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Authority 

N.J.S.A. 54:32B-24. 

Source and Effective Date 

R.1998 d.288, effective May 8, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 

Chapter Expiration Date 

In accordance with N.J.S.A. 52:14B-5.lc, Chapter 24, Sales and Use 
Tax Act, expires on November 4, 2003. See: 35 N.J.R. 2165(a). 

Chapter Historical Note 

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

1969 Revisions: Amendments became effective December 23, 1969 
as R.1969 d.36. See: 2 N.J.R. 7(b ). 

1970 Revisions: Amendments became effective July 1, 1979 as 
R.1979 d.70. See: 2 N.J.R. 51(b), 2 N.J.R. 58(a). 

1971 Revisions: Amendments became effective September 2, 1971 as 
R.1971 d.157. See: 3 N.J.R. 211(a), 3 N.J.R. 162(b). Further amend-
ments became effective November 1, 1971 as R.1971 d.194. See: 3 
N.J.R. 275(b), 3 N.J.R. 207(c). Further amendments became effective 
December 10, 1971 as R.1971 d.218. See: 4 N.J.R. 13(c), 3 N.J.R. 
234(b). 

1972 Revisions: Subchapter 21 was adopted as R.1972 d.126, effec-
tive July 1, 1972. See: 4 N.J.R. 197(d). Amendments became effec-
tive February 9, 1972 as R.1972 d.27. See: 4 N.J.R. 54(b), 4 N.J.R. 
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: Amendments became effective May 30, 1973 as 
R.1973 d.139. See: 5 N.J.R. 246(b). Further amendments became 
effective December 4, 1973 as R. 1973 d.336. See: 5 N.J.R. 392(a), 6 
N.J.R. 38(a). 

1974 Revisions: Subchapter 22 was adopted as R.1974 d.123, effec-
tive May 20, 1974. See: 6 N.J.R. 85(a), 6 N.J.R.. 251(a). Subchapter 
23 became effective April 19, 1974 as R.1974 d.96. See: 6 N.J.R. 
123(a), 6 N.J.R. 208(a). Amendments became effective August 30, 
1974 as R.1974 d.244. See: 6 N.J.R. 326(a), 6 N.J.R. 414(e). Sub-
chapter 24 was adopted as R.1974 d.252, effective September 17, 1974. 
See: 6 N.J.R. 415(a). 

1975 Revisions: Amendments became effective January 13, 1975 as 
R.1975 d.4. See: 6 N.J.R. 494(b), 7 N.J.R. 77(a). Further amend-
ments became effective June 26, 1975 as R.1975 d.187. See: 7 N.J.R. 
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 d.252. 
See: 6 N.J.R. 415(a). 

1976 Revisions: Amendments became effective 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 effective February 3, 1977 as 
R.1977 d.29. See: 9 N.J.R. 44(b), 9 N.J.R. 147(b). Further amend-
ments became effective September 30, 1977 as R.1977 d.365. See: 9 
N.J.R. 445(a), 9 N.J.R. 544(a). Further amendments became effective 
December 29, 1977 as R.1977 d.484. See: 9 N.J.R. 594(a), 10 N.J.R. 
8l(a). 
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1978 Revisions: Subchapter 25 became effective May 4, 1978 as 
R.1978 d.142. See: 10 N.J.R. 173(a), 10 N.J.R. 265(e). Subchapter 26 
became effective August 15., 1978 as R.1978. d.285. See: 10 N.J.R 
300(a), 10 N.J.R. 407(a). Further amendments became effective Sep-
tember 13, 1978 as R.1978 d.320. See: 10 N.J.R. 362(a), 10 N.J.R. 
457(b). 

1979 Revisions: Amendments became effective March 8, 1979 as 
R.1979 d.89. See: 11 N.J.R. 103(a), 11 N.J.R. 210(d). Further 
amendments became effective May 4, 1979 as R.1979 d.179. See: 11 
N.J.R. 209(b), 11 N.J.R. 305(a). Further amendments became effective 
September 28, 1979 as R.1979 d.384. See: 11 N.J.R. 472(b), 11 N.J.R. 
595(a). 

1980 Revisions:· Amendments became effective March 15, 1980 as 
R.1980 d.102. See: 12 N.J.R. 96(b), 12 N.J.R. 224(d). Further 
amendments became effective April 9, 1980 as R.1980 d.149 and d.150. 
See: 12 N.J.R. 161(b), 12 N.J.R. 293(e); 12 N.J.R. 161(c), 12 N.J.R. 
293(f). Further amendments became effective May 6, 1980 as R.1980 
d.197. See: 12 N.J.R. 219(b), 12 N.J.R. 355(a). Further amendments 
became effective November 6, 1980 as R.1980 d.489. See: 12 N.J.R. 
619(a), 12 N.J.R. 729(b). 

1981 Revisions: Subchapter 27 was adopted as R.1981 d.208, effec-
tive July 9, 1981. See: 13 N.J.R. 164(a), 13 N.J.R. 465(d). Amend-
ments became effective July 9, 1981 as R.1981 d.209 and d.210. See: 
13 N.J.R. 163(a), 13 N.J.R. 465(a); 13 N.J.R. lll(a), 13 N.J.R. 465(c). 
Subchapter 28 was adopted as R.1981 d.436, effective November 16, 
1981. See: 13 N.J.R. 622(a), 13 N.J.R. 847(c). 

1982 Revisions: Amendments became effective February 16, 1982 as 
R.1982 d.36. See: 13 N.J.R. 751(a), 14 N.J.R. 212(b). Further 
amendments became effective April 5, 1982 as R.1982 d.85. See: 13 
N.J.R. 883(b), 14 N.J.R. 348(a). Further amendments became effective 
May 3, 1982 as R.1982 d.141. See: 14 N.J.R. 140(b), 14 N.J.R. 430(b). 

1983 Revisions: Amendments became effective June 20, 1983 as 
R.1983 d.220. See: 15 N.J.R. 324(a), 15 N.J.R. 1039(b). Subchapter 
29 was adopted as R.1983 d.324, effective August 15, 1983. See: 15 
N.J.R. 797(a), 15 N.J.R. 1384(a). This chapter was readopted pursuant 
to Executive Order 66(1978) effective August 12, 1983 as R.1983 d.357. 
See: 15 N.J.R. 1086(a), 15 N.J.R. 1487(d). Further amendments 
became effective September 6, 1983 as R.1983 d.367. See: 15 N.J.R. 
1088(a), 15 N.J.R. 1488(a). 

1984 Revisions: Amendments became effective January 17, 1984 as 
R.1983 d.619. See: 15 N.J.R. 1565(a), 16 N.J.R. 148(c). Further 
amendments became effective April 16, 198~ d.126. See: 16 N.J.R. 
235(a), 16 N.J.R. 926(b). Further amendments became effective May 
7, 1984 as R.1984 d.156. See: 16 N.J.R. 359(a), 16 N.J.R. 1098(a). 
Further amendments became effective September 4, 1984 as R.1984 
d.380. See: 16 N.J.R. 1466(a), 16 N.J.R. 2379(c). Further amend-
ments became effective October 1, 1984 as R.1984 d.431. See: 16 
N.J.R. 1965(a), 16 N.J.R. 2689(a). Subchapter 31 was adopted as 
R.1984 d.495, effective November 5, 1984. See: 16 N.J.R. 1332(a), 16 
N.J.R. 3059(a). 

1985 Revisions: Amendments became effective February 4, 1985 as 
R.1985 d.31. See: 16 N.J.R. 3193(a), 17 N.J.R. 320(c). Further 
amendments became effective February 19, 1985 as R.1985 d.44. See: 
16 N.J.R. 3298(b), 17 N.J.R. 480(a). Subchapter 12 title was changed 
from "Criteria for Determining Taxability of Food" and the subchapter 
was revised effective June 3, 1985 as R.1985 d.280. See: 17 N.J.R. 
178(a), 17 N.J.R. 1440(a). 

1986 Revisions: Amendments became effective January 6, 1986 as 
R.1985 d.651 and d.652. See: 17 N.J.R. 2387(a), 18 N.J.R. 94(b); 17 
N.J.R. 2240(a), 18 N.J.R. 94(a). 

1987 Revisions: Amendments became effective August 17, 1987 as 
R.1987 d.325. See: 19 N.J.R. 858(a), 19 N.J.R. 1570(a). Further 
amendments became effective November 16, 1987 as R.1987 d.474. 
See: 19 N.J.R. 1181(b), 19 N.J.R. 2201(b). 
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1988 Revisions: This chapter 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 No. 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 
Procedures relating to Sales of Alcoholic Beverages, and Subchapter 24, 
Sale and Installation of Gasoline Service Station Equipment, were 
repealed by R.1993 d,313, effective July 6, 1993. See: 25 N.J.R. 
1486(a), 25 N.J.R. 2899(c). 

Pursuant to Executive Order No. 66(1978), Chapter 24, Sales and 
Use Tax Act, was readopted as R.1998 d.288, effective May 8, 1998. 
See: Source and Effective Date. See, also, section annotations. 
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SUBCHAPTER 1. FORMS 

18:24-1.1 SaJes and Use Tax Act forms enumerated 
(a) T~e following list reflects sales and use tax forms · 

currently available for use un.der N.J.S.A.. S4:32B-1 et seq. 

REG-1. 

REG.:.rn 
ST-2 
uz.;.1 

ST•3 
ST-3NR 
ST-4 . 
ST-S 
ST-6 
ST-6A 
ST-6E 
STs7 . 
ST~8 ·. 

/ ST~lO 

ST-lOA 
ST-lOV 

REGISTRATION APPLICATIONS 
' . . . . 

Application for Registration with the Division of 
Taxation · ' · · · 

Application for Exempt Organization Permit 
Sales Tax Certificate of Authority , 
Urban Enterprise Zone ,Application for Reduced 

Sales Tax Collection / . 
· SPECIALIZED USE FORMS 

Resale Certificate 
. . Resale Certificate for Non-New Jersey Vendors 

· Exempt Use Certificate · · 
Exempt Organization Certificate 
Direct Payment Permit 
Direct Payment Certificate 
Direct Payment Permit/Certificate (Energy) •·. 
.Farmers Exemption Certificate. · 
Certificate of Capital Improvement . . . 

. Motor Vehicle Dealer Sales and Use Tax Exemp~ 
· tion: Report · · . . 

·· Aircraft Dehler Sales and Use Exemption Report/ 
Vessel Dealer' Sales and Use Tax Exemption Re-

port , · 

. Supp., s~19-03 . 

ST-lOV 

ST-11 
ST-13 
ST-16 
ST~40 

ST-18 
ST-18B . 
ST-SO I 
ST-SOEN 
ST-Sl . i 
ST-S2 . 
ST-20A 

ST-250 

ST-2S2 

DEPT .. OF TREASURY TAXATION 

Supplenu;nt 1-'-Supplement for a· Foreign Corpo-
ration . · . • 

Report of Sales Tax on Motor Vehicles 
· . Contractor's Exempt Purchase Certificate 

Exemption Certificate for Student Books 
Lessor's Certification 

. SALES AND. USE TAX RETURNS . 

Use Tax Refuni 
Annual Business Use Tax Return 
Sales and Use Tax Quarterly Return 
Sales and Use Tax Qliarterly,Retum (Energy) 
Morithly Remittance Statement · . . ·. 
Consolidated Return· Schedule' ( 
Deduction Worksheet for ComputingNewJer-

sey/New York Deductions · · 

ATLANTIC CITY LUXURY TAX 

Atlantic City Luxury Tax/State Sales Tax Monthly 
Return · . 

Atlantic City Luxury Tax Certificate of Authqrity 

NEW JERSEY/NEW YORK COOPERATIVE 
1 . TAX PROGRAM . 

ST-20· 

ST-20A ! 

ST-21· ; 
I 

DTF-24 i 
, I 

I 

DTF-17.i 
I 

New Jersey/New York Conibine<i Sales Tax and 
· Use Tax Retinn · 

Deduction 'Worksheet. for Computing New Jersey. 
Deductions · · · · 

New Jersey/New York Combined State Sales and 
Use Tax Remittance . . . , . 

Application for New Jersey 11nd New York Simpli'.. 
fied Sales and Use Tax Reporting • .· · .·. . · · 

Business Description (used in computing form 
DTF-24) . 

URBAN ENTERPRISE ZONE FORMS 

UZ-2 i 
i 

. I 
,, 

· UZ-4 i 
I , 

·UZ-4A/5A 

UZ-S. 
UZ-S0 

i 
' 

· Urban Enterprise Sales Tax Certificate of Author-. ity . . . \ 
Urban Enterprise Zone Contractor's Exempt Pur-

chase Certificate . . · · 
;Exempt Qualified Business Permit/Exempt Pur-

. chase Permit . . · , . · ' . 
,Urban Enterprise Exempt Purchase Certific~te .. 
'Combined Sales and Use Tax/Urban .Enterprise 

EXEMPTION STATUS 

ST-SA I Exempt Organization Permit. 

New Ruld, R.1987 d;246, effective June 15, 1987 . 
See: 18 N.JR 2192(a); 19 N.J,R. 1104(a). 

. Amende~ by R.1993 d'.313, effective July 6, 1993. . 
See: 25 llf.J;R. 1486(a), 25 N.J.R. 2899(c). 
Amende~ by )U998 d.288, effective June 1, 1998. . · . . 
See: 30 ij.J;R. 1206(b), ~o N:J,R. 2070(b). . · ' · 

In_ (a)? rise~ted REG-lE and deleted ST-5:8 fi:om list of registration 
apphcat10ns, mserted ST-3NR and ST-6E m hst of specialized use 
forms, arid inserted ST-18B and ST-50EN in list of sales and use tax 
returns. I . · · 

I 18:24-112· Newspaper d~fined , 
(a} A1 "newspaper" means a publication which generally . 

confomts to all the following indida: 
I . . 

0 

I ', 
\ 

./ 
' I 



SALES AND USE TAX ACT 

18:24-2.11 Waiver of record keeping requirements 
(a) At any time, the Director may, in his discretion, 

consent to the disposal of individual sales records upon 
written application of the vendor. Such written application 
shall include the following: 

1. A statement of the reasons why it is impractical for 
the vendor to. retain documents for the periods requ~red 
herein; 

2. A detailed description of the method of collection 
of the sales tax from customers; 

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

4. Samples of the sales documents which the vendor 
seeks authorization to dispose of; and 

18:24-2.13 

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

18:24-2.12 Waiver of limitation of time by vendor 

Where a vendor has consented in writing to an extension 
of the time for. assessment of an additional tax, he is 
required, without notice, to retain such records as may be 
required in this Subchapter · for the periods required herein, 
as well as any period covered by his waiver, or approval 
thereof. 

18:24-2.13 (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 "Penalty for failure to keep records". 

Next Page is 24-11 24-10.1 Supp. 6-1-98 



SALES AND USE. TAX ACT •. ·:. I 

1~2.14 Exen{;io~a~izatfon per~its; effective d~te· file with· 'the Division qf Tiixati~n~ah fipplicati~n fo(registra-
( a) Orga~izations which qualify for Sales:t~ eie01ption . tion '(REG-1) for N~w Jersey sales tax,purposes. When - · -

under N.J.S:A ,$4:32B-9(b)(l), .for(lling after JulyJ\; 1973; . registration is gtantecl _it will be for ari int:lefinite period. 1 
must file form ST-5B (Application-for ~eltl.p_t ·orgim.ization Howeyer, the. applicant h111st·nc;itify'lhe Diyision of Taxation.· 
Permit) within 1>ix. months of formatfon or before· October t, .•.of. ariy ~p.ange : of address~ o~nership, and: ~µs~~ss: actiyity. 
1975, .whichever is fater, .in Order for the effective date ·of · ·.·. .. . . . . > .·· .··· .. Oi,> .. . . , .. . ... 
the exempt organization permit to be· ~etroactive to ~he date . c(b) .Every person requfyedto collect sales tax sh.all collect 

{f: f , ' , ,, , Uie tax_· .• ,, on 'receipts from sales pf_i taxable , aclmissions Jor .•. , o orma 10n; , : :· . ·· , · ·· ·. , . •' .. , ·. . , . 
. events, entertainm,ents, Or' amusements: fo be held in New 

(b) If the '.Organiz~tiori , for', any' reason was , requirecl • to • , ·.··Jersey~ including· exempt 'Organizations' descril,ed ·., iir' N .J,S.A,. , 
alter its activities <>r . 'sµbstantially a01end .· ifs· charter .• to . 54:32J3-9 of the, Sal_es and Use Tax:~ct,, If the tustoine;:: js · ,, 
qualify undei:N.J'.S.A 54;32B_:__9(b)(l),Jts exe@ption. ~hall_ given a ticket or other_evidence.q{Jftight to 11.dmissipn, 
be effective oitly in accordance with (a) a~ove. ; . . .. -which .·states the price of the admissioni there must ·be.·a, 

·. . . . . ' - _,, : separate staterneqt thereon of 1:11~ sale~ tax impo_se,d . ~d 
( c} In. all other instances the 'exemption, jf · the cii-ga0:i,za- , . collec:ted witb respect to ·. the -sale . J>f Jh<?; adnli11sion for ·· . 

tfon qualifies~ shall be effective as of the_,ciateof app
1
licaH011.··. .· j:emittar,.ce to t}le Division of Taxati?ri,· . . . .. . . 

R.1975 d.187, effective June 26; 1975. 
See: 7 N.J.R. 282(a), 7 N.J.R.:350(b). · 

,· 
0
·) • • .• , • - •• I'. . 

. .. (c:).Any ,person who. sells admission· tickets or collects 
·. ··· . adm~ssion c:harges for a promoter: i~ con,.sider~d th~ roc,ipient .· 
· . of. atnU:sement charges.•. and,: is i,lso a.· person teqµired;to · Case Notes 

Dental ~ervice corporation, though entitled to exemjJtion from sales 
tax, was not tax exempt until it actually applied for and was appn~ved . 
for that status; corporation not entitled to refund of sales t!IX' paid prior 
to its application .. New Jersey Derita) Service Piao, lnc. v. Baldwin, 7 .. 
N.J.Tax 421 (Tax a.1985), affirmed per curiam 8 NJ.Tax· 335 (App. · 
Div.1986). ' -, ' 

18:24-2.15 . Insuffici~n~ of · . . . 
(a) The records of a: v~~dor may be deemed incd;rect or,.• 

insufficient if; · .· ' · · ·. · 

' 1. An evaluation' ~f the accimnting sy~teIIl, discloses • 
that the.system does not provide adequate interrial· con~ 
trol procedures which assure the -accuracy anq complete~ . 
ness 'of the' tnn)Sactions recorded in the books and rec- , ' 
ords. 

2. The records.are not maint~ined'llliitccti~dance/with 
the general outline of this chapter.·· . . , . . 

r ,-
(b) If the reco,rds of a vendor are . detel'Dlined.to be· .·. 

incorrect or insufficient, the re~urri(s) filed on th.e basis of 
the information obtained fr6m suchrecords,niaybe, deemed 
to be incorrect I or , insufficient arid 'the, ditectot may deter~_, , ' 
mine the amount of tax due_the<State by using any inform.a: 
tion available, whether froin the vendor's place o'{ business, 
or from any other source. · · · · 

. . ' 

R. 1982 d.36, effective February 16, 1982.i 
See: 13 N.J.R. 751(a); ~4 N.J.R. 212(b). ,. 

, , ' -. _. , ' :_' ' ·, :: : ·'·, ·•:, '""· : ' 

18:24-2.16 Admission ·records and information; 11romoter. 
registration 

(a) Every person who contracts, agrees Jo of otherivise 
arranges to hold, .produce or sponsor an even( entertain-
ment, or· amusement the admission to which is subject to tax\ 
under N.J.S.A. 54:32B-3(e) of the Sales,an.d Use.Tax Act ~s 
deemed a promoter and a person requfred' to collect'sales 
tax and shall,, :within three-days, after corµin~rich,)g business •. 

. . _:· -· .,1./ .' . . .. ·,.: --· . 

. register and collect ~d remit sales tax; -provided, however,·. 
-that the safes tax colle~ted may be turned over to and · 
. . remitted to . the Division·· of . Taxation by . the . promoter . for. 
who,rn the admJssiops were· soldAf all the Jollowing require-
ments a~e met: ' , ,, , . ., ' ' , ,,', , , ,- -~ 

' L ' The' ticket saies agent is acting unµer a written 
;agreementwith the promoter which accoup.ts for the sales_ 

./tax and provides for_ the ti;ix colle~ted to be 're!fitted by .l · 
the ptomo,ter; · · ·· · · · · · · · · 

. ·-;; 

_ 2. \· The promoter provides the ticket sales agent :with a 
· copy_:of its New Jersey Certificate Qf Authority; · 

. . . i : The ticket sales agent .has no reason to believe· the 
· 1sa):es tax will not be remitted by tbe,promoter; · . 

' . ·:· . '• __ : \' . ·, ,. , . ...;· __ .. _) . . . .·. .- " -... . 

4. · .. ·• The ticket sales agent ·maintains·· records • showing 
·.· the promoter's narne, addres~~ telephone number; a copy 

ofJne promoter's New ,Jersey Certificate of Authority; tile 
, 'number of tickets,sold or, admissions-.'gtanted, 'gross- r(l-
, ceipts · frori1 ad~ission ticket · sales; . sales tax! collected for .. 
N~w Jersey, and 'such-other information as th~ Oitector' 
may"specify from time totime; and; · . . 
', ·, ' , \' , ., . ' . . \ .. 

, .. · .. · - . - ' \,, ·. ..- .:. ' ,' ; ' . , .·\ 

···• $i,',The. Division- ·or T~ation, has __ .not ·instrycted thfl 
ticket sales agent in writing .to reniit the tax collected. for 
thatprompt~r directly fo tll;e ~tate;. ·· · · · 

_·, (df A person who ,.sell~ , admissioq,, tickets, br collects , ad.: 
· mission charg~s.for aptomoter or who ren~s or leases space· 
Jot an ~vent, anniserilent 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, eoierta~ment or amusements iind their pro-

··moters, , , ' '' , , , 

, 'New Rule, R.19~2 d.140; effective' Match 16, 1992., 
.. See': 23 N,J~R:J275(b),:2f N~J.ll. 969(b). . . .. 

24-11 ··. · .· Supp. 5-20-96 , 
.\ ; 



.::·I . 

. . ' ·• .... HAPTER 3, . :ROOM OCGUP . ) 1; i M~~fa~tu,ririg; _pro~~&iµg, assembling !Uld ~lining .· ::>· . 
TO•CSALEf TNk ' 

j 1~:24-3.( ·• ·~~~;; ~n--6~~~•• :IJ)OIIJ,OJ~;~n~::,<•\•i.····. · .. . ,· 
.. \ .. (a) Toe,_rent;for evety,·•occupa_ncy Ofl[ fodm or.i.oom_s in 

hotel, as 9efined in N,J.'A.C. 18:24-3.2/ is·:subject to sales·. 

11,~ .. ;A· .. :_•···t.~.·.••·.•·.: .. :d .. O.·h.· .. •ae···•.•.,•rm··.:_: ... ol:y··p·····ili ... ·.•.•··.anrs.:·'.·ee··.•.n:•··•.ttn·~.t.,.v..· .. •.·o'.~.,:_,.•.·•·~·•.·.1n:···d.:.:_ .. o._f .. ·.t:.·.·,.~mj·•·.•·.:op: .. ·.•·,rie::.,··•e···.•th:_ .. ··h.··an ..•.... u.all .•. _p.•···•.$:·.2·.n .•.. e .•. ·.•o:·:•·om.·•·•·.•.•.;··.· .. ·.• .. ···.•e .. ••·.si.d.:e.·•·.i.0~'for·' 
' . cu 1 . _ 1 T!Je fijllowfug. :\vor:d,s im,d terms;: wll,¢nji~¢d Jn this slib~ , 

. . ~"{s,~ ~j;i;,~;:; " ' ')·:·•.·~ .• ·::.:.~l;: .. :· .. :.· .. •·:.~.in.m.•.··.···.•·.dgt·: .. ·.-:,t.···::,:.: .•. ··•·.t .. •····-:.!.:.h.o.iw·:···.: ... ·:.·o.1S.·, •. ·_w.· .. ~.o.•.:.r·"····• .. ·.··•·.·.g,c.: .• _ •. ·.·.'.·m·'.·•:.•ganm_· .. ·.: .. o .. ··.·.·.~.•·· .. •.·.:.·•.gg's.•.~.·~.f.•···.:.: ...•.•. · .. •.l.·•.:.:· .. ·.g•.· •... : .. h.o .• g·. •.c·'.··:'.·.:_ .••... :.• •..•. i .. :·:.·,; 
··• · ctI;t:ir~~tiiinJa~:o;::.:i~!~~,~:!:;~:~!1st:;!~!~.. . . <>t· the.farts. of a produ,ct, ~d ·pla910gthem .in the1r ... proper. '.··: ·. · 

,>.t~t dear!yindicate~·otherwi~e: ' >> relatfonl to each oilier ::: . . . . . .. . ' · ,, . . . 

