- 'CORPORATION BUSINESS TAX;ACT

. service.
:accordmg to, the followmg'cnterra'

= term ‘means the cost. amount properly charged\to the
. capital account for. depreciat
" Federal income tax law.- This includes all' charges in-
- _curred to- produoe a particular manufacturing piece of -

o constructron costs :assocrated wrth the fmrshed product e

o “Credrt allowable” mean the credrt avallable after apply- ) Sty BT
'ﬁmg llmrtatrons hsted under (b)21 and ubelow L The manufacturing equipment portion is hmrted;_. ]
: -used carryover from’ prror years
o “Credrt earned” means the manufacturmg equrpment por-

~tion of the credit plus the employment mvestment portron of e
the credrt ina glven tax year : o

- amount is. used to: detennme the total number of. full-tune

187-321"5"'

“Base year” means the tax year - lmmedr y precedmg's 'j{{j'-“‘:‘ o -tax.year mwhrch under the taxpayers deprecr-"" RN

the year in. wlnch a qualrfred mvestment was placed m _::atron practrce, the perrod for deprecratron wrth respect to. -
e o Lo ‘,'{suchpropertybegms, or. N SRR CR S

: “Cost of qualrfred equtpment .

Eans; and is "det_e_rmined i

1.. Wrth respect to self-constructed equrpment the

1atron ‘in’ accordance' with the

~equipment. - Costs_ mclude'{engmeermg desrgns, draftmg, \
~~and other consultations required, as well as-the physical -

2. Wrth respect to purchased equrpment the term is

’» _determmed to be the net cost or het monetary consrder- i B
* " ation provided for- acqursrtron' ftrtle and/or ownershlp of .

; "the subject property

- 30 Wrth respect ‘to equrpment 'acqurred by wntt ]
'-lease, the’ term is the minimum amount required by t

- agreement to be pardfover the term: of the lease, provrded S .
" that the minimum amount shall not-include any amount
requrred to be pard after the- exprratlon of the. usetul lrfe,_ s

of the equipment: Property which a taxpayer leases, rents
or. hoenses to another person is’ not quahfred equrpment o

4. The cost of quallfred equrpment shall not mclude'." oot
the value of equipment g} en:in trade or. exchange for the =~ .
. equrpment purchased fo busmess relocatron or.’ expan-,,:‘ :
sion. - -

e 5 VL e '7;,","‘:to two " percent of ‘the cost:of quahfred equrpment::_ o
: Credrt avarlable means the credrt_earned any un- phded in service up to a maxrmf “credit fo or the taxj," o

. ,-,y@a,’rfof;sl',QQ0,00

: ,’The employment mvestment portron is hmrted to" f". o
uthree percent ‘'of the cost of quallfled equrpment not'to. . -

‘exceed a maximum allowed ‘amount ‘of $1,000 multi- ,
plied by the i increase in the a erage number of quahﬁed
ployees- and/or employ equrvalents It is: vah d for--

“Employee equrvalents means the ‘aggregate hours of
qualrfied part-time employees who worked for the. taxpayer N
for at least 20 hours per week for at-least. six monthis. This =

employees and equrvalents necessary -when calculatmg the

- who are workmg at locatrons in New Jersey

K ‘followmg the year m whrch a "quahfred mvestment ‘Wwas
.placedmservrce‘ L T e T

means and occurs in the earlrer of the. followmg tax years

employment investment portion of the credit. The employ- <
ees must be New Jersey residents domlcrled m/thrs State' o

“Measurement year means the tax year rmmedrately.'

