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CORPORATION BUSINESS TAX· ACT ··. · .· 18:7-3.21 •· .·. 
"Useful lif~" us~d to distinguish three-yearProp~rfy ~om ' . ··., .• aQove, the tiilqsed porti,on,IIlay be caiTied o~~r to ,th~ :;eve; 

all other property;. is ·,Ietermined in· accordanre with section. ... · · tax years··s11cceec:ling tlieY.ear:ip .whkh the tredit was '.eartied;·; ··. 
168 of the Federal internal-Revenue Code; · . . . 

(b) A cotj,oratet~ay~t that acquires qualifi~li nrartlitac0 ', . 

turing equipment either by\ purchase or lease and/or haS-,an 
increase in New Jersey employees due tci th~ .. equiplri,ei;it 
investment lS entitled to :corporation busiriesS tax· cr~dit 

. . 

. ,l. The credi(eamed is subject to the followil}g)intlt,a- , 
· tions: 

(d)'The, ct~djt assig11ed to property that has be6n at .· 
· · posed of, <or which ceases td ~e qualifieg equiRnreiitprio:r:to . 
the end. of; its categQf!Zed useful life; should be red~ter- · · 

.. · mined using the'ratios specified below: . . . . . . 

THREE-YEAR PROPERTY · . 
Number of mcmtjis quali#ecl use .. 36 . . . 

.. to i. tw!11;ei:t:i~f;f i!g:!1p;e:~:~:;n~~iu1:dt~.: ·:··:··· ... '..m2·01:~Ye.~e)·•·ar'.-.•!msr .• ot;.o~.•b· ~efy··•.··.·c;o:o.·.sn: . .-·.·s·~.·•1·.·~d:.e.ue··~r·.•eyd!.o.arq .. · ·u.:al;.rr· .. ·.~th1·ee·d .. •.=egmqr·ue.~1·pm.·mm.·:e .. e:u.·n.,tst .. ·.·.·•.n:s··• ... t~~!:1;~: 
placed in service up to a maximmi:i credit for the'°'tax. 
year .of $1,000,000.: . .. . . .• . 

. (f) • The t61iowmg exaniple illus.trates the applicatiti'i{ of 
• .the credit: •. . . . • . . . . .. ·ii.: The e~ployment inv:stment portion is Uniite.d to 

three percent of the c:ost of qualified equipment; not to , 
1993 · ·'1994, exceed a . 01.aximWJ:t allowed a:kount of $1.,000 IliW.tf . Example: • · ·. 

. ·. plied by tlie increase in the ave:t"age numbef of q'iialifiecL ,, eo;:a~1:1!::~q1,1ipment . ~. None . $~,000,000 $5,000,000 . $1,000,000 
. employees aiid/or employee ,equivalents'. . his vali¢' for . ' . Ayerage employees ruid,(or. 

•. eac:h of the two tax years µeit :succeeding th~ tai year . : employee eqµiva!ents. · ' 125. .. .· 140 . 150 . 160 . 
for w .. hich the ma11ufacturil),g .equipment pqrtion is al- . · · · · .. · · .. · ·. · · ·. · · · .. · · · · . . . · .... · ·. . 
lowed.·: · · ·· ·· ... ·• · · . · 1994: .. XYZ Corporatfoµ pla~s qualified manufacturing 

• 2. · Th~ two portion~ combined pl~~ any c~rryover:hhe < 
. cre~t available as defined; herein) is also subjecttc(the 

following limitations: ·•· ·. . . . . . . 

: L . The amount ~fthe·t; credit shall riot reduce the< 
tax . liability below 50 percent of the· ti!J{ li~bility other-··•· 

. wise due for any tai<year of below th~ statutory mini- . 
mum tax provided at ~.J;S.A 54:10.!~'.-5( e )> · · 

· .. · ii.. See•N;lAC. 18;7-3.20: 
(c). If the total trbdit earned in. the c~rr~nt at. pri9r years . 

is unused due to the ~tations contained iii (b )2i and ii : .. 

