
•--
. 

• 

• 

CORPORATION BUSINESS TAX ACT 

See: 26 N.J.R. 761(a), 26 N.J.R. 1696(b). 
Section was "Consolidated returns for subsidiary corporations". 

Case Notes 
, Taxpayer corporation, which possessed 100 percent ownership of 

investment in French and Bra,zilian corporations directly and: through 
its wholly-owned Dutch subsidiary, was entitled to 100 percent exch1-
sions for the dividends received from the French and Brazilian corpora-
tions. International Flavors .& Fragrances, Inc. v. Taxation Div. Di-
rector, 5 N.J.Tax 617 (Tax Ct.1983), affirmed per curiam 7 N.J.Tax 652 
(App.Div.1984), affirmed 102 N.J. 210,507 A.2d (1986). 

18:7-4.16 (Reserved) 
Repealed by R.1994 d.186, effective April 18, 1994, 
See:" 26 N.J.R. 761(a), 26 N.J.R. 1696(b). 

Section was "Valuation of securities".-

18:7-4.17 (Reserved) 
New Rule, R.1984 d.496, effective November 5, 1984, 
See: 16 N.J.R. 1325(a), 16 N.J.R. 3057(a). 
Repealed by R.1994 d.186, effective ApriU8, 1994. 
See: 26 N.J.R. 761(a), 26 N.J.R. 1696(b). 

Section W!\S "Urban enterprise zones". 

18:7-4.18 (Reserved) 

SUBCHAPTER 5. ENTIRE NET INCOME; -
DEFINITION, COMPONENTS AND RULES 
FOR COMPUTING 

18:7-5.1 Entire net income; definition 
(a) "Entire net income" means total net income from all 

sources, whether within or without the United States, and 
includes: 

1. The gain derived from the employment of capital 
or labo~, or from both combined, as well as 

2. Profit gained through a sale or conversion of capital 
assets. 

(b) For the pmpose of the-New Jersey tax, the amount of 
a taxpayer's entire net income shall be deemed prima fade 

.-to be equal in amount to the taxable income, before net 
operating loss -deduction and ·special_ deductions, which the 
taxpayer is required to report to_ the United States Treasury 
Department for the purpose of computing its Federal in-
come tax, subject to the adjustments set forth in this Sub-
chapter. · 

(c) Consistent with N.J.A.C 18:7:...:11.15, entire net in-
come shall be-det~rmined on-a separate-entity basis asif the 
contemporaneous Federal return had not been a consolidat-
ed return. 

Example 1: _ Cmporation A is part of a con&olidated 
group filing for Federal purposes which as a group in-
curred a net operating loss;for the year.· Corporation A, 
however, on a separate entity basis had net ,income, of 

18:7-5.2 

. $100,000 before _ its charitable contribution expense of 
$15,000 is_ taken into account. Based on a separate, non-
consolidated calculation under the Internal Revenue 
Code, and th~ contribution limitations applicable to all 
corporations for the period under review (that is, 10 
percent), Corporation A's reportable net income for New 
Jersey purposes is $90,000 ($1001000 - ($100,000 x .10)). 

Example 2: _ Corporation B is part of a consolidated 
group filing for Federal purposes which sold goods in the 
ordinary. course of business to Corporation ) C, also a 
member of the same consolidated group filing. The 

_ selling price between Corporation B -and C was at -arm's 
length and)hcluded a 'profit element in it. The Federal 
corporate consolidated filing would recognize but defer• 
the gain on the sale of the goods between Corporation B 
and C since Corporation C had not disposed of the 
property outside the group at .year end. For New Jersey 
purposes, however, Corporation B must report the gain 
on the sale of the property for net income purposes, and 
Corporation C must include the full sales · price · of the 
property in its inventory value'. 

( d) Entire net income · shall be determined as if no elec-
tion had been made under 26 US.C. 1371 (Subchapter S of 
the Federallnternal Revenue Code). 

\ 
Amended by R.1985 d.562, effective November 4, 1985. 

· See: 17 N.J.R. 1538(a), 17 N.J.R. 2678(a). · 
(c) added. _ _ 

Amended by R.1992 d.231, effective June 1, 1992. 
See: 24 N.J.R. 1522(a), 24 N.J.R. 2074(c). 

_Added examples to (c); deleted (e). 

Statutory References 
See N.J.S.A. 54:10A-4(k) as t6-definition and scope of "entire net 

income." 