. ··; '<:i•ao:~1-/n1~~~~ \,htiildirigior i)Orti<>~ :.~~feof wlticih·. i~ ·.·.·.·.··~ ..• ··•lr··e.·.• ... · .. •.xm···.M·:·.•·•· ... :.,.' .. ·sm.atr•.·.··c·:1:61hili:: ... cbm .. :.·.·.:•.'•e•··:n .. ·n•.·.cy.·.·• .. ··ti.·.~wfil::.:.·.:h: .. ,p.·.·.·1:····.Pce•··'.···•.•.hl.ar·e···.•·•··ct .• 1a·•·•.:s .. t:u•···•1•a:.· .... , .. s.·.·d· ... ::a1,•.·.:a.····.•.op·.•.·.--.•. o .. rt .. ·re·.;:.·:•de.· .• e.·.q.:.·.·.1 .•. :·t·~ ... o·:.·c·i'.•p,·.t.••···tr.m .. ·h'.·.o.,: ... ••e·.•·.n.e.•,:.·.·•,•·.·.·:f .. :ac.· .... t .... c· ••. •.:·dc'.· .. ,'o~.:.m.·•v.m·.:· .. :.~.:P·.·.a.•·e·.1·.· ... ~.1'·.·.·.·.ss·•hmm.·.~ ... _.·.:·e.:··-Y.·.n·.·•··•:· .. '.·.a.t• .. c,n.· .. ·:.··oo·•is .. :fm ... ·•.m.·:·.a~ •.... :.· .. ·.; .. ~: •.•...... 

'. :-,,, ..•..... · ... ·.·.f .. ro

0on_8

lr·•·.l·:o·.·•·
1
.!w•.r.·.tl0·.··•·n···L ... ·.~g•.•.·:.·=.·•:·•··~.u.·.·.•:.·· !.~.&.:.r.•:.t.I.r.c .. ··.

1

~.t:.:e.'.·.·.I., ... d.r. :.~i;:~.i.l.o~· . . . L' • : .•prodqG11iorq~roce.ss, and, ,wh1~ is .?es1gn.eq to ::pe 11sed,;:an~ 1s - . 
·· · .. : · · ·· •... ·· tisecl,; iq m~npfac::tu~~l'.lg,: co1rv¢rtin;g, •p~of~ssm.g; f,bric~tiiig~. . . 

./1._, .An apartment ·h6tel, ~citel, in~;\ourist home·;•tour- . · asseniblir,ig~·or refuimg·fatigib,lepfln!9J1al pr9p¢rty for· sal¢.I::.:.• 

.. ·.•·is\h~ur,r,_co;tt,.t:1fti~tcabi~:~n~}~u~;h'·,"···· . .:/ ... ·.·t~·\.: ' .. ·.~t·.··o·. ·.·.·.:p·•.p··l.a•:u'.,c:e:1.~.-.... t.•.f.·.·· .• 1··,1:0t .. hen.·.••tm·~.o.rm .• s.;.· .. :·.•·.·o .. :.•.··.·.·f••.·.:.~.n.·.· •. ~te.·:·an.'.p .•. r.·g;1fbcelo.·•.e·.;_ •. ~.·Pn.' .. ·.e=.·.·.·r:.·•.··.·s,.: .•. oom:n.·_·n ..•. ·.{:_·:.: ..... •·ili .•. ::pt •. ·r'..•oh.o.·p·.•.b.·e•.•.r.r:etye.' .. ~~.·•.·.:. o.10.:_ .. ·n/.m ..• , •. w.····•··a•.•~ .. ··h:·•;··.•.:_; .. ,c.ch.·o•.·~.·r····:m .. ·.•.i·!•;·•.·:•·•·.·.· .. ·.·,·•,•J .. c~····' jif:iiE:tu![::.=;h.:;~,'°1 ' com~uoi·o, ~r dille~•• iliat .~ ~daey{ j 
sleeping ac~Qmmodations· ~re no,rmally av~ilable to the. ·.·.· were acquu:ed .. The change m fomt, c:omposltloµ; :or, c:har-. :..__. . ,.·i[t~;i.1:i~~~~~1'f!l~~!t:=::~::~:lj··· .. ·· 

· G~~st·h~use'.' · . :·.· than: byr1111,1scula1; po\Ver. (exceptmg ~uc:h vehicles as .. flln 9nly ·< 
.. • · , ··.· ·... ' . · · · · .·.. • ... ·· · · ·· • · , · '· · ·.·:.· upori i-Jusior tra¢~s)/trailer§~<semitra~er, house trailers, or· · ·.· .. · ~ott;~~~i!~;::r;: a~t;;1~;tj'.~:~n~e:te:~:;:tJ·•·· •.. any, :o~b~{type •. •·qf .. ve~icl~• .. dra'Y~:by_.~··•JnPto,r~4r~vert• ~ilii~lei ···.·. 

!axable;i Q¢eup~i;icies as 8: ·llot¢LunJess:It is held m~(:by Uie ': .· . : liQ.~:mll~orcyfles; des1~e~•for opei:at1on:.on';the public µigb,: ,. , 

.·• ··.,'~h:;:i~t::?t~~ttt~~~=~!i:t·r~:~~i~eQ2fa~:t!n:;~~. ···• .. ··.·.w .. p·•·· .. ···.o~ .. ·• .• rty·'··.p.··· ..•.. ·1··.:oart,·.·•· .. n···:l\:o;·•·.·.·f .. '.•.m.· •. '.· .• ·.·.a,·:.:· .. ···e.·.•·.-.m .. ·.an.· .. :·.··,·.a.-·.·.S.c'h· ..... a••·in.···.·n.•·.e..-..·•.·.J,· .. l .. :ant···e·• ... ··:.md'..··:•:·,·•··.:.·w.·.: ..• ·.:.·· .• ··u:h• .. ·.s·1·:.~.e.·c•··.· •. ·.·.dh·.•.·.···•.·.: .. :.•.·:is::,·•·a.·.·.· ... ·.~:··_·.•·a: ... c.·ta.·t··•.·.··a_c·····cr.· .. he.· .. ·':·e·p .. ···dl .. ~.·.:·ce.·o: •.•. ·r:.·m··.: .. ·•a.·.· ... e.ff··.•·n·.·:·.·t·,··ed .. ··i.,.o.·.·.:.:.tr····O· ... ·.··.···.·.a .. th;··n··:· ... ve····.·:._· .. '.·'. ... ···.·· 
·. >.~.:.o.~ .•.. s.··m::.·o.• ....•. • .. ·s.n.··.··.•.,·.10.;.:_·w.•.·,· .. ·.·.•,h.:t.p·o·•·~·····.·-··o .. h·····.ccu.·9.~:e.ie.•.i·~:.·.:.:;.t·h•·.'i:.• .. •a ... si·h:' ... ... •···.r.···•c·.·.i.-•~·::.t.: ... :e .•. t•··•··cu.)0.·'· .....•. ·.·~.o.· ..... i .• •~•· ... e.···.: .•. ~.· ..... d:p••.·ii.,y·•·.y.:. :-.·.t:(<>ni, ·~f: . . . .. IA , . ..:1na~IJ,me of wh,.::l,H1 is a part per.lllaµently Qf dunng penods· •· ·: • 
.. •. ·· .. Ri;!pear and'.New Rule; R.1993,d:~l~;ieff¢.c.tiv~:Juiy;6, J ??l .,· .. · .. :of }iie:: j :~,pa~t <,:an~Qt.:acc91DpJ.~~h)h¢ \\f~tk:fo~: f~)~~:it w~s · •.·: 
· • See; 25NJ.R.1486{a), ~· N:J.I~:2&99(c). . · · · des1gnechndependent of the:machine of,wh1ch Jt is mtende~ 

: ~ection·.was ''~(fe~ive date t~payal>le": : to t>,e a bomponeµt. , ' ' . r ' ' ' ·, •• 

. . . \!Refi~ing". tn~·~ the making· fine er pur,e, ~r ~a~ti~y 
freefrotn,extiarteous·,or imdesirable.matter·; < . . \ 

•. SUBpffAP:fER 4. '' M~FAG~.R~&O,; .. ,:s~p!Ite~'' .' rni~s .• i~;~~·· .. <>f 'bmgibl~; :~ersdn~ . pr9.perty 
PROCESSING/ASSEMBLING AND .d · · th... . · .. . f. b · 'Id.· .. k. .... ' 
REFINING::iNriuSTRIES : , : < , ::n~;,\ •f!;P::::~n~~cee:oi;me~t, ::t::y ·:1:di~t:;; . . .·. . 

. .. . . ·. . ' I.'. . . . of:tang,bfe: perso~al,p~operty consumed or used in p~odu~-·:(~ ', r 
18:24-4~1: S<:0p~ ,,C)f su,~c;hapt~f, . . . · , · .·· . ,tiqµ :wll~&e 11Sf\8Jlte incidental,t~. such,prodtic,tiorr;. :,S,11ppHe~ l j \ 
· {~) This .sti,bcfi~pt~r ii, itjteµded i9.itl~~µy. tbe"'.ipp~1ca~iofl · includetbut are · not limited to such.·· items· as· lubricants··"' ,_, · · ·, 
o(the S,ies,""'.1tJ~J11X.,\q. g,/&A(54:3~1• '\!'.~,) '.•: .· ~¢,~~'.~O)k,;Jr'"'f t..~81 J#ffr,ii1bs,}.'. 5\/ 

,Sµpp.~-2ij.;9(j ·-.:~.1f .··•··· .. ~·I· 
.. , ,':·I···'.~i.;./~ •/c'\ )/ . · 'I .. '=, -·~_,,_.,. ····•1 
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SALES AND USE TAX ACT 

"Tool" means a hand-held and manually operated work 
instrument which is simple in design and used in the perfor-
mance of simple work functions. 

"Year" means a standard calendar year of 12 months. 

Law Review and Journal Commentaries 
Tax Law. Robert J. Alter, Jay Soled, 135 N.J.L.J. S53 (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), 

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 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. 

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 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. 

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 (AD. 
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 N.J.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 former 
N.J.A.C. 18:24-25). Fisher-Stevens, Inc. v. Director, Div. of Taxation, 
121 N.J.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 irt 
business". Taylor v. Lower Tp., 13 N.J.Tax 371 (1993). 

Gauges and electrical control systems taxable as real property if 
functionally essential to special purpose property. Texas Eastern 
Transmission Corp. v. Department of Treasury Div. of Taxation, 11 
N.J.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). 

18:24-4.2 

"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 Taxa-
tion, 11 N.J.Tax 198 (1990). 

Property permanently affixed to natural gas pipe was exempt from 
b.usiness 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 screeris exempt from sales tax. Panta 
Astor, Inc. v. TaxationDiv. 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). 

Wire used solely for manufacture of tin cans was taxable on pur-
chase. Phelps Dodge Industries, Inc. v. Director, Div. of Taxation, 8 
NJ.Tax 354 (1986). ' 

Copper wire which prevented tin buildup on electrodes during manu-
facture of tin cans was not exempt from sales and use tax. Phelps 
Dodge Industries, Inc. v. Director, Div. of Taxatioµ, 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 busi_ness 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), 

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 pro-
cessing 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 indude 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 curia:m 5 N.J:Tax 480 (App.Div.1982). 
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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 otherwfae specifically exempted, notwithstand- . 
ing any use or intended use in pr<?duction. . · 

L Supplies; 

2. Tools; 

3. . Moto.r vehicles; 

4. Parts with a useful life of one year or less. .In 
determining whether a. part has a useful life of one year 
dr less, the purchaser's own treatment of the hem for 
accounting· purpose~ should be taken into consideration. 

. In addition, the term "year" a,s used in this rule shall 
ineaffa standard calendar year of 12 months; and · 

· 5. Natural gas distributed through a pipeline, electrici-
ty, and utility service. . . 

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 
. Purc~ase of colo~ film by taxpayer engaged in business of taking, 
processmg and sellmg photographs of new bom 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. 
rnrector, 6 N.J.Tax 305 (Tax Ct.1983), affirmed per.curiam 7 N.J.Tax 
431 (App.Div;l984), certification denied 101 N.J. 235, 501 A.2d 912 
(1985). . . . 

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

(a) The purchase, rl!ntal, lease or use of machinery, 
apparatus orequipment for use or consumption directly arid 
primarily in the production of tangible personal property by 
manufacturing, processing, assembli:ng or refining is· exempt 
from taxi.on or after Januaryl, 1978. 

(b} Production is< limited to. those operations commencing 
with the · introduction of raw m.aterials int.o a systematic 
series of manufacturi:ng, processing, assembling, . or refining 
operations, and ceases when the product is in the form in 
which it will be sold to the ultim.ate 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, ~pparatus, or equipment is considered to 
be directly used in production only' when it) is used to 
initiate, sus.tain or terminate tlie transformation of raw 
materials · into finished.· prodllcts. In determining· whether 
property. consisting of machinery,. apparatus or equipmentis 
"directly" used, consideration must be given to the following 
factors: · · 

DEPT. OF TREASURY TAXATION 

1. :The physical proximity of the property in questio11 
to the!productionprocess in.which it is used: 

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

. 3. jThe active causal relationship between the use of 
the property in question and the production of a product. 
The f11ct that particula,r property may be considered es- • 
sen ti~· to the conduct · of manufacturing, processing, as-
sembling or refining because its use is required either by 
law or: practical necessity does not, of itself, mean that the 
prope~ty is. · used directly in manufacturing, · processing, 
assembling or refining. For example, property used to 
prevetjt accidents, which may be required by law, .is .not 
consid:bred directly used. 

. I .. , 

( d) Ce;mcerning primal)' µse, where a single unit of ma-
chinery, ~pparatus or equipment is put to lise in two differ-
ent activities, one of which is a "direct use" and the other of ·. 
which is rot; the property is not ~:i!:empt from tax unless the · 
manufacturer, processor, assembler Of refiner inakes use of 
the. prop:erty more than 50 percent of the · time directly· in . 
mantlfacturing, processing, assembling or refining opera-
t . . I . h 10ns, except m · t ose cases where such macl:\inery,. apparatus 
or equippient is rented, leased, or used by persons other 
than the purchaser. · 

1. for example: 
I 

i. ! A manufacturer purchases a machine for self-use 
in t-Wo activities, one of which is · a direct use in · a 
/llanpfacturing operation and the other use·is distribu-
tive in nature. Sixty percentof the time the machine is 
used1 in production and 40 percent of the time itis used 
in afloading activity:· Sincethe machine will be used 
direqtly in production·. over 50 percent of the · time, it 
quaHfies for exemption. 

i 
ii. i Same facts as in example i, except that 30 . per- · 

cent !of the time the machine is used in production and 
70 ptcent_ of ~he .time it is ~se_d in a loading activity. 
The . machme 1s . taxable as 1t 1s not used directly in 
prodµction over 50 percent of the 1 time. 

I 

iii.\ A manufacturer purchases a inachine for self-
use io hours aweek. The machine is rented orleased 
for 30 hours a week. The rental or lease of .a machine 
is not deemed a self-use activity. Therefore, where the· 
mam;ifacturer . uses the ma~hine for more than five 
houif a week directly in production, it is used oven: 50 
percent··· of the time for purposes of 'qualifying for 
exemption. Where the machine is used · five hours or 

· less clirectly in prodµction, the· purchase of it does not 
qualify for exemption and the purchase of the machine 
is tax.able. . . · 
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iv. The lessee of the machine under example iii 
above uses the f!lachine 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 

. Next Page is 24-15 24-14.1 
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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 .orlease ~harges are subject to tax. 

( 
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SALES AND USE TAX .ACT 
1.i 

( e) Delivery for the purpose of these rules means the 
taking of possession by the purchaser ·at his location in New 
Jersey. · · · 

' ' -- ·, . 

1. Where a ~ritten agreement has been. yntered into 
for the purchase . of machinery, ··· apparatus or · equipmeµ't, 
and such machinery, apparatus or equipmenfqualifies for 
an exemption as provided for in this section, tlle date of 
delivery shall be the criterion for determining. the right to 
exemption from tax, For example, a written agreement is 
entered into .on May 1, 1977, for purchase of a machine 
which will be used ,directly in production. The machine ;is 
picked up by a contract or common carrier and delivery 
takes place at the manJfacturer'slocation in New Jersey 
on January 2, 1978. Since: delivery is made on or after 
January 1, 1978, the receipts from the sale of th~ machine 
are not subject to ~ax. ; 

. . 

2, In cases of partial delivery of machinery, apparatus 
or equipment for use directly in production where the 
partial delivery is made to the purchaser's location in New 
Jersey prior to January 1, .1978, arid delivery of the·• 
remainder is µiade on or after January 1, 1978, the 
exemption will apply, provided, however, that the partially 
delivered machinery, apparatus or equipment is not capa-
ble of operation in production prior to January 1, 1978. 

• ' . I 

(f) Under . a .written agree.merit entered into prior to 
January 1, 1978, for the rental or lease of machinery, '·· 
apparatus or equipment µsed directly in production, the 
periodic rental payments due on or after January 1; 1978, 
are exempt from tax. A lease is .. distinguishable from an 
executed or completed·sale. The !'ease isnot·.cqnsidered to 
be a single and completed transaction at the time that the 
tangible personal property was first le3:sedto the lessee: It . 
is, rather, . an agreement for a series 'of transactions to be 
completed thereafter. The right to the continued use and 
possession of the personal property is conditioned upon · 
subsequent payment of rentalchiuges and performance of 
other covenants. Each rental period relates. to a period of. 
possession and the tax becomes clfargeable as each rental · 

· payment becomes due. Rent which is due before January l, 
1978, is subject to. tax irrespective of the period of posses-
sion. The payments for each rental period are thus treated 
as severable portions of the contract. Such a lease agree/ 
ment differs from an ordinary sale of property sirice it is not . 
completely executed until the term expires and all of its · 
conditions are fulfilled. For example, on January 1, 1976, a 
unit of machinery was leased for use directly in production. 
The lease was for a term of five years (termination date, 
December 31, 1980) and rental payments are tq,,be made in) . 
advance on the first day of each month. Each monthly 
rental payment for the rental period up to December 31, 
1977, is subject to tax. The monthly1 rental payments due on 
and after January i\ 1978, are not ~ubjett to tax. . 

1 
1. For use of lease<;l machinery, apparatus or equip-

ment in two different activities, see subsection ( d) of' this 
section. 

18:24-4.4 

(g) The exemption will apply to industrial owners/ me: , 
chanicalcontractors· and their sµppliers where an industrial . 
owner awards ii. contract to < a' mechanical contractor to 
install manufacturing machinery, apparatus or equipment, ·to· 
produce' tangible personal property for sale; to be used by 
the· owner upon c6mpleted construction .and •acceptance 

, after January 1, 1978. The installation maybe rriade in a 1 

new or;existing industrial plant of the owner designedfor or 
currently used for the manufacture of tangible personal · · 
property: For ex,ample: · · · · ' ' 

,- : . : -~ ' . . . . >'-- ' ' .. _\ 
· • 1. ,, Under( the abs;we facts, a s~le of prncestpiping is . 
contracted for and wiH be completed and acceptedon or . 
after January. 1, 1978. Where process piping meets · the 
qualifications for exemption under this subchapter . as 
manufacturing machinery, apparatus or equipment, it is 
exempt from tax. ·• · · 

2. Under the above facts where the installation of 
n1achinery, apparatus or 'equiprilent results in a capital 
iµiprovemenqo reaJ property, the labor charges for instal" 
lation. are exempt from tax, In determining whether the 

. installation of machinery, apparatus or equipment results 
, in a e:3:pital improvement, such property 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 rem.oval thereof will result in material injury. 
The installation would result ill a capital improvement 
when such improvement res'4lts in an increase in the 
capital value or in a significaoi increase in the useful life 
of the real property. Where the installed machinery, 

, 1 apparatµs or equipment retains its character. as\ personal 
property. and has, not qualified as a capital improvement 

. tp real property, the labor charges for installation are 
subject to tax. 

' ·,\ 

3. Under the facts above where the installation upon 
"completion results in. a capital improvement, the owner 
should i.ssue to the contractor two certificates: 

· L ST _cg, C~pital Improyement fertificate, to evi~ 
dence tha.t the job qualifies as a capital improvement, 
exempting his construction labor from tax,; 

ii. ST-4, Exempt Use Certificate1 to. evidence that 
the machinery, apparatus or equipment fastalled qu~li-
fies for exemption in manufacturing, processing;. assem- . 
blin,g, orfefining activity. 

. . . . . . \ . . . ' ·. . .. , . ' 
4. In the above examples to obtain the exemption of 

machinery, apparatus or equipment fr'om tax thecontrac-
. ' tor nmst .furnish his supplier with; an ST-4, Exempt Use 

Certificate, properly identjfyirig the job.with a copy of the 
owner's ST-4 · attached. · · · 

5. Under, the above facts the rental of equipment or 
vehicles for use on the job Of the mechanical contractor is 
not .. exemp( from tax. A rental {or 28 days or less is 

· taxable to the ,.contractor and tax is due on the rental 
charge: On leases for more than 28 days the tax is 
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.- ,. ' 

imposed on the purchase ofproperty_for lease and is paid 
. by the lessor.·. (~ee N.J.A.C 18:24:--1.4(0)). - , · 

6. \Under the above facts only, mac;hinery, apparatus or 
. equipment used directly and primarily in the production 

of tangible personal property for sale by manufacturirig, 
processing, assembling, or refining is exempt . Items .. 
which may qualify for exemption include, vessels, pun1ps,0 • 

... mixers, pipe valves; and fittings. Other materialsusep' py 
the me~hai;iical contractor for the iristallatio~ · are not 
exempt from tax. 

7. i Where stibconttadors are involved, the· mechanical 
contractor should treat such subcontractors in the same 
manher as \n dealing· with his suppliers so ,far .as the 
classificationof the job as a capital improvement and an. 

. exempt use is concerned. The use of the ST-8 and ST-4 
· Exempt1<:m Certifi¢ates to evidt;mce t.\lese dassµications is 

also the same, , . , . . . . 

R In addhion to the above facts the n1echanical coli-
. tractor ~lso contracts to install heating, ventilating and air 

conditioning which when installed will constitute an _addi-
Jion. or capital improvement to real propetty, . _ The sale. tb 
'the installing . contractor of . tangible: personal property 

. from his supplier is a retail sale subject tot~ to be paid .· 
. by the contractor eitMr to his supplier or directly to the'-
Division of Taxation. The contractor should be,}urnished 
an ST-8; Capital lmptov~i:nent Certificate, by the owner 
'of the real property forthe :purpose Of e.,.empting installa~ 
. tion. charges from_ tax;. . . . . . . . 

. . 
9._. Uridettne above facts piping such as air, gas,1water; 

steam; ap.d condensate; is designed for use in both the 
manufacturing process . and incidentally in heating the 
building; The keyto this example is the word:"inciden- .. 
.tally". Ifthe system is used:''directly arid prirrfarily" for 
the production ,of tangible personal property, and ;only 
incide:11tally • to aid· the,. building.• environment housing• the 

7machinery, apparatus or equipment, the exemption will 
apply to.property purchased;. For installation charges, see 
(g)2 _above. ~ - · 

Amended by R,1973 d.139, effective May 30, 1973'. 
See: 5 N.J.R. 246(b). . .·. . -
Amended by Rl 977 .d.365, effective Septe!llber 30; 1977. 

· See: 9 N.J.R. 445(a), 9 NJ:R. 544(a). 
Amended by R.1979 d.89, effective-March 8, 1979 .. 
See: UN,J.R. 103(a), l1 N.J.R,210('1): ... 
Amended by R,1993 d.313, effective July 6, 1993. · 

'See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c): · 

, .. - . \ . - . 

Taxes: Steven P. Bann,. i34 .N.J,L.J. No. 7,.'49 (1993). 

. . .· • C~se Notes< . . , ,.-. ·,· . -, .. -, 
. l'vlanufact"'ring tax exemption appHed t~ equipment used to produce 

'property which iJ, used to produce other property sold. to consumers. 
GE Solid State, Inc. v. Dire<:tor, Div. 9f Taxatfon, 132 NJ, 298, 625 
A~2d 468. (1993). . . 

