
18:7-11.1 
,1 

1. Every corporation subject to tax, regardless of the ' 
amount of its entire net income: (See N):A.,C 18:7--1.6, 

.. Taxable status; how created.) , · · 
2. Every receiver, referee, trustee, assignee orother 

fiduci1:1ry, or any officer or-agent appointed by any ccmrt 
to conduct· the business ()r. conserve the assets of. any 
corporation subject to tax urider 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). 

OEPT. OF TREASURY-TAXATION 

.. ( d) Only the poJtion of any d~ficiency. (inciudmg a_ nottce 
issued ptirsufil\t · to a waiver filed by a taxpayer) rtJ.ade 
pursuant 'to· the_ provisions··_o:f the ·Internal ·Revenue Code 
that is the subject of a timely petition for red~termination in 

· the Tax: CoJJrt of the Unfted .St1:1tes may delay. the reporting 
r(iquirements set forth ,_iii N.J.A.C. 18:7-ii.8 and then only 
to the extentpermttted by (a) above.' >" 

·_.· Example: The Internal Revenue Service redetermined 
. the net income Of a . taxpayer's 1983 . tax return bas.ed dn 
'three separate issues, A, B . and . C. These· ·,three issues 

· Statutory References/ 'I resajted in_· facreases m net inc6me·for New Jersey purposes 
See N.J.S.A. 54:lOA-2 as to those corporations deemed· liable to tax · f $5 000 $30 000 d $110 00 · 

under the Act; 54:lOA-4 as to definition of "corporatioil'.'· and of o · ' ' ' · an·. ;O. respectiyely. The taxpayer -

,_.,;...:.. 

"taxpayer", and 54:lOA-ll,as to receivers.and others condµcting the'' accepted Issue Nresuiting in a $5,000 increase in.income for' 
business of a corpgrate taxpayer who are subject to tax under the Act. .. New Jersey . purposes and , requested . a hearing before the 

IRS on Issues B and C The taxpayer has 90 days froin the ,. 
- .. 18:7-11.2 · Ret~rns where Federal ~et income is changed· .. issuance of the' defi~iency to report Issue Alo the Divisfon 

If Jhe amountof the Federal net income of any taxpayer . of Taxation. . . . . . . . 
is changed or corrected. by a final determination of the , · · · · .._ 
Commissioner of . Internal Revenue · or other·. officer . of the Six mop.ths · later,· the· IRS \issues a. determination that it ; 
United States or other competeiit authority, or if a renegoti- i:o,tends to hold to the entire amount. represented by Issues •. 
ation of a -contract or subcontract with the United States B and C. The t~ay~r ac~pts the determinapon on Issue 
results in a charige in said nedricome, or where a recovery · B, but appeals Jssue C . to _the Tax Court bf the United 
of a war ~oss results in a computation or :recomp~tation of ~tates. the taxpayer has 90 days from the issuance of the · 
any tax _ unposed . by the · United_ States; the taxpayer is IRS determination to. report 'the· $30,000 increase · in net 
required to report its changed or corrected n_et income or · in_cotp.e repr_esented by Iss11e B to the .Division. . 
the- results of renegotiation and· to. ccnicede its accuracy or 
state where jt is erroneous. _ - .... - . ·· , . ·• · - •·. · 

. · .. ·-· _ · Statutory':(leferences· •, ·"·, 
._ See N.J.~.A. 5~:lOA-13 taxpayer report a;y ~hap.ge correction, or 

recomputatmn of its amount of Federally taxable inconie to New Jersey 
Corporation Tax Burea,u. · · , , · · 

18:7-11.3 Eff~ct of deficiency 11otice. . . . .. . . . . ,· : I 
(a) Any deficiency notice. (including a notice issued pur~ 

suant to a waiver filed by a taxpayer) pursuant to the 
' . provisions of the Internal Revenue Code is a final· determi-

