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CHAPTER 7

CORPORATION BUSINESS TAX ACT

Authority
N.J.S.A. 54:10A-27.

Source and Effective Date

R.2004 d.367, effective September 1, 2004.
See:. 36 N.J.R. 1680(a), 36 N.J.R. 4484(a).

Chapter Expiration Date

Chapter 7, Corporation Business Tax: Act, expires on September 1,
2009.

Chapter Historical Note

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

Subchapter 9, Assets Allocation Factor, was repealed by R.1979 d.45,
effective February 6, 1979. See: 11 N.J.R. 40(d), 11 N.J.R. 150(b).

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, 1984. See: 16 N.J.R. 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. 1327(a), 16
N.J.R. 2827(a).

Pursuant to Executive Order No. 66’(‘1978), Chapter 7, Corporation
Business Tax Act, was 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1994, and Subchapter 6, Valuation, was repealed by R.1994 d.186,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).

Pursuant to Executive Order No. 66(1978), Chapter 7, Corporation
Business Tax Act, was readopted as R.1999 d.116, effective March 12,
1999. See: 31 N.J.R. 266(b), 31 N.J.R. 893(a).

Chapter 7, Corporafion Business Tax Act, was readopted as R.2004
-d.367, -effective September 1, 2004. - 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 téx; ‘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.JR. 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 NJR. 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 iandii. Added (3)to
(a). Also added (b). . i

-Amended by R.1994 d.186, effective April 18, 1994.

See: 26 N.JR. 761(a), 26 N.J.R. 1696(b).

Statutory References

See N.J.S.A. 54:10A-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 comsequences 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 d135 effective February 27, 2003 (to
expire August 26, 2003). :

See: 35 NJ.R. 1573(a)
Added (c).

Adopted concurrent amendmient, R2003 d.370, effective August 22,
2003.

“See: 35 N.JR. 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 offrclal definition of “taxpayer

See N.J.S.A. 54:10A-11 as to recervers ‘and others subject to the tax
imposed by this Act.

Supp. 10-4-04
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- 18 7—14 Definltlon of corporatlon L

(a) The term ¢ corporatlon shall mean any corporatlon ,

" _to be subject to tax under the Act and is required to file a
“return and pay a tax thereunder provrded 1t falls within any
one of the follow1ng -

. ]omt~stock company 01" association and any business con-

. ducted by a trustee or trustees wherem interest or ‘owner-
~ shipis ev1denced by a certificate of interest or ownershlp or'
o 'sm‘ular ‘written” instrument and includes any- corporatron
* _created or organlzed under the laws: of New-Jersey and any
foreign corporation which is authorrzed to do business, or is -
-doing business, or employs or owns capltal 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, terrltory Or posses- -

- sion thereof, ‘the District ‘of Columbia, or' any foreign coun-

*try, Or any political ‘subdivision of the foregomg, which
* provided a mediumfor the - conduct of busmess or the
* sharmg of 1ts gams T e N -

1. The term mcludes any other entrty classrfled as a

corporatron for Federal income tax purposes.

2. The term 1ncludes any State or Federally chartered
- building and loan association ‘or State or Federally char—
tered savings and loan assocratlon :

Specral amendment “R.2003 'd.135, effectlve February 27, 2003 (to‘y . o

-expire August 26, 2003)
See: 35 N.J.R. 1573(a)..
In (a), added 1 and 2. : ‘ ' ’
Adopted -concurrent amendment,” R 2003 d. 370 effectlve August 22,
2003. .
- See: 35 N.J.R.1573(a), 35 NJ.R. 4310(a)
Prov151ons of R.2003 d:135 adopted without change

Statutory References

See N.J. S A 54: 10A—4(c) as to defmmon of: “corporatron” 3 ‘

18:'7—1.5' Limited partnership ass()ciations su_bject to the
S Aet

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

‘A_‘mendedi by R.1994 d.186, effective April 18,1994,
See: 26 N.J.R. 761(a), 26 N.JR. 1696(b); -~ -

Statutory References ;
- NIJSA. 54:10A—4(c).