· equipQient m service in N~w Jer~ey dur;ing !994., The co.st . 
. of the manufacturing . equipment, ex~lucling .. shipping iµid : 
:·. • installation/ is $3,000,000,, The . t~ayd·. receives · a fecycling 

equipmenttax credjtof $10,000aii:dits 'corporate t~ Iiabili~,·. 
ty is $400,000. The man¢actµpng eqµiptnent ptirtion · 8f .. ·•· 

.. the credWis $60Jd00:($3;ooo,ooo''cosfx two percent, .t;if>l t.o. 
exceecl, $1,0Q0,000}; an:d t4~ tiniplQyment investme11,tpoition 

. is. unayailable· until the. two.year~· .. followirig placemeiit'•af.· .. •· 
equipinenLin semce: •. Tiier~fore; tlie · credit is the lesser of . 
·$60,000 or $190;000,.'(50 percent oHhe trot liability l~ssJ~e , • .. < 
recycling_ equipment credit)~ .. : 1h·· ihi~ ,CIJ:Se the· allC>wa,ble ,. 
credit for XYZ CotporatiOil fa $6((000;JheJesser of the two •. arnounti . . . . . . . . .·.·. . ', ·. . . . . . . . . ·. . 
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CORPORATION BUSINESS· TAX ACT 

1995: XYZ Corporation places additio11al q11alified. 
. equipment in service·- during 1995, which was acquired 

through -a lease·· agreement. ; -- The lease agreement· required 
$5,000,000 to be paid over the term oLthe lease: . The 
taxpayer is nol eligible for any other tax credits, and its 
corporate tax liability ~ is $220,000: The manufacturing 
equipment portion of the credifis $100,000 ($5,000,000 total 
lease cost x two percent, not to exceed $1,000,000). The 
employment investment portion is $25;000 (150 ,mea_s11re-
ment year average - 125 base year average == average 
increase of 25 X $1,000, not to exceed three percent of the 
cost of qualified equipment placed in servic6in New Jersey 
in 1994). Therefore, the credit is the lesser of $125,000 
($1Q0,000 + $25,000) Or $110,000 {5Q percent of .the tax 
liability). In this case the allowable credit for XYZ Corpo-
ration is $110,000, the lesser of the two amounts. The 
differenee between the total of the two credit portions 
($125,000) and the creditallowable ($110;QOO), or $15,000 
may be carried over for a maximum of seven years, 

1996: Qualified equipment is placed in service during 
1996 at a cost of $1,000,000.The taxpayer isnot eligible for 
any other tax credits; _ and its corporate tax I liability is 
$350,000. The marmfacturing equipment portion of .the 
credit is $20,000 ($1,000,000 total lease cost x. two percent, 
not to exceed $1,000,000). The employme11t investment 
portion is $45,000, based on calculations_ for the 1994 and 
1995 investmeµts (1$0 measuremetjt year average ---- 125 
base year average == average increase of 25 x $1,000 or 
$25,000 -for the 1994 • investment -AND 160 measurement 

· year -average _ - _ 140 base year average == a"'.erage increase 
of 20 x $1,000 or $20,000 for. the 1995 investment). There-
fore, the credit is the lesser.of $80,000 ($20,000 + $45,000 
+ $15,000 carryoverfromJ995) or $175,000 (50 percent of 
the tax liability). In this case the. allowable crediffor XYZ 
Corporation is $80,000, the lesser of the two amounts. 

New Rule, R.1995 d.460/effective August21, 1995. 
See: 21 N.J.R 838(a)1 2?.N.J.R. 3208(a). 

18:7-3.22 New jobs investment tax credit 
(a) Corporate taxpayers are allowed a credit against the 

portion of the corporation business tax that is attributable 
to, and the direct consequence of, the taxpayer's qualified 
investment in a new or expanded business facility in this 
State which results inthe 'creation of new jobs.· 

. . . 

1. For a sma~l business taxpayer, as defined in 
N.J.S.A 54:lOA---5.5, at least five new jobs must be creat-
ed. For any othertaxpayer, atleast 50_ new jobs must b~ 
created. The median annual compensation for the new 
jobs must be at least $27,000, adjusted for inflation begin-
ning January 1, · 1994 as_ provided in N.J .S.A. 5.4:JOA-5.6e. 
Notice of the adjustment shall be published in the New 
Jersey Register. The employer should rank the new 
employees by annl.).al cornpen:,ation. -- If the middle em~ 
ployee has compensation less than $27,000, the lo~est 
ranking jobs should be deleted from the list until the 
median of the remaini9g 1ist is at le~st $27,000. (If there 

( 
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_lire an even number on the list, the top half must be 
greater Jhan _ $27,000.) The number .of employees on. this 
revi~ed lisf is the number of new jobs created for purposes 
of this credit · · 