. · ?ai~on ~nless a timely -petition to· red~te11P,ine the deficiency . 
. 1s filed m the Tax Court of the United States, in which event 

the_ ~udgm_en.t· ,of the court of' last,_,resort, affirwing· 'the 
def1~1f:n~, or. the redetermination of the deficiency· pursuant 
to tlie Judgment of the court of last .resort is the final 
determination'. · · · · ' · · 

. - (b) . The allowance by the Commissioner of Internal Re~e~ . 
· 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· made on the Commissioner's own 

. motion' or\ pursuant to jud~ent of a court, }s als~ a firial 
· determination. · · 

. (c) A taxpayer who for a.nfreason accepts ariy portion of 
a. deficiency (including a notice issued .pursuant to a waiver 
filed by. a taxpayer) made pursuant to the provisions of the 

. One year · 1ater, the -Tax. Court is~ries an unfavorable 
.. · decision fo the ,t,axpayer on. Issue C The taxpayer accepts 

· the verqict and dec;ides not to appeal the is~ue any further . 
The $110,000 represented by Issue C must be reported to 
.tlie Division within QO days of the court decision> · · · · .. . -..,_ . 

' .· . . '. . ' 

·. ', Amended by R.1979 d.45, effective February 6, 1979. ''' ' 
See: 11 N;;J.R. 40(d), 11 N.J.R.150(b). ··. l .... . · 
-Amended by R.19.90 d.102, effective February 5, f990; 

· See: 21 N.J.R. 3079(a), 22 NJ.R. 363(b). . . · 
Added sub$ections (c) and (d) and exaniple. 

Statutory References· --

- ,See N.J.S.A. 54:lOA:-13 .'.18 to' requirellient1that taxpayer report any 
change. of amendment m his federally taxed net income to Division of 
Taxation. . · · ·. · · . · .. 

: f~:7-11A Amended return ' 
Any·. taxpayer filing an am.ended return with the United 

States Treasury Departmetit ,· I shall also ' file an amended' 
lieturn With the Division of T~ation. See N.J:A.C. 
18:7-11.8. 
. , . . . . 

Amended by R,1979 ,d.45, effective Febrtiary 6., 1979. · · 
- See: .11 N.J,R. 40(d), 11 N.J.R. l50(b). . , . · _ 

Amended by"R.1994 d.186,'effectiveApril 18, 1994. · 
See: 26 N.JR. 761(a); 26 N.J.R>1696(b). . ... ··. '-. 

;~-v-
~,,~j 

. ·. Internal Revenue· Code is. required to report that portion of 
the deficiency accepted within 90 days· in accordanci ~ith 

Statutory References · 
. .••, See N.J.S.A. $4:10~-i3 to r~q~irem~nt that t!lXl)ay~r report ~y ( /~\ 
• a~~n_ded return ._for· his Feqerally taxable net 'income to New Jersey ·1 · N;JA.C.18:7-11.8 andN:J.S.A. 54:lOA-13. ·• D1v1s10n_ of Taxat10n. · · · · · ·· '~~- J 

;( 
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CORPORATION BUSINESS TAX ACT . 
_ _,e_/ 

, (See: · N,J.A.C. 18:7o..l6 . re~arding internationaf banking 
· facilities.) 

·'c / 

R.1984 d.453, effective October 15; 1984. · 
See:. 16N.J.R 1327(a); 16 N.J.R. 2827(a.) .. 

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

· 18:7-8.17 Non~operational income 

Non~operational • income of taxpayers other than those 
that have their principal place from whi<::h the trade or 
business of the taxpayer is directed or managed in this State 
is not subject t9 allocation. See N.J.S.A. 54:l0A-6.l. ·" 

··New Rule, R.1994 d.186, effective April 18, 1994. 
See: 26 N.J.R. 761(a), 26 N.J.R 169Q(b). · . 

18:7-8.18 (R~served) 

SUBCHAPTER 9. (RESERVED) 

Repea.led by R.1979 d.45, effective February 6, 1979. 
· See: r1 N.J.R. 40(d), 11 N..J.R. 150(b). 