Case Notes 
Regulations were valid. General Bldg. Products Corp. v. State, Div. 

of Taxation, 14 N.J.Tax 232 (1994), affirmed 15 N.J. Tax 213. 
State's· prohibition against filing of consolidated income tax returns 

by related. corporations does not immunize s4bsidiary corporation· from 
state taxation of any gain realized as result of deemed sale of its assets. 
General Bldg. Products Corp. v. State, Div, ofTaxation, 14 N.J.Tax 
232 (1994), affirmed 15 N.J. Tax 213 . 

New York S corporation's distribution to New Jersey taxpayer would 
be treated as being from corporation's accumulated earnings. Laurite 
v. Director, Div. of Taxation, 12 _N.J.Tax 483 (19~2), affirmed 14 
N.J.Tax 166, certification denied 135 N.J. 301, 639 A.2d 301. 

Absent showing that S corporation's income was from--current earn-
ings it would be assumed that distribution was from accumulated 
earnings. Laurite v. Director, Div. of Taxation, 12 N.J.Tax 483 (1992), 
affirmed 14 N.J.Tax 166, certification denied 135 N.J. 301, 639 .A.2d 
30L - :--------, 

18:7..:.5.2 Entire net income; how computed 
(a) "Taxable income before -net operating loss deduction 

and special deductions," hereinafter referred to as Federal 
taxable income, is the starting point in the computation of 
the. entire net income. After _ determining Federal taxable 
income, it mus,t be adjusted as follows: 

7-35 Supp. 5-19-97\ 



18:7-5.2 

1. Add to Fecleral taxable income: 
• i. The amount. of any specific ex¢mption or · credit 

allowed in any law of the United States imposing any 
tax on or measured by the incomd of corporations, 
where such specific exemption or cr~dit bas been de-
ducted in computing Federal taxable.income; 

·.! - ' ·-"!",:-, : - :_ 
ii. All interest income from sources within the Unit-

ed. States which has not been included in computing 
Federal taxable income, including int~rest on ~tate and 

·•Municipal bonds and certain obligati0ns of the United 
States and· its instrumentalities, ·less: interest· .. expense 

. incurred to·. carry such investments, to., the extent· such 
irtterest expense has not been· deducted in· computing 
Federal taxable income; · 

, ! ' 

iiL. AU dividend income from stjurces within the 
United States which has not been imjluded in comput-
ing Federal taxable incqme; ' 

iv. All Federaltaxes on or measured by income or 
profits .which were deducted in computing Federal tax-
able income; . 

v. · All New Jersey franchise .. taxes: paid or accrued 
under the Corporation Business Tax Act, whether mea-
sured by net worth, net. income or otherwise, to the 
extent such. taxes were deducted in computing Federal 

· taxable income; and, with respect· to. ' accounting years 
beginning after July 7, 1993, ta.xes pai~ or accrued to a 
possession or terdtory of the UnitedStates, a state,. a 
political subdivision thereof, or the :Pi~trict of Colum-
bia on or ·measured ·by profits or incbme, ·or business 
presence or business activity including; without limita-
tion, the Michigan Single Business T~ and taxes mea-
sured in whole or inpart by "nettaxabk capital" tothe 
extent such taxes were deducted .in cdmputing Federal 
taxable income; 

vi. Net operating losses sustained dµring any year or 
period other than that covered by the return, which 
were · deducted in . computing Federal i taxable income, 
but a net operating .. loss deduction. sh~H be allowed to 
the extent provided by N.J.A.C. l8:7~5l12 through 5.16; 

vjL For accounting or privilege peri6ds ending on or 
before January·10, 1996, the amount d~ducted,)n com" 
puting Federnl taxable income, fClr interest on indebted-• 

. riess whether · or not evidenced by .a written statement 
To· be added back, ~uch · interest must pe owed directly 
or indirectly either to an. individual 1 stockholder or 
members of h~s c,r het immediate fatjiily who, in the 
aggregate, own beneficially 10 percentiof more of the 

··· taxpayer's outstanding shares of capit~l stock or to a 
·corporate· stockholder which owns lO · percent or more 
of the .. taxpayer's outstariding shares ·i;>f capital sto.ck. 
The amoµnt deducted shall be reduced by lOpercent of 
the amount so deducted or $1,000, whfohever is larger. 
Thus, if the amount of such interestir$1,000 or less, 
the~ none of said amount need be adtled back; (For 
definition of and guidance in detenn'.ining "directly'' 
and "indirectly" see N.J.A.C. 18:7-4.S(d), (e) and,(f).) 
However, there shall be allowed as a depuction: 