I 
D_EPT; OF TREASURY---'"'.TAXATION 

Integra~6d circuiis and chips manufacturer's purchase of phofomask 
·•·machinery :»'as not exempt from use tax. GE Solid State, Inc: v . 

Qirector, iDiv; of Ta('ation, 254 N:J.Super. 653, 604 A.2d 189 (A.D; 
1992), cettification grapted 130 N.J. 394, 614 A.2d 617, reversed B2 
N .J .. 298, ~25 A2d, 468. . . . 

f - . '·: 
Receipt's:from .purchase of;phdtomask · machinery by manufac;turer of . 

integrated circuits did not quidify for exemption from sales ot use tax: .· 
GE Solid State; Inc. V; Ditector,-Div. of Taxation, 11 .N.J.Tax 320 
(1'990), affirmed 254 N.J.Super. 653, 604 A.2d 189, ct!rtification granted 
130 N.J. :394, .614 A.2d 617, .reversed 132 N.J. 298, 625-'A.Zd 468: 

; '. , • • ·- r • • • • • , \". • 

Interpn,tation of man~facturing exe111ption to sales and use tax was 
. no(manifestly unreasonable .. GE Soiid' State, lnc. v. Qirector, Div. of. 
, Taxation, \UN.J;Tax 320 (1990), affirmed 254 N.J.Super. 653, 604A.2d · 
189,.certif/cation granted 130 N.J. 394, 614 A.2d 617, reversed 132 N.J. 
298, 625 A,2d 468. 

. Phot9pl;ates _used in photomask op~ration were not exe111prfro~ sales 
and· use t;1x. GE Solid State, Inc. v.. Director, Div. of Taxation; 11 
N.J.Tax 320 (1990), affirmed 254 N.J.Super. 653, 604 l\.2d 189, certifi-
cation gr~nted 130 N.J, 394, 614 ;A,2d 617, reversed 132,NL 298,. 625 
A2d 468.j 1 . 

'•· , . ., :"\_ 

Test as; to whether photoplates used in photomask operation were 
exempt; as raw materials, from .sales .and use tax focused on whether · 
machinef)j was used during manufacturing period. pE Solid State, Inc . 
v. Director, Div. of Taxatio11, ill N.J.Tax320 (1990); affirmed 254 
N.J.Super; 653, 604 A.2d 189,. ~ertification granted 130 N.J> 394, (i14 . 
A.2d 617,Teversed 132 NJ. 298, 625 A.2d 468. . ·•.·. · 

·· . Photo~lk ina;hin~~ }Vas not subject to manufacturing exemption to 
sales ·and •use tax .. GE Solid State~ Inc: v. Director, Div. of Taxation, 11 
N .J. Tax 3~0 {1990),. affirmed .254 N.J .Super, 653; 604 A.2d _ 189,. certifi0 

cation granted 130 N.J. 394, 614A2d 617, reversed 132 N.J; 298, 625 
A.2d 468.i . . · · 

'..c Jlhotom~~ks used .solely to produce other phdtonrnsks dic:I not qualify 
for manuf~cturing exemption from sales and use tl!ic GE Solid State, 
Inc. v. Di(ector, Div. of Taxation; llN.J.Tax 320 (1990), affirmed 254; 
N:J;Super.[ 6~3, 604 A.2d.189, certification grante,f 130 N.J, 394,. 614· 
A2d 617;:reversed 132 N;J.298, 625 A.2d 468: · · '· .-- _: .·. I ,: ·-. . -~ , - . . . . . .· , . - .. -· . . -

Weight given to factors in determining whether purchases,of photo-
mask. machinery was ex~mpt from sales and :use tax was neither 
.arlJitrary qor µnreasqnablf .GE Solid State, Inc. v. Director, Dtv. of . 
Taxation, 11 N.JTax 320 (1990), affirmed 254 N1J.Stiper, 653, 604A.2d 
189, certification granted 130 N.J. 394, ~14 A.2d 617, .reversed 132 N.J. 
298;_625 1,2d 468. 

· · Catalysti.exemption tO sal~s ~nd use tax requires' use of chei:nitals to 
igduce p~qcess in manufacture of ,tangible. personal prop,t!rty. Blair v. 
Taxation IDiv: Director, 9.N.J.Tax 345 (1987), affirmed 225 NJ:Super. 
584, 543 A.2d 99,. certification denied J 13 N.J; ·· 349,. 550 A.2d 469. 

' • ' I . , • . • . . . . ·,. , ,_· ", • . ' _, I , ·--, ·.·- .- '·· . - . 

Film usbd in photography of newborn infants at h~spital 116tsubject 
to manufacturing exemption to sales and use tax. Blair v. Taxation 
Div, Direqtor,,9 N.J.Taic 345 (1987), affirmed 225 N.J.Supf!r: 584;;543 
A2d 99, dertification denied f13,N.J: 349, 550 A.2d 460. ··· 

, ! . ,. ' , ·:. :.'. 

Sale of business equipment n~cessaryfor bakery busi11e_ss held a bulk 
sale within the meaning of the Sales and Use Tax a,nd Business 
Personal .Property T~ Acts; equipment purcha,ser persona!Jy Hablefor 
seller's del,inquent taxes due to purchaser's failure to. notify· Director at 
least 10 qays prior to taking possession of equipment. . Bunting v, 
Director, Div. of Taxation, 1 N.lTax 189, l76 N.J.Super. 262, 422 A.2d 
815-(Tax h.1980), certifi~ation denied;. . . .· 

· :riixp~y~r's leas~ o; railroad l tank ca'rs to transpo;t oil to its electrical -
·•·generating. plant held not·exempt from sales_ and use.tax: Atlanti<l City,· 

Electric Cp; v .. Taxation Div; Director, · 7 N.J;'fax 554 _(Tax· Ct,1985).; • 

Loaders[,. u~ed. to. place rock iQ . trucks and trucks to transport Stone, . 
from quarry·face to cnisher held exempt from taxation undet statute 
exempting! from saks tax equipment used in refinfrig. timgfble. personal .• 
property for sale'. Millington Quarry, lnc. v. Taxation Div. Dire~tor, 5 
N.J.Tax 144 (Tax Ct.1983). · 
. ' j , .. -•· ' 
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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 p,ersonal property: since the majority of comput-
er 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). 

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 be-
come 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 Indus-
tries, 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 
purchased 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, 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 a capital improvement to real 
property. In determining whether an installation of 
tangible personal property results in a capital improve-
ment to real property, the following factors should be 
considered: 

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

18:24-4.7 

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

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 
property is transferred in) conjunction with the perfor-
mance 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). 

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 
premises. 

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 N.J.S.A. 54:32B-3(b)(2) 
where the tangible personal property upon which such 
services were performed is delivered on or after April 5, 
1977, to the purchaser outside this State for use outside 
this State. 

i. "Deli\iery 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 
vendor's vehicle or by common or contract carrier. 

ii, Delivery to a purchaser or to his representative or 
designee in this State for immediate transportation 
outside this State is subject to tax. Examples of the 
foregoing are: 

Example 1. A nonresident customer sends a New 
1 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 lum-
ber outside New Jersey and has a cabinetmaker in New 
Jersey construct a bookcase for him. The work is 
completed on March 31, 1977. The bookcase is deliv-
ered outside New Jersey on April 7, 1977. The charges 
for the production service performed in New Jersey is 
not subject to tax in New Jersey; 
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Example 3. Same facts as Example 2 above except 
that the individual picks up. the finished bookcase in 
New Jersey himself on April 7, 1977. The charge for 

. the service is subject to tax because the. tangible person-
al 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 on 
April 4, 1977. The charge for the service is subject to 
tax since the vehicle was deliverecl prior to April 5, 
1977, the effective date of the amendment (P.L. 1977, 
c.54); · 

Exa~ple 5. Sarni facts as i_n Example 4 llbove except 
that the vehicle is delivered outside New Jersey on or 
after April 5, 1977. The charge for the service is not 
subject to tax; 

Example 6. Same (acts as in Example 4 above except 
that tlie nonresident after the repairs are made picks1 up 
the vehicle in New Jersey on or after April 5, 1977, and 

· returns to his state of residence. S1nce delivery is made 
in New Jerse)'., the service is subject to tax; 

Example 7. A New. Jersey advertising agency per-
forms advertising services for a nonresident purchaser 
not for use directly and primarily for publication in 
newspapers and magazines. Delivery is made on or 
after April 5, 1977. The charges for these services are 
subject to tax under N.J.S.A. 54:32B~3(b)(5) and do not 
fall within the exclusion provided for. services under 
N.J.S.A. 54:32B-3(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 byR.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.(a)3i, substituted a reference toJocations outside New Jersey for a 
reference to purchasers. 

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

outside state w,as exempt from use. tax. Cosmair, Inc. v. Director, New 
Jersey Div. of Taxation; .109 N.J. 562, 538 A.2d 788 (1988). 

18:24-4.8 Record keeping 
Any person engage<;} in the business involving manufactur-

. ing, processing, assembling, or refining is required to rp:ain-
tain records in compliance with the rules set forth in 
subchapter 2 (Retention of Records by Vendors) of this 
chapter. 

SUBCHAPTER 5. BUILDING AND 
CONSTRUCTION TRADES 

18:24-5.1 Scope of subchapter 
-This subchapter is intended to clarify the application of 

the Sales a,nd Use Tax Act (N.J.S.A. 54:32B-1 et seq.) to 
the building and construction trades and related activities. 

DEPT: OF TREASURY'-TAXATION 

Case Notes 

Assessment of sales and use tax on· sales involving the repair, 
maintenance and servicing ,of automobiles arid. construction equipment, 
owned and ,used by contractor having same stockholders and officers as · 
the taxpaye\-, held proper, since work was not exclusively performed in 

1 •fulfillmynt bf 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 c;:ontractor. 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 
I , 

The following words arn::vterms, when used in this sub-
chapter, s~all have the following meanings unless. the con-
text clearly indicates otherwise. 

1· 

"Construction equipment" means any vehicle, machine, 
tool; implement or other device used by a contractor in 
erecting structures for others, or building ort, or otherwise 
improving\ altering, Or repairing property of others, which 
does not ~ecome a physical component part of the property 
upon whiqh work is performed, and which is notnecessarily 
consumed: in the performance of such work. · Construction 
equipment includes, but is not limited to, grading, lifting and · 

. excavating vehicles, compressors, sc11ffolds, forms, hand 
tools and ladders. 

I 

i 

"Construction materials" means items of tangible person-
al property purchased by a contractor for incorporation into 
property is a physical colllponent part .of such .property. 

I • 

. "Con:strhction supplies" mearis items of tangible personal 
) property fOnsumed in the fulfillment of a construction 

contract, which items do not become a physical component 
part of thy property upon which work is performed. Sup-
plies incl~de, but are not limited to lubricants, cleaning 
compound,s, polyethylene covers, rnck salt and rope. 

"Contraptor" means any individual, partnership, corpora-
tion or o~her commercial entity engaged in any business 
involving erecting structures for others, or building, or oth-
erwise im~roving, altering, or repairing real property of 
others. · 

"Exempt organization" means any agency, insfrumentali- . 
ty, 'authori1ty, or public corporation of the governments of 
the Uniteq States of America or the State ,of New Jersey, or 
any politic~! subdivision of the State of New forsey; or, any 

· organizatiqn which holds. a valid exem,pt organization permit 
issued pur~uant to the provisions of N.J.S.A. 54:32B-9(b ). 

I 
' ' 

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

I 
I 

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

I 
i 

Supp. 6~1-98 24-18 



SALES AND USE TAX ACT 

"Tangible personal property" means corporeal p~rsonal 
property of any nature. 

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

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

1 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 in-
clude installation services; definition of real property found in the 
Business Personal Property Tax Act held to be used in dete~mining 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 corpora-
tions. Mal Brothers Contracting Co. v. Director, Div. of Taxation, 124. 
N.J.Super. 55, 304 A.2d 750 (App.Div.1973), certification denied 63 
N.J. 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 
N.J.Tax 421 (Tax Ct.1985), affirmed per curiam 8 N.J.Tax 335 (App. 
Div.1986). 

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)n 
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 taxes, sales of 
materials and supplies to contractors for use by them in 
erecting structures for others, or building on, or otherwise 
improving, altering or repairing real property of others. are 
deemed to be retail sales. 

(b) Except ~s hereinafter provided, contractors purchas-
ing 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 fulfillment 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 
sponsor described in N.J.S.A. 54:32B-8.22( c ). 

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, 

18:24-5.5 

simultaneously with or after completion of the exempt 
organization job; or 

2. The contractor holds a valid direct payment permit 
(forJll 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 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), substituted a reference to N.J.S.A. 52:27H-29 et seq. for a 
reference to N.J.S.A. 52:27H-29 in the introductory paragraph. 

Case Notes 

Tangible personal property; exemption pursuant to Urban Enter-
prise 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, 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 

The purchase, rental for 28 days or less, or use of 
equipment by a contractor is subject to tax, whether or not 
the equipment is purchased, rented or used in fulfillment of 
a contract with an exempt organization. Lessors shall be 
taxed on lease transactions of more than 28 days duration. 
See N.J.A.C. 18:24-1.4(0). 

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

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 con.tractors for the 
exclusive use in improving and altering real property of the State or any 
of its agencies, instrumentalities, public authorities or public corpora-
tions. Mal Brothers Contracting Co. v. Director, Div. of Taxation, 124 
N.J.Super. 55, 304 A.2d 750 (App.Div.1973), certification denied 63 
N.J. 554, 310 A.2d 469 (1973). 

18:24-5.5 Purchase of taxable services 

(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, except where 
such installation results in a capital improvement to real 
property, (see Section 7 of this Subchapter); 
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3. Maintaining, servicing, or repairing real or tangible 
perso:qal property. 

Cas·e 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 ~he 

. 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 · 

Services rertdered by a contra~tor in installing tangible 
personal property, except in those instances where such 
services are rendered in connection with the installation of . 
property'.which, when installed, will constitute an addition or 

· capital improvement to real property, are s:ubject 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). 
Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 

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

service for installing such property, unless installation constitutes an 
aqdition or capital improvement to real property: Act's use of "sales" 
iri exempting . certain public utility business transactions does not in-
clude' 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)'. 

18:24-5. 7 Installation services capital improvement 
(a) In determining whether an installation of tangible 

personal property results in a· capital improvement; the 
following facto~s should be considered: . -

L Whether the improvement results in an increase in 
the capital val,ue of the real property; 

2. Whether the improvement results in a significant 
increase in the useful life of the real property. 

(b) Where any· contractor has installed property which, 
when installed, results in a capital improvement to real 
property, he shall obtain from his customer a duly complet-
ed certificate of capital improvement (form ST-8) and 
retain it for his permanent records. · 

(c) Where a contractor performs an installation which 
results in a capital improvement to real · property, ·· no tax 
should. be collected from the customer. The tax on materi-
als used is the responsibility of the contractor. The services 
performed by m·aking an installation are not subject to tax 
where the installation . results. in a capital improvement· to 
real property. (See N.J.A..C. 18:24-2, Retention of records 
by vendors, and N.J.A.C. 18:24-9, Requirements relating to 
organizations operated for. religious, charitable, scientific, 
testing for public safety, literary or educational purposes or 
for the prevention of cruelty to children or animals.) 

DEPT. OF TREASURY-TAXATION 

As amended, R.1982 d.141, effective May 3, 1982. 
See: 14 N.J.R. 140(b), 14 N.J.R. 430(b).· ___ , 
· (b): Text delet~d; (c) and (d) renumbered as (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 
additio~ or capital improvement to real property; Act's use of "sales" 
in exe~ptiqg certain public utility business transactions .does not in-
clude 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 
to/tioµ, 3 N.J;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 arid Use Tax Act; 
taxpayer not entitled to rely on customers' certificates of i;xemption; 
taxpayer's sale and installation of hydraulic deck level held not exempt 
from sales tax as an improveihent to real property. Elbert Lively & 
Co., Inc. v. Director, Div. of Taxation, N.J.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, 

bl!t must obtain from the customer a completed Certificate of Capital 
Improvement for permanent retention; installation charges for above 
ground pool ncit sales -tax exempt where contractor failed to prove 
installation was a capital improvement absent certificate. H.J. Bradley, 
Inc. v. Jlaxation Div. pirector, 4 N.J.Tax 213 (Tax Ct.1982). 

18:24-~.8 · Contractor services maintaining; servicing or 
' repairing real property 

(a) Services rendered by a contractor in 'maintaining, 
serviciqg or repairing real propdrty, except as hereinafter 
provided, are subject to tax. When charging the tax on 
maintaining, servicing and repairing real property,. a contrac-
tor must charge the sales tax.on only that portion of his _bill 

· attributable to services. The tax on materials used in 
performance of such services is the responsibility of the 
contractor. 

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

· l. 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 nionths during which a 
cooling system might be in use.); or 

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

( c) Iq 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 
~ervices, are the responsibility of the contractor. The con-
tractor should charge tax only 'on the service portion· of his 
bill. 
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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). 
Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R, 1206(b), 30 N.J.R. 2070(b). 

18:24-5.9 Fabricator/contractor's purchase of materials 
(a) Where any person is engaged in the business of 

fabrication of items of tangible personal property produced 
for incorporation into. real property as component parts 
thereof, as \veHas the business of installing 1$UCh wroperty, 
such person is required to purchase all materials as defined 

· in Section 5.2 (Definitions) of this Chapter as purchases for 
resale. 

. (b) The fabricator/contractor will not be required to pay 
tax on materials at the time of purchase: (The fabrica-
tor/contractor should issue a duly completed Resale Certifi-
cate (Form ST-3) in aUsuch instances.) 

18:24-5.10 Fabricator/contractor · 
. Where a fabricator/contractor .sells his completed product 

for installation by sqmeone other than himself, he is re-
quired to charge and collect tax on the selling price of the , 
product. · · 

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

(a) Where a fabricator/contractor sells his or her fabricat-
ed 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 ren-
dered in connection 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: 

1. The price at which items of the same kirld are 
offered for sale by him or her; or 

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

(b) Where a fabricator/contractor sells his or ht:r fabricat• 
ed product, and as a part of that sale agrees to install the 
product at a location in this State, and such installation does 
not result in a capital improvement to real property (see 
NJ.AC. 18:24-5.7), he or she is required to pay u~e tax on 
the product installed, in the same manner as described in 
(a) above, and is further requireil to collect the sales tax on 
that portion of his or her bill attributable to installation 
charges, 

( c) Where a fabricator/contractor sells his or her fabricat-
ed product, and as a part of that sale agrees to install the 
product at a location outside this State, he or she. is respon° 
sible for nf;!ither the pay1ment of use tax as provided in {a) 

18:24-5~12 

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 hii, facility in New Jersey. Thf steel is 
fabricated as prpvided in shop drawing specifications for 011° 
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 A~gust 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)l: 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) . 

Case Notes 

' Roof installer owed compensating use tax on ·• its purchase.· of raw 
materials. Polaris Corp .. v. Director, Div. of Taxation, 12 N.J.Tax 70,. 
(1991). 

18:24-5.12 Subcontra¢tor purchases and services 

Subcontractors-Where a contractor enters into a con-
tract to perform specified operations for a second contrac-' 
tor: 

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

(b) Taxable. services ,(see Section 5.6 of this Chapter) 
performed by a subcontractor for a prime contractor are not 
subject to cpHection of tax by the subcontractor. In sucn 
cases, . the responsibility for coUection of tax is · that of the 

.· prime contractor. 'However, the subcontractor should main-
tain records to substantiate that. taxable services were per-
fo~med for a prime contractor. Purchases of materials by 
subcontractors for use in fulfilling service contracts with 
prime contractors are subject to · tax, except where suc:h 

. purchases are for exclusive use in fulfilling service contracts 
with a· prime contractor fulfilling a contract with an exe111pt 
organization. 

(c) Services performed by subcontractors for prime con-
tractors resulting in capital improvements to real property 
are not subject to tax. Purchases of ma.terials by subcontrac- · 
tors for use in fulfilling contracts with prinie contractors are 
subject to tax, except where such purchases are for exclusive 
use in fulfilling contracts with a prime contractor fulfilling a 
contract with an exempt organization. (See N.J.A.C. Sec-
tions 18:24-5.3, 18:24-5.4 and 18:24-5.5 for procedural re-
quirements on exempt organization contracts.) 
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.18:24-5.13 Performance• ofcontracts out-of-State 
( a) The purchase of materials, supplies and equipment in 

New Jersey for use in erecting structures. for others, or 
building on, .. or otherwise improving, altering or repairing 
real property ofothers at a location outside of New Jersey 
are subject to New Jersey sales and use tax'es when such 
materials, supplies and equipment are picked up by the 
contractor in New Jersey. · 

(b) Such purchases of materials and supplies are not 
subject to tax when delivered to an out-of-State job site by: 

1. The supplier; · 

2 .. Acommon carrier; or 
3. An unregulated carrier hired by the supplier. 

. 18:24-5.14 Out-of-Statf:l purchases 
(a) The use in New Jersey. of any materials, supplies, 

equipment or services purchased outside of New Jersey is 
taxable; subject to the . comity provisions . of N.J.S.A. 
54:32B-:-11(6). . 

(b) In such cases, the use tax liability shall be based on 
the purchase p*e of the materials, . supplies, . equipment or 
services, except. that in the case of equipment used. outside 
of New Jersey by the contractor for more than six months 
prior, to its use Within New Jersey, the use tax on such 
equipment shall be based upon the current market value of 
the equipment 

18:24-5.15 Code provisions applicable to certificates 
In general, the· issuance and acceptance of certificate 

forms issued pursuant to the provisions of the Sales and Use 
Tax Act are governed by the provisions set forth in Sub- · 

. chapter 9 of this Chapter. 

18:24-5.16 Certificate issuance and acceptance procedures 
(a) Procedures to beJoHowed by contractors and fabrica-

. tor/contractors with respect to the issuance and acceptance 
of certificate forms are.as follows: 

1. Resale Certificates (FormST.:..:3) may not be issued 
· by a contractor on any purchase of .materials, supplies, 

equipment or services. · A fabricator/contractor should · 
issue a Resale Certificate to his suppliers on all purchases 
of materials. · · 

2. Exempt Use Certificates (Form ST-:-4) may be is-
sued . by· contractors · and fabricator/contractors only in 
cases where. the materials purchased are for exclusive use 
in installing machinery, equipment or apparatus exempt at 
the time of purchase under the•. provisions of Section 8 of 
the Sales and Use Tax Act. In those instances where a 

· valid Exempt Use Certificattl may be issued by a contrac-
tor or fabricator/contractor, the certificate form must 
disclose his business name, sales tax registration number, 
the n,ame and sales tax registration number of any other . 
party to the contract, the nature of the work to be 
performed, and the date the \York will commence. 
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3.i Exempt Organization Certificates (Form ST..:.5) may 
not ~e issued by a contractor or fabricator/contractor in 
con~ection with any purchase .. The Exempt Organization 
Cert/ficate should be obtained by a contractor or fabdca-
tor/dontractor in all instances where he has performed any 
oft~e taxable services enumerated in Sections 5.6, 5.7 and 

· 5.8 qf this Chapter. · 

4. i DirectPayment Certificates (Form ST-6A) may be 
issu~d · by . a contractor 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 
direcitions issued1 for use thereof. · .· . · 

5.' Farmer's Exemption Certificates (Form ST-7) m'.ay 
neitqer be issued by a contractor or fabricator/contractor, 
nor accepted by. him as evidence of exemption, . except, • 
that 1in the case · of a sale by a fabricator/contractor to a . 
persc;m empowered to issue a Farmer's Exemption Certifi-
cate 'of an item of tangible· perscmal property which is for 
dire9t and exclusive use in agriculture or horticulture, and 
whic,\1 is not purchased for incorporation into a building 
or s~ructure, a Farmer's Exemption Certificate may be 
acce~ted by the fabricator/contractor; provided, however, 
that 'any charges! for installing such exempt property are 
subjdct to tax. 

! .. . . ·. . 
6. !Certificates. of Capital Improvement {Form ST...;8) 

shou'd be obtained .. by. a contractor, subcontractor or 
fabri¢ator/contrnctor from his customer in any instance 
wherf the performance of his work results in a capital 
improvement to. real prnperty. A contractor or a fabrica-
tor/ don tractor may accept· ~ertificates of capital improve-
ment! as a basis for exemption from tax on hisservices 
only \where his work has, in fact, resulted in a capital 
• . I . . .• · . ·,. . . . 
1mpr6vement to real property. The nature of the work 
perfc¥med is ·tl)e determining factor·. in.· deciding whether 
to collect tax on a· contractor's services. .The possession 
of a c:;ertificate of capital improvement, in and of itself, is 
not· shfficient to eliminate liability for taxes which should 
have 'been collected. The contractor must. accept such 
certiftcate in "good faith" to be relieved of liability. 

