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Each of the exclusions listed above is discussed below.  
Municipal metered parking:  There is a wide range of parking systems and variation in what may be determined to constitute “municipal metered parking.”  After consulting with local officials involved in parking activities, the Division of Taxation has provided the following definition and interpretation of “municipal metered parking”:

"Municipal metered parking" means: 

1) Parking spaces or stalls located on a public street where the right to park is purchased through a parking meter on a post, whether or not coin operated
2) Parking spaces or stalls located in an open air lot where each space is controlled by an individual parking meter on a post, whether or not coin operated.
3) Parking spaces or stalls located on a public street where the right to park is purchased through a pay and display device. 

 “Municipal metered parking” excludes (meaning, subject to sales tax):

1) Any system where payment is made at a device in a central location(s) in an open air lot

2) Parking spaces or stalls in a structure of any kind, whether controlled by meters on a post, attended or unattended kiosk pay system, parking attendants, or lift gates however controlled. 

Local units are obliged to follow the definition and interpretation in administering tax collection and remittance.  

Residential parking:  The Division of Taxation has concluded that “residential parking” covers permits and fees, regardless of who pays it, for residents to park on local streets, off-street lots, or in garages that are in close proximity to their residence.  It does not include residents of a municipality who park in another facility in the municipality to park for commuter or other purposes.

Employer paid parking: Employee parking is exempt from taxation when paid for by an employer on behalf of their employees.  The exemption does not apply to individuals purchasing parking services for business commuting or travel.

Local Parking Taxes: When local units assess a parking tax pursuant to the Local Tax Authorization Act (N.J.S.A. 40:48C-1 et seq.), the state sales tax is not imposed.  Only those local units that meet the definitions of N.J.S.A. 40:48C-1, 1.2, and 1.3 are authorized to impose the tax allowed in N.J.S.A. 40:48C-6.  A copy of these sections of law is enclosed with this Notice.  Municipalities that are eligible and planning to impose the tax should carefully review those and related statutes in N.J.S.A. 40:48C-1 et seq. to confirm their eligibility.                                                                                                                                                                                                   

The 7% sales tax must be collected by any local unit, usually a municipality (including utility operations), parking authority, or county improvement authority that maintains an affected parking facility.  Officials responsible for government parking should carefully review these definitions to determine if their activities are subject to the tax.  If so, they must immediately plan to collect the tax starting October 1.  Municipalities that have previously adopted, and those that may adopt a local parking tax must anticipate the revenue on Sheet 4, or, if it is a new item of revenue, on Sheet 10 of their annual budget.  Information on other parking sales tax issues is on the Division of Taxation website.
The Division of Taxation recognizes that the definitions may disrupt some local practices, particularly those where equipment does not permit making of change or has fixed amount payment systems.  This may cause some local units to either raise their parking rates to collect the tax; temporarily absorb the tax in the fee being charged; or if circumstances allow, reduce the amount of time purchased by the fixed amount to offset the tax.  Local units must make their own decisions on how to handle these situations in context of their facilities, equipment, and practices.  Regardless, the tax must be collected starting October 1.

For those parking facilities that charge an annual or monthly fee, the tax is to be collected on the next payment made on or after October 1.  Retroactive payments are not required.

Local units that are obligated to collect the tax must refer to Section 3 of this Notice for instructions on registering to collect the tax and how to remit it.

2.  Membership Fees

The sales tax is now extended to membership fees (including initiation fees, membership fees or dues, but excluding incidental or per event admission fees) for access to, or use of the property or facilities of a health and fitness, athletic, sporting club or organization in the state, except for membership in a club or organization whose members are predominantly age 18 or under.  N.J.S.A. 54:32B-3(h)

This provision has specific application to government agencies that maintain:

· Health/fitness programs at community centers;
· Swimming pools or aquatic facilities;
· Golf clubs;
· Tennis facilities; and
· Other health and fitness facilities.
It also applies to other community based (i.e., YM-YWCA, JCC, YMHA, etc.) and privately owned facilities (fitness clubs, non-profit health facilities, etc.). There is no exception for facilities owned by non-profit organizations; it is the sale of access to or use of the facility that is taxed, not the owner.  It also applies to public schools and county colleges that run these types of membership fee-based programs.  It does not apply to beach passes at shore communities.

The tax does not apply to individual usage fees, only fixed fees that allow membership or general access to a facility.  Specifically, the Division of Taxation website notes:

· The law still contains an exemption for admissions charges to or for the use of any facility where the patron will be a participant in sporting activities. 

