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CORPORATION BUSINESS TAX ACT 

Authority 

N.J.S.A. 54:lOA-27. 

Source and Effective Date 

R.1999 d.116, effective March 12, 1999. 
See: 31 N.J.R. 266(b), 31 N.J.R. 893(a). 

Chapter Expiration Date 

In accordance with N.J.S.A. 52:14B-5.lc, Chapter 7, Corporation / 
Business Tax Act, expires on September 8, 2004. See: 36 N.J.R. 
1680(a). 

Chapter Historical Note 

Chapter 7, Corporation Business Tax Act, was filed and became 
effective prior to September 1, 1969. 

Pursuant to Executive Order No. 66(1978), Chapter 7, Corporation 
Business Tax Act, was readopted as R.1984 d.95, effective March 19, 
1984. See: 16 N.J.R. 229(a), 16 N.J.R. 746(c). · 

Subchapter 15, Urban Enterprise Zones Act, was adopted as R.1984 
d.496, effective November 5,.19{l4. · See: lfiN.J.B.. 1325(a), 16 N.J.R. 
3057(a). 

Subchapter 16, International Banking Facilities, . was adopted as 
R.1984 d.453, effective October 15, 1984. See: 16 N.J.R, l327(a), 16 
N.J.R. 2827(a). 

Pursuant to Executive Order No. 66(1978), Chapter 7, Corporation 
Business Tax Act, wa:s readopted as R.1989 d.196, effective March 14, 
1989. See: 21 N.J.R. 14(a), 21 N.J.R.1019(b). . 

Pursuant to Executive Order No. 66(1978), Chapter 7, Corporation 
Business Tax Act, was readopted as R.1994 d.186, effective March 14, 
1994, and Subchapter . 6, Valuation, was repealed by R.1994 d.186, 
effective April 18, 1994. See: 26 N.J.R: 761(a), 26 N.J.R. 1696(b). 

Pursu,mt to Executive Order No, 66(1978), Chapter 7, Corporation 
Business Tax Act, was readopted as R.1999 d.116, effective March 12, 
1999. See: Source and Effective Date. See, also, section annotations. 
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SUBCHAPTER 1. CORPORATIONS SUBJECT TO 
TAX UNDER THE ACT 

18:7-1.1 Corporation business tax; general provisions 

For all returns where the accounting period begins after 
June 30, 1986, the tax is measured by the portion of entire 
net income allocable to New Jersey, subject to the minimum 
tax described in N.J.A.C. 18:7-3.4(c). 

Amended by R.1970 d.121, effective October 5, 1970. 
See: 2 N.J.R. 78(a), 2 N.J.R. 95(a). 
Amended by R.1979 d.45, effective February 6, 1979. 
See: 11 N.J.R. 40(d), 11 N.J.R. 150(b). 
Amended by R.1983 d.62, effective March 7, 1983. 

· See: 14 N.J.R. 1206(a), 15 N.J.R. 343(d). 
Added "accounting period before July 1, 1986" to (a). Added 

·~ "accounting period before April 1, 1983" to (a)l.i and ii. Added (3) to 
(a). Also added (b). 
Amended by R.1994 d.186, effective April 18, 1994. 
See: 26 N.J.R. 761(a), 26 N.J.R. 1696(b). 
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18:7-1.4 

Statutory References 
See N.J.S.A.. 54:lOA-5 as to how taxpayers should compute the 

amount of franchise tax payable. 

Case Notes 
Authorized share schedule is to be used only where it results in a 

lesser amount to add .to a taxpayer's net income than an amount based 
on total corporate assets, in determining annual corporation franchise 
tax; corporation business tax liability not avoidable where taxpayer 
belatedly realized adverse tax consequences of decision to increase 
number of authorized shares, even · though decision had no apparent 
business purpose, brought no advantage to the taxpayer and caused no 
disadvantage or detriment to the State. General Trading Co., Inc. v. 
Director, Div. of Taxation, 83 N.J. 122, 416 A.2d 37 (1980). 

18:7-1.2 Total tax self-assessed 

The total tax is self-assessed and payable by each taxpay-
er. 

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

Cross References 
See Section 1.1 (General provisions) of this chapter. 

18:7-1.3 Definition of taxpayer 

(a) The term "taxpayer" shall mean any corporation re-
quired to report or to pay taxes, interest on penalties under 
this Act. · 

(b) Any receiver, referee, trustee, assignee or other fidu-
ciary, or · any officer or agent appointed by any court to 
conduct the business or conserve the assets of any corpora-
tion shall be subject to the tax imposed in the same manner 
and to the same extent as a corporation. 

( c) The term "taxpayer" shall also mean any partnership 
required or consenting to report or to pay taxes, interest or 
penalties under this Act, provided that the term does not 
include a partnership that is listed on a United States 
national stock exchange. 

Special amendment, R.2003 d.135, effective February 27, 2003 (to 
expire August 26, 2003). 

See: 35 N.J.R 1573(a). 
Added (c). 

Adopted concurrent amendment, R.2003 d.370, effective August 22, 
2003. 

See: 35 N.J.R. 1573(a), 35 N.J.R. 4310(a). 
Provisions of R.2003 d.135 adopted without change. 

Statutory References 
See N.J.S.A. 54:10A-4(h) as to officia!definition of "taxpayer." 

See N.J.S.A. 54:l0A-11 as to receivers and others subject to the tax 
imposed by this Act. 

18:7-1.4 Definition of corporation 
(a) The term "corporation" shall mean any corporation, 

joint-stock company or association and any business con° 
ducted by a trustee or trustees wherein interest or owner-
ship is evidenced by a certificate of interest or ownership or 

Supp. 4-5-04 
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similar written instrument and includes any corporation 
created or organized under the laws of New Jersey and any 
foreign corporation which is authorized to do business; or is 
doing business, or employs or owns capital or property or 
maintains an office in New Jersey in a corporate or orga-
nized capacity by virtue of creation or organization under 
laws of the United States or any state, territory or posses-
sion thereof, the District of Columbia, or any foreign coun-
try, or any political • subdivision of· the foregoing, which 
provided a medium for the conduct of business or the 
sharing of its gains. 

l. The term· includes any other entity classified as a 
corporation for Federal income tax purposes. 

2. The term includes any State or Federally chartered 
building and loan association· or State or Federally char-
tered savings and loan association. 

Special amendment, R.2003 d.135; effective February 27, 2003 (to 
expire August 26, 2003). 

See: 35 N.J.R. 1573(a). 
In (a), added . .1 and 2. 

Adopted concurrent amendment, R.2003 d.370, effective August 22, 
2003, 

See: 35 N.J.R. 1573(a), 35 N.J.R. 4310(a), 
Provisions of R,2003 d.135. adopted without change. 

Statutory References 

See N.J.S.A. 54:10A-4(c) as to definition of "corporation". 

18:7-1.5 Limited partnership associations subject to the 
Act 

Limited partnership assoc1at10ns formed under N.J.S.A. 
42:3-1 are subject to tax under the AcL No new limited 
partnership associations shall be formed in New Jersey in 
accordance with N.J.S.A. 42:3---,l et seq. after September 21, 
1988. 

Am.ended by R.1994 d.186, effective April 18, 1994. 
See: 26 N.J.R. 76l(a), 26 N.J.R. 1696(b). 

Statutory References 

N.J.S.A.·54:lOA-A(c). 

Case Notes 

i Taxpayer holding company did not qualify as investment company 
! that could elect to have its corporation business tax calculated·on 25% 
: of its net income and net worth, due to provision of services to i subsidiaries and participation .in day-to-day operation of subsidiaries, 
1 and failure to sh.ow that such activities represented less than 10% of 
1 
total activities or thatqualified investment activities represented 90% or 

1more of total activities. International Thomson Business Information, 
]Inc. v. Director, Division of Taxation, 14 N.J,Tax 424 (1995). 
! 
I 

!18:7-1.6 Subjectivity to tax; how created 
I 
I 

i . (a) Every corporation not expressly exempted is deemed 
\to be subject to tax under the A,ct and is required to file a 
ireturn and pay a tax thereunder provided it falls within any 
]one of the following: 

I 
I 
Supp. 4-5-04 
I 
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l. Existing under the laws of the State of New Jersey; 

2. If a foreign corporation: 

i. Holding a general certificate of Authority to do 
business in this State issued by the Secretary of State; 
or 

ii. Holding a certificate, license or other authoriza-
tion issued by any other State department or agency, 
authorizing the company to engage in corporate activity 
within this State; or · 

llL 
) Doing business in this State; or 

iv. Employing or owning capital in this State; or 

v. Employing or owning property in this State; or 

vi. Maintaining an office in this State; or 

vu. Deriving receipts from sources within this State; 
or 

viii. Engaging in contacts within this State. 

(b) A taxpayer's exercise of its franchise in this State is 
subject to taxation in this State if the taxpayer's business 
activity in this·. State is sufficient to give this State jurisdic-
tion to impose the tax under the Constitution and statutes of 
the United States. 

Example 1: An entity regularly providing asset manage-
ment services as defined in N.J.A.C. 18:7-:S.lO(e) from a 
location outside New Jersey to customers within New Jersey 
is subject to tax in New Jersey. 

Example 2: A New York corporation delivers furniture 
into New Jersey by its company owned truck. The driver 
collects the payment from the New Jersey customer. The 
New York corporation is subject to tax in New Jersey. 

Amended by R.1996 d.518, effective November 4, 1996. 
See: 27 N.J.R. 3913(a), 28 N.J.R. 4795(a). 
Special amendment, R.2003 d.135, effective February 27, 2003 (to 

expire August 26, 2003). 
See: 35 N.J.R. 1573(a). 

In ( a)2, added .vii and viii; added (b ). 
Adopted concurrent amendment, R.2003 d.370, effective August 22, 

2003. . 
See: 35 N.J.R. 1573(a), 35 N.J.R. 4310(a). 

Provisions of R.2003 d.135 adopted without change. 

Statutory References 

See N.J.S.A. 54:lOA-,-2 as to what acts constitute doing business ih 
State of New Jersey for purposes of acquiring a taxable status. 

Case Notes 

Nonresident corporation's commercial activities in state amounted to 
the "solicitation of orders". Pomco Graphics, Inc. v. Director, Div. of 
Taxation, 13 N.J.Tax 578 (1993). 

. Next Page is 7-4.1 
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Special New Rule, R.2003 d.135, effective February 27, 2003 (to expire· 
August 26, 2003). 

See: 35 N.J.R. 1573(a). 
Adopted concurrent new rule, R.2003 d.370, effective August 22, 2003. 
See: 35 N.J:R. 1573(a), 35 N.J:R. 4310(a). 

Provisions of R.2003 d.135 adopted without change. 

18:7-1.19 Definition of New Jersey S corporation 
"New J e_rsey S corporation" means a corporation that is 

an S corpdration which has made a valid election pursµant 
. to section 3 of P.L. 1993, c.173 (N.J.S.A. 54:lOA-5.22); and 
_ which has been an S corporation continuously since tlie 
effective date of th_e valid election made pursuant to section 
3 of P.L. 1993, c.173 (N.J.S.A. 54:lOA-5.22). 

Special new rule, R.2003 d.135, effective February 27, 2003 (to expire 
August 26, 2003). · 

See: 35 N;J.R. 1573(a). 
· Adopted concurrent new rule, R.2003 d.370, effective August 22, 2003. 

See: 35 N.J.R. 1573(a), 35 N.J.R. 4310(a). _ 
Provisions of R.2003 d.135 adopted without change. 

18:7-1.20 Definition of public utility 
"Public utility" means "public utility'' as defined in 

N.J.S.A. 48:2-13. - -

Special ne..y rule, R.2003 d.135, effective February 27, 2003. (to expire 
August 26, 2003). · 

See: 35 N,J.R i573(a). _ · _ -
' Adopted concurrent new rule, R.2003 d.370, effective August 22, 2003. 
See: 35 N.J.R. 1573(a), 35 N.J.R. 4310(a). _ 
- Provisions of R.2003 d.135 adopted without change. 

18:7-1.21 'Definition of qualified investment partnership 
"Qualified investment piµ-1:nership" means a partnership , 

under this Act that has more than 10 _members or partners 
with no member or partner owning -more than a 50 percent 
interest in the entity and that derives at least 90 percent of 
its gross income from dividends, interest, paym_ents with 
respect to securities loans, and gains from the sale- or _other 
disposition of stocks or securities or foreign currendes or 

' commodities or other similar income (including, but not 
. · limited to, gains _ from swaps, options, futures or · forward 
contracts) derived with respect to its business of investing or 
trading in those stocks, · securities, currencies _or commodi-
ties, but "investment partnership" shall not include a "deal-
er in securities" within the meaning of section 1236 of the 
FederaUnternal Revenue Code of 1986, 26 U.S.C. § 1236: 

Special new rule, R.2003 d.135, effective February 27, 2003 (to expire 
August 26, 2003). _ ·_ · 

See: 35 N.J.R. 1573(a). . _ -
Adopted concurrent new rule, R.2003 d.370, effective August 22, 2003. 
See: 35 N.J.R: 1573(a), 35 N.J.R. 4310(a). · 

Provisions of R.2003 d.135 .adopted without change. 

18:7-1.22 Definition of savings institution 
"Savings institution" means a State or Federally chartered 

building and loan association, savings and. loan association; . 
or savings bank. 

Special new rule, R.2003 d.135, effective February 27, 2003 (to expire 
August 26, 2003). 

18:7-2.3 

See: 35 N.J.R. 1573(a). · 1 

Adopted concurrent new rule, R2003 d,370, effective August 22, 2003. 
· See: 35N.J.R. 1573(a), 35 N.J.R. 4310(a). 

Provisions of R.2003 d.135 adopted without change. 

18:7-1.23 Definition of partnership 
"'.Partnership" means an entity classified as a partnership 

for Federal income tax purposes. 

Special new rule, R.2003 d.135, effe~tive February 27, 2003 (to expire 
August 26, 2003). 

See: 35 N.J.R. 1573(a). 
Adopted concurrent new rule, R.2003 d.370, effective August 22, 2003. 

· See: 35 N.J.R. 1573(a), 35 N.J.R. 4310(a). _ 
Provisions of R.2003 d.135 adppted without change. 

SUBCHAPTER 2, NATURE OF TAX 

18:7-2.1 Naµn-e of tax; in general 
(a) The Act imposes a: franchise tax on every domestic 

corporation not otherwise exempt, and upon every foreign 
corporation not otherwise . exempt, falling within any of the 
taxable categories enum~rated in N.J.A.C. 18:7-1.6. 

(b) All corporations incorporated in New Jersey and all 
foreign c::orporations. acquiring -a taxable status in New Jer-
sey immediately become subject to the tax. 

Amended by R:1994 d.186, effective April 18, 1994. 
See: 26 N.J.R. 761(a), 26 N.J.R. 1696(b). _ 

Statutory References_ 
·see N.J.S.A. 54:lOA-2 as to those domestic and foreign corporations 

deemed to have acquired a taxable status. 

18:7-2.2 Calendar and fis~al years; definitions 
(a) The term "calendar year" means an ac:;counting peri-

od ending on December 31. 

(b) The term "fiscal year" means an -accounting period 
ending on the last day of any month other than December. 

Statutory References 
See N.J.S.A. 54:10A-4(i) as to definition of "fiscal year." 

18:7-2.3 Federal calendar or fiscal year for reporting 
(a) In general, the_ calendar or fis~al year on the basis of 

which t_he taxpayer is required to report for Federalincome 
tax purposes is the calendar or fiscal year on the basis of 
which it is required to report for purp!)ses of the Act. 

(b) Reports bas~d on a 52-53 weeks account year will be 
accepted where that method of reporting is permissible and 
used for Federal tax purposes. 1f that method is used, a 
fiscal year which begins within seven days from the begin-
ning of any calendar month shall be deemed to have begun 
on the first day of that calendar month, and any fiscal year 

7-9 Supp. 9~ 15-03 
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which ends within seven days from the end of any calendar 
month shall be deemecf to have ended on i the last day of 
that calendar month. 

( c) Subsection (b) above shall be used to determine the 
applicability of the Business Tax Reform Act, P.L. 2002, c.40 
to a taxpayer having a: Si-53 week year beginning on or , 
aboutJanuaryl, 2002'. 

Special· amendment, R.2003 d,135, effective February 27, 2003 (to. 
expire August 26, 2003). 

See: 35 N.J.R. 1573(1t). 
. Addc:d (c); . . . . . . . 

· Adopted concurrent amendment, R.2003 d.370, effective August 22, 
2003. . . ' 

See: 35 N;J.R. 1573(a), 35 N.J.R. 4310(a). . 
Provisions ofR2003 d.135 adopted without change. 

18:7"."2.4 · Proof of Federal accounting period 
Every domestic and· every foreign corporation which. ac-

quires a taxable status in New ,Jersey shall submit proof to 
the Division of Taxation, within 90 · days of the date of 
incorporatlon or the date of acquisition of such taxable .. · • 
status, of the acc:ounting period established by it for Federal 
income tax purposes. 

Amended by R.1979 d.45, effective February 6, 19'.:9, . 
See: 11 N.J:R. 40(d), 1.1 N.J.R. 150(b). 

18:7-2.5 . Proof/of accounting period other than Federal 
basis' · · 

· ·. A subject corporation which is not required to file a 
Federnl income tax return shall also submit proof to the 
Division of Taxation, within 90 days of the date of incorpo-
ration or the date of acquisition. of a:. taxable status, of the 
accounting period on the basis of which to report for 
purposes of the Act. 

Amended By R.1979 d.45, effective February 6, 1979. 
See: 11 N.J.R. 40( dpl N.J.R. 150(b ). ' 

18:7--2.6 Subject corporations mrist file on basis of 
. calendar. year period unless. ot.herwise penn.itted 

A. subject corporation which is not required to (ile a 
!Federal income tax return must file its Corporation Business 
I . . • . . 
~ax Return onthe .basis of a calendar year accounting 
period unless permission t.o employ. a fiscal year basis has 
been granted in writing by the Divis.ion of Taxation upori 
kpplication l1aving been made. · ... 

kin.ended by R.1979 d.45, effective February 6, ~979. 
tee:, UN.J.R. 40)d), 11 N.J.R: 150(b),. 

18:7-2. 7 Effect of failure by .a corporation ·to establish 
accounting' period 

A corporation which has not established an accounting 
·. ,weriod for Federal income tax purposes shall be deemed to 

The operating on the basis of a calendar year accounting 
~eriod until proof has been submitted to the Division of 
taxation of the establishment of a fiscal ye;u accounting rriod foi Federnl illcome tax purposes. 

'DEPT. OF TREASURY,;-TAXATION 

Amende<;I byR.1979 d.45, effective Febru11ry 6, 1979. 
See: 11 N.J,R. 40(d), UN.J.R. 150(b). . 

18:7-2.8 Effect of failure. by a corpor~tion to submit proof 
of ~n established fiscal year accounting period' 

Every corporation which has .not submitted satisfactory 
proof to the Division of Taxation that it is operating on a 
basis other than a calendar. year accounting period for 
Federal'incotne tax purposes, shall be deemed to be operat-
ing on the basis .of a calendar year accounting perio,d. 

Arrtendec\ by R.1979 d.45, effective February 6, 1979 . 
See: 11 N.J.R. 40(d), 11N.J;R.J50(b). 

' . 
18:7-2.9. Effect of proof of est~blished nscal year 

ac,counting period submitted late 

Upon due proof of the establishment of a fiscal accounF 
ing period ~nd the filing of a proper return covering such 
period accompanied by payment of tlie tax liability; a corpo-
ration shall be credited with any payment made in connec-
tion with a return. previously filed oll the basis. of a calendar 
year period by reasOn of this regulation. 

! 

18:7~2.10 . Period ofapplication of tax · 

The t~ is imposed for each calendar or. fiscal period of 
the taxpayer, or· any part. thereof, during which the t~ayer 
.had a t~able Status as described<in N.J.A.C. 18:7-'-L6, See 
N.J.A.C.: 18:7-l.6, (Taxable status; how created.) .. 

, I : -

Statutory References 

See N-J:S.A'. 54:10:...15 as to.anmial payment of franchise tax foptll or 
part of a tp:payer's annual or fiscal year accounting period. 

Case Notes 

Rule provides that corporation business. tax be imposed upon .each 
calendar y¢ai or fiscal. period of the taxpayer; business h~ld · subject to 
tax despite its winding down because it remained ari enterprise employ-
ing money;cflpital coming iµto compethion with the business of national 
banks andr still generating interest income. I.H.E. Financial Corp. v. 
Taxation.Div. Director; 3 N.J.Tax.375 (Tax Ct.1981). 

,i ; 

18:7;...2.ll . Component factors Qffax ba~e. 

The .t¥ for the period or ·partial perio:d prescribed iri 
N.JAC. :18:7-2.lOismeasured by taxpayer's allocable entire 
net il}come. The. tax liability may also be the Alternative 
Minimum Assessment. amount calculated· pursuant to 
N.J.S;A. 54:lOA-Sa and N.J.A.-C. 18:7..:.18; 

c• • : > ' / 

As amende~, R.1970 d.121, eff~ctive October 5, 1970. · 
See: 2 N.J.R. 78(a), 2 N.J.R. 95(a). 
Amended qy R.1994 d.186, effective.April 18, 1994. 
See: 26 N.JK 761(a); 26 N.J.R:1696(b) .. • 
Special arrieridm(:nt, R.2003 d,135; effective February 27, 2003 (to 
. expire A*gust 26, 2003). 

See: 35 NTR. 1573(a). · 
Added the second sentence. ·. 

Adopted concurrent amendment; . R.2003 d.370, effective. August 22, 
2003 .. 1 

• • • 

See: 35N,Jr.R. l573(a); 35 N.J:R. 4310(a). 
Provision~ ofR.2003 d.135 adopted without change. 
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Statutory References 
See N.J.S.A. 54:10A-5(e) as a minimum amount of franchise tax 

which may be assessed. 

Case Notes 
Provision for computation of tax based on number of shares autho-

rized as of the close of the calendar or fiscal accounting period covered 
by a return, in the absence of a statutory determinative date, not 
challenged; provision compared to real and personal property alterna-
tive tax as mean average value on a quarterly basis in N.J.A.C. 18:7-8,6. 
General Trading Co., Inc. v. Director, Div. of Taxation, 83 N.J. 122, 416 
A2d 37 (1980). 

18:7-3.5 (Reserved) 
Amended by R.1979 d.45, effective February 6, 1979. 
See: 11 N.J.R. 40(d), 11 N.J.R. 150(b). 
Amended by R.1982 d.395, effective November 1, 1982. 
See: 14 N.J.R. 826(b), 14 N.J.R. 1221(b). 

Added (c). 
Amended by R.1983 d.219, effective June 20, 1983. 
See: 15 N.J.R. 320(a), 15 N.J.R. 1038(e). . 

Deleted and reserved (a). In (b), added 2-4. Also deleted old (c). 
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 "Computation of tax by short tax table". 

18:7-3.6 Tax rates-corporations, S corporations and 
surtax 

(a) Tax rates for C corporations are as follows: 

1. Except as may be provided in (a)3 and 4 below, for 
all fiscal periods beginning on or after January 1, 1980, 
the net income tax rate is nine percent, for a corporation 
that is not a New Jersey S corporation. 

2. Except as may be provided in (a)3 and 4 below, for 
a foreign corporation acquiring a taxable status in New 
Jersey on or after January 1, 1980 and filing its New 
Jersey return Form CBT-100. on a short period basis, the 
tax rate is nine percent on adjusted entire net income 
after proper proration. 

3. For privilege periods beginning on .or after July 1, 
1996, a taxpayer that is not a New Jersey S corporation 
that has entire net income of $100,000 or less for a 12 
month privilege period, the rate for that privilege period 
shall be 7¾ percent. A corporation having an accounting 
period of less than 12 months may qualify for this reduced 
rate if its income· when prorated does not exceed $8,333 
per month. 

Example: A taxpayer having a five month accounting 
period qualifies for the 7¾ percent rate if its income for the 
period does not exceed $41,666. 

4. For privilege periods beginning on or after January 
1, 2002, a taxpayer that is not a New Jersey S corporation 
that has entire net income of $50,000 or less for a 
12-month privilege period, the rate for that privilege 
period shall be 6¾ percent. A corporation that is not a 
New Jersey S corporation having an accounting period 
less than 12 months may qualify fou this reduced rate if its 
income when prorated does not exceed $4,166 per month. 

7-13 
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(b) Tax rates for New Jersey S corporations are as fol-
lows: 

(1) For a New Jersey S corporation with a fiscal year 
beginning after July 7, 1993 but before January 1, 1994 
the tax rate for a New Jersey S corporation is two percent. 

2. For a New Jersey S c.orporation whose privilege 
period begins on or after January 1, 1994 but before 
January 1, 1995 the tax rate for a New Jersey S corpora-
tion is 2.350 percent. ' 

3. For a New Jersey S corporation whose privilege 
period begins on or after January 1, 1995 but before 

·1 January 1, 1996 the tax rate for .a New Jersey S corpora-
tion is 2.42 percent. 

· 4. Periods beginning on or after January 1, 1996 and 
ending on or before June 30, 1998: 

i. Except as may be provided in (b )4ii below, for a 
New Jersey S corporation whose privilege period begins 
on or after January 1, 1996 and ends on or before June 
30, 1998 the tax rate, with respect to its entire net 
income not subject to Federal income taxation ( or such 
portion thereof as may be allocable to this State) is 2.63 
percent. See also ( c) below. 

ii. For privilege periods beginning on or after_ July 
1, 1996, ·and ending on or before June 30, 1998, a 
taxpayer that is a New Jersey S corporation that has 

, entire net income of $100,000 or less for a 12 month 
privilege period, the tax rate for that privilege period 
with respect to its entire net income not subject to 
F~deral income taxation ( or such portion . thereof ,as 
may be allocable to this State) shall be 1.13 percent. A 
corporation having an accounting period of less than 12 
months· may qualify for this reduced rate if its income 
when prorated does not exceed $8,333 per month. See 
also (c)below. 
5. Periods ending on or after July 1, 1998 and on or 

before June 30, 2001: 

I 

i. Except as provided in (b )5ii below, for a New 
Jersey S corporation whose privilege period ends on or 
after July 1, 1998, but on or before June 30, 2001 the 
tax with respect to its entire net income not subject to 
Federal income taxation ( or such portion thereof as 
may be allocable to this State) is two percent. See also 
(c) below. 

ii. For privilege periods ending on or after July 1, 
1998, but on or before June 30, 2001 a taxpayer that is 
a New Jersey S corporation that has entire net income 
of $100,000 or less for a 12 month privilege period, the 
tax rate for. that privilege period with respect to its 
entire net income not subject to Federal income taxa-
tion ( or such portion thereof as may be allocable to this 
State) is 0.5 percent. A corporation having an account-
ing period of less than 12 months may qualify for this 
reduced rate if its income when prorated does not 
exceed $8,333 per month. See also (c) below. 

Supp. 9-15°03 
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· ' 6. Periods ending on or after July 1, 2001 and ending 
on or before June 30, 2006: · 

. i. · Except as may be ptoyided in (b )6ii belo\V, for a 
New Jersey S corporation whose, privilege peri9c:l end-
ing on or after July 1, 2001 and ends ollor,before June 
30, 2006 the tax rate; with respect to its entire net 
income not subject to F<::deral.income taxation ( or such 
portion thereof as may be allocable to this State) is l.33 
percent. See also(c)below. . . 

ii. For privilege periods ending on or after July 1, 
200i, a taxpayer that is a New)ersey S corporation that 
has ·· entire net inc9me of $100,000· or less for a 
12-month · privilege period, the tax rate for that privi-
lege period with respect to its entire net .income hot . 
subject. to Federal income taxation ( or such portion 
thereof as, may be allocable to this State) shall be 0 
percent: A corporation having all accounting period of 
less than l2 months may qualify for this reduced rate if 
its income when prorated does.· not · exceed $8;333 per 

· · month. See also. ( c) below. 
, 7. P;;riods'ending on or after July l, 2006 but.on or 

. before June 3Q, 2007: · · · 
. ·- .. 

j. Exceptas may be provided in (b)7ii below; for a 
New' Jersey S corpqration whose taxable income is in. 
excess of $100,00Q for the privilege period and whose 
taxable year ends .on or after July l, 2006, but on or 

· before June 30, 2007 the. tax with respect to. its entire 
. net income not ·subject to .Federal i11come taxation (or 
such portion thereof as may be allocable to this State) 
is Q.67 percent. St:;e also (c) below: 

ii. .. For~ taxpayer tha.t isa NewJersey s corporation 
having entire :µet income less .than $100,000 for privi~ . 
lege periocls ending on ·or aft~rJuly l; 2001 there is no 
tax:; · · 

8 ... For privilege periods ending on or after July 1, 
20Q7 there shall be m;, tax imposed on New Jersey S 
corporations; 

(c)The rates for income ofNew Jersey S corporations 
Federally-are asfollows:. ' 

L Except .as may be provided in (c)2 or 3 below, for a 
New ·Jersey S corporation the tax rate is nine percent 
multiplied by a11y of itf entire net income t~at is subject to 

'Federal income. taxation or such portion-thereof as Illay 
be allocable to this State. (See, for example, LR.C. 1374, 
1375.) 

2. For privilege periods beginning on or after July 1, 
1996, a t~ayer that is a New Jersey S Corporation that 
hasentire net income. of$1QO;OOO or less for a 12. month . 
privilege period;. the tax rate is 7.5 percent multiplied by 
any of its eritite net income that is subject .to Federal 
income taxqtion or such portion thereof as may be alloca~ 
ble to this State. (See, for example, I.RC. J374, 9t 
B75). _A corporation having ari accounting period of less 
than 12. months may qualify for this reduced rate. if its 
income when prorated does. not e~ceed $8,333 per mcfot~. 