. \ . : . . 
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(1) Any part of a deduction for interest on written 
evidence· of indebtedness issued, with stock, pursuant 
to a bona fide plan of reorganization to persons who 
is priQ.r to such. reorganization were bona fide credi-
_tors ofthe taxpayerot any predecessor corporation, 
but were not stoclrjiolders thereof; and 

(2) Any part of a deduction for interest that re~ 
lates to finandng 9f motor vehicle inventory"held for 
sale to customers,· provided that the underlying in-. 
debtedness is owing to a taxpayer customarily and 
routinely providing this type of financing. The por-
tion of such interest.which may be deducted is Hmit-
ed. to interest on indebtedness relating to floor-
planning of motor vehicles evidenced by a trust re-
ceipt or silllilar document and is also limited to 
interest on unsold inventory items. The interest 
must · be paid or accrue.cl directly to .a .creditor which 
is a taxpayer under the act and not ·indirectly to any 
related entity. That taxpayer, or a corporation which· 
is a parent or subsidiary of that taxpayer must be the 

. manufacturer or the motor vehicles financed; and 
(3) Any deduction for interest that relates· to· debt 

of a "financial business corporation" owed to an 
·affiliate corporationbut only where the interest rate 
does not exceed two percentage pqints over a prime · 
rate to be determined t,y the Commissioner of 13ank-. 
iil~. · Interest paid or accrued to such an affiliate is 
an m:uestricted deduction only when a corporation is 
a financial business corporation as determined at 
N.J.A.C. 18:7...:1.16. A debt isowed to an "affiliate'.' 
corporation when it is owing directly or indirectly to 
holders. · of ten. percent or · more of the . aggregate 
outstanding shares of· the,, taxpayer's capital stock of .· 
all classes as defined in N.J.A.C. 18:7-4.5. The 
deduction may . not be. claime.d on the Corporation. 
Business Tax Return,. Form CBT-100. Any corpora-
tion which is a financial. business corporation must 
file the Corporation · Business Tax Return for Bank• 
ing and .Financial Corporations, Form· BFC-1, and 
complete ScheduleL apportioning the financial busi-
ness conducted in New Jersey consistent with 
N.J.S.A. 54:lOA-38; and . . . 

(4) Any part 9fa deduction for interest that relat.~ 
ed to.· debt of a banking corporation qwing directly to·• 

. a bank holding company as defined in 1+ U.S.C. l841 
. of which the banking corporation is a subsid1ary. 
· ,The allowable deduction for interest is limited to 

·. interest pa:id or ac.crued directly by the subsidiary to 
it.s . bank holding company parent · notwithstanding · 
that related indebtedness may be excluded from net 
wbrth where it is indirectly owing to such bank 
holding company. · · · 

.. viii. . Recoveries with · respect to war losses, regard. 
less .of whether such war losses were deducted in any 
retur11 previqusly made for the purpose of computing 
the N~w Jersey Corporatibn Bus~ness Tax; 
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· 18:7-11.12 Extension of time to file return; interest aml 
penalty 

(a) No extension will be granted unless request is made 
on Tentative Return Form CBT-2Q0T and is actually re-
ceived by the Division or postmarked on or before the due 
date of the return. The Tentative Return must: 

1. Show the information required, including the· exact 
name, address, New Jersey serial number, the Federal 
employer identification number,if any, and the amount of 
the estimated tax liability; 

2. Be accompanied. by a remittance to cover the un-
paid• balance ·of the estimated tax due for the acco11nting 
year for which an extension of time to file the return is 
requested; · and 

3. Be accompanied by the payment on account ofits 
tentative tax which is due on or before the original due 
date for filing of the return for which an extension is 
requested. 

(b) Taxpayers using the New Jersey Corporation Business 
Tax Return Form CBT-100 may request an extension for a 
period not exceeding six months and wm receive automati_c 
approval, provided that the taxpayer has complied with the 
instructions set forth on the Tentative Return Form 
CBT-200T, _and has pakfany unpaid balance of its·_estimat-
ed tax. 

1. In general, extension requests shall not be granted 
for any period exceeding six months from the originaldue 

\date. . . . . •. : · · 

2. Initial extensions will be confirmed in writing by the 
· Division. 

3.. If the final return is not submitted within the · 
extended period, penalties for delinquent filing will be 
applied·as if no extension has been granted. 

