
SALES AND USE TAX ACT 

CHAPTER24 

SALES AND USE TAX ACT 

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

Source and Effective Date 
R.2003 d.348, effective July 28, 2003. 

See: 35 N.J.R. 2165(a), 35 N.J.R. 3848(a). 

Chapter Expiration Date 
In accordance with N.J.S.A. 52:14B-5:lc, Chapter 24, Sales and Use 

Tax Act, expires on January 24, 2009. See: 40N.J.R. 1777(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, 
effective July 1, 1972. See: 4 N.J.R. 197(d). Amendments became ef-
fective 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 effec-
tive December 4, 1973 as R. 1973 d.336. See: 5 N.J.R. 392(a), 6 N.J.R. 
38(a). 

1974 Revisions: Subchapter 22 was adopted as R.1974 d.123, 
effective May 20, 1974. See: 6 N.J.R. 85(a), 6 N.J.R. 251(a). Sub-
chapter 23 became effective April 19, 1974 as R.1974 d.96. See: 6 
N.J.R. 123(a), 6 N.J.R. 208(a). 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 amendments 
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 amendments 
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 
September 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 amend-
ments 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 amend-
ments 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. 16l(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 Revisjons: Subchapter 27 was adopted as R.1981 d.208, 
effective 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. 11 l(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 amend-
ments became effective April 5, 1982 as R.1982 d.85. See: 13 N.J.R. 
883(b), 14 NJ.R. 348(a). Further amendments became effective May 3, 
1982 as R.1982 d.141. See: 14 N.J.R. 140(b), 14 N.lR. 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, 1984 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). Fur-
ther 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 amendments became 
effective October!, 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 amend-
ments 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). 

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). 
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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: 
30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 

Chapter 24, Sales and Use Tax Act, was readopted as R.2003 d.348, 
effective July 28, 2003. See: Source and Effective Date. See, also, 
section annotations. 
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SUBCHAPTER 1. FORMS 

18:24-1.1 Sales and Use Tax Act forms enumerated 
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currently available for use under N.J.S.A. 54:32B-1 et seq. 

NJ-REG 
REG-lE 
ST-2 
UZ-1 

Supp. 9-2-03 

REGISTRATION APPLICATIONS 

Business Registration 
Application for Exempt Organization Certificate 
Sales Tax Certificate of Authority 
Urban Enterprise Zone Application for Reduced 

Sales Tax Collection 

SPECIALIZED USE FORMS 

ST-3 
STs3NR 
ST-4 
ST-5 
ST-6 
ST-6A 
ST-6E 
ST-7 
ST-8 
ST-10 

ST-lOA 
ST-lOV 

ST-IOV 

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

ST-18 
ST-18B 
ST-50 
ST-50EN 
ST-51 
ST-52 
ST-20A 

ST-250 

ST-252 

DEPT. OF TREASURY AXATION 

Resal I Certificate 
Resalb Certificate for Non-New Jers y Vendors 
Exem~t Use Certificate 
Exempl1t Organization Certificate 
Direct Payment Permit 
Direc~ Payment Certificate . 
Direc\ ;Payment Permit/Certificate ( nergy) 
Farmers Exemption Certificate 
Certifit:ate of Capital Improvement 
Motot;Vehicle Dealer Sales and Us Tax Exemp-

tion [Report 
Aircdft Dealer Sales and Use Exe ption Report 
Vessell Dealer Sales and Use Tax emption Re-

port! 
Suppl~

1
ment 1-Supplement for a F reign Corpo-

ratitm . 
Repo~t of Sales Tax on Motor Vehic es 
Contractor's Exempt Purchase Certi · cate 
Exemption Certificate for Student B oks 
Lessotis Certification 

SAL~ AND USE TAX RETURNS 
j! 

Use 1lax Return 
Annu~I Business Use Tax Return 
Sales ~nd Use Tax Quarterly Return 
Sales knd Use Tax Quarterly Return (Energy) 
Monthly Remittance Statement 
Constilidated Return Schedule 
Dedu~bon Worksheet for Computin New Jer-

seyJNew York Deductions 

A4TJC CITY LUXURY TAX 

Atlantic City Luxury Tax/State Sales Tax Monthly 
Rei~rn 

· Atlantic City Luxury Tax Certificate f Authority 
II 

NEW JERSEY/NEW YORK COOPER.A: VE 
11 TAX PROGRAM . . . . 

ST-20 

ST-20A 

ST-21 

New Jersey/New York Combined Sa es Tax and 
UsJITax Return 

Dedu9tion Worksheet for Corilputi New Jersey 
Deductions 

New ~brsey/New York Combined St te Sales and 
UseiTax Remittance . 

Applipation for New Jersey.and New York Simpli-
fiediSales and Use Tax Reporting 

DTF-17.1 Busin~ss Description (used in comp ting form 
DTiF-24) · 

UZ-2 

UZ-4 

u~jl ENTERPRISE WNE Foj's 

Urbai;1 Enterprise Sales Tax Certific te of Author-
ity i I 

Urban Enterprise Zone Contractor' Exempt Pur-
ch~Je Certificate 

UZ-4N5A Exenji!,t Qualified Business Permi empt Pur-
chaJe Permit 

UZ-5 Urbaq Enterprise Exempt Purchase ertificate 
UZ-50 Com~ined Sales and Use Tax/Urban Enterprise 

!I 
· II · 

New Rule, R. 1987 d.~46, effective June 15, 1987. 
See: 18 N.J.R. 2192(!i), 19 N.J.R. 1104(a). 
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Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. l486(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), inserted REG-IE and deleted ST-5B from list of registration 
applications. inserted ST-3NR and ST--6E in list of specialized use 
forms, and inserted ST-18B and ST-50EN in list of sales and use tax 
returns. 
Amended by R.2003 d.348. effective August 18, 2003. 

18:24-1.2 

See: 35 N.J.R. 2l65(a), 35 N.J.R. 3848(a). 
In (a), deleted "REG-1 ", inserted "NJ-REG" and substituted "Cer-

tificate" for "Permit" in "REG-IE" in the registration applications list, 
and deleted the exemption status list. 

18:24-1.2 Newspaper defined 
(a) A "newspaper" means a publication which generally 

conforms to all the following indicia: 

Next Page is 24-5 24-4.l Supp. 9-2-03 
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1. A newspaper is published in printed or written 
form at stated short iliteivals at least 50 tillles a year; 

. . . 

2. A newspaper is available for circulation among the 
public, whether or not through paid subscriptions; 

. 3.. A newspaper contains information of general inter-
est or reports of current events -and contains origjnal or 
reprinted articles on a variety of topiC$, photographs, · 
illustrations, advertising matter, legal notices, comic strips, _· • 
cartoons, editorial comment or other such subject matter; 

4. A newspaper does not contain as advertising matter 
more than 90 percent of its printed area; 

5. A newspaper has continuity as to title arid the 
general nature of its content· from issue to issue; ·- and 

6. A newspaper does not constitute a book, either 
singly or when successive issues are put together. · 

(b) Except as inconsistent with (a) above, whether a 
publication has been or would be classified as one which is 
entitled to second class mailing privileges by _the l.Jnited 
States Postal Service will be taken into C011$ideration in the 
determination of whether or . not the publication. is· a news-
paper. · 

New Rule, R.1987 d.325, effective August 17, 1987. 
See: 19 NJ.R. 858(a), 19 N.J.R. 1570(a). . 

18:24-13 Magazine and· periodical defined 
(a) A "magazine" means a periodical publication which 

generally conforms to all the following indicia: · 

1. A periodical is published in printed or written form 
at stated intervals, at least as frequently as four times a 
year; 

2. A periodical. is available for circulation among the 
public, whether or n9t through paid. subscriptions; 

3. A periodical contains a variety of articles or other ·-
information; . . . 

4. A periodical does not _ contain as advertising matter 
more than 90 percent of its printed area; · 

5. A periodical has continuity as _ to title and the 
general nature. of content from issue to issue; and 

6. A periodical does not constitute a book, either 
singly or when successive issues are put together; 

(b) Except as inco11$istent with (a) 8bove, whether a 
publication has been or would be classified . as one which is 
entitled to second class mailing privileges by the United 
States Postal Service will be taken into consideration in the 
determination of whether or not .the · publication is a maga-
zine. · . . ' . 

New Rule, R.1987 d.37S, effective August 17, 1987. 
See: 19-NJ.R. 858(a), 19 NJ.R. 1570(a). · 
Amended by R.1993 d.313; effective July 6, 1993; · 
See: 25 N.J.R.1486(a), 25 N.J.R. 2899(c). 

18:24-1.4 -

18:24-1.4 . R~ipt defined 
_. (a) "Receipt" means -the amount of the sales price of any 

property and_ the charge for any seivice taxable -under the 
Sales and· Use Tax Act, valued_ in·•_ money, -whether received 
in money or otherwise, including any amount for· which 
credit is allowed by the vendor to the purchaser, without any 

. deduction for expenses or early payment · discounts, but 
excluding any credit for property of the same kind accepted -

- in part payment and intended for resale, excluding the cost 
of transportation except of energy, where such cost is sepa-
rately stated in the written contract, if any, and on the bill . 
rendered to the purchaser, and excluding.the amount of the 

· sales price .for which food stamps have been properly ten-
dered in full or in part payment. pursuant to the Federal · · 
Food Stamp Act of 1977, Pub.L. 95...:..113 (7 U.S.C. § 201let 
seq,). --- . 

(b) Excise taxes which are imposed on · manufact~rers, _. 
·importers, producers, distributors or vendors are included in 
the teceipt on which sales or use tax ~s computed, even · 
though the excise tax may be separately stated to the 
·purchaser .. Thus, the Federal manufacturer excise taxes 
impos_ecl on the sale or lease of certain automobiles (gas 

· ·. guzzlers) are included in the t!Wlble receipt as are the excise 
· .taxes on tires,-sporting goods and firearms; · 

••- 1. Exci~ taxes which are imposed on the consumer ·· · 
·· are excluded. from the taxable receipt; for example, the 

Federal retail excise taxes on heavy trucks and trailers 
sold at retail and the Federal -luxury tax on certain retail -
purchases; · · 

.(c) Expenses billed to a customer but incurred -by a 
vendor · in making ·. a sale of taxable goods or services; 
regardless of whether the expenses are taxable or nontaxa-
ble, and regardless of whether the expenses are .. separately· 
billed to a customer, are not deductible from the receipt on 

. which sales tax is CQmputed'. · · · 

Example 1: . An equipment repairman charges .$20.00 per 
. · hour plus certain expenses· when on a service call. · The 
· customer is billed as follows: -

Repair time-2 hours @ $20.00 
. Travel time · 

Parts 
Meals 

Total Due. ' . .. . 
The receipt subject-to tax is $75.00. 

' .. 

$40.00 
10.00 
20.00 
5.00 _ 

_ $75.00 _·, 

· Example 2: A photographer contracts with a customer• to 
sell photographs at $50.00 each in addition to the reim-
bursement of certain expenses. · The customer is billed as 

· follows: 

Photographs (2) 
Model fees 
Meals 
Travel 
Props (Flowers) · 

$100;()() 
60.00 
10.00 

-25.00 
5.00 
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Total Due $200.00 
. The receipt subject to tax is $200.00. 

( d) Discounts which are given by a vendor for the pur-
pose. of encouraging prompt payment on an account, known 
as "early payment discounts", are not deductible froni re-
ceipts. · 

Example: A vendor gives a purchaser a two percent 
discount for paying the price of a $100.00 camera within 10 
days. The sales tax is to be computed on the taxable receipt 
of $100.00 regardless of which method of payment the 
customer chooses. · · 

$100.00 
6.00 

$106.00 
2.00 

$104.00 

Price 
Tax at 6 percent 

Discount 
Due 

Full Price Method 

$100.00 
.6.00 

$106.00 

Price 
Tax at 6 percent 
Due 

(e) Discounts which represent a reduction in price, such 
as a trade discount, volume discount or cash and cany 
discount, are deductible in computing receipts. · 

Example· l: A vendor gives a purchaser a· 30 percent 
discount for · purchasing 1,000 light bulbs. The · taxable 
receipt will be the discount price. The customer.is billed as 
follows: 

· 1,000 .bulbs@ SO.SO 
Less· 30 percent discount 

Sales tax at 6 percent 
Due 

$500.00 
150.00 

$350.00 
21.00 

$371.00 

Example 2: A vendor gives a purchaser a 10 percent cash 
and carry discount. The taxable receipt will be the dis-

. counted price. The customer is billed as follows: 

Merchandise 
Less 10 percent discount 

Sales tax at 6 percent 
Due 

$50.00 
5.00 · 

. $45.00 
2.70 

. $47.70 

(t) Where a vendor issues a coupon entitling a purchaser -
to · receive tt discount upon presentation, and the vendor 
receives no reimbursement from any person, the sales tax is 
due from the purchaser on only the discounted price which 
is the actual receipt. 

Example 1: A store _issues a coupon entitling the holder 
to purchase a product for $0.20 less than the regular sales 
price. The retailer would hill as follows: 

Regular price 
· Store coupon 

$1.00 

OF TREASURY-

Discount Malhocl Full Price Malhod 
Taxable receipt $ .80 
Sales tax at 6 pe nt rate . 
Amount.due from purchaser · $ .85 

Example. 2: A st re issues a coupon entitling the holder 
to receive two ite115 for the price of one. e retailer 
would bill as follows. 

Regular price fc:,)ine ~tern $1.00 
Store coupon for ,ee.Jtem 
Taxable receipt -11 . $1.00 
Sales tax at 6 per!i.. nt. rate ..---,&§_· 
Amount due froj[ purchaser · $1.06 

· (g) Where a venkor issues. a coupon, entitling purchaser 
to par re~uced / brice on an item purcha. d: and the 
vendor ~. re1mbu~d by; a manufacturer, d,s bu~r, or 
oth~r thrrd party, ~e t~ ,s due on the full re lar p~ce of 
the item. The receipt IS composed of the amo t pud and 
the amount.of the <lbupon's stated value, . · · 

· Example: A stoJ issues a coupon labeled" ", entitling 
the holder to p 1hase an item· for $1.00 le s than the 
regular purchase p ice. The retailer would . bil as follows: 

Regular price . . $10.00 
Sales tax at 6 pe nt rate _.60 

I ·-- -s10.60 
Manufacturer coupon ......,.LOO 
· II · 
Amount due froTI purchaser · . . . $ 9.60 

(h) Where a mlufacturer issues a coupo entitling a. 
. purchaser to pay af ,educed price on an item p based, the 
.tax is due on the ~II regular price of the item. The receipt 
is composed of the amount paid and the ount . of the 

· coupon's st~ted v~be. The coupon value refl ts the pay-
ment or re1mbu,ment by another party ·to the vendor. 

Example: A malufacturer issues a coupon ntitling · the 
holder to purcha5fl an item from a retailer fi r $0.20 less 
than the regular II rchase price. The retailer ould bill as 
follows: 

Regular price $1.00 
Sales .tax_ at 6 pe. / nt rate . 

I .$1.06 
Manufacturer cc:rupon · · . · 
Amount due frot purchaser . . . . .. . $ .86 

(i) Where a manufacturer or a vendor iss s a coupon 
involving a reimb4rsement but does not discl. _that fact to 

· the purchaser on ~he coupon or in an accomp ying adver-
tisement, the vend6r will collect from the pure aser only the 
tax due on the redticed price, but will be requir d to pay the 
tax applicable to /the entire receipt, that is, t e amount of 

. the price paid a,~ the reimbursement recei ed from the 
manufacturer. · Ttie · abbreviation "Mfr." app aring on the 
coupon sh~ll cons~·tu~ adequate notice that it is reimbursa-
ble by a third p . · . · , 

Supp. 6-1-98 24-6 
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G) Any allowance or credit for property of the same kind 
accepted in part payment by a vendor on the purchase of 
tangible personal property and intended for resale by such 
vendor shall be excluded when arriving at the receipt subject 
to tax. Only the net sale price of tangible personal property 
would be subject to tax. 

Example 1: An automobile dealer allows a customer 
$2,000 for a used automobile, accepted in part payment 
against the purchase price of $10,000 for a new automobile. 
The dealer will hold the used automobile for resale. The 
customer is billed as follows: 

New automobile 
Trade in 
Due 
Receipt subject to tax is $8,000 

$10,000 
2,000 

$8,000 

Example 2: A motor vehicle dealer allows a customer 
$500.00 for a used boat, accepted in part payment against the 
purchase price of$10,000 for a new automobile. A boat is not 
property of the same kind as an automobile. The customer is 
billed as follows: 

New automobile 
Sales tax at 6 percent 

Trade in 
Due 

$10,000.00 
600.00 

$10,600.00 
500.00 

$10,100.00 

(k) The cost of transportation of tangible personal prop-
erty, sold at retail, which is separately stated in the written 
contract, if any, and on the bill rendered to the purchaser is 
excluded from the receipt subject to the tax (see NJ.AC. 
18:24-27). 

(l) Any charges for credit imposed by a vendor and paid 
by a purchaser in addition to the purchase price under a 
designation such as interest, service charge, or finance charge 
is not deemed to be part of the sales price of tangible personal 
property or charge for services rendered. Such charges are 
consideration for the extension of credit and shall not be 
included in the receipt subject to sales tax. 

Example: A vendor sells furniture for $1,000 and charges 
1 ½ percent interest per month on the outstanding balance. 
Only the $1,000 is a receipt subject to tax. 

1. The imposition of charges by a credit card company 
deducted from a participating vendor's account are charges 
for financial services rendered. Such charges have no bear-
ing on the computation ofreceipts subject to tax. 

Example: A vendor sells furniture for $1,000. The pur-
chaser uses a bank credit card. The bank, when remitting to 
the vendor, deducts a five percent service charge ($50.00). 
The vendor is required to charge and remit tax on $1,000. 

2. Interest paid by a lessor on the purchase of tangible 
personal property intended to be rented for 28 days or less 

24-7 

18:24-1.4 

to a customer is an expenditure of the lessor and is to be 
included in the receipt subject to tax. 

Example: A taxpayer purchases equipment on credit for 
rental purposes. The agreement for 28 days or less provides 
that the party renting is to pay $100.00 per month for equip-
ment rented and $7.00 per month to reimburse the lessor for 
interest paid. The tax is to be collected on $107.00. 

(m) The amount of the sales price of items of property paid 
in or eligible for payment with food stamps issued in accor-
dance with the Federal Food Stamp Act of 1977, Pub.L. 96-
113 (7 U.S.C. § 2011 et seq.) is excluded from taxable 
receipts. 

1. On food stamp eligible purchases, otherwise taxable 
items will be exempt from sales tax when food stamps are 
presented in full payment or when cash is submitted with 
food stamps as a part payment. Nontaxable food, food 
products and non-carbonated beverages exempt from sales 
tax under N.J.S.A. 54:32B-8.2 remain exempt whether or 
not purchased with food stamps. 

Example: If a purchaser presents $10.00 in food stamps 
and $32.00 in cash as payment for $42.00 worth of food 
stamp eligible items, the entire $42.00 is exempt from tax. 
Under these facts, the exemption would apply even if the 
$42.00 worth of food stampable items consisted of food 
stamp eligible but sales taxable food and beverages, such as 
candy and soda. The purchase of items which are not food 
stampable remains subject to sales tax. 

(n) A manufacturer's rebate, whether or not paid directly 
to the purchaser, is not deductible from the receipt on which 
sales tax is computed. 

Example: An automobile dealer agrees to sell an automo-
bile to a customer for $10,000.00. As a sales incentive, the 
manufacturer agrees to give a rebate of $500.00 to a customer 
who purchases an automobile during the month of December. 
The customer elects to have the rebate paid to the dealer. The 
customer is billed as follows: 

Sales price 
Sales tax at 6 percent 
Due 
Rebate 
Net Cost to Purchaser 

$10,000.00 
600.00 

$10,600.00 
500.00 

$10,100.00 

( o) Charges for the use or rental of tangible personal 
property for periods of 28 days or less are subject to tax based 
on the amount billed for the period of use. The lessor is 
required to collect and remit the tax on the receipts from the 
rental. 

(p) The amount of the sales price of tangible personal 
property purchased for lease for a period of more than 28 
days is subject to tax and means, at the election of the lessor, 
either: 

1. The amount of the lessor's purchase price; or 

Supp. 7-21-08 
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2. The amount of the total of the lease payments at-
tributable to the lease of such property. A lessor, as a retail 
purchaser, is required to pay the tax upon the purchase of 
property for lease. 

Example 1: A leasing company purchases an automobile 
for $20,000. After the purchase the company enters into a 
three year lease agreement with a customer who will pay a 
total of $15,000 over this period. The lessor at the time the 
lease is executed must elect to pay tax on the purchase price 
of $20,000 or on the contract lease price of $15,000, less the 
interest charge to the lessee. 

Example 2: A rental company purchases automobiles to be 
held for short term rentals of 28 days or less. In this case the 
sales tax is not imposed on the rental company; however, it 
must collect the applicable sales tax on each rental payment 
from a customer renting an automobile. 

( q) The taxable receipt for intrastate and interstate tele-
communications is the amount charged to a service address in 
New Jersey regardless of where the services are billed or 
paid. 

New Rule: R.1990 d.74, effective February 5, 1990. 
See: 21 N.J.R. l 107(a), 22 N.J.R. 363(c). 
Amended by R.1992 d.139, effective March 16, 1992. 
See: 23 N.J.R. 3433(b), 24 N.J.R. 969(a). 

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

In (a), inserted an exception relating to energy. 

Case Notes 
Where supermarket customers asserted violations of the New Jersey 

Consumer Fraud Act (CFA), N.J.S.A. 56:8-1 through 56:8-20, with re-
gard to supermarkets overcharging the customers for sales tax by calcu-
lating the sales tax based on the regular price of the items purchased 
rather than on the reduced or discounted sales price actually charged for 
the items, the exclusive remedy available to the customers for a refund 
of any overpaid sales tax once the tax had been paid over to the Director 
was N.J.S.A. 54:32B-20(a), and therefore the customers' claims, includ-
ing those under the CFA, were dismissed. Kawa v. Wakefem Food 
Corp. Shoprite Supermarkets, Inc., 24 N.J. Tax 39, 2008 N.J. Tax 
LEXIS 8 (Tax Ct. 2008). 

Director of the Division of Taxation had exclusive jurisdiction as to 
the assessment, collection, and refund of any tax under the Sales and Use 
Tax Act, N.J.S.A. 54:32B-l through 54:32B-29, and N.J.S.A. 54:32B-18 
makes clear that vendors have the obligation to pay over any overpaid 
tax monies to the Director with their returns; the Director is then au-
thorized to determine the amount of tax due and, upon proper applica-
tion, refund any tax erroneously, illegally, or unconstitutionally col-
lected, pursuant to N.J.S.A. 54:32B-20(a). Kawa v. Wakefem Food 
Corp. Shoprite Supermarkets, Inc., 24 N.J. Tax 39, 2008 N.J. Tax 
LEXIS 8 (Tax Ct. 2008). 

Supp. 7-21-08 
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ii DEPT. OF TREASURY-T XATION 

i' 
SUBCHAPTER 2. ~TENTION OF RECORDS BY 

VENDORS ji 

18:24-2.1 Scope o!r subchapter 

This subchapter, ~romulgated by the Director f Taxation 
pursuant to authorit~ under N.J.S.A. 54:32B- l et seq., is 
intended to set forth certain records required to be kept by 

I vendors under the Sales and Use Tax Act (N.J.S .. 54:32B-l 
et seq.). I 1 

18:24-2.2 Definit~ons 
Ii 

The following wprds and terms when used i this sub-
chapter, shall have tije following meanings unless the context 
clearly indicates othfrwise. 

I 

"Director" means1 the Director of the Division f Taxation 
of the State Departinent of the Treasury, or any fficer, em-
ployee or agency oflthe Division of Taxation in he Depart-
ment of the Treastjiy duly authorized by the irector ( di-
rectly, or indirectly by one or more redelegations f authority) 
to perform the functions mentioned or described n the Sales 

I' and Use Tax Act. j' 

"Persons" means Ian individual, partnership, s ciety, asso-
ciation, joint stock c;ompany, corporation, public corporation 
or public authority, !estate, receiver, trustee, assig ee, referee, 
and any other persqh acting in a fiduciary or re resentative 
capacity, whether aJH)ointed by a court or otherw se, and any 
combination of the fmegoing. 

I' 
"Vendor" means ~ny person required to be regi tered under 

the provisions ofN.Ji.S.A. 54:32B-15. 
,! 

, Ii 
18:24-2.3 General requirements 

I 
(a) A true copy @:fall sales slips, invoices, re eipts, state-

ments, memoranda l9f price, or cash register tap s, issued to 
any customer by a I vendor who is required to b registered 
pursuant to the provisions of the Sales and U e Tax Act 
(N.J.S.A. 54:32B-I 1~t seq.) and records of every p rchase and 
purchase for leasei ! must be available for ins ection and 
examination at any time upon demand by t e Director, 
Division of Taxatiol11\1, or his or her duly authori ed agent or 
employee and shal~ be preserved for a period o four years 
from the filing date! of the quarterly period for he filing of 
sales tax returns to ~hich such records pertain. 

(b) Microfilm rehroductions of general books of account, 
such as cash book,l~ournals, voucher registers, 1 dgers, etc., 
are not acceptable iii lieu of original records. H wever, mi-
crofilm reproductio~s of supporting records of de ils, such as 
sales invoices, put,9hase invoices, credit mem randa, etc., 
may be maintaine1 i providing the following co ditions are 
met: , • [! 

I 

24-8 Next P ge is 24-8.1 
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1. Appropriate facilities are provided for preservation 
of the films for periods required. 

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

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

18:24-2.3 

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

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

Next Page is 24-9 24-8.1 Supp. 7-21-08 
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( d) An automatic data processing tax accounting system 
must have built into its program a method of producing vis-
ible and legible records which will provide the necessary 
information for verification of the taxpayer's tax liability. 

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

2. Automatic data processing records must provide an 
opportunity to trace any transaction back to the original 
source or forward to a final total. If detail printouts are not 
made of transactions at the time they are processed, then 
the system must have the ability to reconstruct these trans-
actions. 

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

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

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

1. The application being performed; 

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

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

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

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

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

In (a), neutralized a gender reference, and increased the required 
preservation period from three to four years. 

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

required by N.J.S.A. 54:32B-16 and N.J.A.C. 18:24-2.3(a), the tax court 
properly affinned the assessment of sales tax, corporate business tax, 

18:24-2.5 

and gross income tax by the Director of the New Jersey Division of 
Taxation, as the taxpayer failed to overcome the presumption of the 
assessment's correctness with cogent evidence that was definite, posi-
tive, and ce1iain in quality and quantity. Yilmaz, Inc. v. Director, 390 
N.J. Super. 435, 915 A.2d 1069, 2007 N.J. Super. LEXIS 32 (App.Div. 
2007). 

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

18:24-2.4 Summary sales records 

(a) Where summary records are maintained which show, 
by sales location, total receipts and taxable receipts, the ven-
dor may dispose of individual sales slips, invoices, receipts, 
statements, memoranda of price, or cash register tapes, except 
as provided in Section 2.5 (Resale and exemption certifi-
cates), 2.6 (Out-of-State sales) and 2.8 (Purchase records), of 
this Chapter, after the lapse of a period not less than 90 days 
from the last date of the most recent quarterly ( or monthly) 
period for the filing of sales tax returns to which such 
individual sales documents pertain. 

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

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

In (b ), increased the required retention period from three to four years. 

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

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

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

18:24-2.5 Resale and exemption certificates 

(a) In the case of sales upon which no tax has been col-
lected by virtue of the acceptance of a duly completed resale 
or exemption certificate by the vendor in lieu of collecting the 
sales tax, pursuant to such regulations as may have been 

24-9 Supp. 8-18-08 
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promulgated, individual sales slips, invoices, receipts, state-
ments, memoranda of price, or cash register tapes recording 
such sales shall be retained for a period of not less than four 
years from the last date of the quarterly (or monthly) period 
for the filing of sales tax returns to which individual sales 
records pertain. 

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

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), increased the required retention period from three to four years. 

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

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

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

2. The date(s) of the transaction; 

3. The name and address of the purchaser; and 

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

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

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

In (b ), increased the required retention period from three to four years. 

18:24-2.7 Records presumed representative of 
accounting practices 

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

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

Increased the required retention period from three to four years. 

18:24-2.8 Purchase records 

(a) In all instances, vendors are required to retain for a 
period of four years, purchase records which disclose the fol-
lowing: 

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

2. Amounts of all purchases; 

3. The dates upon which all purchases were made; and 

iDEPT. OFTREASURY-T XATION 

4. The nature of the items or services purcha ed. 
Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b), $0 N.J.R. 2070(b). 

In (a), increased the required retention period from three o four years 
in the introductory paragb1ph. 

18:24-2.9 Direct Aayment permit holder's rec rds 

(a) A vendor whq 'is the holder of a valid Dire t Payment 
Permit, issued underithe provisions ofN.J.S.A. 54: 2B-12(b), 
is required to maintain and retain all records requ·red by this 
subchapter for a period of four years after the fili g date for 
the quarterly filing p¢riod to which such records p ain. 

(b) A holder of a,Direct Payment Permit may , ot dispose 
of sales slips, invoipes, receipts, statements, me oranda of 
price, or cash registfr tapes, individual or summ ry sales or 
purchase records, orlany other record of sale, pure ase or use 
prior to the expiratio½ of a period of four years aft r the filing 
date for the quarte~ly filing period to which s ch records 
pertain. 1 

I 

( c) In all instances, a holder of a valid Dire t Payment 
Permit shall maintaiµ, in addition to all other reco ds required 
by this Subchapter, tiecords which disclose the foll wing: 

I' 
1. The amoun~ of every purchase, the name nd address 

of the vendor qom whom the purchase w s made, a 
description oftheiproperty purchased, and thee act date of 
the purchase; / ' 

2. The date upon which purchased proper was put to 
use, whether or nbt such use was taxable, the a ount of the 
property put to u~e, and a description of the pr perty put to 
use; 

3. The sales tax reporting period during hich tax or 
deduction was re~orted on all purchases; 

I 
4. Summary records, maintained by calen ar quarter, 

including: I 

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

i 

JAN. 
APR. 
JUL. 
OCT. 

FEB. 
MAY 
AUG. 
NOV. 

MAR. 
JUN. 
SEP. 
DEC. 

which records shall include quarterly summarie of: 
I 

i. Purchases; 
I 

11. Taxable uses; 
I 

111. Nonta~able uses (including taxabl purchases 
upon which ta:jc has been paid); 

1, 
iv. Tax pa~d; 

I 

v. Effecti~e rate of tax paid on taxable ses. 
i' 

( d) A holder of valid Direct Payment Permit is ineligible 
for any reduced re9ord disposal provision herein, except upon 
written determinat~on of the Director, Division f Taxation. 

i 
I 
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SALES AND USE TAX ACT 

Such determination may be conditioned upon the vendor's 
willingness to extend the period for assessing prior tax lia-
bilities. 

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

1. The payment record of the permit holder; 

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

18:24-2.10 

3. The vendor's willingness to extend the period for 
assessing prior tax liabilities. 

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), increased the required maintenance and retention period from 
three to four years; and in (b ), increased the disposal prohibition period 
from three to four years. 

18:24-2.10 Extended record keeping periods 

The Director, in his discretion, may require a vendor, by 
written notice, to retain records for such period as he may 
designate other than provided in this Subchapter. 

Next Page is 24-10.1 24-10.0.1 Supp. 8-18-08 
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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 followi_ng: · --

1. A st~tement of the r~asons why it is impracti~al for 
the vendor to retain documents for the periods required 
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 

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

._- 18:24,;..2.16 -

Case Notes 
Dental service corporation, tho~gh entitled to exemption from iillles 

tax, was not tax exempt until .it actually 11pplied for and was approved 
for that stat1c1s; corpor~ti<>n not entitled to .refund of sal_es tax paid prior 
to it.~ applica.tion. New Jersey Dental Service Plan, Inc. v. Baldwin; 7 
NJ.Tax 421.(Tax Ct.1985), affinned per curjam. 8 NJ.Tax 335 (App. 
Div;l986). - · 

__ · 18:24-i-2.1S Insufficiency of records 
. . 

(a) The records ofa vendor may be deemed incorrect or 
insufficient if: · 

1. _ An evaluation of the accounting system discloses 
_ that the. system does not ptovide adequate internal con-

-_ trol . procedures which assure the accuracy and complete-
ness of the transactions recorded in the books arid rec~ 
ords. · 

. . ' . . ' 

2. The records are not maintained in accordance with 
the. general outline of this. chapter. 

(b) If the records of a vendor are d~termined to be 
.incorrect or insufficient, the return(s) filed on the basis of 

· _ the information obtained from suclt records may be· deemed 
- 18:24-2.12 Waiver of limitation of time by vendor · to be incorrect or insufficient and the director may deter- · 

Where a vendor has consented in wdting to extension mine the amount of tax d_ue the State by using any informa-
of the time for -assessment of __ an _ additional tax, _ he is. tion available, whether -from -the vendor's place -of business 
required, without notice; to retain such records as may -be. -_ · or from any 0ther source. 
required in this Subchapter .for the periods required herein, R.1982.d.36, effective February 16, 1982. 
as well as any period covered by his_ waiver, or approval See: 1"3N.J.R. 751(a), 14 N.J.~, 212(b). 
thereof. · -- · · 

18:24-2.13 (Reserved) · 
Repealed by R.1993 d.313, effective July 6, 1.993. 
See: 25 NJ.R. 1486(a), 25 NJ.R. 2899(c). _ 

Section was "Penalty for failure to keep record~"-

18:24-2.14 Exe'8pt organization certificates; eft'ectivedate 

(a) Organizati~ns which qualify for sales tax e~emption 
under N.J.S.A. 54:32B-9(b) must file form REQ-"-lE (Appli~_--. 
cation for Exempt Organization Certificate) within six -
months of formation in order for the effective date of -the 
exempt organization certificate to be retroactive to the d_ate 
of formation. --

(b) If the organization for any reason is required to alter 
its activities or substantially amend its _charter to qualify 
under N.J.S.A. 54:32B-9(b), its ~empt status shall be effec-
tive only in accordance with (a) ab_ove. · · 

( c) In all other instances the exemption, if the organiza-
tion qualifies, shall be effective as of the date of application. 

R:)975 d.187, effective June 26, 1975. 
See: 7 N.J.R. 282(a), 7 N.J.R. 350(b). 
Amended by R.2003 d.348, effective August 18,.2003. 
See: 35 N.J.R. 2165(a), 35 N.J.R. 3848(a). 

