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FEBRUARY 2007

TAX ALERT

UpPpATE on NEw JERSEY WITHHOLDING REQUIREMENT
For CONTRACTORS

his tax alert is a follow-up to
I “Taxing Matters for your
Association,” an article published

in the Winter 2007 edition of W&G’s
Community Property Advisor newsletter.

Beginning January 1, 2007, the State of
New Jersey now requires that income
taxes be withheld from payments made to
any unregistered, unincorporated
contractors. If tax withholding is required,
seven percent of the gross payment to the
contractor should be withheld and
remitted to the State. For withholding
purposes, contractors are defined by New
Jersey as:

“a person entering into a contract for
services to construct, improve, alter or
repair a building, structure or
improvement to real property and includes
a subcontractor, but shall not include
professional services.”

Withholding will not be required if the
contractor is a corporation or presents
proof of registration in the form of a
Business Registration Certificate. One
way to tell if the contractor is a
corporation is if they have “Corp.” or
“Inc.” at the end of the the business’
name. If they are not incorporated, the
Business Registration Certificate is the
only document you can rely on to be safe
from potential penalties for failing to
withhold the appropriate tax. If the
contractor is registered, they can print the
Business Registration Certificate from the
New Jersey Division of Revenue’s website
(http://www.state.nj.us/treasury/revenue/b
usregcert.htm).

If the contractor is not registered, they
may register with New Jersey using Form
NJ-REG or Form NJ-Reg-A depending
upon what other business tax and
employer obligations they have. These
forms can be filed with the State using the
New Jersey Division of Revenue’s
website.

If withholding is required for any
payments made, you can remit the
withholding to New Jersey using one of
two methods permitted by the State. The
first method is to include the tax withheld
on Form 927 if you already have payroll
and are required to file this form quarterly.
The second method is to file the newly
created Form NJ-550 monthly. For your
convenience, a copy of Form NJ-550
along with the instructions follows this tax
alert. The tax withheld will also be
disclosed to New Jersey on Form NJ-W-3-
UNC annually. This form has not been
released by the State at the time this alert
was prepared.

The above information is general
in nature and does not include all
of the details or exceptions to this
new legislation. Please contact your
Wilkin & Guttenplan, P.C. advisor to
discuss your specific situation.

Any U.S. tax advice contained in this
communication (including any attachments) is not
intended or written to be used, and cannot be used,
for the purpose of avoiding tax penalties that may

be imposed on the taxpayer.