Supp. 9-15-03 
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3. For privilege periodsbeginning on or· after January 
1; 2002, a taxpayer that is a New Jersey S 'corporation that . 
has entire net income of $50,000 ot less for a 12 month 
privilege period, the tax rnte is 6.5 percent multiplied by 
any . dfits entire net income that is subject to Federal 
incoqie taxation or such portion thereof as may be a:lloca-
ble t6 this State. (See, for example, I.RC. 1374 or 1375.) 
A: corporation having an accounting peri6d of less than 12 
months may qualify for. this redµced rate if its income 
when: prorated does not exceed $4,166 per mqnth. 

(d) In addition, a surtax cilculated pursuant to N1.J.S.A. · 
54:tOA+5.1 and 5.2 shall be computed and added to the 

. applical;>le tax, providedthat on and after January 1, 1994 
there shall·.be no surtax.imposed ... ·The adjusted surtax rate 
for accqunting periods ending between January 1 and June 
30; 1994 is determined by multiplying the surtax rate for the 
period (.00375) by a quotipnt, the numerator of which is the 
number: of complete calendar months in the taxpayer's 
accounting period ending; before January 1, 1994, and th<:; 
denominator ,of . which is the total number of complete 
calendat months in the accounting period. This calculation 
ensµres j that . the surtax rate is . reduced proportionally for 
those taxpayer's with a tax year ending after January 1, 1994. 
The surtax is then completely eliminated for fiscal year 1995 
and thei-eafter. . 

. ; . . ' 

.00375 x i . Months·eriding before January: 1, 1994 = Adjusted Surtax Rate 
1 · Total months .in accounting period 
r 

. Example· l. .A taxpayer whose tax yeai; covers a 12~month • 
. period ~nding on January 31, 1994 determines the adjµsted 
surtax rate. as follows: ;0035 x 1¾2 ==.00344. Note: For 
ease of computation, the calculation is. rcmndei::l to. the fifth 
decimal 'place. . . 

Exa~kle2, The adjusted surtax rates for taxpayer .with 
accouridng periods ·covering 12 months are listed 'below. 
Taxpayers. with· accounting periods covering less than 12 
months must compute the appropriate. rate using the formu-
la indicated above. . 

: Fiscal Y eat 
' Ended 

i' 

1/31/94 
. 2/28/94 
3/31/94 ,. 
4/30/94 
5/31/94 

. 6/30/94 

Adjusted· Surtax 
Rate 

0:00344 
0.00313 
0.00281 
0~0025 
0.00219 
0.00188 

Amended !by R.1979 d.45, effective February 6, 1979. 
See: UN.J.R. 40(d),,ll N.J.R.J50(b). 

· Amended byR1980 'd,146, effective April 9, 1980.·· 
See: 12 NiJ.R: 159(b),J2 N.J.R. 293(b). 

· Repeal artd New Rule, R.1994 d.186, effective April 18, 1994; 
See:• 26 N:J;J~ .. 761(aJ, 26 N.J.R. l696(b). . . 

Section ; wa:s "Method of computing· part two of tax; net iiicome 
ba·se"-. ·I, 

Ame~ded ~y R1995 d,134, effective March 6, 1995. 
See: 27 N:J.R 57(a), 27 N.J:R. 935(c). 

• Amertded byR1996 d,495, effe.ctive October 21, 1996. 
See: 28 N:J.R. 3056.(b), 28 N.J.R 4592(b). 
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Amended by R,1998 d.193, effective April 20, 1998. 
See: 30 N.J.R. 605(a), 30 N.J.R. 1426(a). 

Rewrote (g) and (h); inserted new (i) and (j); and recodified former 
(i) through (k) as (k) through (m). 
Special amendment, R.2003 d.135, effective February 27, 2003 (to 

expire August 26, 2003). 
See: 35 N.J.R 1573(a). 

Rewrote the section. 
Adopted concurrent amendment, R.2003 d.370, effective August 22, 

2003. 
See: 35 N.J.R. 1573(a), 35 N.J.R. 4310(a). 

Provisions of R.2003 d.135 adopted without change. 

Statutory References 
See N.J.S.A. 54:10A-5(c) as to computation of tax on basis of entire 

net income. 

18:7-3. 7 (Reserved) 
Amended by R.1979 d.45, effective February 6, 1979. 
See: 11 N.J.R. 40(d), 11 N.J.R. 150(b). 
Amended by R.1982 d.6, effective January 18, 1982. 
See: 13 N.J.R. 688(a), 14 N.J.R. 105(d). 

(a)2: Added "but before June 30, 1974"; (a)3: Added "but before 
December 31, 1980"; 
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 "Corporation tax prepayments; amounts due". 

18:7-3.8 Investment company; tax self-assessed 3cnd 
payable 

(a) The tax payable by an investment company entitled 
and electing to report as such is a tax measured by 40 
percent of its entire net income at the rate provided by law. 

(b) In no case shall the total tax be less than $250.00 
provided that for privilege periods beginning on and after 
January 1, 2002 the tax shall not be less than $500.00, except 
that for a taxpayer that is a member of an affiliated group or 
a controlled group pursuant to sections 1504 or 1563 ofthe 
Federal Internal Revenue Code of 1986 and whose group 
has total payroll of $5,000,000 or more for the privilege 
period, the minimum tax shall be $2,000 for the privilege 
period. 

Amended by R.1979 d.45, effective February 6, 1979. 
See: 11-N.J.R. 40(d), 11 N.J.R. 150(b). 
Amended by R.1990 d.489, effective October 1, 1990. 
See: 22 N.J.R. 1871(a), 22 N.J.R. 3147(a). 

Tax rate amended to conform to statutory tax rates. 
Repeal and New Rule, R.1994 d.186, effective April 18, 1994. 
See: 26 N.J.R. 761(a), 26 N.J.R. 1696(b). . 

Section was "Investment company; tax assessed and payable". 
Special amendment, R.2003 d.135, effective February 27, 2003 (to 

expire August 26, 2003). 
See: 35 N.J.R. 1573(a). 

Rewrote the section. 
Adopted concurrent amendment, R.2003 d.370, effective August 22, 

2003. 
See: 35 N.J.R. 1573(a), 35 N.J.R. 4310(a). 

Provisions of R.2003 d.135 adopted without change. 

Statutory References 
See N.J.S.A. 54:10A-5(b) as to method of computing. amount of 

franchise tax payable on taxpayer's entire net worth. See N.J.S.A. 
54:10A-5(d) as tc;> method of. computing amount of franchise tax 
payable by an investment company which has elected to report as such. 

18:7-3.9 (Reserved) 
Amended by R.1982 d.6, e,ffective February 18, 1982. 
See: 13 N.J.R. 688(a), 14 N.J.R. 105(d). 

18:7-3.11 

"By" was "for"; added. "on and after"; deleted "and· thereafter"; 
added "but befo~e December 31, 1980"; added "N.J.A.C. 18:7-3.7"; 
deleted "section 3.7"; deleted "of this chapter". 
Repealed by R.1994 d.186, effective April 18, 1994. 
See: 26 N.J.R. 761(a), 26 N.J.R. \696(b). 

Section was "Investment company tax prepayments; amounts, dates 
due". 

18:7-3.10 Regu,ated investment company; tax payable 
(a) For the privilege periods beginning before January l; 

2002, the tax payable by a regulated investment company, 
entitled and electing to report.as such, is $250.00. 

(b) For privilege periods beginning on and after January 
1, 2002 the tax applicable to a regulated investment compa-
ny shall be $500.00, provided, however, that for a taxpayer 
that is a member of an affiliated group or a controlled 
group pursuant to sections· 1504 or 1563 of the Federal 
Internal Revenue code of 1986 and whose group has total 
payroll of $5,000,000 or more for the privilege period, the 
minimum tax shall be $2,000 for the privilege period; 

( c) A regulated investment company, as defined in 
N.J.S.A. 54:10A-4(g), that also. qualifies as an investment 
company, as defined in N.J.S.A. 54:10A-4(f), is not subject 
to the AMA. Such a company shall annually file form 
CBT-100, completing page 1 and Schedule M for regulated 
investment companies. In addition, a statement should be 
attached to the taxpayer's return indicating that the regulat0 

ed investment company qualifies as an investmen.t company. 

( d) A taxpayer that qualifies as both a regulated invest-
ment company and an investment company shall pay the 
minimum tax applicable to all taxpayers of $500.00 unless it 
is a member of a controlled or consolidated group having 
total payroll of · $5,000,000 or more, in which case the 
minimum tax would rise to the level of $2,000. 

( e) A regulated investment company that does not qualify 
as an investment company is subject to the alternative 
minimum assessment. 

Amended by R.1979 d.45, effective February 6, 1979. 
See: 11 N.J.R. 40(d), 11 N.J.R. 150(b). 
Amended by R.1983 d.496, effectlve November 7, 1983. 
See: 15 N.J.R. 1365(a), 15 N.J.R. 1872(b). 

Deleted old (a)-(c). In (a), added $250.00 tax. Also added new (b). 
Special amendment, R.2003 d.135, effective February 27, 2003 (to 

expire August 26, 2003). 
See: 35 N.J.R. 1573(a). 

Rewrote the section .. 
Adopted concurrent amendment, R.2003 d.370, effective August 22, 

2003. .. 
See: 35 N.J.R. 1573(a), 35 N.J.R 4310(a). 

Provisions of R.2003 d.135 adopted without change. 

Statutory References 
See N.J.S.A. 54:lOA-5 as to how taxpayer should compute the total 

amount of franchise tax payable. 

18:7-3.11 (Reserved) 
Amended by R.1982 d.6, effective January 18, 1982. 
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18:7-3.11 

See: 13 N.J.R. 688(a), 14 N.J.R. 105(d). 1 . 

Added "on and after"; deleted ."and. therel).fter'.'; added "but tiefore 
December. 31, 1980"; added "N.J.A.C. ,18:7-3.7"; · deleted ''section 

• 3.7"; deleted "of this chapter". · 
Repealed by R1994 d.186, effective April 18, 1994. 
See: 26 N.J:R. 761(a), 26 N.J.R. 1696(b). 

Section was "Regulated investment company; tax prepayrµents, 
amounts and dates due". 

18:7-3.12 Method of accounting 
. In general, the method of accounting, whether cash,, 

ac.crual or other basis, used in· computing net income for 
Federal income tax purposes is to bi:: used in computing 
entire net income under the Act. 

J Amended. by R1994 d.186, effective April 18, 1994. I ~ee: 26 N.J.R. 761(a), 26 N.J.R. 1696(b). 

Statutory References· . 
See N.J.S.A. 54:10A-4(k)(3) as to Director'~ right to redetermine the 

period in which income should be included de.spite method of account-
ing used by the taxpayer. . · 

18:7-3.13 Estimated tax 
(!!-) For any privilege periods beginning on or after Janu-

ary 1, 1985, each taxpayer shall pay its estimated tax in four · 
installments as follows: · 

,1. Twenty-five percent on· or before the 15th day of 
the fourth month; and 

2. . Twenty-five percent on or before the 15th day of 
. . the. sixth month; and 

3. Twenty-five percent on or before the 15th day, of 
the ninth month; and . : 

4; The balance on or before the 15,th day of the 12th 1 

month of its current accounting period. 

. (b) For privilege periods beginning on or l:!fter January 1, 
2003, each taxpayer with gross receipts of $50,000,000 or 

· more for the prior privilege pei;iod shall. pay its esti.mated 
tax for its current privilege. period in installments as follows: 

1. Twenty-five percent on or before the 15th day of 
the fourth month of the period; · 

2. Fifty percent on or before the 15th day of the sixth 
month of the period; an~ 

3. The balance on or before the 15th day of the .12th 
month of its current privilege period. 

( c) When the tax liability for the pre~eding tax year is 
$500.00 or less, a taxpayer may, in lieu of making the 
installment payments otherwise requireq, discharge its entire · 
iobligation with respect to estimating its tax by making · a . 
\~ingle payment ?n or before_.t~e original due date for filing 
its return. The smgle payment 1s 50 percent of the tax shown 
bn the face of its return. Such tax must be determined with 
~eference to the tentative return or final return· which was 

· filed or should have been filed on or before the original 
1ctate' of such return. The single payment should be comput-
jed py taking into account any payment which may have been 
fade on the 15th day of the firs~ month of its current tax . 
~ear. · 

DEPT. OF T~SURY-TAXATION 
-

( d) For purposes of applying this rule, it is necessary that 
the preceding tax year be a full calendar or fisc.al year; or 
where such retum is · for a .. short period of less than 12 
months, the actual tax liability for such short period must be 
divided by the nut'.l]ber · of whole . months covered by the 
return .and multiplied by 12 .to impute a tax for. a full 
calendar or fiscal year. For the pm;pose of this computation 
a fraction of a month is to be disregarded. · 

( e) A taxpayer shall be entitled to a credit in the amount 
of the estimated tax payments made. and . shall be entitled to 

. , the return of any amount so paid which is in excess of the 
. total tax payable under N.J.S.A 54:lOA-lS(c) arid N.J.AC. 

18:7-3. . 

, (t) Any amount overpaid and ,appearing on the face of 
the return CBT-100 for the immediate preceding year may 
be applfod m lieu of any.payment of estimated tax otherwise 
due. under this section whe,re the taxpayer indicates on the· 
face of such return that it elects to have such overpayment · 
so applied. Such amount . will be considered to be a pay-
ment of the first I installment of the estimated tax for the . . I 
next succeeding year unless the ·taxpayer designates other-
wise on the · face of the return for the year in which the 
overpayµi.ent was made. 

(g) The term ''taxpayer" as used i~ this section is defined 
at N.J.A.C. 18:7-1.3 and includes corporations as defined in 
N.J.S.A 54:10A-4(c),investment companies, regulated in- . 
vestment companies, real ~state investhient trusts, financial . 
bu.siness corporations, banking corporations and savings in-
stitutions. 

(h) .The due date for any payment of estimated tax 
. cannot be extended . 

New Rule, R.1982 d.6, effective January 18, 1982. 
See: 13 N.J.R. 688(a), 14 N.J.R.105(d). 

· Amended by R.1990 d.296, effective June 18, 1990. 
See: 22 N.J.R. 1045(a), 22 N.J.R. 1946(a). · 

In (f): .ad.ded last sentence: Added form number CBT-100. 
Amended by R.1994 d.186, effective April 18, 1994. 
See: 26 N.J.R. 761(a), 26 N.J .. R. 1696(b). . 
Special m:nendment, R.2003 d.135, effective February 27, 2003 (to 

expire August 26, 2003). 
See: 35 N.J.R. 1573(a). . 

In ·(a), ·~ubstituted "privilege periods" for "accounting period" ih the 
introductory paragraph; added new (b); recodified former (b) through 
(g) as (c) through (h); in new (g), substituted "savings institutions" for 
"limited p!if1:nership associations". . . 
Adopted concurrent amendment, R.2003 d.370, effective August 22, 

2003. . . . 
See: 35 N:J.R. 1573(a), 35 N.J.R. 4310(a). 

Provisions of R.2003 d.135 adopted without change. 

18:7-3.14 Estimated payment fo~ fourth quarter 2002 
Notwithstanding contrary provisions of law, for the privi-

lege period of the taxpayer beginning in calendar __ year 2002, 
ari unperpayment of the installment payment due on or 
before the 15th day of the 12th month oft.he period exists if 
the amount actually paid· is less than the amount that would 
have· been paid if· the taxpayer had paid 25 percent of its 
actual -li~bility for the current privilege period; The ~nder-
payment is the amount·of this diffyrence. 
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Special new rule, R.2003 d.U5, effective Fypruary. 27, 2003. {to expire , 
August26, 2003). 

See: 35 N,J.R. 1573(a:). . . . 
Adopted concurrent new 11.)le,. R.2003. d:370, • effective August 22, 2003. 
See: 35 N.J.R. 1573(a); 35N.J.R4310(a). • . . . · 

Provisions of R.2003 d.135 adopted without cha1,1~y; 

18:7-3.15 Interest on underpayment of installment 
payments 

(a) N.J,S.A.54:lOA~lSA imposesan adclitio17- to the tax 
on. the amount of the underpayment of any installment qf 
estimated tax by a corporation .(with certain exceptions). 
Thisi. addition to the .tax is.imposed irrespective of any 
reason for the underpayment. ·. The amount of the 11nder-
payment for any installment date is Jhe excess of: 

. ' ·, . ·, 

1. ' .The amount of the instaHm<::nt payment which 
would be required to be paid ifall installment pay1Ile11ts. 

.. wereequal to 90 percent of the tax shown on.the return 
for the accounting year or, if no retur11 was filed,. 90 · 
percent of the tax for that year, over 

. 2; The amount, if ~my, Of the installm~nt paid on' br. 
. before the last day prescribed for such payment. 

(b) Interest is determined at the annual rate referred . to . · 
in (c) below based upon the amount ofthe underpayment Qf 
any installment of estimated tax for the period frolll tlie 
date such installment was requited td be paid until'the 15th 
day ofthe fourth month followingthe close ofthe tax year; 

' ot the date such underpayment was receivecl by .. the Di-, 
rector, whichever is earlier. For. purposes of determinit1g 
the period of the underpayment: · 

1. The date prescribed •for payment of any inst11llment 
of estimated tax may not .be extended; and 

2. A payment of ~stimated tax on any installment. 
date, . to the extent that it . exceeds th,e amount of the 
installment determined 1.mder (a)l above for.such date 
shall be considered a payiµent of any previous 1;1nderpay-
ment. 

' ' 
' ' ' 

(c) Thernte to be used in (b) above isan annual rate of 
five percent above the prime rate, compounded daily frQm 
the date the tax was originally due and payable until tlie 
date of payment. On and after July 1,J993, the rate is 
three percent above the prime rate compounded annl).ally.' 
Each such underpayment shall bear interest af. the rate 
prescribed above. The following is an example of under, 
payment interest computation: · ' 

·. 1. Assume the average predominant prime rate for 
January 1, 1994 is six percent Therefore, the applicable 
interest on underpayment pursuant to this s11bsection is 
six percent plus three percent or nine p<::rcent on the 
amount of any underpayment of estimated tax due on. or 
afterApril 1, 1994 but before Julyt, 1994, The ,method 
prescribed for computing the addition to the tax may be 
illustrated by the following example: 

·• • 1. , 

i. A· corporation reporting on Ca cal~rtdar year basis 
~stimated on its Statement Of Estimated Tax for 1994, 
estimated tax . in . the . am.ount of $50,00R . · .. H made 
payments of $12,500 each o.n April 15, l994, June 15, 
1994, September lS, 1994 and December 15, 1994; On 
April 15, 1995, it fHed its tax return, CBT"""lO0, showing 

. a total tax pf $200,000. Since, the amount of each of 
the fom · inst<flbnents paid by the . last date prescribed 
for·payment thereof was less .than·90 pe.rce. n.t oft.he tax 
shown on the return, the addition to the tax u11der this 
rule is applicable ahd is computed as follows, a.ssmnjng 
thafno exception, applies: · · 

Item (1) · Tax on return for 19'94 ................. , 
Item (2) Ninety percent of item (1), .. ,, .... :,,, .. 

$200,000 
180,000 

Itei:n (3) Amount ·of'. estimated tak required to· be 
paid on each instalhnentdate (25, percent · · 
of$1So,00Q) .... , ...... ·• .... , ....... , .. . 

· Item (4) Deduc:t amount paid on each installment 
, date .. , .. , . , ...... '. .· .. < .. · ........... , .. . 

45,000 

12,500 
Item,(5) Amountof underpayment for .each .installs 

lllentdate (item (3) minusitem (4)) . , ... , .. $ 32,500 
Itern ( 6) Interest shall be charged on each underpay, 

ment &t the rnte as prescribed in this sub, 
section, · 

First installment: Interest period April 15, l'i94 to. April \5, 1995 · 
Secondinstallment: 'Interest period June 15, 1994 to April 15, .1995 
Third instalhnent:. Interest period Septell!berl5, 1994 to April 15, 1995 
Fourth' installment; .Interest period ))ec~mber 15, 1994 to April 15, 19,95 

. (d) lf there has been an underpayment of estimated tax 
· as of the.installment date prescribedfor it8 payment and the 
taxp,ayer believes that one or more of the exceptions de-
. scribed in (e) below precludes the imposition of the addition ' 
to the tax, it should attach to its tai return, CBT,JOO,for 
the taxable year a Form. CBT,:::1(50 showing the applicability 
of any exception upon which tfle taxpi1yer reU~d. 

(e) .• Exceptions to imposition of interest· on· underpayment . 
of an in,stallment payment. . The addition Jo the tax under. 
this. rule· will not be imposed• for any underpayment of any . 
i11st,allmentofestimated taxif, on or before the ,date pre, 
scribed· for payme:11t of the installment, the total amq11nt of 
all payments· of estimated tax made equalled or exceeded 
the mnount whjch would have 'been required to be paid on . 
or before such date if the estimated tax were the least of the 
following· amounts: 

1. An amount .equal to the tax determined' onthe 
basis ofthe tax rates for the taxable year but otherwise' on . 
the basis of the facts showt1 011 tp.e return for the preced-
ing taxable year and the law1 applkable to such ye<J.r. If 
the fax rates for the current tax<J,ble year with respect to 
which the.· underpayment occurs .differ from the. rates 
applicable to the preceding taxable year, the exception 
will only apply to installments due on or after tlie change 
ih tax rates. If the preceding return was a short period 
return filed pursuant to N.J.A.C. 18:7'-12, the tax compute 
ed on the basis of the facts shown on sucp. return for 
purposes of determining the applicability of the exception 
s)lall . be t)le tax · appearing on such short period · return 
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' '\' · 18:'7~3.15 
: . . : ·.-. . . . . ... 

· ... ·.' \ multipUed byU ~11~ then divided by the:dumber pfwholi' • 
, •. , mo11th,s covef~q by StJc;h shqit peri9d tettin;i; . or . ,' . . , 

18:7--3~17 ' Co~rdiilatic:,n Qrtax'credh:, ' '' ' ' :. 
· (a) lfhe pri0tity of credits.· for a taxpayer under. tb,e Cor, . /-\·. 

pora:tion J3usines8'-Tax Nc_t shall. l:ie. the priority oOtatutory .. 

\:_,.:_nnnan~.-~.2d ... '._e_· __ ·t·.·•aax·._:·.tayb ...... l.•e:·~'na,e~lllt~-•-•·w~.to:_orttqhu•a,&~o ... r· .. :~ .• _0_._· ·• .. :~_-.• ~p,:~~Ilti!t_::pi:in1::;-• .• ' _··:;e,~11~!d~;9~~~t~~1!; s;~!:~u;::a!f t~m;e:~~infir. iffi:~t.;·,. ·',' 
~' . 1945, • c.162, shall first be_ red#ced by the amount of any• • ·.··_···•··· -~ 

credit: a116wecl pq:rsu~nt to section i2. of P .L 2000; c;It ' 
. ), Th¢Jir~t tllree months of tlie' tax~ble' ye~r?: ui the . . (N.J:S,:A. 17B:32B-ti); then W the amount ,of any creQit ·. 
. . ci;ise of tlie instalhnent required to l;ie P~td in th:dourth>. ·. · ·. allowecl pursuant .to se,ction 3 of P .L 1993; c,170 (N.J $:A . . 
'':\mo~tli; . . . . . 54:lOJ.\-:-5.6), then:by any·amouJ,it allowed pursualit to s_ec{' 

. ·. - · · ti6n·1~ ofJ>.L. 1983, c.J03.(N.J;S;A 52:ZIB,-78), th~n Jn( 
iL ' Either 'the first tJitee • C>r the fi;st fivd ,· any ~ouilt allowed pursuanL)ci s,ectiori 12 of PJ,.19$.5; 

inonths of tµe tiix~ble ye~ (which~vfr Tesult~ in, 'no . c:221· (N.J.S;A. 55:1943); then ;'by any· aniC>unt allow~d ', 
addition being imposed);in the case ofJh¢ installment pursuapt to section 42 of :P;L. ,J987, · d02 .(N.J.S.A.< · 
requir~g.tobepaidinthesixthrnqritb; ';> · 54:lOA-SJ), then<by any.amount allowed under sections'3 ·•.· 

··· · · · · · · · · .· or 4 .; of P.L. 1993, <t.i1i'(N.J.S.A 54:lOJ\.::..5.lS or ... 
·iii.·'· Either( the.first •six·· month~. :9ii lp.e first·. eight .·. 54:to~LS,19);_ 'the11 by_~riy ~iilount• allow~d. pursu~t. to:··· .. 

. . ·' ptOI,lthS qf the )~able ye;rr (wJ;iichev~r- re&µlts'•in no' . sectioi1! l (jf_PL ,199J; ~.175 (N:J.S.A;:·54:lOA-,,,5.24),)hen' ~y< •• 
' ' aqditio11 being imposed}; iii 'the cacse of the :instal~eht ' any ~oµnt a,llpwed f:iur$uant 'tP : s¢,ctj_on 1 of p .L 1993, 

required to M paid irithe n:inth 'thorith;. apd , · ·· -· · · c,150_' ~~U:S.A/ 27,:26A-15), then :by any amount allowed ,· .. 
c · · · . . · , .. · , ·· · . . · · . ·· · . .• . pursuant to section •3 of l\L: 1997t c349 (N;J:S:A. 

iv.·.,,, ~ither:th~ firs. t ninemonths·o~. ;t,he·,first eleven . 54:10A~5,3o), then by' any atnOlJilt allowed purSuant to . 
· h f th ,, · bl · ( · hi h. - ul . . _sectiQhit of P.L '199?,\,.102 (N.!.S.A. 54:10A~$ Note), the11 

mont s O . e t~a · e year w c. eyer res ' ts 111, no by anYI am:~mnt allowed' pursuanfto section 3 of P.L 2001, 
. a:dqitio:ti.being imposed), in the dise· ~f the· inst~lment 'c.415 (N,J.S.A 52:270--492);''then)y 'any a.mount allowed . , .· 
.. · required to:9epaid ir the fulel~hm:onth. · ·. . . plitsua*t: to sectfoq· · t .of g£:: 2001; .· c32l . (N,J.S.A. '/ 

, t . The tax so: detenn~h~d shallbe piii/ed o:ti an ~µnual .54:lOAtS:31);: then 'by any anJ,OUilf allowed pursuant' to 
. . . . . . . . . . . . . . . section( 516 of P.L2002, c:43., (N.J.S.A 52:27BBB-55); Sec,· . 

basis by first mlJltiplying it . .bY 12,. and; then 'divi~g the · .. tion 1 of PL 1993', c:lQO {N,JS:A.. 27:26A-15). sli11ll reduce . ·• 
',re.sulting.ani.o .. witb.Y.the .. · ... number.··o.fmonthsi.n_·.th.i.·.tµ_able- th .... t '· lit ct·•·· e·ti·, ·1·· f.PL··1g93 150· (N"'S·A. · ·-~ .. _ , e llX\;'S s e m· s c. qn, o .. •. . , c. . · .J. ,, •. 

year_. 27:26A+ 15):. . . : · 

·. .. New Rule; R.1982 d.6, effective Januitj,.18, 1982; 
See: 13N.J.R. 686(a), 14N),R; l<i5(d). . .•>• .·· .• ... 
Amended by R.1984 d.322,:effective August 6, .1984. : .' 
See:, 16 N)J{. iQ43(a); 16 N.J.R 2l$2{b). , v .• 

. Sectiqn s1,1bstantfally amended. ·.. . .. . .. . . > . . 
. , kiiended by R..1988 d.407, effee,tive September 6, i?88'..'.) 

See: 19 N.JJt. 2255(!J); 20 N.J.R. 2310(c}: ·. · · . , · , · 
. . Sirbstantially iniemled ( c). ·· ·.· ·. > . • ' > ' , > . 
Amended byR1994 d:186, effective AprilJ8, 199( 

_· 'See: 26 N.J,~.)6_i(a),, 26 1N.J.R.l6~6,(b).. . '' 

I 

' .·. (b) '¥he. total' ainoii~i. of the; credits• usted in this section .· 
· , _that ard a,J(ow.eq, against the. tax imposed. pursuant fo ~ec;tion_ 

5 of P.L, l945,.c;162 for the tax year shall not· exceed 50 
. percenh of' the tax lia~ility J)therwise. due and ·. shall <not.· 
·' redu¢e ithe tax liability to. an amc;ninfless · than statutory; . 

. niinim,Uin_provided in subsedioi). (e) of)sectiqh 5 o(P.L. 
1945, c.162, · ·· · · · ·· 

•. · ..•. 1 ••••. · · ...• ·.• . . • ' • •• • 

( c) ~Y .credit carryover .should be taken in' the manner : 
. set fo1:th in the _section granting the r~lev'ani crecllt. and 

· · · ·· · shffwd l;>e applied in :tb,e .. sequerice that,th~·credits are Hsted 
18:7-3.16 Banking corporations alid; finan~i~I business> · · in ( a) apo,ye. · If tlle credit carryover :section is silent about 

cotponUions •· ·. . -. whethei,, a. carryover ~hoµld . qe·. aliowed, no ·carryover is ··. 
NJ.AG. J8:7~3.13, 3.15, 11.12 and i3.6 apply to banldng. a,llowea), . ··.·. '· . . . i .·. ·•• - .. •·.•·:. , < / ·· · .. -· , · ·.· 

corporatl~;µs .. and .. fina:ndal business . ·. corpcn;ationsO' .· Se~ ·· ( d) Corporate tax credits may I1ot be µsed to decrease4he: ·. · 
• N.J.S.A..54:1.0A-M.et seq: rega~dirtg their general taxability·· tax ·dµe'. calculated underthe·,ait'ern'.ative mii.tfuium>assess- ·.··. · 

,, uriclei: theborporadon Businesi{Tax Act. . . ment. N\;,LS:A54:1oA.:.5ai , ' · . 
• . . . • , . • , .• . , •. . •. . -. ••• •. , ., ' I 

'N~w_ :Riile; 1{1982 d.6, effectj~e January 18, 19~2; '' 
See; 13 RJ:Ri688(a), 14 N.fR. 105(d). · 

. AmeJided by R1994_ d.186; ~ffective April 18; 1994; 
. See: 26-N.J:R. 76l(a), 26N,;f:R.J696(b), , · 

New Rill~, re'c;ociified from 18:7:.,.3.20 by,R.1995 d.459,, effectj:ve August 
. '' 21,: 199f. . ·, . . . · . . ·.' • · · . ' : , ,, ' . . · . • '.\ · . · 

See: 27 ~.J.R. 472(a)i27 KJ.R. 3207(a). . .,· .. . .·. . ·.. . 
.. Fl'lf.lI)-ert _N.J.A.C, 1~:7-3T1, fa1ter,pri~e zcme ~mployees tax credit; 

reood1fied to N.J.A.C. 18:7-3.20: · .·· . . _. ,, ·· .. • , · • 
... ·· Special a!ll~~dment, R.2003 d-135, effecdve F'!;lbruary ,27, 2003 (to 

expire.,\\ugiist 26, ~003) ... C · · · 
· See{ 35N.J:R..1573(a). :.·, ·. 
. Rewrot¢ (a); adde<i(d):,. 