_ Rewrote (a); .in (b), s.ubstituted "is" for "was''. preceding "required", 
amended the N.J.S.A. reference, arid sµbstituted "exempt stat~" for · 
"exemption" _- · 

18:~2.16 Admission:records and-information; promoter_ 
· -registration · 

(a) Every person who contracts, agrees to or otherwise 
arranges .to hold, .produce or -sponsor an event, entertain• 
ment, Oi' amusement the admission to which is subject to tax 
under N .J .S.A. 54:32B-3( e) of the Sales and Use Tax Act is 
deemed to be a promoter and a person required to collect 
sales . tax -and shall, within thre~ days after commencing 
business, file with the Division of Revenue an application 

._ for registration (NJ-REG)· for New Jersey sales tax _ pur- --
poses. When registration is granted, it will be for an indefi:. 
nite period. However, the applicant must"notify the Division 
of Taxation of any change of address, ownership, and busi-
ness activity. · · · ·-

. . .. . . 
. . . 

(b) -Every person required to collect· sales tax -shall collect --
the tax on receipts from sales of taxab_le admissions for 

. events, entertainments, or amusements to be held .in -New •· 
. Jersey, including .exempt. organizations described in N.J .S.A .. 

54:328---9 of the Sales and Use Tax Act. If the customer is 
given -a ticket or • other .. evidence : of a · right to -admission 
which states the price of the admission, there must be a 

· separate statement thereon of the sales tax imposed and 
collected with respect to _ the sale of the admission for 

· remittance to the Division of Taxation; . . . . . 

. (c) Any person who sells adlllission tickets or conects 
admission charges for a promoter is considered.the recipient 
of amusement charges and is also · a person required to 
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register and collect and remit sales tax;· provided, however, 
· that the .sales tax collected may be turned over to and 

remitted to the Division of Taxation by the, promoter for 
whom the admissions were sold if all the following require-
ments are met: 

1. The ticket sales agent is acting under .a written 
agreement with the promoter which accounts for the sales · 
tax and · provides for the tax collected to be ,:emitted . by 
the promoter; 

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

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

4. The ticket sales agent maintains records showing 
the promoter's name, address, telephone number, a copy 
of the promoter's New Jersey Certificate of Authority, the 
. number of tickets sold or admissio~s granted, . gross re-
ceipts from admissiol') ticket sales, sales . tax collected · for 
New Jersey, and such other infoi;mation as the Dfrector 
may specify from time to time; and, 

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

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

· · • Jersey events,. entertainment or am.usements and their pro-
moters. 

New Rule. R. 1992 d.140, effective March 16, 1 !192 . 
. See:· 23 N.J.R. 3275(b), 24 N.J.R. 969(b). 
Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 N.J . .R. 2165(a), 35 N.J.R. 3848(a). . 

In (a), substituted "Revenue" for ."Taxation". and substituted "NJ"'7 
REG" for ''REG-l"in tlle first sentence. · 

' ' 
. . ' . . - . 

SUBCHAPTER 3. ROOM OCCUPANCY SUBJECT 
TO SALES TAX 

.18:24-3.1 Taxes on hotel ·room occupancy 
(a) The rent for every occupancy of a room or rooms in a 

hotel, as defined in N.J.AC. 18:24-3;2, is subject to sales 
tax. except that the tax is not imposed upon: · 

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

. ' 

. 2. A daily rental of not more ~ban $2;00. 

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

In (a) l, substituted "is" for "shall be". 

DEPT. OF TREASURY-- AXATION . · 

18:24-3.2 . Definatl ns · .. • . . ·. .· · 
· The following 4bf rds and terms, when used in this Sub- . ·. 1 ~ . 
chapter, shall hav~ the following meanings, un ss the con~ \ __ _) 
text clearly indicati8 otherwise: ·• · 

uHotel" means 1l building oi' portion ther of .which is 
regularly used and! kept open as such for the purpose of 
furn. i~hing sleepih~1 : a. cco~modations f?r pay.· t~ tourists, · 
transients or travel rs. It mcludes, but ts not 1 ned to. the 
following: . •.· ·l · ·. , . 
. . 1. An apartnr,

1 
nt ~~tel, m~tel, iim; .tourist home, tour• 

·.· 1st house or cou,, tounst cabin and club; . . 

2. A boardi') house or rooming hou . containing 
eight or more. units; and · . 

3. Any othe~ !building or group of buildi gs in which 
sleeping accommodations are normally avai able. to the 
public ona trantnt basis. . .• . . . . . 

"Unit" means a+¥ portion of a: building whic is, ot may 
. be, rented or lease(! separately to any individu l or· family . 
. ·. . · II · . . . 

18:24-,.J.J . Guest liruse · ·- . ·. . · 
A boarding or Joming house containing few r than eight 

units must be regi~tered and collect and remit ales tax on · 
taxable occupancieY as a hotel unless it is hel o.ut by the 
operator and kept f open for the residence o permanent 
boarders or lodger$[ A permanent boarder or I ger is any 
person who occupies or has the right to occup a room or 
rooms in the housjlor at least 90 consecutive d ys, . .. · 

Re~al and New Rule; k.t993 d.313, effective July 6, 1 . ·· 
See. 25 N.J.R. 1486(a ,I 25 N.J.R. 2899(c). _ . 

Section was "Effecti b date tax payable". .. . 

SUBCHAPTER4r MANUFACTURING,· .. 
PROCESSING, ASSEMBLING AND . 

, REFININ1 INDUSTRIES . 

lli:24'-4.1 Scope~ sabcbaPter . . . . 
. (a) Th.is subcha [er is. inten. de. d to clarify th application 

of the Sales and U r. Tax Act (N.J.S.A 54:32B-. et seq.) to: 

. 1. · Manufact ring, processing, assembling d refming 
· industries; and J · . . · · . 

2. Services erformed on real or tangi le personal 

. property. j . •·· . . . . .· . .·. . 
As amended, R.1977 d 365., effective September 30, 1977. 
See: 9 N.J.R. 445(n), rJ.R 544(a). •. . . 

18:24-4.2 Detiniti ns -. . · . · ' 
. The following JJrds · arid terms, whe~ used in this · sub- . \_ , , 

chapter, shall havd I the .following. meanings uni ss the con-
text clearly indicatd I otherwise: . .·. · 
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"Assembling" means the collecting or gathering together 
of the parts of a product, and placing them in their proper 
relation to each other. 

"Machinery, apparatus, or equipment" means any com-
plex, mechanical, electrical or electronic device, mechanism 
or instrument which is adapted to the accomplishment of a 
production process, and which is designed to be used, and is 
used, in manufacturing, converting, processing, fabricating, 
assembling, or refining tangible personal property for sale. 

"Manufacturing or processing" means the performance of 
an operation or series of operations, the object of which is 
to place items of tangible personal property in a· form, 
composition, or character different from that in which they 
were acquired. The change in form, composition, or char-
acter must be a substantial change, and it must result in a 
transformation of property into a different or substantially 
more usable product. 

"Motor vehicle" means all vehicles propelled otherwise 
than by muscular power ( excepting such vehicles as run only 
upon rails or tracks), trailers, semitrailer, house trailers, or 
any other type of vehicle drawn by a motor-driven vehicle, 
and motorcycles, designed for operation on the public high-
ways. 

"Part" means an item used as a replacement for· any 
portion of a machine and which is attached or affixed to the 
machine of which it is a part permanently or during periods 
of use. A part cannot accomplish the work for which it was 
designed independent of the machine of which it is intended 
to be a component. 

"Refining" means the making fine or pure, or partially 
free from extraneous or undesirable rriatter. 

"Supplies" means items of tangible personal property 
used in the maintenance of . a building, work area, or ma-
chinery, apparatus, and equipment, and may include items 
of tangible personal property consumed or used in produc-
tion whose uses are incidental to such production. Supplies 
include, but are not limited to, such items as lubricants, 
cleaning materials, boiler compounds and light'bulbs. 

"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 NJ.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 NJ. 298, 625 
A.2d 468 (1993). 

18:24-4.2 

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

Receipts from purchase of photomask machinery by manufacturer of 
integrated circuits did not qualify for exemption from sales or use tax. 
GE Solid State, lnc. v. Director, Div. of Taxation, 11 NJ.Tax 320 
(1990), affirmed 254 N.J.Super. 653,604 A.2d 189, certification granted 
130 NJ. 394, 6.14 A.2d 617, reversed 132 NJ. 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 (A.D. 
1992), certification granted 130 NJ. 394, 614 A.2d 617, reversed 132 
NJ. 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 NJ.Super. 584, 543 A.2d 99 (A.D.1988), certification 
denied 113 NJ. 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, I NJ.Tax 514, 176 NJ.Super. 620, 424 
A.2d 470. 

Sales of dynamite to stone quarries for use in producing stone as an 
end product in blasting of quarry held exempt from sales tax; definition 
of refining. Romac Explosives, Inc. v. Director, Div. of Taxation, 125 
NJ.Super. 154, 309 A.2d 465 (App.Div.1973), affirmed per curiam 64 
NJ. 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 
NJ.AC. 18:24-25). Fisher-Stevens, Inc .. v. Director, Div. of Taxation, 
121 NJ.Super. 513, 298 A.2d 77 (App.Div.1972), certification denied. 

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

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

Gauges and electrical control systems taxable• as real property if 
functionally essential to special purpose property. Texas Eastern 
Transmission Corp. v. Department of Treasury Div. of Taxation, 1 I 
NJ.Tax 198 (1990). 

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

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

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

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

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

For purposes of sales tax exemption, "machinery, apparatus or 
equipment" include parts of unit which perform required function. 
Panta Astor, Inc. v. Taxation Div. Director, 8 NJ.Tax 464 (1986). 
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Taxpayer's procedure by which new designs were placed on printing 
rollers constituted a seivice 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 purs 
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 Taxation, 8 NJ.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 lndustries, Inc. v. 
Director, Div. of Taxation, 8 N.J.Tax 354 (Tax Ct.1986). 

Purchase of color film by taxpayer engaged in business of taking, 
processing and selling photographs of new bom infanl~ 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 Seivice Co. v. Taxation Div. 
Director, 6 NJ.Tax 305 (Tax Ct.1983), affirmed per curiam 7 NJ.Tax 
431 (App.Div.1984), certification denied 101 N.J. 235, 501 A.2d 912 
(1985). 

Materials used by foundry operator to produce a mold or core held 
not exempt from sales tax as not used to induce or•cause a refining or 
chemical process. Kalpin v. Taxation Div. Director, 5 NJ.Tax 172 (Tax 
Ct.1983), .affirmed per curiam 6 NJ.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 NJ.Tax 144 (Tax Ct.1983). 

Chemicals used by milk processor to clean milk lines, fillers and tank., 
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 induce or cause a refining or chemical process", 
where pads are used to remove impurities from chemical solution. 
Xcel Corp. v. Director, Div. of Taxation, 4 NJ.Tax 85 (Tax Ct.1982), 
affirmed per curiam 5 NJ.Tax 480 (App.Div.1982). 

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

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

1. Supplies; 

2. Tools; 

3. Motor vehicles; 

4. Parts with a useful life of one year or less. In 
determining whether a part has a useful life of one year 
or less, the purchaser's own treatment of the item for 
accounting purposes should be. taken into consideration. 
In addition, the term "year" as used in this rule shall 
mean a standard calendar year of 12 months; and 
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5. Natural ~as distributed through a pip line, electrici• 
ty, and utility s~1rvice. 

Amended by R.19981,~.288, effective June 1, 1998. 
See: 30 N.J. R. 1206(6 ), 30 N .J .R. 2070(b ). 

In (a), added 5. 11 

I, 

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

processing and selling photographs of new born infa ts did not fall 
within either the cliemicals and catalysts exemption, the machinery 
apparatus or equipm~~nt exemption or the conversion e emption to the 
sales and use tax. I, Hospital Portrait Seivice Co. v. Taxation Div. 
Director, 6 NJ.Tax 305 (Tax Ct.1983), affirmed per c riam 7 N.J.Tax 
431 (App.Div.1984), lbenification denied IOI N.J. 235 501 A.2d 912 
(1985). I I 

I. 
]I . 

18:24-4.4 Purchase, rental, lease or use of ma hinery, 
appar~tus or equipment directly in roduction 
exempt I from tax 

I (a) The purchase, rental, lease or use o 
• 11 & • apparatus or equ11?ment ,or use or consumptlo 

primarily in the p~bduction of tangible persona 
manufacturing, prJcessing, assembling or. refini 

1: . . . 

machinery, 
directly and 
property by 
g is exempt 

from tax on Or after January 1, 1978. 

(b) Production Jl limited to those operations ommencing 
with the introduction of raw materials into systematic 
series of manufact~ring, processing, assembling or refining 
operations, and cd

1

,ses when the product is in the. form in 
which it will be sol~ to the ultimate consumer, nd does not 
include any activitibs which are distributive in ature. For 
example, a · machi~~ which packs a product i to shipping 
cases after the prOfUCt is inthe form in whi h it will be 
purchased by the J1timate consumer is not cons dered to be 
used in productiopJ, I · 

11 

(c) Machinery, Jpparatus, or equipment is nsidered to 
be directly used ih production only when it is used to 
initiate, sustain oJl1 terminate the transformafon of raw 
materials into fini~}'.ted products. In determin · ng whether 
property consisting \bf machinery, apparatus or e uipment is 
"directly" used, coriJideration must be given to.t e following 

II 
factors: . l i . 

1. The physic~! proximity of the property in question 
to the production! process in which it is used: 

2. The proximity of the time of use of the property· in 
question to the. tillie of use of other property sed before 
and after it in the1

[ broduction process; and, . 
3. The active\ ~ausal relationship between the use of 

the property in q111Fstion and. the production o a product. 
The fact that patticular property may be con idered es-
sential to the co~1duct of manufacturing, pro essing, as-
sembling or refining because its use is require either by 
law or practical n~bessity does not, of itself, me n thatthe 
property is used \ 1ldirectly in manufacturing, rocessing, 
assembling or re~ining. For example, prope ty used to 
prevent accidentsJ 11which may be required by aw, is not 
considered directlY1 used. 

I . . 

Supp. 8-18-03 24-12 I 
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( d) Concerning primary use, where a single unit of ma-
chinery, apparatus or equipment is put to use in· two differ~ 
ent activities, one ofwhich is a "direct use" and the other of 
which is.not, the property is not exempt from tax·unless the 
manufacturer, processor, assembler or refiner makes use of 
the property more than 50 percent of the time directly in 
manufacturing, processing, assembling or refining opera-
tions, except in those cases where such machinery, apparatus 
or equipment is rented, leased, or used by. persons other · 
than the purchaser. · · · · 

1. For example: 

i. A manufacturer purchases a machine for self-use 
in two activities, one of which is a direct t1se. in a 
manufacturing operation and the other use is distribu-
tive in nature.· · Sixty percent of the time. the machine is 
used in production and 40 percent of the time it is used 
in a loading activity. Since the machine will be used .· 
directly in production over 50 percent of the time, it 
qualifies for exemption. 

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

iii. A manufacturer purchases a machine for self-
use 10 hours a week. The machine is rented or leased 
for 30 hours. a week. The rental or lease of a machine 
is not deemed a self-use activity. Therefore, where the 
manufacturer \lses the · machine for more than five 

· hours a week directly in production, it is used over 50 
percent of the time for purposes of qualifying for 
exemption. Where the machine is used five . hours or 
less directly in production, the purchase of it. does not · 
qualify for exemption and the purchase of the machine 
is taxable. ··· · · 

· iv. The lessee of the machine under example iii 
above uses the machine directly in production for more 
than 15 hours a week. Since the machine is· used more 

_ than 50 percent of the· time directly in production, the 
rental or lease charges are not subject to · tax. If the 
machine is used. for '15 hours a week or less directly .in.· 
production, it does not · qualify for . exemption and . the 
rental or lease charges are subject to tax. 

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

1. Under the· above facts where the installation of 
machinery, apparatus or equipment results in a c~pital 

18:24-4.4 

improvement to real property, the labor charges for instal-
lation are exempt from -tax. In determining whether the 
installation of machinery, apparatus or _equipment .results 
in a capital 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 remov~ thereof. will result in material injury. 
The installation would result in_ a capital improvement 
when such improvement results in an increase in . the 
capital value or in a significant increase in the useful life 
of the real property. Where the installed machinery, 
apparatus or equipment retains its_ character as personal 

, property and has not qualified as a capital i,mprovement 
to real property, the labor charges for installation are 
subject to tax. · 

. . 

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

··. i. ST-8, Capifal Improvement Certificate, to evi-
dence that the job qualifies. as a capital improvement, 
exempting his construction labor from tax; 

ii. ST-4; Exempt Use Certificate, to evidence that 
the machinery, apparatus or equipment installed quali- ... 
fies for e,i:emption in manufacturing, processing, assem-
bling,or refining activity. 

3. In the above examples to. obtain the exemption of 
machinery, apparatus or equipment from _tax the contrac-
tor must furnish his gupplier with an ST-4, Exempt Use · 
Certificate, properly identifying the job with a copy of the_ 
owner's ST-4 attached. · 

4. Under. the above facts the rental of equipment or 
vehicles for use on· the job of the mechanical contractor i~ •. 

.. not exempt from tax. A rental for 28 days or less is 
taxable to the contractor and . tax is due on the rental 
charge. On leas~s for inore . than 28 days the tax is · 
imposed on the purchase of property for lease and is paid 
by the lessor. (See N.J.A.C. 18:24-1.4(0)). · · 

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

. 6. Where subcontractors are involved, the mechanical 
contractor should treat such subcontractors in the same 
manner as in .dealing with his suppliers so far as the 
classification of. the job as a capital -improvement. and an 
·exempt. use is concerned. . The use of the ST-8 and ST-4 
· Exemption Certificates to evidence these classificatioa,s is 
also the same. . 

24-l3 . Slipp. 8-18-0,3 
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7. In addition to the above facts the mechank:al con-
tractor also contracts to install heating, ventilating and air 

· conditioning which· when installed will constitute an addi-
tion or capital improvement to real property. The sale to 

· . the installing contractor· of tangible personal property 
from his supplier is a retail sale subject to tax to be paid 
by the · contractor either to his supplier or directly to the 
Division of Taxation. The contractor should be furnished 
an ST-8, . Capital Improvement Certificate, by the owner 
of the real property for the purpose of exempting installa-

. tion charges from tax. 

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

Anumded by R.1973 d.139, effective May 30, 1973. 
· See: 5 NJ.R. 246(b). . 
Amended by iU977 d.365, effective September 3Q, 1977. 
See: 9 N.J.R. 445(a), 9 NJ.R. 544(a). 
Amended by R.1979 d.89, effective March 8, 1979. 
See: 11. N.J.R. i03(a), 11 NJ.R. 210(d). 
Amended by R.1993 d.313, effective July 6, 1993. 
See:' 25 N.J.R. 1486(a), 25 NJ.R. 2899(c). 
Amended by R.2003 d.348; effective August Jg, 2003. 
See: 35 N.J.R. 2165(a), 35 NJ.R. 3848(a) . 
. Deleted former (e) and (f); recodified fotiner (g) as .(e) and rewrote 
the introductory paragraph, deleted former I, and recodified former 2 
through 9 as 1 thrm,gh 8. 

Law Review and Journal Commentaries 

Taxes. Steven P. Bann, 134 N.J.LJ. No. 7, 49 (1993), 

Case Notes · 

Manufacturing tax exemption applied to equipment used to• produce· 
property which is used to produce other property sold to consumers. · 
GE Solid State. Inc. v. Director. Div. of Taxation, 132 NJ. 298, 625 
A.2d 468 (1993). 

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

Receipts from purchase of photomask machinery by manufactur1ir of 
. integrated circuiL~ did not qualify for exemption from sales or use tax. 
GE Solid State, Inc. v. Director, Div. of Taxation, 11 NJ.Tax 320 
(1990), affirmed 254 N.J.Super. 653, 6o4 A.2d 189, certification granted· 
130 N.J. 394, 614 A.2d 617, reversed 132 N.J. 298, 625 A.2d. 468. 