2. For privilege periods beginning on and after Janu-
ary 1, 2002, the eligibility standards for the New Jobs 

· Investment Tax Credit Act have been expanded. to include 
small or mid-size business taxpayers. For tax year 2002 
,such tqipayers shall have annual payroll of $5,000,000 or 
le.ss and annual gross receipts of not .more than 
$10,000,000. Sµcii amounts will be adjusted annually for 
inflation commencing January 1, 2003 by an annual infla-

. tion adjustment factor, which prescribed amountshall be 
rounded to _ the next lowest_ multiple of $50.00. "Annual 

- inflation adjustment factor" means the factor calculated 
by dividing the cons11mer price index tor mban wage 
-earners and clerical workers for the nation, as prepared 
by the United States Department of Labor_ for September 
of the calendar year prior to the calendar year in which 
the taxyear begins, by that index forSeptember of the · 
calendar year two years prior to the calendar -year -in 
which the tax year begins. - · · 

L _ In addition for privilege periods beginning on and 
after January 1, 2002, for eligible taxpayers the applica-
ble new jobs factor for_ five new jobs· fa. 0.01. _ For each 
five additional new_ jobs over the _ additioqal five, up to 
100 total new jobs; the applicable new jobs factor of 
.0.01 shall be irtcreasid by adding to it 0.01, 11p Jo a 
maximum new jobs factor 0.20. · 

(b) The amount of the ctedit shall be determined by 
multiplying the- amount of the. taxpayer's qualified invest-
ment, as defined in N.J.S.A. 54:lOA-5,8, in property pur-
chased for bus_iness relocation or expansion, as defined in 
N.J.S .. A 54:10A-5.5, by the ta:x:payer's new job factor deter-
minedunderN.J.S.A. 54:lOA...c5.9. _ 

1. · The amount of the credit shall be taken over a five 
year period, at the Tate. of one-fifth of the amount per tax 
year, beginning with the_ tax year in which 'the taxpayer· 
places the qualified investment into_ service or use in this 

·· State. 

( c) The aggregate annual credit allowed for a tax yeas 
shall be art amount equal to the I sum of one-fifth -of the 
allowable credit for qualified investment placed intp, service 
or use during a prior fax year, plus orte~fifth of the allowable 
credit for qualified investment placed into service or use 
during the current tax year. _ . 

1. The amount of the credit shall not reduce the tax: 
liability by more than 50 percent of that· portio11 of the · 

-_ taxpayer's. tax liability otherwise due for all tax years 
·· which is attributable . to and the direct result of the 
taxpayer's qualified investment. 

2, The amount of the tax credit shall not reduce the 
tax ·liability. below the statutory _minimum· tax provided at 
N.J.S.A,. 54:10A-5.7b.-

Stipp. 1-20~04 
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3. If the credit exceeds the limitations in ( c) through 
( c )2 above, the amount of credit remaining shall be 
refunded to the taxpayer. The amount refunded to the 
taxpayer shall not exceed 50 percent of the sum of the 
amount of property taxes timely paid in the taxable year 
pursuant to N.J.S.A. 54:4-1 et seq. and the amount of 
implicit property taxes paid through rent or lease pay-
ments in respect ot property taxable pursuant to N.J.S.A. 
54:4-1 et seq., and for which taxes another party that is 
not a related person is liable, which is attributable to and · 
the direct result of the taxpayer's. qualified investment. 
Any excess amount may not be carried forward. 

'· ( d) The credit shall only be applied against corporation 
business tax liability attributable to, and the direct result of, · 
the taxpayer's qualified investment. 

1. If the taxpayer's liability for corporation business 
tax, local property tax, and implicit property tax paid 
through rental or lease on property subject to local tax 
and for which taxes another party that is not a related 
person is liable, are not solely attributable to the taxpay-
er's qualified investment, then 'the amount of such taxes 
so attributable may be determined by multiplying the 
amount of tax due under those tax acts for the tax year by 
the ratio of compensation paid during the taxable year to 
all employees of the taxpayer employed in New Jersey 
whose positions are directly attributable to the qualified 
investment, to total compensation paid during the taxable 
year to all employees of the taxpayer employed in New 
Jersey. 

2. Any credits allowable under N.J.S.A. 54:lOA-5.3 
(recycling tax credit), N.J.S.A. 52:27H-78 (urban enter-
prise zone credit), and N.J.S.A. 55:19-13 (urban develop-
ment corporation credit) shall be applied against and 
reduce only the amount of corporation business tax not 
apportioned to the qualified investment under this act. 
Any excess of those credits may be applied against the 
amount of corporation business tax apportioned to the 
qualified investment under this act that is not offset by 
the amount of annual credit against the tax allowed under 
the act for the tax year, unl~ss their application is other-
wise prohibited by the applicable credit statutes. 