! . 

- 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 
inctease in'. the useful life of such property. See 
N.~.A.C. 18:24-5.7, · 

I,: 

· i~. "Repair" mec1ns maintaining the existing value of 
the I property. · 

I . 
if Examples of capital improvements a,:e:, 

j 
! (1) .Neyv construction; 

(2) New roof, installation of; 

(3) Tiled bath, installation of; 

i ( 4) N~w bath fix:tures, installation of; 

1 (5) New kitchen fixtures, installation of; 
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( 6). Paving of driveway; 

(7) Shnibbery, trees; and so forth,•planted; 

(8) Paneling,_ installation of; 

(9} In-ground swim pool, instal1ation.<;>f; _. 

.· (10) · New central air conditioner in~tallation; . 

(11) Porch enclosure, construction of; 
. . 

(12) New heating system installatioli; 

(13) Rewiring; 
. . ·. ' 

(14) New electrical outlets installed; 

(15) New siding, installatio~ of; 
. . . . . I 

(16) Garage, construction of; 

(17) Patio, construction of; 

(18) Storm doors a.rid windows, installation of; · 

(19) New hot water hea:ter installation. 

iv. In general, a contractor who accepts·a certificate 
of capital improvement iri "good faith" is relieved of 
liability for collection or payment· of tax upon transac-
tions covered by the certificate. The question of "good 
faith" is one . of fact and depends upon a consideration 
of all the conditions surrounding the . transaction: A _ 
contractods presumed to be familiar with the law and 
the regulations pertinent tff the business in which he· -
deals. In order for "good faith" to be established, the 
following coriditi~ns must be met: 

(1) The c;ertificate must contain n,o statement or 
entry which the contractor knows, or has reason to 
know, is false or misieading~ . . · .. 

(2) The certificate must be an officially promulgat-
ed certificate form or a substantial and proper repro-
duction thereof .. - · 

(3) The certificate must be dated and e~ecuted. in. 
accordance with the published instructions, and i;nust · 
be complete and regular in every respect.· ·· · · 

V •. The contractor may, theref~re, under the circum-_ 
stances, accept tbjs "good faith" certificate of capital 
improvement as a basis-for not collecting_ sales tax witb 
respect to service or labor charges. - · · 

vi. The use of the Cer!ificate of Capital Improve- -
mertt, form ST-8, is required in all applicable transac- · 
tions: 

7. Contractor's Exempt Purchase -Certificate (For~> 
ST-13). ,I . 

"I. 
I 
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i. Form ST-13 must be completed and issued to the 
. sµpplier of a contractor i11.· every instance w,here pur-
. chasei, . are made by C<1?ntractor 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) inust be completed by 
the contract9r when the contractor purchases materials- or 
supplies ex:clusively··for performing work for a qualified 
business · at the business's real property .located in fill 
urban enterprise zone. The ,UZ-4 is obtainable only 
from the qualified business. After completing the .UZ-4, 

· the coritia~tor must issue copies to its Nendors and its 
subcontractors. Any subcontractor receiving. a UZ-4 
must attach its name, address, and Certificate of l\uthori-
ty number (in· addition to the name; address, and number 

· of the_ contractor) and then give the UZ-4 and attach-
ments to its vendors. "Qualified business" means-~ person 
or entity that the Urban Enterprise Zone Authority has 

·. certified to be a qualified business __ according to -the · · 
criteria in N.J.S.A. 52;27H.:..6:ic. · · · · 

9. If a qualified housing sponsor, as defined m 
N.J.S.A. 55:14K~3 of the New Jersey Housing and Morfl 

-gage Finance Agency Law of 1983; has received Federal, 
State· orAocal government-_subsidies, a,s verified by the · 
New Jersey Housing and ~fortgage Finance Agency on a 

. Certification of Housing Sponsor · form, in addition to 
New Jersey Housing and Mortgage Finance Agency fi-

' nancing for the specific housing project, contractors of the 
housing sponsor, pur~uant to P;L 1988, c.83, may pur-

. chase materials, supplies and services tax free -for _the 
· specific · housing project. -The contl'.actor mµSt receiv:~ a . 
copy of the housing sponsor's Letter of Exemption ,for his 
records and may then issue a Contractor's Exempt Puts 

-_· .chase Certificate (Form ST~l3) t~ his. suppliers to docu-
ment hts exempt purchases for the housing project ... 

Amended by R.1975 d.246, effective August 15; 1975. 
See: 7 N.J.R. 347(a:), 7 N.J.R. 446(b): . 
Amended _by R.1993 d.313, e_ffective July 6, 1993. ' 
See: 25 N.J.R. l486(a), 25 N.J.R. 2899(c). ; 
Amended by R.1998 d.288, effective June 1, t998i 
See: 30 N,J.R. l206(b), 30 N.J.R. 2070(b). 
_ In (a)6vi, delete,d ru;i Editor's Note. · 

. Case Notes 

_. Providing hardwood floor refiriishil,1g services.did.not entitle taxpayer 
to capital improvement exemption.. Newman· v .. Director, Div. of 
Taxation, 14 N.J.Tax 313 (1994), affirmed 15 N.J. Tax 228. 

~·- . \... . " 
Taxpayer, by acquiring arid, 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 entitle_d to rely. on customers' certificates of exemption; 
taxpayer's sale and installation of hydraulic deck level held not exempt 
from' sale& t!}X asl an improveme,nt to real property. Elbert Llvely & 
~-, Irie. v. Director, Div1 of Tax(ltion! 5 N.J.Tax 431 (Tax Ct.1983). 

. 24-23 Supp. 7-16-01 
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When; a contractor tnstalls 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 N.J.Tax 213 (Tax Ct.1982): 

,--
. I. ' 

18:24-5.17 _ Penalty for fraudulent issuance of exemption 
certificates 

Any person who issues or accepts an -exemp~ion certifi- . 
<::ate, known to him to be false, for the purpose of avoiding 
payment or collection of sales or use· taxes is guilty of a 
misdemeanor under the provisions ofN.J.S.A. 54:32S:-26(b); 
the penalty for: which. shall be afjne of not more than,_$1,000 
or imprisonment for not ~ore tb,an one year, or both such 
fin:e and imprisonment. 

I 
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SUBCHAPTER 6. CLOTHING AND FOOTWEAR 
·. . . i. · . . .. I.· . 

18:24-~.1 Clothing and footwear exempt 
. Section ey.4 of the New Jersey Sales.and Use l'ax, N.J.S.A. 

'54:32~1 et seq., e~empts receipts from the sale of ~tides· 
of clotl;iing and footwear·for human-use except articles.made · 
of fur bn the hide or pelt of an animal, where such fur is the 
comporent material or chief value of the article .. 

I 

Amendyd by R.1993 d.31_3, effective July 6, 1993; 
See: 25[N.J.R.}486(a), 25 N.J.R. 28~2(c). 

1 
_ _ Case Notes _ 1 

Rules concerning ex~i:nptions from sales and use.tax for receipts from 

.18:24-5~18 Records ", 

-,retail s~les of clothing and footwear valid; ski boots · not exempt 
because they a,re not adaptable for general "\!Se as footwear. Ski Haus, 

_ Inc; v. 1axation Div, Director~ 5 N.J.T~ 26 (Tax Ct.1982). 
\ - - 1 -- - - - . - __ -

18:24-i6.2 Clothing aµd footwear defined 
Contr_actors· and fal)tica:tor/contractors. are required to 

_ maintain records in -compliance with _the_ rules set forth in 
Subchapter 2 of this Chapter; · · · 

-18:24-5.19 · Unregistered contractor bonds orreports 
. . ) ~- . . 

(a) When _an unregistered contractor uQd~r provisions of 
N.J.S.A. 54:32l3-15 enters into a conftact under which tangi- _ 
ble personal property or taxable services will be used or 
co,sumed in New Jersey, the contractor shall register for tax 
purposes and present to the Director of the Division of 
Taxat~on a deposit or guarantee bond equal to five percent , 
of the total amount to be paid under the contract whenever - . 
the circumstantes indic~te that it i& appropriate to protect 
the interests of the State.· Sucb circumstances would 1nclude 
if the unregistered contractor is only temporarily engi:\ged in· 
business in the State. · 

(b) Any· person doing business with a'contractor shall 
obtain from the contractor a copy of . the tax. registration 
certificate issued to the contractor pursuant to N.J.S.A. 

- , - - - . 

54:32B-15. If the con.tractor does not have a tax registration 
certificate, the person doing business With. the contractor 
:shall provide the naII1e and address of the contractor and a 
brief description of the contract to the Division. This re-. .· . 
quirement shall be satisfied by mailing the name and ad-
dress and contract summary to the New Jersey Division of 
Taxation, PO Box 269, Trenton, NJ. 08695. Failure to coin-
ply shall be a disorderly persons offense under N.J.S.A. 
54:52,-;6. . 

- - -
· · (c) Th~ bonq requirein.ei:it is imposed to; secure payment · 
of taxes payable with respect to ti,uigible personal property 
or taxable services used or consumed under a contract or 
other Stiite taxes and is also imposed tci assure that ·an · 
contractors ·are registered and ;it). compliance with New. 

·. Jersey tax law. . 

New Rule, R.2001 d.Z;i6, effective July 16, 2001. 
See: 33 N.J.R. 1346(a), 33 N.J.R. 2494(c). · 

· Forjthe purposes of Sec.tion 8.4 (see N.J.A.C. 18_:24-6.1), 
clothm.g and _footwear 'means all inner and outer wear, -

I . - - - - -
footwear, headwear, gloves and mittens; µeckwear and ho-
-siery ~ustomarily worn on the human body,· 1_1nd shall include 
baby ~l&nkets and bunting, diapers, an<;l diaper insertsand 
baby pants., For the purpose of section 8,4 special clothing 
or safety dothing necessary for the daily work of the user 
shall qe considered clothing and footwear. 

Amen4ed 1?Y R.1993 d.313, effective July 6, 1993. 
See: 2f N.J.R. 1486(a)_, 25 N.J.R. 2899(c). . 

! - - - - -
· / _ . . . _ . _ Case Notes "_ _. _ . 

Rules concerning exemptions- from sales and use tax for receipts-from 
retail ~ales of clothing _ artd footwear valid; · ski boots not exempt' 

. becau* they are pot- adaptable for general use as footwear, Ski Haus, 
Inc. v. [fR1'RtiOn Div. Director, 5 N.J.Tax 26 (Tax Ct.1982). · 

I 
. 18:244,lj .•. 3 Specific articles of clo. thing_· and footwea.; exempt 

(a) The following article~ . of. clothing. and footwear are 
deemed exempt from the sales and use tax under N.J.S.A. 
54:23~8.4 and N.J.S.A. 54:32B-24: ' I - -

:-i ·\. ' . . . ... 
L ,;Aprons, household and shop; 

I , , • • . 

l1° Bathing suits; · 

j_ Reach capes· and coats; 
i 
4 ... Belts and suspenders; 
i 
5. Bibs; \ . . . . . . . ·. 
. 6. . Bowling shirts· if suitable :fior ordiiiary: wear; i . . ',: . . . . \ ·. . 
1. · Bridal apparel and accessories; 
1-. f Camp c;lothe~; --

9. '• Chesterfield overcoats and opera cape!? (evening 
w4ar); . '· 
. ~o. Coats and Wraps for evening we_ar; . coatl~nd ( 
wiaps for daytime wear; . \__ -; 

! -. . ', . 

Supp. 7-16-01 24-24 , 

- ) 
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11. Incontinence briefs; 

12. Children's costumes; 

13. Crib blankets; 

14. Dress shields; 

15. Dresses-evening gowns and dresses, regular or 
short, b:uetop or straps, cocktail dresses, party dresses 
and skirts for formal wear and bodices for evening wear; 

16. Garters and garter belts; 

17. Girdles; 

18. Glqves, except for use in sports; 

19. Hairbows; 

20. Head and neck scarves; 

21. Headwear and millinery, all types; 

Next Page is 24-25 24-24.1 

22. Hosiery and peds; 

23. Leotards and tights; 

24. Mackinaws; 

25. Men's formal wear; 

26, Neckwear; 

27. Overshoes; 

28. Rainwear; 

29. Receiving blankets; 

30. Rubber gloves for home or work use; 

18:24-.6.3 

31. Safety clothing normally worn in hazardous occu" 
pations; 

32. Scout uniforms; 

Supp. 7-16-01 
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33. Shoe laces; 

34. Shoes, hightop, for ·outdooruse; 

35. Sock~heavy ribbed; 

36. Safety shoes; 

37. Shoe_s for formal wea,r,. such as metallic doth, 
brocade, satin, gold or silver leather; 

38. S1;1~akers and tennis shoes; 

39. Underwear 
• _i.. .....~ 

40. Work clothes, work uniforms; and 
\ 

41. Yarmulke and.turbans.· 

Amended by R.1993 d313, effective Jilly 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.JJ~ .. 2070(b). . . . 

In (a), substituted a reference to im:ontinence briefs for a reference 
to corset laces in 11, inserted a reference to neck scarves in 20, aiidi 
added 41. · 

)". : 

Case Notes 
Rules concerning exemptions frbm sales and use tax for ~eceipts from 

retail sales of clothing and footwear valid; ski boots ·not exempt 
because they are not adaptable for general use as footwear. Ski Haus, 
Inc. v. Taxation Div. Director, 5 N.J.Tax 26 (Tax Ct.1982). . 

18:24-6.4 Clothing and footwearfor sporting acti:vi,ties 
Clothing and footwear used in ~nnection · with • sporting 

activities or. pastimes, which clothing and footwear are not 
adaptable to a use set forth in N.J.A.C. 18:24-6.2 (Clothing 
and footwear defined) shall not be considered to be clothing 
and footwear within the meaning of Section 8.4 of the Act. · 

Amended byR1993 d.313, effective July 6, 1993. 
See: 25 NJ.R. 1486(a), 25 N,J.R. 2899(c). 

Case Notes . . . ,.. . .. . 
Rules concerning exemptim1s from sales and use tax for req:iptl! from 

retail sales of clothing and footwear valicl; ski boots not exempt 
because they are not adaptable for general use as footwear. Ski Haus; 
Inc. v. Taxation Div. Director, 5 N.J.Tax 26 (Tax Ct.1982). · . 

18:24-6.S Athletic goods and equipment 
(a) Athletic equipment normally worn only in conjunction 

with the particular activity for whlch it is designed is St!bject 
to the sales tax. This includes, but is not limited to: 

1. Baseball and hockey gloves; 

2. Bowling shoes; 

3. Fishing boots _(waders); 

4. Golf shoes; 

5. Helmets (sports); 

6. Protective masks; 

Shin.guards and padding; 
. \ 

7. )· 

8. Skin0 diving suits; 

9. Track shoes and cleats; 

-10, Motorcycle helmets; and 

11. · Ski boots. 
i 

18:24-6.6 

(b) Articles which may be worn for general use not 
exclusively·· connected with· a sporting activity are exempt. 
These iµclude, but are not limited to: · · · 

1., Athletic supporters;·. 

2. Children's J;,aseball uniforms; 

3.. Children's football uniforms; 

4. Girls' and boys' gym suits; 

-5. Hooded shirts; 

6. · Knitted caps or hats; 

7. Overshoes, coats, mittens, parkas, and trousers 
sometimes sold in the trade as hunting, skating and skiing 
apparel, but suitable for· general outdoor wear· and com-
monly worn other than in a particular sport. 

. . ,/ 

8 .. • l?ullo~ers, turtle neck and other sweaters. 
. ' 

· Amended by R.1993 d.313, effJctive July 6, 1993. 
See: 25 N.J.R. 14S6(a), 25 N.J.];l. 2899(c): 

Case Notes 
· Rules concerning exemptions fro~ sales ~d use tax for receipts.from: 

retail sales of clothing and footwear valid; ski boots not exempt 
because they are not adaptable for general use as footwear. Ski Haus, 
Inc. v. Taxation Div. Director, 5 N.J.Tax 26 (Tax Ct.1982). 

18:24-6.6 Fur garments and articles 

(a) Garments or articles such as coats, stoles, jackets, . 
capes, collars;.muffs ?-Ild hats and ~imilar items made essen-
tially of fur, as defined in subsection (c) of this Section, are 

. . 

(b) Clothing. or footwear contairiing cloth or other mate-
rials and . having trim or other component parts of fur are 
subject to tax if the value of the fur trim or fui part 
comprises. Jll.O~e than half the value .. of 1;111 components· of the 
article. · · 

(c)·_ The word "fur" means natural or dressed animal hair 
· on the hide or pelt. It does not· include felt, woolens, or 
other fabrics which are made from animal hair. Thus: . . . . . 

1. . Rabbit fur dyed to resemble mink is "fur"; 

·-•. 2. · S)leepskin with wool· or hair. attached thereto is 
"fur'~.; 

3. Woven or knit materials made of animal hair or 
wool (such as angora or alpaca) are not "fur"; and 

4. Clbth printedwi_th a leopard pattern is not "fur". 

2~-25 Supp; 6-5-00 
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( d) The sale of remodeling services for fur garments and 
articles is subject to sales 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.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 

In ( c )3, inserted a reference to knit materials. 

18:24-6. 7 Accessories taxable 

Accessories and similar items are not considered clothing 
and footwear; and are taxable. These include, but are not 
limited to: 

1. Hairclips; 

2. Hairnets and barrettes; 

3. Handbags; 

4. Handkerchiefs; 

5. Jeweled tiaras; 

6. Jewelry; 

7. Umbrellas; 

8. Wallets. 

SUBCHAPTER7: 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. con-
text clearly indicates otherwise: 

"Director" means the Director of the Division of. Taxa-
tion 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 Di~ 
rector, ( directly, or indirectly by one or more redelegations 
of authority), to perform the functions mentioned or· de-
scribed in the Sales and Use Tax Act. 

I 

"Division of Motor Vehicles" means the Division, of 
Motor Vehicles of the Department of Law and Public 
Safety, State of New Jersey. 

"Motor Vehicle" as defined in the Sales and Use Tax and 
used in this Subchapter includes an vehicles propelled other-
wise than by muscular power ( excepting such vehicles as run 

· only ueon rails or tracks), trailers, semitrailers, housetrail-
ers, or any other type of vehicle drawn by a· motordriven 
vehicle, and motorcycles, designed for operation on public • 

'highways. 

DEPT. OF TREASURY....:..TAXATION 

18:24-/7.2 Taxability of retail sales receipts 

The i receipts from every retail sale of any motor vehicle, 
except; as otherwise provided· in .this Subchapter and by the \ 
Sales ~nd Use Tax Act (N.J.S.A. 54:32B-1 et seq.,) are ·~ 
subject to the sales or use tax. . 

Case Notes · 
' Tran~fer of automobile title from sole shareholder. to wholly-mvned 

corpodtion held to meet definition ,of retail sale for the purpose of 
s~les t* liability. L.B.D. Construction, Inc. v. Director, Div, of Taxa-
t10n, 8 N.J.Tax 338 (Tax Ct.1986). 

i 

18:2~7.3 Tax payment prerequisite to registration 

(a) :The purchaser or user of a motor vehicle, as well as 
the ve,ndor thereof, is responsible for the payment of tax due 
on th4 sale at retail or use of a motor vehicle' required to be · 
regist4red with the Division of Motor Vehicles. 

! . -
(b) jUnder the provisions of N.J.S.A. 54:32B-13, the Di-

recto~ of the Division of Motor Vehicles shall not issue a 
registtation certificate for any motor vehicle, ( except in the 
case of a renewal of registration by the same owner) unless 
prbof; has b.een furnished that the tax with respect to the 
sale 9f the motor vehicle to the registrant or his 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 Division of Motor Vehicles, the vendor thereof 
must 1collect the tax from the purchaser, if any such tax is 
due., hnd must remit the same to the Division of Taxation. 

I• . . ·• 
. . 

' . 
Amenc!ed by R.1993 d.313, effective July 6, 1993: 
See: ~5 N.J.R. 1486(a), 25 N.J.R. 2899(c). 

! 
18:2+7.4 Computation of tax on purchase .price; trade-in 

' ( 

(a)! Where any person engaged in the business of selling 
motot vehicles at retail completes a sale of a motor vehicle, 

I he s'all collect the sales or use tax, as may be the case. 
i . \,' ' '. 

(b) The tax shall· be computed upon the full amount of 
the Burchase 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 
amo~nt to the amount of a trade-in actually allowed on the 
purc~ase, will be permitted; provided, that: 

il:. 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 
i~mediately applied by the · seller to a purchase of a 
motor vehicle from the buyer; and · 

I ;2. The trade-in consists of property of the .same kind 
asi that purchased. "Property of the same kind" is con-
strued . to mean any other motor yehicle as defined in 
NjJ.A.C. 18:24-7.1; and 
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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. 

18:24-7.19 

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. 

Next Page is 24-33 24-32.1 Supp. 6-5~00 
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1. The sale of a new manufactui-ed or mobile home by 
the manufacturer or other vendor to a contractor, subcon-
tractor, homeowner or other ulti~ate consumer is a retaif 
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· vendor sells ' a 
new manufactured home to a homeowner or other ulti-
mate consumer and agrees to install; the home for the 
purchaser,the manufacturer or other vendor is acting as a 
contractor .and the tax is due directly from such person. 
Sales tax is riot collected from the purchaser. 

i. Where a new manufactured or mobile home is' 
purchased from a manufacturer or other vendor who is 
not a registered vendor in New Jersey fot sales tax 
purposes, the purchaser must pay the tax directly to the 
Division; provided, however, that where the manufac-
turer's invoice price cannot be ascertained, the tax is 
based on the purchase price. 
3. The salt; of a new manufacttiryd or mobile hc)ille by 

the manufacturer to a dealer is a sale for resale, and in 
the subsequent resale the tax applies tothe manufactllr" 
er's invoice price asfollows: 

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

Example 1:· Dealer X sells a manufactur:ed home 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. The 
taxable receipt is $20,000 and the sales tax is stated to and 
collected from the purchaser at the rate of six percent; or 
$1,200., . . . 

ii. Where the dealer sells a new · manufactured . or 
mobile home to a homeowner or othet 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 1: 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 freighLinto 
dealer X's place of business is $500. The dealer is· liable for 
the tax on $19,500, or $1,170. No tax on.the manufactured 
home is stated to or collected from the purchaser. 1 • 

iii. The sale of a new manufactured home by · a 
dealer or other vendor to a dealer is a sale for resale 

. and the acquiring dealer may issue a valid N~w Jersey 
Resale Certificate (Form ST-,J); ho)Vever, thatsales tax 
is due at the time of retail sale on the price paid by the 
acquiring dealer whenever· the manufacturer's invoice 
price cannot be ascertained. 

18:24'--7.19 
, , , 

(c) The sale of dealer-installed accessories, options, com-
ponents or other taxable tangible personal property for 
either a new or used mam,1factured or mobile home is 
subject to sales tax based upon the retail sales price, wheth-
er 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 provided by subsection ( e) below.· 

L , Dealer0 instaUed accessories, options, coinpo~ents 
or other. taxable tangible personal property are items such 
as furniture, fixtures, furnishings, appliances, attachments 

,Qr similar tangible personal property which are not includ-
ed with the home upon sale by thei map.ufacturer 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, waterheaters, ete. A Certificate of Capi-

tal lmprove~ent (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 D,ecember 22, 1983, the perma9ent 
installation of a new or used manufactured or mobile Borne 
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). 

L Services performed by a contractor, 'subcontractor, 
manufacturer or other vendor or. dealer acting as a con-
tractor.or subcontractor and rendered in connection with 
the permanent instal.lation 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 Capital Improvement (Form ST-8) has been obtained 
from the purchaser· and · retained by the. contractor or 
dealer for his, permanent records. 

2. Sales .of construction materials and supplies, con-
struction equipment or taxable services to a contractor or 
subcontractor, manufacturer or other vendor or a dealer 
acting as a contractor m, subcontractor, for use in the 
installation of a new or used manufactu;ed or mobile 
hofoeare subjec;t to sales tax or use tax as provided by 
N.J.A.C. 18:24~5. 