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

I 
. Photoplates used in ~otomask operation were: not exe pt from sales 
and use tax. GE Solid State, Inc. v. Director, Div. o Taxation, 11 
NJ.Tax 320 (1990), af~'i.-med 254 N.J.Super. 653, 604 A. 189; certifi- _ (_---.\.·. · 
~~~"&~nted 130 N.J.1394, 614 A.2d 617. reversed.· 132 N.J. 298, 625 . __ ) 

Test as to whether hotoplates used in photomask o eration were 
exempt, as raw materi~ls, from sales and use tax focu on whether 
machinery was used du~ng manufacturing period. GE S lid State, Inc. 
v. Director, Div; of l'axation, 11 NJ.Tax 320 (1990), affirmed 254 
N.J.Super, 653, 604 All*d 189, cer.tification granted 130 N.J. 394, 614 
A.2d 617, reversed 132 N.J. 298,625 A.2d 468. . 

Photoinask machiiteJ was not subject to manufacturin exemption to 
sales and us.e tax. GEl$olid State, Jnc. v. Director, Div. f Taxation, 11 
N.J.Tax 320 (1990), affirmed 254 NJ.Super. 653, 604 A. d 189, c;ertifi-
cation granted 130 N·.1·1394, 614 A.2d 617, reversed 132 N.J. 298, 625 
A.2d 468. 

Photomasks used solely to produce other photo~asks id not qualify 
for manufacturing exe111ption from sale.~ and use tax. . E Solid State, . 
Inc. v. Director, Div. of Taxation, 11 NJ.Tax 320 (1990) affirmed 254 
NJ.Super. 653, 604 ~7d.189, certification granted 130. NJ. 394, 614 
A.2d 617, reversed 132 NJ. 298, 625 A.2d 468. · 

Weight giyen to fac +,rs in determining whether purch s of p~oto-
mask machinery was I 

1
exempt from sales and use . was neither 

arbitrary nor unreasOIJ\lble. GE Solid State, Inc. v .. Di or, Div. of 
Taxation, 11 N.J.Tax 3B0 (1990), affirmed 254 NJ.Super. 653,604 A.2d 
189, certification gra. ntej d 130 N.J. 394, 614 A.2d 617, 11 rsed 132 N;J. 
298, 625 A.2d 46& I . . - -

. Catalyst exemption to sales and use tax requires use f chemicals to 
induce process in ma~~facture of tangible personal pro rty. Blair v. 
Taxation Div. Directoff 9 NJ.Tax 345 (1987); affirmed 25 NJ.Super: 
584, 543 A.2d 99, ce~ification denied 113 N.J. 349, 50 A.2d 460. 

Film used in photography of newborn infants at hospi al not subject 
to_ ma~ufacturing exe#ption to sales and use tax. Bl "r v. Taxation 
DIV. Director, 9 N.J.T~ 345 (1987), affirmed 225 NJ.S per. 584, 543 
A.2d 99, certification <!+nieci 113 NJ. 349, 550 A.2d 460. · 

Sale of business eq~ibment neces.~ary for bakery busi ss held a bulk 
sale within the meaning of the Sates and Use Tax and Business 
Personal Property Tax !A.cts; equipment purchaser perso ally liable for 
seller's delinquent due to purchaser's failure to no ify Director at 
lea.~t 10 days prior tR taking pos.'lession of equipmen . Bunting v. 
Director, Div. ofTaxatjon, I NJ.Tax 189,176 NJ.Super. 262, 422A.2d 
815 (Tax Ct.1980), certjfication denied. .· · . · 

. Taxpayer's lease of ~ailroad tank cars to transport oil o its electrical 
generating plant held ~ot exempt from sales and use tax. . Atlantic City 
.Electric Co. v. Taxatil~n Div. Director, 7 NJ.Tax 554 ax Ct.1985). 

Loaders used to plabe rock in trucks and trucks .to nsport stone 
from quany. face tQ dtusher held exempt from taxatio under statute 
exempting from sales jtax equipment used in refining t;1 gible personal 
property for sale. Mi,t\ington Quany, Inc. v. Taxation. iv. Director, 5 
N.J,Tax 144 (Tax Ct.1,3). · . . . 

Only printing functil~n of computer system co!"es with n the in~nt of 
·the sales tax exempf pn for the sale of equipment r use m the 
p~uction of tangiblej personal prope_rty: since the majo ity of comput-
er time was devoted Jo data processing, sale held not o come under 
exemption. · Fisher~ievens, Inc. v. Director, Div. f Taxation, 3 
NJ.Tax 559 (.Tax.Ct.19

1

81). . 
. . . I . . . . 

18:24-4.S Purchase or use of components and talysts . II . exempt from tax . _ . 
(a) The purch~ or use of tangible person · property is 

exempt from tax ·when it is intended that the property be 
resold either: 

· t. In the sa e. form as when purchased o used; or 

Supp. 8-18-03 24-14. 
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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 NJ.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 (with the exception of 
imprinting services performed upon machinery, apparatus, 
or equipment used directly and primarily in manufactur-
ing, processing, assembling, or refining), performed for a 
person who directly or indirectly furnishes the tangible 
personal 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 increase 
in the capital value of the real property; 

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

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 perform-
ance of such services. 

Amended by R.1993 d.313, effective July 6, 1993. 

See: 25 N.J.R. l486(a), 25 N.J.R. 2899(c). 
Amended by R.1998 d.288, effective June I, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 
Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 2l65(a), 35 N.J.R. 3848(a). 

18:24--4.7 

In (a)l, inserted "(with the exception of imprinting services per-
formed upon machinery, apparatus, or equipment used directly and 
primarily in manufacturing, processing, assembling, or refining)" pre-
ceding", performed for a person". 

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. 
18:24:24-4.6 are not subject to the taxes imposed under 
the prov1s1ons of N.J.S.A. 54:32B-3(b)(l) and 
54:32B-3(b)(2) where the tangible personal property upon 
which such services were performed is delivered to the 
purchaser outside this State for use outside this State. 

i. "Delivery outside this State" means the tangible 
personal property upon which the services have been 
performed has been delivered to a location outside of 
New Jersey by the person performing the services in the 
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 Jersey 
printer various forms upon which the customer's name and 
address are to be printed. The forms when completed are 
delivered by the printer in his truck to the customer outside 
of New Jersey. The printing services are not subject to tax; 

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

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

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

24-15 Supp. 3-1-04 
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Example 5. Same facts as in Example 4 above except 
that the nonresident after the repairs are made picks up the 
vehicle in New Jersey and returns to his state of residence. 
Since delivery is made in New Jersey, the service is subject 
to tax; 

Example 6. A New Jersey advertising agency performs 
imprinting services for a nonresident purchaser not for use 
directly and primarily for publication in newspapers and 
magazines. 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 NJ.R. 544(a). 
Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.1998 d.288, effective June I, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 

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

R_ewrote the section. 

Case Notes 

Delivety of free perfume -samples to common carrier for shipment 
outside state wa,;; 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 engaged in the business involving manufactur-
ing, processing, -assembling, or refining is required to main-
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--S.1 Scope of subchapter 

This subchapter is intended to clarify the application of 
the Sales and Use Tax Act (N.J.S.A. 54:328-1 et seq.) to 
the building and _ construction trades and related activities. -

Case Notes 

Assessment of -sales and use tax on sales involving the repair. 
maintenance and servicing of automobiles and construction equipment, 
owned and used by contractor having same stockholders and officers as 
the taxpayer, held proper, since work was not exclusively performed in 
fulfillment of a contract of an exempt organization, and because the 
taxpayer wa,;; 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 NJ.Tax 541 (Tax Ct.1982), affirmed per 
curiam 6 NJ.Tax 254 (App.Div.1984). 

bEPf. OF TREASURY-tAXATION 

18:24-S.2 Definit~los 

The following i6rds and terms, when used in this sub-
chapter, shall havd I the following meanings unl ss the con-
text clearly indicates otherwise. 

11 

"Component mJierials" means materials th t become a 
physical componed~ of items of tangible perso al property 
produced by a fat:lticator/contractor for incorp ration into 
real property. 11 

I 

"Construction e~uipment" means any vehic e, machine, 
tool, implement o~ other device used by a c ntractor in 
erecting structures! :for others, or building on, r otherwise 
improving, altering; or repairing property of o hers, which -
does not become~ 1physical component part,of he property 
upon which work i~ performed, and which is n t necessarily 
consumed in the n~rformance of such work. onstruction 
equipment includeM but is not limited to, gradin , lifting and 
excavating vehicle~, compressors, scaffolds, orms, hand 
tools and ladders. 11 

"Construction niaterials" means items of tan ible person-
al property purcha~ed by a contractor for inco oration into 
property as a ph~sical component part of su h property. 

"Construction sJ~plies'' means items of tang ble personal 
property consum~d in the fulfillment of _ a construction 
contract, which iteims do not become a -physica component 
-part of the prope~ upon which work is perfo ed. - Sup-
plies include, but I I are not limited to lubric ts, cleaning 
compounds, polyet~ylene covers,_ rock salt and r pe. 

"Contractor" means any individual, partners 'p, corpora-
tion or other cortimercial entity engaged in ny business 
involving erectin_ g [s_1tructures for o_ thers, or buil ing., or oth-
erwise improving, I altering, or repairing real property of 
others. ] 1 

"Ex .I I · ,, · 1· . empt organuzat1on means any agency, 1 strumenta 1-
ty, authority, or diblic corporation of the go emments of 
the United States ~f America or the State of ew Jersey or 
any political subdi~ision of the State of New Jjrsey; or any 
organiza-t.ion. wh-ich, ! holds a valid exempt organi a-tion cert_ ifi-
cate issued puril;uant to the provisions of N.J .S.A. 
54:32B-9(b ). I 1 

]I, -

"Fabricator" merns any individual, partners ip, corpora-
tion or other commercial entity engaged in ny business 
involving manufa9turing, processing or assemb ing property 
for sale which wh~n installed ordinarily becom s a physical 
component part o{lreal property. 

"Materials" mel
1
ns items of tangible personal property. 

"Real property!: property, or land'' means l nd and any 
structure or appur,,enance affixed permanently hereto. 

I 
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SALES AND USE TAX 

"Tangible personal property" means corporeal personal 
property of any nature. Tangible personal property also in-
cludes natural gas and electricity. 

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

Added "Component materials" and "Materials"; in "Exempt organiza-
tion", substituted "certificate" for "permit" preceding "issued"; in 
"Tangible personal property", inserted the second sentence. 

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

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

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

Rentals paid by contractor for equipment used in performance of its 
contract with port authority held not exempt from taxation under Sales 
and Use Tax Act section exempting sales to contractors for the exclusive 
use in improving and altering real property of the State or any of its 
agencies, instrumentalities, public authorities or public corporations. Mal 
Brothers Contracting Co. v. Director, Div. of Taxation, 124 N.J.Super. 
55,304 A.2d 750 (App.Div.1973), certification denied 63 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 NJ.Tax 335 (App.Div.1986). 

Assessment of sales and use tax on sales involving the repair, main-
tenance and servicing of automobiles and construction equipment, 
owned and used by contractor having same stockholders and officers as 
the taxpayer, held proper, since work was not exclusively performed in 
fulfillment of a contract of an exempt organization, and because the 
taxpayer was a viable corporation for the years in question, rather than 
an agent for the contractor. Seaview Demolition & Rental Co., Inc. v. 
Director, Div. of Taxation, 4 NJ.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 mate-
rials 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. 

18:24-5.4 

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

1. The purchase of materials and supplies is made for 
exclusive use in the 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 spon-
sor described in N.J.S.A. 54:32B-8.22(c). 

i. For the purpose of subsection (b) 1 above, "exclu-
sive use" means that the supplies purchased will be 
entirely consumed in use or lack any residual utility after 
use and the supplies will not be used on jobs performed 
for nonexempt organizations either prior to, simultane-
ously with or after completion of the exempt organiza-
tion job; or 

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

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

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 Enterprise 

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

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

Taxpayer, by acquiring and installing property used in transaction 
exercised such power and control over property so as to constitute use of 
the property within the meaning of the Sales and Use Tax Act; taxpayer 
not entitled to rely on customers' certificates of exemption; taxpayer's 
sale and installation of hydraulic deck level held not exempt from sales 
tax as an improvement to real property. Elbert Lively & Co., Inc. v. 
Director, Div. of Taxation, 5 NJ.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 equip-
ment 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 NJ.R. 2899(c). 
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Case Notes 
Rentals paid by contractor for equipment used in performance of its 

contract with port authority held not exempt from taxation under Sales 
and Use Tax Act section exempting sales to contractors for the exclusive 
use in improving and altering real property of the State or any of its 
agencies, instrumentalities, public authorities or public corporations. Mal 
Brothers Contracting Co. v. Director, Div. of Taxation, 124 N.J.Super. 
55, 304 A.2d 750 (App.Div.1973), certification denied 63 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, for the benefit 
of the contractor, rather than the property owner. Exam-
ples: Installation of scaffolding, temporary fencing, tempo-
rary lighting during construction; 

3. Maintaining, servicing, or repairing real or tangible 
personal property. Examples: Snow removal, sweeping and 
removing debris on construction site. 

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

In (b ), rewrote 2 and 3. 

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

maintenance and servicing of automobiles and construction equipment, 
owned and used by contractor having same stockholders and officers as 
the taxpayer, held proper, since work was not exclusively performed in 
fulfillment of a contract of an exempt organization, and because the 
taxpayer was a viable corporation for the years in question, rather than 
an agent for the contractor. Seaview Demolition & Rental Co., Inc. v. 
Director, Div. of Taxation, 4 NJ.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 rendered by a contractor in installing tangible 
personal property, except in those instances where such ser-
vices are rendered in connection with the installation of prop-
erty which, when installed, will constitute an addition or 
capital improvement to real property, are subject to tax. 

Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
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 
addition or capital improvement to real property: Act's use of "sales" in 
exempting certain public utility business transactions does not include 

: pEPT. OF TREASURY-T lxATION 

installation services; de~nition of real property found in I he Business 
Personal Property Tax ~ct held to be used in determining ~he nature of 
installation. Middlesex }\later Co. v. Director, Division o Taxation, 3 
N.J.Tax 233, 181 N.J.Super 38,437 A.2d 368 (Tax Ct.1981 . 

I 

18:24-5.7 Installahon services capital improve ent 

(a) In determining whether an installation of ta 
sonal property result~ in a capital improvement, th 
factors should be considered: 

1. Whether th~ improvement results in an increase in 
the capital value qf the real property; 

2. Whether tti~ improvement results in a significant 
increase in the us~ful life of the real property. 

! 

(b) Where any q<tmtractor has installed prop rty which, 
when installed, resiults in a capital improvem nt to real 
property, he shall obtain from his customer a dul completed 

1, 

certificate of capita\improvement (form ST-8) d retain it 
for his permanent repords. 

I 
( c) Where a contractor performs an installatio which re-

sults in a capital improvement to real property, n tax should 
be collected from the customer. The tax on mate ials used is 
the responsibility of the contractor. The service performed 
by making an instapation are not subject to ta where the 
installation results ii1 a capital improvement to real property. 

I, 
(See N.J.A.C. 18:24~2, Retention of records by endors, and 
N.J.A.C. 18:24-9, ~equirements relating to organ·zations op-
erated for religious1i charitable, scientific, testin for public 
safety, literary or educational purposes or for th 
of cruelty to children or animals.) 

As amended, R.1982 d.1141, effective May 3, 1982. 
See: 14 N.J.R. 140(b), 114 NJ.R. 430(b). 

(b): Text deleted; (c)I and (d) renumbered as (b) and (c). 

I• Case Notes 
Sales and Use Tax !Act taxes the purchase of persona property and 

service for installing ~uch property, unless installation constitutes an 
addition or capital improvement to real property; Act's us of "sales" in 
exempting certain public utility business transactions do s not include 
installation services; definition of real property found i the Business 
Personal Property Tax1Act held to be used in determinin the nature of 
installation. Middleselii Water Co. v. Director, Division f Taxation, 3 
N.J.Tax 233, 181 N.J.Super 38,437 A.2d 368 (Tax Ct.1981). 

I' 
Taxpayer, by acquiring and installing property used 'n transaction, 

exercised such power and control over property so as to c nstitute use of 
the property within thd :meaning of the Sales and Use Ta Act; taxpayer 
not entitled to rely onl 'customers' certificates of exempfon; taxpayer's 
sale and installation of ,

1
hydraulic deck level held not exef pt from sales 

tax as an improvemertt to real property. Elbert Lively Co., Inc. v. 
Director, Div. ofTaxa~~on, 5 NJ.Tax 431 (Tax Ct.1983). 

Where a contractdt installs property that become part of real 
property, the contractd~ is not to collect sales tax from th~ customer, but 
must obtain from th~, customer a completed Certific te of Capital 
Improvement for perm.anent retention; installation ch ges for above 
ground pool not sal~s tax exempt where contractor iled to prove 
installation was a capital improvement absent certificate. H.J. Bradley, 
Inc. v. Taxation Div. Director, 4 NJ.Tax 213 (Tax Ct.198 ). 
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SALES AND USE TAX ACT 

1. Services performed on a residential heating system 
unit serving not more than three families living indepen~ 
dently of each other and doing their cooking on the 
premises. (In cases where the heating system is also used 
for cooling purposes, it shall be presumed, in the absence 

Next Page is 24-19 24-18.l 

18:24-5.8 · 

of evidence to the contrary, that the system is primarily 
used for heating purposes, except where the system is 
known to be in use for only the months during which a 
cooling system might be in use.); or 

Supp. 3-1-04 
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SALES AND USE TAX 

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

(a) Services rendered by a contractor in maintaining, ser-
vicing or repairing real property, except as hereinafter 
provided, are subject to tax. When charging the tax on main-
taining, servicing and repairing real property, a contractor 
must charge the sales tax on only that portion of his bill 
attributable to services. The tax on materials used in perfor-
mance of such services is the responsibility of the contractor. 

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

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

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

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

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

In (b), rewrote 2; rewrote (c). 

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

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

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 well as the business of-installing such property, 
such person may purchase all component materials as defined 
in N.J.A.C. 18:24-5.2, Definitions, of this chapter as pur-
chases for resale. 

18:24-5.11 

(b) The fabricator/contractor will not be required to pay 
tax on materials at the time of purchase. (The fabricator/ 
contractor should issue a duly completed Resale Certificate 
(Form ST-3) in all such instances.) 

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

In (a), substituted "may purchase all component materials as defined 
in N.J.A.C. 18:24-5.2, Definitions," for "is required to purchase all 
materials as defined in Section 5.2 (Definitions) of this Chapter". 

18:24-5.10 Fabricator/contractor 

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

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

Inserted "for example, by the property owner or by another con-
tractor," and substituted "sales" for "selling". 

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

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

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

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

(b) Where a fabricator/contractor sells his or her fabricated 
product, and as a part of that sale agrees to install the product 
at a location in this State, and such installation does not result 
in a capital improvement to real property (see N.J.A.C. 18:24-
5.7), he or she is required to pay use tax on the product 
installed, in the same manner as described in (a) above, and is 
further required to collect the sales tax on that portion of his 
or her bill attributable to installation charges. 

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

Example: A structural steel fabricator purchases steel 
which is delivered to his facility in New Jersey. The steel is 
fabricated as provided in shop drawing specifications for on-

24-19 Supp. 8-18-08 
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site installation. The fabricated structural steel is then shipped 
to a job site located outside this State. Such fabricated steel is 
not subject to tax in this State. 

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

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

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

In (a)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 l, 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 ma-

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

18:24-5.12 Subcontractor purchases and services 

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

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

2. Taxable services (see N.J.A.C. 18:24-5.6) perfonned 
by a subcontractor for a prime contractor are not subject to 
collection of tax by the subcontractor from the prime con-
tractor. In such cases, the responsibility for collection of 
tax is that of the prime contractor. However, the subcon-
tractor should maintain records to substantiate that taxable 
services were performed for a prime contractor. Purchases 
of materials by subcontractors for use in fulfilling service 
contracts with prime contractors are subject to tax, except 
where such purchases are for exclusive use in fulfilling 
service contracts with a prime contractor fulfilling a con-
tract with an exempt organization. 

3. Services performed by subcontractors for prime con-
tractors resulting in capital improvements to real property 
are not subject to tax. Purchases of materials by subcon-
tractors for use in fulfilling contracts with prime con-
tractors are subject to tax, except where such purchases are 
for exclusive use in fulfilling contracts with a prime con-
tractor fulfilling a contract with an exempt organization. 
(See N.J.A.C. Sections 18:24-5.3, 18:24-5.4 and 18:24-5.5 
for procedural requirements on exempt organization con-
tracts.) 

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

Rewrote the section. 

18:24-5.13 Performance of contracts 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 of others at a location outside of New Jersey are 

Ii DEPT. OF TREASURY-T XATION 
I 
I' 

subject to New Jer~h sales and use taxes when such mate-
rials, supplies and eR_uipment are picked up by th contractor 
in New Jersey, except as provided in N.J.A.C. 18: 4-5.1 l(c). 

(b) Such purchas~s of materials and supplies e not sub-
ject to tax when deHvered to an out-of-State job si e by: 

1. The suppli6r; 
I 2. A common carrier; or 
1! 

3. An unregulated carrier hired by the suppl er. 
ji 

Amended by R.2003 d.3,48, effective August 18, 2003. 
See: 35 N.J.R. 2165(at35 N.J.R. 3848(a). 

In (a), inserted", ex:cept as provided in N.J.A.C. 18:2 -5.ll(c)" fol-
lowing "the contractor \n New Jersey". 

I 18:24-5.14 Out-9f-State purchases 
I 

(a) The use in itj,[ew Jersey of any materia s, supplies, 
equipment or servi;qes purchased outside of Ne Jersey is 
taxable, subject to t1ie comity provisions ofN.J. .A. 54:32B-
11(6). ! 

(b) In such casesli the use tax liability shall be ased on the 
purchase price of tµe materials, supplies, equip ent or ser-
vices, except that m the case of equipment use outside of 
New Jersey by the fontractor for more than six 
to its use within New Jersey, the use tax on sue 
shall be based upon the current market value o 
ment. I' 

onths prior 
equipment 
the equip-

18:24-5.15 Codei provisions applicable to cer ificates 

In general, the iss~ance and acceptance of cert ficate forms 
issued pursuant to 1the provisions of the Sales d Use Tax 
Act are governed bfy the provisions set forth in ubchapter 9 
of this Chapter. I' 

18:24-5.16 CertMicate issuance and acceptan e 
I procedures 
1, 

(a) Procedures tq be followed by contractors and fabrica-
tor/contractors with !respect to the issuance and a ceptance of 
certificate forms ar6 1 as follows: 

1. Resale Ce~ificates (Form ST-3) may not be issued 
by a contractor oµ any purchase of constructi n materials, 
supplies, equiprti;ent or services, except th a fabrica-
tor/contractor mh issue a Resale Certificate t his suppli-
ers on all purch~ses of materials that becom component 
Parts of the items he or she fabricates. 

11 

2. Exempt Ul~e Certificates (Form ST-4) ay be issued 
by contractors 1~nd fabricator/contractors o ly in cases 
where the mate~tals purchased are machinery equipment, 
apparatus or other tangible personal property, xempt at the 
time of purchas6[ under the provisions of Se tion 8.13(a), 

1, 

(b) or (d); 8.14; 8.29; or 8.36 of the Sales and se Tax Act, 
which are purch!sed for incorporation into rea property. In 

I 
those instances where a valid Exempt Use Ce ificate may 

! 
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be issued by a contractor or fabricator/contractor, the cer-
tificate form must disclose his business name, sales tax 
registration number, the name and sales tax registration 
number of any other party to the contract, the nature of the 
work to be performed, and the date the work will com-
mence. 

3. Exempt Organization Certificates (Form ST-5) may 
not be issued by a contractor or fabricator/contractor in 
connection with any purchase. The Exempt Organization 
Certificate should be obtained by a contractor or fabrica-
tor/contractor in all instances where he has performed any 
of the taxable services enumerated in Sections 5.6, 5.7 and 
5.8 of this Chapter. 

Next Page is 24-21 24-20.1 
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4. Direct Payment Certificates (Form ST-6A) may be 
issued 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 directions is-
sued for use thereof. 

5. Neither Exempt Use Certificates (Form ST-4) nor 
Farmer's Exemption Certificates (Form ST-7) may be is-
sued by a contractor or fabricator/contractor for his pur-
chases of tangible personal property to be installed in a 
farming enterprise. A contractor may accept a Farmer's 
Exemption Certificate (Fonn ST-7) only when performing 
exempt production and conservation services for a farming 
enterprise. See N.J.A.C. 18:24-19.1. 

Supp. 8-18-08 



SALES AND USE TAX ACT 

6. Certificates of Capital Improvement (Form. ST-8) 
should be obtained by a co11tractor, subcontractor or 
fabricator/contractor from· his customer • in any · instance 
where the performance of his work results in a capital 
improvement to real property. A contractor or a fabrica-. 
tor/ contractor may accept certificates of capital improve-
ment as a . basis for exemption from tax on his. services 
only where his work has, in . fact, resulted in a capital 
improvement to real property. The nature of the work 
performed is the determining factor in deciding whether 
to collect tax on a contractor's services. The possession 
of a certificate of capital improvement, in and of itself, is 
not sufficient to eliminateJiability for taxes which should 
have been collected. . The contractor · must accept such . 
certificate in ''good faith" to be relieved of liability. 

i. "Capital improvement" means an installatio11 of 
tangible personal property which results in an increase 
of the capital value of the real property or a significant 
increase in the useful life of such property. . See 
N.J.A.C; 18:24-5.7. 

ii. "Repair" means maintaining the existing vafoe of 
the property. 

iii. Examples of capital improvements are: 

(l) New construction; 

(2) New roof, installation of; 
·(3) Tiled bath, installation of; 
(4) New bath fixtures, installation of; 

(5) New kitchen fixtures, installation of; 

(6) Paving of driveway; 

(7) Shrubbery, trees, and so fortll,.planted; 

· (8) ·Paneling, installation of; 

(9) In-ground swim pool, installation of; 

(10) New central air conditioner installation; 

(11) Porch enclosure, construction of; 
(12) New heating.system installation; 

. (13) Rewiring; 

(14) New electrical outlets installed; 

(15) New siding, installation of; 

(16) Garage; construction of; 

(17) Patio, construction.of; · 
(18) Storm doors and windows, installation <>f; 
(19) New hot water heater installation. 

iv. In general, a contractor who accepts a certificate 
of capital improvement in "good faith" is relieved of 
liability for collection or payment of tax upon tr~nsac-
tions covered by the certificate. The question of "good 

18:24--5.16 

faith" is orie bf fact and depends upon a consideration 
qf all the conditions surrounding the transaction. A 
contractor is presumed to he familiar with the law and 
the regulations pertinent to the business· in which he 
deals. · In order for "good faith" to be established, the 
following conditions must be met: · · 

(1) · The certificate must contain no statement or 
entry which the contractor knows, or has· reason to 
know,· is false or misleading. · 

(2) The certificate must be an officially.proniulgat~ 
. ed certificate form or a substantial and. proper iepr<r. 
duction thereof. · 

(3) The certificate must be dated and executed in 
accordance with the published instructions, and must 

· be complete and regular in every respect. · 
v. The contractor may, therefore, under the circum~ 

stances; accept this "good faith" certificate of capital 
improvement as a basis for not collecting sales tax with 
respect to service or labor charges .. 

vi. The use of the Certificate of Capital Improve-
ment, form ST-8, is required in all applicable transac-
tions. 
7'. Contractor's Exempt Purchase Certificate (Form 

ST-13). 
t Form ST-13 must be completed and issued to the 

supplier of a contractor . in every instance where pur-
. chases are made by contractor and exemption from 
sales and use taxes is. claimed, except as provided in 
(a)3 above. · · 

8, An Exempt Qualified Business Permit/Exempt Pur-
chase Permit (Form UZ-4N5A) must .be completed by 
the contractor when the contractor purchases materials or 
· supplies exclusively for performing work for a qualified 
business at the business's · real property located in an 
urban enterprise zone, The UZ-4 is obtainable only 
from the· qualified business. . After completing the UZ-4, 
the contractor must issue copies to its vendors and · its 
subcontractors; . Any subcontractor receiving a UZ-4 
must.attach its name, address, and Certificate of Authori-
ty number (in addition to the name, address, and number 
of the contractor) and then give the UZ-4 ~d at~ach-
ments to its vendors. "Qualified business"· means a 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-62c. · · 

9: · If a qualified .housing sponsor, as defmed. in 
N.J,S.A. 55:14K-3 of the .New Jersey Housing and Mort~ 
gage Finance Agency Law of 1983, has received Federal, 
State or local . government subsidies, as verified by the 
New Jersey Housing and Mortgage •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; pursuant to P.L. 1988, c.83; may pur-

Supp. g., 18-03 
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chase mllterials, supplies and services tax free for the 
specific housing . project. The contractor must receive a 
copy of the housing sponsor's Letter of Exemption for his 

. records and may then issue a Contractor's Exempt Pur-

. chase Certificate (Form ST-13) to his suppliers to docu-
ment his exempt purchases for the housing project. 

Amended by RJ975 d.246, effective August 15, 1975. 
See: 7 N.J.R. 347(a), 7 NJ.R. 446(b). 
Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 NJ.R. 2899(c). 
Amended by R.1998 d.288, effective June I, 1998. 
See: 30 N.J.R. 1206(b), 30 NJ.R. 2070(b). 

In (a)6vi, deleted an Editor's Note. 
Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 2l65(a), 35 NJ.R. 3848(a). 

In (a), rewrote l, 2 and 5. · 

Case Notes 
Providing hardwood floor refinishing services did not entitle taxpayer · 

to capital improvement exemption. . Newman v. Director, Div. of 
Taxation, 14 NJ.Tax 313 (1994), affirmed 15 NJ. Tax 228. · 

Taxpayer, by acquiring and installing property U!led in trimsaction. 
exercised such power and control. over property so as to constitl,!te use 
of the property within the meanin1,1 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 
fr,om 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). 

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

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

Any person who issues or accepts an exemption certifi-
cate, 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 of N.J.S.A 54:32B-26(b), 
the penalty for.which shall be a fine of not more than $1,000. 

· or imprisonment for not more than one year, ot both such 
fine and imprisonment. , 

18:24-5.18 Records 
Contractors . and fabricator/contractors are required to 

mainta{n records in compliance with the . rules set forth in 
Sul:>chapter 2 of this Chapter. 

18:24-5.19 Unregistered contractor bonds or reports 
(a) When a contractor who has not registered under-

provisions of N.J.S.A. 54:328-15 enters into a contract 
under which tangible personal property or taxable services 
will be used or consumed in New Jersey, the contractor shall 
register for tax purposes and present to the Director of the 
Division of Taxation a deposit or guarantee bond. equal to 
five percent of the total amount. to. be paid under the .. 
contract whenever the circumstances indicate that. it is ap-
propriate to protect the interests of the State. Such circum-
stances would include a situation in which an unregistered 
contractor is only temporarily engaged in business in the 
State. 

(b) Any person l1oing . business with a cont actor · shall 
obtain from the cohtractor a copy of the tax registration 
certificate issued tr the contractor pursuant o N.J.S.A. 
54:328-15. If the ~htractor does not have a tax registration 
certificate! the perffln doing business with the contractor 
shall provide the n~e and address of the contr ctor and a 
brief description ofl the contract to the Divisi n. This re-
quirement shall be. I 1satisfied by mailing the na e and ad-
dress and contract Summary to the New Jersey Division of 
Taxation, PO Box T69, Trenton, NJ 08695. Fail re to com-
ply shall be a diJjrderly persons offense und r N.J.S.A. 
54:52-6. I . _ 

(c) The bond r~~irement is imposed to sec re payment 
of sales and use · Fes payable ~ith respect to tangible 
personal property or taxable services used o consumed 
under a contract o ~f other State tax~s and is a . impose~ 
to assure that all cpntractors are registered an m compli-
ance with New Jers,, tax law. . 

. New Rule, R.2001 d.25~, effective July 16, 2001. •. 
See: 33 N.J.R. 1346(a)1133 NJ.R. 2494(c). 
Amended by R.2003 d.348, effective August 18, 2003. . 
See: 35 N.J.R. 2165(a)l 135 N.J.R. 3848(a). · . · 

In (a), substituted "When a contractor who .has not re istered under 
provisions" for "Whe1 I an unregistered contractor und r provisions" 
and substituted "include a situation in which an unregis ei:ed contrac-
tor" for "include if the rnregistei:ed contractor"; in ( c), i rted "sales 
and use" preceding "t es payable" and .insened "of' p ceding "State 
taxes" I . . . • • I 

SUBCHAPfER 6 CLOTHING AND FOO 

18:24-6.1 . Clothin . and footwear exempt · 
Section 8.4 of th jNew Jersey Sales and Use T 

54:328-1 et seq., e~empts receipts from the sal of articles 
of clothing and foowear for human use except a icles made 
of fur on the hide qr pelt of an animal, where su h fur is the 
component materialJ or chief value of the article. . • 

. . 11 . . . . 
Amended by R.1993 d.1313, effecttve July 6, 1993. 
See: 25 N.J.R. J486(a)lr N.J.R. 2899(c). · .. 

. · Case Notes 
Ru"" oon<emi"I J p1iom from""" ,ad"""" fo .,...., -

retail sales of clothi~g and footwear valid; ski boo not exempt 
because they are not aj:laptable for general use as footwe r. Ski Haus, 
Inc. v, Taxation Div. Drtector, 5 NJ.Tax 26 (Tax Ct.19~2) . 

1.8:24-6.2 Clothing and footwear defined 
Fo~ the purpose~Jof Se~tion 8.4 (~e N.J.A.C 18:~.1), 

clothing and foonrear means all_ mner and uter wear, 
footwear, headwearl gloves and mittens, neckw ar and ho- . 
siery customarily w~rn on the human body, and hall include 
baby blankets and,l~unting, diapers and diaper inserts and 
baby pants; For tlib purpose of section 8.4 spe ial clothing 
or safety clothing I ecessary for the daily work of the user . . I . 

. shall be considered lothing and footwear. 

Supp. 8° 18-03 24-22 
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Amended by R.1993 d.313, effective foly 6, Hl93 .. • 
See: 25 N.J.R. 1486(a), 25 NJ.R. 2899(c). · · 

Case Notes 
Rules concerning exemptions from sales and use tax for receipts from 

retail sales of clothing and footwear. valid; ski booL~ · 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--6.3 Specific articles or clothing and footwear exempt 
(a) The following articles of clothing and footwear are 

deemed . exempt from the sales and use tax under N.J .S.A. 
54:238-8.4 and 54:32B-24: 

l. Aprons, household and shop; 

2. Bathing suits; 

3. Beach capes and coats; 

4. Belts and suspenders; 

5. Bibs; 

6. Bowling shirts if suitable for ordinary wear; 

7. Bridal apparel and accessories;· 

8. Camp clothes; 

9. Chesterfield overcoats and opera capes (evening 
wear); 

10. Coats and wraps for evening wear; coats and 
wraps for daytime wear; 

11. Incontinence briefs; 

12. Children's costumes, for example, Halloween, 
dance; 

13. Crib blankets; 

14. Dress shields; 

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

16. Garters and garter belts; 

17. Girdles; 

18. Gloves, except for use in sports; 

19. Hairbows; 

20. Head and neck scarves·and·bandannas; 

21. Headwear and millinery, all types; 

22. Hosiery and peds; 

23. Leotards and tights; 

24. Mackinaws; 

25. Men's formal wear; 

26. Neckwear; 

27. Overshoes; 

18:24-6.4 

28. Rainwear; 

29. Receiving blailkets; 

30. · Rubber gloves for home or work .use;·. 

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

32. Scout uniforms; 

33. Shoe laces; 

34. Shoes, hightop, for outdoor use; . 

35. Socks-heavy ribbed; 

36. Safety shoes; 

37. Shoes for formal wear, such as metallic cloth, 
brocade, satin, gold or silver leather; 

38. Sneakers and tennis shoes; 

39; Underwear; 

40. Work clothes, work uniforms; and 

41. Yarmulke and turbans. 

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), substitQted a reference to incontinence briefs for a reference 
to corset laces in 11, inserted a reference to neck scarves in 20, and 
added 41. . . . 
Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 2l65(a), 35 N.J.R. 3848(a). 

In (a)12, inserted ", for exampie, Halloween, dance"; in (a)20, 
i!lserted "and bandanna.~'\ · · 

Case Notes 

Rules concerning exemptions from sales and use tax for receipts from 
· retail sales of clothing aild footwear valid; ski boots not exempt· 

because they are not adaptable for general use as. footwear. Ski Haus, · 
Inc. v. Taxation Div. Director,S NJ.Tax 26 (Tax Ct.1982). 

- . . 

. l:8:24-6~4. Clothing and footwear for sporting activities 

· Clothing· and footwear used in connection 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) shaU not be considered to be clothing 

. and footwear within the meaning of Section 8.4 of the Act. 

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. · 

Rules concerning exemptions from sales and 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). 
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18:24--0.S Athletic goods and equipment 

(a) Athletic equipment normally worn only in conjunction 
· with the particular activity for which it is designed is subject 
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; 

7. Shin guards and padding; 

8. Skin diving suits; 

9. Track shoes and cleats; 

10. Motorcycle helmets; 

11. Ski boots; 

12. Life preservers and vests; 

13. Snorkel and scuba masks; 

14. Swim fins; and 

15. Skates and roUerblades. 

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

1. Athletic supporters; 

2. Children's sports and play uniforms, for example, 
football, baseball, and karate uniforms and gymsuits; 

3. Hooded shirts; 

4. Knitted caps or hats; 

5. 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 thari in a particular sport. 

6. Pullovers, turtle neck and other sweaters. 

Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 NJ.R. 2899(c). 
Amended by R.2003 d,348, effective August 18, 2003. 
See: 35 N.J.R. 2l65(a), 35 N.J.R. 3848(a). 
' In (a), added 12 through 15; in (b), rewrote 2, deleted former 3 and 
4, and recodified former 5 through 8 as 3 through 6. 

Case Notes 

Rules concerning exemptio1L~ from sales and use tax for receipts from 
retail sales of clothing and footwear valid; ski boot~ not exempt 
because they are not adaptable for general use as footwear. Ski Haus, 
Inc. 11. Taxation Div. Director, 5 NJ.Tax 26 (Tax Ct.1982). 

11 

I iDEPf. OF TREASURY-- J\.XATJON 
I 

18:24--0.6 Fur ga tents and articles 

(a) Garments o, i articles such as coats, st les, jackets, 
capes, collars, mufti's and hats and. similar items ade essen-
tially of fur, as defined in subsection {c) of this Section, are 
subject to tax. j I 

(b) Clothing or ~ootwear containing cloth or other mate, 
rials and having t. til1i.m or othe. r componen. t p. a of fur are 
subject to tax if ~he value of the fur trim or fur part 
co~prises more thal ]n half the value of all comp nents of the 
article. 1 

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

1. Rabbit fu~[ldyed to resemble mink is" r"; 

2.. Sheepskin! with wool or hair. attache thereto is 
"fur"; . 

3. Woven or ·t materials made of an· al hair or 
I wool (such as jj°gora or alpaca) are not "fur"; and 

4. Cloth pri1~ed with aleopard pattern is ot "fur". 

( d) The sale of !~emodeling services for fur g rments and 
articles is subject t1 sales tax. 

I, 
Amended by R.1993 d,.rl3, effective July 6, 1993. 
See: 25 N.J.R. 1486(a9, 25 N.J.R. 2899(c). 
Amended by R.1998 d.i288, effective June 1, 1998. 
See: 30 N.J.R. 1206(~), 30 N.J.R. 2070(b). 

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

18:24-6. 7 AccesJ~ies taxable 

(a) Accessories j jand similar items are no considered 
clothing and foo;J,~ar, and are taxable. These include, but 
are not limited to: I 

1. Hairclips; I 

2. Hairnets rd barrettes; 

3. Handbagj;I 

4. HandkercJiefs; 
ii 

5. Jeweled tr·r ... ras; 
6. Jewelry; . I 

7. Umbrella; 

8. Wallets; f d 

9. Headbam!lls and sweatbands. 

Added (a)9. ' 
I 

Supp. 8-18-03 

Amended by R.2003 !!348, effective August 18, 2003. 
See: 35 N.J.R. 2165(11

), 35 NJ.R. 3848(a). 
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SUBCHAPTER 7. MOTOR VEHICLES 

18:24-7.1 Definitions 

The following words and terms, when used in this Sub-
chapter, shall have the following meanings, unless the 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. 

"Division of Motor Vehicles" means the Division of 
Motor Vehicles of the Department of Law and Public 
Safety, State of J'-!ew Jersey. 

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

18:24-7.2 Taxability of retail sales receipts 

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

Case Notes 

Transfer of automobile title from sole shareholder to wholly-owned 
corporation held to meet definition of retail sale for the purpose of 
sales tax liability. L.B.D. Construction, Inc. v. Director, Div. of Taxa-
tion, 8 NJ.Tax 338 (fax Ct.1986). · 

18:24--7.4 

18:24-7.3 Tax payment prerequisite to registration 
(a) The purchaser or user of a motor vehicle, as . well as 

the vendor thereof, is responsible for the payment of tax due 
.. on the sale at retail or use of a motor vehicle required to be 

registered with the Division of Motor Vehicles. 

(b) Under the provisions of N.J.S.A. 54:32B-13, the Di-
rector of the Division of Motor Vehicles shall not issue a 
registration certificate for any motor vehicle, (except in the 
case of a renewal of registration by the same owner) unless 
proof has been furnished that the· tax with respect to the 
sale of the motor vehicle to the registrant or his 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 collect the tax from the purchaser, if any such tax is 
due, and must remit the same to the Division of Taxation. 
Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R.2899(c). 

18:24-7.4 Computation of tax on purchase price; trade-in 
(a) Where any person engaged in the business of selling 

motor vehicles at retail completes a sale of a motor vehicle, 
he shall collect the sales or use tax, as may be the case. 

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

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

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

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

Next Page is 24-27 24-25 Supp. 8-18-03 
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3. The trade-in is acquired by a dealer of motor 
vehicles who is registered as such with the Division of 
Motor Vehicles and the New Jersey Division of Taxation; 
and 

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

Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 NJ.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.2000 d.233, effective June 5, 2000. 
See: 32 N.J.R. 29(a), 32 N.J.R. 21 IO(b). 

In (c)2 substituted "Section 7.l of this Chapter" with "N.J.A.C. 
18:24-7.1" and added (c)4. 

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

corporation held to meet definition of retail sale for the purpose of 
sales tax liability. L.B.D. Construction, Inc. v. Director, Div. of Taxa-
tion, 8 NJ.Tax 3.38 (Tax Ct.1986). 

18:24-7.S Charges in tax computation 
(a) Where charges are made for the following items in 

conjunction with the sale of a motor vehicle, they must be 
included in the amount upon which the. tax is computed: 

1. Federal excise taxes; 

2. Delivery or freight charges for delivery of a vehicle 
from a manufacturer or distributor to a dealer are includ-
ed whether they are separately stated upon the customer's 
invoice or not; but delivery charges from the dealer to his 
customer, ifseparately stated upon the customer's invoice, 
are not included; · · 

3. Warranty charges; 

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

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

18:24-7.6 External tax computation indices 
Where, because of affiliation of interests between the 

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

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

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

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

corporation held to meet definition of retail sale for the purpose of 

18:24-7.8 

sales tax liability. L.B.D. Construction, Inc. v. Director, Div. of Taxa-
tion, 8 NJ.Tax 338 (Tax Ct.1986). 

18:24-7.7 Out-of-State purchase by resident 
(a) A motor vehicle purchased by a resident of this State 

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

(b) The· value of such motor vehicle for use tax purposes 
may not exceed its cost, except as provided in N.J.A.C. 
18:2~7.6. 

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

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

18:24-7.8 Sales of motor vehicles specifically exempted 
(a) Any sale of a motor vehicle to any of the following 

shall not be subject to the sales and use tax: 

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

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

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

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