( e) The unused portion of the credit shall be forfeited if 
the property is disposed of prior to the end of its recovery 
period, or ceases to be used in a new or expanded business 
facility, except where the cessation is due to fire, flood, 
storm or other casualty, pursuant to the provisions of 
N.J.S.A. 54:lOA-5.10 and 5.11. Except when the cessation 
is due to fire, flood, storm or other casualty, the taxpayer 
shall redetermine the amount of credit allowed in earlier 
years pursuant to the calculation under N.J.S.A. 
54:l0A-5.lOb. The taxpayer shall then file a reconciliation 
statement with its annual corporation business tax return for 
the year in which the forfeiture occurs, and pay any addi-
tional taxes owed due to the reduction of the amount of 
credit allowable for such earlier years, together with any 
penalty and interest for failure to pay any such tax as 
provided in the State Tax Uniform Procedure Law. 

DEPT. OF TREASURY-TAXATION 

1. If the average number of employees attributable to 
the qualified investment falls below the .minimum number 
of new jobs created upon which the taxpayer's annual 
credit was based, the credit shall be redetermined and the 
excess forfeited for the current tax year and for each 
succeeding year pursuant to the calculations required 
under N.J.S.A. 54:lOA-5.l0c. 

(f) N.J.S.A. 54:lOA-5.13 requires the taxpayer to make 
written application to the Director of the Division of Taxa-
tion for allowance of the credit. No prior approval will be 
required if the return and Form 304 claiming the credit are 
filed on or before the original due date of the return. 
However, the return will be reviewed upon filing, and the 
Division will notify the taxpayer if the credit is disallowed. 
If the taxpayer applies for an extension to file Form 
CBT-100 or CBT-100s; a letter application from the tax-
payer requesting allowance of the credit must accompany 
the request for extension, Form CBT-200T. The record-
keeping requirements of N.J.S.A. 54:lOA-5.12 for qualified 
property must be followed. 

EXAMPLE 
New Jersey Investment Tax Credit Calculation 

Corporation ABC in 1994 purchases and installs the 
following at location D in New Jersey: 

1. A newly constructed building for $1,000,000; 

2. Equipment with three year life for $100,000; 

3. Equipment with five year life for $200,000; and 

4. An airplane for $100,000. 

At location E in New Jersey, the corporation makes 
repairs on existing facilities for $250,000. 

At location Fin New Jersey, the corporation purchases a l 
building, owned · and used by an unrelated party, for 
$500,000. . 

All locations are in New Jersey. None of the locations 
are in an urban enterprise zone. 

ABC in 1993 had 50 employees, all at location E, with 
annual payroll of $2,000,000 and gross receipts of 
$5,000,000. In 1994 ABC employs 120 people, 50 at location 
E, 65 at location D, and five at location F, all with income 
above $30,000, and has gross receipts of $10,000,000 and 
payroll of $5,000,000. The 65 employees at location D are 
all newly hired New Jersey residents with total compensa-
tion of $3,000,000. The corporation business tax liability for 
ABC in 1994 is $10,000. 

( 

ABC should compute its 1994 New Jersey investment tax 
credit this way: (Line reference numbers are to Form 304 
(1-95) New Jobs Investment Tax Credit.) 

First, calculate the allowable investment base as follows: 
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CORPORATION BUSINESS TAX: ACT 
·, 

Qualified investment: 
line 4( a) with three year life 0.35 x 
line 4(b) with five year life 0. 70 x 

$ 100,000= $ 
200,000 = 

35,000 
140,000 

line 4( c) with seven year or 
more life . 1.00 x 

line 5 Sum oflines 4(a), 4(b), 
and 4(c} · 

The investment base is $1,175,000. 

. 1,000,000 = 1;000,000 

$1,175,000 

(The airplane purchase does not qualify; the repairs at 
location E do not qualify; and the purchase oL existing 
property at location F does not qualify. See N.J.S.A. 
54:lOA-5.Sand N.J.A.CJ8:7-3.22(b).) · 

Second, calwlate the number of eligible newjobs created 
as follows in order to arrive at the newjobgfactor: 

line 6(a) Average'New Jersey employment for this tax 
year . 