(f) The sale of a new or used trailer or housetrailer is 
subject to sales tax as provide,d for other. motor vehicles in 
this subchapter. · · · ·· ·' 

(g) A certificate of ownership for a new;or used manufac-
tured or mobile home will not be issued by the Division of 

· Motor Vehicles except upon prqof, in a form approved by 
the Division of Taxation and the Division of Motor Vehi~ 
des, that any; tax dµe on the sale or use of a new manufac-
tured or mobile home has been paid or that no such tax is 
due. · 
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f . . • 

(h) The rental or lease of a manufactured . or mobile 
· home permapently installed in a mobile h<;mie park is not 

s1;1bject 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, 198L 

· See: 13 N.J.R. 163(b), 13N .. J.R. 4<55(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. l088(a), 15 N.J.R. 1488(a), · 

Moratorium on taxation. of mobile homes. impost:)d until D,ecembet 
31, 1983; . · 
Amended by R.1984 d; 156, effective May 7; 1984. 
Si::e: 16.N.J.R. 359(a), 16 N.J.R. 1098(a). 

Section substantially amended. 
· Amen~ed byR.1984d.431, effective October 1, 1984. 
See: f6 N.J.R. 1965(a), 16 N.J.R. 2689(a). 

(h): added "not" subject to sales tax and deleted "as prpvided in 
· .· N.J.A.C. 18:24-3"> .. 

Amended by R.1993 d.3B, effective July 6, 1993. 
See: 25. N.J.R. 1486(a), 25 N.J.R. 2899(c). . . 
Amendedby R.1998 d.288; effective June 1, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R 2070(b). 

SUBCHAPT:ER 8. EXEMPT 
NONGOVERNMENTAL ORGANIZATIONS 

. . 
18:24--8.1 General statutory exempfion to qualified · 

· · organizations · · 

(a) N.J.S.A. 54:32B~9(b) provides for e~emption from 
sales and u~e taxes on any sale or amuse.ment charge by or · 
to,· and ariy use or occupancy by certain nonprofit organiza-
tions described in N.J.S.A. 54:32B.,..9(b)(l), hereinafter re-
ferred to as secticin9(b)(l), where such sales, charges, uses 
or occupancies are directly related to the purposes forwhich 
qualified organizations have been organized .. 

(b) Specifically, organizational exemption is' afforded to 
any corporation, associatiop, trust, of community chest; · 
fund or foundation Qrganized and operqte,d exclusively for 
religious, charitable, scientific, tc:sting for public safety, liter- · 
ary or educational purposes, or for the prevention of cruelty 
to children or · animals, or as a .volunteer . fire company, 
rescue, ambulance, first aid ·. or emergency company or 
squad, and an association of parents and teachers of an 
elementary or secondary public or private school, no part of 
the net earnings of which inures to the benefit of any 
private shareholder or individual, no substantial part of the 
activities of which is cqrrying ori propaganda; or1 otherwise 
attempting to influence legislation, and which does not par, 
tidpate in, or intervene in (including the publishingor dis• 

. tributing of statements) any political campaign on. behalf of 
any candid.ate for. public office·, and· provided that. organiza-
tions seeking to qualifyfor .exempt organization status meet 
the eligibility requirements.set forth in this subchapter,, and 
further provided that such organizations comply with all 
procedural requirements contained .in this subchapter. 

i 
i 

. DEPT. OF TREASURY---TAXATION,_ 

18:24J8.2 Exemption not based on nonprofit status 
I . 

An prganization ~s not exempt from tax merelybecause it 
is a nonprofit organization. In order to ·establish· this 
exempbon, it is nece~sary that every organization daiming 
exemp;tion, file with the Division of Taxation an application 
Form REG-lR. 

'· I , • . • 

Amend6d by R.1993 d.313, effective July 6, 1993: 
See:. 2sr N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amend~dbyR.1998 cl.288,.i::ffective June l, 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-SB. ( 

Case Notes 
Dental service corpor~tion, though . entitled to. exemption from. sales 

tax; not tax exempt until if actually applied for and was approved · 
for that [status; corporation not ent_itled to refund pf sales tax paid prior 
to its application. New Jersey Dental Service Plan,. Inc. v. Baldwin, 7 . 
N.J.Taxl421 (Tax Ct1985) affirmed per curiam 8 N.J.Tax 335 (App.Div .. 
1986). i . 1 

i 
.18:24--8.3 

1 
Reliance on granted exemption; change in 
status 

Subj~ct to the power of the Director, Division of Taxa-
tion, t9 revoke rulings because of a change in the law or 
regula~ions or for other good.cause, an organization tliat has··. 
be,en d;etermined by the ,director to. be exc:mpt under section 
9(b)(1J may rely upon such determination so Jong as there 
are noi substantial changes in thi organization's character, 
purpos;es or methods of operation. · · · 

I . . . . 
18:24--~.4 Application for exemption; information 

( a) ,i\n · organization •. claiming exemption . under Section 
9(b)(l) shall file_ the formal application Form REQ---lE; in 
accord~nce with'. the instruction on the form or issued 
therewith, -

(b} The applicant may be required to show: ! . . . . . 
· 1. i The character of the organization; 

2. The purpose for which it was organized; 

3. i Its actual activities; 
I 

4. ! Sources ofjts · income and. receipts and disposition 
ther~of; 

I 

5. j Whether or not ,my pa~t of cits incoroeor r_eceipts is 
credited to surplus or may mure to the . benefit of any 
privJte shareholder odndivid:ual; ·. . · 

. 6. i . Names and titles of principal officers; and 

7. i In general, all facts relating to its operations which 
may !affect itSright to exemption.- · · · · 

- I . . . . 
( c) To each application should be attached: 

1. ! A conformed copy of the articles of incorporation; 

2. ] The declaration of trust, or other ihstrimiei;tts, of 
simH'fir iroport, . setting forth· the permitted· powers and• the 
authorized activities· of the organization; 

I - - , 
. I 
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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 determina-
tion letter or ruling issued by the Internal Reve.nue 
Service.• \ 

( d) Each application shall contain or . be verified by a 
written declaration that such application is made under oath 
and therefor subject-.to the penalties for perjury. 

Amendec! 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 reference to Form REG-lE for a reference to 
FormST.;...5B. 

18:24-8.5 · "Private shareholder 1or individual" defined 
The term "private shareholder or individual" in Section 

9(b)(l) refers to persons having a personal and private 
interest in th,e activities of the organization. 

SUBCHAPTER 9. REQUIREMENTS RELATING 
TO ORGANIZATIONS OPERATED FOR 
RELIGIOUS, CliARITABLE, SCIENTIFIC, 
TESTING FOR PUBLIC SAFETY, LITERARY 
OR EDUCATIONAL PURPOSES OR FOR 
THE PREVENTiON OF CRUELTY TO 
CHILDREN OR ANIMALS 

·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)(l), an organization must be both organized and 
operated exclusively for one or more of the purposes speci-
fied 1n this Subchapter. 

(b) If an organization fails to meet either the organiza-
tional test. or the operational test, it is not exempt. 

18:24-9.2 Exempt purpose defined 
The term "exempt purpose or purposes/' as used in this 

subchapter, means any purpose specified in Section 9(b)(l). 

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. 

18:24-9.3 Organizational tests 
(a) Ingeneral. 

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 t,o one 
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or more exempt purpose~; and do not expressly empower 
· the organization to engage, otherwise than as an insub-

stantial part of its activities, in activities which in them-
selves are not in furtherance of one m more· exempt 
purposes. 

2. In meeting the organizational test, the organiza-
tion's purposes, as stated in its articles, may be as broad 
as,. or more specific than, the purposes stated in Section 
9(b)(l). · Therefore, an organization which, bythe terms 
of it~ articles, is formed "for literary and scientific pur-
poses within the meaning of Section 9(b)(l) of the Sales 
and Use Tax Act'', shall, if it otherwise meets the require-
ments 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 described in 
Section 9(b)(l), and exempt from taxation under Section . 
9;' are sufficient fot purposes of tlle organizational test, 
Moreover, it is sufficient if the articles set forth the 
purpose of the organizat_ion 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 
suffident for purposes of . the organizational test . (See 
subsection ( e) of this Section for rules relating to con-
struction ofterms). 

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 tllough such organization is 
by the terms of suth articles, created for a purpose that is 

· nCl broader than the purposes specified in Section. 9(b )(1 ). 
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 organi-
zafional test regardless of the fact that its articles may 
state that·· such organization is created "for charitable I. 
purposes within the meaning of Section 9(b )(1) 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 Sectidn 9(b )(1 ). The fact that the a.ctual 
operations of such an organization have been exclusively 
in furtherance of one or more exempt purposes shall not 
be sufficient . to permit . the organization to meet the 
organizational test. Similarly, such an organization will 
not meet the· organizational test as a result of statements 
or other evidence that the members thereof intend to 
opernte 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 
proposed activities with and as part of its application for 
exemption. 
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6. An organization should submit a copy of its Section 
501(c)(3) determination letter or ruling issued by the 
Internal Revenue Service as prima facie evidence . of 
exemption under Section 9(b)(l) of the Sales and Use 
Tax Act. A Federal exemption granted under Section· 
501(c)(4) or another section of the Internal Revenue 
Code -is not a basis for exemption under the Sales and 
Use Tax Act. · 

(b) Artitles of organization. For RUrposes of this Section, 
the term "articles of organization" or "articles" include the 
trust instrument, the corporate charter, the articles of asso-
ciation, 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 t0 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-~.4(c) (Operational 
test). 

( d) Distribution of assets on dissolution. An organization · 
· is not organized exclusively for one or more exempt pur-
poses unless its assets are dedicated to an exempt purpose. 
An organization's assets will be considered dedicated to an 
exempt 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 
not 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. 

( 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 estab-
.lish such special· meaning by clear and convincing reference 
to relevant court decisions, · opinions of the state ~ttorney 
general, or other evidence of applicable state law. 
Amended by R.1993 d.313, effective July 6, 1993. 

DEPT. OF TREASURY-TAXATION 

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 requir~ment; and in (c), substituted references to 
N.J.A.C. 1_8:24-9.4(c) for references to N.1.A.C. 18:24-8.9(c) in 3 and 4. 

18:24--9.4 Operational test 
(a) Primary activities. A nonprofit organization is consid-

ered 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)(l ). 
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 
shar~holders or individuals. (For the . definition of the 
words "private shareholder or individual" see Section 8.5 
(Definition) 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 defined in (c)2, 3 or 4 below; 

2. An organization- is an "action" organization if a 
substantial part· of its activities is attempting to influence 
legislation by propaganda·or otherwise. For this purpose, 
an organization will be regarded as attempting to influ-
ence 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 advocates the adoption or rejection of legislation. The 
term "legislation," as used in this paragraph, includes 
acticm by the Congress, by any state legislature, by any 
local council or similar governing body, or by the public in 
referendum, initiative, constitutional amendment, or simi-
lar procedure. An organization will not fail to meet the 
operational test merely because it advocates, as an insub-
st~tial part of its activities, the adoption or rejection of 
legislatio~. · 

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 pu.blic . office. The term· "candidate for 
public office" means an individual who offers himself, or 
is proposed by others, as a contestant for an elective . 
public office, whether such office be national, state or 
local. Activities which constitute participation or inter-
vention in a political campaign on behalf of or in opposi-
tion to a candidate include, but are not limited to, the · 
publication or distribution of written or printed state-
ments 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: · 
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i. First, its ·main or primary objective or objectives 
(as distinguished from its incidental or secondary objec~ 
tives) may be attained only by legislation or a defeat of 
proposed legislation; and · · 

ii. Secondly, it advocates, or, -campaigns for,, the-. 
attainment of such mai11·or primary objective or objec-
tives .as distinguished from engaging in nonpartisan , 
analysis, study,. or research and malting the results 
thereof available_ to the public. - In_ determining whether 
an organization has such chanj,cteristics, all the sur-

- rounding facts and circumstances, including _the articles · 
and all activities of the organization, are to be consid-
ered. · · ·· 

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

18:24-9.5 Specific purp~ses exempt 
(a) An organization Illay be exempt as an organization 

described in Section 9(b)(l) if it is organized and operated . 
exclusively for one or more· of the following purposes: 

, . . 

1. Religious; 
2. Charitable; 
3. Scientific; -
4. Testing for pilblic safety; 
5. Literary; 
6. Educati9nal; or _ _ 
7. Prevention of cruelty to children, or anim~ls: · 

(b) Since .each of the purposes ~pecified in · subsection (a) 
of this Section is an exempt pqrpose in itself, ;m organiza~ 
tion may be exempt if itis organized and operated exclusive-

-ly for any one or more of such purposes. · u; in fact," an 
organization is organized_ and operated exclusively for _ an 
exempt purpose or purposes, exemption will be granted to 
such an organization regardless of the purpose or purposes -
specified in its application for ·exemption. For example, if 
an org!:\fiization claims exemption on the · ground · that it is 

. "educational", exemption will not be denied if, in/fact, it is 
"charitable", · · 

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)4, substituted "for" for "and". 

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 iri 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 organiza-
tion to establish that it is not organized o:r operated for _the _ 
benefit of private interests _ such _ as designated individuals, · 
the creator or his or her family, shareholders of the organi-
zation, or persons controlled, directly or indirectly, by such 
private interests. · 

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 N.J.AC. 18:24-9.5 for a reference to 
N.J.AC. 18:24-:!U0 iri the first sentence, mid· neutralized· a g~nder • 
reference. · ·1 

··.1· 

18:24-9.8 . . . . I 
. . . -

. . . 

18:24-9.7 -"Charitabi~;, defined · -- --· -- • · 
(a) the -term "charit~ble" is used in Sectibn 9(b)(l) in its 

generally acceptecUegal sense and is, therefore,. not to be : 
construed as limited by the separate enumeration in Section -

.- 9(b)(l) of other tax exempt purposes which may fall within 
the broad outlines <;>f "charity" as developed by judicial 
decisions. · · · 

-(b) The term includes: 
L Relief of the poor :and distressed or of the under- _ 

privileged; 
2. Advancement of religion; 
3. A.dvancertient of education or science; 
4. Erection or maintenance of public buildings, monu-

ments, or works; · 
5. Lessening of the burqens of Governmenf; --

. ' . . ·. . 
_ 6. Promotion of social welfare by the organization's 
purposes, or lessening neighborhood tensions; . 

7. :Elimination of prejudice and discrimination; 
8. Defense of human and civil rights secured by law; 
9. The combat qf community deterioration and juve~ 

nile delinq1J,ertcy. ' · 
. . . ' . . . - . 

(c) The fa~t .that an organization which is organi,zed ~d 
ope:rated -for the relief of indigent persons may receive 

· voluntary contributions froni the persons m.tended to be 
relieved yvill not necessarily prevent such organizations from 
being. exempt as an: · organization organized and_ . operated 
-exclusively for charitable purposes. - - -

( d) The · fact• _ that an organization, in carrying out its 
primary purpose, advocates social · or civic changes or -pres- · 
ents opinion on controversial issues with the_ intention of 
molding public opinion or creating public sentiment to an 
accepta.I1,ce o( its views does not preclude sucli organization 
from·gualifying under Section 9(b)(l) so long as itis not an 
"action'' organization . of any one of the types described _ in 
N.J.A.C'. 18:24~9.4(c). - - -

· Ame~ded by R.1998 d.288, effective Jµne 1, i998. 
See: 30 N.J.~. 1206(b), 30 N.J.R. 2070(b). _ . 

In (d), substituted a reference to N.JA.C. 18:24-9.4(c) for a refer-
ence to N;J.AC. 18:24-8.9(c). " 

18:24-9~8 · "Educationai;, defined 
(a) The term ''educational", -as used in Section 9(b)(l); 

relates to: -. . . 

·, 1. The ins~ructfon or training ofth~ hidividualfor the-
purpose of improving or developing · his capabilities; _ or _ 

2. The instruction -of the public on subjects useful· to 
the individual and beneficial to the community. An 
organization may be educational even though-_ it advocates 

. a particular position or viewpoint so long as it presents a \ 
suffic~ently full and fair _ exposition· of th~ pertinent fatts 
as to permit an individual _ or the public · to form an 

_ _ independent opinion or: conclusion. An organization is 
· · • -not educational if its principal function is the mere pre-

sentation of unsu~ported opinion. - -

24-37 Supp. 6-1-98 
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(b) E;xamples of educational organiiations. The following 
are examples of organizations which, if they otherwise meet 
the requirements of this Section, are educational: 

Example (1): An organization, such as a primary or 
secondaryschool, or college, or a professional or trade 
school, which has a regularly enrolled body of students 
in· attendance. at a place where the educational activities 
are regularly carried on. 
Example (2): An organization which presents a course 
of instruction by means of correspondence or through 
the utilization of television or rndio. · 
Example (3): . Museums, zoos, planetariums, symphony. 
orcliestras, arid other similar organizations. · · 
Example (4): An organization whose activities. consist 
of developing in youth, ideals of honesty, loyalty, cour-
age, reverence, or lmowledge of the world in which we 
live. Organizations which· .. meet these requirements 
include, but are not · limited to, the. Boy · Scouts, Girl 
Scouts and 4-H Clubs. 

Amended by R.1998 d.288, effective June l, 1998. 
See: 30 N.J.R. 1206(b), 3ON.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)(l), 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) only if it serves a public rather than a 
private interest, a. "scientific" organization must be orga-
nized and operat~d in the public interest ( see subsections 
(b) and (c) of this Section). Therefore, the term "scienti-
fic", 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 hot 
synonymous . with "scientific", 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 )(1 ), it must be carried ori in furtherance of a "scientific" 
purpose. The · determination as to whether · research is 
"scientific" does not depend on whether such research is 
classified as ''fundamental" or "basic" as contrasted with 

. "applied" ·or "practical". 

(b)Scientific research d~es notincludeactivities of a type 
ordinarily carried on as an incident to· commercial · or indus-
trial · operations, · as, for example, the ordinary testing or 
designing . or construction of equipment,. buildings, and. simi-/ • 
lar structures. 

( c) Scientific research will be regarded as carried on in 
the. public interest: · 

DEPT; OF TREASURY-TAXATION 

1.1 If results -of such research (including any patents, 
· copyfights, processes, or formulae resulting from such 
research) are made available to the public on a nondis-
crimini;ttory basis; . . . · •. ' 

2: i If such research is performed for the l:Jnited States 
or aqy of its agencies or instrumentalities, or for a state or 
political subdivision thereof; or 

I 

3. •• lfsuch research is directed toward benefiting the 
public. the following are examples of scientific research 
which will be considered as directed toward benefiting the 
publi¢, and, therefore, which will ·. be regarded . as carried 
on in1 the public interest: . 

Ex~mple (1): Scientific research _carried on for the 
purpose of aiding in the scientific education of. college 
or µniversity students; · · ·· 
Exqmp(e (2): Scientific research carried on for the 
purpose of obtaining scientific information which is 
pu~lished in a treatise, thesis; trade publication, . or in 
an)\ other form that is available to the interested pu\,lic; 
Example (3): Scientific research carried on for .the 
pu~pose of discovering a cure. for a disease; or 
Ex4mple (4): Scientific research carried o~ ·for· the 
purpose of aiding a community or geographical i;trea by 

attracting new industry to the community or area or by 
endouraging the development of, or retention of, an 
indhstry in the community or area. Scientific research 
described· in this· paragraph will be regarded as . carried 
on in the public interest. even. thoµgh such research is 
performed pursuant to a contract or agreement under 
whibh the sponsor or sponsors of the research have the 
rigiit to obtain ownership or control of any patents, 

· copyrights, processes, or formulae resulting from such 
res~arch. · · 

( d) Ah . organization will not be regarded as organized 
and opJrated for the purpose of carrying on scientific 
research1l iri the . public· interest and consequently will not 
qµalify 4nder Section 9(b )(1) as a. "scientific" organization, 
if: . 

· . 1. [Such organization will perform research only for 
' ~perso1s which are. ( directly or indirectly) its creators and 

which iare not described in Section 9(b )(1); or 
2. Such organization retains, directly or.indirectly, the 

ownership or control of more than an insubstantial por-
tion df the patents, copyrights, processes, or formullie 
resu1tihg from its research and does .not make such pat-· 
ents, dopyrights, processes, or formulae available to the. 
public.! For·purposes of this Section. a patent, copyright, 
proces~, or formula shall be considered as made ava~lable 
to the !public if such patent, copyright, proc~ss or formula 
is· made available to · the public on a nondiscriminatory 
basis. ! In addition, although one person is granted the 
exclusi~e right to the use of a patent, copyright, process, 
or forµiµla such patent, copyright, process; or formula 
shall b~ copsidered as made available to the public if the . 
grantirig of· such exclusive right is the only practicable 
manne\:- in which.the patent, copyright, process, or formu-

') la can ~e utilized to benefitthe public. .· 

Supp. 6~1-98 24-38 
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( e) The fact that any organization (including a college, 
university, or hospital) carries on research which is not iri 
furtherance of an exempt purpose described in Section 
9(b)(l) will not preclude such organization from meeting 
the requirements of Section 9(b)(l) so long as the organiza-
tion 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 Organizations carrying on trade or business 
(a) An organization may nieet the requirements of Sec-

tion 9(b )(1) 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, 
including 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)(l) 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. S4:32B-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 en-
gaged in a trade or business in substantial competition 
with privately operated nonexempt business entities to the 
extent sales are made as follows: 

1. From a shop or store operated by such organiza-
tion; 

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 organiza-
tion. 

2. An exempt organization is not considered .to be 
engaged in a trade or business in substantial competition 

18:24-9.12 

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. S4:32B-9(f)(2). 

Example 1: The operation of a booth selling sandwiches 
and soft drinks at a state fair for two weeks a year is an 
activity of relatively short duration and that is not held on a 
regular basis during the calendar year. The exempt organi-
zation 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 year 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 of regularity, frequency and continuity .. 

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. 3654(b). 

Revised (d) and (d)l; added (d)li through iii; revised (d)2; re-
pealed ( d)2i; added ( d)3. 
Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R.1206(b), 30 N,J.R. 2070(b). 

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 estab-
lishments in this 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 
vendor shall charge and collect the sales tax thereon 
unless an organization holding a valid exempt organiza-
tion permit (form ST-SA) furnishes the vendor with a. 
valid properly executed exempt organization certificate 
(form ST-S) 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 

organization holding a valid exempt organization permit 
(form ST-SA) furnishes the vendor with a valid properly 
executed exempt organization certificate (form ST-S) 

. which has the name, address and registration number of 

24-39 Supp. 6-1-98 
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the exempt organization impririted on the certificate by 
the Division of Taxation along with the signature of the 
director; 

3. In all cases, the exempt organization must pay the . 
bill with organizational funds1 and the organization must 
hold a valid exempt organization permit (form ST-SA) as · 
of the date of the· transaction; 

4 .. Any organization holding a valid exempt organiza-
tion permit (Form ST-SA), 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 an the charges on which the tax was calculated were 
paid by the organization using Organizational funds. 

Amended by R1976 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.R2899(c). 

18:24-9.13 Student organization purchases 
(a) Student organizations within a school exempt from 

tax under N.J.S.A. S4:32B-9(a) or (b) may be considered 
integral components of the school and may make tax exempt 
purchases for educational purposes, including school spon-
sored· fundraising activities and functions, and events· such as 
proms and similar activities, provided: 

1. The event or activity is sanctioned and supervi~ed 
by the board · of t::ducation, Schook district, or schoor 
administration; · 

2. Payment)n the form of a check or voucher is made i 
· from a school, school district, or board of education 
account, including a student· activities ;:tccount maintained 
under the auspices of. the school and/or the1 board of 
educatiop; and ' 

3. Document~tion is provided to the vendor to props 
erly evidence the tax eX:empt purchase. The only accept-
able documentation for private schools is a eopy of a valid 
ST-S pxempt Organization Certificate. New Jersey pub-
lic schools are New Jersey government entities and as 
suth are not issued exemption certificates or exempt 
organization numbers. . A school contract, letterhead, or 

· purchase order signed by a School official is sufficient to 
. document the exemption. 

• (b) Sch()ol affiliated· teacher organizations·· and parent 
organizations that do .not qualify as specifically exempted 
Nrent-teacher a~sociations and organizations,. student orga-
nizations not sponsored by the school, and other school 
support groups such as booster dubs and dass alumni 
associations are not considered integral components of the 
school. · They are deemed to be separate legal end.ties and 
may not use the school's tax exempt documentation to make 
tax exempt purchases. Such organizations may apply for 
and receive exempt organization permits, if qualified fot 
exemption under N,J.S.A. 54:32B-9(b)(l) of the .. Sales and 
U~eTaxAct. 