Formerly "Assets Allocation Factor". 

SUBCHAPlER 10. ·.SECTION.8 ADJUSTMENTS 

18;7-10.l. . Discretionary adjustments of business. allocation 
. factor by Director' . ·. .. ' 

(a). Generally, · the allocation formula described in. this 
chapter will resultin a fair apportionmentof the taxpayer's 
net worth and net 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, a.nd not ,do justice either to the taxpayer or the State. 
Accordingly, provision is made in such . cases for the Di- . 
rector to use some other formula which v.rill more aci::urately 

· reflectthe 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 act1.vity, business, receipts, capital, entire 
net worth or entire net incotne bfa taxpayer reasonably 

. attributable to New Jersey, he fuay in his discretion adjust · 
Jhe business allocation factor by: · · 

1. · Excluding one or more of the fractions therein; 

2. Including one ·ofn1ore other elements, s~ch as 
expenses, pur~hases~ contract values (minus subcontract 
values); · · 

18:7-11.1 . 
. . 

J, Excluding one or more assets incomptiting entire 
· net: worth; 

· 4. Excluding "one or more assets in computing an 
allqcation factor; · or · 

/ Applying any other ~imilar or different method · 
calculated tn effect a f!'lir and proper allocation of the . 
entire net income an.ct the entire net worth reasonably 
attributable to the State. 

(c) 1Actjust~ent of the business aHocation factor may be 
made'. by the Director upon his · own · initiative or upon 
request ofa taxpayer. 

i. No taxpayer may vary the regular statutory fdrmul~ 
wit~out the p~ior co~sent"of the Director. ' 

'\' ; ' • I ) 

· 2, A· taxpayer making application for an adjustment of 
its jbusiness allocation factor must file its . return and 

.. ··compute.and pay·•its tax ·in accordance with the. regular 
statutory formula. . 

'i " ' '. 

· 3'. · The taxpay~r must also attach. arider to. the return 
with a Form A-3730 setting forth, infuH tp.e data on 

. whi~h its !ipplication is based, together1 with a coniputa-
tion' of the amount of tax which would be due under the 
proposedmethod. .• . 

','· ., '·!, ' . ' . ' ·-_,_ -" 
. Am.ended by R.l 989 d.508, effective October 2, 1989 .. 
See: 2:l N.J.R 1503(b); 21N.J,R. 3177(a). 

Addition of form n,umber to requirements at (c)3. 

. . .· . . Statutory References 
• See N.J.S.A. 54:lOA,-8 as to right of pirector to readjust taxpayer's 

. businesf ·anocation;factor when he believes it to be. inaccurate. · 

· Case. Notes 
Thref-factor formula would be used in determin,ing fairness of 

Director's adjustment of allocationof corporate income, Hes~ ~ealty 
· Corp. \i. Director, Div. of Taxation, New Jersey Dept. of Treasury, .10 
N.J.Tax 63 (1988). . . . 

i. . . ..· ..... ·. 
Statutory three-factodormula was ~pplicable when evaluating anoca-

tion wJiere . corporation received, partial credit . for·. taxes paid to other 
states. : Hess• Realty· Corp. v. Direct9r, Div: of Taxation, New Jersey 
Dept. of Treasury, 10 N.J.Tax 63 (1988). 

Failure to permit allocation to New Jersey corporation which owned 
tental·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. 
Cofp. v. Director, .[)iv. of Taxation, 5, N.J.Tax 232 (T~ CU982-);. 
reversed and remanded 193 N.J.Super. 305, 473 A,2d 982 (App.Div. 
1984). . . ' 

. . 
,, . ·~ . 

. . 
18:7-10.2 through 18:7-10.J (R~served) 

SUBOH&TERil. RETURNS 
. . 

18:7-lp · Returns; corporations required to file . 
(~) F-eturns are requfred to be filed annually·" by the 

foUo~ing; 

7.59. Supp, ·· 12s 18~95 