· Admissions to bowling alleys, swimming pools, golf courses, baseball batting cages, and pool halls remain exempt from tax. 

· The taxability of such admission charges are unaffected by the new law. However, the new law does impose tax on membership fees or dues paid to the same type of facilities.

Local units should carefully review their activities and if they determine that they provide any of these services, adopt policies to collect the tax.  

3.  Administering the Sales Tax

There are several elements involved in administering the sales tax.  They include:

1) Registering with the State to collect the tax;
2) Periodically remitting the tax; and
3) Accounting for the tax

4) Public notification of the tax

1) Registering with the State

The Division of Local Government Services has reviewed the process for registering to collect the sales tax with the Division of Revenue (DOR), the agency in charge of collection administration.  The DOR has agreed to support local unit registration needs with a simplified registration process.

Because all local units are already registered with the DOR for other purposes, to register to collect the tax the Chief Financial Officer must send an e-mail to DOR (Darryl.Ceremsak@treas.state.nj.us), providing the name of the local unit, its correct mailing address, its Federal Employer Identification Number (FEIN), and request that the local unit be registered to collect the tax.  DOR will then “flip the switch” to authorize sales tax collection, and generate a package of information sent via regular mail. 

2) Remitting the tax

Sales taxes are remitted monthly (if more than $500) or quarterly.  The package sent by DOR will contain information on how to remit the sales tax, as well as a PIN number.   Remittances are made via electronic transaction – paper checks are not accepted.  The process is similar to making Division of Pension and Benefits payments.  

The information the DOR sends will include instructions to make electronic deposits or obtain information at any time at the Division of Revenue website.  Local units must only use the Electronic Funds Transfer (EFT) procedure.  Either the ACH-Debit or ACH-Credit method may be used.  Use of the “E-Check” is NOT authorized.  Local units may already be using the ACH system to make other State payments.

Questions on registering or remitting the sales tax go to the Division of Revenue.  In information is nt available from their website, use the e-mail address above, or call their Client Registration Desk at 609-292-1730.
3) Accounting for the tax

Municipalities and counties: As the tax is a government obligation and the amount cannot be determined in advance, the Division has determined that the “dedication by rider” provision of budget law will apply to collecting and remitting sales taxes.  Municipalities and counties must pass a resolution applying to the Division for the inclusion of a “Sales and Use Tax Rider” in their budget.  Upon approval, a separate trust fund and bank account dedicated for sales tax receipts can be established.  The resolution should be passed and filed before the first remittance is made.
The Division recommends a separate bank account be used to ensure segregation and accountability of funds involved in electronic transactions.  The account should be interest bearing, and any interest earnings should be remitted to the current fund.  
Local authorities:  Anticipated sales tax receipts are not reflected as revenue under Parking Fees or as a budgeted appropriation.  As sales taxes are received, they are posted to a balance sheet account as Sales Taxes Payable.  When remitted to the State, the cash would be charged to that account.

Any authority that maintains an accounting system that bills for permits on a monthly, annual or other basis, and recognizes the receivable in their system should consult with their accountant or auditor to properly treat the sales tax obligation.

Finally, any costs incurred in implementing the changes (i.e., computer programming or equipment modifications) would be reflected as an Other Expense in Cost of Providing Services.  

4) Public notification of the tax

The Sales and Use Tax law requires that sales tax be separately stated and charged to purchasers of taxable goods and services.  However, there is an exception; available upon written application to the Director of Taxation, asking that for a particular business, the Director find that it would be impractical for the seller to separately charge the tax to the purchaser.  The Division has recognized that this exception applies to the sale of parking.  Thus, the sales tax may be included in the rate charged for parking, but the seller must indicate to the purchaser that the rate includes the sales tax. This can be accomplished by a sign, a notation on a parking receipt, or by any other public means.