DEPT. OF TREASURY-TAXATION 
: . ' . '' ' . ' 

New Ruk, R.1995 d.133, effective March 6, 1995. 
See: 26 r-f.J.R. 4977(a), 27 N.J.R. 936(a). 

suBcriAPTER io.· ISSUANCE AND. ACCEPTANCE 
OF EXEMPTION CERTIFICATES 
i \ ' ' 

18:24-lQ.1 • • Scope of Subchapter 

. This Subchapter shall govern the issuance and acceptance 
of any official form of the Division of Taxation, the proper 
use of w~ich entitles the issuer to an exemption from sales 
or use taxes. ' ' 

\ 

i 
18:24-10(2 General requirements 

I . 

(a) A i vendor of taxable goods, services, amusement 
charges or occupanciesjs required to collect any tax im-' 
posed bi the Sales and Use Tax Act (N.J.S.A. S4:32B-"'l et > 
seq.), unless the vendor shall have taken from the purchaser 

· a t:ertificate, signed by the purchaser and bearing his name,. , 
address ~nd certificate of authority n1.1mber, to the effect · 
that the goods, services, amusement charges or occupancies 
purchase~ are riot subject to the I sales or .usetax by virtue of 
a statutm;y exemption. set forth in such certificate, 

(b) In ; the case of an exempt organization certificate 
(form S]-S), a vendor may accept a copy ·of form ST-S 
which has the name, address and registration number of the 
exempt qrganiz~tion imprinted · on the certificate by the 
Division pf Taxation, along with the signature · of the Di-
rector. On and after July 1, 1976, only certificates issued in 
accordan4e with this subsection shall be valid. · 

As amende~, R1976 d.62, effective February 27, 1976. 
See: 8 N.J.R. 87(b), 8 N.J.R209(a). 
Amended by R.1998 d.288, effective June 1, 1998. 
See: 30N,lR. 1206(b),.30N.J.R2070(b). 

I 

18:24-10.~ Responsibility ( 

A send or lessor who accepts in good faith any exemption 
certificate( which upon its face discloses a proper basis . for 

· exemption is relieved of any liability for collection or pay-
ment of. tax upon transactions covered by the certificate. 

! 

Case Notes 

Exemption from sales and use tax for sales of buses for public 
transportatibn including repair and replacement parts held not to. apply 
to bus rep~ir services. Body-Rite Repair Co. v. Director, Div. of 

. Taxation, 89 N.J. 540, 446 A.2d 515 (1982). 
. ! ~" 

Receipt .of tax yxemption certificate from buyer: liability for sales 
tax: . J.R. (Corelli Associates, .Inc. v. Director, Div. of Taxation, 14 
N.J.Tax 160 l(A.D.1993)'. 

Seller noi absolved of liability for sales tax by good faith. J.R. 
Corelli Assqciates, Inc. v. Director, Div. of Taxation, 14 N.J.Tax 160 
(A.D.1993). , ,, . I 

Supp. 6-1-98 2.4-40 
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· SALES AND USE TAX ACT 18:24--:-12.3 · 

2.- If• the . taxpayer's average annual c:pmpensating use 
tax liability.for _the previous three calem:lar years did not· 
exceed $2;000, . then, , if the taxpayer incurs· a use . tax 
liability· during the current calendar year, it shall file the 
Annual Business Use Tax Retu111 (form: ST:-18:S) and pay 
the use· tax · due by May · 1 of the: calendar year following 
the year in which the liability was incurred.. It .shall not 
be required to file an Annmil Business Use Tax Return 
for any year in which no use-tax Hability was i1;1:curred. 

. '.. . !/ . . 
. ' . . . ·.··Repealed by R.1993 d.313, effective July 6, 1993. 

. ; . . I . . . 
(b) This section shall \je effectivf with re~pectto use tax 

liabilities jncurred on or after January 1, 1995. . . . . 

Example 1: Partnership· operating a· fruit and. vegetable 
stand: sells no taxable items and is nof. required)o collect 
and remit sales tax. :The partnership paid its use tax liability 
of $26.00 in 1992, $210.00 in 1'993, and $87;00 in, 1994 .. It 
made a few purchases subjectfouse tax in 1995, and its use· .. 
tax liability ,fbr 1995 is $12.00. It ,must file an ,Annu,al 
Business Use Tax Return for 1995 by Mayl,.199~, 

See: 25 N.J,R. t486(a), 25 N.J.R. 2899(9). . . .. . . 
. Section was "1hnsitional pfovisions for increase in tax rate". 

New Rule·, R.1996 d.217, effective.May 6, 1996. .. ·. . 
· See: 28 N;J.R. $07(a), 28 N.J.R. 2403(a). · 

. ·: ' 

I 
II . . · . · < 

· SUBCHAP'JilER 12. RECEIPTS FROM THE SALE 
OF FOOD AND DRINK . 

18:24-12.1 Scope of subchapter 
. This subchapter ~IL clarify the appiication of the New 

· .. Jersey Sales and Use 'fax J\ct (N.J.~{A. 54:32B-1 et seq.) to 
the sale of food and drink in. or .by restaurants, _taverns or 
other e~tablishinents and caterers; · 

Amended by R.1993 d.313; effective July 6, 1993: . 
See: _-25 N.J.Rl486(a), 25 N.J.R. 2899(c). . 

. . 

· 18:2~12.2 • Definitions \ . . ·. ' : 

Example 2: Sole .proprietor providing ~ressrnil.king, tailor~ · .. The following words . and terms when used .. hi this s~b-
ing, and-clothing alteration service sells no taxable goods or chapter shall I1ave the following meanings, unless the con-
·services and is not required to collect andfemit.sale's tax. !ext#early indkates otherwise. · 
· The sole proprietor had no .use tax liability in -i-993·. or 1995 · - · · 

and paid its $45;00 use tax liability for i994. · .. I>m:ing 1996 "Food stores" shall· mea11 anY establishment which is 
the sole proprietor did not .incur any; use tax. liabjlity, principally engaged in· selling food· or drink which is not 
Therefore, .nb Annual,Business Use Tax Retµrri is due for ]prepared an.d ready to be eaten; · Supermarkets, grocery 
the 1996 cale~dar year. ·· · stores; . fish markets, . IJroduce markets, bakeries and ll}eat 

markets are examples of the types. of establishments consid-
Example 3: Co:rporaJicin providing .professional m¢dical . ered to be food stores; When _a department within food 

services sells no . taxab.le goods . 9r services and is not re- stores makes. sales. of food or drink which are subject to tax, 
quired to Collect and remit sales tax_. . 1'he corporation .paid it mµst collect tlie tax. For purposes of tll,ese rules, stores 
its use tax liability of $1,500 for 1993; $5;100 for 1994,. and 1whicli are principally-engaged .in selling food prepared and 
$2,300 for 1995. During 1996 it incurred rio use tax liability ready to be eaten are not foqd stores. . · / . . . . . ·, 
in January, February, March,. July, August; or September. - · · · · 
It incurred use tax liability of $200.00 in April, $10.00 in '.'.For consumption off the premises'' shall mean:that the . 

. May,·$65.00 inluny, $1,000 in Octo~er,.$600.00 in Novem- .food or.drjnk is intended by the customer to be consumed at 
her and $100.00 DeGember: It must'file. a Sales and Use · a place away from th~ vendor's premises~ . . 
Tax Quarterly Return. (ST--,5Q) for each quarter, including 

. those. quarters when it incurred no use tax ·liability. • Its ''For consumptio~ on the premises" shall mea~ that the 
second and fourth quarter Jeturns should be ·accompanied .·_ :food or dri~ sold may be immediately consumed on $e 
by payments. It · must . also file ·. monthly rf;)m:ittance state~ premi~es where the vendor conducts his business._ . . 
ments (ST~51) and pay mo,nthly use tax due for the months i'.~ I11 d~termining whether an item of food is sold for 
of October and November: . . . . . iinrtlediate 'cortsun;ip.tion; . there shall · be cqµsideted- the . · 

-· ·· - · · · · · - cust0mary consumption practices prevailing at. the selling 
Example 4: Delaware corporatlon sens :µo taxable goods · facility-;" , · · · · · - · 

or services in New Jersey and is not require"d to collect New ··. ; _ _ . _. ·. . . . . 
Jersey sales tax. The corporation doe:~, however, purchase 1'Premises" s).lal,l m:ean the total space and facilities in or 
office equipment which. it leases to New Jersey customers: ·. ~n '\Vhich the ~endor conducts his business, includirtg, but 
Its use tax liability has ·been under $2,000 every year. It · not limited to; patlcmg areas for the convenience of iri-car 
must nevertheless continue to file Sales and Use Tax Quar- :consumption, .. counter· space, - indoor or outctq:or tables, 
terly Returns (ST.:_50) .· iri' ij.CCOrdance witli N.J.A.;c. · chairs, benches and similar convenience . 

. 18:24,-11.2 becatise iL, purchases property for '.lease and 
therefore is not eligible to file the Anriuai Husiiies~. User Tax 
Return.~· 

New Rule, R.1983 d,220; effective June 20, 1983. 
See:·1sN).R 324(a), 15 N.JR 1039(6). · 

. ,·:_ :· -.-.··. . ,• ... : 

18:2"-712.3 Receipts subjectto sales tax• , 
( ~) Safes tax is imposed· .. on _the receipts,. including ·. a~y 

cover, :minimum, entertainment - or other• charge; or the 
value of a coupon, frmn every sale' of food and drink of any 

24.-43 .· 
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nature sold in or by restaurants, taverns or other establish" 
ments in this State or by cate.rers: · 

1. In all instances where the sale is for consumption 
on the premises where sold; 

2. In those instances where the sale is for consump-
tion off the premises of the vendor l;lnd consists of a meal, 
or of food prepared and ready to b'e eaten, including 
sandwiches and other •food or drink, unless the food and, 
drink; other than sandwiches, is sold in: ' 

i. An unheated state; and 

ii. The same form and condition, quantities • arid 
packaging commonly used by food stores not principally 
engaged in· selling foods prepared and ready to be 
eaten. 

(b) The following establishments, as well as other estab-
lishments engaged in the sale of food and drink for con-
sumption on or off premises, are required to collect the tax: 

Automats 
Cafes 
Cafeterias 
Carry-Out 
Restaurants 

Caterers 
Chili Parlors 
Dairy Bars 
Delicatessens 
Diners 
Drive-in 
Restaurants 

Fast Food Operators 
Hamburger and Hot 

Dog Stands 
Ice Cream Stands 
Lunch Bars, Counters 

and Rooms 
Luncheonettes 
Mobile Vending 

Operators 
Oyster and Clam Bars 

Pizzerias 
Restaurants 
Sandwich Bars 

and Shops 
Snack Bars 
Soda Fountains 
Sushi Bars 
Taverns, Grills 

and Bars 
Wieni::r Restaurants 

·. ( c) The determination of whether food and drink is sold 
either in a heated or unheated state must be made accord-
ing to the vendor's method of merchandising. 

1. If the vendor attempts to maintain the food at a 
temperature which is warmer than the surrounding air 
temperature by using heating lamps, warming trays, ovens 
or ~imilar units, or cooks to order, the vendor is selling 
food in a heated state. 

2. If the vendor sells prepared food items from units 
maintained at or below surrounding air temperature, such 
sales are sales of prepared food in an unheated state. 

Example: A food store sells potato salad by the pound 
and also sells · hot pastrami by the pound for home 
consumption. The potato salad is not taxable but the 
pastrami is subject to tax. 
Example: A supermarket sells barbecued chicken hot 
from a rotisserie to be taken home and eaten. This is a 
taxable sale of heated food. 

3. Fqod sold in an unheated state is taxable when sold 
as sandwiches or as meals ready to be eaten when ar-
ranged on plates or platters as individual· or multiple 

. servings regardless of how the sales price is arrived at 
(pound versus serving). 

DEPT. OF TREASURY-TAXATION 

4. Food or drink sold in kn unheated state is not 
subject to tax when commonly sold in food stores in bulk, 
by weight, by the dozen ( or part thereof) or by volume 
(gallon, quart, etc.) for off premises consumption. 

i. The exemption for food or drink provided in this 
paragraph does not include any item classified as a 
candy or confectionary or carbonated soft drinks and 
beverages. 

5. Sales of heated and unheated food in combination 
on plates or as dinners are subject to tax on the total 
charge. 

Example: A supermarket sells and arranges cold -cuts 
on platters for customers. The customer is charged by 
the pound for cold cuts. Sales of this type are taxable. 
Example: A take~out establishment sells ten piec;es of 
chicken, six rolls and one pound of potato salad as a 
meal for three persons and charges one price for the 
pac~age. A sale of this type is taxable in full. 

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 ), inserted a reference to Sushi Bars. 

Case Notes 

Face value of nonteimbursable 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 Sales through vending machines 

Sales of food and drink through vending machines are 
subject to sales tax. (See N.J.A.C. 18:24-16.1, et seq. and 
18:24-17.1, et seq.) 

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 postsecondary 
school student under the terms of a contractual · agree-
ment whereby the student does not pay cash when served. 
The sales may be made at a restaurant, tavern or other 
establishment on the premises of the school which is a 
post secondary school or in a1 fraternity, sorority or eating 
club operated in connection therewith; 

Supp. 6-1-98 24-44 
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Example: A student who has paid a semester charge 
for room and board or board alone has enteredinto a 
contractual arrangement for food and drink. The. ar-
rangement provides for a. fixed number of meals. over 
the duration of tlie contract, which are served in desig-
nated areas. The student is provided with identifica-
~ion, which entitles the student to be served mealr 
This plan qualifies for the1exclusio.n. 

4. Food or drink sold to an enrolled post secondary 
school student who is not a participant in ll student food 
plan as described in (a)4 above at a restaurant, tavern 1or 
other establishment on the premises of the school ofhis 
or her \enrollment or in a fraternity, sorority oreating club 
operated in connection therewith. A student purchasing: 
food or drink otherwise subject to the tax can be required 
to exhibit to the vendor/cashier a. valid student identifica-
tion 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 employ-
ees 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 contribu~ 
tion to the unemployment insurance fund; social security; 
or meeting minimum wage requirements (regarding .em-
ployees of hotels and restaurants). To qualify for exemp-
tion, 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 Depart-
ment of Community Affairs to residents for board, shelter 
and care. 

(b) See N.J.A.C. 18:24-9.12 regardi~g 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, eff~ctive 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 ). 

18:24-12.7 

In (a)6, substituted "employer's" for "employee's" preceding "conve-
nience" in the first sentence: . 

18:24-12.6 Subsidized employee cafeterias and food 
service operations 

(a) An employer who by contract or otherwise engages a 
caterer or food service contractor . to provide food and drink 
or. service to employees at the employer's expense is tlie 
purchaser 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 fee to be paid by E. The foe 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 restau-
rant 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 
. d~ink is paid by an employer in addition to a ~pecified 
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 
employees 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 vendor 
required to collect the tax. on receipts from either· the 
employee, employer, or both. 

Amendecl by R.1998 d.288, effective June l, 1998. 
See: 30 N.J.R. 12p6(b), 30 N.J.R. 2070(b). 

In (d), inserted "based on iqdividual sales of food and d~ink" 
~ollowing "subsidy". 

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 in-
voice given to the customer; and 

2. The charge · is specifically designated as· a gratuity; 
and 

3. All such monies received are paid over m total to 
employees. 

24-45 Supp. 6-1-98 



11 

'18:24--13.1 

SUBCHAPTER 13.. TRASH REMOVAL SER.VICE 

18:24-13.1 Trash removal service on regular basis tax 
exempt 

Trasl;r · removal· service, when performed· ·on a regular 
contractual basis for a term of not less than 30 days, is not 
subject to tax. . 

· 18:24-13.2 T.:ash removal· service defined 
(a) TrashJncludes garbage or rubbish. 

(b) · Removal includes only the operation of · picking up 
and physically removing-contained waste fro:m the. premises 
and does . not include activities related to maintaining or 

1 servicing property m . any processing of. the waste product. 
Removal would, therefore, not include sweeping parking 
lots, snow removal and construction site · clean-up, or a· 
process such as septic tank cleaning. 

' ' 

' (c) Examples of trash removal service would indude cir-
cumstances whei:e: · 

L A private ' compariy removes trash from baskets 
located in a . building and collects · the • trash · in ··.· larger 
receptacles for removal from the premises; .. or 

2. A private company picks up garbage at a house; or . 
3. A private company picks up industrial sawdust at a 

plant. 

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

Case Notes 
Taxpayer who provided service cleaning parking lots was not engaged 

iri integrated process of trash removal for purposes of sales arid use tax 
exemption where, although taxpayer used vacuum system to remove dirt 
from parking lots and place it in dumpsters, separate entity was 
responsible forremoving material from dumpsters. D. P.S, Acquisition 
Corp. v. Director,' Div. of Taxation, 16 N.J. Tax 292 (Tax Ct.1997). 

SUijCHAPTER 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 
nof subject to the sales and use taxes imposed under the 
New Jersey Sales arid Use Tax Act. 

18:24-14.2 Modification by hospital sales exemption for 
retail sales 

(a) The exemption provided in N.J.AC. 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 organizatio11. 

Supp. 6-1-98 
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(b) In accordance with 'the foregoing, the following are 
examples of taxable retail sales: 

L Meals sold to visitors; 

2. Sales of cosmetics, candy, souvenirs and otht';r simi-
lar merchandise. 

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

· 18:24-14.3 Hospital.sales· specifically exempt 

(a) The following sales by 1qualified 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 patients and 
consumed on the premises;· 

2. Charges for oxygen, blood plasma and blood ad-
ministered to patients;· · 

3. Dressings and bandages applied in the hospital; 
' ' 

4. Charges for X-ray and radiation treatments, braces, 
splints, · casts, therapeutic diets' and intravenous. solutions 
furnished patients; ' 

5. Charges for. anesthesia supplie~ and laboratory test; 

6. Meals sold in a: cafeteria used exclusively by hospi-
tal employees. 

. \ . 

As amended, R.1980 d.196, effective May 6, 1980. 
See: 12 N,J.R. 219(a), 12 N,J.R. 354(d). . 

SUBCHAPTER 15. TAXABILITY OF CERTAIN 
LINEN RENTALS 

18:24-15.1 Adjustment of linen rental tax liability.·• 

Pursuant to the prqvisions of the New Jersey Sales ahd 
Use Tax Act, the total charge for the furnishing by rental of 
laundered dust cloths, mats, mops, industrialwiper cloths, 
feµder covers, bed linens, hospital linens, table linens, linen 
supply towels and 'other cloths may be adjusted in the 
manner prescribed in this subchapter to . determine the 
portion thereof subject to the sales tax. 

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

18:24-15.2 · Reduction percentage of adjusted charge 
' ' j ' 

The total charge for the furnishing of any product enu- · 
merated in N.J.A.C. lB:24-15.l may bereduted by 66 3/3 
percent of the total charge: . 

As amended,R.1980 d.489, effective November 6, 1980. 
~ee: 12 N.J.R. 619(a), 12 N.JR 729(b). 



' SALES AND USE TAX ACT 

i. Cows raised for their milk for sale; 

ii. Pigs raised for their meat for sale; 

m. . Horses bred and raised for sale; 

iv. 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; 

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 ex4mples of "farming enterpris-
es": 

i. A fruit orchard that raises apples, pears and 
cherries for sale to the public; 

ii. A.tree nursery that grows trees for sale to con-
tractors 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 rqises fish for sale to restau-
rants, 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 landscap-
ers; 

vm. 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; 

18:24-19.2 

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; 

111. A botanical garden primarily engaged in display-
ing plants; 

iv. A hunting game preserve; 

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 

v111. 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 farm-
ing enterprise for the purpose of selling those commodities .. 

1. The following are examples of "production ser-
vices": 

i. Plowing a field in preparation for planting; 

ii. Spraying pesticide on a sod field; 

iii. 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 
services": 

i. Cleaning a retail store facility operated by ,the 
farmer; 

ii. Services of repairing farm production equipment; 

iii. , Grooming pet horses; and 
' ' 

iv. Making repairs on farm workers' housing. 

New Rule, R.1971 d.195, effective November 1; 1971. 
See: 3 N.J.R. ~76(a), 3 N.J.R. 208(a). 

24-51 Supp. 11-6-00 
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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. 

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 
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 ap-
plies to the purchases of: 

1. Tangible personal property; 

2. Productions services; and 

. 1 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 hor.ticultural com-
modities. 

(c) The exemption provided by N.J.S.A. 54:32B-8.16 ap-
plies only to purchases by the farmer of property or services 
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 servi~e 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 fol19wing 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. 
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18:24-19.4 Dire.ct use 

(a) In order to be exempt under N.J.S.A. 54:32B-8.16, a 
farmer's purchase of qualified tangible personal property or 
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 tangi-
ble personal property is used directly for an exempt pur-
pose, 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 woduction, handling or 
preservation of agricultural or horticultural commodities; 
and 

3. The active causal relationship between the use o~ 
the property or service in question and the production, 
handling 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 
agricultural· or horticultural commodities, or in preserving 
agricultural commodities from the time of harvest until they 
are in a marketable state, or in maintaining farm animals or 
handling 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 ar.e used directly in production. 

3. Property used to extract or separate an agricultural 
or horticultural commo.dity from farm animals, the soil, 
water, or plants is• used directly in production, for exam-
ple, milking equipment, egg collecting equipment, cherry 
picking devices, combines, sheep shearing tools, and ropes 
used by a hma aquaculture enterprise. 

4. Services of an outside service contractor of extract-
ing agricultural or horticultural commodities from farm 
animals, soil, ~ater 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. 

Supp. 11-6-00 24-52 
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i. Crates used to store farming implements on· the 
farm qualify for the container exemption; 

ii. Returnable and nonreturnable pallets used by a 
sod farmer to ship sod to market qualify for the con-
tainer exemption; and 

iii,. Burlap used to wrap the root balls of trees dug 
for sale on a tree farm qualify for the container exemp-
tion. 

(b) The sale, rental or lease of a commercial truck, 
having a manufacturer's gross vehicle weight rating/in excess 
of 18,000 pounds, a11d registered as a farm vehicle pursuant 
to N.J.S.A. 39:3-24 or N.J.S.A. 39:3-25 is exempt from sales 
or use tc:IX pursuant to N.J.S.A. 54:32B-8.43(a)(3). See 
N.J.A.C. 18:24-7.18. 

(c) A properly executed Exempt Use Certificate (ST-4) 
shall be used to support a claim for exemption based on(a) 
or (b) of this subsection. 

New Rule, R.2000 d.439, effective November 6, 2000. 
See: 32 N.J.R. 2663(a), 32 N.J.R. 3997(b). 

SUBCHAPTER 20. COMMERCIAL ADVERTISING 
FILM NEGATIVES, ORIGINAL 
PRODUCTION VIDEO TAPE, AND SIMILAR 
MATERIALS 

18:24-20.1 Scope of rule 

This section is intended 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 film negatives, commercial 
original production 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). 

18:24-20.2 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 more fine grain master positives are 
made outside the State, the original negative, with or with-
out said dupes or fine grain masters, 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 each of such original negatives, duplicate negatives or 
fine grain master positives 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 
negatives or fine grain master positives. 

18:24-20.2 

(b) Under the circumstances described in subsection (a) 
above, whether original negative, duplicate negative, or fine 
grain master positive, the State compensating use tax shall 
be computed upon the raw stock cost of the film, plus the 
cost of laboratory development of each original negative, 
duplicate negative. or fine 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 
unexposed. The cost of laboratory development is the 
compensation paid to an outside laboratory. If the develop-
ment process is performed in and by the user's own labora-
tory and/or affiliated laboratory, the cost of laboratory de-
velopment may be determined from its own records or in 
lieu thereof, the cost shall be the compensation 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 also furnishes the raw stock film, the cost 
with respect to such duplicate negative or fine grain master 
positive shall be the laboratory's total charge therefor. 

(c) Where, after the commercial original production vid-
eo tape is finally edited and completed outside of the State 
of New Jersey, and after one or more original protection 
duplicates 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 without said 9riginal protection duplicates 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 each1 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 
compensating 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 
protection 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 machine time. The cost of machine time is that paid tQ 
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 furnishes the raw stock tape, 
the cost with respect to such original protection duplicate or 
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air master tape shall be the laboratory's t.otal charge there-
for. 

R.1972 d.27, effective February 9, 1972. 
See: 4 N.J.R. 54(b), 4N.J,R. 12(b). 

SUBCHAPTER 21. (RESERVED) 

SUBCHAPTER 22. SALES MADE BY FLOOR 
COVERING DEALERS 

• . I I 

, 18:24-22.1 Scope of subchapter 

This subchapter is· designed to ·clarify the tax obligations 
of persons who sell and/or.install floor coverings including, 

, but not limited to, carpeting,.)inoleum, tile and padding. 

