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P. L.1989, CHAPTER 350, approlJed January 1 

1989 Senate No. 3944 

1 AN ACT concerning the taxation of certain t 
2 personal property under the sales and 

3 P.L.1966, c.30, dl1d P.L.1989.· c.123, 

4 appropriation. 

5 

6 BF. IT ENACTED by the Senate and General 

7 ,lhlt(' vI New Jersey: 

a 1. Section 6 of P. L.1966. c.30 (C.54:32B-6) is a 

§2-T & E 
§3-A~prop. 

§4-Note 

as of tangible 

tax. amending 

making an 

ssembfy 01 the 

ended to read 

9 as follows: 

10 6. Imposition of compensating use tax. Un! 55 property or 

11 services have already been or will be subject to the sales tax 

12 under this act, there is hereby imposed on and th re shall be paid 

t:l by every person a use tax for the use within this tate of 3% on 

14 rand after July 1, 1966 and continuing through Fe iUary 28, 1970, 

15 and of 5% on and after March 1, 1970 and con inuing through 

16 January 2, 1983, and of 6% on and after January 

17 as otherwise exempted under this act, (A) 0 

18 personal property purchased at retail, (B) of any t 

19 property manufactured, processed or assembled 

,1983, except 

any tangible 

gible personal 

y the user, if 

20 items of the same kind of tangible personal prope ty are offered 

21 for sale by him in the regular course of business, or if items of 

22 the same kind of tan 'ble ersonal ro ert are ot offered for 

23 sale b him in the re lar course of business and a e used as such 
24 and (C) 

25 of any tangible personal property, however acqui ed, where not 

26 acquired for purposes of resale, upon which any t xable services 

27 described in subsection (b)(I) and (2) of sectio 3 have been 

28 perfonned. For purposes of clause (A) of this s ction, the tax 

29 shall be at the applicable rate. as set forth herei above, of the 

30 consideration given or contracted to be given for s ch property or 

31 for the use of such property, but excluding y credit for 

32 property of the same kind accepted in part payme t and intended 

33 for resale, plus the cost of transportation, except 

EXPLANA110N--Matter encloled in bold-fac.d brlcketl 
Ibove bill il not .nacted and il Intend.d to be omltt.d 

Matt-.r underlined 1hY1 il new Mltter. 

the 
i 

hQfe such cost 
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is separately stated 10 the written contract. if any! and on the bill 

2 rendered to the purchaser. Par the purposes of cause (B) of this 

3 sectiOl'l, the tax shall be at the applicable rat . as set forth 

4 hereinabove. of the price at which items of th sallle kind of 

5 tangible personal property are offered for sale by the user, or if 

6 items of the same kind of tan 'ble ersonal ert are not 

1 offered for sale by the user in the re lar course f business and 

8 are used as such or incor orated into a structure. buildin or real 

9 property the tax shall be at the lieable rat as se! forth 

10 hereinabove of the consideration ted to be iven 

11 for the tan ible ersonal manufactured 

12 assembled b the user into the tan ible ersonal 

13 of which is subject to use tax pursuant to this s 

14 mere storage, keeping, retention or withdrawal f 

15 tangible personal property by the person who 

16 processed or assembled such property shall not 

17 taxable use by him. For purposes of clause (C) 

rocessed or 

ert the ~ 

ction and the 

m storage of 

manufactured. 

be deemed a 

f this section, 

18 the tax shall be at the applicable rate. as set for h hereinabove,
 

19 of the consideration given or contracted to be given for the
 

20 service. including the consideration for any t· gible personal
 

21 property transferred in conjunction with the perfo ance of the
 

22 service, plus the cost of transportation, except wh re such cost is
 

23 seParately stated in the written contract, if any,
 

24 rendered to the purchaser.
 

25 (cf: P.L.1982. c.221, s.4)
 

26 2. Section 10 of P.L.1989. c.123 is amended to re d as follows: 

21 10. (a) Sections,l through 9 of P.L.1989. c.123 shall apply to 

28 sales of tangible personal property for lease if the elivery of any 

29 of the property which was the subject matter of he agreement 

30 was completed on or after June 26, 1989. For the urpose of this 

31 subsection. if the lessor does not take delivery of the property. 

32 delivery to the lessee shall be deemed delivery to th lessor. 

33 (b) Notwithstanding any provisions of P.L.1989. c.123 to the 

34 contrary. and except as provided in subsection (c) f this section, 

35 lease agreements for tangible personal property tax ble under the 

36 sales and use tax act in effect before June 26. 1 89. and under 

31 which delivery to the lessee of all the property as completed 

38 before that date. shall be subject to sales or use t x on the basis 

39 of and at the time that the periodic lease paYlne lts and other 
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1 charaes or payments are made by the lessee under the 

2 includina but not limited to purchase options and e 

3 charaes. 
4 (c) Upon renewal of a lease agreement which is su 

5 as provided under subsection (b) of this section, sale 

6 shall be due from the lessor either at the election 0 

agreement, 

cess usage 

ject to tax 

or use tax .. 
the lessor. 

7 ill on the purchase price of the propertY[i]l provid d however, 

8 that credit shall be granted for the tax paid with res ect to the 

9 lease of such property in New Jersey prior to that re ewal1...2!.ill 

10 ~~~.thn amount of the total of the lease a ents aU ibutable to 
11 tho lease of such property. 