Case N(;tés ,

Taxpayer holding company- did not quallfy as investmént company

that could elect to have its corporation business tax calculated on 25%. "

. of its met income- and net worth, due to. provision of services to

. subsidiaries and participation in day-to-day :operation of subsidiaries,
and failure to show that such-activities represented less than 10% of

total activities or that qualified investment activities represented 90% or
- more of total activities. 1 for
Inc. v. Director, Division of Taxation, 14 N.J.Tax 424 (1995).

| E— . !

Supp. 10-4-04 " .-

International Thomson Business Information,

18: 7-1.6 Sub_]ectmty to tax; how created

(a) Every corporation not expressly exempted is deemed‘

L Ex15t1ng under the laws of the State of New Jersey,

2. If a forergn corporatron

ii; Holdmg a general certxflcate of Authorrty to do -
business in this State ‘issued by the Secretary of State;
or - . . " Y ;

ii. Holding a certificate, license or other authoriza-
“tion issued by any ‘other State: department or agency, -

authorizing the company, to engage in corporate act1v1ty
~within this State or

1ii. Domg\busmess in th1s State or’

iv. Employmg or owning caprtal in thlS State; or

v. Employing or owning-vproperty in this State;. or
Vi Maintaining an office in this State; vor;f ‘

vii. Deriving receipts from SOUrces within this State;
cor o '

viii.’ Engaglng in contacts wrthm thrs State

(b) A taxpayers exercise of its. franchrse in th1s State is
subject to -taxation in this State- if -the taxpayer’s busrness
activity in this State is sufficient to give this State jurisdic-
tion to impose the tax under the Constrtutron and statutes of '

a “the Umted States.

" Example 1: An" entity regularly prov1d1ng asset manage- '

“ment services as defined in N.J.A.C. 18:7-8.10(e) from a

location outside New Jersey to customers within New J ersey

is subject to tax in New J ersey

Example 2: A New York corporatlon delrvers furmture -

-into. New Jersey by its company owned truck. The. driver

collects -the payment from -the New. Jersey customer. The
New York corporatlon is subJect to, tax in New Jersey

Amended by R.1996°d. 518 effectrve N ovember 4, 1996

" See: 27 N.JR. 3913(a), 28 N.J.R. 4795(a). : o
. Special amendment, R2003 d135 effecnve February 27, 2003 (to‘

expire August 26, 2003). -

See: 35 NJ.R. 1573(a)

In (a)2, added vii and vm; added (b). ' _
Adopted concurrent- amendment, R.2003 ‘d:370, effective- August 22,

2003.. - N
See: 35 NJR 1573(a), 35 NJR. 4310(a).

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

Statutory References

See N.JS.A. 54 10A—2 as. to what: acts’ constititte. domg busmess in.

State of New J ersey for purposes of acqulrmg a taxable: status:

" Next Page is_' 7-4.01
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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 7-4.0.1 ' Supp. 10-4-04
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18:7-19.2

Amended by R.2003 d.370, effective Séptember 15, 2003.
See: 35 NLJ.R. 1573(a), 35 N.J.R. 4310(a).
~In (d), added 1 through 4.

18:7-18.5 Alternative Minimum Assessment credits

(a) If the Alternative Minimum Assessment (AMA) fora

taxpayer exceeds the amount of tax computed under
“ N.J.S.A. 54:10A-5 for a privilege period, that excess amount
shall be permitted to the taxpayer as a credit unless such
taxpayer is also entitled to a credit pursuant to N.J.S.A.
54:10A-5b (for certain air carriers pursuant to 49 U.S.C.
§ 40102).

(b) The credit may be carried forward to subsequent
- privilege periods; including periods when the Alternative
Minimum Assessment is no longer applicable, during which
the tax pursuant to N.J.S.A. 54:10A-5 exceeds the Alterna-
tive Minimum Assessment provided that:

1. The credit applied shall not reduce the amount of
tax otherwise due to an amount less than the alternative
minimum assessment for that period;

2. The credit applied shall not reduce the amount of
tax otherwise due by more than 50 percent; and

3. The credit applied shall not reduce the amount of

tax otherwise due below the statutory mlnlmum set forth

in N.J.S.A. 54:10A-5(c).