( c) Banking and financial corporation( may request an 
extension of time. to file return subject to the following 
conditions. · · 

1. No extension will be granted unless request is 
actually received by the Division or postmarked on or 
before the due date of the return; 

2. The extension shall be made on a copy of page 1 of 
Form BFC--1, induding the exact name, address, New 
Jersey Serial number, if applicable, the Federal employer 
identification number, if any, and the-amount of tentative · 
tax liability. 

3'. Be accompanied. by a remittance to cover- the un-
paid balance of the tentative tax duefor the accoµnting 
year for which an extension of time to file the retµrn is 
requested; and 

4. Be accompanied by· a completed copy of Schedule 
L from Form~FC-1, and a copy of the taxpayer's Federal 
extension request 

18:7-'-11.12 

5. In general, extension requests shall not be granted 
for any period exceeding five months from the original 
due date. 

6. Where the taxpayer has requested a Federal exten-
sion, the Division shall grant the taxpayer-an extension for 
a periodnot exceeding five months. Jn cases where the 
taxpayer has failed to obtain a Federal extension, the 
taxpayer, upon request, <may be granted a two month 
extension for filing the return if sufficient cause is submit~ 
ted. Sufficient cause should be interpreted so that it is 
impossible or wholly. impracticable to file a return within 
two. months· from the original due date of the return. r . . . 

1 ( d) Extensions may be confirmed in writing by. the Divi-
, sion, if necessary. 

( e) If the original return is not" submitted within the 
extended period, penalty for delinquent filing will be applied 
mi if no extension has been granted. 

(f) Interest and penalty are chargeable as follows: 
. ' . -

L The total amount of the tax_ due must be paid on or 
before the original due date for filing the return.. 

2. · Any unpaid portion of the tax on the final_return 
which is in excess of the amounts paid shall bear interest 
at the rate of one and one~half percent per month, or 
fraction thereof from the original due date of the return 
to the date of actualpayment qr December 8, 1987 .. On 
and after December 9, 1987 the unpaid portion of the tax 
shall bear interest at the. annual rate of five percentage 
points above the prime rate, compounded daily from the 
date the tax was originally du.e or December 9, 1987, . 
whichever is later, to the date of actual payment. On and 
after July 1, 1993,1the unpaid portion of the tax shall bear 
interest at the rate of three percentage points above the 
prime rate assessed for each month or fraction thereof, 
compounded annually at the end of each year from the 
date such .tax was originally due to the date ,of actual 
payment. · · 

3, _In addition,·if the amounts paid up to and including 
the time for filing of the tentative return total less than 
thelesser of 90 percentof the amount oftax due, or for a 

· taxpayer that had a preceding fiscal or calendar account-
ing year of 12 months and filed a return for that year 
showing atax_liability equal to the tax computed at the 
rates applicable to the current accounting year applied to 
the facts shown on the return for . and the· Jaw. applicable 
to the preceding accounting year, the taxp'ayer shall be 
liable for a penalty of five percent per ·month, or fraction 
thereof, on the amount of underpayment. In·th_is context, 
"filing of the return" means filing its te.ntative return 
incide11t to its request for extension, "the time for filing'' 
means the. original due date for filing the return, and 
"amount of underpayment" means the difference between 
100 percent of the tax shown on the final return and the 
total of all installments of estimated tax paid 6n or before 

7-63 Supp. 8-19-96 



18:7..,:;1L12 

· th6 original due date for filipg·the return, as wen as any 
amountpaid with the tentative return. 

(g) Where taxpayer· makes. an election . on :Federal form 
8023,.·it. will be·granted an extension .of.titmeto .. file .. a, 
corporation business tax return until the Federal election is 
filed, provided that a CBT-200T has been prqperly · filedjn 

· accordance with these rules. · 
'.• ·-... -

(h) Wa:rning: 
, • • . I 

.-:,.- ... '' .. · >- .- ' . -_ !, .<·::·_ ··.: : 
1. •No.· request for extension. will. be consi.dered · unless 

ta'xpayer • has complied with· aH • the filing· reqilirements for 
extensions set forth ih the rule. : 

Amended by R.1970 d.121, effective October 5; 1970. 
S~e: 2.N.J.R. 78(a), 2 N.J.R. 95(a). . . . . 
Amended by .Rl 979 d,45, effective February 6, 1979. 
See: 11 NJ.R. 40(c!), 11 N.J.R, 150(b). . . . . .. • .• .· .· .. ·. . ... · .. 
Amended on an emergency basis, R.1981 d.163, effective May 11, 19$1. 
Expired July i0, 1981, without readoption. · 
See: J3 N.J.R: 377(a):. . . . . . .· . . 