“Placed in servrce,” wrth respect to quahfred equrpment, o

L R suppzlw
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. (c) If the total credlt eamed m the current (6} pnor years-v -
*'1s _unused- due to the hrmtatrons contained in (b)21 and ii -

R above, the unused portion’ may ‘be carried over to the seven

' tax years succeedmg the year in whrch the credrt was eamed g

. (d) The credrt assrgned to property tha
5 posed of, or which ceases to be qualified equrpment pnor t

. the end of its categorized useful life, should be redete
""':-f_ mmed usmg the ratros specrﬁed below:. «

‘ALL OTHER PROPBRTY

THREE YEAR PROPERTY "
Ntlrnber of months qualrfled it
’ 0

Number of months quahﬁed use .
PR ,,36 Ly

T "i"‘the credrt

ple Qi
" :Cost of quallﬁed equrpment
© -7 placed in service -
T e Average employees and/or
e employee equrvalents

,";fmstallatron 1s $3 000 000 ‘The taxpayer recerves a recychng.
o equrpment tax credit of $10 000-and its corporate bili

'ty is '$400,000. The, manufacturing: equipment po

the credit is $60,000 ($3,000 000 cost X two percent

-~ exceed $1,000, ,000), and the employment mvestment;poruon
" is  unavailable - untll\the two ‘years followmg placement of - .
- equrpment in servrce Therefore, the credrt is the fesser of} A

equrpment in’ servrce dutmg 1995‘,tg
“_through a Jease. agreement The leas ,

'corporate tax habrlrty is $220 000, The :manufacturmg
-+ “equipment portion of the credit is. '$100,000 ($5,000,000 total ..
~ . lease cost "X two percent; not to exceed $1,000,000). The ‘

employment mvestment portion ‘is- $25 000. (150
ment year average — 125 base year average

 cost of qualrfied equipment placed in service in-New Jersey

in 1994) ‘Therefore, the credit is the lesser of $125 000.'3
($100, 000 + $25 000) or $110,000(50 percent ‘of the tax -

‘ ‘habrhty) ‘In this case’ the allowable credit for XYZ. Corpo-
© ration is $110) 000, the lesser of the WO, amounts.
fdrfference between the total “of . the ‘two* credr

l ‘may be carned over for a maxnnum of seven years REETE

4"_1996 at a cost: of $1,000, 000. The taxpayer is not eligible for -

00 18-7-3.22 New Jobs mvestment tax credrt

" 1994 XYZ Oorporatron ‘ places quahfred manufacturmg
o »'-;equrpment m serV1ce m New Jersey durmg -1994 The cost,l.'

NI SA. 4:10A-5.5, at least five new jobs must bé creat-'

- Notice' of the 2
Jersey: Register. - »
~employees by annual compensatron If the middle em:

laverage .
" increase. of 25 X ‘$1, 000 not to exceed three- percent of the - ~chased for ‘busing;
- NI.S:A. 54:10A-5.

. mmed under N J S.A,

“The
S rtions..
’($125 ,000) and- the credit allowable ($110 000), or $15, 000,' * places: the quahfted mvestment mto servrce or use in- thrs*_; A

o State

Quahfled equrpment is: placed in: servrce durmg

any other tax. credits, ‘and ' its corporate “tax: liability 1s,,--‘3\ | ‘

© $350,000.- The manufacturmg equrpment portlon of the

‘credit is $20,000 ($1,000,000 total lease cost X two percent, . .

" not. to exceed': $1,000,000). - The employment -investment. ..

. :‘,‘P0ft10n/ls $45,000, based on calculations for the’ 1994 and’ -

" 1995 investments. (

}'base year average o

- $25 000. for - the 1994 1nvestment AND 160 measurement Lo

L year average 3

- 0f 20 x:$1,000 ‘

i :‘fore, the credrt is! the lesser .of $80,000 (820,000 +. $45 000

seed . T $15,000 carryover from. 1995) or $175,000°(50 percent of
R the tax habrhty) In thrs case the allowable credit. forvXYZ EA

SO‘measurement year average ~ 125"
erage increase of 25 'X. $1, 000 or.

0 base: year average = average increase

$20,000 for the 1995 mvestment) ‘There- -

(a) Corporate taxpayers are allowed a credrt agamst the R -

L portron of the corporation: ‘business tax-that is attributable
to, and: the' direct consequence, “of, the taxpayers quahfred- IR

~ investment ‘in’ a- new or- expanded busmess facrlrty in. thrs;j{ o

‘ ,State whlch results in the creatron of new JObS J:

.:l. Y
_or ‘a’ small busmess_ﬁ taxpayer, as deﬁned in

ed. For any other taxpayer, at least 50 new jobs must be -~ T ¢
B created. 'The. medlan annual compensatron for the new
- jobs must be at 1 (‘st $27,000, adJusted for mﬂatron begm- B
* ning January 1, 1994 as provrded inNJS.A. 5410A-5.6e. =
djustment shall be: pubhshed in the.New = =~
“The employer should rank the new -

. ployee has: compensation less ‘than $27, 000; ‘the lowest "~ B
ranking: jobs- should ‘be deleted from the list until the - "

‘medlan,:of thé remammg list is at least $27, 000 (If. there e
g -,j}'are an’ even number on - the list, the top ‘half must be

L greater than $27; 000) The number of employees on thrs TR
-+ revised list is the umber. of new jObS created for purposes S el
. ?'ofthrscredrt' T : BT SR

(b) The amount of the credlt shall be determmed by‘:‘ R

g :rmultrplymg the amount of the taxpayer’s qualified invest--

ment, as defined in N.J.S.A. 54:10A-5.8, in property pur-,_"' R
relocatlon or expansron, as defined in
by the taxpayer S new ]ob factor deter-, 2

1 The amount of the' credrt shall be taken overa- frve T
year penod at'the rate. of one-fifth of the: amount per tax U
year,. beginning with: the tax year in whrch the. taxpayer -
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-(c) The' aggregate annual credrt ‘allowed - for a tax year
shall be an amount ‘equal to the sum-of one-fifth of ‘the

or use during a prior tax year, plus one-fifth of the allowable

credit for qualified mvestment placed mto servrce or use

dunng the current tax year. -

1. The amount of the. credrt shall Tot- reduce the tax
‘liability' by more than 50" percent of that portion’ of the

' taxpayer’s quahfied mvestment

2.~ The amount of the’ tax credrt shall not reduce the o
.tax Tliability below the statutory mmrmum tax provrded at .

: NJSA 54: 10A—57b

3.If the credrt exceeds the hmrtatrons in (c) through E
(c)2 above, the amount- of credit remaining shall be - R
“The amount refunded to the .. .
taxpayer shall not exceed 50 percent of the sum of the

refunded to the taxpayer.

the direct result of ‘the taxpayer S quahfred mvestment
Any excess amount may not be carned forward 5

the taxpayer’s quahfred mvestment x v .
1. If the taxpayers hablhty for corporatron busmess

tax, local property. tax, and- rmphclt propeity- 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 quahﬁed investment, then the amount of :such taxes

amount of tax due under those tax acts for the tax year by

the ratio of compensation'paid during the taxablé year to -
all ‘employees of the taxpayer employed in New. Jersey .
whose positions are directly. attributable to the qualified

investment, to total compensatron paid during the taxable o
: ‘followmg at locatron Di in New J ersey

year to all employees of the taxpayer employed in New
Jersey .

2 Any credlts allowable under NJ SA 54 10A—53
(recyclmg tax credit), N.J.S.A. 52:27H-78 (urban ‘enter-

prise zone. credlt), and N. J S.A. 55:19-13 (urban develop- .
ment corporation- credrt) shall "be apphed -against and

reduce only the amount of- corporatron ‘business tax not
apportioned to the qualified investment under this- act.

Any excess of those credits may be applied - agamst the
. ' ‘amount” of corporation business tax - apportroned 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, unless their application’ is other- >

wrse prohrbrted by the apphcable credlt statutes

s e s

~ allowable credit for qualified investment placed into service -

v

R 7-322

(e) ‘The unused portron of. the credrt shall be: forferted lf

: ,-the property is’ drsposed of prror ‘to-the end of its recovery

-_perrod or ceases to be ‘used i’ a new or expanded business
_'facrlrty, except ‘where the cessation is due to fire;’ flood,
‘storm".or other ‘casualty, . pursuant ‘to. the provisions . “of
- 'NJ S.A. 54: 10A—5 10 and 5.11.. Except when the cessatron
Cis due to fire, flood, ‘storm or other- casualty, the taxpayer
_ shall redetermme the amount of credit allowed in earlier
taxpayers tax liability otherwise due for all tax years - years .
which is. attributable - to- and the drrect result of the

‘pursuant - to "the calculation” under N.ISA.