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

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

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

3. Any person, corporation or other entity engaged in 
carrying on in New Jersey any employment, trade, busi-
ness or profession is deemed a resident of New Jersey 
with respect to the use of a motor vehicle in such 
employment, trade, business or profession in the State. 

4. (Reserved) 

5. Any person serving in the Armed Forces of the 
United States whose home of record is a state other than 
the State of New Jersey is a resident of this State whether 
or not his place of abode is located on or off a military 
reservation and otherwise within the territorial limits of 
New Jersey. 

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

(c) Any sale of a motor vehicle to be used exclusively for 
rental for a period of 28 days or less is purchased for resale 
and is not subject to tax at the time of purchase. 

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

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

As amended, R.1977 d.484, effective December 29, I 977. 

l>EPT. OF TREASURY- AXATION 
I' 

See: 9 N.J.R. 594(a), IA N.J.R. 81(a). 
As amended, R.1979 d.!.10, effective March 8, 1979. 
See: 11 N.J.R. 104(a), ~'1 N.J.R. 210(e). 
Amended by R.1987 d.~74, effective November 16, 1987. 
See: 19 N.J.R. ll8l(b)(l19 N.J.R. 2201(b). 

(b )4 repealed. I i 
Amended by R.1993 d.~13, effective July 6, 1993. 

See: 25 N.J.R. 1486(a)jrJ::: 

Taxpayer, who mai 
1 
(ained "summer home" in state and returned 

every year, was "resident" of state and was not exempt rom sales tax 
on purchase of autom4~ile. Furmato v. State, Dept. of reasury, Div. 
of Taxation, 16 NJ.Tax 110 (1996). 

18:24-7.9 Transfe~ statutorily excluded from t 

(a) Within the J~aning of subsection (e) of ection 2 of 
the Sales and Use tax Act, the following transf rs of motor 
vehicles are not su~ject to tax: 

1. Transfers~~ motor vehicles to a corpor tion, solely 
in consideration for the issuance of its stock, ursuant to 
a merger or conJt>lidation effected under the law of New 
Jersey or any oth~r jurisdiction; 

2 T ., I if h" l . . · rans1ers Q motor ve 1c es to a corpo .atmn upon 
its organization !ib consideration for the iss ance of its 
stock; I! 

3. Transfers pf motor vehicles in the dis ribution of 
proper.ty by a cor: oration to its stockholders s a liquidat-
ing dividend; , 

4. Transfers ~f motor vehicles as a con ribution of 
property to a pa~nership in consideration fo a partner-
ship interest ther~in; l 

5. Transfers of motor vehicles in the dis ribution of 
property by a ~~rtnership to its partners i whole or 
partial liquidatiob; 

11 

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

Amended by R.1998 d.1288, effective June I, 1998. 
See: 30 ~:J.R. 1206(b~,\ 3~ N.J.R. 2070(b). 

Recod1f1ed the forntel 
1
•.r mtro. ductory paragraph a,; (a); nd. recodified 

former (a) through (f) as 1 through 6. 

18:24-7.10 Procedbres for motor vehicle deale ; forms 

(a) New J::e:e1
1

::;::e:ehicle dealers are required to 
execute and retain ?s a part of their records Fo ST-10 if 
a purchaser of a m 

1

tor vehicle: 

1. Is a nonreiident of New Jersey; and 
. 11 

2. Has no pepnanent place of abode in ew Jersey; 

an3d I l'i d . . . N J 
. s not engage m carrymg on m e ersey any 

I 

I 
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employment, trl1?e, business or profession i which the 
motor vehicle wi be used in New Jersey; or 
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SALES AND USE TAX ACT 

4. Certifies that the motor vehicle has bee.n contracted 
for delivery out~of~State (state must· be designated) and .. 
the dealer affirms that the vehicle has been delivered to 
the purchaser in the af(>resaid state. In all cases of sale 

Next Page is 24-29. 24-28.1 

18:24-7.10 · 

to• nonresidents, New · Jersey motor vehicle dealers are 
required to forward a completed copy of Form ST~lO to 
the New Jersey Division of Taxation. · · · 

. Supp; 6-5-00 
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SALES AND USE TAX ACT 

Note: It is not necessary to complete Form ST--10 for 
sales of motor vehicles to . New Jersey reside.nts where 
the dealer collects the tax, or where, in cases of trade-
ins, the information required in Item UI of Form ST-'10 
is set forth in the invoice pertaining to such sale. 
5.- The rules regarding the status of the purchaser of a 

motor vehicle as a resident of this State are set forth in 
N.J.A.C. 18:24-7.S(b). 

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

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

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

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

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

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

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

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

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

(f) Prior to titling a motor vehicle, it is required that 
motor vehicle dealers indicate on both the new car Manu-
facturer's Statement of Origin and the used car Dealer's 
Certificate of Ownership the fact that the·sales tax ha~ been 
satisfied. In order to indicate this fact, the prescribed '."New 

18:24-7.12 

Jersey Sales Tax Satisfied" stamp shall be used. On the 
new car Manufacturer's Statement of Origin, the stamp shall 

· be imprinted on the reverse side of the form above the 
section entitled "Third Assignment". On the used car Deal-
er's Certificate of Ownership the stamp shall be imprinted 

• on the reverse side of the form above the section entitled 
"Schedule of Fees". 

New Rule, R.1971 d.157, effective September 2, 1971. 
See: 3 N.J.R 2ll(a), 3 N.J.R. 162(a). 
Amended by R.1979 d.90, effective March 8, 1979. 
See: 11 N.J.R. 104(a), U N.J.R. 210(e). 
Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a),25 N.J.R. 2899(c). 
Amended by R,1998 d.288, effective June· 1, 1998. 
See: 30 N.J.R. l206(b), 30 N.J.R. 2070(b). 

18:24-7.11 Casual sales of motor vehicles 
Under the provisions of N.J.S.A. 54:32B-3(a) and 

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

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

18:24-7.12 Taxable and exemp~ services · 
(a) The following services, except as hereinafter provided, 

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

1. · Installing, maintaining, servicing, or repairing tangi-
ble personal property; where such services are sold by a 
dealer of motor vehicles, or any other person engaged in 
the performance of such services; 

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

3. Printing or imprinting . tangible personal property, 
including motor vehicles. 

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

( c} The purchase of tangible personal property by any 
person engaged. in the sale of the services enumerated in 
subsection (a) of this Section for use by that person in the 
performance of such services are not subject to tax where 
the property so purchased becomes a physical component 
part of the property upon which the. services are performed 
or where the property so sold is later actually transferred to 
the purchaser of their service in conjunction with the perfor-
mance of the service. Thus the · purchase of parts, lubri-
cants, brake and transmission fluids, and similar items is not 
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subject to tax if such items will be transferted in the 
pedormance of the services enumerated in subsection (a) of 
this Section. The purchaser of such items should issue a 
duly completed Resale Certificate (Form ST-3) to his sup-_ 
plier.· · 

- ( d) The_ purchase or use by any person engaged in the 
sale of the services enumerated in subsection (a) of this 
Section of machinery, apparatus, equipment, tools, or sup-
pHes (not otherwise exempted) is subject to tax. 

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

(f) A separately stated and -identified charge for towing a 
disabled or illegally parked motor vehicle by a wrecker or 
tow car is exempt from tax. The term "towing" includes the 

_ use_ of special transportation equipment such as . a dolly or -
. tilt bed truck. 

Amended by R.1984 d.126, effi:ctive April 16, 1984. 
See: 16 NJ.R. 235(a), 16 N.J.R. 926(b). . 
Amended by R.1984 d.380; effective September 4, 1~ . 
. See: 16 NJ.R. 1466(a), 16 NJ.R. 2379(c). 

New (f) added. · . · · . 
Amended by R.1993 d.313, effective July 6, 1993. 

· See: 2S NJ.R. i486(a), 2S N.J;R. 2899(c). 
. ·. . . 

18:24-7.13 Taxabili$)' of niotor vehicles used by 
· manufacturer before sale; computation 
(a) Manufacturers of motor vehicles who withdraw such 

· vehicles fr<>m inventory <>r stcx:k for oompany purposes. such 
as demonstration, promotional or executive use, prior to the 
sale thereof, shall be required to pay a tax. on such uses .. 

(b) The tax shall be comp~ted and paid ntonthly by the 
motor vehicle manufacturer as part of the regular_ monthly 
report of taxes due on the sales and Use of taxable ,property 
and services. . . . 

( c) The basis · for tax · shall be determined by multiplying 
.25 times the sum of $500.00 plus the total._ invoice cost· to 
distributors or dealer of vehicles of. the same. make, model 

· and accessory equipment. · 

(d) In computing the tax, the basis for tax as computed in 
(c) above shall be divided by 12 and the result multiplied by 
.06 to effectuate the six percent tax. imposed pursuant_ to 
N.J.S.A. 54:32B-6. . 

New Rule, R.1971 d.157, effective September 2, 1971, · 
See: 3 N.J.R. 2ll(a), 3 N.J.R. l62(a). 
Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 .N.J.R. 1486(a), 2S N.J.R. 2899(c), 
Amended by R.1996 d.216, effective May 6, 1996. 

. See: 28 NJ.R. 808(a), 28 NJ.R. 2402(a). 
New basis formula in (c) and (d). 
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18:24-7.14 Taxabi 'ty ot motor vehicles witbdra ·from 
I , . • inven cy of motor vehicle dealer; mputataon 

. (a) Vehicles actullily sold to a salesm~, pa er or other 
· official of the dealpr's oompany are . subject . t the ~ew 

Jersey Sales Tax the purchase pnce, or, ·If there 1s a . 
trade-in, on the pu~cbase price_ less the -trade-i allowance~ . · 

. (b) Retail deale~ of motoJ' ..;hides - wit dnlw such .• 
vehicles from inv. el-' ory or stock -prior to the. le thereof, . 
shall be required to bay a compensating use tax n such uses 
unless the vehicle is assigned to and used by a full-time 
automobile salespe I I n. . 

1. The tax sh~ be computed and paid mo thly by the 
retail dealer as pUrt of the regular monthly re ort of taxes 
due· on the sale /@nd use of taxable · i,roperty or services. 

2. The basis tax shall be determined by multiplying 
.25 times the sum[ of manufacturer's suggested list price of 
the motor vehicl~ plus $500.00. H the mot r \'chicle is 
used the basis f~r tax shall be determined b multiplying 
.25 times -the su~ of the average_ retail price i sted !or the 

· vehicle in the I'll.AD.A. Officaal Used_ Guide or 
similar N.A.D.>J.i official guides for other c tegories .of 
used vehicles; fot] the year and month of-with :wal, plus. 
$5()().00. 1: . . . . 

. 3. In comput ~g the tax, the basis for tax 
in (b)2 above ~hall be divided by 12 an 

. multiplied by -~ jto effectuate the .six percent 
under NJ.S.A. S~:328-6. 

- (c) There shall Je no compensati~g use tax imposed on 
11 

· • d the use of an automobile by a retail dealer dur g a peno . 
when ·the. motor Vf:hicle is assigned to and us _.. by a fu~l-
time automobile sijesperson employed by th · dealership . 

. - . 1. For p~rpJ~s of this section, a "full~f e automo-
-?ii~ ~alesperso~j~mployed by the dealership ' means any 

mdMdual who. I . . . 
I . 

. i. Is enipl yed by a retail dealer of auto obiles; 

- ii. CustoJ~rily spends at l~as~ half f a normal · 
business day -~erforming · the functions of floor sales-
person or said~ manager; . . _ 

iii. · · DirectJ~ engages iri substantial pis motion · and . 
negotiatit>n of Isales to customers; _ .-

1 i 
.- iv. C~tod.arily works a number of hou considered 

full-time iil t»e industry, but. at a rate ot less·-than 
1,000 hours ~r year, and ·- •. · . " · 

- I I . -
· . v. Deriv : at least 25 percent of his, r her gross 
· inoome from ! the automobile dealership as a direct · 
result of the 4ctivities listed in (c)li thro gh iii above . 



0 
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SALES J\.ND USE T~ ACT 

2. · .. Th; use tax exemption shall apply to mqtor v~hicles 
assigned to and used by sµch full-time automobile sales-
persons employed by the. dealership, regardless. of whether 
or. not the salesperson, USC!; the vehicle exclusively for the , , 
promotion of the dealership's business. 'fhere i~ · no . 
exemption for motor vehicles other. than automobiles that 
are withdrawn frominveritory·for the use of a fuU-tiine 
salesperson. · · ·' · 

( d) In order to be entitled to ,the e~emptionprovided in 
(c) above, ·a ·.dealer shall •file together with .the quarterly· 
return, . a certification wherein the dealer certifies the type, 

· assignment and usage. of• aJI. company-owned· motor vehicles 
withdrawn· from inventory. 9r stock, which certificate shall .be 
on a form . prescribed by the Director, of the .. Division of 
Taxation. · · ·· 

R.1971 d.218, effective December W, 1971. 
See: 4 N.J.R. l3(c), 3 N.J.R; 234(b) ... 
Amended by R.1996 d.216, effective May 6, 1996. 
See: 28 N.J.R. 808(a); 28 N,J.R. 2402(a). 

Rewrote. section; 

18:24-7.tS· •.Renting motor vehicles 

(a} The total charge for the reritalf~r 28 days or .less of a 
motor vehicle to the customer . is· subject to the s~ . percent 
New Jersey sates and use tax pursuant to N.J.S~A, 
54:32B-3(a), except~ set forth in (b) below.·· 

·. ' : . :·· ' ... -. ' . . 

(b) The charge to the customer which is subject to the 
sales tax is the tota.l charge to the customer except where . 
nontaxable charges such as registration fees, license fees, •. 
insurance and gasoline are separately stated then such · 
charges are not subjectto the tax. · 

New Rule; R.1971 d.1.57, effective September 2, 1971. 
See: 3 N.J.R. 211(a), 3. N.J,R. l62(a). . i .. 
Amended by R.1979 d, 179. effec;tive May 4, ·1979. . · 
See: 11 N,J.R. 209(b), llN.J.R. 305(a). ·. . ·. 
Amended by R.1993 d.313, effec.tive July. 6, 1993. 
See: 25 N.J..R. l486(a), 25 N.J.R. 2899(c). . 
Amended. by R. 1998 d.288; effective June. I, J 998; 
See:· 30 N.J.R. 1206(b), 30 N.J:R 2070(b). . . . . . . ' . . ' 

18:24-7.16 Jssuance and acceptance of resal~ and 
· exemption certificates. 

·• 18:24-7.18 

said dealer for a period of not less than four years from 'the 
. date of the use of such certificate ,as a· basis for exemption. 

( c) A copy .of the certificate of title of a vehicle accepted 
.· as a frade~in in accordance withN.J.A.C. J8:2~7.4· shall be 

retained by the dealer for a period of not less than four 
years frolll the date of the. sale in which the trade-in was 

. allowed. · · 

Amended by R.2000 d.233, effective Jun~ 5, 2000.' .·· 
See:)2NJ.R. 29(a), 32N.J.R:2110(b),. . ·. . 

In (a), substituted, "sLibchapter 2 .of this chilpter" with "N.JA.C. · 
· 18:24.:..2" and added paragraph (c}: · 

.· .. . '. . .. 

18:24".7 ~18 . Sales, renting or leasing ot commercial mo~or .. .. 
. vehicles and vehicles used in combination 

·· therewith exempt from tax 
, , 

(a) Receipts ·from saJes of. the following are exempted · 
froni the tax imposed under the Sales and Use Tax Act: 

· 1. · Sales, renting Qr leasing of comn1erciaJ trucks, truck 
trii,ctors,, tractors, trailers, semi~traijers, and vehicles used •.· 

· in con:ibinaiion therewith, as defined in N.J.S.A. 39:1-1, ·· 
which are properly registered as provided by New Jersey · 

.. law,,.pursuant to f',l.J:S.A.'39:3~.1,,and: . . • _. ·· 

.· i: · Have a gross vehicle weight rating in excess of 
· 26,000 pounds, or · ·· ' . . .. • · - . · . ·. · ·.·. 

ii. Are operated actively and exclusively for .·.· the 
. .· carriage of interstate freight .pursuant to a certificate or 

:permit issued by the Interstate Comm.erce Commission; 
.Qr.· 

iiL · Are registered .pursuant to N.J'.S.A 39:3--24 or 
.NJ.S.A. 39:lc25 and .have a gross vehicle weight rating .· 
in excess of 18,000 pounds. . . 

2. Repair parts and replacement parts for such vehi-
.. · cles; · Parts shall not include lubricants, motor oil or antifreeze: , , , , ,. , , , , . , , 

, , , 

· (b) For the purposes of this section, "gross vehicle weight 
.rating'' means· the value· specified by .the manufacturer. as 
· the loaded. weight •of the single or combination vehicle and, 
if the manufacturer has not specified a. value for a towed 
vehide, · means the, value specified for tl:te towing vehicle 
plus the loaded weight of tl:te towed unit. . . . .. . . Motor · vehicle dealers . in · is~uirig · or accepting certificates, 

affidavits, or. other documentary evidence as· · a basis . for · • · · · ·.. · · · · · 
exemption from any tax imposed by N.J$.A 54:32B-1 et. (c) For the purposes of this section,•"truck'' means every 
seq. are subject to the rules set forth in ~ubchapter. 11 c;f this . . motor vehicle designed, used, or. maintained primarily for 
chapter. · · the transportation of pr<>perty. •. · 

· . . · . ·· ·. . ·· · (d) For the purposes of this section, ''.truck tractor'' 
18:24-7.17 Retention ofrecords . . · .. means every motor vehicle designed and u~ed primarily for 

(a) In general, motor vehicle dealers are subject to the drawing oth!:lr vehicles and not so constructed as to carry a 
recordkeeping requirements set forth in N.JA.C. 18:2~2. . load other than a part of the weight of the vehicle and load• · 

·· ·· · ·· ··· · · so drawn. · ·· · · · · 
(b) All certificates, ~ffidavits, or oth~r • documentary evi~ · ·· · · · · 

dence accepted in good faith by a motor vehide dealer as a · (e} For the purpos~s of this section, "trailer" means ~very .· ·· . 
basis for exemption from any tax imposed by the Sales and vehicle with or .without motive power, other. than a pole 
Use tax Act (N.J.S.A. 54:32~1 et seq.) shail be reta,ned by trailer, designed for carrying persons or property and for . 
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being drawn by a motor vehicle and so constructed that no 
part of its weight rests upon the towing vehicle. 

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

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

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

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

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

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

Example 2: Devices used in or on vehiclesfoi: effectuat, 
ing . · business purposes, such as shortwave receiving and 
transmitting of messages, are not considered an integral part 
of such vehicle and are not exempt from tax. 

DEPT. OF TREASURY- '.AXATION 

New Rule, R.1977 d.48~, effective December 29, 19n. 
See: 9 N.J.R. 594(a), JO N.J.R. 81(a). · . · 
Amended by R.1980 d.197, effective May 6, 1980. · 
See: 12 N.J.R. 2l9(b), 11·fa N.J.R. 355(a). . 
Re~eal and New Rule, ~.1993 d.313, effective July 6, 199 . 
See: 25 N.J.R. I486(a), 25 N.J.R. 2899(c). 

Section was "Sales, renting or leasing of commercial otor vehicles 
and vehicles u.~ed in co/nbination therewith exempt from t x''. · 
Amended by R.1999 d'f~6, effective November 15, 1999; 
See: 31 N.J,R. 1299(a), 131 N.J.R. 3750(a). 

In (a)I, substituted j'properly registered a~ provided b New Jersey 
law, pursuant to N.J.S~A. 39:3"6.I" for "registered in New Jersey" 
following "which are" ih the introductoiy paragraph. 

18:24-7.19 Taxatitn of manufactured and mobi e homes 
(a) This section I fis_ intended to clarify the taxation of 

manufactured or mobile homes under the provis ons of P.L. 
1983, c.400, approied December· 22, 1983. his section 
does not apply to tlie sale of modular buildings b cause they 

. 11 h . are not on a perman,ent c ass1s. 

L .. For .. the ~*rposes of th.is section, thi ·following 
terms shall have tI:te following meanings: 

i. "Manufattured or mobile home" mea . s a unit of · 
housing which J iconsists of one or more tr nsportable 
sections which are substantially constructed f ff site and, 
if more than section, are joined togethey on site; is 
built on a pe~anent chassis; is designedlo be used, 

. when connecte~ to utilities, as a d~elling . n a perma, 
· nent or· nonpern.anent foundation; and i manufac-

tured in accor~*nce with the standards pro I ulgated for 
a manufacture~! home. pursuant to the. "Natifnal Manu-
factured Housing Construction· and Safe · Standards 
Act of 1974",I Pub: L. 93-383 (42 U.S.C. § 5401, .et 
seq.) and the ~tandards promulgated for manufac-
tured or mobil : home pursuant to the "Sta e Uniform 
Construction • ~ode Act", . P.L. 1975, c.217 (C. 
54:27D-119, et feq.). 

ii. "Trailer br housetrailer" means a ecreational 
vehicle, travel frailer, camper or other tr nsportable, 
temporary dwe ling unit, with or without its own motor 
power, designe

1

~ and constructed for travel and recre-
ational purpost1s to be installed on · a noJpermanent 
foundation if iri~tallation is required. 

ii.i. "Manu.f.~cturer's inv.oice price'.' mea .s the price 
charged by thel 1manufacturer to a purchase for a new 

·manufactured. pr. mobile home, including cµiy amount 
for which cred1i is allowed by the manufactrrer to the 

purcha.s .. e. r., thej .!·•. c .. ·h. a. rg·. e. fo.r . th. e·. m .. · anufactu!e.· r •. i.nstalled accessories, options, components or other t able tangi. 
ble personal ~~operty, without any deduct on for ex-
penses, early payment discounts or the value of a trade-
in. I: . . 

iv. uDealerr: means any person who se~s manufac-
•. ured and _mol:>i·l·e. horn .. es, tra. i.l .. ers_ or house raile~s. and.· 
other t. ang1. b. le .•lperson~l prope.rty m N .. ew J . rsey m. the 
regular course ~f busmess and who is reg1 tered as a 
vendor with tile Division of Taxation, whe her or not 
li~nsed as a vehicle dealer with the· Division of 
Motor Vehicle j · 
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SALES AND USE TAX ACT 

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

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

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

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

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

2. Where the manufacturer or other 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 not 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 for 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 sale of a new manufactured or mobHe home by 
the manufacturer to a dealer is a sale for resale, and in 
the subsequent resale the tax applies to the manufactur-
er's invoice price as follows: 

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 s.ells a manufactured 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 other ultimate con-
sumer and agrees to install the home for the purchaser, 
the dealer is acting as a contractor and the tax is due 
directly from the dealer. Sales taxis not collected from 
the purchaser. 

18:24-7.19 

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·fumishings,·is $19,500. The cost of freight into 
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. 

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 New Jersey 
Resale Certificate (Form ST-3); however, that sales 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. 

(c) The sale of dealer-installed accessories, options, com-
ponents or other taxable tangible personal property for 
either a new or used manufactured or mobile home . is 
subject to sales tax. based upon the retail sales price, wheth- . · 
.er or not the dealer also agrees toinstall 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. 

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

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

(e) On and after December 22, 1983, the permanent 
installation of a new or used manufactured or mobile home 
results in a capital improvement to real property, whether or 
not the home is installed in a mobHe home park. (See 
N.J.A.C. 18:24-5.7). 

1. 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 installation of a new or used manufactured 
or mobile home for the purchaser are exempt from sales 
tax; provided, however, that a duly completed Certificate 
of Capital Improvement (Form· ST-8) has been obtained 
from the purchaser and retained by the contractor or 
dealer for his permanent records. 

24-32.1 Supp. 8-18-03 
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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 or subcontractor, for use in the 
installation of a new or used manufactured or mobile 

. home are subject to sales .tax or use tax as provided by 
N.J.A.C. 18:24-5. 

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

(g) A certificate of ownership for a new or used manufac-
tured or mobile home will . not be issued· by the Division · of 
Motor Vehicles except upon proof, in a form approved by 
the Division of Taxation and the Division of Motor Vehi-
cles, that any tax due on the sale or use of a new manufac-
tured or mobile home has been paid or that no such tax is 
due. 

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

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

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

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

. Amended by R.1984 d.431, effective October 1, 1984. 
See: 16 N.J.R. 19~5(a), 16 N.J.R. 2689(a). 

(h): added "not" subject to sales tax and deleted "as provided in 
N.J,A.C. 18:24-3". 
Amended by R.1993 d,313, effective July 6, 1993. 
See:. 25 N.J.R. l486(a), 25 N.J.R. 2899(c). 
Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 NJ.R. l206(b), 30 N.J.R. 2070(b). 

SUBCHAPTER 8. EXEMPT 
NONGOVERNMENTAL ORGANIZATIONS 

18:24-8.1 General statutory exemption to qualified 
organizations · 

(a) N.J.S.A. 54:32B-9(b) provides for exemption from 
sales and use taxes on any sale or amusement charge by or 
to, and any use or occupancy by certain nonprofit organiza-

. tions described in NJ.SA 54:32~9(b), hereinafter referred 
to as Section 9(b ), where such sales, charges, uses or 
occupancies are directly related to · the purposes for which 
qualified organizations have beert organized. 

,DEPT. OF TREASURY- AXATION 

(b) Specifically, ~rganizational exemption is afforded to 
any corporation, asspciation, trust, or communi chest, fund 
or foundation orgJ~ized and operated exclusiv ly for reli-
gious, charitable, sJjentific, testing for public sa ety, literary 
or educational pur~oses, or for the prevention f cruelty to 
children or animal~, or as a volurtteer fire comp y, rescue, 
ambulance,. first aid! or emergency company or quad, or as 
a National Guard ~rganization, post or associat on, or as a 
post or organization of war veterans, or the M rine Corps 
League, or as an alpciliary urtit or society of an such post, 
organization or ass~iation, or an association of arents and 
teachers of an eletnentary or secondary publi or private 
school, no part of l~he net earnings of which i ures to the 
benefit of any private shareholder or individual, no substan-
tial part of the· actiJities of which is carrying on ropaganda, 
or otherwise attem~ting to influence legislation and which 
does not participat~ in, or intervene in (includi g the pub-
lishing or distributing of statements) any politic I campaign 
on behalf of any c~ndidate for public office, a d provided 
that organizations sFeking to qualify for exempt rganization 
status meet the e4gibility requirements. set f. rth in this 
subchapter, · and fJ.rther provided that such o ganizations 
comply with all · pr~cedural requirements conta ned · in this 
subchapter. . I: 
Amended by R.2003.d.348, effective August 18, 2003. 
See: 35 N.J.R. 2l65(a)! !35 N.J.R. 3848(a). · 

In (a), substituted "N.J.S.A 54:32B-9(b)" f,r "N.J.S.A. 
54:32B-9(b)(l)" prece~ing ", hereinafter" and substitut d "9(b)" for · 
"9(b)(l)" preceding "where such sales"; rewrote (b). 

Ii 
18:24-8.2 Exempt;?n not based on nonprofit st tus 

An organization i~ not exempt from tax merel bec:ause it 
is a nonprofit or!anization. In order to es ablish this 
exemption, it is ne~essary that every organizati n claiming 
exemption, file witli j the Division of Taxation an application 

. Form REG-lE. .·I! .. 
Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 NJ.R. 1486(a)) '25 N.J.R. 2899(c). 
Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b)) j30 N.J.R. 2070(b). 

Substituted a referel' ·F••. e to Form REG-IE for a refe ence to form 
ST-5B.. ·· • 

I ; Case Notes . · . 
Dental service corpo

1
~ation, though entitled to exempti n from sales 

. tax, was not tax exemA~ until it actually applied for and as approved 
for that status; corpodfion not entitled to refund of sales· tax paid prior 
to its application. Ne~ Jersey Dental Service Plan, Inc. v. Baldwin, 7 . 
NJ.Tax 421 (Tax Ct.1985) affirmed per curiam 8 NJ.Tax .35 (App;Div. 
1986). . I 

1 

18:24-8.3 Reliance! on granted exemption; chan e in status 
Subject to the p~wer of the Director, Divisi n of Taxa-

tion, to revoke rul~i;igs because of a change ix1. the law or 
regulations or for other good cause, an organizat on that has 

. been d. etermined b~l i·.the director to be exe. mpt. under Section 
9(b) may rely upon • ~uch · determination so long I s · there are 
no substantial changes in the organization's cha acter, pur-

Supp. 8-18~03 
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24-32.2 Next P ge is 24-33 

Ii 



0 

0 

SALES AND USE TAX ACT 

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

Sl_Jbstituted "9(b)" for "9(b)(l)". . 

18:24,:-8.4 Application for exemption; information 
. . . . 

(a) An organization claiming exemption under Section 
9(b) shall file the formai application Form REG-l_E, in 
accordance with the instruction on. the . form or. issued 
therewith. 

(b) The applicant may be required to show: 
- . 

1. The character of the organization; 

2. The purpos~ for which it was organized; .. 
. . . . 

3. Its actual· activities; 
. . - , 

4. Sources of its income arid 'receipts and disposition 
thereof; 

. . . . 

5. Whether or.not any part of its income 9r receipts is 
credited to surplus or may inure to tµe benefit of any 

· private shareholder or individual; 

6. Names and. titles of principal officers; and 

. 7. · In general, all facts reiatirtg to itsoperations which 
may affectits right to exemption; 

(c) To each application should.be attached: 

Amended by R.2003 d.348, effectiveAugust 18; 2003. 
See: 35 '1'!.J.R. 2165(a), 3.5N.J.R. 3848(~). . 

Substituted ,"9(b)" for '.'~(b )( 1 )n. 

18:24-9.3 

. SUBCHAPTER 9 .. REQUIREMENTS RELATING 
. TO ORGANIZATIONS OPERATED FOR .... 
.RELIGIOUS,. CHARITABLE, SCIENTIFiC, 
. TESTING FOR PUBLIC SAFETY, LITERARY 
OR EDUCATIONAL PURPOSES OR FOR 

·.· ~L~~,~r~~~UELTY TO 

18:24-9.1 Organi~tional and operational req11irement$ .of . 
· · exempi organizations · . . · 

(a) .In order to be exempt as an organization described in 
•. Section · 9(b ), an organization· mu.st be . both . organized and 

operated exclusively for one or more of the purposes sp~i-
. fied in this subchapte1:. · ·. · · · 

.. ·. (b) If an organization Jails td ~eet either the .. organiza~ 
· · . tional test cu the operational test; it is not. exempt: · 

Amc:nded byR.2003 d,34~ effc:ctive Aug~st 18,2003, 
. Sc:e: 35 N.J.R. 2165(a), 35 NJ.I~; 3848(a): 

· ·· · • In (a), substituted "9(b )" for "9(b )(1 )'\ 

1. A conformed copy of the articles of iri~orporation; < 18:24-9.2 Exempt purpose defined 
. The term: "exempt purpose of purpose~," as used in· this 

2. The declaration of trust, or other instruments :of subchapter, means any purpose. specified in Section 9{b); 
similar import, setting forth the permitted powirs and the . · · 
authorized activities Of the organization;· . · 

3; The by-laws or other code or regulations; 

4. · The latest financial statement showing the assets; 
liabilities, receipts, and disbursements of the orgartiza~ion. 

. . •,• ,· 

5. A copy of the organization's Federal tax determina-
tion letter or ruling issued by the Internal Revenue 
Service.·· 

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

Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. .1486(a), 25 N.J.R. 2899(c). 
Amc:nded by R.1998 d.288. effective June 1, J998 .. · 
See: 30 N.J.R. 1206(b), JO N.J.R. 2070(b). . 

In (a), substituted a reference to Form REGdE for a reference to 
Fonn ST-513. · . · . . · .. 
Amended by R.2003 d.348; effective August 18,.2003. 
See: 35 N;J.R. il65(a), 35 N.J.R. 3848(a} · 
. In (a), substituted "9(b)" for ''9(b)(i)". 

18:24-8.S · Priv,.te sharehQlder or individ~al delined 
The term· "private · shareholder or individuar• ·.in· Section. 

9(b) refers to persons having . a personal and private· interest 
in the activities of the organization. · · 

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

·· . · Deleted ", as defined and elaborated in Section 8.6 of this Chapter''· 
' at the end. . . . . . ' .· . . . . . 

Amended by R.2003 d.348, effective August 18, 2003. 
· Seti: 35. NJ.R. Zl65(a), 35 .N,J.R. 3848(a). 

· .Substitute.d "9(b)" for '.'9(b)(l)". · 

•· .18:24-9.3 . Org~nizational tests 
. ( a) /,i general. 

·. 1. An o~ganiz~tion is organized exclusively for one or 
more el(empt purposes only if i~ articles of organization 
. (referred to iri this section as its ''articles"), as defined in 
. (b). below, limit the purposes ofstich organization to one 
. or more exempt purposes; and do tiot expressly empower . 
the. <>rganization to engage, otherwise than · as · an insub-
stantial part of its activities, · in activities which ·in. them-
selves are ~ot in furtherance of one or more exempt · 

· · • purposes. 

2. In meeting~ the organizational test, the organiza-
tioq's purposes, as stated in its .articles, may be as broad 

. as, or more specific than, the purposes stated)n Section 
9{b). Therefore, an organization which, by the terms of its 

· articles, is formed "for literary and scientific purposes 
wi~hin the meaning of Section 9(b) of the Sales and Use 
Tax Act,"· shall, it'it otherwise meet~ t_he requirements in . 

Supp. 8-1~03 . 
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' . . \ .. . ·. 
this section, be considered to have met the organizational 
te~t. 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 ), and 
exempt -from taxation under Section 9" are suffici~nt _ for 
purposes of the organizational test. Moreover, it is suffi. 
dent if the articles set forth the purpose of the_ organiza-
tion to be the operation of· a school for ad\llt education 

(c)Authoriztitia i of legislative or political a tiilities. · An ·· 

. o_ r-ganizatio. "_ - i-s n?~1 

[ •. orga~ized- exclusively for -_ n~ or mo-re _ exempt purposes if its articles expressly empowe .it; - ·. 
- -· - I - --

- L To devot ; more than an insubstantia part of its 
· activities to. attewpting to influence legislati · by propa- · 

· and describe in detail the manner of the operation of such 
_school. In addition, if the articles state that the organiza-
tion is formed for "charitable purposes," such articles 
ordinarily shall be sufficient for purposes-of the organiza-
tional test (See ( e) above for rules relating to construction 
of terms). · 

3. An organization is not organized exclumveJy for one 
or more exempt.purposesif its articles expressly empower 
it to carry on, otherwise than -as an insubstantial part of its 
activities, activities which are not in furtherance of one or 
_ more exempt purposes, even though such -organization is· --
by the terms of such ·articles,· created for a purpose that is 

_ no broader than the purposes specified in Section 9(b ). 
Thus, an organization · that is empowered -by its articles,· 
uto engage in a manufacturing business,"_or<'to engage in 
the operation of a social club," does not meet. the organi- _-
zational test regardless of the fact that its articl~ may 

_ state that such organization is created "for _ charitable· 
purposes within the meaning of Section 9(b) of the New 
Jersey Sales and Use tax Act." · 

. .. ' . . . 
4. In no case shall an organization be considered to be. _ 

organized exclµsively for one or more exempt purposes if, 
by the terms of its articles, the purposes for which such 
organization is created are broader· than the purpose 
specified in Section 9(b ). The fact that the act_ual_ opera-
tions of such an organization have been exclusively in 
furtherance ofone or more exempt purposes shall _not qe 
~ufficient to permit the organization to meet the organiza-
tional 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 operate only· -
in furtherance of one or more exempt purposes. · 
- 5. An organization, in.order to establish its exemption, · 

- may . be required to_ submit a \ detailed statement ofits 
proposed activities with and as part of its application for 
· exemption. · 

. . . . . ,· 

6 .. - An organization should submit -a copy of its Section - _ 
501(c)(3} detetmination letter_ or ruling isi;ued by the·-

.. Internal Revenue Service as prima fac;ie evidence of 
·- exemption under Sections 9(b)(l) or 9(b)(2) of the Sales 

and Use Tax Act. A Federal exemption granted under 
Section 501(c)(4) or anot.hersection of the lnternarReve-
nue Code is not a basis for exemption under the Sales and 
Use Tax Act. · 

(b) Articles of organiiation. For purposes 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- • 
Ziltion is created. · · · 

-_ ganda or otherwwe;. or _ _ - _ - . __ 

2. Directly Of! indirectly to participate in, · r intervene . -
-in (incl~~ing thel~u?lishing or distributin~ of_ tate_~ents), 

any political campaign on behalf of or m o pos1t10n to 
· - any candidate fof ! public office; or . · _ , -- . 

3. To have o~jectives and to eng~ge in act vities which 
cl)-_aracteriz~ it , 1 i an "action•: or-ganiza~ion defined in 
NJ.AC. 18.2~ ~(c) (Operational test), 
. . . . I . 

4'. The termsl used in (c)l, 2 and 3 sh U have the 
::;ings provid~d in N.J.A.C. 18:2~9.4(c) perational 

( d) Distribution +~ assets on dissolution. rganization 
is not organized exclusively for one or more xempt pur-

-poses unl~ss ~ts as~¢ts are ~edicated ~6 an exe -- pt purpose. 
-- An orgamzat1on's _ ~ets wdl be_ considered ded catei:1 to an 
exempt purpose, fbr example, if, upon disso ution, _such _ 
ass~ts would, by rf5?n of a provision_in_the o ganization'~ 
articles ot by ope~~tton of law, be d1stnbuted for one or 
more. exempt pul'J)~es, or to the Federal gove ent, or -to --
a st_ate or local go~emment; for_ a public purp , or would 
·_?e distributed_ by a f~ur_t to?mother organizatio to used 
m such manner- a :m- the Judgment of the co l"t wdl best_ 

· ac_complish the geqeral purposes for which t e di~lved 
organization was O~fan~ed. Ho~e~er, an_ org _ ·zation does 
not meet the orga izat1onal test if 1ts articles o .the law of 
the state in whic ! it was created provide th t its assets -- · 
would, U:pori disso ~tion, be distributed to its embers or 

_ shareholders. · i - · 

- - I -
( e) Construction t?/ teims, 

· an organjzation is - ~eated shall be controlling · construing 
the tenns ofits adcles. However1 any orga · tion which 
contends _that suchiit-enns have under· state Jaw a diffi-er-ent 
meaning from thei \generally accepted meaning must estab-
lish such special m ;aning by. clear arid convinci g reference 
to relevant ·_ cou_rt. d~cisions, opinions of the st te attorney 
general, or other e ,dence -of appli~able state. la · 

- . . I - - -
Amended by R 1993 d; · 13. effective July 6, 1993. 
See: 25 N.J.R. 1486(a) j25 N.J.R. 2899(c). 
_Amended by R.1998 d. • 8, effective June 1, 1998. _ 
See: .30 N.J.R 1206(b ci:O N.J.R. 2070(b). · ' 

In (a)5, inade submi,'l"ion ofstatements optipnal requi ment .in lieu 
of a mandatory requjriement; _and in (c), substituted ref~rences to _ 
N.J.A.C. 18:24-9.4(c). ~r-references_ to_ N.J.A.C.18:24-8.9 c) ID 3 and 4. 
Amended by R.2003 d. 1 '48, ~ffective August 18, 2003. - . _ 
See: -35 N.J:R. 2165(a,/35 N.J.R. 3848(a). . · _- . _ · -
_ In (a), substituted ",e) above" for "subsection (e) oft is section" in 

the last sentence of -~ and' subs!ituted "Sect!on 9~ )'_' f~r "Section · 
9(b)(J )" throughout 2 Jtrough 4; ID (a)6, substituted ·• cttons 9(b)(l) or 9(b)(2)" for "Sectio · 9(b)(l)". · · 
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18:24-9.4 Operational test ii. Secondly, . it advocates, or campaigns for, . the 
(a) Primary activiiies. A nonprofit organization is consid~ attainment of such tnain or primary objective or objec~ 

ered to be operating exclusively for an exeinpt purpose only tives · as distiqguished from engaging in nonpartisan 
· an_. alysis, study; or research and ma_. king_ the results if it engages primarily in activities which accomplish one or 

more of the. exempt purposes specified in Section ~(b ). An ·· thereof available to the public:._ In detennining whether . · 
organizationwiUnot be so regarded if more than an insub- ari, organization has such characteristics, all. the sur-
stantial part o_. f •. its activities · is not in furtherance : of an rounding facts and cµ-cumStances,. inclµdiilg the articles. 

and all •. activities of the org~ization, are to .be consid~ .. exempt purpose. ered; . 

(b) Distribution ofeamings. An organization is not aper- Amended by R.1998 d.288, effecti~e June 1, 1998. 
ated exclusively for one or more exelllpt pµ,rposes if its net see: 30 N.J.R. J206(b), 30 N.J.R. 2070(b). . ·. 
earnings inure in whole or in part to the benefit of private · .. Amen.ded by R2003 d.348, effective August 1s; 2003. · 
sharehold __ ers _or individuals. (For_ t_he. definition of the __ · ·.· ,See: 35 N:J.R,. 2165(a), 35 N.J.R 3848(a). - . 

· · In (_a),.sub$tjtuted "9(b)" for_ "9(b)(l )": words "private shareholder · or individuar' ·_see . • Section 8.5 
(Definition) of. this Chapter). - lS:~~S Specific purposes exempt 

(c) "Action''(,)rganizations. (a) An organizatiQri may be exempt as an organization 
. . 

1. _. An organization· is not operated exclu~ively for one 
or more exempt purposes if it is an "action" organizatio~ 
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 propagancla or otherwise. For this purpose, 
an organization will be regarded as attempting to Jnflu.~ 
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 
_ action 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 f£til. to meet the 
operational test merely because it advocates, as an insub- . 
stantial .part of its activities, the adoption or rejection of 
legislation. · · 

described in Section 9(b )(1) or 9(b)(2) .if it is organized and · 
operated exclusively for one or tnore of the following pur~ 
pos~s; 

L Religious; • 
2. . Charitable; 

3. Scientific; 

_4. Testing for public safety; 

5; Literary; 

6. Educational; or . 

· 7. Prevention ofcruelty to• children or. animals. 

(b) Since. each of the purposes specified in subsection (a) 
of this Section is an exempt purpose in itself, an organiza-
tion may be exempt if it is organized and operated exclusive- -
ly for any one or niore of such purposes. If, in fact, an 

. organization is organized and operated exclusively fot an 
~empt purp()se or purpases, exemption will be granted to 
such an organization reg_a_rdless of the purpose.or purposes 3. An organization is an "action" organization .if it • · · • · d' - 1 . d"· 1 . specified in its application for exemption. For example, if Part1c1pates or_ mtervenes, · 1rect y or m 1rect y, m any · · an organizatipri chums exemption oil the ground that . it is Political campaign on behalf of_ or in opposition to any_ . ·· · -"educational", exemption will not be denied if, in fact, it is 

candidate for public office.. The term "candidate for "charitable". · · · 
public office" means an individual who offers himseif, or .· ·.· ·. · · . · - · 
is proposed by others, as a contestant for an elective - Amended by R1998 d.288, effective June 1, 1998. 
public office, whether such office be -11ational, state or . - See: 30 N.J.R: l206(b);,30 N.J;R,. 2070(b) .. - · - _ • In (a)4_ ·, su_bstitut_ eel _"i,o_ r'; _fo. r 1'a_iid_ ":. _ .· . . local. Activities Which constitute participation or inter- -· Amended by R:2003 d.348, effective August.18, 2003. 
ventionin a: political campaign on behalf of or in opposi- see: 3, NJ:R: 216S(a), 35 NJ.R .. 3848(a) .. · .· . _ . 
tion to a candidate include, _but .are not limited to, the In. (a), ·insert_ed "or 9(b)(2)" ·roliowiilg "9(b)(1)" in the iptroductory 
publication or distribution of written or printed state- · paragraph. · 
ments or the making of oral statement$ on behalf of or in 
opposition to such a candidate. · - · · · · 

. . 

4. An organization is an "action".organizatjon·if it has 
the following. two characteristics: . -

i: First, its main or primary objective -or objectives. 
( as distinguished from• its incidental or sec:9ndary objec- . · 
tives) may be attained 011ly. by legislation. or a. defeat. of 
proposed legislation; arid · · 

18:24-9~6 Exemptorganiiations _must serve public interest 
An·_ organization i~ noi organized or. operated exclusively 

for one or more qf the purposes specified in N.J.A,.C. 
18:24'.-9.5 ·(Specific· purposes· e:xempt) 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 establistithat it is not organized or operated for the 
benefit of private iltterests su,ch as designated individµa:ls, 
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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. I 998 d.288, effective June 1. 1998; 
See: 30 N.J.R. l206(b), 30 N.J.R. 2070(b) .. 

Substituted a reference to N.J.A.C. 18:24-9.5 for a reference to 
N.J.A.C. 18:24-8.10 in the first sentence, and neutralized a gender 
reference. 

18:24-9. 7 · "Charitable" defined 
(a) The term "charitable" is used in Section 9(b)(l) in its 

generally accepted legal sense and is, therefore, not to be 
construed as limited by the separate enumeration in Section 
9(b )(1) of other tax exempt purposes which may fall within 
the broad outlines of ''charity" as developed by judicial 
decisions. 

(b) The term includes: 
1. Relief of the poor and distressed or .of the under-• 

privileged; · 

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

ments, or works; 
5. Lessening of the burdens of Government; 
6. Promotion of social welfare by the organization's 

purposes, o.r lessening. neighborhood tensions; 
7. Elimination of prejudice and discrimination; 
8. I:>efense of human and civil rights secured by law; 
9. The combat of community deterioration and juve-

nile delinquency. 

(c) The fact that an organization which is organized .and 
operated for the relief of indigent persons may receive 
voluntary.· contributions from the persons intended to be 
re.lieved will 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 
acceptance of its views. does not preclude such organization 
from qualifying under Section 9(b )(1) 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). 

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

In (d), substituted a reference to N.J.A.C. l8:24-9.4(c) for a refer-
ence to N.J.A.C. 18:24-8.9(c). 

18:24-9.8 "Educational" defined 
(a) The term "educational", as used in Section 9(b)(l), 

relates to: 

. ' . 

1. the instr ction or training ofthe indiv'dual for the 
purpose of imptbving or developing his ca abilities; or 

2. The instrJ~tion of the public on subje ts useful to 
the individual ~nd beneficial to the com unity. An 

. organization maY, be educational even· though it. advocates 
a particular posil~ion or viewpoint so long as t presents a 
sufficiently full ~nd fair exposition of the p rtinent facts 
as to permit ah individual or the public to form an 
independent · opinion or conclusion. An or anization is 
not educational lif its principal function is th mere pre-
sentation of unsl!lpported opinion. . 

(b) Examples ofl ~ducational organizations. T e following 
are examples· of or1ganizations which, if they ot erwise · meet 
the re. quir. e.me·n.ts. 01:fl i this Se.ction, are educa·. tiona : · 

Example ( 1 ): \An organization, such as a primary· or 
secondary schtjol, or college, or a professi9nal or trade 
school, which lhas a regularly enrolled bod~ of students 
in atte·.· ndan. ce. ~. t p. l·.a .. ce wh. ere the educat.io~al ac.tivi. ties are regularly c~rned on. · 
Example (2): · 

1 
organization which prese ts a course 

of instruction ~y means of correspondence or through 
-the utilization bf television or radio; 
Example (3): ~useums, :zoos, planetarium, symphony 
orchestras, an , other similar organizations. 
Example (4): l-\n organization Whose acti ities consist 
of developing in youth, ideals of honesty, 1 yalty, cour-
age; reverenc9i or knowledge of the. world in which we 
live. Organizations which meet these r quirements 
include, but ~te not limited . to, the Boy couts, Girl 
Scouts and 4-H Clubs. 

Amended by R.1998 dlks, effective June 1,)998. 
See: 30 N.J.R. 1206(b~\JO N.J.R. 2070(b). 

18:24-9.9 "TestiJ~ for public safety" defined 
The . term "testi~g for public safety", as use in Section 

9(b)(l), includes t~e ·resting· of consumer prod cts, such as 
electrical productsJ i to determine whether they· are safe for 
use by the general hublic. 

18:24-9.10 "ScieJtitic" defined 
(a) Since an or~~nization may meet the req irements of 

Section 9(b)(l) otily if it serves a public ra her than a 
private interest, a I hcientific'' organization m st be orga-
nized and operate~ in the public interest. (see subsections 
(b) and ( c) of this 1 Section). Therefore, the t rm "scienti-

fic",. as use. d in Sebi.·•.tion 9.(b)(.1) in. clu•d··es .th .. e ca .ry· ing on .of.· scientific research 1.n the public interest .. · Re earch when 
taken alone is a . tord with various meanings; it is not 
synonymous with r1scientific", and the nature Ir particular 
research depends 

1

~pon the purpose which it erves.. For 
research to be "scientific", within the meanin of Section 
9(b)(1 ), it must be !tarried on in furtherance of "scientific" 
purpose. The . d9termination as to whether research is 
"scientific" does n~t dep.end on whether such research is 

II 