Rule substantially.amended to provide for the imposition of interest 
and penalties on Corporation Business Tax payments made cluring 
additional extended period for which an ,additional· extension was 
granted, . .. . . .. . 
As amended, R.1982 d.6, effective January 18, 1982. 
See: n N.J.R, 688(a), 14 N.J.R. 105( d). 

Section sµbstantially ai11ended. 
Amended by R.1983 d.497, effective November 7, 1983. 
See: 15N.J.R, l36~(a), 15 N:J.R. .1872(c). 

Text substantially amended, · · .. .• ·. • . 
Amended by R.1988 d,407, effective September 6, 1988., 
See: J9 N.J.R. 2255(b), 20 N.J.R. 2310(c). . .·. 

Ad.ded text to (f) "or December 8, 1987 .. On.:,.''. 
Ame11ded by R.1991 d.35, effective January 22, 1991. 
See: 22.N.J.R; 2125(a); 23N.J:R, 221(a) . 
. Added (g), recodified old (g). . .· . 

Amended by R.1994 d.186, effe<::tive April 18, 1994. 
See: 26 N,J.R. 76l(a), 26 N;J.R.1696(b), . . 

Stat\.itory Refe.rences 

See N.J.S.A. 54:lOA--15 as to .the 'requirement to file an arwual 
return; •. 10A--17 asto pen~ltiesfor late.Jiling ofreturns; )OA--15 as to 
necessity of ~ertification of taxpayer's return by ail authorized corporate . 
officer; lOA--19 as to extension of the due date and interest to be 
assessed during such extension period; and 49--6 as to right of Director. 
to issue deficiency assessments or reassessments after final return is 

. . .. i 

·, , .. I 
. 18:7--11.13 Place for filing returns and payment1 of tax 

I 

(a). The return· together with remittance payab~eto "State 
of New Jersey" must be forwarded to the. New Jersey 
Division of Taxatioll,. CN666, Treriton1 •. New Je~sey 08646. 

(b). A separate reinitt~nce is required Jo be .·. made · with 
each return,.· 

AmenqedbyR.1979. d.45, effectiv~ February 6, 1979. 
·See: 1LN.J.R.40(d), UN.J.R 150(b). 

Statutory References 

See ij.lSA 5f:10A--15; 18 as to manner. and frifT!l of. tax'payment. 

.'DEPT. OF TREASURY,.;.;..TAXATION 

18:7,-lU4 . Secrecy ofreturp.s ·.··. . . . ·.. . .· .. · .. ·, 
The returns are deemed .. sec;reCand confidential and. New 

Jersey law prohibits the unauthorized disclosure ofinforma0 

tion obtained from the returns ·or the.records pertaining_ 
thereto. 

Amended byR1979 d.45, effective Febiµary 6, 1979. 
. See: llN.J.R. 40(d), 11 N.J.R. 150(b). . 

Statµtory References 
. SeeN.J.S.A. 54:50-8 as. to prohibition against Director. or aryy 

employee of the Division of Taxation divulging, disclosing,. or permit-
ting another tojnspect any records or files pertaining to the administraa 
tion ofthe tax under the Act. . . 

18:7--11.15 .Consolidated returns 

(a) Corporntions are···.no.t.··permitted .to •fiJe··consolidated 
retunis. Provided, .. however, any businesf conducted by an 
individual, partnership, or corporation· ot any. other• entity, 
or any combinationthereofholding a.license pu'rsuaht to the 
Casino · Control Act ·• shall file a consolidated corporation · 
business tax return as described at N.J.A.C. 18:7-1.17. 

(b) Except as ptovidedin(a} above, whereataxpayer has . 
filed a. co11s0Hdated. r.eturn with the. Internal Revenue Ser- · 
vice for FederaLincome tax purposes, it must complete hs 
return under the act. andmust reflect its entire nbt income 
and entire net worth as if it had filed its Federal return on · 
its ownseparate•basis. 

(c) A taxpayerunder (b) above· shall also file a copy of 
the Affiliations Schedule Form 851,which is filed with Farin 
1120for Federal incdmetax purposes. · · 

Amended by R.1985 d.453, effective September 3, 1985. 
See: 17N.J.R. 901(a), 17.NJ.R. 2145(a). 