I . . . . . 

,, i•. 

i' 
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, CORPORA110N BUSINESS- TAX: ACT ,. 

Adopted ·· concrirrent .amendm'ent, · · R2003. i370, ~ffective Augqst 22, wn · · - .. ·· · · · · · · 
See: 35 RJ.R. 1573(a), 35 N'.J.R 4310(a). · . . .· 

Provisions :ofR.2003 d,135 aclopt<::d 'without change. , .. •· 
. · ... 

18:7-3.18 R~tyclb1g tax credit · 

. (a) As used in this section: 
. . . . \ . 

"Cost of recycling equipment" means the· ;,invoice c~st" . · 
or "purchase price". of th,e eligible equipment its~lf. ',fhe ·. . 

. term does not,' for e4ample, include peripheral. or indirect .. 
costs associated with the purch~se, installatfon or -c;cinstruc- .. 

· tion of the eligible .equipment. Ineligible costs indude,· but. 
· are not ' limited ·· to, sales · fax, shipping costs; .. de~igri · · and 
. • engineering costs and site pn;paration. - .· ·. · · · · 

"l\tfaxittmm yearly credit" means the niwdtri'um ainotint of • 
. the tax credit allowable in a tax yeat'. . . .. . . . . . . . . 

'· . .· 

.18:7.,-3.18 ,' 
. . . ·:· . ' 

credit .. eqµal to .·.SO. p¢rc~nt. of .the···cost.· .. of the 
. equipment, sµhjectto the foHb~ng limitations: 

certified: 
,o, 

1. The t~ayer must receive certification from the 
. Cqrrunissiotier of the Department. of Environmental Proa . 
tectioii prior to claiming the credit._ ·, , 

, ·• •· -2. · The ~~muin ,Yearly. cteditshaH not be. mote· th~n 
20. percent of the total cre,dit' aliow~ble it1 !lllY one giye,n fun tax year. · , < • · ·· .· · · · · · 

3.- : The credit ~hall be based. on amounts paid for the .. 
...: equipment less·. the ain~unfof any loari · made: pursuant to · 

· ··, . section 36 of P.L. 1987, c.107 (N.J;SAiJ3:1E-96). ·:, · 
/ ·. . . . ' . .. . - ' . ·- . ·.-. ' 

4.: ,tile .creditallowable in a givbn tax,: year qmnot 
.· eicefid 50 percent of the · tax liability otlierwisy due oii 
that return: · See N:J.A.C. 18:7~3.l 7 for, priority of tax . 
credit$: ·· · · · - ·· · · 

. 5, : The amount of the ta,x cre~t sh.all riot reduce the 
, tax. lia,~il~ty below .. the ~tatutory mininiuti1 fax. proviqed · fit, 
N:J.S.A. 54:1()A,-:.5(e ). . . . . . "Qualified_. recycling equipment'' meal).s·. that;__ fecyclfn(._• . 

equipment used· in New Jersey which is certififld .in writing 
by the Cominissidner. of the Departinertt of Erivirorimetital, ' (c) 'Nc{tax credi~ may be laken b{a, taxpayer in the ye~r 
_Protection as qualified for the corporatiqn> business tax .·. that the. equipmeµt is di~posed of. .. · · · 
credit. 

"Total1 credit allowable" means the total corporate tax . 
::-'cr~dit that a taw~yer can t~e on equipment certified by the , 

Department of Environmental Protection; , . . . . ' .. · . . . . . 

· (b) A corporate. taxpayer vvhich p~rchases .qualifiedrecy~ 
cling equipment, is ehtitled to. a: corporation business tax 

, , 

·. ( d) The basis for. comptitati6n ofthe tax credit airlohnt is 
cost exclusive cif any loans received by the taxpayer pursuant··• .. 

· to sect}on 36, PL:_1987; c.102 (!tJ.S.A. l3':1E~96). , . . . ·. . 

·. ·• (e)., The·. tax credit 'shall be prorated' based on in:onths~ or. 
.the fraction thereof that the. equipmentJs µsed in ·the s~ate', . 
The base period for this proration i~ 12 months. . , -

. . . . .. '·· . .. / ~- \ 

\ 
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(f) Taxpayers who purchase qualified recycling equipment 
and have unused credits on December 31, 1996 can carry 
forward the tax credit to subsequent periods subject to the 
limitations contained in (b )2, 3, 4 and 5 above. 

(g) The equipment must be used in New Jersey during 
the year to be eligible for the tax credit. 

Example: XYZ Corporation begins to use · qualified recy-
cling equipment in this State on January 2, 1990. The cost 
of the equipment, excluding sales tax, shipping and installa0 

tion, is $100,000 and the taxpayer did not receive any loans 
from the recycling fund to help with the purchase of the 
equipment. The taxpayer receives an enterprise zone em-
ployee tax credit of $5,000 and their corporate tax liability 
after the credit is $30,000. The credit for the taxpayer is 
the lesser of $10,000 ($100,000 cost x 50 percent (total credit 
allowable) x 20 percent maximum yearly credit), or $15,000 
(50 percent of the tax liability after the enterprise zone tax 
credits). In this case the allowable credit for XYZ Corpo-
ration is $10,000, the lesser of the two amounts. 

(h) The Commissioner of the Department of Environ-
mental Protection's certificate and an affidavit from the 
taxpayer representing use in New Jersey must be a part of 
the return claiming any credit. 

New Rule, R.1988 d.413, effective September 6, 1988. 
See: 20 N.J.R. 48(b), 20 N.J.R. 2318(a). 
Amended by R.1992 d.479, effective December 7, 1992. 
See: 24 N.J.R. 2809(a), 24 N.J.R. 44ll(b). 

(a): Added "Cost of recycling equipment"; (g): Added text to 
Example. 
Amended by R.1995 d.459, effective August 21, 1995. 
See: 27 N.J.R. 472(a), 27 N.J.R. 3207(a). 

In (b)4, added reference to N.J.A.C. 18:7-3.17 for priority of tax 
credits. 

18:7-3.19 Smart moves for business program (formerly 
employer trip reduction program) tax credit 

(a) Corporate taxpayers are allowed a credit under 
N.J.S.A. 27:26A-15 for the cost of commuter transportation 
benefits provided to employees. See N.J.A.C. 16:50-9 for 
information on the tax credit. 

(b) For the purposes of verifying eligibility for the credit, 
the Director of the Division of Taxation will compare the 
claim with a list of those employers certified by the Commis-
sioner of the Department of Transportation or have regis-
tered with the Department of Transportation or have 'an 
approved compliance plan ot an approved amended compli-
ance plan. 

(c) To claim the credit, the taxpayer must complete Form 
307 and attach it to the Corporation Business Tax return 
(Form CBT-100 or CBT-lO0S) being filed. 

New Rule, R.1995 d.148, effective March 20, 1995. 
See: 26 N.J.R. 4976(a), 27 N.J.R. 1201(a). 
Amended by R.1999 d.116, effective April 5, 1999. 
See: 31 N.J.R. 266(b), 31 N.J.R. 893(a). 
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In (a), changed N.J.A.C. reference; and in (b), deleted a former first 
sentence. 

18:7-3.20 Enterprise zone employees tax credits 

See N.J.A.C. 18:7-15 for credits against the total tax 
applicable for "qualified businesses" located within "urban 
enterprise zones". 

New Rule, R.1984 d.496, effective November 5, 1984. 
See: 16 N.J.R. 1325(a), 16 N.J.R. 3057(a). 
Recodified from 18:7-3.17 by R.1995 d.459, effective August 21, 1995. 
See: 27 N.J.R. 472(a), 27 N.J.R. 3207(a). 

18:7-3.21 Manufacturing equipment and employment 
investment tax credit 

(a) The following words and terms, as used in this sec-
tion-, shall have the following meanings unless the context 
clearly indicates otherwise: 

"Base year" means the tax year immediately preceding 
the year in which a qualified investment was placed in 
service. 

"Cost of qualified equipment" means, and is determined 
according to, the following criteria: 

1. With respect to self-constructed equipment, the 
term means the cost amount properly charged to the 
capital account for depreciation· in accordance with the 
Federal income tax law. This includes all charges in-
curred to produce a particular manufacturing piece of 
equipment. . Costs include engineering designs, drafting, 
and other consultations required, as well as the physical 
construction costs associated with the finished product. 

2. With respect to purchased equipment, the term is 
determined to be the net cost or net monetary consider-
ation provided for acquisition of title and/or ownership of 
the subject property. 

3. With respect to equipment acquired by written 
lease, the · term is the minimum amount required by the 
agreement to be paid over the term of the lease, provided 
that the minimum amount shall not include any amount 
required to be paid after the expiration of the useful life 
of the equipment. Property which a taxpayer leases, .rents 
or licenses to another person is not qualified equipment. 

4. The cost of qualified equipment shall not include 
the value of equipment given in trade or exchange for the 
equipment purchased for business relocation or expan-
sion. 

"Credit allowable" means the credit available after apply-
ing limitations listed under (b )2i and ii below. 

"Credit available" means the credit earned plus any un-
used carryover from prior years. 

Supp. 4-7-03 
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. «Credit earned" means the manufacturi'n.g equipment por-
tion ·of the, credit plus the employment inv'estmentportion of 
the credit in a given tax year. . .. . . 

. «Employee·• equivalents" means the aggregate .. h~urs · of .· 
qµalifi~d patUime employees who wotke~ .for the. taxpayer 
for· ilt least 20 hours per weekfor at lea.sf s~ months. .This 

· amount is used to determine the total dumber of full-time • 
employees and equivalents necessary. when · calculating . the 
employment investment portion of the credit. ' The employ-

··' ees must be New Jersey . residents domi¢iled in, this State 
who are working at· 1oc:ations fo New Jersey, . . . 

.. ''Measurement year'.; means . the tax 'y~ar immediat6ly. 
foilowing the year in ,which a qualified investment was · . 
. placed· in ·serv~ce. 

"Placed in service,'' with respect to qualified equipm~nt, 
means and occ11rs in the earlier of the foll<lwing tax years: 

L ·· : The tax year in which; under· the taxpayer's depreci-
ation practice~the period f9r deprecfati911 with respect to 
Such property begins; or . · · · · · · ' 

. ' . 

. 2: .·. The taxable year in which th,e property i~ placedin 
a .cc:mditio11 or state of readiness ·and , .availa:bility for a 

- Specifically assigned fµnc:tion. ·. . ... 

·. ·•·I· . . .. •· , 
<'Qualified equipment" mearis . IItachinery, apparatµs or 

.. equipment acquired by purchase for use or consumption by.· 
.the tawayer directly ' and primarily ,in th~ productiori of 
timgible personal property by manufacturing, processing, . 
assembling or refining, · as . defined . pursuant to· · N.J;S:A .. · 
54:~2B-8.13a, having .·a: useful life "of four Or more years, 
placed in service in this State. ·. Qualified equipment does 
not include ta:ngi6fe personal propei:ty which theC taxpayer 
contracts or agrees to. lease or rent to another person or 
licenses.another . person to use; Lease re1;1ewals,. subleases; 
or assignments. ~hall not be considereci as qualified equip- . 

· ment. See N.J.A.C. 18:24--4.2. ··· ·· 

"Usef~l life'" ·used. to. distinguish thr~e~year pr~perty from 
. all othet property, is determi,.ried in accordance with sectiort ·· 

168 of the Federal Internal Reveritje Code. 

(b) Acorporatetaxpayer that acquires qualifiedmam.i.fac..:" 
turirig equiprnen( either. by purchase·. or lease and/or. has an .. 
increase.· in•.~ew. Jersey employees due .to.the ·equipment. 
investment is .en.tided to a corporaµou _bpsiness tax credit.. · 

- ' ' , . 
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. . . 

: · ii. The empl~ynienUnvestment portion is limited: to · c. . 

{hree percent of the cost of qualified 'equipment; riot to )~,. · 
yxc1::ed a ·maximum allowed amount of $1,000 multi~~( ). 
flied by the increase in the average number of qualified · ~J · 
employees and/ot employee equivalents; H is valid for 
~ach · of the two tax years next . succeeding the tax year 
for which the manufacturing equipment poitiop is ak 
lbwed. .•. , . · , · 

2. · The two portio~s combhled plus any carryover (the . . 
credit available as definecl herein) is also subject to the· 

· following limitations: · · · 
·:. . . ! . 

· '. i. . The amount of the tax credit shall not reduce the 
t~ liability below 50 percent of the tax liability other~ 
wise. due for. any· tax year or. below the statutory mini-
•1¥-um tax provided atN;J.S.A. 54:10A-5(e). · 

· :--ii~ Se~·N·~J.A.<;.--is:7~3.20.· . · \ 

( C) Jfthe total credh earned in the ci:irrerit or prior years 
is un¥sed due .to the limitations contained in· (b )2i and ii· 
above,•the unused portion m:ay be carried.over to the seven 

. tax years succeeding the year in which the credit was earned: · 

. (d) \The credit a~signed to property that has be~n dis-; 
pose&of, orwhic;h·ceases to be· qualified equipment prior to · 
the eµq . of its . categdrized. useful life, should he redeter,: 

· . mined· usiJ?:g the ratios specified below: 
i _ • ., ,. . • . • 

mREE-YEAR PROPERTY 
•' Nunlber of months quruified·use 

ALL OTHER PROPERTY 
Number of mont1Js qU:ruified use 

' 6o' I · 36 ·· .·· · .. : · 

·· (e) ;Property subject. to lea.se agreements shall have a. •·· 
mini~um term of four' years with a maximum not .to exceed .. · 
20. ye~rs to be cqnsidered.qualified equipment.· 

. (f) The following example . illustrate~ the appiication of> ·. 
the credit: ' ' .. 

Example: 1993 1994 1995 1996 
C::Ost <if qualified equipinent • . ' 

. placed in service: None $3,000,000 $5,000,000 · $1,000,000 
Average :employees and/or · 

emploree eqiiivale11ts . 125 140 150 160 
: ·: .. · . . 

199f XYZ Corporation places qi.mlified 111anufacturing 
. equipi:r-ent in 1>ervicy in New Jersey during 1994 .. The cost. 
of the! . mamifacturfug equipment, excluding shipping · and 
iiistall4tion; is $3,000,000. The taxpayer receives·. a· recycling . 
eqJiip111ent tax credit of'$10;000 aud its corporate tax liabili-
·ty is $400,000 .. · The m,aimfacturing equipment· portion -Of 
the cr~dit is $60;000 ($3,000,000 cost x two percent, not to 

1. The credit earned is supject to the following limita-
tions: · ·· · · 

i. The maniifactur:ing eqµipm~nt .portion fa fonited .. 
to · two · percent of the.· .cost . of. qualified equipment 
placed in service up to a inaximun;i credit for the . tax; . 

. exceed! $1,000;000), and Jhe einployrnentinvestinent portion 
· is unatailable until the two years following placement of 
.. equipII?-ent in servic~. , Therefore, the credit is the lesser of 

year of $1,000,000. · · 

$60;00~ or $190,000 (50 percent of the ta:x liability less the 
recyclin,g equipment ·credit) ... In this ··case•· the. allowable .~ 

· credit (or:XYZ Corporation is $60,000, the lesser of tlie two \ 
· amounts. · - · 
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Qualified investment: 
line 4(a) with three year life 0.35 x 
line 4(b) with five year life 0.70 x 
line 4( c) with severi year or 

$ 100,000 = $ 
200,000 = 

35,000 
140,000 

more life 1.00 x 
line 5 Sum of lines 4(a), 4(b), 

and 4(c) ·· 

1,000,000 = 1,000,000 

$1,175,000 
The investment base is $1,175,000. 

(The airplane purchase does not qualify; the repairs at 
location E do not qualify; and the purchase of existing 
property at location F does not qualify. See N.J.S.A. 
54:lOA-5.5 and N.J.A.C. 18:7-3.22(b).) 

Second, calculate the number of eligible new jobs created 
as follows in order to arrive at the new jobs factor: 

line 6(a) Average New Jersey employment for this tax 
year / 120 

line 6(b) Average New Jersey employment for last tax 
year 50 

line 6( c) Subtract line 6(b) from line 6( a) 70 
line 6( d) Divide line 6( a) by 2 60 
line 6(e) Number of eligible new jobs 65 
line 6(£) Smaller of 6(c), 6(d), or 6(e) 60 
line 7(a) Divide line 6(£) by 50 with no remainder 1 
line7(b) Multiply line 7(a) by .005 .005 
line 7(c) Enter the smaller of .10 or line 7(b) .005 

(The number of eligible jobs is limited to 60, one-half total 
employment. ABC is, with $10,000,000 in gross receipts, 
not a small taxpayer in 1994.) 

The new jobs factor is .005. 

Third, calculate the maximum aimual credit: 

line 8Multiply line 7(c) x line 2 x .2 
.005 X $1,175,000 X .2 = $1,175 

line 9 Qualified investment from prior two years 0 
line 10 Aggregate Annual Credit: 

(Sum of lines 8, 9(a), 9(b), 9(c), and 9(d)) $1,175 

Fourth, calculate tax attributable to new investment which 
is eligible to be offset by the credit (which is proportional to 
compensation of new employees relative to all employees). 

line 11 Compensation of all new jobs in New Jersey 
attributable to the qualified investment 

line 12 Total compensation of all employees in New 
Jersey 

line 13 Divide line 11 by line 12 
line 14 Enter tax liability from front page of CBT 
line 15 Multiply line Bby line 11 CBT-100 page 1 

Fifth, arrive at the allowable credit: 

line 16 Multiply line 15 by 50 percent 
line 17 Enter the smaller of line 10 or line 16 

New Rule, R.1995 d.461, effective August 21, 1995. 
See: 27 N.J.R. 840(a), 27 N.J.R. 3209(a). 
Administrative correction. 

$3,000,000 

$5,000,000 
.60 

6,000 

$3,000 
1,175 

See: 27 N.J.R. 4908(a). 
Public Notice: Inflation adjustments. 
See: 27 N.J.R. 4921(a). 
Public Notice: Inflation adjustments. 
See: 29 N.J.R. 708(a). 
Public Notice: Inflation adjustments. 
See: 30 N.J.R. 1330(c). 
Public Notice: Inflation adjustments. 
See: 31 N.J.R. H12(a). 
Public Notice: Inflation adjustments. 
See: 32 N.J.R. 1087(b). 
Public Notice: Inflation adjustments. 
See: 33 N.J.R. 903(a). 
Public Notice: Inflation adjustments. 
See: 34 N.J.R. 1057(a). 

18:7-3.23 

Public Notice: Notice of Corporation Business Tax; New Jobs Invest-
ment Tax Credit Revised Inflation Adjustment. 

See: 35 N.J.R. 280(a). 
Special amendment, R.2003 d.135, effective February 27, 2003 (to 

expire August 26, 2003). 
See: 35 N.J.R. 1573(a). 

In (a), added 2. 
Adopted concurrent amendment, R.2003 d.370, effective August 22, 

2003. 
See: 35 N.J.R. 1573(a), 35 N.J.R. 4310(a). 

Provisions of R.2003 d.135 adopted without change. 
Petition for Rulemaking. 
See: 36 N.J.R. 589(b), 

18:7-3.23 Research credit 

(a) A taxpayet shall be allowed a credit against its corpo-
ration business tax liability in an amount equal to 10 percent 
of the excess of the qualified research expenses for the fiscal 
or calendar accounting year over the base amount, and 10 
percent of the basic research payments determined in accor-
dance with IRC Section 41 as in effect on June 30, 1992, 
provided that IRC Section 4l(h) relating to termination of 

. the availability ofthe credit in 1995 shall not apply. 

(b) For. purposes of this section, the term "qualified 
research expenses" means the sum of the following amounts 
which are paid or incurred by the taxpayer during the 
taxable· year in carrying on any trade or business of the 
taxpayer: 

1. In-house research expenses; and 

2. Contract research expenses. 

( c) In general, the term "in-house research expenses" 
means: 

1. Any wages paid or incurred to an employee for 
qualified services performed by such employee; 

2. Any amount paid or incurred for supplies used in 
the conduct of qualified research; and 

3. Under Federal regulations prescribed, any amount 
paid or incurred to another person for the right to use 
computers in the conduct of qualified research. 

Next Page is 7-27 7-25 Supp. 1-20-04 
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· .· i. Paragraph (c)3 above .shall not apply to ·any 
amount to the extent. that the taxpayer ( or any person 
with whom the taxpayer must aggregate expenditures 
under subsection IR_C 41(f)(l)) receives or accrues any 
amount from - any other person for the right to use · 
substantially identical personal property. 

( d) "Qllalified sirvices" mearts services consistiµg of. en-
gaging in qualified research, or engaging iri the direct 
supervision or direct support of research activities which 
constitute qualified research. If substantially all of the 
services performed by an· individual for the taxpayer during 
the taxable year consists of engaging in qualified research or 

· engaging in the direct __ supervision or direct support of · · 
research activities which constitute qul,l.lified research, -the 
term "qualified services" means all of the services per-
formed by such individual for the · taxpayer .during the 
taxable year. 

(e) The term ''supplies"_ means any tangible pr()perty 
other than: 

1. Land or improvements to land; and 

2. _ Property of a character subject 1_9 -allowance for 
· depreciation. 

(f) !he term"wages" means: 

1. In general, the.tenn"w~ges" has the meaning given 
such term by IRC Section3401(a). 

2, For self-employed individuals and owner-employ- . 
e~s, in the case of an employee (within the meaning of 
IRC Section 401(c)(l)), the term "wages" includes the 
earned income (as defined in IRC Section 401(c)(2)) of 
such employee. · 

3. Exclusion for wages to which targeted jobs credit 
applies, the terin _ "wages" shall not indude any arnount 
taken into account in deten;nining the targeted jobs credit 
under IRC Section 51(a). 

(g) In general, the term "contract research expenses" 
means 65 percent of any amount paid or incurred by the 
taxpayer to any person ( other than.an employee of the 
taxpayer) for qualified research. 

- - l -
1. If any .contract research expenses paid or incurred 

during any taxable year are attributable to qualified re-
search to be conducted after the close of such . taxable 
year, such amount shall be treated 1as paid or incurred 
during the period during which the qualified research is 
conducted. 

I 
. 18:7-3.23 -

making suc:h expenditures is to use the results of the re-
search in the active conduct ofa future trade .or bu~iness: 

L Of the taxpayer; or · 

. 2. Of one or more other persons who with the taxpay-
er- are treated as .a single taxpayer under IRC subsection 
41(£)(1). 

(i) Base amount requirements are asJollows: 

' · 1. In general, the term ''.base amount" means · the · 
. --product of: 1 • 

i. Toe fixed-base percentage; and 

ii. The average annual gross receipts of the taxpayer 
for the four taxable years preceding the taxable year for 
which the credit is being determined_ (hereinafter re-
ferred to as the ''cr~dit year"). 

2. 1n no event shall the base amount be less than 50 
percent of the qualified _ research expenses for the credit 
year. 

3. Fixed~base percentage xequirements are as follows: 

i. . E:xcept as oth~rwise provided in this paragraph, 
the fixed-base · percentage is the percentage which the _ 
aggregate. qualified research expenses of the taxpayer 
for taxable years beginning_ after December 31, 1983, 
and before January 1, 1989, is of the aggregate gross 
receipts of the taxpayerJor such taxable years; · 

ii. Start-up companies shall comply with the follow-
ing: 

· (l) ·- For taxpayers to_- which this· subparagraph. ap-
plies, the fixed-base percentage shall be determined 
under this subparagraph if there are fewer than three 
taxable years beginning after December 31, 1983, and 
before January 1, 1989, in which the taxpayer had 
both gross· receipts .and qualified research. expenses. 

(2) ln a . case to which_ this _ subparagraph applies, 
the. fixed-base percentage is: 

(A) Three percent for each of the taxpayer;s 
first ___ five_ taxable years beginning after December _ 
31, 1993, for which the taxpayer has qualified 

I research expenses; -. . 

(B) In the case of the taxpayer's sixth such 
taxable year, one-sixth of the percentage which the 
aggregate qualified research expenses of the tax-
payer for the fourth and fifth such taxable years is 

1 of the aggregate gross receipts of the taxpayer for 
such years; 

(h) Trade or · business ·. requirement may be· disregarded 
for in-house research expenses of certain start-up ventures, 
In the case of in-house. research expenses, !a taxpayer shall 
be treated as meeting the trade or business requiJ;ement of 

\_. (C) Inthe case of the taxpayer's seventh such 
taxable year, one-third of the percentage which the 
aggregate qualified __ research expenses ·of the taxc 
pl,l.yer for the fifth and sixth such taxable years is-of 
the aggregate · gross receipts of the taxpayer for 
such years; 

- (b) above if, at the time such in-house research expenses are 
paid or incurred, the principal purpose of __ the_ taxpayer in 

7-27 · Supp. 10-7-96 
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. . (D) fa the case of the taxpayer's eighth such 
taxable year, onechalf of the percentage which the 

·· aggregate qualified· research expenses of the . tax-
payer for the fifth, .· sixth, and . seventh such•· taxable 
years is .of the aggregate gross receipts of the 

(j) Qualified. research, for purposes of this subsection,. is 
defined as/ollows: . 

taxpayerfor such years; . 

(E) In the case .· of the taxpayer's·. ninth such 
taxable year, two~thirds .of.the pery~ntage which 

. the aggregate qualified research expenses of the 
· taxpayer for the fifth; sixth, seventh; and eighth 

such'taxable years isof the aggregate gross receipts 
of the taxpayer JOI imch years; · · 

(F) In the case of the taxpayer's . tenth such 
taxable. year,. five-sixths of the percentage wl,1ich 
the aggregate qualified' research expenses of. the 

. taxpayer for the fifth, sixth, seventh, eighth, and 
ninth such taxable years is of the aggregate. gross 

. receipts of the taxpl:lyer for such years; and 
.·1 . __ ; 

(G) For taxable years thereafter, the percentage 
which.·the ::tggregate quaHfiedre~earch expensesJor 
any five taxable years selected by the taxpayer from 
among the fifth through the te,µth .such taxable· 
years is of. the . aggregate· gross.receipts of the 
taxpayerforsuch selectedyears. · 

(3) The Director inay in future prescribe rules 
providing that de minimis amounts.· of gross receipts 
and qualified research expenses shall be disregatded 
under (i)3ii(l) and (2) al:>ove. 

iii. In no event shall the fixed~base percentage ex0 

ceed 16 percent. · · · · · · · 

iv. ·. The percentages determined under (i)3i above. 
shall be rQunded to the•. nearest ¼ooth. of. one.· percent. 

. 4/<., Consistent treatmentof expenses is, required, Not- . 
withstanding Whether the period .·for· filing · a claim · for 

·· cr~dit :ot refund has expired for any taxableyeartaken 
· into account in determining the fixed~base perce11tage, the 
· · qJalified research expenses taken into. account in comput-
. in! sµch percentage shall be determined on a· basis consis0 

te1t with th~ determination of qualifiedre§earcnexpem;es 
fm the credit year. . . ·· · 

\ •• ). The_ ~in~ctor_ may in 1:titute prescribe rule~ ,to 
wrevent d1stort10ns m calculatmg a taxpayer's qualified 

. tie:s.earch expenses or gross receipts caused by a change 
ip accounting methods used by such. taxpayer between 
the'. current • year . and a year 'taken into account in 

· cbmputing such taxpayer's fixed-base persentage. · 

sl ··For .purposes of this subsection, gross. riceipts··for 
' any\ taxableyear. shall be reduced by returns and allow-
ances made dupng the taxable year. . In . the.· case of · a 
forJign corporation,thereshallbetaken intnaccounf only 
gro~s receipts .. which are . effectively connected with the 
conctuct of a ttade of business within the United .States. 
,, .,.• , • -. , - . , , . A , • ' • • • 
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1 · 

L Tb~ term "qualified research" means research: 
' ' ; ' ' ' ( ' ' ' ,, ' .·' ' . 

i: With respect to \l\Thich e;penditmes may Qe treat-
ed as fxpenses underIRC section 174; 

iL ·'iWhichisundertaken.for·the purpose_ofdiscover- · 
ing iilfonnation ' · 

fl:) Which is technological in nature; and_ 

(~) The application of which is intended to be 
useful in the development of 11 new or improved 
business component· of the taxpayer; 

iii. Substantially all of the activities of which.consti-
tute elements of a process of experimentation for a 
purpos:e described. in G)3 below; and -

iv. poes nofinclude any activity described in (j)4 
below.\ · · · 

2. ·· Fot purp~ses .. of this subsection, the· following tes'ts 
shall be applied separately.to each business component: 

r I . • -- .. _ .• . ' .. ·~. '' 

L . Iq general, paragraph (j)l above. shall be applied 
separatflY with respect to each. business component of · 
the t3XJ:?ayer. . . . . . . . . . 