54:10A-5.10b. The taxpayer shall then file a reconciliation ; '

».statement wrth its-annual corporation busmess 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
- j-'credrt allowable for: such- earher years, together ‘with any
 penalty’ and. interest ‘for failure to pay any ’such tax ‘as
: provrded in the State Tax Umform Procedure Law ’

1 I the average number of employees attrrbutable to

‘excess forfeited for the current tax year and for each
i} }succeedmg year pursuant to' the calculatrons requrred
under N J. S A 54 10A—5 10c e .

filed on or before the orrgmal due date of the return,

- However, the return will-be reviewed upon filing, and the

Division wrll notrfy the. taxpayer if the credit is- disallowed.~
_If the  taxpayer applies. for -an’ extension to - frle Form
~CBT—100 or CBT-100S, a: letter. apphcatron from the tax-
 payer_ requestmg allowance of the credit must accompany
_the request for extension, . Form CBT-200T. The record- ‘. '
. keepmg requirements of N.J. S A 54 10A—5 12 for quahfied

property must be followed
so- attributable ‘may be determined by multlplymg the -

.‘_\.

. e EXAMPLE S
: New Jersey Investment Tax Credrt Calculatron
Corporatron ABC in 1994 purchases and mstalls the

1 A newly constructed burldmg for $1 000 000
', 2. Equrpment wrth three year life for $100 OOO

.

3, Equxpment wrth frve year hfe for $200 000 and T

4 An arrplane for $100 000

: At locatron E in- New Jersey, the corporatron makes kN
o reparrs on exrstmg facrlrtres for $250 000 L ,

At locatron F in New Jersey, the corporatron purchases a v
"-burldmg, owned and used by an unrelated party, for
o $500000 _ ‘

the qualrfred investment falls below the. minimum number
- of new-jobs. created upon which the taxpayers annual -

amount of property taxes timely paid in the taxable year .. ‘credit was based, the. credit shall be redetermined and ‘the f
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 of property ‘taxable pursuant to NJSA.

. 54:4-1"et séq., and. for which taxes another party that is - =

~ not a related person is liable, whrch is attributable t6 and

Supp 21897

- (f) NJ SA 54 10A—5 13 requlres the taxpayer to make e
» Twrrtten applrcatron tothe. Director of the Division of Taxa- . -
' tion for-allowance of the credrt - No priot approval will be -

©(d) The credrt shall only be applred agamst corporatronf; E requrred if the réturn-and Form. 304 clarmmg the credit are

business tax liability attributable to, and the dlrect result of .

S



e employment

s
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ABC m 1993 had 50 employees, all at locatron E ‘with -
- ia.xmual _payroll - of $2,000,000 and gross. recerpts of -
- $5,000,000. In 1994 ABC employs 120 people, 50 at locatron B
~ .. E, 65 at'location D, and five' at. location F, all with income " -
_ ..~ above $30,000, ‘and has gross Teceipts: 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- -
oo - tion of $3, 000,000. The corporatlon busmess tax hablhty for. - -
,-..,“_«VABCm19941s $10000 sl : '

- ABC should compute its 1994 New Jersey mvestment tax' -
credrt this’ way:: ‘(Line’ teference numbers are to Form 304

(1—95) New Jobs Investment Tax Credrt )

e ~First Frrst calculate the allowable mvestment base as follows

: Quahﬁed mvestment

.+ line 4(a) with three year .
S ke 035 % § 100000 = § 35000
* line 4(b) w1th flve year hfe [0.70 x... 200,000.= 140,000
- line 4(c) with seven year or - - R
7w more life : '1.00 X 1000 000 = 1000 000 -
S ,lme 5'Sum of lines 4(a) :
" 4(b), and 4(c)

o 'I‘he mvestment base is’ $1 175, 000

(The arrplane purchase ‘does - not quahfy ‘the. reparrs at -
o locatron E do not qualify; ‘and the purchase of existing
. property -at_location. F does not qualrfy ‘See NJSA. -

o . 54:10A-55and NJA.C. 18:7-3, 220))