As amended, R.1980 d.102, effective March 5, 1980. 
See: 12N.J.R. 96(1:>), 12 N.J.R. 224(d). .. 

18:24-22.2 Floor covering dealer transactions 

(a) Wherever an installation service is rendered in con-
junction with the sale of floor coverings, the agreement for 
such service is· treated as a transaction separate and distinct 
from tl:).e sale of the floor covering; •· Sales of floor coverings 
are, therefore, subject to the New Jei;sey Sales and Use Tax 
regardless of any incidental agre6ment to install the floor 
~overing. The vendor mµst collect the sales tax from his 
customer on the sales price of the floor covering whether or 
not the installation results 'in a capital improvement to the 
real estate, unless the c.ustomer famishes the vendor with a 
properly executed exemption. certificate, ·or· unless the ven-
dor delivers the floor covering to a point outside of New 
Jersey. · · 

DEPT. OF TREASURY TAXATION 

18:24-22.3 Installation services 
(a) Every person who installs floor covedng is a Contrac-

tor. 
1. When a floor covering dealer performs an installa~ 

tion service, he is required to either pay sales tax at the 
time supplies for use in the instaUation service ~e pur-
chased or remit use tax upon the cost of supplies withs 
drawn from his sales inventory for use in the installation 
service. 

2. Any other person who installs floor covering is 
required to pay sales tax at the time supplies for use in 
the ins~allation service are purchased. 

3, Supplies include, but are not limited to, underlay-
, merit, nails, staples, plywood strips, adhesive tape and 

cement. · 

(b) The installation of floor covering results in a capital 
improvement only under certain conditions.. An installation 
of a floor covering results in a capital improvement only 

·· where the floor covering is permanently affixed to a sub~ 
floor. A subfloot may be composed of any material, such as 

·. boards, plywood, underlayment ·. or · cement, which is., not 
considered to. be a material which customarily br normally 
serves as a finished floor. For sales tax purposes a subflcior 
is also a finished floor whose value is no greater than that of · 
the conventional subfloor, because of deterioration through 
damage or age, · 

(c) Where the installation: of a floor covering.has resulted 
in a capital improvement to real property, the installer, 
whether he be the vendor of .the flo'or covering or another 

· . person, may not. collect the sales tax from the real property 
owner on his charges f9r. labor and services in installing the 
floor covering, provided that: . ' 

1. The charges for the l~bor and services are charged 
.. for and stated separately from the charges for the floor 

covering. · · 

(d) A floor covering installation made in New Jersey does 
not res.ult in a capital improvement if the floor covering has 
not been permanently affixed to a sub:floor; 

(b) Excluded-,from the term "floor covering" are the / 
supplies which become part of the floor covering installa-
tion. 

1. For sales tax purposes, the person who· makes such 
installation is required to be registered with the New 
Jersey Division of Taxation, to collect the sales tax from 
his cust()mer on the installation charges (as well as cm the 
charges for floor covering), and to remit the tax . to the 
Division. 

Asamended,R1978 d.320, effective September 13, 1978. 
See: 10 RJ.R. 362(a), 10 N:J.R. 457(b). 
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2. For business personal property tax purposes 
(N.J.S.A. 54:llA-1 et seq.) the floor covering is taxable as 
business personal property where its .installation does not 
result in a capital improvement. · 

As amended, R.1978 d.320, effective September 13, 1978. 
See: 10 N.J.R. 362(a), 10 N.J.R. 457(b). 
As amended, R.1980 d.102; effective March 15, 1980. 
See: 12 N.J.R. 96(b), 12 N.J.R. 224(d). 

18:24-22.4 . Floorcovering when capital improvement; 
dealer records 

(a) Since it is usually difficult or impracticaLto determine 
the character and condition of a floor after a flopr covei-ing 
has been permanently affixed to it, an installer of floor 
coverings should be prepared to satisfy the New Jersey 
Division of Taxation, in case ofaudit, of each job claimed to 
be a capital improvement. 

(b) It is suggested that the irtstalle.r's permanent records 
contain the following information regarding each capital 
improvement job: 

1. The composition of the subfloor upon which the 
floor covering was permanently affixed. (For instance, 
cement, plywood, diagonal tongue-and-groove). 

2. In cases of deteriorated finished floors, · the cause 
and degree of deterioration. ·· 

3. Where preinstallation work was required~for in-
stance, where previously cemented linoleum was removed 
before the new floor covering was permanently ~ffixed-a 
statement to that effect should be retained. 

4. Any other information that would enable an audi-
tor to verify the performance of a capital improvement. 

Amended by R.199~ d.288, effective June. I, 1998. 
See: 30 N.J.R. 1206(b ), 30 N.J.R. 2070(b). 

Case Notes 
Hardwood floor refinishing services did not entitle taxpayer to capital 

improvement exemption. Newman v. Director, Div. of Taxation, 14 
N.J.Tax 313 (1994), affirmed 15 N.J.Tax 228. 

18:24-22.5 Examples 
(a) The ABC Carpet Company of Red Bank, New Jersey 

agrees to sell 60 square yards of 'Yall-to-wall carpeting to 
Mr. Abel and install it over the finished floor in his living 

) room in Rumson, New Jersey. The price ofthe carpet is 
$10.00 per square yard and the installation charges are $2.00 
per square yard. 

1. This installation does not result 1ri a capital im-
provement. Consequently, ABC must charge the' sales· < 

tax on both the $600.00 cost of the carpet and on the 
$120.00 installation cost. · 

(b) The CDE Carpet Company of Millburn, New ]yrsey 
agrees to sell 60 square yards of carpeting to Mr. Baker; and 
to install it wall-to-wall over the concrete floor i1 his 

18:24--22,.5 

basement game room in Short Hills,· New Jersey.· The 
agreement stipulates that the work performed will result in a 
permanent installation. The costs are to be: $10.00 per 

· square .yard for the.· carpet and $Z.OO per square yard for 
installation. · · · 

1. · · This type of installation results in a capital im-
provement. Therefore, there is no sales tax on the 
$120.00 installation charge provided that Mr. Baker issues 
a certificate of capital improvement to CDE. The $600.00 
charge for c:arpet is subject to the sales tax. 

(c) Mrs. Charles decides to have new vinyl tiles laid on 
her kitchen floor in West Orange, New Jersey. She pur-
chases vinyl tiles from her neighborhood floor covering 
dealer together with "liner", a tarred paper used between 

\ the floor and tiles, and adhesive cement. She properly pays 
the sales . tax on the total amount of these purchases. 

1. Mrs. Charles then locates a floor covering instal-
ler who advertises himself as such in the yellow pages. 
This installer agrees to remove the existing floor covering 
and install the liner and new tiles in a manner which will 

. resultin the permanent affixation of the tiles. No sales 
tax is due on the charges . ma,de for this installation. 

. (d) Mrs. Darling, who lives in Ewing Township, New 
Jersey decides t.o have new vinyl tiles laid o:h h.er kitchen 
floor, as did Mrs. Charles in (c) above. However, Mn;. 
Darling purchases her tiles from a Pennsylvania floor cover-
ing ·dealer who delivers 1 them to hef New Jersey address. 
Not being registered with the New Jersey Division of Taxa-
tion, this dealer does not add the New Jersey sales tax to the 
charges for the tiles. Mrs. Darling owes the New Jersey use 
t~ to the State of New Jersey upon receipt of the tiles, and 
should remit the same to the· New Jersey Division of 
Taxation with a.properly completed Use Tax Return (Form 
ST-18). 

(e) T):ie FGH Floor Covering Company of Lambertville, 
New Jersey enters into an agreement with• a resident of 
Pennsylvania to replace a tiled kitche.n floor ( a capital 
improvement). and to cover a· finished living room floor with 
wall-to-wall padding and carpeting (not a capital improve-
ment) in the customer's Pennsylvania residence: · 

L No sales tax is due either on these sales of tangible 
personal property or on the services, since the sales of the 
tilesand carpeting are deemed to have taken place out0 of-
State, and the taxable service of installing the carpeting • 
was performed out-of-State. The permanent installation 
.of the kitchen floor tiles constitutes a capital improve-
ment in any case. 

(f) T~e IJK Floor..Owering Company .of Bergenfield, 
New Jersey enters into a contract with Eureka Developers, a 
builder of tract hom~s, to, cover by a permanent affixation 
the plywood subfloors of the living rooms, bedrooms and 
kit.chens of 50 homes in construction in Ho-Ho-Kus, New 
Jersey with wall-to-wall c;arpeting and tiles. Eureka must 
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pay, to IJK the sal~s tax on the amounts charged for all of . 
the carpeting and tiles µsed in these installations, but no 
sales tax is due on the installation charges.•. . 

. . . (g). Th.e LMN. fl~or Covering Company of· cijfton, New 
··Jersey.advertises its wall~tMv'aU carpet.prices on an "install, 

. ed'' basis. For instance, it advertises one of its nwnbers as 
. , , cbsting''f$l2.00 per squ_are yard installed": . . . . 

.· 1.; · To be relieved ol ·collecting the sales tax on the 
. installation ch.arges,where· a. capital improvement is per: 

.· fanned, LMN must break out a reasonable · installation 
. c~arge ang_state it separately oriits billing; to the.custom-
er. for irtstance, if the .bill. rea<;l, "60 square• yards . of.· 

. carpet at $10.00 per square yarc:P'~"$600.00, installation 
· at $2.00· per square ·.yar<;l-$120.00", ·• the 'installation 
.charge of $120.00 would p.ot be. subject to tax Jf the 

. •·installation resulted . in a. capital. improvement. , · .On~ tiie . 
other. hand, if the customer was. billed for "60 square . 

. · yards . · of carpet -installed at•. $12.00 ·· per square 
.. yard-$720,00", the whole ·amount of $720.00 ·would be 

. l 
- . - ' .:. . ·. . .. ' 

. (h) Mr.- Frank, .the owner of a factory in Bayonne; New 
Jersey engages Ii floor covering dealer to cover the finished.• 
floor in his office in his factory withwall-to~wall 'carpeting. 
The dealer is required to collect the sales tax 011 his charges . 

. , for both the. carpeting . and. the ,.installation of r the carpeting, . 
.and Mr .. Frankis liable for the business personal property . tax on the valui of the carpet. . .· . . . 

. . . . . . -

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), · substituted • ~'properiy . completed. Use. Tax. Return· (Fqrm · 
ST~18f.for ''note explaining the remittance" at the end. · 

SUBCHAJ:lTER 23. . BAD DEBTS: 
· ..... ·· .. · ) ·. . .· ·.' . ·•. . .·· : 

18:24-23.1 Charging and remitting tax 
A vendor of taxable tangible personal property or services 

· must charge ancl remit the sales taJC on all transactions 
whether for cash or credit. 

. . ,:., ., ,, . :.· .. 

• ·18:2~2~.2 .. Bad debt~;. taxrefund 
(a) \Vllere the sale.s tax in connection with a ~ile has I 

.. been remitted to the Division qf Taxation and the account .. 
, receivable has p;oven to be worthless and uiicollectil;>le, an · 
.. application for. a -refund maY be filed with the . Director 

· .I. within four years.from the payment thereof; · · · 
. ) . . . 

. 1. Where a vendol'.has collected no money on account 
ofthe acc:ount receivable or sale; a refund wiU be _granted 
of the total· amount .of sales tax remitted to• the Division. 

.·. 2. . Where a vendor has . collect~d an - a:rtiount with 
respect to the · account receivable • equal t~ or ~x~eding 
the amount of sales tax required to be remitted to th.e · 
Division, the claim for refund :will .be denied'. 

DEPT.· OF TREASURY--TAXATION· 

3. Where a vehd6r has collected with respect to the 
account rec~ivable or sale a:n ariiount less than tlie .1·;~.-.. ·. 
amount required to be ren;tlt!ed to the Division; 3: refund .· J 
will be• granted representjrig the differetice between ·the 
amount remitted to ·~he · Division Jmd pie· anio@t · collect-
ed· . . .. · ' 

4. The foU9wing example illustrates .. the foregoiilg 
, rules: . · · · · · · 

•. C • If the sal~ amounted to $5Q0.QO ~d th~ sales tax 
of $30.00 was paid over to the Division by the vendor 
and · the total collected. by · the vendor amounted to 
· $50.00, :no refund would· be · allowed · sirice the amount. 
paid to the Division did no,t exceed· th~ amoimt collect- . 
ed by the vendor from his .customer. If; however, ,in -
the given example, .the vendor collected oniy $15.0Q 
:a:om the cus,tprner, he would be ep.titled to $15,0Q 
refund because the. amourtf collected by the venqor was 
less . than, the aniount paid to, the Divisipn; If the 
vendor c.ollected no money,-hew9uld be entitled to a . 
. refund of $30,00. . This assumes, .. of: coilrse, . :that the 
debtis proven :to the satisfactiott of the Division to be 
worthless, and uncollectible. . . 

~ended• byR,1993 µ.313, ·effective July 6, 1993 .. 
See: ~:N,J.ll. 1486(a); 25 N.J.R2899(c): · : .. 
Amended by R.1998 d.288, effective JuneJ, J998. 
See: 30 N.J:R. 1206(b), 30N.J.R, 2070(b). . . . . 

III ( a), increased. the filing period _from twq to four years in the 
introductory paragraph. ' 

. . 

. 18:24-23.3 · . Claim: for refund 
. When fil~g either a n1ortthly (;>T qµarteriy sales tax. return, 

a vendor of tangible personal property 01; s~ivices may not 
take any c:leduc;tion:s from gross receipts for worthless or 
unccillectible . bad· debts but · is required to file a claim for 
refund with.respect to the alleged oveq,ayment . 

. . · . , .. ··. Case.No~s . . . , . _ .· .. . . 
Vendor· required to· file a refund applicationJor· sales tax paid .ori 

defaulted: installment contracts, rather than· deduct the net· ameiup.t of. •· 
. sales price nof collected on quarterly,' returns;. refund claims for 'sales 
. taxes paid i:nore than two years previously barred .by statutory limitation · 
period, Commercial Refrigeration & Fixture ·Co., Inc. v. Director, Div.-· 
of Taxatio,n;_2 N.J.Tax 415, 184 N.J.Siipet. 387, 446 A2d 210 (Ta;i: 
Ct.1981): . · · 

SUB<CHAPTER 24. ·• JRESERVED) ·· 

SUBCHAPTER ·25. ·-DATAPROCESSING )_ 

18:2+,25.l General.provisions · .· . • · . · .·. ·· 
· • (a)· In geQt:ral, the Sales Tax A~t pro~ides for the imposi- . . 
tion of the sales tax on all sales of tangible pe~oilal ·. o· :• ·. . 
property (1'T.J.S:A:54:_~2~3(a)) unless specifically exemgt~ ' ' .··. 
ed, .and for the unpos1t1on oL the sales tax on ce:rtam . - · · · · 
eriµmerated services (N.J.S.A. 54:32B-:3(b)). · · · · 
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(b) This section is intended to clarify the appliC:ation of 
the Sales and Use Tax Act to sales made by and to persons 
in the business of using automatic and elyctronic data 
processing hardware and software to manipulate data. 

(c) The following words and terms, when used in this 
subchapter, shall have the following meanings unless the 
context dearly indicates otherwise. 

"Data processing equipment" includes, but is not limited 
to, computers, electro-mechanical machines, input-output 
devices, storage devices and peripheral equipment. 

18:24.;.25.1 

"Document'' means medium and the data· recorded .on i{ 
for human use, fot:: example, a report sheet. · 

''Electronic data processing" means the general term used 
to define a system for data processing by means of machines 
utilizing electronic. circuitry at electronic speed, a~ opposed. 
to electro0mechanical equipment. ' 

"Hardware" . means the term applied to the electrome0 

chanical and electronic equipment used to process data. 

Next Page is 24-61 24-60.3 Supp. 6+9~ 
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"Input" means information transferred.·. into the·internal 
\. . 

storage of a data processing system, . ~ncluding data. to be 
processed or information to help controlJhe process. 

"Media" means the material, or cpnfiguration~thereof, on. 
which data are recorded, such as . punched cards, discs,\ 
magnetic. tape and. microfilm. . 

r , \ , '~ • 

''Output· d~ta" me~ns data delivered from a device qr 
program, usually after processing, .and usqaHy in the form of 

. tangible personal· property. . 
• 1 • • 

, . . \ - . . _. . . . . ' ·,:. ·• \ . 
'~Program" means the complete plan for the solution of a 

problem; more specifically, the complete sequence of ma-
chine instructions and routines 'necessary to solve a problem, 
including the media 9n which instructions and routines are 
recorded. ' . . . . . , · ' . . · ' 

"Fabdcatiori of media." means the incorporntiol1 of bits of/ 
intelligence into media by. means which include, b11t, are not' 

· limited to, processing; printing ·of imprinting; and as a 
result of which incorporation of a medium is given value 
which it did not previously possess[ · 

. . 

"Service bureau" means any organization which pi;ocesses 
data for others, orleases or rnnts electronic data processing 
equipment, or ch.arges for the use of such equipment by 

. others. Among other activities, se.rvice·bureaus.are engaged 
in the production of output data. 

' '• 

"Software" means the term applied. to the property used 
to guide or control hardware and tocause the hardware to 
function. Software includes, but is not. limited to a set. of 
programs, procedures and associated documentation con~ 
cerned with the operation of a data processing .system. 

"Time sharing" means a .method of 'usirig a computing 
syst~m that allows a1number of users to execute programs 
concurrently and to .interact with the programs during exe." 
cution. 1 \, • 

Case Notes 
Leasing of computer infcmnationheld not to be the leasing of 

tangible personal property arid not subject to either sales or use 
taxation; rental of computer mailing lists held not subject to sales tax 

( as a taxable advertising seivice; item . described as a wrapper by 
taxpayer held not entitled to sales or use tax exemption: Sper1cer Gifts, 
Inc. v. Director, Div. of Taxation,,3 N,J.Tax 4£2, 182 N.J.Superl79\ 440 
A.2d 104 (Tax Ct.1981). '• . . . . 

. _j 

Taxpayer producing computer~generated test score re.suits. wa~ per-
forming a tax-exempt data . processing seivice rather•· than • producing 
tangible :personal property; c9mputer equipment rented by taxpayer 
was not exempt from sales and use tax. Education~! Computei Soft-
ware, Inc. v. Baldwin, 8 N.J.Tax 253 {Tax Ct.19&6). · · · 

18:24-25.2 Electronic data processing tr~nsactions 
(a) Rules concerning . the taxable trahsa~tions include the 

following: · .'""" · 
' / ·I 

1. The sale, or lease of. data processing equiprrtent is · 
taxable, except where the ,equip~erit is leased or pur-

' '\· . -_. •, ,··. _- . ·- ..... ' '-..... . ' ' 

chased with. the .• \ntentionof reselling· or , subleasing )it'. 
Equipment which is leased wi,th, the intention to sublease 
itjstaxable to the sublessee oncthe charges made to such 
sublessee. Incidental use of the equipment made by the : 
lessee1issubject to the use tax, based upon the same rate . 
charges as those charged to a sublessee. r . . . 

2. ,The salepr lease 6fterminaldevice has been and 
continues to be taxable. It is not essential for a trans.fer 
of possession to in~lude \the right fo move the tangible 
personal property which is the subject of ,arental,. lease or 

. license to use., The charges made:to a. customer fdr use 
pfa computer (known as timesharing), which the custon1° 
er has access to through a remote terminaldevic~,are not. 
deemed to be' a taxable transfer of possession of the 

- . 

computer. 

1. · Examples: 
• ,0 • ·_. ' • 

(l) A corporation contracts with a computer cen- . 
ter to use t~e cor1puter on the center;s premises for 
10 hours reekly. ·• The corporati.onprovides its own 
operator and its own materials. During the J.O hotlr 
periqd, /no ot1e else ·may. use the machine. This 
transaction, conimonlykno'wn asthe sale. of raw tinie;· 
constitutes. a transfer 'of possession, pursuant to a 
rental, lease or license to use, wµich is a sale subject 
to tax. 

(;2,) A corponitioncontracts with.a computer cen~ 
cter 'to use the computer on the ce9ter's premises for 

10 hours weekly. 'Thy corporation provides its own 
materials and the computer center,.prnvides and di- . 
rects· the operator:. During .the 10 hour,:period, no 
one else may use the machine, To this case, there is 
rio transfer of possession to the corporation as it has 
no 9ontrdl bvet the operation of the computer. 

I - ,, ,· - . ' 

(3) A corporation c:ontracts with a: computer c~n-
ter for access time ofthe, computer center's equip-
ment through the use of:a terminal loqrt~d in the 

·. corporation's office, The termini'll ; is .connected to 
the computer by telephone. The corporation~s ac- ... 
cess to the cqmputer through the terminal_ is. ·not, 

. deemed to be a transfer of possession of the compu!- · 
er subject to tax. . 

3. Examples· of taxable transactions: 

.. i. The· charges f6r additional copies or . records, 
reportsrJapulations, and the like which are prepared by 

··rerunning the' origjnaJ program; · 

ii. Electro~ic data processing equipment, ~anufac-
. turers' Syrvice bureaus, and data processing educational' 
centers··afe deemed to be the .consumers· ,of tangible 
pers011al property which lis used in training others. 
They are required to pay the tax on their purchases of 
such property; . training aids which they purchase for 
resale, however, are taxabl~ to the ultimate users. 
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. . . . . . -.· .. _ _\ . . . '. . . ' ' . . .. 
·(~) -.Rules c<,>ncerning tipn.'t~ble t~~nsac~fo~s ar~ as.Jal-_ _:. iv.' ; Spftware,. whether· phiced :·on eards,: ta.J:)e; q:isc ·"\ 

lows: • •· •. . , I : ·: ) . ' . .• : ' \. ' ' , \ " pack or other machine readable, nie~ia, or entered: i:Qto \ .l 
. . . . ' ·· · ·' ·. · . ·. · ... · •. · · , · a :computer directly, is consrdered intap.gible. person~l ''-':~. 

· 'j 1. The prodessing of data b{a servjre bur~aµ coristi- · property'f6rsales tax purposes, and as such its sale is, . 
tlites a ndntaxable service whether or not the customer nbt' subject to New Jersey State sfile~ arid use tax;. '!. 
supplies the Iilel:l.ium .. \Data. cqnv¢_r$iQn . services, whether. . . . Software' or programs, which·. Q() riot meet. tbe . ~riteria: .. 
by keyenfry~ keystroke verification . or other entry proce~ 1 · ·.· · · are subject to t~. ·The· person sellirig nontaxable.:_ softs 

I dure,' are part of the processing of data, and ~heth'er or . . ware is :r;equired to. pay the, ·applicable sales or use tax .· 
' not forwarded to a customer, are nontaxable services. ) · · · , · . . 1 ·. • ori _ariy rfangible personal property transferred to .the 
. i · Software which nieets the criteiia below is c~nsi~- . . cµstomer in connection wit).1 the)i:ontaxabli service. In 

. ' er~d iiitan'gible per~onal ~~operty_and not s~hje~t ~o'sales _)· . : ~addition, the hardware a:nd supplitk us¢d :to develop , . 
tax;. software apphes to mstructions . and routtnes ; (pro- · ·, -: · ~on_tax~ble software ate not eligible for, trny sal~s ,~ax .. ·' ' 
grams) whic;h, after an. analysis ·of the' customer's sp~cific exemm1ohs. : : . · ·. ··· . · · . 

;. qataiproc~~s¥1i• requirement$,-are-·· determine? necess3/'Y . ···[1) A nontaxabie _·applica#on(progrtu~\,sold. fu nia~ 
to , progr~m the· customeris ·· eJectr011ii; · qata: ' processmg : chine . .readable, foini as, keypunched . cards; 1 magnetic_ 

· ~- eqtlipin,ent tc:i enable the :custollier :to accomplish spe~ific . .- <ta:pe:(with or.without charts ~d_ instructions:\for •its 
functions with his. electronic data . processing system .. · To . · use) or ·discs· is, considered intangible persbnal .pre>p~. 

· be consid~red i.fontaiable •~sofm(are" fdr purpqses )of' this 1erty.' · As intangible personal prpperty, _ its sale, in" 
rµle, one of the follpwing I eletn~nts nmst be :present: .· duding lease Of':lic~nie_ .to use, i~ n~f~µbject te> N~w. i '1 

·.· • i. Pr~pari:}tion or Sel~cdori of the customer's use '. Jersey Sta,te tax, ' .. · I C . .I ' I .. ·. •. . . , ; '. • ·_·. 

r~uires'~ ail"'lysiS o,f the program for the cu,stomer's · · ·.··· (2) A -computer manufacturer sells '.,or lea~es ~- , 
·1 _requii:e!1}ents by tlie vendor; ,or 1 • . 1

• ' ( •• - \ comput~i: containing IlOrit~a:ble systems' p~pgtalllS. 
.- · _,,,. · · · · :···· ·. ·. ··. ·. · · h. · ·,d •-The'sal_·esirivojcerei;i.dered tothepurcpaser_s_eparate•_ 

• 1 - ·ii. The ~rogra.m requires adaptation, by t ¢ ven or, . - - . · . . -
. to·be usecl hf.a'sp¢cific·el:ivironinen_ flhat_ is, a particular _ _ ly ·states a, reasonable d1l,l.i:ge for the. syst_sim pro- . 