(c) Ifa corporatlon having AMA carryforward credits is -

- liquidated or merged into another corporation, the carryfor-
ward credits are lost to the corporation that does not survive
such reorganization. :

18:7-18.6 Gross receipts 'calculation;‘ agency businesses

(a) Under the applicable accounting principles for several
industries, cash flow relating to the underlying product is
not considered a receipt ‘of the taxpayer. Using this ap-
proach, a taxpayer in such a business may report as its gross
receipts for Federal purposes fees it receives from its cus-
tomers. This methodology enables certain high volume, low
margin industries to achieve an accurate reflection of their
tax liability when calculating the AMA.

1. For example, a professional employer organization
(PEO), which serves as a co-employer with its customers,
- may use this “agency approach” in calculating its New
Jersey gross receipts. Using that approach, the PEO may
report as its gross receipts:for Federal purposes the
administrative fees it receives from its. customers. The
customers’ payments of the fixed obligations and costs
relating to the employees, such as wages, taxes and bene-
fits, are then reported as reimbursed expenses, namely,
direct expenses without proflt or mdlrect cost relmburse-
ment.

2. This approach is also applicable to other entities
such as real estate and insurance agencies, where cash
flow relating to the underlying product is not considered-a
receipt of the taxpayer.

7-87

chiropractors,

SUBCHAPTER 19. FILING FEE PAYMENTS BY -
PROFESSIONAL CORPORATIONS

Authority
P.L. 2002, c.40, § 25, N.J.S.A. 54:10A-27, 54A:9-17(a) and 54:50-1.

Source and Effective Date

R.2003 d.370, effective Aligust 22, 2003.
See: 35 N.J.R. 1573(a), 35 N.J.R. 4310(a).

Subchapter Expiration Date

Subchapter 19, Filing Fee Payments by Professwnal Corporatlons
expires on March 12, 2004. . )

Subchapter Historical Note

Subchapter 19, Filing Fee Payments by Professional Corporatlons
was adopted as Special Adopted -and Concurrent Proposed New Rules
by R.2003 d.135, effective February 17, 2003 (to expire August 26,
2003). See: 35 N.J.R.1573(a).

The concurrent proposal of Subchapter 19, Filing Fee Payments by
Professional Corporations, was adopted by R.2003 d.370, effective
August- 22, 2003.. See: Source and Effectlve Date. See, also, section
annotations.

18:7-19.1 Definitions

The following words and terms, when used in this sub-
chapter, sha}l_have the following  meanings, unless the con-
text clearly indicates otherwise. >

“Licensed professional” mieans, and is limited to, persons
rendering professional services in the following professional
capacities: certified public accountants, architects, optome-
trists, professional engineers, land surveyors, land planners,
physical therapists, registered professional
nurses, dentists, osteopaths, physicians and surgeons, doc- .
tors of medicine, doctors of dentistry, podiatrists, chiropo-
dists, veterinarians and, subject to the Rules of the Supreme
Court, attorneys-at-law.

“Professional corporation” means a corporation which is
organized under The Professional Service Corporation Act,
N.J.S.A. 14A:17-1 et seq., or a similar act of another state
for the purpose of rendering the same or closely allied
professional service as its shareholders, each of whom must
be licensed or otherwise legally authorized within- the Statc
to render such professional service. :

18:7-19.2 Payment of filing fee

(a) For privilege periods beginning on or after J ahuary 1,
2002, each professional corporation filing a corporation

- business tax return that has more than two licensed profes-

sionals shall make a payment of a filing fee of $150.00 for
each licensed professional of the corporation, provided that
the payment shall not exceed $250,000. '

(b) If a professional corporation includes non-resident
professionals, some of whom have physical nexus with New
Jersey and some of whom do not, then an apportionment
methodology for the professional corporation filing fee may

Supp. 9-15-03
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be! sed provrded that the professmnal corporatlon has an
_"fflce outsrde New Jersey T

equal to the sum of:

: :"$150 00; plus -

S f""'1ca1 nexus' to New Jersey multrphed by $150. 00 plus

t10n factor of the professronal corporat1on

,_/,

(d) Example A profess1onal corporatron has an offlce in -
".Washlngton D.C. It has. 100 profess1onals in that office. - -

~ “Three of the attorneys travel from! Washmgton to Newark,

... NJ:for a trial. As the result of ‘their legal work in New
_Jersey, the firm receives a: $1, OOO 000 legal fee. The profes-
" sional corporation’s New J¢ ersey. allocation. factor for 2002 is-
~ 0 property; 0 payroll, $1,000,000 New Jersey receipts over .

