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The New Jersey Urban Enterprise Zones Act, N.J.S.A. 52:27H-60, et. seq., was amended by P.L.
2001, c.347 to authorize the designation of Urban Enterprise Zone-impacted business districts.
Urban Enterprise Zone-impacted business districts are economically distressed business districts
classified by the Urban Enterprise Zone Authority (the “Authority”) in the Commerce and
Economic Growth Commission as having been negatively impacted by two or more adjacent
Urban Enterprise Zones in which reduced Sales Tax is collected.

After the designation of a Zone-impacted district, for a business located within the district to
participate in the program, the business must first be certified as a “qualified business.” The
business must submit an application to the local municipal coordinator on an Authority
application form. The local coordinator verifies that the business is within the district and
forwards the application to the Authority for review and approval. In deciding whether a
business may be certified, the Authority considers whether the business will create new
employment in the municipality containing the district, and not create unemployment elsewhere
in the State (including that municipality). For more information on obtaining approval to be a
qualified business, interested businesses should contact the local coordinator for their
municipality.

To collect reduced Sales Tax, a qualified business must also complete a UZ-1 application for
authority to collect tax at the reduced rate. If the qualified business is a retailer and exhibits and
has an inventory of items for retail sale, and is not primarily a catalog or mail order business, the
application is approved and a UZ-2 certificate is issued. No business may collect Sales Tax at the
reduced rate without a currently effective UZ-2. Recertification of the UZ-2 is automatic, unless
the business loses its “qualified business” status or changes ownership or form.

The only benefit provided to such qualified businesses in an Urban Enterprise Zone-impacted
business district is the entitlement to collect Sales Tax at 50% of the reqular Sales Tax rate
credits, incentives, programs or other benefits provided to qualified businesses located within an
Urban Enterprise Zone are not available to qualified businesses located within a Zone-impacted
business district.

The benefit of collecting Sales Tax at a reduced rate applies to most taxable sales of tangible
personal property. However, the receipts from sales of motor vehicles, trailers, alcoholic
beverages, cigarettes and energy are taxable at the regular Sales Tax rate. The reduced rate
cannot be collected on sales of services. If the charge for services is not separately itemized on
the bill, a reduced rate vendor selling both services and personal property must charge the
regular Sales Tax rate.

Page 1




In addition, effective 4/1/02, these cities are eligible for the designation of a new Urban
Enterprise Zone: 1) Bayonne City, 2) Roselle Borough, and 3) N. Wildwood City, Wildwood City,
Wildwood Crest Borough and West Wildwood Borough (Joint Zone).

Once the Zones are designated by the Authority, businesses in the new Zones must obtain
qualification from the Authority in order to be exempt from Sales Tax. In addition, before
businesses can collect Sales Tax at the reduced rate, they must also complete a UZ-1 application
and receive a UZ-2 certificate of authority to collect reduced Sales Tax.

After zone designation, qualified businesses in Wildwood, Wildwood Crest, and North Wildwood
that file the ST-350 Cape May County Tourism Tax Return will continue doing so. If these
businesses make sales of tangible personal property and have the UZ-2 certificate to collect 50%
of the regular Sales Tax rate they must also file the UEZ Sales Tax Return (UZ-50). Qualified
businesses filing both returns will report all sales of room occupancies, admissions and meals
and drinks and related deductions on the ST-350. All other categories of sales and related
deductions must be reported on the UZ-50, although only sales of tangible personal property
qualify for the UEZ reduced Sales Tax.

Finally, the new legislation has given the Authority the ability to extend the designation of an
Urban Enterprise Zone in certain situations. The designation extension is made on a one-time
only basis.

Note: A Technical Bulletin is an informational document designed to provide guidance on a
topic of interest to taxpayers and describe changes to the law, regulations, or Division policies. It
is accurate as of the date issued. However, taxpayers should be aware that subsequent changes
in the tax law or its interpretation may affect the accuracy of a Technical Bulletin. The
information provided in this document does not cover every situation and is not intended to
replace the law or change its meaning.
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