
SALES AND USE TAX ACT 

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, the Director may, at .his discretion, 
utilize external indices to establish the bas~s upon which tax 
shall be paid. 

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 Tax~-
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 iof this State for use outside of this State which 
subsequently becomes subjett to the use tax imposed-ynde; 

· 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 sh'ows 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 sueµ motor vehicle for use tax purposes 
. may not exceed its' cost. 

18:24-c-7.8 Sales of motor vehicles specifically lJ,xempted 

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

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

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 )(1) 
of the Sales and Use Tax Act which have obtained and 
hold an exempt organization permit as provided in said 
Act; provided, however, that such 'vehi~le is used directly 
in pursuit of the purposes of the exempt organization. 

(b) Any sale of a motor vehicle to a nonresident of this 
Stat~ is not subject to 1tax 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: 

18:24-7.8 

1. Any person who maintains a place of abode in 'New 
Jersey is a. resipent individual. A place of abbde is a 
dwelling place µiaintained by a person, or by another for 
him, whether o.r not owned\ by such person, other than a 
temp0rary 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, 
barracks, billets or· other housing provided by the Armed 
Forces of the United States, or a trailer, .mobile home, 
l;iouse boat or any other premises. 

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

I 

3. Any person, corporation or other entity engaged in 
carrying on in New Jersey aµy employment, trader 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 servi~g 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. 

I ' . 
6. Any person serving in the Armed Forces of the 

United States whose home of rec'ord is the State of N!ew 
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 State, or a 
foreign nation.1 · . . 

( 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 tin{e of purchase. 

I 
( d) The renting, leasing, licensing or interchanging 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 ve)J.icles is exempt from 
tax. 

( 
( e) For purposes of subsection ( d) of .Jhis section, "car-

riage of freight" means property transported by a common 
or public can;ier, such as regular trucking companies, and 
does not include the type of business utilizing rented or 
leased vehicles totransport its own goods. For example, a 
veqdor of welding supplies leases trucks from a person not 
engageii in the regular trade or business of leasing such 
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.. 1 v;bfcles to the. public. ' The trucks are used to transport t; 
the. vendor's custoD1ers its own goods.. The ,exemption from 
tax does not apply since the. vendor is. not en~aged in the 

· carriage of freigllt, unl~ss the tnicks qualify· for exemption,, 
under subsection 8A3 of the. Sales and . Use · Tax Act ( see 

· N.J.A.C.18:24-7.18). 
,-, . ' .- - It 

As amended, R.1977 d.484, effective .December 29, ·.1977. 
See: 9. N.J.K 594(a), 10 N.J.R, 8l(aj; . 1 · .. • .. · ·. ·· 
As amended, R.1979 d.90, effective March8, 1979. 
See: ll N,J.R..104(a); n N.J.R. 210(e). . ..... · .· · 
Amended by R.1987d.474,. effective November 16, 19&7. 
See: J9 N.J.R. l181(b); 19 NfJ'.R. 2201(b)., . 
· (b)4>repealed, . . . . .. 

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

18:24-7.9 Transfers· statuto~ily •excluded· from · tax 

Within tqe':rneanihg of sul:)section (efof section 2 of the 
Sales. and lJ.se Tax ,Act, .the .. following .tnmsfers of motor 
.vehicle,s ·. are riot subject to Jax: 

(a) .• Tr~nsfors of m,qtor vehicles.tp a corppration; solely in 
consideration for the issuance of tts stock, pursuanttp a 
merger ·'or ... consolidatiop . effected . under the law .. of New 
Jersey of any other jurisdiction; · 

(b)Transfers ofmotor vehicles to a corpor1,1tionupon its. 
organization in consideration i or tbe issuance of its . stock;·.• 

1 

(c) .· Transfers .~f motor vehicles/in · the distrilJution of 
property by a .<.;orporation tO\its stockholders as a liquidatillg 
dividend; 

(d)Transfers of motpr vehicles a~ a co.ntdbutiori ofpropa 
, erty to a partnership in corisideration for a, partnership 
interest therein; 

(e) Transfers of motor ~ehicles in the distribution qf 
. property. by a part11ership • tel its· partners in whole or. partial 

liquidation; · ·. · · 
' . ,. -· ·I 

(f) Transfets of motor vehicles where the purpose oftlie 
vendee is to hold the thing transferred as security forthecc 
. .. .- •·· ' . _.. . .· I . , . . . . . performance qf:an obligation qf the vendor. . .· . . 

l . . 