classified as "fundamental" or "'basic" as contrasted with 
"applied" or "prac 1 jcal". 
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(b) Scientific research does not include activities of a type 
ordinarily carried on as an incident to commercial or indus-
trial operations, as, for example, the ordinary testing or , 
designing Or construction of equipment, buildings, and simi-
lar structures. 

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

1. If results of such research (including any patents, 
copyrights, processes, or formulae resulting from such 
research) are made available to the public on a nondis-
criminatory basis; 

2. If such research is performed for the United States 
or any ofits agencies or instrumentalities, orJor a state or 
political subdivision. thereof; or 

3. If such research is directed toward benefiting the 
public. The following are examples of scientific research 
which will be considered as directed toward benefiting the 
public, and, therefore, which will be regarded as carried 
on in the public interest: 

Example (1): Scientific research carried on for the 
purpose of aiding in the scientific education of college 
or university students; 
Example (2): Scientific research carried on for the 
purpose of obtaining scientific information which is 
published in a treatise, thesis, trade publication, or in. 
any other form that is available to the interested public; 
Example (3): Scientific research carried on for the 
purpose of discovering a cure for a disease; or 
Example (4): Scientific research carried on for the 
purpose of aiding a community or geographical area by 
attracting new industry to the community or area or by 
encouraging the development of, or retention of, an 
industry in the community or area. Scientific research 
described in this paragraph will be regarded as carried 
on in the public interest even though such research is 
performed pursuant to a contract or agreement under 
which the sponsor or sponsors of the research have the 
right to obtain ownership or control of any patents, 
copyrights, processes, or · formulae resulting from such 
research. 

( d) An organization will not be regarded as organized 
and operated for the purpose of carrying on scientific 
research ·in the public interest and consequently wiU· not 
qualify under Section 9(b)(l) as a "scientific" organization, 
if: . 

1. Such organization will perform research only for 
persons which are (directly or indirectly) its creators and 
which are not described in Section 9(b)(l); or 

2, Such organization retains, directly or indirectly; the 
ownership or control of more than an insubstantial por-
tion of the patents, copyrights, processes, or formulae 
resulting from its research and does not make su~h pat-
ents, copyrights, processes, or formulae available to the 

,i 

18:24--9.11 

public. For purposes of this Section a patent, copyright, 
process, or formula shall be considered as made available 
to the public if such patent, copyright, process or formula 
is· made available to. the public. on a nondiscriminatory 
basis. In addition, although one person is granted the 
exclusive right to. the use of a patent, copyright, process, 
or formula such patent, copyright, process, or formula 
shall be considered as made available to the public if the 
granting of such exclusive right is the only practicable 
manner in which the patent, copyright, process, or formu-
la can be utilized to benefit the public. 

( e) The fact that any organization (induding a college, 
university; or hospital) carries on research which is not in 
furtherance· of an exempt purpose described in Section 
9(b)(l) will not preclude such organization from me~ting 
the requirements of Section 9(b )(1) 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.ll Organizations carrying on trade or business 
(a) An organization may meet the requirements of Sec-

tion 9(b) although it operates a trade· or business as a 
substantial part of its activities, if the operation of such 
trade or business is ··.in furtherance of the organization's 
exempt purpose or purposes and if the organization is · not 

. organized or operated for the primary purpose of carrying 
on an unrelated trade or business. 

(b) In determining the existence·. or nonexistence of such 
primary purpose, all circumstances must be considered, 
including the size and extenLof the trade or business and 
the size and extent of the activities which are in furtherance 
_of one or more exempt purposes. 

(c) An organization which is organized and operated for 
the primary purpose of carrying on an unrelated trade or 

· business is not exempt under Section 9(b) even though it 
may have certain exempt purposes, its property is held in 
common, and its profits do · not inure to the benefit of 
individual members of the organization. 

. (d) Any sale, amusement charge, use or occupancy by an 
exempt organization, in the course of a trade or business in 
substantial competition with privately operated nonexempt 
business entities, is not directly related to the purposes of 

· the exempt organization; Except as specifically exempted in 
N.J.S.A. 54:32B-9(e) and (f), such anorganization 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: 

i. From a shop or store operated by such organiza-
tion except as provided in ( e) below; 
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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 
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 proeeeds 
inure to the benefit of the exempt organization. Nothing 
in this paragraph shall be construed as exempting sales 
that are subject to sales and use taxes under (d)l above or 
N.J.S.A. 54:32B-9(f)(2). 

Example l: The operation of a booth selling sandwiches 
and soft drinks at a state fair for two. weeks a year is an 
activity ofrelatively short duration and that is not held on a 
regular basis during the · calendar year. The exempt organi-
zation is not required to collect sales tax on the sandwiches 
and '80ft 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 indudes any 
place or establishment from which goods are sold with a 
degree of regularity, frequency and continuity: 

. =· . . . . . . ..· . . . 

(e) A shop or store operated by· an exempt organization 
is not required to collect sales tax on donated merchandise 
if at least 75 percent of its merchandise is donated and . at 
least 75 percent of the work to carry on the store business is 

· performed by volunteers. · · 

Amended by R.198.'i d.44, effective February 19, 1985: · 
See: 16 N.J.R, 3298(b), 17 N.J.R. 480(a). 

. (d)t-2 added. . .. . . . .. 
Amended by R.1991 d.577, effective December 2; 1991. 
See: 23 N.J.R. 2005(1i), 23 N.J.R. 36.'i4(b). 

Revised (d) and (d)I; 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); 30N.J.R. 2070(b). . . . .. 
Amended by.R.2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 2165(a), 35 N.J.R. 3848(a). . . 

In (a) and (c), substituted "9(b)" for "9(b)(I)"; in (d)li, inserted 
"except as provided. in(¢) bel<>W" following "organization"; added (e). 

18:24-9.12 . Sales of meals and rental of .-ooms to exempt 
. organizations . . 
(a) Receipts from the s.ale to exempt organizations of 

food arid · drink in or · by · restaurants, taverns or other estab-
lishments . in the · State, or by caterers, including . in the 
amount of such. receipts any cover, minimum, entertainment 
or other charge made to>patrons or customers, and rental of 
rooms to exempt. organizations in a hotel shall be treated in 
the following manner: 

i 

1. Whenever there is such a sale of food r drink, the 
. I . . 
vendor shall ch 

1
rge aild collect the sales ax . thereon 

unless an orga tion furnishes the vendor · ith a valid 
properly executJd exempt organization certi cate (form 
ST-5) whach has! ~he .name, address and regis ration num-
ber of the exem"t organization imprinted o the certifi-
cate b. y th. e DiviJ~.o.n 9f Taxation along with. t e signature 
of the Director; l • .. ·. 

·. I . . ·. 
2. Whenever jthere is a room occupanc , the hotel 

. shall charge an j collect the sales tax thereo unless an 
organization fuj shes the vendor with a v · • d properly 
ex~cuted exem~t · organization certi~cate. ( orm ST-5) 
which has tile ntme, address and registraho number of 
the exempt orga'.bizatiori imprinted O:n · the c rtificate by 
the Division of Taxation along with the . sign ture of the 
Director; I i ·. 

3. In all case~, the exempt organization ust pay the 
bill. with orgariizktional funds .and. the orga · ation must 
hold a valid exe1))t organization certificate, w · · ch is a tax 
immunity author*ation, as of the date of the transaction; 

. 4. Any orgaJ~ation. holding a valid exem t organiza-
tion certificate, ~~ich has paid the sales tax · accordance . 
with the foregol~g procedure, may apply . the New . · 
Jersey Division 1f. Taxation for a ret'Qnd of t e tax _if all 

the. ·.cha. rg~s. ~n .±•· •~h th. e t~ w~s. calc. ulated ere paid by the orgaruzataon : mg orgaruzat1onal funds. 
, I . • 

. . . I .. . . . . 

Amended by R.1976 d. 90, effective June 21, 1976. ·· 
See; 8 N.J.R. 356(e). i · · . . 

·. Am¢nded by R.1977 di :C), effective February 31 1977. . ·· · .. 
See: 9 N.J.R. 44(b), 9 fi!.J.R 147(b). . . . · . 

. Amended by R.1993 d.~13, effective July 6, 1993.. · 
See: 25 N.J.R. 1486(a);,25 NJ.R. 2899(c). . .· . 
Am~nded by R.2003 d.~48, effoctive August 18, 2003'. . . · ·. 
See. 35 N.J.R. 2165(a)r\35 N.J.R._ 3848(a): . . . . . ·. 

In (a)l and (a)2, dele~ed ''holding a vahd exempt organ zat1on permit 
(fonn ST .,.SA)" follow]· 'g "unless an. organization;'; in (a , substituted 
"certificate,.which is a ,ax immunity authorization," for 'permit (form 
ST_;SA)"; in(a)4, sub t!tuted ••~rti~cate" for "permit (r rm ST;,.5A)". 

18:24,;.9.13 Stude • organazatmn purchases · 

(a) Stud.ent orgJ~zations within a school e empt from . 
tax under N.J.s.A.l(s4:32B-9(a) or (b) may be considered 
integral component~ of the school and may male tax exempt 
purchases fo~ .educ~~i~~al purposes, _including . hool spon-
sored fundra1smg act1v1t1es and functions, and ev nts such as 
proms and similar ,ctivities, provided: 

1. . The event I pr activity is sanctioned an supervised 
by the board o~ education, school district or school 
administration; j ; 

2. Payment iithe form of a check or vouc er is made 
from a school, school district, or board o education 
account, includin a student activities account maintained 
under the auspi ;es of. the school and/or. th board of 
education; and ' 
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3. Documentation is provided to the vendor to prop-
erly evidence the ta,- exempt purchase. The only accept-
able documentation for private schools is a copy of a valid 
ST-5 Exempt Organization Certificate. New Jersey pub-
lic schools are New Jersey government entities and as 
such 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) School affiliated teacher organizations and parent 
organizations that do not qualify · as specifically exempted 
parent-teacher associations and organizations, student orga-
nizations not sponsored by the school, and other school 
support groups· such as booster clubs and class alumni 
associations are not considered integral components of the 
school. They are deemed . to be separate legal entities · and 
may not use the school's tax exempt documentation to make 
tax exempt purchases. Such organizations may apply for and 
receive exempt organization certificates, if qualified for 
exemption under N.J.S,A 54:32B-9(b)(l) of the Sales and 
Use Tax Act. 

New Rule, R.1995 d.133, effective March 6, 1995. 
See: 26 N.J.R. 4977(a), 27 NJ.R. 936(a). 
Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 2l65(a), 35 N.J.R. .3848(a). . 

In (b ), substituted "certificates" for "permits" following ''exempt 
organization" in the third sentence . 

SUBCHAPTER 10. ISSUANCE AND ACCEPTANCE 
OF EXEMPTION CERTIFICATES 

18:24-10.1 Scope of Subchapter 
This Subchapter shall govern the issuance and acceptance 

of any official form of the Division of Taxation, .the proper 
use of which entitles the issuer to an exemption from sales 
or use taxes. 

18:24-10.2 General requirements 

(a) A vendor of taxable goods, services, amusement 
charges or occupancies is required to collect any tax im0 

posed by the Sales and Use Tax Act (NJ.S.A. 54:32B-1 et 
seq.), unless the vendor shall have taken from the purchaser 
a certificate, signed by the purchaser and bearing his name, 
address and certificate of authority number, to the effect 
that the goods, services, amusement charges or occupancies 
purchased are not subject to the sales or use tax by virtue of 
a statutory exemption set forth in such certificate. 

(b) · In . the case of an exempt organization certificate 
(form ST-5), a vendor may accept a copy of form ST-5 
which has the name, address and registration number of the 
exempt organization impdnted on the certificate 1by the 
Division of Taxation, along. with the signature of the Di-

18:24-10.4 

rector. Ori and after July 1, 1976, only certificates issued in 
accordance with this subsection shall be valid. 

As amended, R.1976 d.62, effective February 27, 1976. 
See: 8 N.J.R. 87(b), 8 N.J.R. 209(a). 
Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 

18:24-10.3 Responsibility 
A seller 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 

transportation including repair and replacement parts held not to apply 
to bus repair seivices. Body.:..Rite Repair Co. v. Director, Div. · of 
Taxation, 89 NJ. 540, 446 A.2d 515 (1982). · 

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

Seller not absolved of liability for sales tax by good faith. J.R. 
Corelli Associates, Inc. v. Director, Div. of Taxation, 14 NJ.Tax 160 
(A.D.1993). 

Taxpayer who accepted ICC exemption certificates .in good faith not 
liable for collection of sales tax. J.R. Corelli Associates, lnc. v. 
Director, Div .. of Taxation, ll NJ.Tax 584 (1991), reversed 14 NJ.Tax 
160 ... 

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 a~ an improvement to real property. Elbert Lively & 
Co., Inc. v. Director, Div. of Taxation, 5 N.J.Tax 431 (Tax Ct.1983). 

18:24-10.4 Acceptance in good faith 
(a) An exemption certificate to be accepted in good faith 

must contain no statement or entry which the seller or lessor 
knows, or has reason to know, is false or misleading. 

(b) A seller or lessor is presumed to be familiar with the 
law and rules regarding the business in which he deals. 

(c) In general, a seller or lessor who accepts an exemp-
tion certificate it1 "good faith" is relieved of liability for 
collection or payment of tax upon transactions 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. 

Amended by R.1974 d.244, effective August 30, 1974. 
See: 6 N.J.R. 326(a), 6 N.J.R. 414(e). 

Case Notes 
Receipt . of tax exemption certificate from buyer; liability for .sales 

tax. J.R. Corelli Associates, lnc. v. Director, Div. of.Taxation, 14 
N.J.Tax 160 (A.D.1993). 

Seller not absolved of liability for sales tax by good faith. J.R. 
Corelli Associates, Inc. v. Director, Div. ofTaxation, 14 NJ.Tax 160 
(A.D.1993). 

24-39 Supp. 9-2-03 
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Taxpayer, by acquiring and installing property used .in transaction, 
exercised such power and control over property so as to constitute use 
of the property within the meaning of the Sales and Use Tax Act; 
taxpayer not entitled to rely on customers' certificates of. exemption; 
taxpayer's sale and installation of hydraulic deck level held not exempt 
from sales tax as an improvement to real property. Elbert Lively & 
Co., Inc. v. Director, Div. of Taxation. 5 NJ.Tax 431 (Tax Ct.1983). 

18:24-10.S Disclosure of proper exemption basis 
(a) In order for a certificate to disclose a proper basis for 

exemption it must meet the foUowing requirements: 
1. The certificate must be an officially promulgated 

certificate form or a substantial and proper reproduction 
thereof. 

2. The certificate must be dated and executed in 
accordance with the instructions published for use there-
with and must be complete and regular in every respect. 

3. The certificate must state a proper basis for the 
exemption. 

4. The vendor must have no reason to believe that the 
property to· be purchased is of a type not. ordinarily used 
in the purchaser's business for the purposes described in 
the certificate. 

5. Where a seUer or lessor has accepted a blanket 
certificate, each transaction between the parties is consid-
ered a separate claim for exemption thereunder, and the 
seller or lessor must therefore exercise good faith in each 
such transaction in order to avoid liability for the tax. 

Amended by R.1974 d.244, effective August 30, 1974. 
See: 6 N.J.R. 326(a), 6 N.J.R. 414(e). 

Case Notes 
Receipt of tax exemption certificate from buyer; liability for sales 

tax. J.R. Corelli Associates, Inc. v. Director, .Div. of Taxation, 14 
NJ.Tax 160 (A.D.1993). ' 

Seller not absolved of liability for sales tax by good faith. J. R. 
Corelli Associates, Inc. v. Director, Div. of Taxation, 14 NJ.Tax 160 
(A.D.1993). 

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). 

18:24-10~6 Acceptance of exemption certilicates; 
conditions, retention and inspection; use of 
resale certificates by out-of-State vendors 

(a) All certificates whether single purchase or blanket, 
accepted in good faith by a vendor as a basis for exemption 
from any tax imposed by the Sales and Use Tax Act 
(N.J.S.A. 54:32B-l et seq.) shall be retained by said vendor 
for a period of not· less than four years from the date of the 
last use of such certificate as a basis for exemption. 

(b) The certificate must be in the physical possession. of 
the seller or lessor, and available for appropriate inspection, 
on or before the 60th day following the date of the transac-
tion to which the certificate relates. 

11 
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(c) Where a ce ~ificate is not . made availabl for inspec-
tion on or before that time, the seller or lessor ust provide 
to the satisfactiori ! of the Director, by means of evidence 
other than certifiJation of the purchases, tha the sale or 
l . . .11 • f ease m question 1s, m act, exempt. 

I 
(d) · Whenever tqe sale for resale exemption s claimed by . 

an unregistered Jut-of-State vendor, either he properly 
completed and exdbuted resale certificate.of an ther state or 
a D. ivision,approv.bl ;d. multi-jurisdictiona .. l re.sal . certifica.te, 
including· evidence that the purchaser is a licens d vendor in 
one or more jurisdictions, accepted in good aith by the 
seller, is de .. emed e11vidence of exemption, unless t.he perso.·n 
to whom the sale was made and who issued t e certificate 
was required to b : registered in New Jersey u der N.J.S.A. 
54:32B-2(i) at the I time of sale, or the person o. whom the 
sale was made took delivery of the property at the sale 
location in New Je~sey. Ifthe person to whom the sale was 
made was not reqJired to be registered in New ersey at the 
time of sale,• and ];n fact was not registered, .ut did take 
delivery of· the tangible personal property at t e sale · loca-
tion in New Jerse~, the only acceptable eviden e of exemp-
tion is a New Jer,fy resale certificate for non New Jersey 
vendors, accepted in good faith by the seUer. 

i, 
( e) In the abse1pe of such proof the transa tion will be 

deemed taxable ancl assessed as such. · . . I 
Amended by R.1995 dl267, effective June 5, I 995. 
See: 27 N.J,R. 474(a),l 27 N.J.R. 2250(b). 

In (c) added the provision governing unregistered vendors; and 
added (c)l and(c)2. I 
Amended by R.1998 d/288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b); 30NJ.R. 2070(b). 

In (a), increased t~e. required retention period from three to four 
years. . . I' 
Amended by R.1998 d\*40, effective September 8, 1998. 
See: 30 N.J.R. 1923(a)i 30 N.J.R. 3259(a). 

Rewrote the section! ' 
I 
!, 

I Case Notes 
Drop-shipment sale, ;wa,; two transactions; obligatio on seller to 

collect sales tax from ! customers; statutory exemption for sales for 
resal.e. Steelcase, Ind .. 

1

.
1
• v. Director, Div. of Taxation, 1 NJ;Tax 182 

(1993). : 
' 

18:24-10.7 (Rese#ed) 
Repealed by R.1993 d. 1313,.effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.fR. 2899(c). 

Section was "Penalty'1 for fraudulent issuance or accep ance of resale 
or exemption certificatr 

SUBCI-IAPTER li. OBLIGATION TO CO LECT 

AN.·· D·. P. AY ... i .• SALES TAX OR CO. MPJ··· NSATING USETAX i 

i Law Review 
Use tax collection dn Internet purchases: Should tlile mail order 

industry seive as a mo~:el? Steven J. Forte, 15 J. Marsha I J, Computer 
& Info. L. 203(1997)1 

i 
i' 

Supp. 9-2-03 24-40 
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. SALES AND. USE TAX ACT 18:24-ll.3 
. . . . ' . ' . . . 
. . .. ·. . ·. 

18:24-11.1 Vendor to collect tax 
(a) Every vendor of taxable goods and services required·. 

to collect any tax imposed by the Sales and Use Tax Act 
(N.J .S.A 54:32S:-1 et seq.) is obligated · under the law to . 
collect such tax commencing July 1, 1966, irrespective of 
whether .or not · he has received . a sales. tax certificate . of, 
authority: issued by the Division of Taxation under Section 
15 of the Act. · · · 

, , , 

(b) Fai)ure to receive a sales tax .certificate of authority 
shall not relieve a vendor of taxable goods and services from 
. the obligation to properly collect, remit and account for· the, 
said tax and to maintain complete records of all transactions 
in the manner provided by law: · 

Amendedby R.1998 d.288, effective June I; 1998; 
See: 30 N.J.R. 1206(b), 30 N.).R. 2070(b). 

In (a), substituted a reference to the Division of Taxation for a· 
reference to the Sales Tax Bureau. · · 

with the Director a monthly reinittance statement (form .. 
ST-5 l) and pay over an amount equal to its liability for .the .· 
month, Any payment due for the calendar months • of 
Marc;h; June, September or December sh~II be paid with the : . 
quarterly return filed for the quarter in which such month . · 
falls. . , . 

, , 

New Rule, R.1975 d.4, effectiveJam1ary 13, 1975. , 
See: 6 N.J.R. 494(b), 7 N.i.R. 77(a): . 
Amend~d by R.1996 d.4.i6, effective September 3, l996. 

.. see: 28 N.J.R. 3057(a), 28 NJ:R. 4Hl(a). 
Rewrote (b) . 

· 1s:2~11.J · filing of use tax returns by registered . 
iQdividuals and entities f!Ot operating as . 
vendors · · 

. ' . . . . . . ..·.· . 

(a). Every individual,· corporatiorit or unincorporated enti-' 
ty which is engaged in the conduct of any trade, business, . 

18:24-11.2, . Filing of moQthly remittance and qQarterly 
re.turns 

. profession or occupation within this State,. but which does . · 
· . . riot make sales subject to tax under the Sales and Use Tax> 

(a) All vendors required to collect and .. remit sales and 
use tax are required to file a quarterly r~turn (form ST-50) 
with the Division of Taxation on or before Ap'ril 20, 1975, 
and quarterly thereafter on or before the 20th day of the 
month following the quarter covered by the return. In 
calculating the amount of tax to be remitted to the Division · . 
of Taxation for the quarterly period, the vendor shall be 
entitled to a credit in the amount of tax remitted as monthly 
remittances for the months of the quarter covered by the · 
quarterly return. · 

(b) Effective July 1, 1996; with res~ect to sales arid use 
tax liabilities incurred oil and after· July· 1, 1996, every · 
vendor with liability exceeding $500.00 for the first. or 
second month of a· quarterly filing period· shall, on or before 
the 20th day of the month following each ·· such month, file 

Next Page is 24-43 

Act, N.J.S.A 54:328-1 ~t seq., or purchase tangible person-
. al property for>lease, shall pay compensating use tax; as 

required by N,J :S.A. 54:328-6, and file use tax returns. 
. according to the following procedures: · 

. . . . . 

· 1.. If the taxpayer'~ averag~ annual compensating use 
·. t~ · liability for · the previous three calendar . years ,was· 

. .· greater than $2;000;· taxpayer shall be · required to com-
plete and file a Sales and Use Tax Quarterly Return 
(forin ST-50) every quarter and pay any use tax due by ·• 

, • the· 20th of the month followjng the end .of the quarter in , 
which the liability was :incurred. Taxpayers filing Sales . 

· and Use Tax Quarterly Returns pursuant to this section, · 
whose use tax liability exceeds $500.00 for the first or 
second month of a quarter,: shall also, be subject ,to 
monthly filing and payment requirements in accordance· 
with N.J./\.C. 18:24-11.2(b). . . 
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2. If the taxpayer's average annual compensating use 
tax liability for the previous three calendar 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 Return (form ST-18B) 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 Annual Business Use Tax Return 
for any year in which no use tax liability was incurred. 

(b) This section shall be effective with respect to use tax 
liabilities incurred on or after January!; 1995. 

Example 1: Partnership .operating a fruit and vegetable 
stand sells no taxable items and is not required to collect 
and remit sales tax. The partnership paid its use tax liability 
of $26.00 in 1992, $210.00 in 1993, and $87.00 in 1994. It 
made a few purchases subject to use tax in 1995, and· its use 
tax liability for 1995 is $12.00. It must file an Annual 
Business Use Tax Return for 1995 by May 1, 1996. 

Example 2: Sole proprietor providing dressmaking, tailor-
ing, and clothing alteration service sells 110 taxable goods or 
services and is not required to collect and remit sales tax. 
The sole proprietor had no use tax liability in 1993 or 1995 
and paid its $45.00 use tax liability for 1994. During 1996 
the sole proprietor did not incur any use tax liability. 
Therefore, no Annual Business Use Tax Return is due for 
the 1996 calendar year. 

Example 3: Corporation providing professional medical 
services sells . no taxable goods or services and is not re-
quired to collect and remit sales tax. The corporation paid 
its use tax liability of $1,500 for 1993, $5,100 for 1994, and 
$2,300 for 1995. During 1996 it incurred no use tax liability 
in January, February, March, July, August, or September. 
It incurred use tax liability of $200.00 in April, $10.00 in 
May, $65.00 in June, $1,000 in October, $600:00 in Novem-
ber and $100.00 December; It must file a Sales and Use 
Tax Quarterly Return (ST-50) for each quarter, including 
those quarters when it incurred no use tax liability. Its 
second and fourth quarter returns should be accompanied 
by payments. It must also file monthly remittance state-
ments (ST-51) and pay monthly use tax due for the months 
of October and November. 

Example 4: Delaware corporation sells no taxable goods 
or services in New Jersey and is not required to collect New 
Jersey sales tax. The corporation does, however, purchase 
office equipment which it leases to New Jersey customers. 
Its use tax liability has been under $2,000 every year. It 
must nevertheless continue to file Sales and Use Tax Quars 
terly Returns (ST-50) in accordance with N.J.A.C. 
18:24-11.2 because it purchases property for lease and 
therefore is not eligible to file the Annual Business Use Tax 
Return. 

New Rule; R.1983 d.220, effective June 20, 1983. 
See: 15 N.J.R. 324(a), 15 N.J.R. 1039(b). 

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

18:24-12.3 

Section was ''Transitional provisions for increase in tax rate". 
New Rule, R.1996 d.217, effective May 6, 1996. 
See:· 28 N.J.R. 807(a), 28 N.J.R. 2403(a). 

SUBCHAPTER 12. RECEIPTS FROM THE SALE 
OF FOOD AND DRINK 

18:24-12.1 Scope of subchapter 
This subchapter will clarify the application of the New · 

Jersey Sales and Use Tax Act (N.J.S.A. 54:32B-1 et seq.) to 
the sale of food and drink in or by restaurants, taverns or 
other.establishments and caterers. 

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

18:24-12.2 Definitions 
The following words and terms when used in this sub-

chapter shall have the following meanings, unless the con-
. text clearly indicates otherwise. 

"Food stores" shall mean any establis:hment which is 
principally engaged in selling food or drink which is not 
prepared and ready to be eaten. Supermarkets, grocery 
stores, fish markets, produce markets, bakeries and meat 
markets are examples of the types of establishments consid-
ered to be food stores. When a department within food 
stores makes sales of food or drink which are subject to. tax, 
it must collect . the tax. For purposes of ·. these rules, stores 
which are principally engaged in selling food prepared and 
ready to be eaten are not food stores. 

"For consumption off the premises" shall mean that . the 
food.or drinkjs intended by the customer to be consumed at 
a place away from the vendor's premises. 

"For consumption· on the premises" shall mean ·that· the 
food or drink sold may be immediately consumed on the 
premises where the vendor conducts his business. 

1. In determining whether an. item of food is sold for 
immediate consumption, there shall be considered the 
customary consumption practices prevailing at the selling 
facility. 

' .. 

"Premises" shall mean the total space and facilities in or 
on which the vendor conducts his business, including, but 
not limited to, parking areM for the convenience of in-car. 
consumption, counter space, indoor or outdoor tables, 
chairs, benches and similar convenience. 

18:24-12.3 Receipts subject to sales tax 
(a) Sales tax is imposed on the receipts, including any 

cover, minimum, entertainm~nt or other charge, or the 
value of a coupon, from every sale of food and drink of any 

24-43 Supp. 8-18-03 
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nature sold in or by restaurants, taverns or other. establish-
ments in this State or by caterers: 

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 and consists of a meal, 
or of food prepared and ready to be 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, quant1t1es and 
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 
Cafcs 
Cafeterias 
Carry-out restaurants 
Caterers 
Chili parlors 
Dairy bars 
Delicatessens 
Diners 
Drive-in restaurants 

Fast food operators 
Food vendors in 
offices, factories.and 
other work places 
Hamburger and hoi 

dog stands 
Ice cream stands 
Lunch .bars, counters 

and rooms 
Luncheonettes 
Mall food courts 
Mobile vending 

operators 
Oyster and clam bars 

Pizzerias 
Restaurants 
Sandwich bars and 

shops 
Snack bars 
Soda fountains, juice 

bars 
Sports/entertainment 

arena food vendors 
Sushi bars 
Taverns, griUs and bars 
Wiener restaurant~ 

(c) The determination of whetherfood 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 similar 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: Afood 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. Food 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). 

I! . · · I . . · 
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4. Food or 6rink sold in an unheated lstate is not 
subject to tax wlien commonly sold in food stpres in bulk, 
by weight, by tlie dozen ( or part thereof) o! by volume 

(gall~n. •. quart,. et~.-)· ~or a.ff pre. mises co.~s. umpt ~n.. . . 
1; The exemption for food or dnnk pro 1ded m this 

paragraph dofs not include any item cl ssified as a 
cand. y . or confel i ctionary. or . carbonated sof drinks and 
beverages. ' 

5. Sales of hr'.ated and unheated food in ombination 
on plat.es or as. d. inners are . subject to t. ax n the total 
charge. , 

I 

Example: A ~ypermarket sells and arrang s cold cuts. 
on platters forl customers. The customer i charged by 
the pound for fold. cuts. Sales of this type are taxable. 

Example: A take-out establishment sells t n pieces of 
chicken, six rdns and one pound of potat salad · as a 
meal for threJ ! persons and charges one price for the 
package. A s~le of this type is t~able in fu l. 

1, . 

Amended by R..1993 d.~13, effective July 6, 1993. 
See: 25 N.J.R. 1486(a)~!25 NJ.R. 2899(c). 
Amended by R.1998 d.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(bi,;30 N.J.R. 2070(b). 

In (b), inserted a ref~;rence to Sushi Bars. 
Amended by R.2003 d.~48, effective August 18, 2003. . 
See: 35 N.J.R. 2165(a)\ 35 N.J.R. 3848(a). 

In (b), inserted "F<>pd vendors in offices, factories a d other work 
places" following "Fast! food operators", "Mall food co. rts" following 
"Luncheonettes", ", juice bars" following "Soda i untains" and 
"Sports/entertainment · arena food vendors" preceding "Sushi bars". 

.Case Notes 

Face value of nonre!mbursable coupons wa~ not taxa le as receipt 
from sale of food or tlrink. Burger King Corp. v. Dir[ctor, Div. of 
Taxation, 224 N.J.Supe~, 628,541 A.2d 241 (A.D.1988). 

I, . 
Face value of nonreimbursable "two for one" coupon. not "credit" 

subject t.o sales tax.. Bµ·'• .. rger King .. C. orp ... v. Dire. ct. or, Div··1I.· f T.axation, 9 NJ.Tax 251 (1987), affirmed 224 N.J.Super .. 628, 541 A.2 241. 

Ii · . 
18:24-12.4 Sales t~rough vending machines 

. Sales of food aJd drink through vending m chines are 
subject to sales t~; (See N.J.A.C. 18:24-,..16.1,. bt seq. and 
18:24-,..17.1, et seq.) I! . 

18:24-12.5 Receipts exempt from sales tax 

( a) The tax imp4~ed on the sale of food and . drink shall 
not apply to the following: 

1. Food and ~rink sold to an airline for c nsumption 
in flight; I 

2. Food or drink sold in an elementary o secondary 
school at a restaJtant or cafeteria located on t e premises 
of such schools; 

Supp. 8-18-0J 24-44 
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(b) See N.J,A.C. 18:24-9.12 regarding sales of food and 
·drink to exempt organizations. 

. . . ' . 

3. Food or drink sold to an enrolled post secondary 
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 a fraternity, sorority or eating. 
club operated in connection therewith; 

Amended by R.1990 d.74, effective.February S; 1990. 
See: 21 N.J.R. 1107(a), 22 NJ.R. 363(c) .. 

· ·. Added new exemption at (a)S, recodified 5-7 to 6:,-8. 
Amended by RJ993 d;Jl3, effective July 6, 1993.' 
See: 25 N.J.R, 1486(a), 25 N.J.R. 2899(c). 
Amended by R.1998 d288,. effective June 1, 1998. 

Example: A student Who has paid a semester charge 
· for room and board or board alone has enten::d into a 
contractual arrangement for food and drink: · .The ar-
rangement provides for· a fixed. number of meals . over 
the duration of the contract, which are served in desig-
nated areas. · The student is provided with identifica-
tion, which entitles · the student to be .se1ved meals. 

. This plan qualifies for the exclusion: 

4. · Food or drink sold to an enrolled post secondary' ·· 
school student who is not a participant in a student food 
plan as described in (a)4 above at a· restauran~, tavern or · · 
other establishment on the premises of the school· of his·· 
or her enrollment or in a fraternity, sorority or eating club 
operated in. connection therewith. A. student purchasing 
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 em-
ployees 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 con~ribu~, 
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 Cominunity Affairs to residents for -board,, shelter 
and.care. · · 

See: 30 N;J.R. 1206(b); 30 N.J.R. 2070(b). · . . .. 
In (a)6, substituted "employer;s'' for "employee's" preceding "conve- · 

· nience" in the first sentence. · 
. . . . . 

18:*U.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 ·the 
purchaser o~ 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 fee paid by E is 
subject to tax as a receipt from the sale of food · and 
drink. . . . 

(b) Sales of food, drink or service to employees through a . · 
cafeteria on an employer's·premises are subjectto the sales 
tax, except asprovidedin N.J.A.C. 18:24-14.3(a)6~ 

· .. Example: Einployer E 111aintains a cafeteria or restau-
rant on his premises for the purpose of selling f()()d and 
drink. to his employees. · The sale of the food and drink 
to the employees. is taxable: 

( c) (Reserved) 

(d) If a subsidy based on individual sales of food and 
drink is paid by an employer in addition to a gpecified 
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 dri.nk. to E's employees. E's .• 

employees will pay any amount due which exceeds the • · · 
$0.50 pl:lid 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 coll.ect . the tax on . receipts from either the.· 
employee, employer, or both. 

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

In (d), inserted "based on individual sales of food and drink" 
following "subsidy". 

18:~12.7 'Gratuities a11d service charges 
(a) Any.charge·made to a customer is.taxable as a receipt 

from the sale of food or drink unless:· 



18:24-12.7 

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 in· total to 
employees. 

SUBCHAPTER 13. TRASH REMOVAL SERVICE 

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

Trash 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 Trash removal service defined 
(a) Trash includes garbage or rubbish. 

(b) Removal includes only the operation of picking up 
and physically removing contained waste from the premises 
and .. does not include activities related to maintaining or 
servicing property or any processing of the waste product. 
Removal 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 include cir-
cumstances where: 

1. A private company 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. 
Amended byR.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. l486(a), 25 N.J.R. 2899(c). 

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

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

SUBCHAPTER 14. TAXABILITY OF HOSPITAL 
SALES AND SERVICES 

18:24-14.1 Hospital sales may be exempt. 
N.J.S.A. 54:32B-9(b)(l) permits a hospital which has 

qualified as an exempt organization to. make sales which are 
not subject to the sales · and use taxes · imposed under the 
New Jersey Sales and Use Tax Act. 

lEl'T. OF TREASURY 

I . 
18:24-14.2 TaxalJle hospital sales 

(a) The exempJion provided in N.JA.C. 8:24-14.1 is 
I, 

modified by N.J.S.A. 54:32B-9(c) which prov'des in part 
that the retail salb of tangible personal pro erty by· any 
shop or store oper~ted by such organization sh 11 be subject 
to the tax unless ~he purchaser is an exempt rganization. 

(b) In accordan~e with the foregoing, the i llowing are 
examples of taxable retail sales: 

I' 
1. Meals sotd!to visitors; 

2. Sales of.c1smetfos, candy, souvenirs an other simi-
lar merchandise. ·1 ·, 

Amended by R.1993 di3l3, effectiveJuly 6, 1993. 
See: 25 NJ.R. 1486(a), 25 N.J.R. 2899(c); 
Amended by R,2003 dj~48, effective August 18, 2003. 
See: 35 N.J.R. 2165(a)! 35 N.J.R. 3848(a). 

. 11 

18:24-14.3 Hospital sales specifically exempt 
(a) The followi~g sales by qualified hospit,als are .not 

considered retail sJtes subject to· the sales tax. T ese may be 
con~i.de. ~ed a guidd

1

. :to the. legislative intent wit respect to 
exemption: 

1. Drugs, mcllicines and meals furnished atients and 
consumed on th, :premises; · · 

2. Charges fq:r oxygen, blood plasma an blood ad-
ministered to patr~mts; . . . . . 

3. Dressings aµd bandages applied in the ~ospital; 

4. · Charges X-ray and radiation treatmfnts, braces, 
splints, casts, th9rapeutjc diets and intraveno s solutions 
furnished. patients; 

5. Charges f11r anesthesia supplies and la. ratory test; 
6. Meals sold. iin a cafeteria used exclusive y by hospi~ 

tal employees. I' , · 

As amended, R.1980 d,196, effective May 6, 1980. · 
See: 12 N.J.R. 219(a), ':2N.J.R. 354(d). 

SUBCHAPTER 1, •· TAXABILITY OF CE T AIN .- 11 

LINEN RENTALS 

18:24-,15.1 Adjust~ent of linen rental tax liabil~ty 
Pursuant to the provisions of the New Jersey Sales and 

1'. , - : I Use Tax Act, the t9~al charge for the furnishing by rental of 
laundered dust do~lls, mats, mops, industrial iper cloths, 
fender covers, bed linens, hospital linens, table l'nens, linen 
supply towels a.nd.1 i.other cloths may be adju. ted in the 
manner prescribed , in this subchapter to det rmine the 
portion thereof subJect to· the sales tax. 

. . . 1, 

Amended by R.1998 d,~8, effective June I, 1998. 
See: 30 N.J.R. l206(b)) 30 NJ.R. 2070(b). 

Supp. 8~18-03 24-46 Next P is 24-46.1 



SALES AND USE TAX ACT 18:24-15.2 
. . . 

0 
18:24-15.2 ·Reduction percentage of adjusted charge As ainended, R.1980 d.489, effective Nov.ember 6, 1980. 

The total charge for the furnishing of any product enu- See: 12 N.J.R. 619{a), 12 N.J.R. 729(b). 
merated in N.J.A.C. 18:24-15.1 may be reduced by 66 % 
percent of the total charge. · 

C) 

0 
Next Page . is 24-47 24-46.1 Supp. 8-18-03 -·· 



SALES AND USE TAX ACT 

Reference to N.J.A.C. 18:24-15.l added and reference to N.J.A.C. 
18:24-14.1 deleted. 

18:24-15.3 Tax computation; inclusion on invoice 
(a) The tax must be calculated at the rate of six percent 

on the adjusted charge as set forth in N.J.AC. 18:24-15,2. 

(b) The invoice given to the customer must show the total 
charge prior to the reduction, the percentage reduction and 
the net total charge subject to the sales tax. It must also 
contain a calculation showing a multiplication by .06 times 
the net charge to effectuate the imposition of . the five 
percent tax due. 

New Rule, R.1971 d"J94, effective November 1, 1971. 
See: 3 N.J.R. 275(b), 3 N.J.R, 207(c). 
Amended by R.1980 d.489,.effective November 6, 1980. 
See: 12 N.J.R. 619(a), 12 N.J.R.. 729(b). 

(a) Reference to NJ.AC. 18:24-15.2 added and reference to 
N.J.A.C. 18:24-14.2 deleted. 
Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 

18:24-15.4 Improper indication of tax rate 
It is improper for a vendor of linen furnishings to indicate 

that the effective rate of tax is two percent of the total 
charge. 

New Rule. R.1971 d.194, effective November I, 1971. 
See: 3 N.J.R. 275(b), 3 N.J.R. 207(c). 
Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.JJt 1486(a), 25 N.J.R. 2899(c). 

18:24-15.5 . Subchapter inapplicable in certain situations 
The provisions of this subchapter are not applicable to 

those invoices where the charge forthe rental of the linens 
and the charge for laundering services are separately stated. 
In such situations the charge for the laundering service 
would be e,cempt from the tax, but the full rental charge 
would be subject to the tax. 

18:24-15.6 Effective date 
This subchapter is effective on arid after January 1, 1972. 

As amended, R.1969 d.36, effective December 23, 1969. 
See: 2 NJ.R. 7(b). 
R.1971 d.194, effective November 1, 1971. 
See: 3 N.J.R. 275(b), 3 N.J.R. 207(c). 
As amended, R.1980 d.489, effective November 6, 1980. 
See: 12N.J.R. 6l9(a), 12 N.J.R. 729(b). 

This section was "Expiration date"; "on and after J11nuacy I, 1972" 
added, "for the six month period ending December 31, 1971" deleted. 

SUBCHAPTER 16. COIN-OPERATED VENDING 
MACHINES; SALES OF TANGIBLE 
PERSONAL PROPERTY; SALES OF FOOD 
AND DRINK 

18:24-16.l Tax ofvending .machine sales generally 
In general, receipts from sales of taxable tangible p~rsonal 

property and receipts as defined in N.J.A.C. 18:24-;l6.6(c) 

18:24-16.5 

from sales of taxable food and drink are subject to the New 
Jersey $ales Tax even where such sales are in the amount of 
less than $0.11, although an amount equal to the tax is not 
reimbursed to the vendor by the purchaser. 

R.1970 d. 70, effective July I, 1970. 
See: 2 N.J.R. 5l(b), 2 N.J.R. 58(a). 
Amended by R.1998 d.288, effective June. 1, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R2070(b). 

18:24-16.2 Registration to operate.vending machines 

Vendors operating vending machines in the State of New 
Jersey must register with the New Jersey Division of Taxa-
tion to engage legally in .. the business of selling tangible 
personal property arretail, including also, food and drink of . 
a kind the receipts from which are subject to. the sales tax. 

R.1970 d.70, effective July I, 1970. 
See: 2 N.J.R. 51(b), 2 N.J.R. 58(a). 

18:24-16.3 Registration number 

One Sales Tax Registration number is sufficient· for all 
machines of one vendor. 

R.1970 d.70, effective July I, 1970. 
See: 2 N.J.R. Sl(b), 2 N.J.R. 58(a). 

18:24-,..16,4 Statement on vending machines 

There shall be affixed upon each vending machine, in a 
conspicuous place, a statement in substantially the following 
form: 

"This vending machine is operated by _________ _ 

Name of Vendor 

Place of Business of Vendor 
New Jersey Sales Tax Registration Number-.-" 

New Rule, R.1970 d.70, effective July 1, 1970. 
See: 2 N.J.R. 51(b), 2 NJ.R. 58(a). 

18:24-16.5 Vendor's records; contents 

(a) Adequate records must be kept by the vendor, show~ 
ing the following: 

1. The location or locations of each machine operated 
by him; 

2. The serial number of. each machine · operated by 
him; 

3. Pt1rchases and inventories by physical units of mer-
chandise bought for sale through all such machines; 

4. The unit prices charged by the vendor; 

5. The gross receipts derived froni the operation of 
each machine at each location, or the gross receipts 
derived from the sale . of like products at each location; 

6. The receipts from exempt sales; 

24-47 Supp. 3-6-00 



18:24-16.5 

7. The cost of all tangible personal property, food and 
drink which the vendor purchased for resale; and 

8. The cost of all supplies of which the vendor is 
deemed to be the ultimate consumer. 

New Rule, R.1970 d.70, effective July 1, 1970. 
See: 2 N.J.R. Sl(b), 2 N.J.R. 58(a). 

18:24-16.6 Tax on gross receipts 
(a) Vendors operating vending machines which dispense 

personal property, other than food and drink, must report 
and pay to the State the tax upon the gross receipts from· all 
sales of such items made through such machines, subject to 
the exemptions set forth in the Sales and Use Tax Act such 
as items sold through vending machines for $0.25 or less 
(exempt under N.J.S.A. 54:32B-8.9 and N.J.A.C. 18:24-17). 

(b) Effective January 3, 1980 (P.L. 1979, c.274; N.J.S.A. · 
54:32B-3(c)(4)), vendors operating vending machines which 
dispense food and beverages must report and pay to the 
State the tax upon vending machine sales as defined in ( c) 
below from . all sales of such items made through such 
machines subject to the exemptions set forth in NJ.AC. 
18:24-16.7(b) and (c). 

(c) For purposes of subsection (b) above, taxable vending 
machine sales means the wholesale price of food and bever-
age which is 70 percent of the retail vending machine selling 
price of such food and beverage. 

( d) Taxpayers must report total receipts from all vending 
machine sales and deductions of all non-taxable items in-
cluding 30 percent of sales of food and drink. 

(e) Example: 

Receipts from sales of taxable 
tangible personal property 

Receipts from sales of milk 
Receipts from sales of food and 

beverages (other than milk) 
Total receipts from all vending ma-

chine sales 
Less deductions: 
Milk 
30 percent of receipts from food 

and beverage sales (30 percent x 
$8,000) 

Total deductions 
Receipts subject to tax 
Tax due. (at 6 percent) 

New Rule,R.1970 d.70, effective July I, 1970. 
See: 2 N.J.R. Sl(b), 2 N.J.R. 58(a). 

$1,000 
1,000 

8,000 

$1,000 

2,400 

Amended by R.1991 d.557, effective November 4, 1991. 
See: 23 N.JR 396(a), 23 N.J.R. 3345(b). 

Deleted old and added new (e). Stylistic revisions. 
Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R2000 d.83, effective March 6, 2000. 
See: 31 N.J.R. 4244(a), 32 N.J.R. 815(a). 

$10,000 

3,400 
$ 6,600 
$ 396 

In (a), substituted a reference to $0.25 for a reference to $0.10. 

I 
~EM'. OF TREASURY. tAXATION 
I 

18:24-16.7 Tax exemptions 
(a) Receipts frot sales of food or drink exe pted from 

the tax by subsecti6h 8.2 of the Sales and Use ·i1 ax Act, are 
not. allow. able. .ded. Jc·:• tions from gross receipt.s d . n.· ved from 
sales through vendirg machines. 

(b) Receipts from the sale of food and drink s Id through 
vending machines itl a cafeteria of an elementary or second-
ary School or to . st~dents in an eating facility o an institu-
tion of higher educ~tion, fraternity, sorority and eating club 
operated in connettion with an institution of igher edu-
cation are exempt from tax only when· 1ocated ithin such 
cafeteria or eating facility. Receipts from sales f food and 
drink . through vendlng machines located in ar as not de-
signed by an instit~tion of higher education a an eating 
facility, other than la cafeteria or eating facility, are subject 
to tax as provided j~ N.JAC. 18:24-16.6(c). F r purposes 
of these rules vending machines located in are s including 
but not limited to student lounges, dormitories, mnasiums, 
libraries, etc., are tt deemed located in an ea ing facility. 

(c) In all instances the receipts from the s es of milk 
through vending mJchines are exempt from tax. 

New Rule, R. 1970 d.70J:effective July 1, 1970. 
See: 2 N.J.R. 5J(b), 2 11'1.J.R. 58(a). 
Amended by R..1991 d.~.57, effective November 4, 1991. 

See: .. 23 N.J.R. 396(a),··.r.3.· .N.J.R. 3. 345(b). Stylistic revisions.. : 

l Case Notes 
Former subsection . (b) resulting in subjection of food vending ma-

c.hine s. ales o.·f 10 cen. ts .. Io•. r. less be. ing s.ub1.·e. c. t to .s· ales a.nf· .. us. e ... •ax hel.d invalid as not justified '.by statute and an impermissibl amendment 
thereof by regulation. I Automatic Merchandising Co ncil of New 
Jersey v. Glaser, 127 NJ.Super 413, 317 A.2d 734 (A .Div.1974). 

18:.24-16;8 PurchJs·,•e of. vending machine _conte.[ts withou.t 
tax pa~ment; resale certificate 

A vendor may purchase tangible personal pro, erty, food 
or drink for sale t~rough coin-operated vendin machines 
without payment o~ the sales tax provided he is ued to his 
supplier a Resale Certificate, Form ST-3. 

I 
New Rule, Rl 970 d. 70,1 effective July 1, 1970. 
See: 2 N.J.R. 51(b), 2 lJ.R. 58(a). 

18:24-16.9 Responsibility for tax payment; am unt 
(a) The owner operator of vending macliines is re-

sponsible for the repiittance of the Sales Tax. Hf must pay 
the tax on the totaL'receipts, subject to statutory fxemptions, 
without any deduct~cm whatsoever for any expe~se incident 
to the conduct of pusiness, such. as a commisf· on to the 
~~~pr.·iet.ornf the 1. mi.ses in wh. ich the e. quipm nt is locat-