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

line 6(c) Subtractline 6(b) from line 6(a) 
. line 6(d) Divide line 6(a) by 2 
line 6( e) Number of eligible new jobs 
line 6(f) Smaller of 6(c), 6(d); or 6(e) 
line 7(a) Divide line 6(f) by 50 with no remainder · 
line 7(b) Multiply line 7(a) by .005 . 
line 7(c} Enter the smaller of .lOor line 7(b) 

120 

50 
70 
60 
65 
60 
1 

., .005 · 
.005 

(The number of eligible jobs is limited to 60, ··• oneahalf total 
employment. A13C · is, with $10;000,000 in gross receipts, 
not a small taxpayer in 1994.) 

The 11ew jobs factor is ,005. · 

Third, calculate the inaximumannual credit: 

line 8 Multiply 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 oflines 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 Totalcompensation of all employees in New 
Jersey · · · 

line 13 Divide line 11 by linel2 
line 14 Enter tax liability from front page ofCBT 
line 15 Multiply line 13 by line 11 CBT-100 page 1 

Fifth, arrive at the allowable credit: 

line 16 Multiply line 15 byS0 percent 
line 17 Enter the smaller ofJinel0 or!ine 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. 
See: 27 N.J.R. 4908(a). 
Public Notice: Inflation adjustments. 
See: 27N.J.R 4921(a). 
Public Notice: Inflation adjustments. 
See: 29 N.J.R. 708(a). 
Public Notice: Inflation adjustments. 

$3,000,000 

$5,000,000 
.60 

. 6,000 

$3,000 
1,175 

7-25 

See: 30 N.J.R. 1330(c). 
.PubHc Notice: In.flation adjustments .. 
See: 31 N.J.R. 1112(a). 
Public Notice: Inflation adjustments. · 
See: 32 N.J.R. 1087(b). 
Public Notice: Inflation adjustment~. 
See: 33 N.J.R. 903(a). . 
Public Notice: Inflation adjustments. 

18:7...;3,23 

See: .34 N.J.R. 1057(a). J 
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, R2003 d.370, . effective August 22, · 
. 2003. . ., 

See: 35 N.J.R. 1573(a), 35N.J.R. 431Q(a). 
Prnvisions of R.2003 d.135 adopted without change; 

Petition fat Rulemaking, · 
See: 36 N.J.R. 589(b). 

18:7-,-3.23 Research credit 
, . . ' 

( a) A taxpayer shall be allowed a credit against itscorpo-
ration business tax liability inan amount equal.to 10 p.ercent 
of the excess . of the qualified· research expenses· for the fiscal · 
or calendar accounting year over the base amount, and 10 
percent oft.he basic research payments determined inaccor: 
dance with IRC Section 41 as in. effect on June 30, 1992, 
provided thatIRC Section 41(h) relating to termination of 
the availability of the creditin 1995 shall liot apply. 

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

L In-houseresearch expenses; and 

2. Contract research. expenses. 

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

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

2. Any amoµnt 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. 

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 IRC41(f)(l)) receives or accrues any 
amounf from any other petson for the right to use 
substantially identical personal property. 

( d) "Qualified services" means services consisting of en-
gaging in qualified research, or engaging in·. the direct 
supervision or direct support of research activities which 
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constitute qualified' research; '' If' substi;mtiaHy all of the 
services I performed by an, .individ,ual for the taxpayer during 
the ta?(able year consists of engaging inqµalified research ol' 
engaging. in . the ,direct supervision . or; dfrect . support of 
research' activities 'Nhkh <::oristitute· qµalified 'research, the·. 

· term. ''qualified services'' ··means all 1of the ·.seryices .. per-
formed by · such individual for the taxpayer during the 

· taxable year, · · 

(e) · The term . "supplies': ·means,. anr: tangible 
·other than: 

. . ' . 

1. Land or improvements to land; and . 

2. Prqpetty ~f a character subject t.o 
depreciation. 

(f) 1'het~rm"wages"means: 

l. In general, the tert11 ','wages" has the mean~g given) 
suchterfO.byIRCSection3401(a).· · · · 

,.·. 2· .. · ·.For self-employed individµals 'and o\\fller~employ-, 
·• ees, in the case of an eII1ployee, (within . theJneaning qf 
IllC Section 40f(c)(1))/the tertn ''wages" .ipclµdes the 
earned jncome {as defjnedin IR,C Section4Ql(c)(2)) of 
sucfremplpyee, · · 

. . . . - . 