4.  Other Services Covered by the Tax

The sales tax is also extended to other services that local units may purchase.  In these cases, the exemption from paying sales taxes that is extended to governments continues, and government agencies are exempt from paying the tax:

Information Services: the furnishing of information of any kind, which has been collected, compiled, or analyzed by the seller, and provided through any means or method, other than personal or individual information which is not incorporated into reports furnished to other people. N.J.S.A. 54:32B-3(b)(12).
Investigation and Security Services: includes the following: 
(1) Investigation and Detective Services, including detective agencies and private investigators, and fingerprint, polygraph; missing person tracing and skip tracing services; 

(2) Security Guard and Patrol Services, including bodyguard and personal protection, guard dog, guard, patrol, and security services; 

(3) Armored Car Services; and 

(4) Security Systems Services, including security, burglar, and fire alarm installation, repair or monitoring services. N.J.S.A. 54:32B-3(b)(11).
Magazines and Periodicals:  Magazines and periodicals, whether or not accessed by electronic means, are subject to tax. However, the law retains the exemption for newspapers; and magazines and periodicals sold by subscription; and membership periodicals.  N.J.S.A. 54:32B-8.5(a)
Landscaping Services: services that result in a capital improvement to land, other than structures of any kind whatsoever, such as: seeding, sodding or grass plugging of new lawns; planting trees, shrubs, hedges, plants; and clearing and filling land. N.J.S.A. 54:32B-2(ww).
Delivery Charges for Taxable Goods and Services: The law modifies the exemption for delivery charges that are separately stated from the purchase price of an item on the invoice, bill or similar document given to the purchaser. The law provides for the taxation of delivery charges on taxable items and retains the exemption for delivery charges on nontaxable items like clothing.  N.J.S.A. 54:32B-8.11.
Prewritten Computer Software Delivered Electronically: The law limits the current exemption for prewritten computer software delivered electronically to electronically delivered computer software that is used directly and exclusively in the conduct of the purchaser’s business, trade or occupation. Thus, electronically delivered software sold to individuals is subject to tax.  N.J.S.A. 54:32B-8.56.
Laundering: The law specifically limits the sales tax exemption for laundering, dry cleaning, tailoring, weaving, and pressing to providing these services to clothing. As a result, all of these services will be taxable when performed on property such as draperies, carpets, blankets, comforters, slipcovers, tablecloths, napkins, dust cloths, mats, mops, industrial wiper cloths, fender covers, bed linens, hospital linens, table linens, linen supply towels and other cloths.  N.J.S.A. 54:32B-3(b)(2).
"Digital Property": electronically delivered music, ringtones, movies, books, audio and video works and similar products, where the customer is granted a right or license to use, retain or make a copy of such item. Digital property does not include video programming services, including video on demand television services, and broadcasting services, including content to provide such services. N.J.S.A. 54:32B-2(vv). 

5. Services Provided by Local Units Exempt from Taxation
There are some cases where government agencies are the providers of these services and could be required to charge sales taxes in some cases.  There is, however, a general principal that sales taxes are not charged for services that are an inherent part of the government’s responsibility.  This exception would specifically apply to those services where the government is the only provider of the service.

For example, sales tax would not be collected for copies of government records that might otherwise be considered as Information Services as described above, as the records are prepared and maintained by the government.  Sales taxes should not be charged on OPRA or similar requests.

Similarly, municipalities commonly provide services that would fall under the definition of Investigation and Security Services.  When police officers perform “outside employment” in accordance with Attorney General guidance (see Local Finance Notice CFO 2000-14) or provide police department-based burglar alarm monitoring, sales taxes would not be charged.  They are inherent government services as they provide a service that can only be provided by the government.
These are the only exceptions that have been reviewed and approved by the Division of Taxation as governmentally provided services that are exempt from sales taxes at this time.  Government agencies providing other services that are otherwise taxable should inquire with the Division to determine if they are taxable.
Due to the tight timeframes to apply these procedures, local units should act to implement them as soon as possible.  Contact the Division of Taxation with questions concerning the taxability of services at nj.taxation@treas.state.nj.us or 609- 609-292-6400.
​​​​​​​​​​​​​​​​​__________________________________________________________________________________

Approved: Susan Jacobucci, Director
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Local Parking Tax Authorization Laws 

40:48C-1.    Imposition of taxes  
     1.   Any municipality having a population in excess of 200,000 hereinafter referred to as "municipality," is hereby authorized and empowered to enact an ordinance or ordinances imposing any of the taxes hereinafter provided for at the rates and in the manner hereinafter provided.  