Seoond, calculate the number of el1g1ble new ]ObS created £
o as follows in order to arrive at the new ]ObS factor '

lme 6(a) Average New Jersey employment for{

- this tax year' - ° ‘!'1'20.7

- lme 6(b) Average New Jersey employment for R
‘last tax year . - (o500
- line 6(c) Subtract line’ 6(b) from lme 6(a) S 0
- line 6(d) Divide line 6(a) by 2~ = S 60 -
“** line 6(e) Number of eligible newjobs .~ .~~~ - - 65"
- line 6(f) Smaller of 6(c), 6(d), or 6(€). S 60
* line 7(a) Divide line 6(f) by 50 with no remalnder SR
* line 7(b) Multiply line 7(a) by .005- - 005
4.: “hne 7(c) Enter the smaller of 10 or, lme 7(b) o 005 .

' (The number of ehgrble _]ObS is hmrted to 60 one-half total

- ABC is, with $10,000, 000 in: gross recerpts,.‘
- not. a small taxpayer m 1994) e z
' The new ]obs factor is 005 c ';‘

'*Thrrd, calculate the maxrmum annual credlt
- line 8 Multlply line 7(c) X line 2 x 2

005 x-$1,175,000 % 2 = $1 175-«
- line- 9 Quahﬁed mvestment from prior two years - 0

lme 10 Aggregate Annual Credit: .
(Sum of hnes 8 9(a), 9(b) 9(c), and 9(d))

e "All locanons are in- New Jersey. - None of the locatrons ,
e are in an urban enterprise zone. SR

" New Rule, R: 1995 d. 461 effectlve August 21, 1995 B
‘See: 27 N.J.R. 840(a), 27 NJR, 3209(a). v
-Administrative correction. = - <

 Public-Noti¢e: Inflation ad]ustments \:" :
‘See:, 27 N.J.R. 4921(a).. -

$1 175 000 -

~ 81,175

__DEPT. OF TREASURY—TAXATION

Fourth calculate tax attrlbutable to new vmvestment Whrch
" is elrglble to be offset by the credit (which is proportronal to: . <

compensanon of new employees relatlve to all employees)

lme 11 Compensatlon of all new ]obs in New :
Jersey attrrbutable to the- quahfred mvest- .

V$3 000 000 -

.ment : :
line- 12 Total compensatron of all employees m ;
New Jersey. T $5 000 ,000 . -
line 13 Divide line: 11 by lme 12 AT PR SRR 60 L
line 14 Enter tax. hablllty from front page of L v
CBT -
' lme 15 Mulnply lme 13 by lme 11 CBT—IOO T
page 1 : 6,000 -
Frfth arnve at the allowable credrt _ ¢
" line 16 MultIply lrne 15 by 50 percent ' -$3,000 -
‘line 17 Enter the smaller of line 10 or line 16 -

See: 27 N.J.R. 4908(a).

Public Notice: “Inflation ad]ustments

- See: 20 NJR. 708(a)

18 7-3. 23 Research credlt

T(a) A taxpayer shall be allowed a credlt agamst 1ts corpo-;

: _ratlon ‘business tax liability inan amount equal to 10 percent
-of the excess of the quahfred research expenses for the fiscal =
- ‘or calendar accountmg year over the base. amount, and. 10{
_ percent of the basic research payments determmed in accor- -

dance with IRC Section 41 as in effect on June 30, 1992, =

_provided. that IRC Section 41(h) relating to termination of -

the avallabrlrty of the credrt in 1995 shall not apply

(b) For purposes of this~ sectlon, the term “qualrfred

research éxpenses” means the-sum of the: following amounts ™

which. are pa1d or “incurred by ‘the taxpayer during the

_taxable year in carrymg on: any trade or busmess of the
: taxpayer ;

L In-house research expenses and

20 Contract research expenses

N

-/ (c) In" general the term “m-house\research expenses o
‘means:. .. L R

L Any wages pald or mcurred to an’ employee for
‘ quahfred services: performed by such employee, _

2 Any amount pa1d or mcurred for supphes used in
the: conduct of quahfred research and :

s 3 Under Federal regulatrons prescnbed any amount'
/.-pard or incurred to. another person-for the- nght to use.

computers 1n the conduct of quahfred research

726