I 

ii, ]he term "busfoess component" means any 
product~ process, computer software, technique, formu-
la,or inyention which is to be: 

(1) :; Held for Sale, le;ise, or license; or . 
i' . '' - - ' ._ , 

(2)1,Used by the taxpayer in a trade or business of 
the taxpayer: 

iii. AnY · plant process,· machinery, or techniqlle for 
commer~ial prodqction 9f a business componem shall 

.. be treated as a separate business component (and not 
as. part lof the bJlsiness component being produced) .. 

i 

3. . For :purposes of (j)Uii above, the followitlg .are 
purposes fqr which research may qualify for credit: 

L. In.general,~esearchshallbe treated.as conducted 
for a purpose described in this paragraph ifit rel_ates to: 

'.. .! . ·. -:· /.·: ·--·--. :r 
-( 1) new or iinproved function; 

I.· , . ,. • 
(2) :f erformance; · or 

I 

(3) ~eliability or qualify . 
' 

ii; Re~earch shall, in no event, be treated as con- · 
ducte(i tot a purpose described in this paragraph· if such 
research relates to style, taste, cosmetic, or seasonal 

• •. . . I . . . •. . -·•· .. · • . - . 

· design factors. . ·• . •. ·- . . . . . 

4. . The t~rm "qualified research'' shall ·not include, nor 
shall credit tje allowed for, a11y ofthefollowing: 

' ": I • • • 

i ' Res¢·arch after commercial production, that is, 
. • any research conducted after the beginning of commer-

. cial produ~tion,ofthe business component; • -
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ii. Adaptation of.existing business components,. that 
is, any research related to the adaptatio11 of an e~isting 
business component to a particular custom,er's require-
ment or need; · 

iii. Duplication. of existing business· component, that· 
is, any research related to the reproduction of an . 
existing business component (in whole· or in part) from 
a physical examination ofthe business Component itself 
or from plans, blueprints, detailed specifications, or 
publicly available iriformationwith respect to such ~usi-
ness component; · · · 

.iv. . Surveys, studies, or similar activities as follows: 

(l) Efficiency survey(s); 
. . 

(2) Activity. relating to management function or 
· technique; 

(3) Market· research,Jesting, or development (in~ 
eluding advertising or promotions); 

(4) Routine data collection;< or 

(5) Routing or ordinary 'testing or inspection for 
. quality control; 

v. Except to the extent provided in rule, . any re-
search with respect to computer software which is 
developed by ( or for the benefit of) the taxpayer pri-
marily for internal use by the taxpayer, other than for· 
use in: 

(1) An activity which constitutes qualified research 
(determined with regard to this subparagraph); or 

(2) A production process withfespect to which the 
require1llents of (j)l above are met; · 

. . . . .. t 
· · vi. Foreign research, that is, anyfesearch conducte.d 
outside the United States; · 

viL Any research in the social sciences, arts, or 
humanities; or . · · 

viii. Funded. research, that is, any research to the 
extent• funded by. any ·grant, contract, •or otherwise by 
another person ( or governmental entity). 

(k) Credit allowable with respect to certain payments to 
. quaUfied organizations for basic research shall be as follows:. 

L In genera.l,in the case of any taxpayer wlio makes 
basic research payments for any taxable year; 

i. · The amountof basic research payments taken 
into account under· (k)2 below shall be · equal to the . 
excessof such basic research payments, overthe quali- •·· 
fied organization base period amount ·. · 

ii. That portion of such qasic research payments · 
which do~.s not exceed the qualified organization base 
period. amount shall be treated as contract research · 
expenses for purposes of thi~ paragraph. 
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2. Basic research payments shall be defined; for pur-
poses·of this subsection,.as follows: 

i. In general, the term ''basic . research payment'' 
means, with respect to any taxable year, any amount 
paid iri cash during such taxable year by a· corporation 
to any qualified organization for basic research but only· 
if: . . 

' . . . 

(1) Such payment is pursuant to a writte11agree~ 
ment between such corporation and such qualified 
organizatic,n; and 

. . 

(2) Such basic research is to be performed by such 
qualified organization. 

iL In the case of a qualified organization described 
in (k)6iii or iv below (k)2i(2} above sh~ll not apply. · 

3. For purposes of this f,;Ubsection, the term "qualified 
organization base . periocl. amount" · means .. any amount · \ 
equal to the sum of the minirnl!m basic research amount, 
plus the mairitehance-ofceffort. amount. 

. ·' .·. 
4. Concerning the minimum basic research amount; 

· for purposes of this subsection: 

i. In general, the term. "minimum basic research 
amount" means an amount equal to the greater of: . 

· (1) One percent of the average of the §UJn of 
amounts paid or incurred during the base period for: 

(A) Any in-house research expenses; and 
' . . I . . • 

(B) Any contract research expenses; or 

(2) The amounts treated as contract research ex-
penses during the base period by reason of this 
subsection · ( as in effect during the· "base period). 

ii. Except in the case of.a taxpayer which was iri 
existence during the taxable year(otherJhan a short 
taxqble year) in the base period, the minimum basic 
. research• amount for·. any base period shaU not be . less 
than50 percent of the•·basic .. research·paynients.forthe 
taxable yeatfor which a determinatio11 is being made 
under this subsection. 
. . -· ., 

5. Concerning the maintenance of effort amount, for 
purposes ofthis subsection: · 

i. In general, the term ''niaintenance-of0effort" 
amount means, with respect tq any taxable year, an 
amount equal to the excess (if any) of an amount equal. 
to: . the average of the nondesignated university contri-
butions paid by the taxpayer during the base period, 
muhiplied by the cost-oMivirig adj1,1stment for the cal-
endar year in which such taxable year begins, over the 
amount .. of nondesignate,d university contributions paid 
by the taxpayer during such taxable year. 

ii.· Nondesignated Hniversity contributions, for pur-
poses of. this paragraph,· means any amount paid by a 

'\, ' -_ -
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taxpayer to any qualified organization described in (k)6i 
below: · · 

.- I 

(l) For which a deduction was · allowable under 
IRC section 170; and · · 

(2) In which was not take.n into accbunt: 

(A) In computing the·. amount of the credit un-
der this provision . ( as in effect during the base 
.period) during any taxable. year in the base period; 1 

or 

(B) ·. As a basic research payment for purposes of 
this section: · 

iii. Cost-of-living adjustment shall be defined as fol-
. lows: 

(1) In general, the cost-of-living adjustment for 
any calendar year is the cost-of-living adjustm!;lnt for 
such calendar year determined under IRC section . 
l(f)(3), by substituting "calendar yea.r 1987" for "cal~ 
endar year1989" in subparagraph (B) of Code Sec-
tion l(f)(3). · 

(2) If the base period of any taxpayer does not end 
.in 1983 or 1984, IRC section l(f)(3)(B) ·shall, for 
purposes qf this paragraph, be· applied by S\Jbstituting 
the calendar year in which the base pe#od ends for 
1989. Such substitution shall be in lieu of the substic 
tution under (k)Siii(l) above .. 

6. For purposes of this subsection, the term "qualified 
orhnization" means any of the following organizations: 

\ i. ~d~cation'.11 insti~utions; that is, any educational 
orgamzat1op.wh1ch: • · 

(1) Is an institution of higher education (within 
the meaning of IRC section 3304(f)), and 

(2) Is described in IRC section 170(b )(1 )(A)(ii). 

ii, Certain sdentific research organizations, .. that is, 
any" organization not described' in (k)6i above which: 

< (1) Is de.scribed in IRC section 501(c)(3) and is 
exempt froni tax under IRCsection 501(a); 

(2) Is organized and operated primarily to conduct 
scientific research; and .• · · · ·~ · 

(3) Is nota private foundation. 

iii. Scientific tax-exempt organizations, that is, any 
6liganization which: · 

(1) Is described in: 

(A) IRC section 501(c)(3) (other than a private . 
. foundation); or · · 

(B) IRC section501(c)(6); 

. (2) Is exempt from tax under sectionIRC~0l(a); 
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(3) Is organized and operated primarily to pro-
mote. scientific research by qualified · organizatipns 

. desc~ibed in subparagraph i pursuant to w'ritten re-

. search agreements; and 

(4): Currently expends: 
. : ; I 

(A) Substantially all of it~ funds; or. 

~B) Substantially all of the basic· research pay-
ments receiv!:ld by it, for grants to; or contr,acts for 
basic research with, an organization described in 

. 

• iv. Certain grant organizations, that is, any organi-
. ,zation not described in (k)6ii odii above which: . 

(1) ;Is described in IRC sectiqn 501(e)(3) and is 
exempt froni tax under IRC section 501(a) (other 
thari private foundation); · 

(2) 1

11s established and maintained by. an organiza-
tion established before July 10, 1981, which meets the , 
requirements of (k)6iv(l) above; 

i .. ' 

(3) :is organized and operated exclusively for the 
purpose of making grants to organizations described 
in (k)6i above pursuant to written research . agree-
ments}or purposes ofbpsic research; &nd 

: . . . \ . . 
( 4) Makes 'an electi9n, revocable only with I the 

consent cifthe U.S. Secretary of the Treasury, :to be 
treate4 as a private foundation for purposes of U.S. 
Code Title 26 (other than IRCsection 4940, relating 

1' to excise tax based on investment in~ome ). · 

(l) Definitfons and special mles shall be as follows: 
' 

1. The ~erm "basic research" means any original in-
vestigation for the. advancement of scientific knowledge 
not having 1

1
a specific commercial objective, except that 

such term s~all not include: 
I . 

i.· Basic research conducted outside of the. United 
States; or 

! .• 

ii; Basic ' research in 'the social sc;iences, arts, OF 
huqianitiek. · · · 

2.. The t~rm "base period" means the thr~e-taxable- . 
year period 1 .. ending•. with the• taxable year immediately 
preceding th'~ first taxable year of the taxpayer beginning 
after December 31, 1983. · 

i 
3. For pt'1i:poses of detepnining the amount · of credit 

allowable u~der subsection (k)l above, for any taxabie 
year, the am,ount of the basic .research payments .taken 
into account pnder subsection (~)2 above: · . 

. i. ShaU1 not be treated. as qualified research ex-
penses und~r {k)li above; and .. 

I . . . . 

ii. Sha~ not be included in the computation of base 
amount un~er (k)lii above. · 
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4. For purposes of applying '(b) above to this subsec0 

tion, any basic research payments s~all be treated as an 
· amount paid in carrying On a trade or business of the 
taxpayer iri the taxable year in which it is paid (without 
regard to the provisions of (g)Labove). 

5. The term "corporation" shall not include: 

i. An S corporation; 

ii. A personal holding company (as defined in IRC 
section 542); or · 

iii. A service · organization (as defined in· IRC sec-
tion 414(m)(3)). 

(m) For Special Rules, see IRC section 41(f); 

(n) Notwithstanding any .provision in this section to the 
contrary, other than calculations made pursuant to (u) 

· below, a credit can be claimed for only those research 
activities that are performed in New Jersey. 

18:7--:3.23 

.7. Research in the social sciences/arts, or humanities; 
or 

8. Research funded by another person ( or govern01ent 
entity.) · · · 

(See IRC Se<;:tion 41 and regulations thereunder for other 
definitions and special rules concerning the res~arch credit,) , 

(s) The research and expenditure tax credit is determined 
as follows: 

1. First,. c~lcuiate fixed abase percentage. Fixed-base 
percentage .is the percentage which the aggregate q~ali-
fied research expenses of the. taxpayer for taxable years 
beginning after Decemb~r Jl, 1983 and before January 1, 
1989 is of the aggregate gross· receipts of the taxpayer for 
such taxable years. · · 

Example: Qualified Research Expenses Gross Receipts 

(o) Notwithstanding any provision in this section to the 
contrary, a credit for increased research activities is· allowed 
based on qualified expenditures made in taxable years be- -
ginning on and after January 1, 1994. 

Year 
1984 

.1985 
·1986 
1987 
1988 

Total 

$ '30000000 
$100,000,000 

$ 2,000,000 
4,000,000 
6,000,000 
8,000,000 

10,000,000 
$30,000,000 

3% fixed base percentage 

I 

$ I0,000,000 
15,000,000 
20,000,000 
30,000,000 
25,000,000 

$100;000,000 

C 

(p) The filing of_a consolidated tax return by a controlled 
group of corporations shall not be permitted; 

(q) Se~tion references are to the Internal Revenue Code, 
unless otherwise noted. . .. · . . ' 

(r) The research credit shall be .generally allowed for 
qualified research; Qualified research is that which is limit- , 
ed to scientific experimentation or engineering activities 
designed to aid in the development of a new or improved 
product, process, technique, formula, invention, or coiµputer 
software program held for sale, lease, or license, cir .used by 
the taxpayer in a trade or business. For in-house research 
expenses, this trade or business requirement will be met if 
the principal purpose for conducting the research· is to use 
the results of the research· in the active conduct of a future 
trade or business, The research credit shall generally not 
be allowed for the following types of activities: 

1. ,Research conducted after the beginning of coma 
mercial production; 

2. ·. Research adapting an existing product or process to 
a particular customer;s need; 

3. DupHcation of an existing product or process; 

4. Survey Or studies; 

5. Research relating to certain internal-use computer 
software; 

6, Research conducted. outside the State of;New Jer-
sey; 

2. Next, compute the 15ase amount The base amount 
• is the average gross receipts of th.e taxpayer for the four 
taxable years preceding tpe taxable year for which the 
credit is being determined (credit year) multiplied by the 
fixed base percentage. 

Example: Year 
1990 
1991 
1992 
1993 

Total 

Average Gross Receipts 
Fixed Base Percentage 

Base Amount 

Gross Receipts 
$ 25,000,0!)0 

20,000,000 
35,000,000 
30,000,000 

$120,000,000 
divided by 4 = 

. ) $ 30.000 000 
X 3% 

$ 900,000 

3. Then, compute current qualified research expenses. 

Wages 
Supplies 
Depreciation 
Overhead 

Total 

Total Costs 
Incurred 

· $ 750,000 
,250,000 

. 100,000 
250 000 

$1,350,000 

Then corhpute the.research tax credit. 

Current year qualified research expenses 
Less: Ba,;;c Amount 
Total incremental research. expenses 
Research· tax credit % 
New Jersey research tax credit 

Research Tax Cn:,}it 
Qualified Research fapenses 

$ 500,000 
250,000 

-0-
'· 250 000 
'$1,000,000 

$1,000,000 
( 900000)' 
$ I00,000 

$ I0,000 

(t) Credit for incre·ased research activities shall take pri-
) ority as specified by N.J.S.A 54:10A-5.24b. ff any amount 

of property or expenditures is included in the calculation of 
the research credit, or for which a credit is allowed, then no 
such amounts can be allowed for the recycling credit, manu-
facturing and employment investment credit, and the new 
jobs credit. 
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. J (u) If taxpayer has research within and. outside New 
1ersey and cannot deterrnine the amomit of NewJersey 
qualified research expenses for the period begjnning after 
f?ecernber 31, 19S3 and before January 1, 1989, calculate 
the amount to be used in the numerator otthe ratio to 

. · arrive aLthe . fixed base percentage as follows: take the 
filgure for qualified research and development . expenses 
eyerywhere for the period a~d multiply it by the average of. 

-tfue average of the payroll fraction and the property fraction 
u~ed ordhe corporation business tax returns for the corre-

. s~onding years in questicm. This amount becomes the 
·· ribmerator of !1 fraction whose denominator is taxpayer's 

aggregate grqss receipts everywhere for the period; , 

\(v) ·Any Federal deduction underIRC Sectioff174wiU be 
th:,e sanie for New Jersey p:ulJ)oses, since there is no New 
J 9rsyy prnvision 'for · ·~ .. separate modified. state tax credit 
amount undersuch circumstances. • 

\(w) .. The credit allowable in any given tax Year cannot 
exceecl 50 percent of the tax liability othe.rwise clue. on the 
return. · · · · · · . 

lx) The amount. of the credit cannot reduce the tax 
liability·. to · any . amount less. than the statutory.· minimum 

. prJvided in N.J.S.A 54:JOA-S(e). . . 
1. .. . . .•. ·.. . ····•·· . . ~y) The amount of the tax year• credit alfowable which 

carinot be applied for th,e taxyear due fo certain limitations 
.. · ma~ pe carried over, if necessary, to, the seven accounting 
. yealrs following li. credies tax year; 

(~) Credits allowable·. shaU. be applied in the order of the 
creoits' tax years. . . · · · I ... . ··.. . .. . 
N.e~.•\ Ru. le, .R,19.· 9. 5.·· d .. 46·2. '. effective. A. ug· .. ust 21, 1995. See. 27 N.J.R. 842(a), 27 N.J.R. 3210(a). . ~,~~~~~~00-,--.-.. -·· _· ·-,-.. -.· -·-,-··-.•.. 

. SU:IBCHAPTER4. ENTIRE NET WORTH 

l8:7~4/1 (Reserved). . . . . . 
Ame11-dedby R.1983 d,62, effective March 7, 19837 · 
See: ~4 N:J.R. 1206(a), 15 N;J.R. 343(d) .. · ' 

Ad~ed last sentence to (a). Added last sentence to (b)5. 
Amellded by R.1984 d.453, effective October 15, 1984. 
See: f6 N.J.R.1327(a), 16 N.J.R 2827(a); · .. 

(c) rdded. . • .. ·. ·.· . . ·· .... 
Repe . .µed by R,1994 d.186, effectJveAp{/118; 1994. 
See: 26 N.J.R 761(a), 26 N.J.R.1696(b). . .··· 

Sedionwas ','.Entire net worth;· qefinition; computation". 
• ...• \ I, \ . . . ··. . . 

18:7i.2 (Reserved) . . . . · . . 
Amen~ed by R.1979 d.45, effective February 6, 1979 .. 
See: .11 N,J.R. 40(d), 11N.J.R, 150(b). 
Repe~ed by R,1994 d.186, effective April 18,1994. ' 
See: 2~ NJ,R. 761(a), 26 NJ.R. 1696(b). 

Sectio.ri was "Effect onnetworth ofinvestment in s1,1bsidiaries''. · 

. . . 

. DEPT. OF.· T~Sl!TRY~ TAXA,TION . 

· 18:7--4.3 ', · (l,{eserved) 
Repealed byR,1994 d.186, effectiveApril 18, 1994. 
See: 26 N,J:.R. 761(a), 26 N.J.~. 1696(b). · . . . 

Section· was ''Investment in subsidiaries allows.· proportionate reduc-
tion for cai~ulatirig.net worth". 

18:7-1,4 ·:(Reserved) 
Repeii!ed by R 1994 d.186, effective Aprill 8, .1994. 
See: 26N.J,R. 761(a), 26 N;J.R. 1696(b). . . . . 

SectioH was "Net worth; right of director to independently deter-
mine". 

j, .... . ,'-.. i ' 

;18:7-4.5 lndebtednes.s owing directly orindirectly 
(a) "In~ebtedness'.' is hot limited in scope by the duration 

thereof and thus includes all qebts due; whether money, 
goods or s1ervices, including,.· inter. alia, accruals of salaries, 
bonuses al').d dividen.ds, as well • a:s interest accrued on all 
indebtedne,ss. 

(b) ''Ind~btedness owing directly or inc:lirectly" includes 
but is not \limited to all indebtedness owing tp any stock-
holder or shareholder and to meriibers of his immediate 
family where. a stockholder and rnembers of his immediate 

.· family together or in· the aggregate own or beneficially own 
10 percent !or more oLthe aggregate outstanding shares of 
the taxpayefs capital stock of all classes. . . 

( c) "Im~ediate family'' includes the· .. collective body · of 
persons, . coljlsisting of parents, children arid . other relatives, 
living togettjer in one household in a permanent and domes-
ticcharacte~ under orie head or management. 

: .. ' ' ' 

(d) Direcf indebtedness: In the caseof a: creditor, corpo-
rate or oth~rwise ( other than ah individual), including an 
estate, trust\ or other entity; indebtedness is includible by 
reason of difect holding of taxpayer'i, stock by the creditor 
whether orri:Ot the cre<lito.r is functioning as a mere conduit 
of funds from a third party source. 

I . 

(e) Indire¢tindebtednei,s: Indebtedness. must pe owing 
directly or in~irectly toa 10 percent shareholder. Indebted, 
ness owing by ct taxpayer to a commonly controlled creditor 
.is presumed :10 ,be owing•.· indirectly. to the. common parent 
llowever, in4ebtedness between commonly controlled debt: 
ors and creditors may not be attributable as· owing indirectly 
to the com~on sl:J.areholder if it can be shown that the 
common shareholder was in no way the source of the funds; 
'I'he taxpayer; must establish that the common, shareholder 
was not the s'ource of the funds since it has the burden of 
defeating the presumption; The taxpayer must conclusively 
establish that: i · ·· · · · · · 

1. The ¢reciitor is merely a conduit tiffonds from an .. 
unrelated t~ird partysource; or ··. , 

2: The indebtedness was from funds generated· by the 
creditor frof •. its own operations . and clearly not in any 

. way attributfble to or funded by the common ,shareholder, 
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18:7-4.13 (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 "Effect of short tax table on subsidiary _deductions". 

18:7-4.14 (Reserved) 
Amended by R.1979 d.45, effective February 6, 1979. 
See: 11 N.J.R. 40(d), 11 N.J.R. 150(b ). 
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 "Parent must report book value of subsidiary corpora-
tion". 

18:7-4.15 (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 "Consolidated returns for subsidiary corporations". 

Case Notes 
Taxpayer corporation, which possessed 100 percent ownership of 

investment in French and·-Brazilian corporations directly and through 
its wholly-owned Dutch subsidiary, was entitled to 100 percent exclu-
sions for the divi_dends 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 A2d (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 April 18, 1994. 
See: 26 N.J.R. 761(a), 26 N.J.R. 1696(b). 

Section was "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 labor, or from both combined, as well as 

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

(b) For the purpose of the New Jersey tax, the amount of 
a taxpayer's entire net income shall be deemed primaJacie 
to be equal in amount to the taxable income, before net 
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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 determined on a separate entity basis as if the 
contemporaneous Federal return had not been a consolidat-
ed return. 

Example 1: Corporation A is part of a consolidated 
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 
$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 the 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 ($100,000 - ($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 included 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 U.S.C. 1371 (Subchapter S of 
the Federal Internal 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). 

Law Reviews 

How New Jersey treats the acquisition of assets. John M. Metzger, 
147 N.J.L.J. 1356 (1997). 

Statutory References 
See N.J.S.A. 54:10A-4(k) as to 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. 

Supp. 9-15-03 
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Stat;'~ prohibition against filing of cons~lidated income tax returns 
by related corporations does not immunize subsidiary. corporation from 

' state taxation of any gain realized as result of deemed sale of its' assets. · 
Gener,;11 Bldg. Products Corp. v. Sti;tte, Div; of·Taxation, 14N.J:Tax 

• 232 (1994), affirmed 15 N:J. Tax 213. 

New York.S corporation's distribution to New Jersey taxpayer would 
1)1;) treated as being from ·corporation's accumulated earnings. .Laurite 
v. Director, Div. of Taxation,. 12 N.J.Tax 483 (1992), affirmed 14 
N.J.Tax i66, certification denied 135 N.J. 301,. 639 A.2d 301. · · 

. ' ' 

Absent ~hawing. that S corporation's inComl;l was 'from current earn-
ings it would be assumed · that distribution ~as . from acclimulated · 
earnings: Laurite v .. Director, Div. of Taxation, 12 N.J.Tax 483 (1992), 
affirmed 14 N.J.Ta'x 166, certification denied 135 N.J. 301;1 639 .'A.2d 
301. ' . 

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 in:come. After determining Federal taxable 
income, it must be adjusted as follows: 

1. ·· Add to Federal taxable income: 

i. The amount of any specific exemption or credit 
allowed in any law of the United States imposing any 
tax on or ~easured by the income of corporations, 
where · such specific exemption or credit has been de-
ducted in computing Federal taxaple' income; 

ii. All interest income from sources within the Unit-
ed States which has not been included in computing 
Federal taxable income, including interest · on State. and,·• 
Municipal bonds and certain obligations of the United 
States and its instrumentalities, less interest expense 
incurred to carry such investments, to the extent such 
interyst expense has not been deducted in computing 
Federal taxable income; 

iii. All dividend income from source&. within the 
Un'ited States which has not been included in comput-
ing Federal taxable income; ' 

iv. All federal taxes on or myasured by income or 
profits which ,were deducted in computing Federal tax- · 
able income; · 

v. All New Jersey franchise taxes p~id 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 i:r;i computing · Federal 
taxable income; and, with respect to accounting years , 
beginning after July 7, 1993, taxes paid or. accrued to a 

, possessi?n or territory of the United States, a 1state, a 
political subdivisiop. thereof, or the District of <::olum-
bia on or measured by profits or income, or business 
presence or business activity including, without litnita~ 
tion, the Michigan Single Business Tax and taxes mea~ 
sured in.whole or in part by "net taxable capital" to the 
extent. such taxes were deducted in computing Federal 
taxable income; ·. · · 
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'.vi: Alltaxes paid or accrued to any foreign country, 
st').te, province, terdtory or subdivision, on or mea~ured · 
oy; profit. or inconie or business presence or business 
activity, to the extent such taxes were deducted in 
computing Federal .taxable in~ome with respect to ac-
cotmting beginning on or after January 1, 2002; 

. vii. Taxes,paid or accrued with respect to s~bsidiary. 
di~idends should be added back fo the .extent dividerids 

, are exclu~ed from 1e~tire net income and' such taxes 
were deducted .in computing Federal taxable income; 

, . 

yiii. Net operating losses sustained during any year 
or :period otht:;r than that covered by the return, which 

· were deducted in computing Federal taxable income, 
but a' ne~ operating loss deduction shall be allowed .to 

'thtj ex~ent provided by N,J.A.C. 18:7-5.12 through 5.16, 

ik. For ac,counting or privilege periods ending on or. 
be~ore January 10, 1996! the amount ded)-lcted, in. com-
pu(ing Federal .taxable income, for interest cin indebted-
.ne$s whether .or ncif evidenced by a written statemertt 
.To; be added back, such. interest must be ow.ed d.irectly 
, or j indirectly eitl).er ' to ~n individual stockholder or 
mer1bers of his or her immediate fam~l)'. who, in the 
aggregate, own beneficially, 10 percent of more of the 
taxpayer's outstanding shares.,of capital stock or to . a 
corporate . stockholder which owns 10 · percent cir more 
of the 'taxpayer's outstanding shares of capital stock , 
Th~ amount deducted•shall be reduced by 10 percent of 
thei amount so deciucted or $1,000; whichever is larger. 
Thus, if the. amount of such interest is $1,000 or less, 
· then none of said amount need be added back (For 
· definition . cif and guidarice in_ determining "directly" 
and!"indirectly" see N.J.A.C. 18:7-4.S(d), (e) and (f).) 
Hotever, there sh,aUbe allowed as a deduction: · . , 

] (1) Any part ofa deduction for interest on written 
eyi1dence of indebtedness issued>with stock, pursuant 
t9 · a bona' fide plan of reorganization to persons who 
isi prior, to such reorganization were bona fide credi~ 
tqrs of the taxpayer or any predecessor corpora(ion; 
bilt were riot stockholders thereof; and · · 

I • .• •,• ' • , ' ' 

• I 

. : (2) Any part of a deduction for interest that re-
lates to financing of motor vehicle itwentory held for 
sale to customers, prnvjded that the underlying in-
dibtedness. is owing · to .a taxpayer ·customarily and 
rdutinely proyicihig this type of financing. The por-
tion of such interest which may be de.ducted is limit-
ed to interest on indebtedness relating to flocir-
pl11nning of motor vehides , evidenced by a trust re-

. c~ipt or similar document and is also limited to 
interest . on unsold · inventory itews. The interest 
inust be paid or accrued directly to a creditor which 
is ja taxpayer under .the act .and not indirectly to any 
re}ated entity. That taxpayer, or a corporatio,rt which 
is 1a parent or· subsidiary of that taxpay~r must be the 
mpufacturer or the motor vehicles financed; and 
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(3) Any deduction for interest that relates to debt 
of a "financial business , corporation" owed to an 
affiliate corporation but only where the interest rate 
does not exceed two percentage points over a prime 
rate to be determined by the Commissioner of Bank-
ing. Interest paid or accrued to such an affiliate is 
an unrestricted deduction only when a corporation is 
a financial business corporation as determined at 
N.J.A.C. 18:7-1.16. A debt is owed 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 claimed 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 Schedule L apportioning the financial busi-
ness conducted in New Jersey consistent with 
N.J.S.A. 54:lOA-38; and 

(4) Any part of a deduction for interest that relat-
ed to debt of a banking corporation owing directly to 
a bank holding company as defined in 12 U.S.C. 1841 
of which · the banking corporation is a subsidiary. 
The allowable deduction for interest is limited to 
interest paid or accrued directly by the subsidiary to 
its bank holding company parent notwithstanding 
that related indebtedness may be excluded from net 
worth where it · is indirectly owing to such bank 
holding company. 
x. Recoveries with respect to war losses, regardless 

of whether such war losses were deducted in any return 
previously made for the purpose of computing the New 
Jersey Corporation Business Tax; 

xi. All income from sources outside the United 
States which has not been included iri Computing Fed-
eral taxable income less all allowable deductions to the 
extent that such allowable deductions were not taken 
into account in computing Federal taxable income. 
See (a)2iii below for limitations respecting foreign tax 
deduction; 

xii. In any year or short period which ends after 
1981, with respect to property placed in service on and 
after January 1, 1981, but prior to taxpayer fiscal or 
calendar accounting years beginning on or after July 7, 
1993, any depreciation or cost recovery (ACRS or 
MACRS) which was deducted jn arriving at Federal 
taxable income and which was determined in accor-
dance with Section 168 of the Federal Internal Revenue 
Code in effect after December 31, 1980. See (a)2iv 
below for depreciation allowable in computing entire 
net income. 

xiii. In any year or short period ending after 1981, 
with respect to property placed in service on and after 
January 1, 1981, but prior to taxpayer fiscal or calendar 
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accounting years beginning on or after July 7, 1993, any 
interest, amortization or transactional costs, lent, or any 
other deduction which was claimed in arriving at Feder-
al taxable income as a result of a "safe harbor leasing" 
election made under Section l68(f)8 of the Federal 
Internal Revenue Code; provided, however, that for a 
fiscal year or short period which begins in 1981 . and 
ends in 1982, any such amount which relates to proper-
ty placed in service during that part of the return year 
which occurs in 1981 shall be allowed as a deduction in 
arriving at entire income for that year only; and provid-
ed further that any such amount with respect to a 
qualified mass commuting vehicle pursuant to Federal 
Internal Revenue Code Section 168(f)(8)(D)(v) (for~ 
merly 168(f)(8)(D)(iii)) shall be allowed in any event. 