(b) The· tax to b9 remitted to the State of Ne Jersey by 
the vendor is the a , ount of the actual tax collect d from all 
taxable sales, or six percent of the taxable sales whichever 
amount is greater. 

Supp.· 3-6-00 24-48 



SALES AND USE TAX ACT 

New Rule, R.1970 d.70; effective July I, 1970. 
See: 2 N.J.R. 51(b), 2 N.J.R. 58(a). 
Amended by R.1991 d.557, effective November 4, 1991. 
See: 23 N.J.R. 396(a), 23 N.J.R. 3345(b). 

In (b ), tax increased from five to seven percent. 
Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 

SUBCHAPTER 17. SPECIFIC RULES FOR 
VENDORS WHO SELLTANGIBLE 
PERSONAL PROPERTY THROUGH 
VENDING MACHINES AT 25 CENTS OR 
LESS 

18:24-17.1 Statutory basis 
N.J.S.A. 54:32B-'8.9 provides that the following receipts 

shall be exempt from the sales tax: 

"Tangible personal property . sold through coin-operated 
vending machines at $0.25 or less, provided the retailer is 
primarily engaged in making such sales and maintains rec-
ords satisfactory to the Director." 

Amended by R.1991 d.557, effective November 4, 1991. 
See: 23 N.J.R396(a), 23 N.J.R. 3345(b). 

Added N.J.S.A. 54:328-8.9. . 
Amended. by R.2000 d.83, effective March 6, 2000. 
See: 31 N.J.R. 4244(a), 32 N.J.R. 815(a). 

In "Tangible personal property". substituted a reference to $0.25 for 
a reference to $0.10. 

18:24-17.2 Definition 
The phrase "primarily engaged inmaking such sales", as 

used in NJ.S.A. 54:32B-8.9, refers to vendors engaged in 
making sales through coin-operated vending machines, and 
for this subsection to be applicable thie . vendor must show 
that more than half of the total receipts from his busi.ness 
are derived from sales through coin-operated vending ma-
chines. 

Amended byRl970 d.70, effective July I, 1970. 
See: 2 N.J.R. Sl(b), 2 N.J.R. 58(a). 
Amended by R.1991 d.557, effective November 4, 1991. 
See: 23 N.J,R. 396(a), 23 N.J.R, 3345(b). 

Stylistic revisions. 

18:24-17.3 Reports qualifying exemption; contents 
(a) In addition to the filing .of Form ST-50 (Quarterly 

Return) and/or Form ST-51 (monthly remittance state-
ment), a vendor who seeks to exempt .a portion of his gross 
receipts pursuant .to N.J.S.A. 54:32B-8.9 shall report quar-
terly to the Division of Taxation on Form ST...c3229 the. 
following information: 

1. The total receipts of his business; 
2. The. total receipts from sales through coin-operated 

vending machines; 
3. The total receipts from exempt sales, including: 

i. Receipts from the sale of milk; 

18:24-19.1 

ii. Receipts .from sales of tangible personal property 
through coin-operated vending machines at $0.25 or 
less, per item. (These receipts do not include any 
portion of the receipts from the sale of any item in 
excess of $0.25); and 

iii. Receipts from any other exempt sales; and 
4. The total taxable receipts, calculated by subtracting 

the exempt sales from total receipts of the vending ma-
chine company. 

Amended by R. I 970 d. 70, effective July l, J 970. 
See: 2 N.J.R. 51(b), 2 NJ.R. 58(a). 
Amended by.R.1991 d.557, effective November 4, 199l. 
See: 23 N.J.R. 396(a), 23 N.J.R. 3345(b). 

In (a)3i, changed cigarettes to milk. Stylistic revisions. 
Amended by R.2000 d.83, effective March 6, 2000. 
See: 31 N.J.R. 4244(a), 32 N.J,R. 815(a). 

In (a)3ii, substituted references to $0.25 for references to $0.10 
throughout. 

18:24-17.4 Tax amount payable 
The amount of New Jersey Sales Tax payable is the net 

taxable receipts multiplied by .06 to effectuate application of 
the six percent tax rate, or the· actual tax collected, whichev-
er is the greater. 

Amended by R.1970 d.70, effective July 1, 1970. 
See: 2 N.J.R. 5l(b), 2 NJ.R. 58(a). 
Amended by R.1991 d.557, effective November 4, 1991. 
See: 23 N.J.R. 396(a), 23 N.J.R. 3345(b). 

Multiplication factor increased from· .05. to .07; tax increa~ed from 
five to seven percent. 
Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). · 

SUBCHAPTER 18. TAXABILITY OF MOTOR 
FUELS 

18:24-18.1 · Motor fuel exempt from Act 
(a) N.J.SA 54:32B-8.8 exempts sales of motor fuels as 

motor fuels are defined for the purposes of the New Jersey 
Motor Fuels Tax Law and sales of fuel to an airline for use 
in its· airplanes or to a railroad for use in. its locomotives. 

(b) In accordance with (a) above sales of fuels used to 
propel any aircraft or motor vessel are exempt from the 
New Jersey sales and use tax. 

Amended by R.1993. d.313, effective July 6, 1993. 
See: 25 N.J.R1486(a), 25 N.J.R. 2899(c). 

SUBCHAPTER 19. SALES OF TANGIBLE 
PERSONAL PROPERTY AND SERVICES 
USED ON FARMS 

18:24-19.1 Scope of rules . 
NJ.AC. 18:24-19.1 through 19.7 are intended to clarify 

the application of the Sales and Use Tax Act (N.J.S.A. 

24-49 Supp. 11-6'00 



18:24-19.1 

54:32B-l et seq.) to the sale, rental or leasing of tangible 
personal property and the sale of production and conserva-
tion services used directly and primarily in the production, 
handling and preservation for sale of agricultural or horti-
cultural commodities at a farming enterprise. N.J.A.C. 
18:24-19.8 is intended to clarify the application of the Act to 
sales of containers used in a farming enterprise and sales of 
commercial motor vehicles registered as farm vehicles. 

New Rule, R.1971 d.195, effective November l, 1971. 
See: 3 N.J.R. 276(a), 3 N.J.R. 208(a). 
Amended by RJ993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(t). 
Amended by R.1998 d.288, effective June l, 1998; 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 

Substituted a reference to this subchapter for a reference to this 
section, and substituted "primarily" for "exclusively" following "directly 
and". 
Amended by R.2000 d.439, effective November 6, 2000, 
See: 32 N.J.R. 2(i63(a), 32 N.J.R. 3997(b). 

Rewrote the section. 

18:24-19.2 Definitions 
For·purposes of this subchapter: 

"Agricultural or horticultural commodities" means· tangi-
ble personal property produced. through the raising of plants 
or animals useful to people, with certain categories of 
exceptions noted below: 

1. The following are examples of "agricultural and 
horticultural commodities": 

i. Vegetables; 

ii. Fruits, nuts and berries; 

m. Poultry and poultry products (for example, 
chickens, ducks, eggs); 

iv. Game animals (for example, rabbits, quail); 

v. Dairy animals and milk (for example, cows, 
goats); 

vi. Grain (for example, corn, .oats, wheat); 

vii. Trees (for example, shade trees, Christmas 
trees) and forest products (for example, timber); 

viii. Honey and other apiary products; 

ix. Fur-bearing animals and their skins and fur (for 
example, sheep, minks); 

x, Livestock and their meat (for example, cattle, 
pigs, sheep); 

xi. Horses; 

xii. Products of aquaculture (for example, tuna, oys-
ters, waterlilies); 

xiii. Sod; 

xiv. Forage and fee crops (for example, soybeans, 
feed corn); and 

I! I 
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xv. Ornamental plants {for example, flo ers, yews). 

2. The folloJ~pg are not deemed to be "agricultural 
and horticultural 

1

commodities": 
. D I 1. ogs and ,cats; 

ii. Microsc~pic organisms raised in a lab ratory (for 
example, penici~lin ); and 

iii. SecondJry commodities produced fr m agricul-
tural or hortictlJtural commodities (for exa pie, jellies, 
ice cream, pieJj wreaths, woolen fabrics, fi ished lum-
ber). I: 

"Aquaculture" means the propagation, rais and hara 
vesting for sale of ahuatic organisms, in controll d or select-
ed environments in ~hich the farmer.must active y intervene 
in the rearing process in order to effect, improve or increase 
production·for the J~rpose of sale. 

"Automobiles" j~ans motor vehicles designe to be used 
on public roadwa;~l and required to be register d as motor 
vehicles, other than vehicles that qualify for exemption 
pursuant to N.J.S.A.. 54:32B-8.43(a)(l), (2) o (3). (See 

. . I NJ.AC. 18:24-7.181) . 

"Conservation se~ices" means services perfo ed in . or-
. der to conserve soilt, water, soil nutrients or ot er natural 
resources useful in 1

1
~he production of agricultur I or.horti• 

cultural commoditil 

1. "Conservation services" are exempt un 
tion only when uJed directly and primarily in 
tion, handling or jpreservation of agricultural 
tural commodities for sale. 

2. . Following te examples of conservation ervices: 

i. Aerial sd)Ving of fall cover crop in a field of 
growing summh crops for purposes of s ii nutrient 
management; ahd 

I 
ii. Applying mulch to growing crops during a 

drought to preient moisture loss. 

"Dairy farming" means the business of breeding, feeding 
and raising of cau1J·•and other milk-producing a imals, and 
the production of [feed for them by the own r of such 
animals, but does nqt include operations such as he making 
of butter, cheese or li;ce cream. . 

"Energy"· means 
1
natural gas or electricity as defined in 

N.J.SA 54:32B-2(gg). 

"Farm animals" ~eans animals that fall within the defini-
tion of "agriculturalj tommodities" and animals t at perform 
work. used directly ,Hld primarily in production, h ndling and 
preservation for salb of agricultural and horticu, tural com-
modities. . I 

1. The following are examples of "farm nimals" as 
used in this subch1~pter: 

Supp, 11-6°00 24-SO 
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i. Cows raised for their milk for sale; 

ii. Pigs raised for their meat for sale; 

iii. · 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 ilot 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 c:ustorriers; 
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 iri a petting zoo, horses 
in a tiding 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 ex~ples 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 aild other 
game· animals for sale to . butchers, supermarkets arid 
sporting clubs; · · · 

iv. Afish hatchery that raises 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 lartdscap-
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 
the.if milk; 

18:24-19.2 

xi. A grain farm that produces crops for either ·· 
human consumption or livestock forage; and 

·• ~ii. 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 stoc~ed with trout, for sporting and 
recreational.use; · 

vi. Farmers' markets, produce stores, dairy product 
stores, florist shops; · 

. vii. A kennel that raises dogs for sale; and 

viii. Rural· property on Which the owner may grow 
or . raise horses, barnyard animals, flowers; vegetables 
and fruits primarily for his own use rather than for sale, 

"Handling and preservation" means the care and mainte~ . 
nance of farm animals and of agricultural and horticultural 
commodities during production for sale and up to the point 

· when .the commodity .reaches a marketable state, and the 
prevention· of spoilage or deterioration of agricultural and 
horticultural commodities during and after production until 
they reach a marketable state. · · 

· O'Production services" means services · purchased by a 
fanrier that are part· of the process of planting, breeding, 
propagating, feeding, fertilizing, raising, or harvesting agri-
cultural· or hortic1,1ltural commodities· on that farmer's farm-
ing enterprise for die purpose of selling those commodities. 

l. 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 "prodµction · 
· 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. 276(a), 3 N.J.R. 208(a). 
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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 NJ.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. Production services; and 

3. Conservation services. 

(b) The exemption applies only when the property or 
service is purchased. for use or consumption directly and 
primarily in the production for sale, handling for sale or 
preservation for sale of. agricultural or horticultural com-
modities. 

(c) The exemption provided by N,J.S.A. 54:32B-8.16 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 service provider in .rendering services to a 
farmer, regardless of whether the sertices rendered will 
be exempt. 

( d) The exemption does not apply to purchases of the 
following categories of tangible personal property: 

1. Automobiles; 
2. Energy; and 

3. Materials used to construct a building or structure, 
with the following exceptions: 

i. Silos; 
ii. Greenhouses; 
iii. Grain bins; and 

iv. Manure handling facilities. 

New Rule, R.1971 d.195, effective November I, 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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Amended bf R.2003 di,·· ... 48, effectiv. e. August 18, 20 .. 03. See: 35 N.J.R. 2165(a) ;35 N.J.R. 3848(a). 

18:24-19.4 Direct use 
I 

(a) In order to e exempt under N.J,S.A. 54: 2B-8.16, a 
farmer's purchase 6f qualified tangible personal property or 
services must be us~.d directly in the production, handling or 
preservation for sile of agricultural or hortic tural com-
modities on the pu~chaser's farming enterprise. 