A~ded text to (a): "Provided, however, any... at N.J.A.C. 
. 18:7-'l.17." 
Amended by R.1991 d.35, effective January 22, 1991. · 
See: 22 N.J,R. 2125(a); 23 N;~.R. 221(a). 

Added (d) and(e). 
Amended by R.1996 d.378, effective August 5, 1996; 
See: 28 N.JK2515(a); 28 N.J.R. 3810(a). 

Deleted provisions relating to gairi ort tile sale (iftargefstock u.nder 
IRC 338(h)(10), . . . . . 

Statutory References ·. . .· 
See N,J.S.A. 54:10A--2·a~ to requirementfor annual payment of tax 

and l0A:-H as to right of Director to. require copies of pertinent 
extracts of its Federal income tax return OT'Other recorcls if taxpayer has 

. filed. a consolidated Federal income tax return. · 

Case Notes 
Gain . reco~nized by \\rllolly 9wned . subsidiary as result of. parnnt . 

corporation's feder,al tax law election to treat sak of subsidiary's s.to,ck 
as sale of .subsidiary's asset.s, · and . to Ji)e consolidated tax return, was · 
subject to tax under ·Corporntion.· Business• Tax Act. G;eneral ·Bldg. 
Products Corp. y; Director, Div, of Taxation, 15 N.J.Tax 213 (A.D. 
1995). . . . 

Regufations were va)id. General Bldg .. Products Corp. v.State,Div. 
ofTaxation, 14 NJ,Tax 237 (1994), affirnied 1.5 N.J .. Tax 2B . 

. 7-64 
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State's_ prohibitionagainst filing of consolidated income tax· returns 
by related corporations does notimmunizesubsidiary corporation· from · 
stat~ taxation of any gain -realized as result of deemed sale_ of its_ assets: 
General Bldg, Products Corp. v .. State, Div, of Taxation, .14 N.J.Tax 
232 (1994} affirmed 15 N.J. Tax 213. · 

Taxpayer that separated from consolidated group was not required to 
file two short-term returns. Drake Bakeries, Inc. v. Taxation Div. · 
Director, 12 N.J.Tax 1 n {i991). 

The terlll "books of the corporation'' includes financial statements 
prepared in accordance with applicable regulations in the sense encom-
passed by the. term "financial reporting'!; definition of the term by rule 
not necessary due to adequate legislative standard; Diriector's ~quity 
method of accounting_ in_- valuation _ of corporation's _ investments. _and 
subsidiaries not _ demonstrated tn be unfair, _ Cities Seryice Co. _v. 
Director, Div. of Taxation, 5 N.J.Tax 257 (Tax Ct.1983). 

- -

18;7-11.16 Return to be filed by an S Corporation 
. l , , - , ' 

(a) Except as may be provided otherwise by this• Section, 
an S corporation, that is, one which has made an electi())n 
undetSection136Let seq. 9fthe Internal Revenue.Code 1of 
1954 as amended and supplemented, must complete its New · 
Jersey Corporation Business Tax Return_ on its own separate 
basis as though no election had been made under the 
Federal Statute. 

(b) Except as may be provided otherwise by. this section; 
in preparing its Corporntion Business Tax Return the _ tax-
payer cannot assume· that ordinary income, or loss (Federal 
taxable income) is equal to· Federal taxable income before 
net operating loss deduction and ·speci~l deductions for New 
Jersey CorporationBusiness Tax purposes, when the taxpay-
er has elected Federal S corporation treatment Certain 
amounts not necessarily limited to I.RC. Section 179 ex" 
penses, an_d 1120-S dividends that qualify for the dividend 
exclusion are not included -as part of the .s corporation's 
ordinary income -(loss) computation, but rather are -passed 
directly through to the share.holder on the Federal Form 
K-1 _ Schedule. For Corporation Business .Tax purposes 
these amounts· are included -in the computation of_ entire net' 
income, as if the corporation were a C corporation and no 
Federal S corporation election were made. 