(1) Where the "user/lessee" of qualified lease 
' propertywhich is precluded from claiming a deduc-
tion for rent under this rule would have been entitled 
to cost recovery on property which is subject to such 
"safe· harbor lease" election in the absence of that 
election, . it niay claim depreciation on that property 
under the provisions of (a)2iv and v below. See 
(a)2vi below for the treatment.to be accorded related 
income on such ''safe harbor lease" transactions. 

xiv. All income, from whatever" sources derived not 
included in computing Federal taxable income and not 
otherwise required to be added back under (a)li 
through ix above, less all allowable deductions attribut-
able thereto,. to the extent that those allowable deduc-
tions were not .taken into account in computing Feqeral 
taxable income. 

xv. The amount deducted from Federal taxable in-
come for any civil, civil administrative, or criminal 
penalty or fine, including a penalty ,or fine under an 
administrative cons.ent order, assessed ~nd collected for 
violation of a State or Federal environmental, law, an 
administrative consent order, or an environmental ordi-
nance or resolution of a local governmental entity, and 
any interest earned on the penalty or fine, and any 
economic benefits having accrued to the violator as a 
result of a violation, which benefits are assessed and 
recovered in a civil, civil administrative, or criminal 
action, or pursuant to an administrative consent order. 
The provisions of this subsection shall not apply to a 
penalty or fine assessed or collected for, a violation of a 
State or Federal environmental law, or local environ-
mental ordinance or resolution, if the penalty or fine 
was for a violation that. resulted from fire, riot, sabo-
tage, flood, storm event, natural cause, or other act of 

·. God· beyond the reasonable control of the· violator, or 
caused by an act or omissio.n of a person who was 
outside the reasonable control of the violator. 

xvi. The amount deducted from Federal taxable 
income of treble damages paid to the Department of 
Environmental Protection and Energy pursuant to sub-
section a of section 7 of P.L.1976, c.141 (N.J.S.A. 

Supp. 9-15-03 
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· 58:10---23.11:t) for costs. incl.ITTed. bffhe. PepartDJent-fo. . . :\ ·Depreciaticm'. op prop~tty pfaced ip. ~ervice ·atter i 
removing, or arranging for the removaLof, an uti~utho- 1989 but pJior,<to taxp'ayeifiscal or calendar accounting·· . 

. rized discharge upon fajlilre-ofthe' discharger to comply · yea.ts begirinirtg oh and : after July :7, 1993 on . which 
wit.h a !iirii<::tive from the Departlllent}to reni:ove, or ·.·. Acils, or MA¢RS.has ·been disallpwed under. (a)lxii' I ' 

--,arrange fqr. tlle. ren.ioval of, the discharge; . . above 11sin.g a:riy :method; life arid salvage value which · .... 
~i ... Any d~dt1ction fot'l'eseaicl:J. and expet'iµiental' .••. . :wo~d have ~e.en.allo"'able:µncier the F~deralinternal 

expenditures to the: extent. that. tho~e researci:i'. and. .· · · .. Revenue Code at December 31,: 1~80. A method, once 
exper~mental expenditures are q11alifie1 research ·e:J!< · adopt~q., niufit. be . usecl for all sticceediµg years> for· .· 

·· penses or bask research payments for which an· alll,ciunt. . · purposes . of. computiiig ·. depreciation: on. that. particular: ' 
. of cr~cl;it is claimed' .pursuant to N.1.S.A: 54:•J0~f24 .• . recovery, property; except only that' a taxpayer may .·. 

,:unless tho~e research lllld, experimtmta:l expb1ditures . ni:ake a' change in method which would not .have re~ . 
are also used to Compute a Federal credit claimed , . quirbd the consent of the. Con:i.miss1oner' of Iritemai: -:: 
pursmm.t to lR_{:: secti,on 41;/ ·. . - . . · · 1 • • • • • • • • • • . . . · · Revenue. , F'ers<>nal property . placed in service dutip.g . 

. · xviiL , Intere~t paid; ~ccrued or incurr~d to a r~iated . . . any ye,ar afterl980 must be :treated using the p.alf year·. 
·~· Jllember except. a( may be p~mnitted pursuant to con1ention by ciaiming a half.year of depreciation. in 

N.J.A.C.)8:7~5;18; and .· - . , the yearthatp:roperty is plac~din service. ·No :deprecia- . 
··.. xix .. ···.lt)terest. expenses and. cost~ ·and inttingible..e~~ tionf is:·.·a:llo'IVable:.hi.the year .of .disposal .. Aggregate 

. :pens~s and:.costs,dir.ectly·or indirectly paid accrued or, .. dep~e¢iation claimed .undefthis·parngraph for ail years 
. • incurr~d in COilllegion with· .a · transactfon 'with orie O'r • .· is' limited to the hasi& for depredatib1'.t' :under the I<'edet~,' 
·. -. more. related tne1Jlbers, ex,cept as 1llaY qe permitted. t. .. al I*ternal itevenue Code at the.date 'the property is. , 

• pursu:arit t() NJ ... 1\C.18:7-5.18 .. ;, , . . . · ... ·• . plac~d in' service :l~ss wijateve:t salvage value would'' 
· 2.· .• Deduct fr61nFedera;I taxablf inc6m.e:,· , · ·. ·· • hav9 been requi:t~cl io. be ~nsiqen:d under ~he Federal 

·. L 100 percent of aUdivtderids;ot ~mqunts deJmed . Jnter~l Re~ert~e Code atD~c;e~ber 31, l980; •. . ·. ·. 
c:liyidehcls for: Federal purposes 1rtclrided .Ill Federal, , V:\ In any privilege p(;)tiod or taxable year begim:;iing. 
taxable income which were received from subsidiaries on qr after Janu!iry; l, 2Q02, WJ.tli re~pecr to property · 

..... m<:;~ting the definition of•. a subsidiary uridet N.J;A.C .. acqw.ed oit qi afteiJamiary 1, 2002 and before Sep, 
18:J-4.ll(a)l;of this chapter and' lQO Percent of all .· · 1 .. ·. · • ..... • ·.·· · • •. · , • ·. ·· .• · ... 

· · · · · , . • · d teinper,11, 2004, any depreciatio1,1 wl?,ich· was deducted 
.. · .. dividepd( from th.OS!) subsidiaries which were: ~d ed to in.• at, riving . a. t ..•. Fedeni} t.axable ' m. c:oriie .. a. µd. whiqh was 

'.Federal1 tipcabli:::income in.accordance,with (a)l ·above; - r · 
· ·· ·. · · · ·· · · · · ·· · ·· · · · · ·detetnmied ,in.- accoi:qance with, Secdorts :168(k) 'and, · ,~,./ 

, ii. Fifty percentof ~n dividends.or amouhts deeni,ed 1400~ ;df the Federal Internal Rev:entie Code. i\.ss~ts 
; dividends for Federal · purposes included in Federal . ,acquired before January), 2002 for which such depreci- , 
taxable income or added to Federal laxahle income in .. . . I •• • • • •.• • • • • 

.', .. ac~or,d~ce with (a,)'.abo~1:ru'tec~ii1/d froni ~(). t9les!(> ' .·· .•.. ·atiotj·was taken:will c,onpmie,_fo~·t11e entir~, l~e .of,t~e· 
. \than. 80: percent owned_ subsidiarjes de,fined under .. • .· • :a,~se~to fpll1;>w,:Federal d(?prec1at1on. Assets acqwred m 

N,J.A:C. l8:7.:,4.ll(a)2. DivideJ.lds)eceived frolll a reg-. . peritjds beginni~g before Janµ~ryJ; 2.ooi Will e:on,tinue 
µIafeci investml:ltit cqmpany whic:h are. tr~ated asjnter- to fqllow 'Fed<,ral depreciation even if the asset itself 

::est.for purposes of ,the Interi:\al·lle~ei;iµe<Cod~, and/or .. was :acquired' after January !., 2002 PU! during such 
·which' are ri9t c9nsidered qualifying. dividepds for: Jntet- · fisca~ year, . V pon . early retiremept · a basis adjustµient . · . 

·. nal .Revenue purpos~s are . not . eligl.bl~ fat.. deduction or '. . ' ~n-pe <reqQirecl lo . ¥qualize · .. ]f edeqil . ~nd, State bcisfa, ' . 
exdus.ion from enm;e net i~~()I?e. uhd¢t. Jl;l:i. )I subse, C~Ol'l.. ' . ·. .•. .l - . ·. . . .. . . > ' ' . . 

: .· &_ample.:.•, Eeder .. ~L.bonus: depi-edati.orfwitnrespee.J to ail 11\. Inco:µ:ie, war-profits, apd e]{cess profits· taxes im:. . · 
· .. · posed by foreign countries or pC>ssessions • of the united ... · asset acquired Fibrriary ·l; 2002 by a ·corpqration :which is a . 

· ·, . : States; allocable to fucome included in Federal .taxable · calendar te!li •c;orpo;r~tion vvill be tiislill6wed for the corpe>ra~ . 
income subjecttothe foliqwing limitatio'n~; · ·• . . tion "'h~ri filing its :'913!~:JO,qfor ~p~~.; . . . , >, 
. ,Ur '.fo the extent that thes~. incbm~, ·warsprofits .... ' vi. i _Gain or fpss 011pfoperfy sold orexd:ianged:is to 

·.. and excess profits taxes. .were a!Jowed as a ~tecµt . . ; . · · ·· · be determiiied with: reference:' tci. the: amount prope:dy 
. against the Federal' income . .tax: Ullde:t the a,pplicab:l~ .• • .•. to b~; recognized iii determ:iTTation ;of Federal taxable 

' provisions of the lnternalReyenue .Code; .. · ' .·· . . incoqie:;. How~ver, 'on J!H:'J;lhysica.l disposal of recovery' 
· .. · · {2).&ovid~d; th~t such t1es wer~ not r~flected in •. · ·. .. prop¢rty, whether or nofa gain orloss is properly to be• 

··• • ... ·. d¢difotions· 'made in computmg · Federal' taxapl'e in- ·. •· . · . recCJ~ized under tne Federal internal Rev~riue ~ode, 
. ::cotJ1eor tiilcen µnder (a)1xi~b?ye;iand , \ \ .·.· ... :·, ... · .• tli,erei s)J:all -be allo"7ed, as a deduction any excess or . 

(3) . Also provided that the amount of the dequct- . ·. there! must· be~• restol'.ed · as. an jteril ·• of .· income any ... 
. ible income:, warcprofits arid excess pro:$.trdaxes piµd dencie~cy of d!:)preciationdisallowed unc;Ier (ii)li above 

. -to each foreign country or possession ofthe United -0ver i refated depreciation claimed oli that p'roperty 
• .. > . States sh,all not exceed the ne(income ear11ed ~y the undef. ( a)Ziv. ab9ve. ·. A statµtoty nietger. or: consoµda, \..,.) •• · 

· · . taxpayer in such foreign country pr. pos..sessioti; tfon spail ii.ot ¢C>nstitute ·.a. disp9sal of r.ecovery property. 
\.', .. ; : 

. \. 
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vii. In any year or short period ending after 1981, 
with respect to property placed in service on and after 
January 1, 1981, but prior to/taxpayer fiscal or calendar 
accounting years beginning on or after July 7, 1993, any 
item of income included in arriving at Federal taxable 
income solely as a result of a "safe harbor leasing" 
election made under Section 168(f)(8) of the Federal 
Internal Revenue Code; provided, however, that for 
the accounting period which begins in 1981 and ends in 
1982, such income which relates to property placed in 
service during 1981 is not to be excluded; and provid-
ed, further, that any such income which relates to a 
qualified mass commuting vehicle pursuant to Federal 
Internal Revenue Code Section 168(f)(8)(D)(v) (for-
merly 168(f)(8)(D)(iii)) shall be included in entire net 
income in any event. 

(1) Where income relating to such safe harbor 
leasing election would have been· included in Federal 
taxable income whether or not the election is made, 
no exclusion is permit~ed. 

Example: A corporation which finances the acquisition of 
machinery and equipment is not permitted to exclude inter-
est income merely be_cause it is ony of the parties to a "safe 
harbor lease" whereby it agreed that all parties to the 
transaction characterize it as a lease for Federal income tax 
purposes. 

(2) For treatment of deductions relating to such 
safe harbor lease transactions, see (a)lxi above. 

viii. Any banking corporation which is operating an 
international banking facility (IBF) as part of its busi-
ness may exclude the eligible net income of the IBF, as 
herein described, from its entire net income, as follows: 

(1) Any deductions under this &ection can only be 
claimed to the extent that they are not deductible in 
determining Federal taxable income, or not deduct-
ible under N.J.S.A. 54:10A-4(k)(l) through (3). 

(2) The eligible net income of an IBF is the 
amount of income remaining after subtracting the 
applicable expenses, as defined by (a)2vii(4) below. 

(3) Eligible gross income is the gross income de-
rived from an IBF. This will include gross income 
derived from the following: 

(A) Making, arranging for, placing or carrying 
loans to foreign persons, provided, however, that in 
the case ot' a foreign person which is an individual, 
or which is a foreign branch of a domestic corpora-
tion (other than a bank), 01; which-is a foreign 
corporation · or foreign partnership which is con-
trolled, by one or more. domestic corporations 
(other than banks), domestic partnerships or resi-
dent individuals, all the proceeds of the loan are 
for use outside of the United States; 
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. (B) Making or placing deposits with foreign per-
sons which are banks or foreign branches of banks 
(including foreign subsidiaries) or foreign branches 
of the taxpayers or with other international bank-
ing facilities; or 

(C) Entering into foreign exchange or hedging 
transactions relating to any transactions under 
(a)2vii(3)(A) and (B) above or (D) below. 

(D) Any other activities which an IBF may be, 
at any time, authorized to engage in by Federal or 
state law, the Board of Governors of the Federal 
Reserve, the Comptroller of the Currency, the New 
Jersey Banking Commission, or any other authori~ 
ty. 

( 4) Applicable expenses are any expenses or de-
ductions which are directly or indiryctly attributable 
to eligible gross income as defined in (a)2vii(3) 
above. 

(See: N.J.A.C. 18:7-16 regarding international banking 
facilities.) 

Amended by R.1983 d.62, effective March 7, 1983 
See: 14 N.J.R. 1206(a), 15 N.J.R. 343(d). 

Added new 10 and 11 to (a). Recodified old 10 as new 12 and 
added 4-6 to (b). 
Amended by R.1984 d.453, effective October 15, 1984. 
See: 16 N.J.R. 1327(a), 16 N.J.R. 2827(a). 

(b)7 added. 
Amended by R.1985 d.562, effective November 4, 1985. 
See: 17 N.J.R 1538(a), 17 N.J.R. 2678(a). 

Substantially amended. 
Amended by R.1987 d.335, effective August 17, 1987. 
See: 19 N.J.R. 712(a), 19 N.J.R. 1568(b). 

Substantially amended. 
Amended by R.1992 d.289, effective July 20, 1992. 
See: 24 N.J.R; 175(a), 24 N.J.R. 2628(b). 

Revised text. 
Amended by R.1994 d.186, effective April 18, 1994. 
See: 26 N.J.R. 761(a), 26 N.J.R. 1696(b). 
Amended by R.1997 d.204, effective May 19, 1997. 
See: 28 KJ.R. 5158(a), 29 N.J.R. 2467(a). 

In (a)lvii, inserted "For accounting or privilege periods ending on or 
before January 10, 1996,". 
Special amendment, R.2003 d.135, effective February 27, 2003 (to 

expire August 26, 2003). 
· See: 35 N.J.R. 1573(a). 

Rewrote the section. 
Adopted concurrent amendment, R.2003 d.370, effective August 22, 

2003. 
See: 35 N.J.R. 1573(a), 35 N.J.R.4310(a). 

Provisions of R.2003 d.135 adopted without change. 

Case Notes 

Benefits from safe harbor leases do not · constitute "real intangible 
personal property", for purposes of.corporate tax. Reuben H. Donnel-
ley Corp. v. Director, Div. of Taxation, 128 N.J. 218, 607 A.2d 1281 
(1992). 

Interpretation of amendm~nt to corporate tax governing safe harbor 
leases was not an administrative rule.. Reuben H. Donnelley Corp. v. 
New Jersey Dept. of Treasury, Div. of Taxation, 11 N.J.Tax 241 (1990), 
reversed 12 N.J.Tax 255, certification granted 127 N.J. 551, 606 A.2d 
364, reversed 128 N.J. 218, 607 A.2d 1281. 

7-39 Supp. 9.-15-03 
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Corporate owner of safe harbor leased property could not include it 
in owner's business allocation factor. Reuben H. Donnelley Corp. v. 
New Jersey Dept. of Treasury, Div. of Taxation, 11 N.J.Tax 241 (1990), 
reversed 12 N.J.Tax 255, certification granted 127 N.J. 551, 606 A.2d 
364, reversed 128 N.J. 218, 607 A.2d 1281. 

State's inclusion of Federal obligations in taxpayer bank's tax bases 
under the Corporation Business Tax Act complied with the Federal 
public debt statute since the tax was nondiscriminatory; taxpayer bank's 
net worth and net income bases appropriately included'the value of and 
income from the bank's holdings of state and local obligations. Gar-. 
field Trust Co. v, Director, Div. of Taxation, 6 N.J.Tax 462 (Tax 
Ct.1984), affirmed per curiam 7 NJ.Tax 663 (App.Div.1984), affirmed 
102 N.J. 420, 508 A.2d 1104 (1986), appeal dismissed 107 S.Ct. 390, 479 
U.S. 925, 93 L.Ed.2d 345. . 

Federal minimum tax for tax preference was not properly excludable 
from the taxpayer's entire net income in the calculation of New Jersey 
corporation business tax, since the Federal minimum tax is on income 
and riot an excise tax on capital. Texaco, Inc. v. Director, Div. of 
Taxation, 4 N.J.Tax 63 (Tax Ct.1982). 

18:7-5.3 Tax paid to foreign country or United States 
possession; when deductible from net income 

(a) With respect to foreign taxes required to be included 
in income as dividends, received under Section 78 of the 
Internal Revenue Code, no deduction from Federal taxablt; 
income is permitted if 100 percent of the dividend received 

l'a~ount is_ deductible therefrom under N.J.A.C. 
18.7-5.2(a)21. 
i 

1. However, if rnb percent of the foreign tax amount 
is not deductible from Federal taxable income as divi-
dends received under N.J.A.C. 18:7-5.2(a)2i, then the 
percentage which is taxed may be deducted from Federal 
taxab~e income. No other foreign taxes are deductible. 

!Amended by R.1999 d.116, effective April 5, 1999. 
See: 31 N.J.R. 266(b), 31 N.J.R. 893(a). 
i In (b), changed N.J.A.C. references throughout. 
}\dministrative change and correction. 
~ee: 31 N.J.R. 1818(a). 
Special amendment, R.2003 d.135, effective February 27, 2003 (to 
I expire August 26, 2003). 
See: 35 N.J.R. 1573(a). 
[ Rewrote the Sfction. . 
Adopted concurrent amendment, R.2003 d.370, effective August 22, 
I 2003. 
See: 35 N.J.R. 1573(a), 35 N.J.R. 4310(a). 
I Pr.ovisions of R.2003 d.135 adopted without change. 
I I . 
18:7-5.4 Factors not adjustable to Federal taxable income 

I (a) No adjustment to Federal taxable income is permitted 
under this rule for: 

I 

1. Gains or losses not recognized for Federal income 
tax purposes under Section 351 or similar sections of the 
Internal Revenue Code but only to the extent that recap-
ture or other provisions of the Code are not paramount to 
these sections. 

I 2. The general business credit allowed · or allowable 
i for Federal income tax purposes under Section 38 of the 
\ Internal Revenue Code. 
I 

DEPT. OF TREASURY-TAXATION 

i: This may not be taken as a deduction in comput-
ing the New Jersey net income tax base, nor as a credit, 
in any manner, in computing tax liability under the Act. 

ii. Upon disposition of assets which qualified for a 
general business credit under Section 38 of the Internal 
Revenue Code, taxpayer must use the same basis for 
computing gain or loss for New Jersey net income tax 
'purposes as employed for Federalincome tax purposes. 

3. Depreciation attributable to a decrease. in the basis 
of depreciable property for Federal income tax purposes, 
'as a result of the . general business credit allowed · or 
allowable under Section 38 of the Internal Revenue, Code. 

i. · This depreciation may not be taken as a deduc-
tion in computing the New Jersey net income tax base. 

ii. Depreciation taken for New Jersey net income 
tax purposes must be reported at the same amount as 
reported for Federal income tax purposes for the same 
period. 

Amended by R.1985 d.562, effective November 4, 1985. 
See: 17 N,J.R. 1538(a), 17 N.J.R. 2678(a). 

(a)2 deleted; (a)l amended; 3 and 4.renumbered as 2 and 3. 
Amended by R.1994 d.186, effective April 18, 1994.' 
See: 26 N,J.R. 761(a), 26 N.J.R. 1696(b). 

"1 i', 
18:7-5.5 Entire net income; determining stock ownership 

(a) The provisions of N.J.A.C. 18:7-4.5 and 4.6 relating 
to the manner or degree of direct or indirect stock owner-
ship by a: creditor are applicable in determining deductibility 
of intere$t paid or accrued to holders of 10 percent or more 
of the aggregate outstanding shares of the taxpayer's capital 
stock of ~11 classes. 

(b) In . determining the percent ownership 0f investment 
for purposes of computing the dividend exclusion, a taxpay-
er c11n aggregate its ownership of stock by basing its compu-
tation on its ownership equity in the payor. No part of such 
investment may be determined with reference to loans or 
advances but must · be based upon investment in capital 
stock. 

Example 1: Corporation A received a dividend from 
Corporation B and a dividend from Corporation C. Corpo-
ration A owns 90 percent of Corporation B. Corporation A 
owns 20 percent of Corporation C. Corporation B owns 70 
percent of Corporation C. The remaining shares of Corpo-
ration B _and Corporation C are owned by unrelated per-
sons. 

By literal terms of the Act, the dividend received by 
Corporation A from its 90 percent owned Corporation B is 
excludible from entire net income. 

Since the equity of Corporation A in Corporation C is 80 
percent or more ownership, it may also exclude the divi-
dends received from Corporation C from entire net income. 

. ' 

Ownership equity of Corporation A in Corporation C: • 

I 
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Direct investment in Corporation C 
Investment in C6rporation B 
Investment of Corporation B in Corpo-

ration C 
Indirect investment in Corporation C 
Aggregate ownership by Corporation A 

of the stock of Corporation C 

90% 

70% 

20% 

.90 X .70 = 63% 

83% 

Example 2: Corporation D received a dividend from 
Corporation E and a dividend from Corporation F. Corpo-
ration D owns 90 percent of Corporation I:<:. Corporation D 
owns 20 percent of Corporation F. Corporation E owns 60 
percent of Corporation F. The remaining shares of Corpora~ 
tion E ::md Corporation F are owned by unrelated persons. 

By literal terms of the Act, the dividend received by 
Corporation D from its 90 percent owned Corporation E is 
excludible from entire net income. 

Since the equity of Corporation D in Corporation F is less 
than 80 percent ownership, it may only exclude 50 percent 
of the dividend received from Corporation F from entire net 
income. 

Ownership· equity of Corporation D in Corporation F: / 

Direct investment in Corporation F 
Investment in Corporation E 
Investment of Corporation E in Corpo-

ration F · 
Indirect investment in Corporation F 
Aggregate ownership by Corporation D 

of the stock of Corporation F 

90% 

60% 
. 90 X .60 

20% 

54% 

74% 

New Rule, R.1987 d.118, effective March 2, 1987. 
See: 18 N.J.R. 2004(b), 19 N.J.R. 410(c). 

Old rule. repealed. 

Cross References 

18:7-5.6 

See N.J.A.C. 18:7-4.5 (Net worth; indebtedness includible) and, 
18:7-4.6 (Receivables offset against includible indebtedness)· as to 
computing net worth. 

Statutory References 
See N.J.S.A. 54:10Ac-4(e) as to what may be included in "indebted-

ness owing directly or indirectly." · 

18:7-516 Adjustment of entire net income to period 
covered by return; how computed 

(a) If the entire net income required to be reported is for 
a period other than a period covered by the taxpayer's 
Federal income tax return, the taxpayer shall compute its 
net income as follows: 

1. Its Federal taxable income is first adjusted in the 
manner set forth on N.J.A.C. 18:7-5.1 through 5.4; 

2. The result is then divided by the number of calen-
dar months . or parts thereof covered by the Federal 
income tax return; 

3. The result is then multiplied by the number of the 
calendar months or parts thereof covered by the return 
under the Act. A part of a month shall be deemed to be 
a month . 

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

_Next Page is 7-41 7-40.1 Supp. 9-15-03 
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4. Regular employee: A regular employee must be · 
under the control and direction of the taxpayer in trans~ 
acting the taxpayer's business and/or performing work on 
behalf of the taxpayer. The officers of the taxpayer are 
generally deemed to be regular employees of the taxpayer 
while independent c:ontractors and members of the tax-
payer's board of directors are not regular employees of 
the taxpayer. The method or. procedure by which a 
taxpayer reports the compensation paid · to an indiVIdual 
(such as a W-2 form) shall not be conclusive as to 
whether the individual··· is a regular employee (See 
N.J.A.C. 18:7-8.14.): · 

i. The facilities of a public warehouse located out-
side New Jersey and utilized to store property of the 
taxpayer. prior to shipment to customers shall not con-
stitute a regular place of business of the taxpayer where 
the warehouse is not the space ofthe taxpayer. 

ii. The facilities of an independent contractor locat-
ed outside of New Jersey and used to store, convert, 
process, finish l'Jlld/or improve the goods of the taxpayer 
prior to 'shipment to customers shall not constitute a 
regular place of business of the taxpayer. 

· iii. A job site, field office or other facility which is 
not regularly maintained, occupied and used in taxpay-
er's business or where administrative duties, such as 
performing payroll functions, telephoning, recordkeep-

. ing, banking, accounting, the hiring and firing of em-
ployees and simil~r functions. are not performed, is not 
a regular place, of business. · · · 

iv. The location of inventories outside of New Jer-
sey in the possession of employees in their homes, 6r in 
trucks, or in coin~operated machines do not represent , 
space regularly maintained, occupied and µsed by the 
taxpayer in carrying on its business. 

v; In the event the taxpayer's business is conducted 
by an independent agent or independent contractor, the 
place of business of the independent agent or indepen-
dent contractor shall not .be considered a regular place 
of business of the taxpayer .. In addition, any employee 
of such· indepeµdent agent or · independent contractor 
shall not be considered a regular employee of the 
taxpayer. 

(b) A taxpa~er does not have a regular place of business 
• outside New Jersey solely by consigning goods to .an inde-
pendent factor outside New Jersey for sale at the direction 
of either the consignor or consignee. 

(c) The mere fact that.a taxpayer is subject to an income 
or franchise tax in other jurisdictions shall not be determina-
tive as to whether the taxpayer. maintains a regular place of 

· business outside of New JerseYwhere taxable sta,tus in that 
jurisdiction is based on criteria other thaii a regular place of 
business. · 

Amended by R.1985 d.54, effective February 19, 1985. 
See: 16 N,J._R. 2999(b), 17 N.J.R. 476(b). 

18:7-7.4 

(a)l-2 deleted and new text(a)l-4 substituted; (c) added. 

Statutory References . 
See N.J.S.A. 54:lOA-,6 as to how to determine allocation factor for 

taxpayer maintaining regular place of bu~iness outside· New Jersey. 

Case Notes 
Apportionment of franchise tax for multi-state corporations which 

maintain a regular place qf business .outside New Jersey other than a 
statutory office is not applicable to a corporation Whose• out-of-state 
offices consist of space in corporate engineers' personal hoines used for 
their own convenience in connection with their employment. Hoega-
naes Corp, v. Director, Div. of Taxation, 145 N.J.Super. 352, ·367 A.2d 
1182 (App;Div.1976) and dissenting opinion. 

Corporation which did not pay rent out of state did not maintain 
regular place of business out of state. Hess Realty Corp. v. Director, 
Div: of Taxation, New Jersey Dept. of Treasury, 10 N.J.Tax 63 (1988). 