" $10,000, 000 recerpts everywhere which' equals :
- (o+o+ 1+ 1);-4 =0.05..

o "\ 70 10 : ‘
The professronal corporatlon fee is calculated as follows

O Resrdent professronals =0 “ e

Three nonresrdent professronals wrth phy51cal nexus to

o '-_TNeWJersey T I

i

o "3 x$150.00 = $450 00

. - ’97 nonres1dent professronals wrthout phys1cal nexus -
| ":_"97 % $150.00 = $14 s0 R
“5:14550x005 —$72750 B

 total of 0+ $450 +: $727.50 =
S swnal fee of the corporatlon for 2002

(e) In calculatmg the number of hcensed profess1onals of - )

L the corporation, a quarterly average is.used. All professmn-'
L 'als of the. corporat1on are counted regardless of the nature -
~  of their relat1onsh1p to the corporatlon They are mcluded,
whether ‘they are shareholders, employees, or. owners and
regardless of the nature of the llcensed professron that they

: practlce L

1. The' number of re51dent professmnals multrphed byv

3. . The number of- nonres1dent profess1onals wrthout ‘
o ‘physrcal nexus to New. Jersey: multlphed by $150.00, and
- the resulting product multiplied by the corporate alloca— v

$1 177 50 total profes-‘ :,j

s

’ l," SR

Example 1A law frrm has elght partners and 16 assocr-'s '
; [.-ates It also employs jone reglstered nurse ‘and two certified

, ! L public accountants. Since. the firm -has 27 hcensed profes-“
v (c) The total apportloned professronal corporatron fee is .

sionals,. its professional fee payment is $4, 050 (27 x $150.00)

' ‘credrtable agalnst the succeedlng year S payment

'corporatlon has 10 physicians - and 10 licensed reg1stered

. nurses, half of which are ‘nonresidents which have no. physi-

IR
. cal nexus in New J ersey. The professronal corporatlon has a

- ‘ payment of $1 125 (50 percent of. $2 250)

DEPT OF TREASURY—TAXATION.:“

- plus an installment payment of $2,025 (50 percent of $4; 050) : |

" New Jersey busm|ess -allocation factor-of 50. percent. The - -
'profess1onal fee payment is $2,250 ((5 + 5) x $150.00 plus =~ -
So(6+05) x $150 00) x 50 percent) plus an mstallment

' ' S Example 2 A nursmg home whrch is a profess1onal RN
2. "The number of nonresrdent< professronals wrth phys-jv- '

(f) In the event of a perlod shorter than a year the fee . .-

and fee cap’ may be prorated by months A fractron of a" :

'month is deemed to be a month

: '18*7—19 3 Installment payment

(a) Each™ profess1onal corporatlon requrred to make a

- payment ‘of the professronal corporation filing’ fee shall on - .

: or before the 15th day of the fourth month of its fiscal year,
" make an installment . payment of " its filing fee for the suc- -

‘ceedmg return perrod The amount of the mstallment pay-
- 'ment is 50 percent of the amount requrred to be pald for Lt

the present frscal year S
[s

(b) The amount of the mstallment payment shall be,

- ‘:/fw B
L .
4 Fo

AN

L credited ° agalnst the- amount of the filing fee due for the"_,
- succeedmg return “period: If the amount exceeds the fee due S
- . for the succeedmg return penod the excess-shall be credrted.«: o

: agamst the amount for succeedmg return penods L

(c) If a profess1onal corporatron drssolves the corpora-‘ Y ‘

i 'suoceedmg taxable penod

18 7—194 Penalty and mterest R -

installment’ payments are subject to the: ‘provisions of the

"_"V:collectlon provrslons o

SN e

‘For purposes ‘of tax admmrstratlon the f111ng fee and e

" ction is Tot requn'ed to make a prepayment of the fee for the =~

~ State Uniform: Tax Procedure Law, N.J.S:A. 54:48-1 et seq. . o

‘Collectlon of the fllmg fee and- installment payments shall -
be enforced pursuant to ‘the tetms of that Act, mcludmg,f'-_ ]
~without l1m1tatlon thereto penalty and 1nterest and cost of i