Example 1: S Corporation has 1985 taxable income for 
Federal.tax purposes of $100,000. However, not included in 
computation of such amount is a $5,000 Federal I.RC 
Section J 79 expense and $10,000 of S Corporation dividends 
received from a different corporation which qualify for the 
Federal dividend exclusion. Barring any other difference 
between __ Federal taxable income._ -and._ -New.·- Jersey_ -taxable 
income per Schedule A, form CBT-100; New Jersey taxable 
income before net operating loss deduction (NQL) and 
special deductions is computed assuch: 

$100,000 · -Federal T~able Income 
(5,000) · I.R.C. Section 179 Expense 
10,000 Qualifying S Corporation Diviclends 

$105;000 New Jersey Taxable Income Before NOL and Spe: 
'· cial Deductions 

Example 2: S -. Corporation is liquidating undef I.RC. 
Section 337. When disposing of its real property during the 

18:7-ll.17 

12 month distril:)ution period, the corporaiion recaptures for 
Federal tax purposes $5,000 of I.RC. Section 291 expenses 
which an S Corporation does notinclude as part ofFederal ·-
taxable income if_ it -were -an S Corporation for the -three 
preceding years before theFederar I.RC. Section 337 eJec-

- tion and the I.RC.Section 1363(b) election._ Since the S 
Corporntion is treated as a C Corporatipn for State tax 
purposes, the I.RC. Section 291 recapture is part of taxable 
income'before net operating loss and specialdeductions on 
Schedule A, Form CBT-:--100. ~ . -

( c) With respect to tax years beginning after July 7, 1993, 
S corporation status may be elected for New Jersey pur~ 
poses by the shareholders.of a Federals corporation. The 
filing of an election formCBT,---2553 with the Divisiop. to be 
recognized as a New Jersey S corporation is requited, A 
New Jersey S _corporation is entitled to pay its tax at a 
preferentialrate as provided in N.J.S.A. 54:lOA-5( c)(2) and 
(3} and to report and pay its tax liability on Form 
CBT-'-lOOS. . 

Amended by R1979 d.45, effective February 6, 1979. 
See; 11 N.J.R. 40(d), 11 N.J.R.150(b ). 
Amended by lU_986 d.464, effective November 17, 1986. 
See; l8 N.J.R. 1686(b), l8N.J.R.2332(a). 

(b) added,. . 
Amended by R.1994 d.186, effective April 18, 1994. 
See; 26 N.J.Il'. 761(a), 26 N.J.R 1696(b). 

_ Statutory References· . 
See -N.J.s.A. 54;10A-2 astorequirement for_ annual filing of return· __ 

under this Act despite other arrangements for filing a Federal return. , 

Case Notes 
F()reign S corporation's distribution to New Jersey taxpayer would be 

treated_ as_ ifreceivedJrom accumulated earnings, Laurite v. Director, 
Div. of Taxation, 12 N.J.Tax 483 (1992), affirmed 14 N.J.Tax 166, 
certification denied 639 A.2d 301, 135 N.J. 301. _ · · · · 

Absent other evidence, distribution from -foreign S -corporation to 
NewJersey taxpayer woulci be treated .. as from accumuhited earnings~ 
Laurite. v. Director, Div. of Taxation, 12 N;J.Tax 483 (1992), affirmed _·_ 
14 N.J.Tax 166, certification denied 639 A.2d 301, 135 N.J. 301. 

' . .· ' . . . 

- . Pass-through losses and gains /Ire to be excluded when calculating net . 
_ gains and fosses. - Walsh y. State, Dept. of the Treasm:y, Div. of · 

Taxation, 10 N.J. Tax 447.(1989), affirmed and remanded 240 N.Bu-
per. 42, 572 A2d 222. · · 

. '. . . 

18:7-11.17 Copies of tax returns or other information 
required. 

(a) The Directormay by general rule or by speciaLriotice 
require any taxpayer to -submit copies or_ pertinent extrncts 
of its Federalincome tax returns, or of any -other tax return 
made_ to any agency of the Federal _ Government, or of th1s 
or any othef state, or of any statement or registration made 

- pur§1.1ant to any state or Federal law pertaining to securities 
_ ot §ecurities -exchange regulation. 

(b)The Director may require alltaxpayers to keep whats 
ever records he may prescribe, and_ he may require the 
production of books, papers, documents · and other data; to 

7,65 Supp. 8°19-96 
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provide or secure information pertinent to the determina-
tion of the tax and its enforcement and collection1. 