(b) In. determ. i. nil~ •.. ·w. hether a service···or an it·.·t· m. of tang. i-ble personal prop~tty is used directly for an empt pur-
pose, the following factors are to be considered: 

1 Th h JI . . f h . . . . e p ys19i;t · proximity o t e item m uestmn to 
the production, ~a.ndli. ng or preservation for 1ale process. 
in which it is useq; 

' ! 
2. The proxiJity of the time of use of the property or 

service to the ti~e of use of other property or services 
employed before ior after it in the production, andling or 
preservation of agricultural or horticultural c mmodities; 
and [! 

3. The active I causal relationship between the use of 
the property or service in question and the roduction, 
handling or prese~ation of an agricultural or orticultural 
commodity. j• 

(c) Tangible per ~nal property and services qualify for 
the farm use exeniption when used primarily in growing 
agricultural or horticultural· commodities, or in preserving 
agricultural commoltities from the time of harve t until they 
are in a marketablef ~tate, or in maintaining farm animals or 
handling agricultural and horticultural commo ities until 
they reach a ~arketlable state. . . . . . 
. · 1. · Tangible personal property used m plan mg, propa-

gating, growing, !feeding, stimulating. growth, or raising 
plant and animal agricultural or horticultural c mmodities 
is used directly id'production for sale, for ex ple, tilling 
equipment used lin a vegetable farm, seeds used in a 
forage crop far~, fertilizer used in a sod 

. scoops used in a poultry farm, bull semen use in a cattle 
ranch, incubator I used by a poultry farm. . epair · and 
replacement part~ for exempt . farm equipme t are also 
exempt from tax, but repair services are taxabl . 

I 

2. Services of] ian outside service contracto of tilling, . 
planting, or harv1esting are · used directly in roduction. 

I 

3. Property uJed to extract or separate an gricultural 
or horticultural dommodity from farm anima s, the soil, 
water, or plants i~ used directly in production for exam-
ple, milking equipment, egg collecting equip ent, cherry 
picking devices, c~mbines, sheep shearing tools and ropes 
used by a.tuna aquaculture enterprise. 

. I!: . 
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4. Services of an outside service contractor of extract-
ing agricultural or horticultural commodities · from farm 
animals, soil, water or plants for the farmer are used 

Next Page is 24-53 24-52.1 

18:24-19.4 

directly in production, for example; picking fruit for an 
orchard, shearing sheep for a sheep farm, aerial spraying 

· of pesticide on an orchard. 

Supp. 8-18-03. 
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5. Tangible personal property or services are used 
directly in "handing and preservation" of agricultural or 
horticultural commodities for sale when used for the 
following purposes: 

i. Maintaining the health of farm animals, handling 
and maintaining agricultural or horticultural commodi-
ties during production, and preparing them until they 
reach a marketable state, for example, equipment used 
to wash and pack fruit at a fruit orchard, ropes apd 
harnesses used in moving livestock on a ranch, medi-
cines for a sheep farmer's herding dog, debeakers used 
on a poultry farm, service of washing eggs on poultry 
farm, grooming and shoeing service provided for horse 
breeding farm; or 

ii. Preventing the spoilage or deterioration of agri-
cultural or horticultural commodities until they reach a 
marketable state, for example, refrigerators to cool and 
preserve raw milk .on a dairy farm, . disinfectants to 
sterilize milking equipment and cans on a dairy . farm, 
cooling equipment to preserve harvested · perishable 
fruits on an orchard, watering equipment to maintain · 
the freshness of balled and burlapped trees on a tree 
farm until shipment to market, pesticide application 
service to preserve horticultural products being pre-
pared for sale by a farm. 

( d) A farmer's purchase of building materials used to 
construct a silo, greenhouse, grain bin or manure handling 
facility is exempt from sales tax if the silo, greenhouse, grain 
bin or manure handling facility will be used directly and 
primarily in producing, handling or maintaining the specific 
varieties of agricultural or horticultural · commodities raised 
in that farmer's farming enterprise: 

1. Repair or replacement parts purchased by the 
farmer for such structures are also exempt. 

2. Tools and equipment used to construct such struc-
tures are not exempt. 

( e) Property or seIVices used in producing secondary 
products, made from agricultural or horticultural commodi-
ties, are not deemed to be used "directly" in the production 
of an agricultural or horticultural commodity and therefore 
are not eligible for the farm use exemption. (However, the 
manufacturing equipment exemption may apply in some 
circumstances. See N.J.S.A. 54:328-:-8.13a and N.J.AC. 
18:24-4.) 

1. For example, property or services used in making 
butter, sausage, jellies, flour, cider, cheese, ice cream, 
woolen fabric, floral wreaths, herbal sachets, bees wax 
candles, finished lumber, furniture ancl other items which 
are · macle from farm proclucts, but which are not in 
themselves agricultural or horticultural commodities, are · 
not eligible for exemption under the farm use exemption 
provision, N.J.S.A. 54:32B-:-8.16. 

18:24-19.4 

2, Property and· services used directly and primarily in 
producing an agricultural or horticultural commodity are 
exempt from tax, even though the farmer may also oper-

. ate another enterprise, which is not a farming enterprise, 
in which he produces and sells secondary products made 
from his farm products: 

i. For example, a corporation which raises sheep for 
their wool, which it then uses to make sweaters and 
blankets for sale, is eligible for the farm use exemption 
on purchases of tangible personal property used in 
raising the sheep and shearing the wool; 

ii. A business that raises flowers and herbs in order 
to produce wreaths, sachets, teas and jellies for sale is · 
eligible for the farm use exemption on seeds, fertilizers 
and farming equipment used · in planting, raising and 
haJVesting the herbs and flowers. 

(f) The fact that a particular item of tangible personal 
property or service may be essential to the conduct of a 
farmer's business because its use is required by law or 
practical necessity does not, by itself, inean that the property 
or service is used "directly" in production, handling or 
preservation for sale of agricultural .or horticultural com-
modities. · 

1. Example: A vegetable farmer's purchase of a smoke 
alarm to install in farm workers' housing is not exempt 
under N.J.S.A. 54:32B-:-8.16 because the item is not used 
"directly'' in production, handling or preservation of agri-
cultural or horticultural commodities. 

2. Example: A sod farmer's purchase of books, CD-
Roms and other employee training materials regarding 
the. safe use of pesticides, although necessary, is not 
exempt because it is not used "directly" in production. 

(g) Property and services used in personal, administrative, 
clerical, financial, personnel management, promotional, re-
pair, sales and other nonfarming activities are not used 
directly in the production, handling and preservation of 
agricultural and horticultural commodities and, therefore, 
are not eligible for the farm use exemption. · 

1. Following are examples of taxable tangible personal 
property not used "directly" in production, handling or 
preservation of agricultural or horticultural commodities: 

i. Office furniture, equipment and supplies; books 
and educational materials; recordkeeping materials; 

ii. Advertising and promotional. materials; 

iii. Equipment and supplies used in transporting 
products to market or to customers, or in displaying 
products for sale or in operating a store; · 

iv. Computers and software; 

v. Items used to prevent or fight fires, first aid 
supplies, safety and accident prevention equipment; and 
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vi. Property used for the personal comfort or conve-
. nience of the farmer, his employees, service personnel, 

suppliers or customers, for example, planking for cross-
walks,· beds and fans for migrant labor camp; tele-
phones. 

2. Following are examples of taxable services not used 
"directly" in the production, handling and preservation 
for sale· of agricultural · and horticultural commodities: 

i. Repairing farming equipment; 

ii. Janitorial services; 

iii.· Landscaping, snow removal, and grounds· clean-
up and maintenance services; · · 

iv. Grooming dogs, horses and other animals kept 
. for the farmer's personal use.or enjoyment; . 

v. Repairing a greenhouse; 

vi. Imprinting the farmer's stationery with his busi-
ness logo; · · 

vii. Direct mail processing services of promotional 
literatllre sent to potential New Jersey customers; 

viit. Painting and maintaining a silo; 

ix. Cleaning and repairing a grain bin; and 

x. Repairing a farm truck. 

New Rule, R.1971 d.195, effective November 1, 1971. 
See: 3 NJ,R. 276(a), 3 NJ.R. 208(a). · 
Amended by R.1977 d.484, effective December 29, 1977. 
.See: 9 N.J;R. S94(a), IO N.J.R. 81(a). 
Amended by R.1.993 <1.313, effective July 6, 1993. 

· ~e: 25 N.J,R. 1486(a), ZS NJ.R. 2899(c). . · 
Amended by R.I 998 d.288, effective June 1, 1998. 
See: 30 N.J.R 1206(b), 30 N.J.R. 2070(b); 

Substituted "primarily" for "exclusively'' throughout; and in (t)7iii, · 
.added an exception for energy and utilityservice. 
Repeal and New Rule, R.2000 d.439, effective Novem~r 6, 2000. 
See:. 32 N.J.R. .2663(a), 32 N.J,R. 3997(b). 

Sectiori was "Directly in production". 

Case Noles 

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 daiiy farm, and the chemical~ were not used to handle 

· and preseive farm products on a farm premises. Tu.~can Dniiy Farms, 
Inc. v . .Director, .Div. of Taxation, 4 N.J,Tax 92 (rax Ct1982). 

18:24-19.5 Pri•ry use 

(a) In order to be exempt under N.J.S.A. 54:328-8.16, a 
farmer's purchase of qualified tangible personal property or 
services must be used primarily in the production, handling 

· and preservation for sale of agricultural or horticultural · 
commodities on the purchaser's farming enterprise. 

. (b) When se~;ce or piece of tangible _pe al pr~perty 
1s put to use ID more than one way, the item f semce or 
property is not exbmpt under this section µnle it is used· 
more _than 50 percf:nt o_f the time directly ~n th productio~, 
handling and pr~frvat10n for sale of. agncultu al or hort1-

.. cultural commodit1¢s. 

(c) Examples: 

l. A farmer ~s in the business of raisi · g vegetable 
plants for sale tol~a~den ce. ~ters and o~her ret ·1 s. ellers of 
plants. He buys tilling equipment which he ses to pre-
pare the soil for planting. The equipment is sed directly 

. in the producti In of the horticultural com odities he 
raises for sale. T~e farmer also occasionally u es the tiller 
to prepare a srri~ll decorative flower horde at the en-
trance of his fa~, adjacent to the road. The iller is used 
approximately 9 ·. percent · of the time. in .p paring the 
growing areas fo , plants raised for sale, and 1 percent in 
preparing the de~rative border. · 

• • I ' 

The tiller . qu ifies · for exemption becaus it is used 
directly in produ , tion for sale more than 50 rcent ofthe 
time. 

2. A partner hip breeds and raises horses for sale. It 
also uses a po~ion of its property as a b arding and 
training facility f6r customers' horses. It make the.follow-
ing purchases: fopd. additives, horse shoeing t ols, groom-
ing equipment. ~e ~ood ~dditive~ are used ap · roximately 
60 percent of ttie time ID feedmg the ho s used for 
breeding .for salJ; and 40 percent in feeding the horses 
being boarded; th,e horse shoeing tools are u ed approxi-

. mately 75 perce9~ of the time on the· horses being bred 
for sale and 25 percent on the horses boarded or custom-
ers; the groomirig equipment is used appro · ately 20 
percent on the ~brs~s bred for sale, 80 per ent. on the 
horses boarded or tra1Ded for customers. · . 

. . The food addi~ives and horse shoeing tools qualify for 
exemption because they are used more than 5 percent of 
the time directly \in · the production, handling d preser-
vation of an agri,ultural product, thatis, ho s, for sale. 
The grooming equipment does. not qualify cause it is 
used .directly for fxempt purposes only 20 . pe ent of the 
time; its µse in t~e boarding and training of customers' 
horses is not a ;use in the production, h dling and 
preservaiion of h , 'rses for sale.· . 

3. A corporaiion is in the business of perating a 
bot~nical garden; !It cha~ges the public a fee !o admissi~n 
to its greenho~s to view the plant .collect10 s and dis-
plays. Part of eafh greenhouse is used for . ropagating 
and growing pl~ts. Most of the plants are grown for 
display in the pdrtions of the greenhouses o en to the 
public. Approxim~tely 15 percent of the plant are grown 
for sale in the •;tanical garden's gift shop or for sale to 
plant stores. Th~ '.corporation is p~rchasing aterials_to 

·. construct an add1 1oilal greenhouse m the com lex, which 
will be us.ed in th : same way .as the existing g eenhouses. 
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The materials purchased to construct a greenhouse will 
not qualify for exemption because . they will not be used _ 
more than 50. percent of the time in the production, 
preservation or handling of horticultural products for sale. 

4. A corporation operates a tree nursery, which raises 
trees for sale. It uses the land adjacent to the tree nursery 
to operate an arboretum, which grows and maintains trees 
that are not for sale and provides free tours to the public. 
The corporation contracts with an aero-spray service to 
spray pesticide on the . nursery and the arboretum as 
needed .. The service ·is used 70 percent·of the time on·the 
tree nursery and 30 percent of the time on the arboretum. 

The lump sum fee for the service is exempt, since. the. 
aero-spraying of pesticides .is a production .service used 
directly in the production and preservation of horticultur-
al products for -sale 70 percent of the time; · 

5. A tree· nursery and landscaping business grows 
shade trees which it installs for its customers as part of its 
landscaping operation. I( purchases tree seedlings, water-
ing equipment, and digging equipment. The watering 
equipment is used during the growing process, and the ·· 
digging equipment is used approximately 70 percent in the 
growing operations and 30 percent in the landscaping 
operations. . · 

The purchase of the watering . equipment is· eligible for. 
the farming use exemption because it is .used directly in 
production in the nursery's farming operations. The dig- · 
ging equipment also qualifies for exemption . because, · 
although it is used part of the time in ·. the landscaping 
operations; it is used more than 50 percent of the time, . 
that is, primarily, in production of. ari agricultural com-
modity (trees). The seedlingsare not eligible for exemp-
tion because they become the property which the business 
installs in its landscaping operation. When · this business 
installs trees or performs other landscaping jobs on its 
customers' real property; it is acting as a contractor, 
rather than as a farmer. Contractors are liable for sales or 
use tax on the materials they instatI on their customers' 
real property. · · 

(d) The eligibility.of a particular purchase for exemption . 
under the farm use exemption provision (N.J.S.A. 
54:32B-8.16) depends upon the nature and extent of its use 
in the farming enterprise. 

1. The factthat an item of service or tangible personal 
property is purchased by a farmer does not in itself. make 
the purchase eligible for exemption. · 

2. Examples: 

i. A vegetable farmer raises vegetables for sale. He 
also raises a _goat, a sheep, and several ducks for the· · 
enjoyment of his family and guests, but does not sell the 
animals or their products. His purchases of feed!for the 
animals are not exempt. 

18:24-49.6 

ii. A neighboring farmer raises goats, sheep and 
ducks for their meat, milk, wool and eggs for sale. He 
also grows vegetables solely · for his family's consump- . 
tion. His purcqases of fertilizer and a hoe for his 
vegetable garden are not eligible for exemption .. 

. . 

. _ iii. · Three farms maintain horses on their premises. 
Farm No .. 1 breeds and raises horses for sale. Fann No .. 
2 raises com and beans for sale, · and also boards a few· 
horses· for customers .. F~rm No.. 3 raises horticultural 
products for sale in a greenhouse and also has a few 
horses Which it raised for the use and enjoyment of the 
farmer's family. The purchases of feed, equine medi-
cine, -and horse grooming supplies by Farm No. l 
.qualify for the farm use exemption: Purchases of the. ·. 
same items by Farm No. 2 and Farm No. 3 are taxable, 
because th.e items are not used directly. and primarily in 

. the production,··. ha11dlirig · and preservation of horses 
· ("agricultural product") for sale by that farm .. 

· iv. A sod farmer grows most of his sod for sale to 
landscaping contractors; However; he sometimes acts as 
a "contractor" by supplying fully installed sod to his 
customers. Th,e farmer purchased two pieces of equip,-
.ment: a .cutting implement used. to cut .and harvest 
mature sod for sale, and a roller used in planting and 
installing sod on customers' property. The cutter is 
eiigible for the farm use exemption; The roller is not, 
because· it· is·· used in . contracting work, not in . the 
farming operation. 

. . 

. Repeal and New Rule,.R.2000 d.439, effective November 6; 2000. 
See: 32 N.J.R. 2663(a), 32 N.J.1( 3997(b). 

$ection was "Farmer's Exemption Certificate-ST-, 7",. 

18:24-:-19.6 Exclusions; exceptions to exclusions 

(a) The exemption provided byN.J.S.A 54:32~.16 does 
not apply to purchases of the following categories of tangi-
ble personal property, even if they· are .used directly and 
primarily in the production of agricultural and. horticultural · 
commodities: · · 

•· 1. Automobiles; 

2. Energy; and 

3. · Materials used to. construct a building or structure, 
with the exception of the. following single-use agricultural 
facilities: silos, greenhouses, grain bins, manure handling 

· facilities. · 

. (b) The exclusion from exemption for materials used to 
-construct · a building. or struct\lre . does not apply. to. farming 
· equipment :used directly and primarily in the production, 
· handling and preservation·. of · agricultural or .horticultural 
· commodities,. even if the equipment must be permanently · 
affixed to· an existing building . cir . structure. Purchases of 
such equipment . are deemed to be exempt purchases of . 
farming equipment;· they are not deemed to be purchases of 
materials used to construct a building or structure. 

24-SS Supp. 11,~00 
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( c) Examples: 

1. A vegetable farmer makes the following three pur-
chases: a farm tractor used in preparing fields for plant-
ing, a commercial. truck with manufacturer's gross vehicle 
weight rating over 18,000 pounds which he registers ·with 
Motor Vehicle Services as a farm vehicle, and an all-
terrain vehicle which he used to transport workers and 
farming implements to the work site. 

The all-terrain vehicle does not qualify for exemption;_ 
as an "automobile" it is excluded from the scope of the 
exemption. The commercial farm truck is riot an "auto-

. mobile." The commercial truck qualifies for exemption 
under the commercial truck exemption provision, N.J.S.A. 
54:32B-8.43, regardless of whe_ther it is used ''directly and 
primarily'' in production. The farm tractor, . which is not . 
required to be registered as a motor vehicle, is not an · 
"automobile.". It is farm equipment, which is .exempt 
when used directly and primarily in production. · 

2. · A poultry · farmer _purchases animal feeders which -
must be permanently installed onto an existing farm 
building, 

The purchase qualifies. for exemption as tangible per-
sonal property used directly and primarily in production 
of agricultural products. · 

3. A farmer who grows horticultural products in. 
greenhouses purchases building materials which he - in-
tends . to use_. to construct a permanent addition -to his 
greenhouse. 

. The farmer's purchase qualifies for exemption as tangi-
ble personal property. used directly and primarily in pro-
duction. Because the materials will be used to construct a . 
greenhouse, they are not the kind of building materials . 
that are excluded from the scope of the exemption. 

4. The same farmer hires a contractor to build a new 
greenhouse for him. The contractor purchases materials 
to construct the greenhouse for the farmer. 

-._ The contractor must pay tax on his purchase ofmateri- · 
als. The farm use • exemption· is available only to the 
farmer ~d does not pass through to the contractor. 

5. A farmer purchases lumber arid other materiais to 
b_uild a barn, ·· 

The ·farmer must pay tax on his purchase·of materials, 
The exemption · does not apply to materials used to con-
struct a building, with certain exceptions; barns are _ not 
among · the four exceptions _ enumerated in the statute. 

6. A . farmer uses electric and gas utility services di-
rectly and primarily in some of his production activities. 

The electric and gas utility services are subject to sales 
tax. The. exemption does riot apply. to purchases of energy 
.even when used directly and primarily in production. 

iDEPI'. . OF TREASURY TAXATION . 

7. A farme : purchases fuel oil and wat r utility ser-
vices for use in · is business and his home. · 

· . Oil, water, J\d other fuels and utilities, cept natural 
gas and electricity, are exempt from sal s tax under 
N.J.S.A. 54:32S:.S\1 

• •• 7. They need riot be used in farming in 
order to qualify for exemption, and they do ot fall within 
the definition of"energy" in N.J:S.A. 54:32 .16. 

R.197ld.195, effectiJNovemberl, 1971. 
See: 3 N.J.R. 276(a),~ NJ.R. 208(a), . · 
Am~nded by R.1998 ~;288, effective June 1, 1998. ·· · · 

. See. 30 N.J.R. 1206(*)• 30 N.J.R. 2070(b). . . · _ . _ 
·. In the exempt sales1schedule, added an exception to 'Fuels"; m the 

taxable sales schedu~. inserted "Electricity" a_nd "Natu I_ gas used for 
heat and power", an~_;added an exception to "Herd "; and in the 
footnote, substituted, 'rprimarily" for "exclusively". 
Repeal and New Rule) R.2000 d.439, effective Novembe 6, 2000. 
See: 32 N.J:R. 2663(~), 32 N.J.R. 3997(b). · . · 

Section was "Taxar and exempt items". · . . _ . 

18:24-19.7 Farmer's Exemption Certificate: S -7 
( a) A farmer cl~iming exemption from sales ax pursuant 

to N.J.S.A· 54:32~.16 on a purchase of qua' ed tangible 
personal property pr services must present the . ndor with a 
signed, properly _CC\1,mpleted Farmer's Exemptio Certificate 

- (ST-7) disclosing a)proper basis for exemption. 

. (b) Purchases ~hich are not supported by 
executed exempti1n certificate shall be treate 
retail sales by the endor. 

I 

(c) A signed, ~ompleted blanket Farmer's Exemption 
Certificate may be furnished to the vendor by t e farmer to 
cover additional urchases of the same type f goods or 
services. . 

1. The blanket certificate may be used on y as long as 
all of the inform~tion furnished on the certifi te remains 
unchanged. \ I 

2. Each sales: slip or invoice based on s ch blanket 
certificate must J~ow the farmer's name, addr and New 
Jersey tax registrrion number. 

( d) The Farmer'~ Exemption Certificate may 
to support claims (or exemption based -on pr 'sions other 
than N.J.S.A. 54:32~.16. _ 

· New Rule,. R.2000 d.4 . 9, effective November 6, 2000. 
See: 32 N.J.R. 2663(a) 32 N.J.R. 3997(b). · 

18:24-19.8 Other · mptions specificaliy for fa mers 
(a) Containers, 1rapping supplies and packi g supplies 

are exempt from ~~les and use tax w~en pur based by a . 
farmer for. _ariy u~sc;: in that f!lrmer's f. a.rming enterprise. 
N.J.S.A. 54:32B-c-8. 5. 

. . . . . . I . . . 

· l. The use o · !the containers in the· fannin enterprise 
need _ not be "~rect" or "primary" in or er for the 
purchase to qualify for exemption. 

2 .. · Examples: 

Supp. 11-6-00 · 24-56 
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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 cqn-
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, and 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 tax 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 VIDEOTAPE, AND SIMILAR 
MATERIALS 

18:24-2001 Scope of rule 

This section is intended to clarify the application of the 
Sales and Use Tax Act (N.J.S.A. 54:32B~l et seq.) to the 
use of commercial advertising film negatives, commercial 
original production video tape, and similar materials stored 
in New Jersey. 

R.1972d.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, diipe 
negatives or fine grain master positives. · 

18:24-20.2 

(b) Under .the circumstances described in subsection (a)· 
above, \\'hether 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. Th.e raw stock cost ofthe 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 µser'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 
pe>sitive 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 original protection . duplicates or air 
master tapes is or may be brought into New Jersey for 
various purposes induding the storage thereof, the person 
bringing the same irito the State is subject to the New Jersey 
compensating use tax on the use of such original production 
video tapes, original production duplicates or air master 
tapes at the time each of them is brought into the State 
regardless of the nature or extent of the subsequent use of 
each of· said original production tapes, original protection 
duplicates.or air master tapes. 

(d) Under- the circumstances described in subsection (c) 
of this Section,· whether original production .· video tape, 
original protection duplicate or air master tape, the State 
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 to 

· an outside laboratory. If the machine time is in and by the 
user's own laboratory and/or affiliated laboratory, the cost of 
the machine time may be determined from its own records 
or; in lieu thereof, the cost shall be the compensation for 
similar cost of machine time by another outside laboratory 
in the same area at the time rendered. Where the.original 
protection duplicate or air master tape is made by an 
outside laboratory which also 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 total charge there-
for. 

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

SUBCHAPTER 21. (RESERVED) 

SUBCHAPTER 22. SALES MADE BY FLOOR 
COVERING DEALERS 

18:24-22.l 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, linoleum, tile, hardwood, 
marble and padding. 

As amended, R.1980 d.102, effective March 5, 1980. 
See: 12 N.J.R. 96(b), 12 N.J.R 224(d). 
Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 216S(a), 35 N.J.R. 3848(a). 

Inserted", hardwood, marble" following "tile". 

18:24-22.2 Floor covering dealer transactions 
(a) "Floor covering dealer" mearis a person who makes 

retail sales of floor coverings. 

1. A floor covering dealer in New Jersey is required to 
be registered as a vendor with the. New Jersey Division of 
Taxation and to collect tax from customers to whom it 
makes retail sales of floor coverings in New Jersey. 

2. A floor covering dealer who installs the floor cover-
ings that he sells, or who arranges for subcontractors to 
install the floor coverings for him, is both a retail seller of 
floor coverings and a contractor, with respect to the 
installation services. 

(b) Wherever an installation service is rendered in con-
junction with the sale of floor coverings by a floor covering 
dealer, the agreement for such service is treated as a 
transaction separate and distinct from the sale of the floor 
covering. Sales of floor coverings are, therefore, subject to 
the New Jersey sales and use tax regardless of whether the 
floor covering dealer also agrees to install the floor cover-
ing. The .floor covering dealer must collect the sales tax from 
his customer on the sales price of the floor covering, 
whether or not the installation results in a capital improve-
ment to . the real estate, unless the customer has a valid 
statutory exemption, supported by a properly executed ex-
emption certificate, or unless the floor covering is delivered 
to a point outside of New Jersey. 

As amended, R.1978 d.320, effective September 13. 1978. 
See: I0N.J.R. 362(a), 10 N.J.R457(b). 

I 
I 
iDEPT. OF TREASURYlTAXATION 

i' . . 
Amended by R.2003 ~.348,.effective August.IS, 2003. 
See: 35 N.J.R. 2165(a~, 35 N.J.R. 3848(a). 

Added a new (a)j i recodified fonner (a) as (b) a d rewrote the 
paragraph; deleted firmer (b). 

18:24-22.3 Installation services 

(a) Every pers1h who installs floor covering is a contrac-
tor. i! 

,1 

1. When a ~por covering dealer performs an installa-
tion service, he I ~s required either to pay sal s tax at the 
time supp1ies use in the installation se ice are pur-
chased or remit:. use tax upon the cost of s pplies with-
drawn from his !sales inventory for use in th installation 
service. Supp1ies iinclude, but are not limited o, underlay-
ment, nails, stJples, plywood strips, adhesi e tape and 
cement. Ii 

2. A contrkctor · who is not also a fl or covering 
dealer is requir~d to pay sales or use tax. n the floor 
coverings he p~~chases for installation, as well as on 
supp1ies. See N.~:A.c. 18:24-5.3. 

11 

(b) The installa~~on of floor covering results in a capital 
improvement only \where the floor covering is ermanently 
affixed to a subflorr, A subfloor may be com osed of any · 
material, such as. bRards,. plywood,. underlaymen ·or cement, 
which is not consid~red to be a material which customarily 
or normaUy serves ~s a finished floor. For sales ax purposes 
a subfloor is also :finished floor whose value i no greater 
than that of the coqventional subfloor, because f deteriora-
tion through damaM or age. 

1: . 

(c) Where the i*~taUation of a floor coverin by a floor 
. covering dealer or h.is subcontractor has resulted in a capital 

improvement to red} property, the dealer-contra tor may not 
coUect the sales tibc from the real . property o ner on his 
charges for labor ~d services in installing the oor cover-
ing, provided that t»e charges for the labor and ervices are 
billed and stated s~parately from the charges i r the floor 
covering. . . · \ l . 

(d) A floor cove~ing installation made in New Jersey does 
not result in a capital improvement if the floor overing has 
not been permanently affixed to a subfloor. 

]! . . 

( e) For sales taxi 'purposes, the person who i stalls floor 
covering in New Jersey is required to be registe d with the 
New · Jersey Divisid,1:J. of Taxation, to collect t e sales tax 
from his customer ~n the installation services hat do not 
result in a capital. i~' provement and to rem. it t. h tax to the 
Division. . !: 

. i 

As amended, R.1978 d.~~0, effective September 13, 1978. 
See: 10 N.J.R. 362(a), 110 N.J.R. 457(b). 
A.~ amended, R.1980 d.102. effective March 15, 1980. 
See: 12 N.J.R. 96(b), 12',N.J.R. 224(d). 
Amended by R.2003 d.3~8, effective August 18, 2003. 
See: 35 N.J.R. 2l65(a), 35 N.J,R. 3848(a). 

Rewrote the section. 

Supp. 8-18-03 24-58 
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18:24-22.4 Floor covering when capital improvement; 
dealer records 

(a) Since it is usually difficult or impractical to determine 
the character and condition of a floor after a floor covering 
has been permanently affixed to it, an installer of floor cov-
erings should be prepared to satisfy the New Jersey Division 
of Taxation, in case of audit, of each job claimed to be a 
capital improvement. 

(b) It is suggested that the installer'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 affixed-a 
statement to that effect should be retained. 

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

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 
Hardwood floor refinishing services did not entitle taxpayer to capital 

improvement exemption. Newman v. Director, Div. of Taxation, 14 
NJ.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 wall-to-wall carpeting to Mr. 
Abel and install it over the finished floor in his living room in 
Rumson, New Jersey. The price of the carpet is $10.00 per 
square yard and the installation charges are $2.00 per square 
yard. 

1. This installation does not result in a capital improve-
ment. 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 Jersey 
agrees to sell 60 square yards of carpeting to Mr. Baker, and 
to install it wall-to-wall over the concrete floor in his base-
ment game room in Short Hills, New Jersey. The agreement 
stipulates that the work performed will result in a pennanent 
installation. The costs are to be: $10.00 per square yard for 
the carpet and $2.00 per square yard for installation. 

1. This type of installation results in a capital improve-
ment. Therefore, there is no sales tax on the $120.00 in-
stallation charge provided that Mr. Baker issues a certif-

18:24-22.5 

icate of capital improvement to CDE. The $600.00 charge 
for carpet 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 purchases 
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 installer 
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 result 
in the permanent affixation of the tiles. No sales tax is due 
on the charges made for this installation. 

(d) Mrs. Darling, who lives in Ewing Township, New 
Jersey decides to have new vinyl tiles laid on her kitchen 
floor, as did Mrs. Charles in (c) above. However, Mrs. 
Darling purchases her tiles from a Pennsylvania floor cov-
ering dealer who delivers them to her 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 
tax 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) The FGH Floor Covering Company of Lambertville, 
New Jersey enters into an agreement with a resident of Penn-
sylvania to replace a tiled kitchen floor (a capital improve-
ment) and to cover a finished living room floor with wall-to-
wall padding and carpeting (not a capital improvement) in the 
customer's Pennsylvania residence: 

1. No New Jersey sales tax is due either on these sales 
of tangible personal property or on the services, since the 
sales of the tiles and carpeting are deemed to have taken 
place out-of-State, and the taxable service of installing the 
carpeting was performed out-of-State. The permanent in-
stallation of the kitchen floor tiles constitutes a capital 
improvement in any case. 

(f) The IJK Floor Covering Company of Bergenfield, New 
Jersey enters into a contract with Eureka Developers, a 
builder of tract homes, to cover by a permanent affixation the 
plywood subfloors of the living rooms, bedrooms and 
kitchens of 50 homes in construction in Ho-Ho-Kus, New 
Jersey with wall-to-wall carpeting and tiles. Eureka must pay 
to IJK the sales tax on the amounts charged for all of the 
carpeting and tiles used in these installations, but no sales tax 
is due on the installation charges. 

(g) The LMN Floor Covering Company of Clifton, New 
Jersey advertises its wall-to-wall carpet prices on an "in-
stalled" basis. For instance, it advertises one of its numbers as 
costing "$12.00 per square yard installed": 

24-59 Supp. 7-21-08 
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1. To be relieved of collecting the sales tax on the in-
stallation charges where a capital improvement is per-
formed, LMN must break out a reasonable installation 
charge and state it separately on its billing to the customer. 
For instance, if the bill read, "60 square yards of carpet at 
$10.00 per square yard"-"$600.00, installation at $2.00 
per square yard-$120.00", the installation charge of 
$120.00 would not be subject to tax if the installation 
resulted in a capital improvement. On the 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 subject to tax. 

(h) Mr. Frank, the owner of a factory in Bayonne, New 
Jersey engages a floor covering dealer to cover the finished 
floor in his office in his factory with wall-to-wall carpeting. 
The dealer is required to collect the sales tax on his charges 
for both the carpeting and the installation of the carpeting. 

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 "properly completed Use Tax Return (Form ST-
18)" for "note explaining the remittance" at the end. 
Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 2165(a), 35 N.J.R. 3848(a). 

In (e)l, inserted "New Jersey" preceding "sales tax"; in (h), deleted 
", and Mr. Frank is liable for the business personal property tax on the 
value of the carpet" following "installation of the carpeting". 

SUBCHAPTER 23. BAD DEBTS 

18:24-23.1 Charging and remitting tax 

A vendor of taxable tangible personal property or services 
must charge and remit the sales tax on all transactions 
whether for cash or credit. 

18:24-23.2 Bad debts; tax refund 

(a) Where the sales tax in connection with a sale has been 
remitted to the Division of Taxation and the account receiv-
able has proven to be worthless and uncollectible, an appli-
cation for a refund may be filed with the Director within four 
years from the payment thereof. 

1. Where a vendor has collected no money on account 
of the account receivable or sale, a refund will be granted 
of the total amount of sales tax remitted to the Division. 

2. Where a vendor has collected an amount with re-
spect to the account receivable equal to or exceeding the 
amount of sales tax required to be remitted to the Division, 
the claim for refund will be denied. 

3. Where a vendor has collected with respect to the 
account receivable or sale an amount less than the amount 
required to be remitted to the Division, a refund will be 
granted representing the difference between the amount 
remitted to the Division and the amount collected. 