18:2'fl-7,10 Procedures formotor·v~hicle dealers; forms 
/ · apd cei-titic;ttes • ' · · · 

-. . .' / 

.. (a) New Jersey mqtor · vehiyle dealers are required to.· 
"execute and retain as a part oHheir records Form ST-lOif 

- a purchaser of a 111otor vehicle: · , -
:•._ .. -. . . ',j \_' __ , '.· - ' . '-, __ • ' 

L Is apogresicl_e,ntof NewrJersey; and 

2. Has no perw~nent place,of abode .iri New iersey; 
and · ', 

' ' . ' . .., 
• . ' I • _. -

:r ls pot ·engaged'in carrying bn.iq-N:ewJersey any 
· empl9yment, trade, business or profes~iqn in which the 
·motor,·.vehicle.will be used in NewJers~y; or 

( 

. . . . . . . : .... • I 
DEJ>T. OF TREASURY~TAXA1fIQN 

.'.' .. ,- .- , . . .--1 

4, • Certifies that the motor vehicl'e has be~n· coiit}acted 
1 ·' ·. -·. · ·, .t .,.·· ;' ·_ - ·. - ·1 

for delivery out0of-State (state must be designate) arid the 
dealer affi~ms th~t the \,'.ehicle has been delivered ~o the 

( purchaser in the aforesaid state .. In all cases, of si:tle to 
nonresidents~ New Jersey motor- vehicle dealers afe re- ( 
quired to.forward a completed copydf Fbrm ST-lOto the 
New Jers,ey Division of Taxation. . J. · . 

• ·.•• .. · •. · . I . ·.. • . ·. .. I 
Note: It is not necessary to complete Form ST~m for.· - . . . . . . • ·. ·. . . • . . .· ·• ... • I . , 
sales of· motor< vehicles to New Jersey. residents where 
the dealer collects the fax, or \vh'ere, in cases of tbde-

•. ', .· ·,. ' !> ',; 
ins, the inforI11ation required m Hem III of Form S[f..;;:10 

'1s set · forth in • the invOi,ce; pertainmg to su,ch I s~le. 
5. The rules regarding the status bf th~ putchasel of a 

motor vehicle as a resident ofthis State are set forth in 
N.J_:A.~. 18:24-7.S(b), . . .. ·. _ .•. '> ·. '• . I ,\. 

6. The sale of a warranty in. conjt1nction with thei sale 
of a ~oto~ -veqide ~u,alified for exemption ynder\ this 

· subsectwn 1s not subJect to sales tax, .· 1 · 

... · ... (b ). A R~sale; Certuicatt may be ac~ept~d. by. a .. d~al~r . of 
motor vehicles m · cases of sales to other licensed dealers 

'' ' .·-_.-' _:· ,,. : '_ •• ,· •• '. I ' -_ ' • _I 

where the vehicle i~ purchased for. resale, or . is being ac-
q1,1.iryd tor rentaJ purposes. A Resale Certjficate may be 

C accepted fro1f1. a lessor registered Jor sales tax pli~P_OS1s in' 
New Jersey. In all such cases; the purchase(s Cert1f1ca~e of ,J 

·. Authofio/ number arip ni!me _ and apdressmust be show~ on 
each &al.es invoice. The ·certificate itself.should be retained 
in \he dealer'~ files ... ·. .. _ . . •· , ,I . 

1 (c) Exempt C)rganiiation Certificates maybe accepte~ by 
a motorvehicle dfraler where a vehicle is being acquired by 

•. . .·· . - . . . ..... · . , . . . I 
an organization holdinga valid Exempt Organization Petmit 
issued pursuant to the provisions of subsection, (b)(l) of 
Section 9 of the Sales and Use Tax Act; · A statenient 
·. • .. ·,·. · .. · .· . ,· ··.. . .. ·.· . I . . . ·.·· -. I 
should be made on the inv?ic~ ,to the effecttllat the sale ras · 
made to. an exempt orgamz~tl6n. The purchaser's Exempt 
Organization Pern1it Number must be shown ,on each spch . 
saks. invoice ... The ctrrtificate famished by t~e organiza~ion, . 

. should be retained in tbe dealer's files. . . I ·· · 

. .< 1)'. Purch~ses of v~hiclesby the Federal bovernment\ or 
one of its agencies, ofJJythe State of New Jersey or one. of 
its agenciys or politital subdivisions, or. by the ,United 
Nations .. or any ititernational ·,. orgl:/,nization ·· •. of. which the 
United States is a member are not subject to tax under the 
proyisions of subsection (a) of Section 9 of the Sales 4nd 
Use Tax Act.. A statement must be made on the invoice 

' ·, ·. '··· ·. . . '. '·.···. . . · ... · .. . •. · ·. ·1· identifying the govern~ental agency to which the sale '}'as ..: 
made. 

. ' 

. ( e) The 'certificates . li~;~d bel~w may not·. ordinarily be 
accepted by motor vehicle dea.Iers as a. basis for exemptio11 
from sales or use taxes: .· · · · I 

', , ' : 
f Exempt Use ct~ertificates (Form ST--4); 
2. · DirectPaymy~t Cettificate (Form'ST-:6A); 
3. Farmer's Exemption Certificate (Fonri ST-,7); · · 
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