(c}The Director may, also by general rule: or special 
notice, require any taxpayer to make and file information 
returns, under oath,. of facts pertinent to the determination 
of the tax or liability for tax pursuant to such regulations, at 
whatever times and in whatever form or manner and to . . . . I 

whatever extent'he may prescribe un(ier. law.. i 1 

•~ Statutory References I 

See N.J.S.A 54:JOA-14 as to right. of the Directo!r to require 
taxpayer to submit pertinent extracts for its Federal_inco~e tax return, 
pther returns to government agencies, or other records. 1 

i 

18:7-U.18 Reprocluction offorins 
lj 

(a) Subject to conditions arid requirements ofthis sec-
tion, the Director · will accepJ for. fHing purposes reproduc-
tions of the. New Jersey .. Corporation Business Tax Return 
Forms CBT-100, CBT-100-X, and CBT~200Tinlieu oft.he· 
official forms printed and furnished by the Director. Any-
one contefnplating the use of reproduced forms is cautioned 
to observe that the conditions herein stated may vary from 
the Federal regulations relating to reproduction 1of Federal 
tax forms. . .. . . ' 

(b) In order to be acceptable for filing purpdses, repro-
duction ofForms CBT400, CBT-100-X, and :cBT-200T 
must meet the following conditions and requirements: 'f ·, . ' ' . . ' 

1. . Reproductions must be facsimiles of the complete '1 
official form, produced by photo-offset, photo0 engraving, 

· phpto-copying or other similar reproduction I processes;, 

· 2. Reproductions must be on paper of substantially 
the same color, weight and texture an(i of a; quality at 
least as good .as that used in the official form; . i 

· . I I 

3. Reproductions must be of the same size as that of 
the official form, both as to overall dimensions of. the 
paper and the imagery produced; 

4. Format of pages shall adhere to following: 
I • 

. L Itis preferable that bothsides of thJ paper be 
used in making reproductions. However, reproduction 
bn one side will be acceptable, ·· 

ii. Allreproductions must result in the same. page 
. arrangement as that of the official form and the spacing 
of th,e printed matter on each individual page and the 
fold must be the same as on the official form. 

iii. . Separate pages must be fastened together in 
numerical order;· · 

lv. Ea.ch separate page mustbe clearly identified, by 
listing at the top of the page the corporate :na!Ile and 
New Jersey serial number. 

DEPT. OF TREASURY-TAXATION 

5. The color and quality of the reproduction of the 
printed matter mtist be substantially the same as that of 
the official form, anci the filled-in information must be 
entirely legible; 

6. The taxpayer's full and correct name and address 
and idfntifying serial number as it appears on the pre~ 
stenciled form furnished by the Director must be typed or . 
printed on the reproduction;1 . 

7; All filled-in information on Page 1 Of the Return 
must be typed or printed; · · · 

8. Reproductions of forms may be .made after inser-
tion of the tax computations and the other required 
informatio:q; .. • 

9. All signatures oh forms tci. be filed must be original 
signatmys, affixed subsequent fo the . reproduction pro~ 
cess; 

10; The Director does not undertake to approve or 
disapprove the specific equipment or process in reproduc-
ing official forms, but requires only that the reprodiiced 
forms satisfy the stated .conditions. It should be noted, 
however1 that. photostats do not meet all the above condt· 
tions; ,. ,~ 

lL The Director does not undertake to approve or 
disapprove the specific writing medium orstyle of writing 
to be used, but requires that the filled~in information on 
the reproduced form be of good quality black-on°white 

- . . ' .·-·· ;"•'-,. ,· .. ,- ' '\ 

"7ith handwriting o:fsatisfactory legibility .. 

Amended'by R.1979 d.45, effective February 6, 1979. 
See: 11 N.J.R 40(d), 11 N.J.R. 150(b). 
Amended byRl994 d,186, effective ApriU8, 1994. 
See: 26 N.J.R. 761(a), 26 N.J.R. 1696(b). 

Stat~tory References . . . 
See N,J.S.A. 54:lOA-18 as fo authority of Director to designtax 

return forms · and determine the information to be required thereon, 

18:7"'-ll.19 through 18:7--Jl.21 (Reserved) 

SUBCHAPTER 12.·· SHQRTPER~OD RETURN 
"- ' ' 

18:7-12.1 Short period returns; when required . . . . .. · ·. • .. ·. . ... r 
(a) In general,every corporation must file a .return for 

each fisc.al or calep.dar accounting period or part · thereof 
during which it ha.s orhad a taxable status in New Jersey. 
In certain cases, the taxpayer will be required to file a return 
covering. an accounting period of less than 12 months. This 
may necessitate an adjustment of entire net income. 

(b) Some of the circumstances which require the filing of 
short period returns are: 

L 
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