DEPT. OF TREASURY tAXATION 

I 

4. The follpwing example illustrates e foregoing 
rules: I 

i. Ifthelisale ~mounted to $50_0·?? an the sales tax 
of $30.00 wfs paid over to the D1v1s10n y the vendor 
and the total collected by the vendor amounted to 
$50.00, no r~fund would be allowed sine the amount 

I 
paid to the Division did not exceed the am unt collected 
by the vend9r from his customer. If, ho ever, in the 
given example, the vendor collected only $15.00 from 
the customer[ he would be entitled to a 15.00 refund 
because the amount collected by the ve dor was less 
than the ambunt paid to the Division. I the vendor 
collected no inoney, he would be entitled t a refund of 
$30.00. This ~ssumes, of course, that the d bt is proven 
to the satisfabtion of the Division to be orthless and 
uncollectible.1 

Amended by R.1993 p13, effective July 6, 1993. 
See: 25 N.J.R. 1486(l:)), 25 N.J.R._2899(c). 
Amended by R.19981.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(~), 30 N.J.R. 2070(b). 

In ( a), increased the filing period from two to fo r years in the 
introductory paragrap\J.. 

Case Notes 
Director of the Ne]N Jersey Division of Taxation's i terpretation of 

N.J.S.A. 54:32B-12(c,1,, set forth in N.J.A.C. 18:24-23 2(a), does not 
deny equal protection or due process, as the statute an regulation are 
reasonable and have a rational relationship to a legitimat governmental 
interest. Insofar as N.~.A.C. 18:24-23.2(a) distinguishes etween a tax-
payer that directly incurs a bad debt loss and one which a serts that it has 
funded some portion 9(the bad debt losses incurred by a hird party, the 
Director has establishyd a rational, reasonable, and vali classification. 
Home Depot U.S.A., foe. v. Director, Div. of Taxation, 4 N.J. Tax 23, 
2008 N.J. Tax LEXIS r (Tax Ct. 2008). 

As finance companies that provided financing for priv te label credit 
cards a taxpayer offeted its customers bore all losses for bad debts, 
under N.J.S.A. 54:32B-12(c) and N.J.A.C. 18:24-23.2(a, the taxpayer 
was not entitled to a ~efund of sales taxes paid on sales made with its 
credit card, by customers who later defaulted. Home Dep t U.S.A., Inc. 
v. Director, Div. of Thation, 24 N.J. Tax 23, 2008 N.J. Tax LEXIS 7 
(Tax Ct. 2008). I 

N.J.A.C. 18:24-23.~(a)2, which limits a vendor's righ to a sales tax 
refund, does not impeiimissibly distort the effective rate f the sales tax 
to a rate substantially ~igher than six percent. Home Dep t U.S.A., Inc. 
v. Director, Div. of Tiration, 24 N.J. Tax 23, 2008 N.J. Tax LEXIS 7 
(Tax Ct. 2008). I 

18:24-23.3 ClaiJ for refund 
I 

When filing eith~r a monthly or quarterly sales ax return, a 
vendor of tangible IDersonal property or services ay not take 
any deductions from. gross receipts for worthless r uncollect-

1 

ible bad debts but is required to file a claim for refund with 
respect to the allege~ overpayment. 

I Case Notes 
Vendor required to lme a refund application for sale tax paid on 

defaulted installment contracts, rather than deduct the et amount of 
sales price not collected on quarterly returns; refund cl ims for sales 
taxes paid more than tJo years previously barred by statu ory limitation 
period. Commercial Rdfrigeration & Fixture Co., Inc. v. irector, Div. 
of Taxation, 2 N.J.Tal't 415, 184 N.J.Super. 387, 446 .2d 210 (Tax 
Ct.1981). I 

Supp. 7-21-08 24-60 Next Pag is 24-60.1 
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SALES AND USE TAX ACT 

SUBCHAPTER 24. (RESERVED) 

SUBCHAPTER25. DATAPROCESSING 

18:24-25.1 General provisions 

(a) In general, the Sales Tax Act provides for the im-
position of the sales tax on all sales of tangible personal 

18:24-25.1 

property (N.J.S.A. 54:32B-3(a)) unless specifically exempted, 
and for the imposition of the sales tax on certain enumerated 
services (N.J.S.A. 54:32B-3(b)). 

Next Page is 24-61 24-60.1 Supp. 7-21-08 
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SALES AND USE TAX ACT 

(b) This section is intended to clarify the application of 
the Sales and Use Tax Act to sales made by and to persons 
in the business of .using automatic and electronic d11ta 
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 clearly indicates otherwise. · · · · 

"Data processing equipment" includes; but is not limited 
to, computers, electro~mechanical machines, inputaoutput 
devices, storage devices and peripheral equipment. . · 

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

"Electronic data processing'' means the general term used · 
to define a systein for data processing by means of machfoes 
utilizing electronic circuitry·. at electronic speed, · as opposed 
to electro-mechanical equipment. . . 

' ' ' 

"Hardware" means the term applied to the, electrome~ 
chanical and electronic equipment used· to· process data. 

"Input" m~ans .· information transferred into the internal 
storage of a data processing system, including data to be 
processed or infonnadon to help control the process. 

"Media" means the material, or configuration there~f, on · 
which data are recorded, such as . punched cards, discs, 
magnetic tape and microfilm. · 

"Output data" means data delivered from a . device or 
program, .usually after processing, and usually in the form of 
tangible personal property. · · 

"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 on which instructions and routines are · 
recorded. · 

"Fabrication of media" means the incorporation of bits of 
intelligence into media by means which include, but are not 
limited to, processing, printing or imprinting; ,and as a 
result of which incorporation of a medium is given value . 
which it did rtot previously possess. . 

"Service bureau" means any organization which processes 
data for others, . o.r leases or rents electronic data processing 
equipment, or charges for the use of such -equipment by 
others. Among other activities, service bureaus are engaged 
in the production of output data. ·· · 

"Software" means the term ·applied to _the property used 
to guide _or control hardware and to cause the hardware to 
function. Software inciudes, but is not limited to a set. of 
programs, procedures and. associated documentation con~· 
cerned with the operation of a data processing ~ystem . 

18:24-25.2 

. "Time sharing" means a method of using a computing 
system that allows a number of users to execute programs 
concurrently and to interact with ihe programs during exe-
cution. 

Case Notes 
Leasing of computer information held· not to be · the leasing of 

tangible personal ·propeny and not subject to. either ·sales or use 
taxation; rental of compu~r mailing lists held not 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 Taxatiol), 3 NJ.Tax 482, 182. NJ.Super 179, 440 
A.2d 104 (Tax Ct.1981): · 

' ' 

Taxpayer producfog computer-generated test score res1,1lts was per> 
. forming : a tax-exempt data processing . service. raiher than produdng 

tangible personal property; computer equipment rented by taxpayer 
was not exempt from sales and use tax. . Educational Computer Soft-
ware, Inc. v. Baldwin, 8 NJ,Tax 2S3 (Tax Ct.1986). · 

' ' 

18:24-25.2 Electronlc data processing transactions 
(a) Rules concerning the taxable transactions include the · 

. . followhlg: · · 

l. .· The sale or lease of data processing equipment is 
taxable, except wpere the equipment is leased or pur-
chased with the . intention of reselling or subleasing • it. . 
Equipment which is leased with the intention to sublease 
it is taxable to the sublessee on the charges made to such 
sublessee. Jnciderital use of the equipment made by. the 
lessee · is subject to . the use tax, based upon the same rate 
charges as those charged io a sublessee .. 

2. The. sale o.r lease of terminal device has been and 
continues to be taxal,le. It is not essentialfor a transfer 
of possession to include the right to move the . tangible 
per59nal•property which.is the subject ofa rental, lease or 
license to use. The charges made to. a customer for-use 
of a computer (known as timesharing), which the custom- · 
er has access to through a remote terminal device, are not 
deemed to be a taxable transfer ofpossession ofthe 
computer. 

· i. Examples: 
' ' 

(1) · A . corporation contracts with a computer cen.: 
. ter to use the computer on the center's premises for 
· 10 hours weekly. The corporation provides its own 

operator and its own materials. During. the 10 hour 
. period, no one else may use the machine. This 

·· transaction, commonly known as the sale of raw time, 
constitutes a transfer. of possession, pursuant · to a 
rental, lease or license to use, which is a sale subject 

.·to tax. 
(2) A corporation contracts with. a computer cen-

ter to use the computer .on. the center's premises for 
.10 hours weekly .. ·· The _corporation provides its own 
materials and the computer center provides and di-
rects the operator.· · During the 11) hour period, no 
one else may use the mac.hine. lnthis case,, there is 
no transfer of possession to the corporation. as it has 
no control over the operation of the computer. · 

. 24-61 Supp. 8al8-03 
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(3) A corporation contracts with a computer cen-
ter for access time of the computer center's equip-
ment through the use of a terminal located in the 
corporation's office. · The terminal . is connected to 
the computer by telephone. The corporation's ac-
cess to the computer through the terminal is not 
deemed to be a transfer of possession of the comput-
er subject to tax. 

3. Examples of taxable transactions: 

i. The charges for additional copies or records, 
reports, tabulations, and the like which are prepared by 
rerunning the.original program; 

ii. Electronic data processing equipment, manufac-
turers' service bureaus, and data processing educational 
centers are deemed to be the consumers of tangible 
personal property which · is 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 taxable to the ultimate users. 

(b) Rules concerning non-taxable transactions are as fol-
lows: 

1. The processing of data by a service bureau consti-
tutes a nontaxable service whether or not the customer 
supplies the medium. Data conversion services, whether 
by keyentry, keystroke verification or other entry proce-
dure, are part of the processing of data, and whether or 
not forwarded to a customer, are nontaxable services. 

2. The following are deemed to be professional ser-
vices and are, . therefore, not subject to sales · and/or use 
tax: 

i. Feasibility studies; 

ii. · Consulting services; 

iii. Technical instruction; 

iv. Professional services, such as accounting ser-
vices, where the seivice 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. 

3. . 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. 

4. 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. 

OF 'rREASURYlTAl(ATION 

5. The sate!\ and/or use tax is not applic ble when the 
tangible persorial property involved is inci ental to the 
professional or! ;personal services arid for w 'ch no sepa-
rate charges are'

1
made. · 

· 11 6. The Sales and Use Tax . Act is not to 
charges for the 1~ale or use of mailing lists. 

As amended, R.1979 \4.384, effective September 28, 197 . 
See: 11 N.J.R. 472(b)i 11 N.J.R. 595(a). 
As amended, R.1983 ~.357, effective September 6, 1983. 
See: 15 N.J.R. 1086(a}, 15 N.J.R. 1487(d). 

In (a)3, deleted ol~: i and ii and renumbered old Hi nd iv as new i 
and ii. I, 
As amended, R.1983 ~.619, effective January 17, 1984. 
See: .15 N.J.R. 1565(a), 16 N.J.R. l48(c). 

(b)7 added. . '1 '• 

Amended by R.2003 4;348, effective August 18, 2003. 
See: 35 N.J.R. 2165(a), 35 NJ.R. 3848(a). 

In (b ), deleted for'.'. er 2 and recodified former 3 t rough 7 as 2 
through 6. i. 

! 
I I Case Notes 

Leasing of comput~r information held not to be the leasing of 
tangible personal property and not subject to eithe sales or use 
taxation; rental of computer mailing lists held not subj ct to sales tax 
as a taxable adverti~jng service; item described as a wrapper by 
taxpayer held not entitled to sales or use tax exemption; Spencer Gifts, 
Inc. v. Director, Div. 9f Taxation, 3 N.J.Tax 482, 182N.J. uper 179, 440 
A.2d 104 (Tax Ct.1981]). 

Rule found .not persuasive in considering tax exemptio issue in non-
software storage servi~e; receiptc; from storage of actu I stock certifi-
cates and accompanying documentc; by registrar and tra fer agent held 
subject to sales tax. !Registrar & Transfer Co. v. Di ector, Div. of 
Taxation, 166 N.J.Super 75, 398 A.2d l335 (App.Div.197 ), certification 
denied 404 S.Ct. 1161,1~1 N.J. 63 (1979). 

Taxpayer producing]computer-genei-ated test score suits was per-
forming a tax-exempt1 :data .. processing service rather t an producing 
tangible personal property; computer equipment rent d · by taxpayer 
was not exempt from ;~ales and use tax. Educational omputer Soft-
ware, Inc. v, Baldwin, 81N.J.Tax 253 (Tax Ct.1986). 

II • 

SUBCHAPTER 26
1
'. SOLAR ENERGYDE 

SYSTEMS;! l EXEMPTION FROM s 
USE T~TION 

18:24-26.1 Scope ~f subchapter . . 
This subchapter is intended to clarify the ap lication 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 ener devices or 
systems designed td' provide heating or cooling r electrical 
or mechanical po,er b~ colle_cting and t~ansfe ring so!ar-
generated energy and mcludmg . mechamcal r chemical 
devices for storage bt solar-generated energy. 

1,. ' 

18:24-26.2 Techni~al sufficiency standards of s lar energy 
system~~ devices for storing solar-g nerated 
energy]: 

The technical sufficiency standards· · of solar nergy . sys-
tems, devices for s~pring solar-generated energ as estab-
lished and promulgated under N.J.A.C 14:25 1 y the De-
partment of Envirotlmental Protection and Ene gy shall be · 
used to determine ~ligibility for exemption fro sales and 
use tax of such solat] 'energy systems. 

I' 
Supp. 8-18-03 24-62 
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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). 

1 See N.J.AC. 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 l486(a), 25 N.J.R. 2899(c). 

Section was "Exemption effective on or after July I, 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 thevendor 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 18:2~26.2.) The pur-
chaser must insert the address of the property upon which 
the solar energy device or system will be installed. In those 
cases where the purchaser is notregistered 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 required regardless 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). 

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 separately 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 vendor's cost of transportation from a suppli-
er, manufacturer, warehouse or catalog or other distributi.on 

18:24-27.2 

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 refrigeraior 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: 

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 demurrage, 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 consictered part. of the transportation costand 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 demurrage. · Under these facts, 
demurrage, retention charges, holding charges, etc., imposed 
in the transportation industry . are considered a part of the · 
transportation cost and are not a receipt subject to tax. 



18:24-27.2 

(c} For the purpose of(b) above, a charge by a vendorto 
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 cqnsidered a rental, lease 
or license to use the tangible personal property involved. 
For example: 

Example 1: 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. 

DEPT. OF .TREASURY TAXATION 

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)J, added Example 4. 
Amended by R.1998 l~.288, effective June I, 1998. 
See: 30 N.J.R. 1206(k), 30 N.J.R. 2070(b). 

In (a), inserted an ~xception relating to energy in th first sentence. 

SUBCHAPTER 8. RACE HORSES 
\:I 

18;24-28.1 Scope', of subchapter 
This subchapteii is intended to clarify the pplication of 

the New Jersey sJ~'es and Use Tax Act (N.J.S. . 54:328-1 et 
seq.) to the imposition of sales and compensati g use tax on 
race horses purch!~ed or used within New Jers y. 

! 

Supp. 8-18-03 24-64 



0 

0 

0 

SALES AND USE TAX ACT 

18:24,,.;28.2 · · Purchase of race horses 
(a) The purchase of a race. horSe (tangible personal prop-

erty) delivered to a person within New Jersey is Subject to 
sales tax. · 

(b) The amount of the sales tax d~e is computed by 
multiplying · the purchase price of the race horse by $UC · 
percent. 

(c) The residency of the purchaser .is not considered for 
purposes of imposing the. tax where delivery is made to the· 
purchaser in this State. ·· 

Example 1: A person purchases a race horse at an 
auction sale in Colts Neck. The purchase price of the horse. · 
is $15,000. The purchaser or his agent takes delivery of the·. 
horse at the sale in Colts Neck. The sales tax due on the 
transaction is $900.00. 

Example 2: The facts are the same as in. Example l, 
except the. horse is shipped by the auctioneer on a tommon. 
carrier to the purchaser's farm in Kentucky. There is no 
sales tax due on the transaction. However, sho.uld the horse 
be returned to New Jersey, it. may be subject to a compen~ · 
sating use tax. 

Amended by .R.1993 d.313, effective July 6, 1993~ .. · 
See: 25 N.J.R.1486(a), 2S NJ.R. 2899(c). 

18:24-28.3 Claiming races 
(a) A sale of a race horse is deemed to have occurred 

when it is claimed in a claiming race within New Jersey. 

(b) A "claim" or purchase of a horse is made when a . 
person acquires a horse as a result of a successful bid placed 
prior to a claiming race. Title is passed once the race , 
begins. · · 

(c) For purposes of computing the sales tax due, if no 
previous purchases have. been made within the calendar. 
year, the full purchase priee is subject to sales tax. If 
previous purchases have been made in the calendar year, 
the sales. tax is imposed only on the portion of the . total 
purchase price that exceeds the highest of any prior pur-
chase prices paid for the same horse within the State in the 
same calendar year. The sales tax is collected at the track 
at the time the claim is paid. · 

Example 1: Horse Xis entered in a $10,000 claiming race 
at Monmouth Park. . ABC Farms claims the· ho~e. Horse 
X has not been· previously claimed in the same calendar •. 
year. A taxable transaction has taken place and the tiQC due 
is $600.00. · · · 

Example 2: Sarrie facts as Example 1, but Horse X had 
previously been claimed twice in the same calendar year for 
$3,000 and $5,000. A taxable transaction has taken place · 
and the tax due is $300.00 ($10,000 - $5,000 = $5,000; 6% 
of$5,000 = $300.00). · · · 

Amen4ed by R.1994 d:626, .effective December 19, 1994. 
See: 26 N.J.R. 4166(b), 26 NJ.R. 5035(c): . 

.. 18:2~28.4 Compensating use tax 

18:24-28~5 

(a) The compensating U$e tax is imposed·on the use of a 
race horse within this State if the. race horse would have 
been subject t<>. the sales tax when purchased in this State. 
The compensating use tax will not be imposed on the li$e of 
a race horse within this State if the horse was purchased by · 
the user while a nonresident of this State. (See N.J.A.C. 
1~:2~28.5 regarding the term "resident".) . 

. (b) Tile amount of the compensating use tax due is. 
computed· by multiplying the purchase price of the. race· 
horse by svc percent If such horse was used outside of this 
State for more than svc months prior to its firSt use in this · 
State, the compensating use tax is computed on the fair 

· market value (not to exceed cost) of the race horse. Upon 
· submission of proof that sales tax legally due another state . 
· has been paid to that state, New Jersey will allow a credit in 
·that amount againsi.any taxes due this State; but only if a·· 
similar credit is allowed by the other state for taxes paid in • · 

'NewJersey. · · 
~. ·. . . . .. 

Amended by R.1993 d.313, effective July~. 1993. 
··See: 25 N.J.R.1486(a), 25 NJ.R. ~99(c). 

18:24,,.;28,S Resident . 

(a) For the purpose of this Subchapter, the following will · 
apply f9r determining a resident: · 

:. ' ., . 

1., Any individual who 01aintains. a permanent place of 
abo4e in this· State is a resident A permanent place of · 
abode is a dwelling place' maintained by a person, or by 

· another for him, whether or not owned by such person, 
on other than a temporary or transient basis. The dwell-
ing may be a house, apartment; or flat; a room, including a room at a hote~ motel, boarding house or club; . or a 

·. residence .hall operated by an . educational or charitable 
· institution; or a trailer; mobile home, house boat or any 
other premises. · · · · · · 

2. · · Any corporation incorporated under the · laws of .· ·. 
New Jersey and any e<>rporation, association, partnership · 
or other entity dqing business in the State or maintaining 
a place of business in the State,. or operating a hotel, 
.place of amusem~nt or social or athletic club in.this.State 
is a resident, . . •· . . 

3. . Any. person while• engaged in any manner in carry-·.·· 
. ing · on · in this State any employment,. trade,. business or 

profession shall be deemed a resident with respect to the .... 
use in this State of tangible personal property or services 
in such employment, trade, business or profession. 

/ 4. A person is considered to be engaged in carrying 
on: business within New Jersey if ·he carries on activity 
preparatory to racing, maintains a stable, or races horses . 
on tracks within New Jersey. · 
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18:24-28.5 

5. Activities preparatory to racing are those acts of a 
person which enable him to pursue a racing operation, 
such as the possession of a license to race in New Jersey 
and, in conjunction therewith, the entry of horses in 
racing; the hiring of grooms, trainers, jockeys or drivers, 
and registration with a jockey club at various tracks. The 
possession of a license by a nonresident, which is not 
accompanied simultaneously by one or more of the other 
activities described above will .not result in a resident 
status until one or more of the additional acts occur. 

18:24-28.6 (Reserved) 
Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 NJ.R. 2899(c). 

Section was "Leases". 

18:24-28. 7 Trades 
(a) Trading of horses within New Jersey is a taxable 

transaction for each party to the trade. Sales tax due is to 
be computed on the current market value of the horse 
accepted in trade. 

(b) Trading of horses outside of New Jersey will cause 
the parties to. the trade to be liable for a compensating use 
tax if they meet . the resident requirements set forth in 
N.J.A.C.18:24-28.5 at the time ofthe trade and subsequent-
ly race the horse in New Jersey. Compensating use tax is to 
be computed on the market value as provided in N.J.A.C; 
18:24-28.4 of the horse accepted in trade. 

18:24--28.8 Homebreds 
(a) A horse that is raced in New Jersey by the breeder is 

exempt from the sales and compensating use. tax. However, 
if a breeder transfers ownership of the horse and later 
reacquires the horse to race, the reacquisition is considered 
a taxable purchase. 

(b) Upon reacquisition of the horse in New Jersey for 
racing purposes, a sales tax is due. If the horse is reac-
quired outside of New Jersey· and is subsequently raced in 
New Jersey, the user will be subject to a compensating use 
tax if he met the resident requirements set forth in N.J.A.C. 
18:24-28.5 at the time of reacqµisition. 

18:24-28.9 Syndication 
(a) The syndication of a horse within New Jersey, with 

the exception of one used exclusively for breeding purposes, 
is considere.d a sale of the horse and is subject to the sales 
tax. 

(b). If a horse, not used exclusively for breeding purposes, 
is syndicated outside of New Jersey and subsequently is used 
in New Jersey, the syndicate will be subject to a compensat-
ing use tax if it met the resident requirements set forth in 
N.J.A.C. 18:24-28.5 at the time of syndication. The qualify-
ing residence is that of the syndicate, not of its individual 
members. 

DEPI'. OF TREASURYlTAXATION 

SUBCHAPTER ]129. DISPOSABLE HOUS HOLD 
· PAPER P~ODUCTS: EXEMPTIO FROM 

SALES Al'jlD USE TAX 
I', 

18:24-29.1 Scope 1

! of subchapter 

This subchaptef: is intended to clarify the a plication of 
the Sales and Us~ Tax Act (N.J.S.A. 54:32B- et seq.) to 
the· purchase and lµse of disposable household paper prod-
ucts. I 1 

[1 
Amended by R.1993 dl313, effective July 6, 1993. 
See: 25 NJ.R. 1486(Jj, 25 NJ.R. 2899(c). 

I, 
1: 

18:24-29.2 Definitions 
I' 

The following Words and terms, . when used in this sub-
chapter, shall hav~! the following meanings un ess the con-
text clearly indicat~s otherwise: 

. "Disposable" ml~s an item of tangible pers nal property . 
which is designed ~o be thrown away after use. 

i' 
?Iousehold use'il means of or pertaining to he house or 

family. I 

• 1i . -

"Paper products[! means items of tangible pe onal prop-
erty made or substantially derived from paper. 

· 11 
Amended by R.1993 dl313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a); 25 N.J.R. 2899(c). 

II 

11: 

18:24--29.3 (Resefed) 
I • Repealed by R.1993 d.~13, effective July 6, 1993. 

See: 25 NJ.R. l486(a), 25 N.J.R. 2899(c). 
Section was "House,pld cleaning agents, soaps and det rgents". 

jt 
18:24-29.4 House~old paper products 

The sale of disiosable paper products, sue as paper 
towels, paper napijns, toilet tissue, facial tiss e, diapers, 
paper plates and lcups, purchased for house old use is 
exempt from sales iwd use tax. 

Example: Th~! sale of paper place mats, . aper . bags, 
wax paper, paper freezer wrap, paper tabl cloths and 
paper straws is\fxempt from sales and use t 

Amended by R.l993d.Jb, effective July 6, 1993. 
See: 25 NJ.R. 1486(a)11r5 N.J.R. 2899(c). 

. . . I' 
18:24-29.S Business use 

I 

The exemptions q-om sales and use tax provi ed by this 
subchapter do not ~pply to the sale or any use o disposable · 
paper products · for !industrial, commercial or ot · er business 
purposes or for the j µse of any person consumin them. in a 
capacity related to s~ch purposes .. 

Amended by R.1993 d_jiJ, effective July 6, 1993. 
See: 25 N.J.R. l486(a),1r N.J.R 2899(c). 
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I 
];1 

I, 

I 



SALES AND USE TAX ACT 

SUBCHAPTER 30. (RESERVED) 

SUBCHAPTER 31. URBAN ENTERPRISE ZONES 
ACT 

18:24-31.1 General 
(a) The New Jersey Urban Enterprize Zones Act, Chap-

ter 303, Laws of 1983, N.J.S.A. 52:27H-60 et seq., approved 
August 15, 1983, provides for the establishment of urban 
enterprise zones (also known as UEZs) in urban areas 
suffering from high unemployment . and economic distress 
and UEZ-impacted business districts. Each designation shall 
be for 20 years, except as otherwise designated or extended 
by the Authority. Zones and districts are designated by an 
Urban Enterprize Zone Authority. The Authority may grant 
certain sales tax and other tax benefits to businesses existing 
in or formed in enterprise zones or UEZ-impacted districts, 
which have met the definition of a qualified business. This 
subchapter of the sales tax rules sets forth the possible 
benefits, the necessary definitions, and the procedures for 
qualifying for any of these sales tax benefits. 

(b) The possible sales tax benefits include an exemption 
for retail sales to a qualified business, a partial exemption 
for retail sales by a qualified· business, and an exemption for 
sales of building materials and services used in constructing 
or maintaining buildings or realty of a qualified business. 

(c) No business can obtain tax benefits under this sub-
chapter unless the Urban Enterprise Zone Authority has 
determined that the business meets the definition of a 
qualified business under N.J.S.A. 52:27H-62c paraphrased 
below in N.J.A.C. 18:24-31.2. 

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

In (a), deleted ", and the right to establish enterprise zones shall 
expire 10 years from August 15, 1983'' at the end of the second 
sentence. 
Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 2165(a), 35 N.J.R. 3848(a). 

Rewrote (a). 

18:24-31.2 Definitions 
The following words. and terms, when used in this sub-

chapter, shall have the following meanings, unless the con-
text clearly indicates otherwise: 

"Qualified business" means: 
1. An entity authorized to do business in New Jersey 

which, at the time of designation as an enterprise zone or 
UEZ-impacted district, is engaged in the active conduct 
of a trade or business in that zone or district; or 

2. An entity which, after that designation but during 
the designation period, becomes newly engaged in the 
active conduct of a trade or business in that zone or 

18:24-31.3 

district, and has at least 25 percent of its full-time employ-
ees employed at a business location in the zone or district, 
who meet at least one of the following criteria: 

i. Residents within the zone or district, within an-
other zone or within the municipality within which the 
zone or any other zone or district is located; or 

ii. Either unemployed for· at least six months prior 
to being hired and residing in New Jersey, or recipients 
of New Jersey public assistance, for at least six months 
prior to being hired; or 

iii. Found to be low income individuals, pursuant to 
the Workforce Investment Act of 1998, P.L. 105-220 
(29 u.s.c. § 2811). 

"Enterprise zone" or "zone" means an urban enterprise 
zone designated by the Urban Enterprise Zone Authority 
underN.J.S.A. 52:27H-60 et seq. 

"UEZ-impact business district" or "district" means .an 
economically-distressed business district classified by the 
Authority · as having been negatively impacted by two or 
more adjacent urban enterprise zones in which 50 percent 
less sales tax is collected pursuant to section 21 of P.L. 1983, 
c.303 (N.J.S.A. 52:27H-80). 

Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a), 25 N.J.R. 2899(c). 
Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 2165(a), 35 N.J:R. 3848(a). · 

Rewrote the section. 

18:24-31.3 Exemption for retail sales to a qualified 
business 

(a) Retail sales and leases of tangible personal property 
(except motor vehicles and energy) to a qualified business 
and sales of services ( except telecommunications· and utility 
service) to a qualified business for the exclusive use .or 
consumption of such business within an enterprise zone are 
exempt from the sales and use taxes imposed by N.J.S.A. 
54:328-1 et seq.,, provided that the designation of the 
enterprise zone by the Urban Enterprise Zone Authority 
specifically makes this exemption available to the qualified 
business. 

(b) Tangible personal property includes, for example, 
items such as office supplies, office or business equipment, 
office and store furnishings, trade fixtures, and cash regis-
ters. Services include installing, maintaining or repairing 
tangible personal property used in business (other than a 
motor. vehicle); maintaining, servicing or repairing real 
property used in business, including janitorial services, and 
advertising services .used or consumed exclusively within the 
enterprise zone. 

(c) Qualified businesses purchasing or leasing tangible 
personal property ( except motor vehicles and energy) or 
services (except telecommunications and utility services) to 
be used or consumed exclusively within the enterprise zone 
shall furnish to their vendors, suppliers or lessors a properly 
completed UZ-5, Urban Enterprise Exempt Purchase Cer-
tificate. · 

24-67 Supp. 8-18-03 



18:24-31.3 

(d) The bepefits set forth in this section are unavailable 
for qualified businesses within a DEZ-impacted business 
district. 
Amended by R.1993 d.313, effective July 6, 1993. 
See: 25 N.J.R. l486(a), 25 N.J.R. 2899(c). 
Amende.d by R.1998 d.288, effective June I, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 

In (a) and (c). inserted exceptions relating to energy and to utility 
service; and in (c), substituted "including janitorial services, and adver-
tising seivices used or consumed exclusively within the enterprise zone" 
for "and "and advertising services" at the end. 
Amended by R.2003 d.348, effective August 18, 2003. 
See: 35 N.J.R. 2165(a), 35 N.J.R. 3848(a). 

Added (d). 

Case Notes 
Tangible personal property is exempt pursuant to Urban Enterprise 

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

18:24-31.4 Partial exemption for retail sales of tangible 
personal property by a certified vendor 

(a) Sales tax is imposed at 50 percent of the statutory 
rate, on receipts from retail sales, with exceptions stated in 
(b) or (c) below, made by a certified vendor which is a 
qualified business from a place of business owned or leased, 
and regularly operated by the vendor for the purpose of 
making retai1 sales, and located in a designated enterprise 
zone or UEZ-impacted district. 

(b) Th.is 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. 54:328-8.13, as further 
defined in N.J.AC. 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 of making retail sales. Items of tangible personal 
property must be regularly exhibited and offered for retail 
sale at this location, and the place of business may not be 
utilized primarily for the purpose of catalog or mail order 
sales. 

( e) All sales made by a qualified and certified vendor 
must be made from his place of business within an enter-
prise zone or district, that is, either the purchaser must 
accept delivery at the vendor's place of business within an 
enterprise zone or district, or the vendor must deliver the 
tangible personal property from its place of business within 
an enterprise zone or district. Only receipts from sales which 
originate and are completed by the purchaser in person at 
the vendor's place of business within an enterprise zone or 
district qualify· for the reduced rate of sales tax; provided, 
however, that after a sale has been completed within an 
enterprise zone or district, the vendor may deliver the 
tangible personal property to the purchaser at a location 
outside an enterprise zone or district. 

DEPT. OF TREASURY TAXATION 

1. ReceiptJ '! from mail order, telepho e, telex and 
similar sales tfansactions are subject to s es tax at the 
regular rate where delivery is made to a I cation within 
this State. I : 

I! 
(f) Vendors tHat meet the requirements i (a) and (b) 

above and that le 1~se tangible personal proper may pay use 
tax at 50 percent of the regular rate, as lon as the lease 
meets the requirements above. However, if t e lessor later 
leases the prop~t-ty to a lessee that fails to meet the 
requirements in (~) above of completing the ease transac-
tion at the lessor'1

~ place of business, tax shall e due at the 
regular rate, unl¢

1

~s the lessee is exempt und r some other 
exemption providf

1
d by the Sales and Use Tax ct. 

Amended by, R.1985l 'id.31, effective February 4, 1985. 
See: 16 N.J.R. 3193(a~, 17 NJ.R. 320(c). 

(e) added. I; 
Amended by R.1993 ~.313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a~. 25 N.J.R. 2899(c). 
Amended by R.1998 a:.288, effective June 1, 1998. 
See: 30 N.J.R. 1206(b), 30 N.J.R. 2070(b). 

In (b), added a rJi:erence to energy; and in (e), r wrote the first 
sentence. ] ': 
Amended by R.2003 ~!348, effective August 18, 2003. 
See: 35 N.J.R. 2165(a), 35 N.J.R. 3848(a). 

In (a), inserted "tir UEZ-iinpacted district" followi g ''designated 
enterprise zone"; in\ :<e), inserted "or district" follow ng "enterprise 
zone" throughout the ]i:ntroductory paragraph. · . 

18:24-31.5 No pJt-tial exemption for retail sal s of taxable 
servicf s by a qualifying business 

The Urban Ente1rprise Zones Act in Section 21 provides 
for an exemption t~ the extent of 50 percent of he statutory 
rate of sales and ,se tax on retail sales ( other than motor 
vehicles, cigarettes\1 alcoholic beverages, energy and manu-
facturing machinecy, equipment or apparatus) y a certified 
vend~r which is a 1~ualified b~siness. T~e stat te does not 
provide for any fell or partial exemption on the sale or 
furnishing of taxablb services. . 

Ii 
Amended by R.1993 d!i313, effective July 6, 1993. 
See: 25 N.J.R. 1486(a),, 25 N.J.R. 2899(c). 
Amended by R.1998 d.e88, effective June I, 1998. 

1, 
See: 30 N.J.R. 1206(b),' 30 N.J.R. 2070(b). 

Inserted a reference ]to energy. 

18:24-31.6 ExemJtion for retail sales of buildi g materials 
to or f+ 1r a qualified business 

(a) Section 31 df the Act provides an exe ption from 
sales and use tax dJ sales of materials, supplies or services 
to contractors or t¢pairmen for exclusive use in erecting 
structures, or buildihg on, or improving, altering r repairing 
real property of a 1

\ ~ualified business within a enterprise 
zone. \:; 

(b) Purchasers o~ materials, supplies or se ices to be 
used for constructioh, alteration and repair of str ctures and 
realty of qualified b1

1
~sinesses within an enterpris zone shall 

furnish to their venc!:lors or suppliers a properly completed 
UZ-4, . Contractod I Exempt Purchase Certifi te, Urban 
Enterprise Zone. \ ', 

Supp. 8-18-03 24-68 
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( c) For the purpose of this section, a qualified business · 
performing construction or. similar_ work with its own per-
sonnel shall be considered as its own contractor, and shall 
be entitled to deliver a properly completed U~ directly to 
the vendor. ·· 

( d) The benefits set forth in this section are unavailable 
for qualified businesses within a _ UEZ~impacted business 
district. · 

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

Added (d). . -· 

18:24-31.7 through 18:24-31.9 (Reserved) 

24-69 
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