    L.1970,c.326,s.1; amended 1981,c.462,s.38; 1990,c.9,s.4. 
40:48C-1.2.  Facility in 2 municipalities 
     Any municipality having a population of less than 125,000, but in excess of 100,000, according to the latest federal decennial census, is hereby authorized and empowered to enact an ordinance imposing the tax provided for in Article 3 (Parking Tax) of the "Local Tax Authorization Act," P.L. 1970, c. 326 (C. 40:48C-6 et seq.) on any portion of a facility situated within its borders, but which, in part, is also situated in a contiguous municipality which has enacted an ordinance imposing the tax provided for in Article 3 (Parking Tax) of the "Local Tax Authorization Act," P.L. 1970, c. 326 (C. 40:48C-6 et seq.). 

    P.L. 1987,c.21, 
 
40:48C-1.3.  Parking tax, certain municipalities  
     2.   Any municipality located in a county of the first class with a population density exceeding 10,000 persons per square mile, according to the latest federal decennial census is hereby authorized and empowered to enact an ordinance imposing the tax provided for in Article 3 (Parking Tax) of the "Local Tax Authorization Act," P.L.1970, c.326 (C.40:48C-6 et seq.) on any facility situated entirely within its borders, or on any portion of a facility situated within its borders, but which, in part, is also situated in a contiguous municipality which has enacted an ordinance imposing the tax provided for in Article 3 (Parking Tax) of the "Local Tax Authorization Act," P.L.1970, c.326 (C.40:48C-6 et seq.).  

    L.1991,c.288,s.8.  
  
40:48C-6.    Parking tax 
     Any municipality is hereby authorized and empowered to enact an ordinance imposing in any such municipality a tax, not to exceed 15%, on fees for parking, garaging, or storing of motor vehicles, other than parking in a garage which is part of premises occupied solely as a private one- or two-family dwelling.  For the purposes of this act, in the case where any parking facility situated within two contiguous municipalities authorized under section 1 of P.L. 1970, c. 326 (C. 49:48C-1) and section 2 of P.L. 1987, c. 21 (C. 40:48C-1.2), the tax authorized herein may only be imposed on fees attributable to that portion of any parking facility which is situated within the physical boundaries of the municipality. 

    P.L. 1970,c.326; amended 1987,c.21,s.1. 
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Application of New Sales Tax Provisions to Local Units:


Parking, Health Club Membership Fees, and Other Information





As many local officials know, state law (� HYPERLINK "http://www.njleg.state.nj.us/2006/Bills/AL06/44_.PDF" ��P.L. 2006, c. 44�) increased the state sales and use tax rate from 6% to 7%, beginning July 15, 2006.   In addition, beginning October 1, 2006, the law also extends the base of the sales and use tax to new services, and limiting some exclusions and exemptions.





It is the extension of the sales tax to some of the new services that, for the first time, will require local units that provide these services to collect sales tax from users and remit the proceeds to the State.  These services include parking services and membership fees in health and fitness, athletic or sporting clubs.  Local units that provide services that meet the specific definitions (discussed below) are obligated to begin collecting sales taxes on October 1.





This Notice reviews:


Sales tax on parking services


Sales tax on membership fees


How local units register with the state to collect and remit sales taxes;


Services that are purchased by governments that are not generally taxable, but for which governments remain exempt from taxation; and,


Services that are now taxable that some government units may provide, but for which taxes are not collected.





Additional information and details about the sales tax and its application are found on the �HYPERLINK "http://www.state.nj.us/treasury/taxation/salestaxbase.htm"��Division of Taxation website�.





1. Parking Services





The law defines parking services that are subject to the tax as follows:


The receipts from parking, storing or garaging a motor vehicle, excluding charges for the following types of parking: residential parking; employee parking, when provided by an employer or at a facility owned or operated by the employer; municipal metered parking; and parking receipts subject to tax imposed by any other law or ordinance (e.g., municipal parking taxes).  N.J.S.A. 54:32B-3(i).
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Director's Office


V.  609.292.6613


F.  609.292.9073


Local Government Research


V.  609.292.6110


F.  609.292.9073


Financial Regulation�and Assistance


V.  609.292.4806


F.  609.984.7388


Local Finance Board


V.  609.292.0479


F.  609.633.6243


Local Management Services


V.  609.292.7842


F.  609.633.6243


Authority Regulation


V.  609.984.0132


F.  609.984.7388


Mail and Delivery


101 South Broad St.


PO Box 803


Trenton, New Jersey


08625-0803


Web: � HYPERLINK "http://www.nj.gov/dca/lgs" ��www.nj.gov/dca/lgs�


E-mail: � HYPERLINK "mailto:dlgs@dca.state.nj.us" ��dlgs@dca.state.nj.us�
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