· · · · · · · ) gra:ms. :]:'he l,eparatelf, stated charge for such_ ·com~ 
nia.ke and model of computer utHiz~g a:,speci:fied out~,-< p_u_ ter so~~re;islnot subjec_rtotax, :'. . . . . . .. -....•. 

. . put device. _. For example, a software ve.ndor ·_ efft;ts for - -
sale _ a ptewritten sort . program which. cari . bf used··¥' . _ l · . . '. (3) A'cmn,pany · 1eai;es a· c.oroputer ~ith. nontaxa'~te f'-\ 1 . 

· several computer Iriod¢k Prior to bpera,tion, · instruc~ · i ~pplic~tioh. programs.\ The· monthlf' bill~$ . shows JI 

.·.· tfons;m-qst be added by the )Vendor which specify the . one charge/ The entve monthly charge is sµbject td ' -;-,i. 
particular computennoc;Iel in whichJhe prcigraJ;ll will.be tax, ' · .• ' '. . • . ... . , ' '; '( :- . ' . I 
_util!zed. . , . ' ,; · ( 4) A (manufacturer sells or, 1 leases equipm~ri(_. . 
. , fii. . _The- software· mll,y •beii.n th~ .fo~m of: -•··. . · which, iri 4ddit:ion to recoi;ding tra'risactions. and. is~u-·. 

·•ing i:eceipts,;is· capable o(transntittininu_ventory and 
. •. (1) ' Systen:is'•programs .( exc;ept forthose insJ:rucfioi\. \. . sale~ infon11adon by use. 'Of. an. application prog:r;am. to 
codes which are consid_ere_d t~gible •personal.proper_:; ·1- a central ·<;Ompu,ter ... the sale of _such. equipqierit is a _ 

-ty)-programs di.at control' thf; hardware itself; (arid sa:le .of, tangible' per~onal J)~operty e)cept to the ex." 
. allp:w it to compile,. assemble l:lricl prcic@~S. application ' tent 'of the nontax}ihle, a,pplicat.iotis prograID op~on . 

. programs.·., For purposes· of this ru.le; instf]!ction, which may l?e pli~cbas,ed as a sep~ate item and _is . 
· -codes mean. the · H1tei:nalized instruction coqe 'which \ ' . J separately billed, .to ,the custmn~r . as· a -softwar~ · addi~ · · · · 

i ccintrols<the basic Operations (that -{s; atithnletic ahd .··. tionto. the tangible property .. If the c_ustomer does 
, · logic~} of thtj computer c~1.1sing it to: execiite in~tr'1c: . nqfhave this option; the applicatioq program:.will be• . 
) . '. tiop.s cont_~ined in · applic11tiori, and· systetq pto$ranis; · ·· viewed ~s part of the har;dware ~d taxed acq,rdingly.. . 

:,an~i is an. ihtegrafpart ;or, the coinputer. It'is not •(;S·)· Asoftware_s_up· .pli~r m_·. ~mrla.cture.spr_·ep_,ac:ka~_ed) 
\_ - nqrmally a:~c_essible ·nor' modifiable bythe:user .. such .- . 

. internal code syste~, is: considered pa~t of the har~i- . ,, .pr_6granis for use with home telev~iop. ga11.}es·;of -.,. 
ware-and i~ taxable.' The: fact thatthe vei;il:l.or doe,s. · other personal c(>mputet equip~ent The"'programs · 

. ·. 'not ~barge separately for it is .ithrnateriaf \ :- . ' . . are· marketefthrough retail .stor¢s;• iW,d Jhe programs . ( 
/ •. · · ..• _ _ ·. ) , -· ·•·_·· · ·• . . 1 -•· rare.fully usable by custoiiiers.Without modifications.·. 
· (2') Applicatiop. progr~uns,-progr:ams ,that . are .ere-· ·_. · In. selecting or preparing· .the prograni, the · suppli_er 

· ated to -·· perform business_ f1.lftction~ ',or. c;ontiol' or . ··• do~s not; perforµi a, detail~d' ~~~sis _of: tbe, cushfo~~ 
inbnitor prqc~~ses'. -· · ·.·•· · · ·· · · · · · · · er'_s requir~ments;' The program' 1s v:1ewed as tang1• 

}, ··._ '1 _.· . (3) Pre-writtenpr~grams (carined)~progr~ms that ·. ple personal property for sales t~-purposes.,: .· ' \ 
> ~eeither.Systems programs 'or appiication programs .. -3 .• , Th~ f~llowing~re -~eerited.to be~·prof-e~!\iomtl· s~r~ a·. 

ai11d are not written specificrally_ f~r one ,user. . · · .. vices and_. are, .th¢refore, rnot · su~j~c~ to :sales . and/~r. us~ : . .'; 
. {~) Custom progrniils~prbgrrnis: cr~~ted specifi~ tax: . : ' : . : ' .· ,: " . . . • I '·. r> 

cally for one_:user. . . · _ .. _ .. _ · -· ·. . . . . . 1. Feasibil)ty, ~tuqies; ./ 
.v.· .--r' .. !. ·. •'·,• \ :) . 

. . · (:. 

l 
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SALES AND USE TAX. ACT 

ii. Consulting services; 

iii. Technical instruction; 

iv. Professional services, such as accounting ser-
vices, where the service bureau initially receives the raw 
material and studies, alters, analyzes, interprets and 
adjusts such raw material which by the use of a data 
processing machine are sorted, classified and rear-
ranged. 

4. Where the output resulting from data processing 
services is received by an out-of-State client through the 
medium of a telephone or telegraph transmission device 
at an out-of-State location, the charges for such data 
processing services are not taxable to the out-of-State 
client. 

5. The sales and/or use tax is not applicable to the. 
fabrication of a program by a non-service bureau compa-
ny's employees for the exclusive use of their. employer in 
connection with the employer's business. 

6. The sales and/or .use tax is'not applicable when the 
tangible personal property involved is incidental to the 
professional or personal services and for which no sepa-
rate charges are rp.ade. 

7. The Sales and Use Tax Act is not applicable to 
charges for the sale or use of mailing lists. 

As amended, R.1979 d.384, effective September 28, 1979. 
See: 11 N.J.R. 472(b), 11 N.J.R. 595(a). 
As amended, R.1983 d.357, effective September 6, 1983. 
See: 15 N.J.R. 1086(a), 15 N.J.R. 1487(d). 

In (a)3, deleted old i and ii and renumbered old iii and iv as new i 
and ii. 
As amended, R.1983 d.619, effective January 17, 1984. 
See: 15 N.J.R. 1565(a), 16 N.J.R. 148(c). 

(b)7 added. 

Case Notes 

Leasing of computer information held not to be the leasing of 
tangible personal property and not subject to either sales or use 
taxation; rental of computer mailing lists held hot subject to sales tax 
as a taxable advertising service; item described as a wrapper by 
taxpayer held not entitled to sales or use tax exemption. Spencer Gifts, 
Inc. v. Director, Div. of Taxation, 3 N.J.Tax 482, 182 N.J.Super 179, 440 
A.2d 104 (Tax Ct.1981). 

Rule found not persuasive in considering tax exemption issue in non-
software storage service; receipts· from storage of actual stock certifi-
cates and accompanying documents by registrar and transfer agent held 
subject to sales tax. Registrar & Transfer Co. v. Director, Div. of 
,Taxation, 166 N.J.Super 75, 398 A.2d 1335 (App.Div.1979), certification 
denied 404 S.Ct. 1161, 81 N.J. 63 (1979). 

Taxpayer producing computer-generated test score results was per-
forming a tax-exempt data processing service rather. than producing 
tangible personal property; computer equipment rented by taxpayer 
was not exempt from sales and use tax. Educational Computer Soft-
ware, Inc. v. Baldwin, 8 N.J.Tax 253 (Tax Ct.1986). 

18:24-26.5 

SUBCHAPTER 26. SOLAR ENERGY DEVICES 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 Tax Act (N.J.S.A. 54:32B-1, 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 energy and including mechanical or cheiµical 
devices for storage of solar-generated energy. 

18:24-26.2 Technical sufficiency standards of solar energy 
systems; devices for storing solar-generated 
energy 

The technical sufficiency standards of solar energy sys-
tems, devices for storing solar-generated energy as estab-
lished and promulgated under N.J.A.C. 14:25 1 by the De-
partment of Environmental Protection and Energy shall be 
.used to determine eligibility for exemption from sales and 
use tax of such solar energy systems. 

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

Section was "Exemption effective on or after July 1, 1978". 

18:24-26.4 Procedure for exemption 

For purposes of exemption from tax the purchaser of a 
solar energy device or system shall issue to the vendor an 
Exempt Use Certificate (Form ST-4). The certificate 
should indicate on 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 pur-
chaser must insert the address of the property upon which 
the solar energy device or system will be installed. In those 
case~ where the purchaser is not registered with the Division 
of Taxation a certificate of authority number is not required. 
However, for purposes of verification either a federal identi-
fication number or social security number is to be furnished. 

18:24-26.5 Nonexempt purchases 

, The exemption from tax will not apply to those devices or 
systems for heating or cooling, electrical or mechanical 
power that would be n,quired regaI"dless of the energy 
source being utilized. 

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

24-63 Supp. 6-i-98 



18:24-27.1 

SUBCHAPTER 27 .. TRANSPORTATION OF 
TANGIBLE PERSONAL PROPERTY 

18:24-27.1 Scope of subchapter 

This subchapter is intended to clarify the application of 
the New Jersey Sales and Use Tax Act (N.J.S.A. 54:32B--1 et 
seq.) to charges for the transportation of tangible personal 
property. 

18:24-27.2 Exclusion of transportation cost from a taxable 
receipt 

(a) The cost of transportation of tangible personal prop~ 
erty, except energy, where such cost is separatelr stated in a 
written contract, if any, and on the bill rendered to the 
purchaser is excludible from the receipt subject to tax. To 
qualify for the exclusion, such cost must be .for the delivery 
of the tangible personal property to the purchaser and must 
be reasonable in relation to prevailing established rates. 
Any charge made to a retail purchaser, whether labeled 
transportation, handling or some other designation, which 
represents the vetiaor's cost of transportation from a suppli-
er, manufacturer, warehouse or catalog or other distribution 
point to the vendor's place of business constitutes part of 
the receipt subject to tax. For example: 

Example 1: A vendor charges his customer $15.00 for 
transportation of a refrigerator. The refrigerator is· sold for 
$300.00. The refrigerator is transported from the vendor's 
place of business to customer's home. The customer is 

• billed as follows: 

Refrigerator ................................... . 
Transportation ................................. . 
Total Due ... · .................................. . 
Receipt subject to tax is $300.00. 

$300.00 
15.00 

$315.00 

Example 2. A vendor charges his customer $10.00 for 
transportation of a taxable purchase. The purchase is drop-
shipped from the manufacturer to the purchaser. The 
custOmer is billed as.follows: 

Purchase ... : .................................. . 
Transportation charge ........................... . 
Total Due ...................................... . 
Receipt subject tax is $100.00 

$100.00 
10.00 

$110.00 

Example 3: A motor vehicle dealer incurs a nontaxable 
transportation cost of $130.00 on the purchase for resale of 
an automobile. Delivery is made to the dealer's location. 
The automobile is sold to a retail purchaser for $8,320 plus 
the dealer's transportation cost of $130.00 which is separate-
ly stated. Receipt subject to tax under these facts is $8,450. 

Example 4. A.vendor charges its customer $225.00 for a 
supply of ready-mix concrete. The concrete is delivered to 
the customer's work site in the vendor's mixer truck. The 
vendor. charges the customer $30.00 for . transportation of 
the concrete. The customer is billed as follows: 

DEPT, OF TREASURY-TAXATION 

Concrete ... : ................................ • .... $225.00 
Transportation ................................... $ 30.00 
Total due ........................ , ............ , .. $255.00 
Receipt subject to tax is $225.00 

(b) The charges to a shipper or consignee, which may be 
designated as demurtage, · for detention of the means by 
which the property was transported to the purchaser, such 
as a commercial motor vehicle, trailer, semi-trailer, railroad 

. car, commercial ship and vessel or marine cargo container, 
are considered part of the transportation cost and are not 
subject to tax. For example: 

Example 1: Company A purchases tangible personal 
property which is shipped in five railroad cars to a location 
in this State. The railroad cars are retained for ten days 
beyond the stipulated time for unloading. Charges for the 
10-day retention · are made in addition to regulated tariff 
rates and are designated as dernurrage. Under these facts, 
demurrage, retention charges, holding charges, etc., imposed 
in the transportation industry are considered a part of the 
transportation cost and are no.t ' a receipt subject to tax. 

(c) For the purpose of (b) above, a charge by a vendor to 
a customer for the holding or retention of tangible personal 
property beyond a stipulated time, where such charge may 
also be designated as demurrage, and is unrelated to the 
transportation of property, is subject to tax; the taxable 
receipt from such a transaction is considered a rental, lease 
or license to · use the tangible personal property involved. 
For example: 

Example l: Company A sells propane gas which is deliv-
ered to a customer in cylinders. A cylinder is retained 
beyond the stipulated · time under the sales agreement. 
Charges are incurred by the customer for the period · of 
extended retention. Even though the charge is designated 
as demurrage, it is subject to tax as a rental or lease. of the 
cylinder. 

Amended by R.1997 d.408, effective October 6, 1997. 
See: 29 N.J.R. 3431(a), 29 N.J.R. 4338(a). 

In (a)l, added Example 4. 
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 in the first sentence. 

SUBCHAPTER 28. RACE HORSES 

18:24-28.1 Scope of subchapter 

This subchaptt,r is intended to clarify the application of 
the New Jersey Sales and Use Tax Act (N.J.S.A. 54:32B-1 et 
seq.) to the imposition of sales and compensating use tax on 
race horses purchased or used within New Jersey. 

Supp. 6-1-98 24-64 · 
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SALES AND USE TAX ACT. 

SUBCHAPTER 30. (RESERVED) 

SUBCHAPTER 3L URBAN ·ENTERPRISE ZONES 
ACT. 

18:24-31;1 ··General 
. . -. . 

· (a) The New Jersey Urban ::gnterprise Zones Act, Chap-
ter 303, Laws of 1983, N.J:S.A .. 52:271f-60, et seq., approved 

· August is, -1983, provides for the establishment of urban 
. enterprise Zones. in urqan arl:as suffering frcim .high unem-

ployment arid. econo:oric distress. Each designation shall be 
for 20 years. Zones are designated by an Urban Enterprise· 
Zone Authority.. The Aµthority may grant certain sales tax 
and other tax benefits to businesses existing in or formed in 
enterprise zones, which have hiet the definition of. a quali-
fied- business. This -subchapter of the . sales• tax mles sets 
forth the possible benefits, the necessary definitions, and tµe . 
procedures for qualifying for any of these sales tax benefits. 

(b) The possible sales tax benefits inch1de an exemption 
. for retail sales to a qualified businyssr' a partial exemption 

for retail sal~s by a qualified business, and an. exemption for 
. sales of building materials and services used in.constructing 

or maintaining· buildings or iealfy of a quiiJified busi,ness. 
. . . 

(c) No business can obtain tax benefits under .this sub-
chapter unless. the Urban Enterprise Zone Authority has 
determined that the business meets the definition of a 
qualified. business under NJ.S . .A. 52:27H-'6:2c pa~aphrasecl 
below in N.J.A.C. 18:2~3L2, .· .· 

. .., . . .. 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), deleted :•, and the right to establish -ent~rpris~ zC>nes. shall 
expire 10 years from· August. 15; 1983" at the end of the second 
sentence. · 

.18:24-31.2 Definitioµs 

'The foliowing words and terms, when used in this sub- . 
chapter, shall have the following meanings, unless the con~ 

· text clearly indicates otherwi~e: · · \· · 
. ) . . 
"'"Qualified business" means: 

1. An entity authorized to do business in New Jersey 
which, at the time of designation as an enterprise zbne,. is 
engaged in the active· conduct of a trade or business in · 
that zone; or_ 

2. An entity which, after that designation but during 
the desigµation pei'iod Qf 20 years, becomes newly; en~ 
gaged in the active conduct of a trade or business in: that 
zone, and has at least 25 percent of its full-time· employ~ 

, • • I 

18:24-31.3. 
' -

ees employed at a businesslocatfon ii! the zcme; .who ineet 
at least one of the following criteria: . · ! 

L Residents within the zone, within: anoth~r z9ne or 
within the municipality within which the zone or any r 

other zone is located;' · or · 

ii. Either unemployed for at least one year prior to 
being hired arid residing in New Jersey, or recipients of 
New Jersey public assistance program, for at least one 

, year prior to being hired; ,or · 

-iii. FoQDd to be ec~nomicaily disadvantaged, pursu-
. a;nt to the Jobs Training Partnership Act, P.L. 97-300 
(29 .U.S.C. 1501, et seq.):· 

I 

· · "Ente~dse zoi)e" or "zone" ~eans . an urban enterprise 
zone designated . by the• Urb~ Ente,prise. Zone Authority 
under N.J.S.A.. 52:27:H-60, et seq; . · 

, . . . . . 

· Amended byR.1993 d.313, effective iuly 6, 1993. 
See: 25 N.J1R. 1:486(a), 25 N.J.R. 2899_(c):'" 

18:24-31.3 · Exeritption for retail sales to a qualified· 
- · · bu~ine'ss 

(a) Retail sales and leases of tangible per~omil property 
(except motor:vehicles arid energy) to a qualified business 
and 'sales ·of services (except telyconu:nunications.· and utility 
service) to a . qualified business for the.·· e:irclusive use 9r 
consumption of.such business;withµi an enterpri~e zone are 
exempt from the sales ii:nd use taxes. imposed by N.J.S.A. 

. 54:32B-.1 et seq., . provided · that the designation of •the 
enterprise zone· by the. Urban Enterprise · Zone Authority 
specifically makes this exemption. a'{ailable to the qualified 
business. . 

.(b). Tangible . personal property includ~s, for examp~e, .. · 
items such as Offic,e supplies,office or bµsiness equipme11t, 
office arid store furnishings, trade fixtures, and cash regis-
ters. Seivi~es . mclude ~stalling; maintaining or ·. repairing 
tru:igible personal property· used in business ( other · that1 a 
motor.· vehicle); maintaining, servi~ing or repairing real 
property .used in b,1,1siness, includii:ig janitorial services, and 
advertising services used or collsunied exclusively within the 

. enterprise zone. . . . . 

·(c) Qualified businesses purchasing_ or leasing tangible 
personal property (except motor ve.hicles .and enyrgy) or 
services·. ( except telecommunications · and u!ilitr services). to · 
be used or consumed exclusively within the enterprise zone · 

. shail .furnish t.o their vendors, suppliers or lessors a properly 
· coinpleted Ub:-5, Urban Enterprise Exempt Purchase Cer~ 
tificate. · · · ·. ·· 

Amended by R.1993 d.313, effective Jrily (\, 1993. 
See: 25 N.J.R. 148~(a), 25 N.J,R 2899(c). . 

· Amerided by R1998. d.288, effective June 1, 1998 .. -· 
See: 30 N.J.R. 1206(b ), 30 N.J.R. 2070(b ). -· 

. ) . 

24-67 · Supp. 6-1-98 
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18:24-31.3 
. --~-

In (a) and ( c ), inserted exceptions relating to energy and to utiHty 
service; and in( c), substituted "including janitorial services, .and advers 
tising services used or consumed exclusively within the enterprise zone" 
for "and "and. advertising services" at the end. • 

) Case Notes 

Tangible personal property is exempt pursuant .to Urban Enterprise 
Zones Act.· Fedway Associates, Inc. v. Director, Div. of Taxatfon, 14 
N.J.Tax 71 (1994),. a.ffirmed 282 N.J.Super. 129, 659 A.2d 536, 15 
NJ.Tax 203, certification denied 142 N.J.573, 667 A.2d 190. · 
. ' 

18:24-31.4 Partial exemption for retail sales oftarigible 
personal property by a .certifiecl vendor 

(a) Sales tax is imposed at 50 percentof the statutory 
rate, onreceipts from retail sales, with exceptions stated in 
(b) or (c) below, made by a. t:ertified vendor wllich is a 
qualified business from a place of business ow,ned or leased, 
and~eguladyqperated by the vendor f9r the purpose of 
making retail sales, and located in a designated enterprise 
zone. 

(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.l3, as further. 
defined in N.J.A.C. 18:24--4.1 through 18:24-4.8. 

-, ' -

(d) In addition to being a qualified. business, a certified 
vendor must. regularly ·operate ·.a place of business for the 
purpose··ofmaking retail sales ... Items of tangible personal 
pJopertymust )Je regularly exhib.ited 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 arid certified. vendor 
mu~t be made . from his. place of business within an .enter• 

· prise zone; that is, either the purchaser must accept delivery · 
a,Uhe vendor's place of business within an enterprise :zone, 
or . the. vendor must deliver. the tangible personal property, 
from its place of business within .an enterprise zone. Only 

. receipts from sales which originate and are completed by the 
. purchaser in person at the vendor's place of business within 

an enterprise zone qualify for the reduced rate of sales tax; 
provided, however, that after a sale has been completed 
within an enterprise zone, the Nendor may · deliver the 
tangible personal property to the purchasef at a location 
outside an enterprise zone. 

1. Receipts from mail order; telephone, telex and 
similar sales transactions are subject to sales tax at the 
regular· rate. where delivery is. made to a location within · 
this State. ·· 

DEPT. OF T.REASURY".'""'-TAXATION· 

(f) Vendors that meet the requirements in (a) and (b) 
above and that lease tangible personal property may pay use 

· tax at 50 percent of the regular rate, as long as the lease 
meets the requirements above. However, ifthe lessor later 
leases the property to a lessee that fails to meet the 
requirements in (e) above of completing the· 1ease transac~ 
tion at the. lessor's place of -business, tax shall 'be due at the ·. 
regular rate, unless the lessee is exempt under som~ other 
exemption provided by the Sales and Use Tax Act. 

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. • . . 
Atnended by R.1993 d.313, effective July 6/1993. 
See: 25 N;J.R. 1486(a), 25 N.J.R2899(c). 
Amended by R.1998 d:288, effective June 1, 1998. 
See: .30 N .. J.R. 1206(b), 30 N.J.R2070(b). 

In (b ), added. it reference to energy; and in. ( e ), rewrote the first 
sentence. 

18:24-31.5 · No partial exemptim1 for retail sales of taxable 
services by a qualifying business 

The ·Urban Enterprise Zones Act in Section 21 provides 
for an ekemption to the extentof 50 percent of the statutory 
rate of sales and use tax · on retail·. sales. ( other than · motor 
vehicles, cigarettes, 1 alcoholic beverages, energy, and manu-
facturing 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: 25N.lR. 1486(a), 25N.J,R. 2899(c); 
Amended by R.1998 d288; effective June. l, 1998. 
See: 30 N.J;R. 1206(b), 30 N.J.R. 2070(b). 

Inserted a referen~e to energy. 
. . ' -_' ._. / 

· 18:24-31.6 Exempti9n for retailsales of building materials 
to or for a qualified business 

(a) Section 31 of the Act provides an exemptfon from 
sales and use tax on sales of materials, . supplies or services 
to contractors or repairmen for exclusive use in erecting 
structures, or building on, or improving, altering or repairing · 
real property of a qualified business within an epterprise 

' zone. 

_ (b) Purchasers of materials, supplies·. or services to ·be 
used forconstruction, alteration and repair of structures and 
realty of qualified.businesses within an enterprise zone, shall 
furnish to ·their vendq,rs .or suppliers.a prope.rly·cmhplete,d 
UZ-4, Contractor's Exempt Purchase. Certificate, Urban 
Enterprise Zone; · 

( c) For the purpose of this section, a qualified business 
performing construction or similar work with its own per-
sonnel shaH be considered as .. its own contractor, .. and shall 
be entitled to deliver a properly completed UZ-4directly to 
the vendor. 

18:24-31.7 through 18:24-31.9 (Reserved) 
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