Reduction in corporation business tax based. on an allocation of tax 
basis due to maintenance of a regular place of business outside of the 
State denied because New York office was not a "regular place of 
business'!; since .it was leased in the name of the parent corporation, the 
taxpayer paid no rent and did not maintain control over the premises, 
and because the full time employees at the office were all employees of 
.the parent corporation. · Shelter Development Corp. v. Taxation Div. 
Director, 6 N.J.Tax 547 (Tax Ct.1984). · 

Failure to permit allocation to New Jersey corporation which owned 
.rental. property in Connecticut but. had mi regular employees working 
outside New Jersey held neither contrary to the scheme of the Business 
Tax Act, a burden on interstate commerce nor double taxation. ·. S.M.Z. 
Corp .. v. Director, Div. of Taxation, 5 N.J.Tax .232 (Tax Ct.1982), 
reversed and remanded 193 N.J.Super. 305, 473 A.2d 982 (App.Div. 
1984). 

Corporation held not entitled to apportion part of its net. income to 
other states because it did not maintain a regular pl11ce of business in ' 
other states; "regular place of busjness" · test held not to violate 
commerce clause: Rocappi Inc. v. Taxation Div. Director, 3 N.J.Tax 
311, 182 N.J.Super. 163,440 A.2d 96 (Tax Ct.1981). 

18:7-7;3 "Allocating;' and "non~~llocating" compap~es; 
definition !. 

(a) A taxpayer which allo.cates a p<;>rtion of its entire net 
income outside this State is referred to as an "allocating" 
taxpayer. · 

(b) A taxpayer which does not allocate any part of its 
entire net income outside this State is referred to as a "non-
allocating" -taxpayer. 

Amended byR1994 d.186, effective April 18, 1994, 
See: 26 N.J.R. 761(a), 26 N.J.R.1696(b). · · 

Statutory References 
. See N.J.S.A: 54:10A-4(b) as to definition of '1allocation. factor," and 
54:lOA--6 .as to how to determine allocation factor for a taxpayer who 
maintains a regular place of business outside New Jersey. · · 

Case Notes 
Failure to perniit allocation to New Jersey corporation which owned 

rental .property in Connecticut but had no regular employees working 
outside New Jersey held neither contrary to the scheme of the Business. 
Tm, Act, a.burden on interstate commerce nor double taxation. S.M.Z. 
Corp.· v. Director, Div. of Taxation, 5 N.J.Tax 232 (Tax Ct.1982), 
reversed and remanded 193 N.J.Super. 305, 473 A.2d 982 (App.Div. 
1984). 

18:7-7.4 Allocation factor; definition 
"Allocatio'n factor" means the proportionate part of a 

taxpayer;s entire net income used to determine a measure of 
its tax under the Act. · · 
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Amended by R:1994. d.186, effective April 18, 1994. 
Se_e: 26 N.J.R. 761(a); 26 N.J.R. 1696(b) .. 

Statµtory References 
See N.J.SA 54:1QA1 '-4-(b) as to definition of "allocation factor." 

' ~- . ' .• '., 

18:7-7.5. Allocation factor, applicaticm 
If the taxpayer had a regular place of business outside 

New Jersey ·during the period covered by the retu:rn, its tax\ 
liability under the New Jersey Corporation Business Tax Act 
is measured by that part of its entire net income allocated to 
New Jersey according to a formula' called the business 
allocation factor'. 

Amended 1by R.1994 d.186, effective April 18, 1994. 
See: 26 N;J.R.761(a), 26 N.J.R.1696(b). . 

. Historical Note 
Laws of:1968, Chapter, 250 eliminated the .use of the asset factor for 

the purpose of allocating net worth, effective with respect to privilege . 
periods commencing after December 31, 1968. . . 

Statutory. References 
See .Laws 1968, ._ Chapter · 250 as to elimination· of ass.et factot for 

purpose of allocating net \\'Orth,, effective with respect to . privilege 
periods commencing . after December 31, · 1968. See N.J.S.A. 
54:10A-4(b) as to definition of "allocation factor." See· N.J.S.A. 
54:lOA-6 as to how to determine allocation factor for taxpayer main-
taining regl!lar place of business o.utside New Jersey. 

18:7-7.6 Corporate partners and p11r(nerships 
(a) A foi-eig11 corporation that is a general partner in a 

general or limited partnership orfa deemed to t,e a general 
partner in a limited p~rtnership doihg busihess in· New 
Jersey satisfies the subjectivity requirem,e~ts set forth· in 
N.J.S.4>54:lOA-2. A foreign corporation that_ is a general 
partner of a: general or limited partnership doing business in 
New Jersey is subject to filing a cotpoi-ation business tax 
return in New Jersey and paying the applicable t~ unqer 
tlie .. terms of the corporation business tax to New Jersey.· 
Such · a · corporation is • also deemed to be , employing or 
owning capital or property in New Jersey, onnaintaining an 
office in _New Jersey, if the partnership does so. 

(b) Subsection (a) above may apply to foreign corpora-
tions, otherwise not subject to the New Jersey corporation 

. !business ta:x, whose only connection to this Statejs r(?stricted f b owning one or more limited partnership interests in one 
pr more limited partnerships doh1g business in New Jersey,' 
provided the taxpayer's connection with this_ State is suffi-
cient to give this. State jurisdiction· to. impose the tax under 
the Constitution and statutes of the United States; See I . . . . . . . • . . 

N.J.A.C 18:7-:-1.6: 

I (c) A foreigncorporat~ limited p~rtrter of a Hniited part-
lilership doing. business in New Jersey is considered exercis-
ing its franchise to do business in this State, doing business 
~n this State or employing capital in this State, ;md, there-

. :lfore, is subject to tax under N.J,S.A. 54:lOA-2 and filing a 
dorporation business tax return, .if: . .· . .·· 

. DEPT. OF TREASURY-TAXATION 

I . . 
l.1

1 
The limited parJner is also c). generalpartner of the 

lim*d partnership; · 
2.; The foreign corioration limitedp~rtner, in addition· 

Jo the exercise of its rights and powers as. a limited 
partner, takes an adive part in the control of.the partner~ 
ship business; . . 

i ' "._ " ,•, -
3.) The foreign corporate lhnited partner meets the 

eriteria set forth in N.J.A.C. 18:7-1.9 orl:6; or . 
4, ( The. business of the part~ership is integrally related 

to thf businessof the foreign corporation. 

( d) Tax filing and payment responsibilities of partne~ships 
are set:forth in N.J.A.C. 18:7-17. For the partnership pro-
cessi~g\fee, see N.J.A.C, _18:35~11. 

( e) It shall be the burden of the taxpayer to prove1to the 
Directot by dear and ·cogent evidence that the facts· and 
circums:tances surr6unding its involvement with the limited 
partner~hip or limited liability company d9 · not subject it to 
tax underthe Act. · · 

(f) For purposes of this section, the term "partnership" 
has th6 ~ame · 111eaning as is set forth under I.RC. 
§. 7701(/i)(2) and the regulations issued thereunder:Partner_7 
ships thit are not treated for Federartax purposes as passs 
through[ entities are also not treated as pass-through entities 
under tpis section. The term "partnership" shall include 
limited liability compfoies treated as partnerships. 

I .· , 

(g) F?r purposes of apportionment: ( allocation) of corpo-
rate inc6me, wher~ the subject corporation and.the partner~ 
· ship · arei not part of a·. single unitary business; including . a 
businessjcarried ondirectlyby the foreign corporate partner,, 
separate\ accounting apportionment shoµld be used to arrive 

. at corporate income, If the New Jersey business of the 
partnership is part pf a single unitary business including a 
business !carried on directly by .the foreign corporate partner, 
flow thr6ugh accounting apportionment .should be 11se_d with 
respect to the incomes of the fyvo entities. . 

1. Separate accounting apportionment, for purposes 
of thisi section only, means use.· of the following method: 
The c9rporation's distributive share of the partnership's 
bu.sine$s income would be apportfoned to New Jersey by 
compu~ing the applicable N.J.S.A 54:lOA....:6 apportion-

)nent f/ictor for that business by only taking into account 
the cofpor~te partner's share of the receipts, payroll and 
property of the business that the partnership carries on 
directlf Second, the corporation's entire net income, 
excluding its distributive _share· of the partnership's income 
is appqrtioned to New Jersey by computing the applicable 
N.JS;A. 54:lOA::-6 apportionntent factor for that business 
by only taking into accountthe receipts (e~cluding re-

.. ceipts ~om the partnership namely; receipts fron;i inter-
. compal/-y transactions), payroll and property of the busi-

ness that the corporation c;mies on directly. Third, these. 
two aniounts wo:uld be .added togeth~r to arrive at the 
corpor~tion's entire net income apportioned to New Jer-
sey, 

I . . 
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CORPORATION · BUSINESS TAX ACT 

(f) The amount by which the exclusion of receipts from 
the denominator of the sales fraction increases . the liability 
of all the members of an affiliated · group or controlled 
group pursuant to sections 1505 or 1563 of the Internal 
Revenue Code of 1986 over the liability calculated without 
application of the exclusion shall not· exceed $5,000,000. If 
the exclusion increases the liability of all the members of an 
affiliated group or controlled group by more than $5,000,000 
for the privilege period, then the amount of liability in 
excess of $5,000,000 due to the. exclusion shall be abated, 
and the abated liability shall be allocated among the mem-
bers of the affiliated group or the controlled group in 
proportion to each member's increase in liability due to the 
exclusion of such receipts. The Director may allow a single 
corporation within the affiliated group or controlled group 
to act as the key corporation (clearinghouse) for the abate-
ment. "Business presence" or "business activity" taxes in-
clude, but are not limited to, net worth taxes, gross receipts 
taxes, single business taxes. For example, business presence 
or business activity taxes include, but are not limited to, the 
Pennsylvania Bank Shares Tax (72 P.S. 7701 et seq.) and the 
New York Franchise Tax on Banking Corporations (Article 
32 of the New York tax laws). Property taxes, excise taxes 
(for example, cigarette taxes), payroll taxes, and sales taxes 
are not considered "business presence" or "business activi-
ty" taxes. · 

(g) If the exclusion of sales increases the liability of a 
single entity t~ayer that is independent of and not affiliat-
ed with any con~rolled or affiliated group as defined above, 
then such increase shall be capped at $5,000,000 and the 
excess shall be abated. · 

Amended by R.1985 d,43, effective February 19, 1985. 
See: 16 N.J.R. 3420(b), 17 N.J.R. 477(a). 

(b) substantially amended and Examples added. 
Special amendment, R.2003 d.135, effective February 27, 2003 (to 

expire August 26, 2003). 
See: 35 N.J.R. 1573(a). 

Added ( d) through (g). 
Adopted concurrent amendment, R.2003 d.370, effective September 15, 

2003. 
See: 35 N.J.R. 1573(a), 35 N.J.R. 4310(a). 

Rewrote (d) and (f). 

Statutory References 
See N.J.S.A. 54:10A--6(B) as to factors includible in determination of 

receipts fraction. 

18:7'-8.8 Scope of allocable receipts 
(a) Unless otherwise noted herein, receipts from the fol-

lowing are alloc~ble to New Jersey: 
1. Sales of tangible personal property where ship-

ments are made to points in New Jersey. Delivery of 
goods to a purchaser in this State is a shipment made to a 
point in New Jersey regardless of the F.O.B. point or the 
fact that the goods may subsequently be resold and trans-
shipped to a point outside this State. 

i. The sale of goods shipped to a New Jersey cus-
tomer where possession is transferred in New Jersey 
results in a receipt allocable to New Jersey. 

7-51 

18:7-8.8 

Example: 
Taxpayer, a manufacturer located outside of New Jersey, 

transports goods directly to a customer's location in New 
Jersey, Since possession of the goods is transferred in New 
Jersey, shipment is deemed to be in this State resulting in 
receipts allocable to this St.ate. 

ii. The sale of goods shipped to a non-New Jersey 
customer where possession is transferred in New Jersey 
r~sults in a receipt allocable to New Jersey. 

Example: 
Taxpayer, a manufacturer located outside of New Jersey, 

transports goods into New Jersey where such goods are 
picked up by a non-New Jersey customer or a customer's 
representative in New Jersey for furthyr transportation out-
side of this State. Since possession of the goods passed 
between the taxpayer and its customer in New Jersey, the 
sale results in receipts allocable to New Jersey. 

iii. The sale of . goods shipped by a taxpayer from 
outside of New Jersey to a New Jersey customer by a 
common carrier results in a receipt allocable to New 
Jersey. The common carrier is deemed an agent of the 
seller regardless of the F.O.B. point. 

Example: 
Taxpayer, a manufacturer located, outside of New Jersey, 

transports goods by a common carrier to a New Jersey 
facility where the customer takes possession of the goods. 
Since the common carrier is deemed to be an agent of the 
taxpayer, the common carrier's transportation of the goods 
into the possession of the customer in New Jersey results in 
receipts allocable· to New Jersey. 

iv. The sale of goods shipped from outside of New 
Jersey to a New Jersey location where the goods are 
picked up by a common carrier and transported to a 
customer outside of New Jersey results in receipts 
which are not allocable to New Jersey. · 

Example: 
Taxpayer, a non-New Jersey manufacturer, transports 

goods from outside of New J'ersey to a New Jersey location 
by either a common· carrier or a private· transporter. The 
goods are picked up in New Jersey by a common carrier and 
transported further to a customer outside of New Jersey. 
Since the common carrier is deemed an agent of the seller 
regardless of the F.O.B. point, the shipment by the common 
carrier from a point in New Jersey to a point outside of New 
Jersey results in receipts not allocable to New Jersey. · 

2. Services performed in New Jersey; 
3. Rentals from property situated in New Jersey; 
4. Royalties from the use in New Jersey of patents or 

copyrights; 
5. All other business receipts earned in New Jersey. 

See example in N.J.A.C. 18:7-8.7(c). 

Supp. 9-15-03 
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Amended by R1985 d.43, ~ffective February 19, 1985. 
See: 16N.J.R.3420(b),117 N.J.R. 477(a). 

· .. · Substantially amended. · · ·· · · 

··ILLUSTRATION 
FACTS 

Amended by R.1989 d.311, effective June 19, 1989. 
'See: 21 N,J.R.438(b), 21 N.J.R. 1744(c). Selling Price Cost _, N.efGain Net Loss 

Exceptions to receipts allocable to New Jetsey added at (a)li-iv, with 
examples. . ' .·· · .·. . · 

. Statutory R,~ferences . . . . , 
See N.J.SA. 54:10A-6(B) as to factors iricludible in computing 

receipts fraction. 

iS:7~8.9·. · Receipts fromsa.les of capital assets; when 

'i 

Proper~.#1 · 
Prbperty #2 . 
Property #3 

$1,000 
·2,000 

· .. 3,000 

$ 600 
2,200 
2,900 

· Amou* of gain appearing on Schedule A 
I . . 

$400 

_1QQ__ 
. $500. 
{ 200) 
$300. 

includible · I. . ' 

The :$300 net gain is indudable in the. denominator of the 
receipt'~ fractionfa all ca,ses. The computation to anive at 

. the arrlount to be included in the numerntor is givenin the 
foHowihg exampl!;!s; 

. . . 

(a) Tlie gross receipts from sa.les of capital assets (prop-
erty not held by the taxpayer forsale to customers in ·the 
i;egular course of business) either within or. without New 
Jersey should not be included in eit.her the numerator or 
denominator of the receiptsJraction.· The net gains from 
such sales which are included in entire net· income are .the 
amounts which 'are properly to .be included· in the computa~ 
tfon of the receipts fraction .. Forthe purposes ofthe 
numerator. in the computation of the receipts fraction, a net 
loss should not offset a net ~ain. 

Exan1ple I: · 
. . 

- ' ' . ...:·· - . ,, . -1 ' . . ' 

At the time of sale. Pror~rty #1 was locateq withinNew Jersey whereas 
Prnrerty #2 and #3 \Vere located outside Ne\1/ Jersey. · •. · • · 

Amount of N.J. Gains $400 :=· 80% \x $300. (net gainJ =; $240 
Total Gains $500 
The amount of $240 is to be included in the numerator ofJhe receipts 

.- . , I . . ,. ,·. ·- -

fraction. · 

Example 2: 

At the time of sale, Property #I and #3 \were located outside New 
Jersey, whereas Property #2 was located withl,n New Jersey. 

Ati1oun1,0F N.J. Gains·. -0- Q% } $300 (net gain) :: -0-, 
. Total Gains $500 
There. is nothing attributable to this lransi1ction .~hich will. affect the 

numerator of the receipts fradion. 1 

Example J: 

At the time of sale, Property#! and #3 were! located~ithinNew.Jersey, 
whereas Property #2 Was located 1outside Newj Jersey. ·1 

Amount ofN.J. Gains $500 = IOO%\x $30ff(net gain) =\$300 
Total Gains $500 

(b} Where the· taxp~yer's business is.the buying and··;ell-.· .. 
ing of rec1l estate or the buying or selling of securities for 
tradirig purposes, these assets are not .deemed to be capital 
assets· and the gross i;eceipts from the sales thereof are 
inclu

1
ded iri the same 1nanner as other includable .receipts. 

Amended byR1985 d.43,, effective Fc;bruaty 19, 1985 ... 
See: .16 N:J.R 3420(b),17 N.J.R 477(a). 

(a) substantially amended and examples added. 

Statutory References · 
See N,J.S.A. 54:10A--6(B) as to what tangible personal property shall 

be iricludible. when computingtaxpayer's receipts fractic:m. 

Case Notes 

Rule held to impose restriction not \3/arran:ted by statute; only net 
gain froni s.ales of tangible personal property irichidable in receipts 
fraction of.the. business allocation formula of theCorpoi:ation Business · 
Tax Act; \ income derived frolll. the sale or redemptior of shorHerm 
obligations and .the interesj increment realized upon the sale or !e-
demption 1 of such obligations issued at a discotmt were includitble' in 
receipts fiaction of the business allocation formula. American Tele0 

phone & irelegraph C9. v. Direc::tor, Div. of Taxation, JN.L Tax 638 
(Tax CU?82),. affirmed .194 1'!.J;Super. 168, 47(i A.2d 0 SOO. (App.Div. 

.. 1984), certification denied 97 N;J. 627, 483A.2d 157 (1984). · I . . . 
I 
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CORPORATION BUSINESS TAX ACT 

18:7-8.10 Receipts; compensation for services 

(a) The numerator of the nxeipts fraction developed in 
accordance with this section includes receipts from services 
not otherwise apportioned under this section if the servi~e is 
performed within this State. If the service is performed. 
both within and outside this State, the numerator . of the-.... 
receipts fraction includes receipts from services based upon 
the cost of performance or amount of time spent in the 
performance of such services or by some other reasonable 
method which should reflect the trade or business practice 
and economic realities underlying the generation of the 
compensation for services. Cost of performance is defined 
as all direct costs incurred in the performance of the service, 
including direct costs of subcontractors. 

1. All amounts received by the taxpayer in payment 
for such services are allocable, regardless of whether such 
services were performed by employees or agents of the 
taxpayer, by subcontractors, or by any other persons and 
regardless of whether the receipt is accounted for as an 
item of income or a reduction in expense. 

2. It is immaterial where the amounts were payable or 
where they actually were received. 

Example 1: Taxpayer derives advertising revenues in the 
course of broadcasting television or radio programs. It sets 
its advertising rntes based upon the listening audience it has 
succeeded in reaching. The appropriate method of assign-
ing the portion of its advertising revenues attributable to 
services performed in New Jersey is based upon the propor-
tion of its listening audience in New Jersey. 

Example 2: Taxpayer earns income from the sale of long 
distance telephone communications service. It bills the 
originators of long distance telephone calls directly and for 
all calls placed by them. · The appropriate methocl of allo-
cating its long. distance toll revenues attributqble to services 
performed in New Jersey is based upon billings for calls 
originating in New Jersey. 

(b) Commissions received by the taxpayer are allocable to 
New Jersey if the services for which the commissions were 
paid were performed in New Jersey. ff the taxpayer's 
services for which commissions were paid were performed 
for the taxpayer by salesmen attached to or working out of a 
New Jersey office of the taxpayer, the taxpayer's services will 
be deemed to have been performed in New Jersey. 

Example 

The taxpayer is a New Jersey sales agent of a Pennsyl-
vania manufacturer and receives in New Jersey an 
order from a New York customer. The order is for-
warded to the manufacturer which accepts it and fills it 
by shipment direct to the customer. The taxpayer's 

· commission is allocable to New Jersey. 

.18:7-8.10 

( c) Certain service fees from transactions having contact 
with this state are allocable to New Jersey based upon the 
following: 

1. Twenty-five percent of such fees are allocated to 
the state of origination. 

2. Fifty percent of such fees are allocatedto the state 
in which the service is performed. 

3. Twenty-five percent of such fees are allocable to 
the state in which the transaction terminates. 

Example 1: A taxpayer issues credit cards to its cus-
tomers allowing funds to be obtained through the use of 
authorized machines located within New Jersey. A cus-
tomer originates a transaction at a New Jersey location, 
and the taxpayer's computer, located outside this State, 
performs a credit check. Funds (or a bank draft) are 
received by the customer at the point of origin in New 
Jersey, where the transaction terminates. Taxpayer must 
allocate 50 percent of the service fee income earned from 
this transaction to New Jersey based upon the points of 
origination and termination. For purposes of this exam-
ple the issuer of credit cards has nexus with N,ew Jersey 
through physicalpresence in New Jersey. 

Example 2: Taxpayer earns income by providing on-
line , internet access to customers located within New 
Jersey and outside New Jersey. Taxpayer's physical 
equipment allowing such access is located outside New 
Jersey. Taxpayer must allocate 50 percent of its revenue 
from internet access charges to New Jersey based upon 
the origination and termination of such access from points 
within New Jersey. Absent specific identification of 
points of origination and termination, the customer's bill-
ing address will serve to locate these activities. For 
purposes of this example, the internet service provider has 
physical presence through a home office located in New 
Jersey, 

4. Certain lump sum payments for services performed 
within and .without New Jersey must be apportioned in 
the following manner in order to result in a fair and 
reasonable receipts fraction. 

i. · Securities and commodities brokers executing or-
ders on an exchange are to allocate commissions de-
rived from the execution of purchases or sales orders 
for the accounts of customers to New Jersey as follows: 

(1) 80 percent of commissions on orders originat-
ing at any New Jersey place of business; plus 

(2) 20 percent of commissions on orders executed 
on any exchange located in New Jersey. 

ii. Transportation revenues of an airline are from 
services performed in New Jersey based on the ratio of 
departures from New Jersey to total departures. De-
partures may be weighted as to cost and value of, 
aircraft by type where weighting would give a more fair 
and reasonable business allocation factor. 

7-53 Supp. 9-15-03 
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iii. Inland freight revenues must be segregated into 
two components. The numerator of the receipts frac-
tion attributable to receipts from services performed 
within New Jersey is the sum of: 

(l) A portion of such freight attributabie to long 
distance hauling is calculated based upon the propor-
tion of the taxpayer's costs of long distance hauling to 
the sum of the costs of long distance hauling, termi-
nal operations and local pickup and delivery during 
the period covered by the return and included in the 
receipts fraction based upon the proportion of reve-
nue miles in New Jersey to revenue miles every-
where; plus 

(2) The balance of freight revenues are in the 
numerator of the receipts fraction based on the 
proportion of total revenues from goods consigned to 
points within New J~rsby to total freight revenues. 

(3) The computation of the receipts fraction must 
accompany the return. 

Illustration 
Local pickup and delivery costs and 'terminal 

operation costs 
Long distance hauling costs 
Total 
R.evenue miles in New Jersey 
Total revenue miles 
Consignments to points in New Jersey 
Total freight revenues 
$1,QQQ,QQQ X 225,QQQ X 100,QQQ = $ 60,QQQ 

750,000 500,000 
( 
$1,000,000 .X 525,000 X 450,QQ0 = $315,000 

750,000 1,000,000 
Receipts from services performed 
within New Jersey $375,000 

$ 525,000 
225,000 

$ 750,000 
100,000 
500,000 
450,000 

$1,000,000 

Assuming no other receipts enter into the computation, the 
· receipts 
fraction is $ 375,000 or .375000 

1,000,000 

( d), If a taxpayer receives a lump sum in payment for 
services and also for materials or other property, the . sum 
received must be apportioned on a reasonable basis. 

1. That part apportioned to services performed is 
includible in receipts from services; and 

2. That part apportioned to materials or other proper-
ty is includible in receipts from sales; 

3. Full details must be submitted with the taxpayer's 
return. 

( e) Receipts arising from the 'sale .of asset management 
1services shall be allocated to New Jersey in accordance with 
:the following procedures: 

I 
~upp. 9-15-03 7-54 
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1. In the case of asset management services directly or. 
indirectly provided to individuals, receipts shall be allocat-
ed t~ New Jersey if the domicile of the individual is in 
Ne~ Jersey. 

2. In the case of asset management services directly or 
indirectly provided to a pension plan, retirement account 
or institutional investor, such as private banks, national 
and international private investors, international traders 1 

or i(1surance companies, receipts shall be allocated to 
New Jersey to the extent the domicile of the beneficiaries· 
of the plan, beneficiaries of the account or beneficiaries 
of the similar pool of assets held by the institutional 
investor is in New Jersey. 

i.' In the event the domiciles of the beneficiaries are 
not or cannot be obtained, a reasonable. proxy may be 
used to allocate receipts to New Jersey that reflects the • 
trade or business practice and economic realities u11der-
lying the generation of receipts from the asset manage-
ment services. The burden of demonstrating the reason-
ableness of the method rests on the taxpayer. Based on 
specific facts and circumstances, reasonable proxies 

; used to allocate receipts to New Jersey may take into 
account, among other things, the latest available popu-
lation census data, the domicile of the sponsor of the 
pla'n, account or pool of assets, the sponsor's New 
Jersey payroll apportionment factor or the sponsor's 
ratio of New Jersey employees to total employees. 
3. In the case of asset management services directly or 

indirectly provided to a regulated investment company, 
receipts shall be allocated to New Jersey to the extent that 
shareholders of the regulated investment comp~my are 
domiciled in New Jersey in accordance with the following: 

L. The portion of receipts deemed to arise from 
services performed within New Jersey shall be deter-
mined by multiplying the total of such receipts from the 
sale of such services by fraction. The numerator of 
the fraction is the average of the slim of the beginning 
of the year and. the end of year balance of shares owned 
by the regulated investment company shareholders 
domiciled in New Jersey for the regulated investment 
company's taxable year for Federal income tax purposes 
that ends within the taxable year of the taxpayer. The 
denominator .of the fraction is the average of the sum 
of the beginning of the year and end of year balance of 
shares owned by the regulated investment company 
shareholders. A separate computation is made to deter-
mine the allocation of receipts from each regulated 
inve.stment company. 
4. As used in (e)l through3 above: 

i. "Asset management services" means. the render-
ing of irivestment advice, making determinations as to 
when sales and purchases are to be made, or the selling 
or purchasing of assets and related activities. As used in 
this : section, "related activities" means administration 
services, distribution services, management services and 

· other related services. 
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. ii:·· · ''.:Adininis.tration ~ervices'( ·•·•means · and" ·.includes. 
clerical, ac:countiiig; boo~eeping/dafa proce~sing, in-
ternaf auditing;. ·.regal and .·tax: service's .• but .· does not• 
include, t)11St seryices. ' ; ·. . . . .··· ; ·. . 

iii. 'iI>istributton ·s~~ces" m~ans ~e- seryice~ pf .. 
advertising, servk;ing . investor · acco1ints . (including<. re-. 
demptions), :marketing' shares. ot.; selling shares of a 
regulated investment company. .· · ·· · · 

18:7~.H 1 . . ,. . . .. 

· .. iif; ·• . "llegistered securiti~s- o~ .· commodities b~oket 'qr. 
dt;aler" means a bi-qker •. or dealet registered. as such hY •.· 

· .. >the Federal Securities arid e:ii:~hange <:ominission or·.· 
.. ·. the·Feder;tl Commodities Filtur~s Traclin'g Commission; 

Aln~ridecl by R:1979 d.45, eff:ctjve F~bruary 6, 1979. 
See: 11 N.J.R. 40(d), 11 N}.R. 150(b). , 
.Alnended by R.1985 d.43, effective February 19, 1985. 
See: 16 :N'.J.R3420(b), 17 N.J.R. 477(a).. . . . . . · .. ·. 
1 • ( c)' substantially amended .1ind examples· and illusfration added. •· 
Amended by R.19~9 d.43.9, effective August 21, 1989. • 
See; . 21 N.J.R. 1106(a), 21 N:,J.R. 2527(a)> . , 
. Added,.sul:i~ectiqn (e)l~Zvi. . .. 

iv. . "Managenient ~ir:vi:ces'' mearis the rendering of .. 
investm¢:iit. advice, nuiking· deterl:1]:initfions. 11s. to when. 
sales and purchases· of securities are to be, made ot. the.· 
selling 'or purchasing of _securities . and related activities; 

·: Administrative;Coriectionto .(c): 
· .. See: 21N.J.R.3477(a): ,. · · · .. • · 
. . . Administrative Correction to (c) and ExampJi:: 1. . 

See, 22 N.J.R 363(a). · , · . . .. . . ···• ·. . ;_ ''DomiciJe'' shall h~ve the meaning, a~qjbed tp' it 
under N.J.S.A. 54A:1:-:2m in the qase ·ofan'indiviclual 
and tinder N.J.S.A. 54A:1~2omthe sase of a11estate ~t 

. trust an4 in. .the case of a business entitywhere the 

,An,iended by R.1997d.429, effective October 6, 1997~ 
· See: 29 N:L~. 3426(a), 29 N.J.R: 4324(a): 

Rewrote (a) and(c). 
Adniinistrative··correcticin . 