3. Exclusion for wages to '.Vhich targeted job~ credit 
aJ'.)plies, the termc''wages" shaH not include any amount 
taken ihtoaccount in determining the targetedjobs_ credit 
under IRCSe.ction51(a). 

(g)· .In·•gerieral, .. ~he 'term'''conti~ct' fosearch expenses'; 
means 65 percent of any amount·.· paid or incun;ed by the 
taxpayer f o any person (other than an employee of the 
taxpayer) for· qualified 'researcll. 

1. If ~ny contract research expenses paid or incurred 
during a1,1y t~able year are 'attributable to qualified re- ' 
search to be conducted. after the close oLsuch\axable 
year, such amount shaU be .· treated as paid .. or i11cmred 
during the period CiuringWhich .the qualifiecl.research is' 
conducted. 

(h) Trade.· or business requiretnb1t ,)11ay. be . disregarded . for in-house research expenses oLcertaill start-up ventures. 
In the case of in°hC>use re.search expenses, a taxpayer $hall 

' be treatedas meetipg the trade or !Jµsiness requirement of 
(b) above if, at the time suc:h in-house research expenses are 
paid or incurred, the principal purppse of theJaxpayet in 

' ' making such expenditures' is ' to use the resuhs of the res 
search in the active conduct of a future trade or busin,ess: ' 

1'; Of the taxpayer; or 

2. Of one or moreother Pyrsons who with the taxpay-
er . are treated. as . a· single taxpayer un,der IRC sul:isection 
41(f)(1). . . . . 

(i) Base amount requirements are as follows: 

Supp. 10-4°04 

DEPT~ OF TREASU'RY-TAXA'f;lON 

1. . In general, the term "base 
· product of: . . . . .. ·• 

i, · :The fixedsbase percentage; and · 

ii. the average annual gross receipts of 
fof the four taxableyt:ars, preteding the tax 
which the credit is hein1r cletermined (her 
erred t<J as the ''credityear'J. · 

2. In· no event shall the base· amount be less than 50 
percent of the qualified re;earch expenses for the. credit 

.· 3; Fixed~base percentage requiremeIJ.ts are as.· follows.: 

. ·. i. ;8xcept as Cltherwise provided in this paragraph, . 
' the fixed01Jase percentage is the percentage which. the 

aggtfgate. qualified . research. expenses of\he taxp,ayer 
for taxable years beginning after Pe<::ember 31, 1?83, 
atjd ,before fanµary 1; 1989, j~ of the aggregate gross 

. recejpts 9f the taxpayer for such taxable years. 
... · .. 

. ii.. . Start-up c:6II1pariies shall comply With. th~ fo(Iow" 
-•:,·· . ,· ·, __ ,- ,·· ' .. -.:\·- , __ ··-: ':.' ,•'. 

- . 

(l)for.taxpayeis to which. this:s~bpara~aph ap-
plies,Jhe fixed-pase percentage shall be deterniined 
under this s~bparagtaphif. there are fewer than. three 
taxable years beginning afterpecerrber 31,,J983,; and 
pefore,Jatiuary 1, 1989, in which tlle taxpayer ,had 
both gross receipts and qualifie~lresearch expenses. 

(2}J~ a ca~e to whic6 this•· ;ubp~ragtaph appHes, 
the. fi:Jced 0base percentage is: · 

(A) Three,perc;ent for' ~ach of the·. taxpayer's 
first five taxable.years biginning after December 
31, 1993, for which the taxpayer has qualified 
research exp~n,ses;, 

. (B) In the ·case :of the taxpayer) sixth such 
taxable ye.ar, one-sixth of the, percentagewhic:h the 
aggregate qualified researcli exp.enses of the tax-
payer for the fourth and fifth sucll. taxable years .is 

· of the · aggregl',lte · gross · rec:eipts. of the taxpayer .for· 
such years; · · 

( C) In th~ ,case of .the {taxpayer's .• seventh s'ch 
taxaple year; one~ third. of the percentage which• t~e 
aggregate qualified·. research expenses. of the . tax-
payer for the fifth andsixth such taxable years is of 
the . aggregate·. gross receipts of the taxpayer for 
such years; · 

. ' . . 
(D) In the case of the taxpayer's eighth such 

taxable year, cme-half of the percentage wllich the 
aggregate qualified research expenses oft~e .tax~ 
payer for. the. fifth, sixth, • and . seventh such taxable 
years is of the aggregate gross receipts of the 
taxpayer for such years; 