12 If the lessor of tan ible ersonal ro ert urch for lease 

13 !tlects to tax as rovided in Bra ra h 2 of this subsection 
14 an and each su ent lease or rental is a retail ale and a 

15 subsequent sale of IUCh property is a retail sale. 

16 (cf: P.L.19B9, c.123, s.10) 

17 3. There is appropriated from the General Fund 150.000 to 

18 the Division of Taxation in Ule Department of the. reasury to 

19 effectuate the P1Jl'lIOSes of P.L.19B9. c.123. 

20 4. This act shall ,take effect immediately and sec ion 1 shall 

21 apply to uses of tangible personal property deliverrd into the 
22 State on and after )anWlry 1. 1985 and section 12 shall be 

23 retroactive to )1me 28, 1989. 

24 

25 

28 STATEMENT 

21 

28 1'Ids bill clarifleo the impoaition of 101.. ond ~ tax 00 

29 tanaible penonal property for two specialized types of vendors. 

30 The bin enacts into statutory law the regulatio I N.J.A.C. 

31 18:24-5.11. which h.. since 1910 explained the sal s and use 

32 taxation of pmperty manufactured outside of the State and 

33 bl"DUlht mto the State for incorporation into realty by 

34 

31 

38 

31 

cantracto..... Accol'din, to that resuIation, pe who 

lIIIIIutsature butldlq components outside New Je y and who 
sat II c:ontnfton in eiec:ttns It~tUl'll or bullcUna .t altlrinl, 
lmprovIns, or repalrinl real property but who do notl offer IUdI 

38 ~ componenu tor ,.at. pay .. tu GIl .. ........ 

39 c:omponenu baed on the lIIIO"" pIid ror'" laW .. 
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1 the components used. This concept is sufficiently i~portant that 
2 it should be reflected in statutory fonn. This bill ~ll ensure that 
3 New Jersey building component manufacturers will not beI 

4 disadvantaged by an interpretation of law which wtuld favor out 
5 of State manufacture or manufacturers. 
6 This bill also amends the transition section of the act. 
7 P.L.1989. c.123, which changed the payment of sal s and use tax 
8 on leased tangible personal property from the lessee to thet 
9 lessor. That act provided an option. at the eleCtiO~Of the lessor. 

10 for basing the amount of tax either on the lessor's urchase price 
11 of the property or the sum of the lessee' s pa ents required 
12 under the lease. That option was not included in Ithe transition 
13 section, which governs the taxation of leases in effect before 
14 that act and the renewel of such leases. This bill akes the same 
15 option available to lessors who renew leases in effe t before that 
16 act. 

17 This bill also appropriates $750,000 to the Divisi n of Taxation 
18 in the Department of the Treasury. for th purpose of 
19 effectuating the sales tax administration changes ade pursuant 
20 to P.L.1989, c.123. 

21 

22 TAXAnON - SALES I 
23 . Commerce and Industry I 

24 

25 Imposes use tax on certain property. provides oPtitnal sales tax 
26 assessment base for certain property and approPrirtes $150,000 
27 for implementaionof P.L.1989, c.123. 

I 



I 
SENATE REVENUE, FINANC:~~ ANq 

APPROPRIATIONS COMMITTEE I 

STATEMENT TO I 

SENATE j No. 3944 

STATE OF NEW JERSEY 
I 

DATED: NOVEMBER 30, 1989 

The Senate Revenue, Finance and Appropriati ns Committee 

favorably reports Senate Bill No. 3944. 

Senate Bill No. 3944 clarifies the imposition of s les and use tax 

on tangible personal property for two specialized type of vendors. 

The bill enacts into statutory law the salis and use tax 

regulation which explains the use tax imposition lupon property 

manufactured outside of the State and brought into the State for 

incorporalion into realty by contractors. AcCo~ding to that 

regqlation and under this bill, persons who manu~acture building 

components outside New Jersey and who act as Icontractors in 

making capital improvpments upon real property in l'jlew Jersey, but 

who do not offer such building components for salel in the regular 

course of their business, must pay use tax on the building components 

based on the amount paid for the raw materials of the components 

used. The incorporation of this use tax provision in t~e sales and use 

ta."C statute will ensure that New Jersey build'ng component 

manufacturers will not be disadvantaged by an inte~retation of law 

which would favor out-of-State manufacture or manufacturers. 

This bill also amends the transition section of th act, P.L.1989, 

c.123. which changed the payment of sales and us tax on leased 

tangible personal property from the lessee to the 1 ssor. That act 

provided an option, at the election of the lessor, for basing the 

amount of tax either on the lessor' s purchase price f the property 

or the sum of the les.Clee' s payments required under _he lease. That 

3ption was not included in the transition section, whtch governs the 

taxation of leases in effect before that act and the ~newal of such 

leases. This bill makes the same option available Ito lessors who 

renew leases in effect before that act. I 

This bill also appropriates $750,000 to the OiViSj'n of Taxation 

in the Department of the Treasury. I 

FISCAL IMPACT: I 
This bill appropriates $750,000 irom the Generaf Fund 

Division of Taxation in the Department of the TrtaSUry 

to 

for 

the 

the 

purpose of effectuating the sales tax administration Ichanges made 

pursuant to P.L.1989, c.123. I 

I· 
I 
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