. actual seat of m~agetnent or c6ntrbl is Jpc~fted in the. . · See: 30 N.lR 3660(!!)- . . · · ·· ·. . · 
Speci~ amendment, R.2003 d.135, effective. Febru:~j:y 27, 2003 (to · 

State; ptovided, however, ''domicile'.', shajl be pi-esumec;l • . . . expire :,'.\tigust26, 2003) . 
.· See: 35 N.J.R.. 1573(a). ·. 
< . Rewrote (e); added (f). . . . . 
; A,c!oj:>ted <concurrent ameP:dme11,t, R,2003 d:370, effective· August.· 22, 

' 2003. > .. ··., · . . 
· · S1;:e: 35 N.J.R1573(a), 35 N.JJt 4310(a/ 

. to be the in:ailing address. of'the beneficiary ofthe plan:, 
account,oi:- otjler similar pool of asse{s based 11pon• the . ·· 
sponsor's. records with ·respect to arty such beneficiary 
or the shareliolder'sma:iling address qnthe ·records of 

· the regulated, vivestineni·company. For· purpos~i 'ot 
(e)3 .above, in .. the ·case of•a. 'no:minee··holding••the 
'investment on behalf of J~\i customers, the mailing 

·•· • Prcivisf~ns of R200~ .d.135 adopted.without change. 

.· ·. l ... 

. address of the :customer shall be· deemed' to be the 
d~:rriicile of the shareholder> ' . : . . . ,,' . . 

Statutory Refererrces. · 
... See: NJ.SA. 54:lOA:..P(C) as to inifodabiiity bf com:pe'ilsatiori ~or 
perso1:1at services in receipts fra9tio~. . . . . 

; vi .. In addition to· amourits received dir~ctly from a • . ui:7.:,fdl Receipts; .. rents,Jl.nd royaltie_s ·· 
·. regulated• investment cmn'pariy, "receipts" shali also 
include amounts received directly fr.om· the 'sharehold-
ers' of such regµlatecl)nvestment company. hi. their 
capacity as such. · · · · · · · · · · · ' · 1 

··:.•(a.) Receipts ·from.· tent!11s'of,real and ·personal. property 
· situated in New Jetsey,'and royalties from the use 1in New 
Jersey o~ patents or ,copyrights, are allocal>le to Ne~ Jersey. 

. ·. . vii.. "E.egufated ihte,stment company" inea,ns a regu- · .. · .·· ' 
. lated. investment- company _ as • clefined in 1>q;S.A: .. ·· 

1. ' Receipts from rentals . include all ainounts received 
by the,taxpay~r· 'for t.he use or occupation of property, 

· whetJier'pr not such pr9perty is owned by the'taxpayer. · 54:10A-4(g) and: meets the :1:equirein~nts of Section 851 
of the Federal Internal Revenue Code. ' ·, . . ' . 

• .. ,, ·. ·, ·_ ;·:. ·. . :.·' •' .·· ··. .. . . . · .. ·• ,,: . 

• ,viii ... "Sponsor" ,means lhe'"party that. has Cpritracted ' · ... 
directly .-with the Reneficiaries of the plan, 'ii:ctoun(or .. 
similat pools ofassets; · · · · · ' 

. .. , . 2. Receipts from royalties include all amounts •re, . 
, ceived by the <taxpayer'. for the. use of patents or copy-
. rights, whethe_r or• not such patents ·or'. copyrights were 
origi:n:allyisstied t9·or are owned by the taxpay<er:· 

5. See. ~.J.A.C. 18:7'...1.6 r~garding foreign advi~ors 
having c1;1stomers in .Ne\¥.Jerset . . . 

{ f) Receipts· from the. services of a registe~ed ·: securities'. or . 
commodities-.broker or-.dealer · shall b~ sourced.· to New 
Jersey if the custo~ei:-. is foc~ted within the State.:;; . •· 

. 1. , F9r p~oses o:f this subsection: ' 

i. ''Securities'; ha~ Jhe tne~iti~ provided by pa~a- . 
graph (2) of subsection (c) of section 475 of.the Federal' 
Internal Revenue Code of 1986, 26'1.J.S.C. '§ ·47~; · ·• .. 

,· ' •. . . .. . . . '! .1·' ·', 

ii. .· "Commodities" has.· the meaning •. provided . qy 
. . paragrrpli . (2) of sp:bsection ( e) of section' 475 9f the . 

. FederaJ Internal Revenue Code of 1986,· 26 lf.S,.C. 
§475; and J ' 

,j 

i' 

, 3. A paterit or: ~opyr1glit is use~ in New Jersey to the 
extent that activities thereunder i ate carried . on i'n New 
Jersey. ' . 

. (b) 'R~ceipts fro~ royaltj~s 'derived from frac:leniarks titi-
. lized in business in New Jersey are deemed Iocat~d in New. 
Jer~e{ : . ' ; - ; . \ i ' .. . ·•·. . . . ·.. . . . . . : > 

. . . · Ex~mp,le 'J: Corporation B, is a . Delaware corporation 
having legal title '. to certain. trademarks, B licen,ses those 
· trademarks to affiliated.·entities; arid. the affiliates'pay B an 
arin's length royalty for their. use; The tradeinarks are used' .. ·. 

·· by th<affiliates within and outside New Jersey. Aflocatioil .. 
of Corporation B's. income fr.otri trirdemarkrnyalties .paid io 
it by affiliates is based. tipoi:i the.:use of tµe trademarks in: 

'~ew · Jersey by. the aJiiliates. . If Jm aff~liate · ~erierates •· JO 

· 7.55 
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percent of its sales revenue from the use of a trademark 
within New Jersey and 90 percent in other jurisdictions, 10 
percent of the royalty paid by the affiliate to Corporation B 
for that trademark is apportioned to New Jersey by Corpo-

i rationB. 

Amended by R.1997 d.429, effective October 6, 1997. 
See: 29 N.J.R. 3426(a), 29 N.J.R. 4324(a). 

Added (b). 

Statutory References 

See N.J.S.A. 54:10A-6(B)(5) as to includability of rents and royalties 
1 in computing receipts fraction. 

18:7-8.12 Other business receipts 

(a) All other business receipts earned by the taxpayer 
within New Jersey are allocable to New Jersey. Other 
business receipts include all items of income entering into 

· '. · the determination of entire net income during the year for 
which the business allocation factor is being computed and 
is not otherwise provided for in these· rules. Examples of 
such business receipts include, but are not limited to, inter-
est income, dividends, governmental subsidies or proceeds 
from sales of scrap. 

(b) For treatment of dividends see N.J.A.C. 18:7-8.7(c)2, 
Example. 

( c) For treatment of receipts from sales of capital assets, 
see N.J.A.C. 18:7-8.9. 

( d) Receipts from the sale of real property situated m 
, New Jersey are earned in New Jersey. · 

, ( e) Intangible income not apportioned by other provi-
i sions of these rules is included in the numerator of the 
1
: rece1pts fraction where the taxable situs of the intangible is 

· j in. this State. The taxable situs of • an intangible is the 
1 commercial domicile of the owner or creditor unless the 
J inUmgible has been integrated with a business carried on in 
;another state. Notwithstanding that the commercial domi-
; cile is outside this State, the taxable situs is in New Jersey to 
: the extent that the intangible has been integrated with a 
1 business carried on in this State. 

. Example: Taxpayer has its domicile outside this State. It 
'is in the business of lending money, some of which is loaned 
to New Jersey residents. Interest income recognized from 
such loans is income derived from sources within this State 
and, as such, is earned in New Jersey. That interest income 
is includable in the numerator of the· receipts fraction. 

(f) For treatment of non-operational income, see 
N.J.A.C. 18:7-8.17. 

Amended by R.1985 d.43, effective February 19, 1985. 
See: 16 N.J.R. 3420(b), 17 N.J.R 477(a). . 
Amended by R.1994 d.186, effective April 18, 1994. 
See: 26 N.J.R. 761(a), 26 N.J.R. 1696(b). 

i 
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Case Notes 
Place to or from which shipment is made is not relevant to the 

determim1tion of whether receipts must be included in. numerator· of 
receipts fraction under statute requiring inclusion of 'all other business 
receipts' earned in New Jersey in receiptsnumerafor for computation 
of corporation business tax for taxpayer which does business in New 
Jersey and maintains regular place of business in another state; issue is 
solely whether receipt was earned by taxpayer within New Jersey. 
Stryker Corporation .v. Director, Division of Taxation, 773 A.2d 674 
(2001). 

Cross References 
See subsection (g) of section 8.8 (Scope of allocable receipts) of this 

chapter as to. treatment of dividends received from subsidiaries. See 
section 8.9 (Receipts of capital assets; when includible ). of this chapter 
as to treatment of receipts of capital assets. 

· Statutory References 

See N.J.S.A. 54:10A-6(B) as to i~cludibility of all business receipts 
earned within New Jersey iri receipts fraction. 

18:7-8.13 Business allocation factor; payroll fraction 
(a) Wages, salaries and other compensation include all 

amounts paid for personal services rendered to the taxpayer, 
but do not include amounts paid of the taxpayer which do 
not have in them• the element of compensation for personal 
services actually rendered or to be rendered. 

(b) The percentage of the taxpayer's payroll allocable to 
New Jersey is determined by dividing the wages, salaries and 
other personal service compensation of the taxpayer's em-
ployees within New Jersey during the period covered by the 
return by the total· amount of compensation of· all the 
taxpayer's employees during the period. 

L All executive salaries are includible in both the 
numerator, as applicable, and the denominator. 

2. In general, a taxpayer reporting to the Division of 
Employment Security in the New Jersey Department of 
Labor must allocate to New. Jersey allwages, salaries and 
other personal service compensation, and other items 
reportable to that Division, including the portions thereof, 
in individual cases, over $6,200 for the calendar year 1978 
and $6,600 for the calendar year 1979 and for subsequent 
years the amount prescribed by the New Jersey Depart- · 
ment of Labor. (As a point of reference, such base wage 
amount for 1992 was $15,300 and for 1993 was $16,000.) 

(c) Wages, salaries and other compensation are comput-
ed on the cash or accrual basis, in· accordance with the 
method of accounting used by the taxpayer in repor_ting for 
Federal income tax purposes. 

Amended by R.1979 d.45, effective February 6, 1979. 
See: 11 N,J.R 40(d),Jl N.J.R 150(b). 
Amended by R.1994 d.186, effective April 18, 1994. 
See: 26 N.J.R761(a), 26 N.J.R. 1696(b). 

Statutory References 
See N.J.S.A. 54:10A-6(c) as to treatment of wages, salaries and other 

personal service compensation of taxpayer's employees. 
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COR,PQRATION BUSINESS TAX ACT 18:7~.18 

-18:7-8.14 ,, Definition of office~s and employees;,: -

( a) Those officers and •. e1I1ployees whose wages,' sal~ries 
and other personal -service compensation aie- ·requi.~ed to· be 
included in • the computation of the · payroll fraction of-_ the 

· business allocation_ factor-_- include _ every-iµdividual, -Officer 
and general executive officer -whose -relationship with the 
taxpayeds thatof employee' a.nd employer. • -- .. -

4.' co'ntributions are not required or paid with respect 
to such service under an unemployment compensation law 

-· ofan)'other state. ' 
,· .. ;:·:. . 

\' 
_ _ _ Statutory Referentes _ 

. - See N\J;S.A 54:lOA-'6(C) _ as to mcludibility of compensation of -_ 
: qfficers of taxp;iyer, and, 54:lOA-7, as to definition, and.:scope of 
"compensation" of offi.cei;s. - •, . . 

-(b) Gen~rhlly; th~rdationship of en:ipioyer atid emplciyee 18:7-8,16 . ;Wocatfon: Int~rriational Banking Facilities -: _ 
exists when·. tlie taxpayer 'has_- the/right tcf control -and direc::t -Any banlpng corporaticiri; having an interila.ti6nafbanldng -. 
the individual I_lOt only as to-. _the iesulf to be accc:nnplished facility, which :111aintains' a . regular ,phice of business _ ( other -
by him but -also as to the means by which such result is to he . than a statutory 'offipe) otit~ide of New:Jersey, whkh elects 
accompµshed. _ If the relationship 9f employe( and' empl?y- : to take the dedhcti6n:from, eiitife net im:qm.e prqvided b.y 
ee exists,_ the desigriation or description of the relationship, r•tJ:AC; 18:7.::5.2(a)2vii, shall complete the· alloca~fon factor 
and the -measure, method qr designation of the conipensa- - .-· under this• sµbchapter 1n -the µsual.way: · .- For•the pllrpose .of - --
tion, are_imm~teriai: '' ' ' ' allocation, ,however, -all -'aniqunts attribµtable, directly' ·or 

- - - _ ihdiredly, to iheproducti~nofthe digible}:tetilicbriie of.an 
(c) Compens~tim1 paid to· officers; suctj'.a~ ·t_he-Chairnian, - international' banking -_facility as' defined'. fu_ N.J.AC; 

President, Vice"'President, Secretary, Assistant Secretary, 18:7..,.16.1, shall be· inchidecl in' hath the. riunierator and 
Treasurer, Assistant Treasure{,: Comptroller, and ally other clenoIDinato~ of tlfe fractions '. desciibed .Ill th1s subchaptet, 
officer charged with :~d performing general exec;utiye duties whether or not<such, international banking facility income 
of-the corporation mustalso be iilcluqed. - - - - .. , - 'amounts are otherivise attributable t0 New· Jersey: -

( d) A dire~tot of . a :corporation is JlOt ·.• ah employee; (See":•-. N.J'.Ac;1s:1~i6 regar~g intem~tio~~ battlcl~~ -~ 
therefor compensation paid to directors,for ac;tiug as such · _facilities~), - -- - · 
should not be included- in either the numerator or deriomi~ , , 
nator in c~_mp_ u_ •• trng_the payr_-oU fr_ .. -.~ction. -- - - . __ \. - -_ - . R.1984 d~453; effective October 15, 1984. , . 

>< -StiitutO:cy ~eference·s . 
- See N.J,s:A. 54:loA-6(cY as to includibility of;~~ges; s~laries, and 

.other personal ,service' compensation ,of-· officers 9f taxpayef;, :_a1;1d 
54:10A~7 as to definition and scope of'.'conipensatioli'?,ofofficers i\l;ld 
employees. - - - - - - - ··- - --

-. See: 16 N:fR, 13-27(a), 16 N.J.R 2827(a). ·. . , 
- Amended by R.1994 d.186, effective April 18, 1994i _ 

See: 26 l'LJ.R. 761(a), 26 N.J.R.l696(b). -- ' ·-

- i8:7~iuf Non-ope~a~iomdlncome --• - . _ _ 
. _ . Non:operational income of taxpayers , is not s~b)ect to 
allocation but 11hall b¢ speGffically_ as~igni::ci. Om~ hundred · 

-- · · - - percent: of non-operational :1µconie from taxpayers having 
18:7-8.15 Compensation of ~fficers and employe¢s within their principal place frdm'Yhich the trade' pr ~usiness of the 

' ·, ' New Jets_ey -.· -·. ·, -.-__ . ' .· --. ·.· .. ' ,', ·-•- ._ : taxpayer is directed or managed in this State :shall he 
. ( a) Compensatjon Or officer~ .·and ,employees >within, thi~ . specifically assignecl to this ~tate, unless another state has 

State shall include the entire' ainount of wages; salaries :and . _ nexus to all of the income. - , . . 
' other personal service compensation fot services perfo~ed - '... ' > ' - '' _· ' . ' ' ' ' '' ' . I 

- · · - - - - · - 'New Rule, R.1994 d)86, effective April 18, '1994, _ 
within or botli withiiiand without thisState'if: -, · see: 26•N.J,R. 76l(a), 26.N.J.Rd696(b}: ; ,; _ .,, - -·_ . __ -.- ... 

1 -i. The serv1 __ - ·ce is-perfo_r_me_ d ent_irel_y within this Siate; ._ Special amendment; R2003 1d.135; effective February 27,, 2003 (to 
-- ,' _ el{l)ife August 26; 2003). -

or -. ))ee: 35 N.J,R 1573(a). _ -
- .- -- · - -- -- · ' -- ._ -· · · - ' - - -_ Re"'1'6te the section. - - - -- _ _ - -

', 2; The service is performed both withip_ 1 a11d without - Adopted concurteiit ameindpieht, R.2003 d.370, effe~tive August 22,' 
this State; ,but the· servi~e pe~formed Withou~ t,he, StateJs _- iqo3;: > ,_ > _ ' -_ · - - . 
incident~ to the individual's service Within th_e State. H~r.-: .See: 35 N.J,R; 1573(a), 35N.J.R,~3lO(a). . - . __ 
eiainple, ~ervice which -is -temporary ot. trruisitory in-)ia" _ .. •· ,_ Provisibns ofR,.2003 d.135 ad~pted without ~h~ge: .- . 
ture:or which consrsts bf is<>fateq transactions; -'. . 

. 3. The service is notPerformed entirely lll any state 
but some of the service is perfcinrted in this State; ,· atid 

i. The bas~ of Openitici~s, or, if there Is no hase. of ' 
operations, then the ' place from which the ·service ,:is 

Law Revie#s and· Jo~mal' Commentaries . 
_ Unitary Tiµrati~nin Ne; Jers~y. Johri, Mackay M~tii~ri 28 Seto( 

Hall L. Rey;)62 (1997). 
' .. ' ,: , . , . ' 

18:7-,-8.18 ,(Reservec:J) .. 

. .t . cfuectid or controlled, is in this State,r ot . -
ii. - The base of_ 6p~riltio~s or place from wlrich the : _ -,, 

_ service is directed. or controlled is_ - not in any· ~tate ip. - · •. ·. · - - - · - · · 'SUBCHAPTER9. _ -(RE_ S_ ERVED __ -- )- -which some part of t])e. service is pel:'fqrmed, but the , · 
individ~al's residence is in this State;;'' ' Repealed by R.f979 d.45, effe~tive/Feb~uary 6, 197i ' 

.... ' .. - ' . 
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18:7-8.18 

See: 11 N.J.R. 40( d), 11 N.J.R. 150(b ). 
Formerly "Assets Allocation Factor". 

SUBCHAPTER 10. SECTION 8 ADJUSTMENTS 

18:7-10.1 Discretionary adjustments of business allocation 
factor by Direcfor · 1 

(a) Generally, the allocation formula described in this 
chapter win result in a fair apportionment of the taxpayer's 
net worth and 1;1et income within and without New Jersey. 
However, experience in this and other states which impose 
similar franchise taxes has shown that due to the nature of 
certain businesses the formula may work hardships in some 
cases, and not do justice either to the taxpayer or the State. 

I. Accordingly, provision is made in such cases for the Di-
rector to use some other formula which will more· accurately 

1 reflect the business activity within New Jersey. 

(b) Section 8 of the Act provides that where it shall 
' appear to the Director that the business allocation factor, 

determined pursuant to Section 6 of the Act, does not 
properly reflect the activity, business, receipts, capital, entire 
net worth or entire net income of a taxpayer reasonably 
attributable to New Jersey, he may in his discretion adjust 
the business allocation factor by: · 

1. Excluding one or more of the fractions therein; 

2. Including one or more other elements, such as 
expenses, purchases, contract values, (minus subcontract 
values); 
l 

3. Excluding one or more assets in computing entire 
net worth; 

4. Excluding one or more assets in computing an 
allocation factor; or 

5. Applying any other similar 9r different method 
calculated to effect a fair and proper allocation of the 
entire net income and the entire net worth reasonably 
attributable to the Sta{e. 

( c) Adjustment of the business allocat.ion factor may be 
· made by the Director upon his own initiative or upon 
request of a taxpayer. 

1. No taxpayer may vary the regular statutory formula 
without the prior consent of the Director. 

2. A taxpayer making application for an adjustment of 
its business allocation factor must file its return and 

l 

compute and pay its tax in accordance with the regular 
statutory formula. 

1 Supp. 9-15-03 
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3. The taxpayer must also• attach a rider to the return 
with a Form A-3730 setting forth in full the data on 
which its application is. based, together with a computa-
tion of the amount of tax which would be due under the 
proposed method. 

Amended by R.1989 d.508, effective October 2, 1989. 
See: 21 N.J.R. 1503(b), 21 N.J.R. 3177(a). 

Addition of form number to requirements at (c)3. 

Statutory References 

See N.J.S.A. 54:lOA-8 as to right of Director to readjust taxpayer's 
business allocation factor when he believes it to be inaccurate. 

Case Notes 

Three-factor formula would be used in determining fairness of 
Directorcs adjustment of allocation of corporate income. Hes~ Realty 
Corp. v. Director, Div. of Taxation, New Jersey Dept: of Treasury, 10 
N.J.Tax 63 (1988). 

Statutory ,three-factor formula was applicable when evaluating alloca-
tion where 'corporation received partial credit for taxes paid to other 
states. Bess Realty Corp. v. Director, Div. of Taxation, New Jersey 
Dept. of Treasury, 10 N.J.Tax 63 (1988). 

Failure to permit allocation to New Jersey corporation which owned 
rental property in Connecticut but had no regular employees working 
outside New Jersey held neither contrary to the scheme of the Business 
Tax Act, a burden on interstate commerce nor double taxation. S.M.Z. 
Corp. v. Director, Div. of Taxation, 5 N.J.Tax 232 (Tax Ct.1982), 
reversr;:d and remanded 193 NJ.Super. 305, 473. A.2d 982 (App.Div. 
1984). 

18:7-10:2 through 18:7-10.3 (Reserved) 

SUBCHAPTER 11. RETURNS 

18:7-11.1 Returns; corporations required to file 

(a) Returns are required to be filed annually by the 
following: 

1. Every corporation subject to tax, regardless of the 
amount of its entire net income. (See N.J.A.C. 18:7-1.6, 
Taxable status; how created.) 

' 2. Every receiver, referee, trustee, assignee or other 
fiduciary, or any officer or agent appointed by any court 
to conduct the business or conserve the assets of any 
corporation subject to tax under the Act. 

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

Statutory References 
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See N.J.S.A. 54:l0A-2 as to those corporations deemed liable to tax 
under the Act; 54:lOA-4 as to definition of "corporation" and of 
"taxpayer", and 54:lOA-11 'as to receivers and others conducting the 
business of a corporate.taxpayi::r who are subject to tax under the Act: 
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' 
18:7-11.2 Returns where Federal netincome is changed 

If the amount of the Federal net income of any taxpayer 
is changed or corrected by a final determination of the 
Commissioner of Internal Rev~nue or other officer of the 
United States or other competent authority, or if a renegoti-
ation of a contract or subcontract with the United States · 
results in \a change in said net income, or where a recovery 
of a war loss results in a computation or reconiputation of 
any tax imposed by the United States, the taxpayer is 
required to report its changed or corrected net income or 
the . results of. renegotiation and to concede its accuracy or 
state where it is erroneous. 

Statutory References 
See N.J.S.A. 54:l0A-13. taxpayer report arty change correction,! or 

recompu~ation of its amount of Fedfrally.t<!)(able income to _New Jersey· 
Corporat10n Tax Bureau. ' · 

18:7-11.3 Effect of deficiency notice 
(a) Any deficiency notice (including a notice issubd pur-

suant to a waiver filed by a taxpayer) pursuant to the 
provisions of the Internal Revenue Codeis a final determi-
nation unless a timely petition to redetermine the· deficiency 
is filed in the Tax Courtofthe United States, in which event 
the judgment of the court of last resort affirmfng the 
deficiency, or the redetermination of the deficiency pursua11t 
to the judgment of the court of last resort, is the final 
determination., · 

(b) The allowance by the Commissioner of Internal Reve-
. nue of a refund of any part of the tax shown on the 
'taxpayer's return or of any: deficiency thereafter, assessed, 
whether the refund is mqde on the Coinmissidrier's own 
motion or pursuant to judgment of a court, is also a fi11al 
determination."' 

l 
' . 

( c) A taxpayer who for any reason accepts any portion of 
a deficiency (including a notice issued pursuant to a waiver 
filed by a taxpayer) made pursuant to the provisions of the. 
Internal _Revenue Code is required to report that portion- of 
the deficiency accepter:l within 90. days in accordance with 
N.J.A.C. 18:7-11.8 and N.J.S.A. 54:lOA-13. . . 

( d) Only the portion of any deficiency (including a notice 
)ssued pursuant to a waiver filed by a taxpayer) made 
pursuant, to · the provisions of the Internal Reveµue Code 
that is the subject ofa timely petition for redetermination in 
the Tax Court of the.United States may delay the reporting 
requirements set forth in N.J.A.C. 18:7-11.8 and then only 
to the extent permitted by (a) above. · · 

Next Page' is 7-61 

18:7-11.4 

. Example: The Internal Revenue Service redetermined 
the1 net inc:ome of a taxpayer's 1983 tax ieturn based ,on 
three separate · issues, . A, · B and C. These. three issues 
resulted in increases in netincome for New Jersey purposes 
of $5,000, $30,000 and $110,000 respectively .. The taxpayer 
a,ccepted Issue A resulting in a $5,00Q increase in income for 
New Jersey purposes and requested a .hearing . before thf 
I_RS on Issues B and C. The taxpayer has 90 days from th~ 
issuance of the .. deficiency to report Issue Ato the Division 
of Taxation. · 

Six months later, the IRS issues a determination that it 
· intends· to hold to the entire. amount represented· by Issues 
B · and C. The taxpayer accepts. the determination on Issue 
B, but appeals Issue C to the Tax Coud of the United 
States. The taxpayer has 90 days from the jssuance of the 

)RS determination to report the $30;ooo increase in net 
income represented by Issue;B to the Division. 

One year later, the Tax Court issues an unfavorable 
decision to the taxpayer on Issue C. The taxpayer accepts 
the verdict and decides not to appeal the issue any furtheL 
The $110,000 represep.ted by Issue. C must _be reported to 
the Diyision within 90 days of the cou,rt decision. 

Amended by R.1979 d.45, effe~tive February 6, 1979; 
. See: 11 N.J,R. 40(d), 11 tU.R. 150(b ); 
Amended by R.1990 d.102, effective February 5, 1990. 
See: 21 N.J:R. 3079(a), 22 N,J.R. 363(b). 

Added subsections (c) and (d) artd example. 

Statutory References 

See N,J.SA- 54:lOA-13 as to requirement that taxpayer report a~y 
change.of',amendment in his!federally taxed net income to Division of 
Taxation, · · ' · 

18:7--11;4 Amended return ' . 

Any taxpayer filing an amended return with the United 
States Treasury Department shall also file an amended 

. return with the Division . of Taxation.. See N.J.A.C. 
18:7-11.8. 

Amended by R.1979 d.45, effective February 6, 1979. 
See: lLN.J.R. 40(d), llN.J.R. 150(b). 
Amended by R.1994 d.186, effective April 18, 1994. 

. See: 26 N.J.R.- 761(a), 26 N.J.R. 1696(b). 

Statutory References 

SeeN.J.S.A. 54:l0A-13 to requirement that taxpayer r1;:port any 
amended return for his Federally taxable net income to New Jersey 
Division of Taxation. · 

Supp. 9-15-03 
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11. The Director does not undertake to approve or 
disapprove the specific writing medium or style of writing 
to be used, but requires that the filled-in information on 
the reproduced form be of good quality black-on-white 
with hand writing ofsatisfactory legibility; 

Amended by R1979 d.45, effective February 6, 1979. · 
See: 11 N.J.R. 40(d), llN,J.R. 150(b). 
Amended by R.1994 d.186, effective April 18, 1994. 
See: 26.N.J.R. 761(a), 26 N.J.R. 1696(b). 

Statutory References 

See N.J.S.A. 54:l0A-1.8 as to authority of Director to design tax 
return forms and determine the information to be. required thereon. 

18:7-12.1 

18:7-11.19 through 18:7-11.21 (Reserved) 

SUBCHAPTER 12. SHORT PERIOD RETURN 

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

each fiscal or calendar accounting period or part thereof 
during which it has or had a taxable status in New Jersey. 
In certain cases, the taxpayer will be required to file a return 
covering an accounting period ofless 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: 

Next Page is 7-67 7-66.1 Supp. 9-15-03 
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1. A newly organized corporation whose first account-
ing period established for Federal income tax purposes is 
less than 12 months; 

2. A foreign corporation which acquires a taxable sta- · 
tus in New Jersey subsequent to the commencement of its 

. Federal accounting period, and whose first New Jersey 
Corporation Business Tax return embraces a period less 
than the accounting period reported upon the Federal 
income tax purposes; 

3. Corporations which dissolve, merge, consolidate, 
withdraw, surrender or otherwise cease to have a taxable 
status in New Jersey prior to the close of a full twelve 
months accounting period; 

4. A corporation which changes its accounting period. 

( c) In general, short period returns are not required from 
a corporation that remains a New Jersey C corporation for 
the full year. 

Example 1: If a corporation, that at all times during the 
year was a New Jersey C corporation, ceases being an S 
corporation for Federal purposes during the year, and at all 
times retains its independent existence, it shall file one New 
Jersey return CBT-100 for the year, and attach copies of the 
two Federal returns for its Federal short periods. 

Example 2: The target corporation in an IRC 338(h)(10) 
reorganization shall file two short period returns. The first 
short period return covers the period from the beginning of 
its tax year through and including the date of acquisition. 
Any gain or loss from the transaction is recognized on this 
return. The second short period return covers the period 
starting the day after the acquisition through the· 1ast day of 
the new Federal year end. Such period would reflect the 
new basis of its assets. 

( d) If a corporation ceases to exist as the result of an 
action such as a merger or if its New Jersey S status 
terminates, for example, the short period return for the 
disappearing corporation or corporation losing its New Jer-
sey S status would be due on the 15th day of the 4th month 
after the close of the short year ending on the date of the 
merger or on the day before the S corporation disqualifying 
event. 

Example: A corporation had been granted New Jersey S 
status for the period beginning January 1, 1998. The elec-
tion terminated on April 6, 1998 due to merger. The due 
date for the return for the short period January 1, 1998 to 
April 6, 1998 (that is, through the close of business on the 
date that the merger occurs) is August 15, 1998 which is the 
15th day of the 4th month after the close of the period. An 
automatic six-month extension of the time to file the 
CBT-lOOS is available by making a tentative return and 
paying the tentative tax on form CBT-200T by August 15, 
1998. 

Amended by R.1991d.35, effective January 22, 199L 
See:. 22 N.J.R. 2125(a), 23 N.J.R. 221(a). 

Added (c). 
Amended by R.1994 d.186, effective April 18, 1994. 
See: 26 N.J.R. 761(a), 26 N.J.R. 1696(b). 
Amended by R.1999 d.116, effective April 5, 1999. 
See: 31 N.J.R. 266(b), 31 N.J.R. 893(a). 

Rewrote (c); and added (d) . 

Cross References 

18:7-12.2 

As to the requirements which must be met in order. to obtain a 
change in accounting period, see Change of accounting period, N.J.A.C. 
18:7-11.5. 

Statutory References 
See N.J.S.A..54:lOA-4 as to definition of "fiscal year" and "privilege 

period"; J0A-17 as .to right of Director to .independently determine 
entire net worth and entire net income when the period covered by the 
taxpayer's report is other than that covered by his Federal income tax 
report or when it is a short period. 

Case Notes 
Taxpayer that separated from consolidated group was not required to 

file short-term returns. Drake Bakeries, Inc. v. Taxation Div. Director, 
12 N.J.Tax172 (1991) returns. 

18:7-12.2 Short period returns; proration procedures 
(a) Where a short period return is required, the entire 

net income is permitted to be prorated as follows: 

1. For any short period return, the minimum tax for a 
New Jersey corporation and for a foreign corporation may 
not be prorated and at least the proper minimum tax 
amount must be paid. 

2. With respect to net income, a domestic corporation 
filing a short period return shall not be entitled to prorate 
its adjusted net income. A foreign corporation whose 
short period return under the Act covers · a period other 
than the accounting period reported upon for Federal 
income tax purposes, may prorate its adjusted entire net 
income by dividing its adjusted entire net income by the 
number of calendar months or parts thereof covered by 
the Federal Income Tax Return and multiplying the result 
by the number of calendar months or parts thereof cov-. 
ered by the short period return. A part of a month shall . 
be deemed to be a month. · 

3. With respect to net income, a foreign corporation 
whose short period return under the Act covers the same 
period as the accounting period reported upon for Feder-
al income tax purposes shall .not be entitled to prorate its 
adjusted entire net income. 

4. Where a taxpayer is entitled and elected to allocate 
less than the full amount of its entire net income to New 
Jersey the allocation factors must reflect, both in the 
numerator and denominator, only the period covered by 
the short period return. For treatment of allocation on a 
short period return, see N.J.A.C. 18:7-12.3: 

Amended by R.1979 d.45, effective February 6, 1979. 
See: 11 N.J.R. 40(d), 11 N.J.R. 150(b). 

7-67 Supp. 4-5-99 



18:7-12.2 

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

Statutory References 
See N.J.S.A. 54:lOA-2 as to requirement to file a return under Act 

for each year taxpayer holds franchise; 10-4 as to definition of 
allocation factor, net worth, and net income; lOA-5 as to how taxpayer 
shall compute the amount of tax payable; · lOA-6 as to how taxpayer 
maintaining place of business outside New Jersey shall compute his 
entire net income and entire net worth; lOA-15 as to fiscal or calendar 
accounting periods required; and lOA-17 as to right of Director to 
independently determine entire net worth and entire net income of 
taxpayer making short period report. 

18:7-12.3 Short period returns; allocation 
(a) In the case of a taxpayer entitled and electing to 

allocate less than the full amount of its entire net income to 
New Jersey, the applicable allocation factors must reflect, 
both in the numerator and denominator, only the period 
covered by the short period return. 

(b) In that case, the allocation factors shall be applied to 
entire net income only after such entire net income shall 
have been prorated as indicated in N.J.A.C. 18:7-12.2. 

( c) A taxpayer filing a one-day return reoognizing gain on 
a step up in the basis cif its assets would use a business 
allocation factor which would be based upon the. property 
fraction (reflecting the location of the assets) and the re-
ceipts fraction (sourced to the location of the assets). 
There would be no payroll fraGtion for the short one-day 

. period. 

Amended by R.1991 d.35, effective January 22, 1991. 
See: 22 N:J.R. 2125(a), 23 N.J.R. 221(a). 

Added (c). 
Amended by R.1994 d.186, effective April 18, 1994 .. 
See: 26 N.J.R. 761(a), 26 N.J.R 1696(b). 

Statutory References 
See N.J.S.A. 54:lOA-6 as to how taxpayer maintaining regular place 

i of business outside New Jersey shall compute his entire net income, 
entire net worth, and lOA-17 as to right of Director to independently 
determine entire net income, entire net worth of taxpayer making short 
period return. 

, 18:7-12.4 (Reserved) 

SUBCHAPTER 13. ASSESSMENT, PAYMENTS, 
REFUNDS, LIEN 

18:7-13.1 Assessment and reassessment 
(a) On its return, the taxpayer must compute the amount 

, of tax payable urider the law and must remit the amount of 
the indicated tax. 

1. The Director shall cause the return to be examined 
and shall make any audit or investigation or reaudit he 
may deem necessary; 

Supp. 4-5-99 
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2. If the Director determiries that there is a deficiency 
with respect to payment of any tax due. under the Act, he 
shall assess or reassess the additional taxes, penalties and 
interest due the State, give notice of such assessment or 
reassessment to the taxpayer, and make demand upon it 
for payment; 

3. There shall be added to the amount of any defi-
ciency assessment or reassessment, interest at the rate of 
one and one-half percent per month or fraction thereof to 
be calculated from the date the tax was originally due and 
payable until December 8, 1987. On and after December 
9, 1987, interest shall be calculated at the annual rate of 
five percentage points above the prime rate, compounded 
daily until the date of actual payment. On and after July 
1, 1993, iU:terest shall be calculated 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. 

4. If the failure to pay tax when due is explained to 
the satisfaction of the Director, the Director may abate 
the payment of any interest charge in excess of the annual 
rate of three percentage points above the prime rate. 

(b) For tax liabilities accruing prior to July 1, 1993, the 
Director may assess an additional tax at any time within five 
years from the date of the filing of the return or amended 
return. Any unexpired fifth year of the five year period of 
limitations remaining in effect on July 1, 1993 shall continue 
to be in full force and effect. For tax liabilities accruing on 
and after July 1, 1993, the Director may assess an additional 
tax at any time within four years from the date of the filing 
of the .return or amended return. 

l. In the case of a false or fraudulent return with 
intent to evade the tax, the Director may assess the tax at 
any time. 

2. Where no return has been filed as provided by law, 
the Director may make an estimate of the tax and assess 
the same at any time. 

' 3. For tax liabilities accruing prior to July 1, 1993, 
where a return is filed before or after the due date 
prescribed in the statute, the Director may assess an 
additional tax, recompute and reassess the tax at any time 
within five years from the due date of the return, or from 
the date of filing of the return or amended return, 
whichever is later. For tax liabilities accruing on and 
after July 1, 1993, the period to assess additional tax is 
four years. 

( c) Where, before the expiration of the period prescribed 
by law for the assessment of any additional tax, a taxpayer 
has consented in writing that such period may be extended, 
the amount of any additional tax due may be determined at 
any time within the extended period. The period so extend-
ed may be further extended by subsequent consents in 
writing made before the expiration of the extended period. 
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(b) The Secretary of State may for go~cl cause shown to 
him, give further time for the payment of suchtaxinwhich 0. · •.·. · case a certificateshaH be filed by the Secretary of State in 

. .·· . the office of the Director, stating the reasons .for granting an 
extension. 

Statutory References 
See N.J.S.A. 54:11-1 as to voiding charter of corporation for.delin-, 

quent taxes. · · · · 

18:7-14.6,. Forfeiture of charter; proce~ure .. 
• I / 

(a) On or before the first Monday in January of each 
year the Director is required to report to the Secretary of 
State .a list of all corporaticms which for two years next 
preceding .the report have failed to pay the taxes assessed 
against them . under the Corporntion Business .· Tax Act. 

(b) The Secretary ofStateshall then issuea proclamation 
declaring that the charters of these . corporations are re-
pealed, and all powers previously conferred by law upon 
them are inoperative and void. · 

. Statutory References . 
See N.J.S.A. 54:11~2 as to duty of Director to report all corporations 

who. have been for two years · delinquent to the Secretary of State for 
· forfeiture of charter. · 

18:7-14.7 (Reserved} 
' . ' . ' 

Amended by R.1979d.45, effective February 6, 1979. 
See: 11 N.J.R. 40(d), 11 N.J.R. 150(b). 
Amended by R,1988 d.407, effective September 6, 1988. 
See: 19N.J;R. 2255(b), 20 N.J.R. 2310(c). .. , · .. 

Substituted "crime of the fourth degree" for "misdemeanor". 
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 "~cting under voided charter a crime of the fourth 

degree". · 

18:7-14.8 Reinstatement of voided domestic corporation; 
condition~·warranting 

' ' . 

(a) If the charter of a. corporation organized under any 
law of this State.becomes inoperative or void by proclama-
tion of the Governor or the Secretary of State cir by 
operation of law for nonpayment of taxes,the Secretary of 
State may, with . the advice, of. the Attorney General, upon 

· payment by the corporation to the Secretary of State of 
whatever smn in lieu of taxes artd penalties as to them may 
seem reasonable, but in no case less than the · fees required 
upon the.filing· of the original certificate of· incorporation, 
permit the corporation to be reinstated and entitled to all its . · 
franchise and privileges. · 

• • • • J 

(b) Upon .payment the Secretary of State shall issue his 
certificate entitling the. corporation . to continue its business · 
and franchises. 

. Statutory· References 

See N.J.S.A. .54:11-5 as to tight of Secretary of State to reinst~te 
corporate chart~r upon, payment of delinquent taxes, should he see fit 

18:7-,-14.11 

18:7-14.9 · R.einstatementof voided domestic corporation; 
procedure 

( a) The administrative proce~ure for reinstatement re-
quires .that a voided corporation mu,st file returns without 
remittance with the Division of Taxat1on covering the period . 
or periodswhich have elapsed since the period covered by 
the last return filed by it, 

(b) At the same time, an application for reinstatement is 
filed with the Attorney General's office. Upon audit of the 
retur:ns, the Division· of Taxation. advises the Attorney Gen- .. 
eral's office of the amount due. 

Amended by R.1979 cl.45, effective Febniary 6, 19~9. 
See: 11 N.J.R. 40(d), llN.J.R. 150(b). . 

. . . . . : Statutory References ·.· . 

\ See N.J.S.A 54:ll-'5 as to minimum payments taxpay~r shall b~ 
required to make in order to have charter reinstated. · 

. . ../ ( 

. . . ' . . . 

18:7;.,,14.10 Revocation of authority offoreig1Horporation 
to do business in New Jersey 
- < . . ! • _., • 

(a) In the event of failure or neglect oft any taxpayer 
which is a foreign corporation to pay the tax imposed by the 
Corporation Business Tax Act on or before the first day of 

. December in each ,year. · 

1. Immediate notice thereof may be given by the 
Directqr to the Secretary of State; . 

. : ' __ , . '\ '_... ,.- :.. . 

2. The Secretary shall revoke tlie certificate of author-
ity of said corporation to do business in the State of New 

. . Jersey; \ '· ·. 
. . . ' . . 

3. · Notice of revocation shall, be given by the Secretary 
of State to the corppration affected; 

. 4. Thereafter that corporation, so far as the further 
transaction. of business 'in the State of New Jersey is 

' concemecj., shall be in the same condition as if no certifi-
cate of · authority had ever been issued to it by the 
Secretary ofState. · 

(b) Remedies provided by the Act for th~/collection of 
the tax and interest and· penalties . shall remain unimpaired. 

Statutory References 

See NJ.SA. 54:l0A-21 as to revocation of certificate of authority to, ·. 
· do business of a foreign corporation to pay tax under the .. Act· 

18:7-14.11 New certificate of authority for a foreign 
corporation .. 

(a) After the revocation of a certificate of authority of a 
foreign corporation for nonpayment of tax, no new certifi-
cate shall be issued by the Secretary of Strite to the default-
ing corporation until all assessments imposed under the Act 
and remaining unpaid, together/ with penalties, interest · and 
any costs that . may have be~n accrued . have been paid. 

7-75 Supp. 12-18-95 
/ 



, ,, / . - , ' I 

(b) It is important to note that the certificate of the 
Director, evidencing payment of all taxes, interest and pen-
alties, is a: prerequis~te to obtaining a ne/w certificate of 
authority. 

Statutory Refereµces 
See NJ.S.A. 54:lOA.:..21 as tn authority of Secretary of State to issue 

new certificate. upon payment of delinquent taJ(es ·by· foreign corporn-
tion. · · · \... · · 

18:7-14.12 PersoqalliabHity of <>fficers. or directors for 
unpaid .taxes . 

. (a) Any officefor 1irector of any corporation who shall 
' 1:i~ instrumental.in the following corporate violations shalLbe 

personally liable for payment of that corporation's unpaid 
taxes, fees, penalties alld interest: · · 

L Vi~lating N.J.S.A, 54:50-13 (which provides fqr the 
payment of · all State taxes including the Corporat~on 
Business Tax,. as well as fees,, interest and penalties prior 
.to merger, .consolidation, dissolution or parti~l or coin-
plete liquidation), or · 

. 2; Filing any certification under N;J.S.A. 54:50-15c.(2) 
. (which represents that the corporation making certain 
undertakings has .a net worth ten thnes · the amount of 
certain taxes paid by another porp,oration:) which is mate-. 
rially false. 

(b) The arnount,of such personal liability shalLbe recov-
, erable by the State in any court of comp~tent juris~iction 

and the Director shall have such additional remedies for .the 
· enf9rcement and collection of such personalliability as may 

be available undet any law of this State. 
, ,_ \ , ·, -

. Amendedby R.1985 d'.383, effective ~ugust 5, 1985. 
See: 17N.J.R.125i(b),l7 N.J.R. 1909(a). 

(a)l and (a)2 added. .. .. 
Amended by R.1994 d,186, effective April18, 1994. 
See: 26 N.J.R: 761(a), 26 NlR. 1696(b). 

Statutory References 
See N.J.S.A 54:50-18 as to conditions creating personal liability of 

corporation officials for unpaid taxes. 

, 18:7-14.13 througli 18:7:'.'.14:16 {Re~erved) 
R~pealed by R1988 d.407, effective September 6, 1988. 
See:. 19,N.J.R 2255(b), 20 N.J.R. 2310(c). . .· .· 

,. Sections repealed'14.13 Criminal penalties for failure to file; filing of 
false 6r fraudulent retJJm; 14.14.False swearing; 14.15 Certainofferises. 

. deemed·· occurring in.· .Director's office; Prima Facie evidence; and 
14.16 False or fraudulent books, records or accounts. 

18~7-14.17 Tax Clearance Certificate 
(a) This section dflscribes certain actions and certain 

transactions by corporations which .require the prior issu-
ance of a Tax Clearance Certificate by the Director of the 
rnvision of Taxation as eviqence thaLall State taxes, penal-
ties, interest a.nd .fees have been paid or. provided for in 
order) to avoid ,a. . transferee JiabHity\to certain officers and 
directors. · 

DJ!:PT. OF TREASURY-,-;;-TAXATION 

(b) The . following·. words . and tetms, when usecl in .. this 
section, · have the following meanings (unless . the context 
clearlyindicates otherwise): . 

· 'fAuthorized foreign corpbration'' means· a co,rporation. 
holding a general Certificate of Authority to do busiri.ess in 
New Jersey issued by.the Secretary of State to the.exclusion 
of 1any other authority, liceiise or rightderive~ from any 
other source. ·· · · 

":Certification" means a writing on behalf of a corporation 
mai:,:ing an undertaking executed under oath of its president, 
vice· president or treasurer 'which represents· that the. corpo-
ration making the . undertaking has· a net worth not less than 
ten: times the . amount of all taxes paid by a corporation 
applying for Tax Clearance Certificate during the last 
complete year in which itfiled tax returns witl:l the State of 
New Jersey. Net worth, for this purpose, 1 is net worth 
defiµed •in the conventional accounting serise determined · 
con~istent.with generatly accepted accounting principles and . 
nodas defined at Sectfon 4( d) of the Corporation Business 

·. Tax:Actnor at N.J.A.C:::. 18:7-4.1. · 
,- ., . . ' ', . 

"l)irector'~ means the Director · of tht: Division of Taxa-
tion1 

"Qomestic corporation'' means . a corporation which re-
ceived its charter under any law of the State of New Jersey. .. . .. ' ... 

' 

''Eoreign corporation" means any corporation other than 
a dbJllestic corporation which js subject Jo taxes. The Jerm 

• inclucles entities which are taxable as such, as well as any 
1 entify obligated to .withhold personal income taxes or to 
. collect sales and use tax. 

'I .,_ ' . . - ' ' _I 

"Liquidation"··means ariy distribution by a corporation to 
. . its shareholders with respebt to.• .. its capital stock . except 

divid~nd distributions out of retained ea~nings,. ' 

"T;:ixes;i means all t~es, fees, penalties and interest owing 
under any tax law of 'the State of New Jersey which are 
payabl~ to or collectible by the Director. 

"Undertaking" means a writing by a domesticcorporation . 
or by· .. an authorized foreign. corporation executed under 

~\ another on its behalf by its .. president, vice presiden{ or 
t~eas11rer which undertakrs, as surety and not as guarantor, 
to payall taxes of a corporation applying for a Tax Clear- . 
ance :Certificate on or before the. date such taj(es are 
payable. Where more than cine ·corporation·undertakes to 

. pay St)Ch taxes, it must be jointly and severally undertaken. 

. (c) 1A corporation may, merge under the laws of New 
Jersey, or any other jurisdiction without applying · for a . Tax 
Clearance Certificate only where the survivor is a domestic 
corpo~ation Of· an· authorized foreign corporati(?n. 
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( d) No corporation may eitherdistribute any ofits assets 
. in dissolution m in partial or . completeJiquidi:1.Hon; . or 
merg,e or consolidate, under the laws of any jurisdiction, 
into a foreign corporation which is riot.an <ictthoriz;edforeign 
corporation; and no domestic corporation may dissolve, and 
no authorized foreign corporation may withdraw . as an 
authorized corporation ( except only where.· that withdrawal . 
is affected 1:Jy its merger or consolidation under the laws of 
·another· stat~.into a domestk corporntion or. into; another 
foreign corporation.which, itself, is an authorized corporas 
tion), unless it shaU have applied for and. received a tax 
Clearance Certificate from the· Director which is · dated . not · 
earlier than 45' days· prior to the effoct:ive date of the 
corporate action or transaction described. 

( e) The Tax Clearance .Certificate is issued by the Di-
rector upon application in good form which is· accompanied . 
by a statutory fee of $25.00. The Certificate is dated and it 
voids and becomes a nullity46 days after that date. The 
Certificate is evidence .that the corporation businesstaxes 
have been paid or provided for only during the· 45-day 
period succeeding its issue. 

(f) A Tax• Clearance Certificate may be issued under\ny 
one ofthree Conditions: · 

1. . Where an amount is deposited or paicj. · on account 
which, in the judgement of the Director, is.· a·dequate to 
cover estimated taxes up to the date·. of the relevant 
corporation action. The amount which. is deemed tobe 
adequate. is described in the instruction ~heet cJ.C~oro'pany-
ing the estimated summary tax return to beJiled with the 
application; or · · ' · 

2. · Where the application is accomp;nied by a written 
undertaking and a, certification; . or 

3. Solely in the case where: 

i. A domestic· corporation intends to . dissolve or 
where any corporation proposes to distribute any of its 
assets in dissolution or in partial or complete liqui-
dation, and · · 

ii. The application is accompanied by. a written 
undertaking by the corporation or corporations which 
either own 50 percent or more of all classes of the 
applicant corporation's capital stock, ot are a party 
together. with the applicant .. corporation in the type of . 
reorganization described at Section 368(a)(1)(C) of the 
Federal Intern'!l Revenue Codf:, and .the application is 
accompanied by a legal opinion signed by an attorney 
at law of the State of New Jersey who states that he or 
she is famili<):r with the facts of the transaction tn the 
effect thllt all of the above requirements are . met. 

(g) The Director may require as a condition;of issting 
ariy Tax Clearance Certificate evidence by . affidavit, or by 
any means that seems to him or her appropriate, that any 
foreign · corporation . which is ·. not an authorized foreign 
corporation and which is a party·. to the transaction· c~using 

! 

18:7-14.18 

any corporation to seek a Tax Clearance Certificate has, 
itself, paid all taxes which.it 'owes. 

· Example:, A foreign corporation which is not Sllbject to 
thei corporation .· business tax . or . any property tax in . New 

· Jersey may be obligated to withhold. personal income taxes 
or to. remit. sales and U:se tax. Such. ta~es ·. must be paid 
whether or not withheld from f:mployees or charged to 
c;:ustomers. · 

(h) The Director may, whenever necessary to properly 
reflect the entire net·income of any taxpayer, determine the 
year .of ...• period in which· "u1y item •. ofjncome or deduction 
s.hall be included, without being iimited to the metho.d of 
accounting employed by the taxpayer. · 

Example: Aforeign corporation sold a piece of property . 
located in this State at'a substantial gain that it has elected 
to report on the installment method of accguptipg for 
Federalincome tax pµrposes. Before it ha,s recognized all 
of the gain on this• sale, •it ·withdraws from the···State and . 
cancels its certificate of authority todo business. . 

I (i) In order. properly to reflect the entire net incomeof 
the taxpayer, .the Director may includealltl;ie unrecognized1. 
gain on the taxpayer's final returµ, . notwithstanding any 
inconsistency in the timing <;>f income for Federal and State 
tax purposes. · 

. Repealed by R.1979 d:45, effective February 6, 1979 . 
See: 11 N.J.R.40(d), 11 r.J.R.150(b). 
New Rule, R1985 d.383, effective August 5,1985. 
See: 17 N.J.R.1252(b), 17 N.J.R. l909(a) .. 1 

Amended by R.1988 dA07, effectivelseptember 6, 1988. · 
See: 19 N.J;R. 2255(b), 20 N.J,R. 231Q(c). · 

Statutory fye raised from "$10.()0" to "$25.00". 
Amended by R.1992 d.231, effective June 1,1992; 
See:. 24 N.J.R. 1522(a), 24 N.J.R 2074(c); 
• Revised (g); added (h) and (i). . . . . 
Amended by R.1994 d.186, effective April 18, 1994'. 
See: 26 N.J.R. 761(a); 26 N;J.R. 1696(b). 

18:7-14:18 Actions 11ot requiring the priotissuance of a 
Tax Clearance Certificate 

(a) A corporation may •~erge under the laws of New 
Jersey ()r any other jurisdiction without applying for a Tax 
Clearance Certificate bnly where the Su~~vor is a .domestic 

. corporation or an authorized.foreign corporation. 

(b)A corporatedissolution before comIIlepcing b~siness 
may be made without applying for a Tax· Clearance Certifi- · 
cate pursuant to N.J,S.A. 14A:H-:.Z($). · 

(c) A dissolution. 6f a corporation without lssets may be. 
made without applying for a Tax Cleiuance Certificate 
pursuaritto N.J.S.A. 14A:12-4:1(3) .. 

Repealed.by R.1979 d.45, effective February 6, 1979. 
See: H N.J.R. 40(d), H N.J.R. 150(b). 
New Rule, R.1985 d.383,.effectiveAuglist 5, 1985. 
See: .17 N.J.R. 1252(b), l7N.J.R. 1909(a) .. 
Amended by R1989 d.196, effective April 17, 1989. 

.. See: 21 N.I,R. 14(a),21 N.J.R.1019(b). 



, Added (b ), corpor;te dissolution, before c;ommencing business and . 
(c ), dissolution ofa corporation without assets, 

Actions and transactions requiring the priot 
issuance .ofa'fax Clearance Certificatein ·. 
order to, avoid, i personal liability tocertain 

,· officers and directors ' ' ' ' ' ' . ' ' . ' - . 
, ' ... - ,· .. 

No corporation may either distribute anyof its assets in 
dissolution or in partial o;r colllplete liquidation, or consoli~ 
date withanothe~ corporation to form a new corporation or 
merge into a foreign.corporation which is an.unauthorized 
foreign corporation, ancl no domestic corponttioti JTiay dis-

. solw (except as may be provided by la'N), and no authorized 
foreign corpmaticm maywithdraw·its a11thorJty to do busi-
ness in New Jersey, unless it shall have applied for and 
rec.eived a Tax Clearance Certificate from the. Director. .. . - - . I - - . : , . 

i . ' • ···.·. .·. ' 
: Repealed by R1979d.45, effective February 6,J979, 
i See: 11 N,J,R40(d), llN,JJ,~. 150(b). . . 
j Ne\¥ Rul~>R.1985, d.383, effective August 5,1985,' 
See: 17 N.lR' 1252(b),l7N.JJt. 1909(11), 

J Amendedby R1989A1~6, effective April 17,1989, 
See: 21N.J.R 14(a); 21 N:J.R>1019(b). 

Added ''(except as lllay be grovided by law)" .. 

. 1 18:7-14.20 , For¢s and in;tructions regardillg prQcedure to 
! · obtain a Tax Clearance Certificate 

(a) Application forms and instructions relating to Tax 
·. Clearance'Certificates may be obtained by writing to: ,· 

New Jerseypivisi6n of Taxation 
Tax.Clearance Section 
.POBox2TJ 
Trenton, NJ .08646-0277 

i 
I 

!.or by making a telephone call to Taxpayer Information 
!service af (609) 292-6400. 
l . 
i {b) The cons~quences of failing tq. obtain the Tax Clear~ . 
ance Certificate pursuant to this .section are described at 
N:J.A.C.18:7.,..14:12 .. 

New Rule;.R1985.d.383, effective August 5, 1985. 
[see: · 17 N.J.R. 1252(b), 17 N,J ,R 1909( a). . · · 
!Amended by R.1988 g,407, effective September 6, 1988, 
:see: 19 N,J.R 2255(b), 20 N.J,R: 2310(q). · 
1 Changed the address. . . . . . . , 
bended byR.1989 d.437, effective July 21,1989. 
~ee: 21 N.J.R. 2526(b). 
I Address changed. • 
I , I 

i 
i 

. ·i 
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rUBCHAPTER 15. · 
.ACT 

Aqthority 
. i 
i P.1c, 1983, c.303, section 22 (N.J.S.A 52,27ff-81) 

.. and N.J.S.A 54:lOA-27, , I 

DEPT .. OF TREASURY--TAXATION ,, 

'· 18:7'-il51.1 General . . 

(a }'the. New Jersey u,rban Enterprise Zon~s Act, Chapa 
ter303,i Laws of 1983, N.,J.S.A52:27H~60 et seq., approved 

. August 15, 1983, provides for the. establishment of up to 10 
urban {lnterprise zones in .urban areas suffering from, high 
unerripl()yIJ1ent and economic • distress. P.L. 1985, c.;391 
made certajn changes to eligibility requirements. for designa0 

tionas. a zone. P.L. 1988, c.93 modified the definition of a 
q\rnljfied bu.siness,: made adjustments to the eligibility re-
q11irements for•the empk>yee tax credit; and provided for an 
alternative investment tax credit. P.L. 1993, c367 further 
modified the definition of a qualified business an.cl provided . ·. 
for the: desig~ation of 10 additional, enterprise zones. 
Zones are designated by an Urban Enterprise Zone Author-
ity. The Authority may grant certai11 corporation tax and 
otherb~nefits t,o businesses exi~ting in; or formed in, enter- . 
prise zdnes, which have met th~ definition of a qualified 
business. This subcl:iapier of th.e corporation tax rules sets 

. forth th~ po~sible benefits, the necessary definitions, and the 
·.·. procedures for • qualifying fof any .. or a1I · of these. corporation 

tax benefits. Rules on the sales and use tax and urban 
enterprise zone& c1re in +'f.J.A.C. 18:24c-31. For Urban 
Enterprise Zone Authority rules and policies, see ·N.J.A.C. 
12A:120;and 12A:121. · 

i ' 

(b} Nb' business can obt,ain tax benefits •under this sub-
chapter. u11Iess it l.lleets the definition of a ''.qualified busi-
ness" in.NJ.AC. 18:7-15.2. ' i ,,, ,, . ' . 

I 

Amehdect1bfR:I994 d.419, effective August 15, 1994. 
See: 26 N:,1,R. 2203(a,), 26.N.J.R. 3462(a) .. 

I 
.... '. [ . .' •, ·, 

18:7-15.2 Definitions . 

The ·f9Uowing words and terriis,' when used in. this' Sllb-
chapter, lshall have the following·;meanings, unless the cone 
text clea#y.indicates otherwise, · 

' . 

A ''qualified• busine;~,, means. either: 

. L An 6ntityauthorized to. do business inNew Jersey 
which,! at the time ()f designation as an enterprise zone, is 

... engag~d .·.· in . the ·. active · CQndU:ct of a. trc1de • or · business in 
that zo.ne; or . . 

2. An entity which, after th,at designation 'but during 
the ddsignation period ()f 20 years~ becomes newly en-
gaged. in the active conduct of .a trade or bu.siness ,in. that 
zone, ~nd h,as a(least 25 percent of its. fulHim,e ·. eJTiploy~ 
ees employed at. a busines.s locati()n in the zone, who meet 
atleas~ one. of thefollowi~g criteria: , 

i. i. Resident within· the zone, within another zone, or . · .. I .· . . . 

· within a qualifying municipality; 
. i , . . '. . ( . . 

ii.; Either unemployed; while residing in New Jersey, 
for cit least six nmnths priot to being hired, or recipients 
of New Jersey public assistance. programs, for at. least 
six niohths prior to being hired; . · 

J . .· 
~Upp. 9-15.:0J 
! ' 
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