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LETTER OF TRANSMITTAL
TOvTHE LEGISLATURE OF THE STATE OF NEW JERSEY:

A feasibility'study of the optional double weighting for

the sales factor in the Corporation Tax Allocation Formula is

“herewith submitted, pursuant to Senate Concurrent Resolution

(SCR3024), filed January 19, 1978.
" Double weighting of the sales factor would result in a
substantial reduction in corporation tax for a small number of

corporations. A major portion of all corporation taxpayers would

‘not be affected. However, if use of double weighting is

- optional, the revenue effect would be substantial resulting in

an estimated net loss of $19.3 million based on the 1975

income year before adjustment for prepayment losses the first
year. If use is ﬁandatory, the-estimated loss would be $12.7
miliion. Although it has been claimed that the change woulq
generéte increased corporate activity and increased cérporation

taxes, there is no evidence to that effect.






L*tter of Transmlttal n ‘ -2-

New York and Massachusetts‘are presently implementing such
a change in corporation business allocation. Tax officials
in both states adv1se that sufficient time has not elapsed to

adequately appraise 1ts effect.

Reépectfully submitted,

éd«:/ Hpoer
Sidney G aser‘

Director
Division of Taxatlon

June 5,
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SUMMARY. OF TINDINGS

AS AN INDUCEMENT TO INDUSTRY

1.

The probability is slight that location decisions will be
favorably 1nf1uenced by a double weighting of sales in
the allocation factor.

~‘Some location deCLSlons will be adversely influenced by a

change in allocation factors.

‘The llghter welght given to property and payroll in the

proposed allocation factor are insufficient to counterbalance
the relatively high costs of labor and property in thls State.

'There is no evidence to ind1cate that the proposed formula

will expand the Corporate Tax Base.

Our research 1ndicates'that 1ndustfy prefers uniformity of
allocation among states, and views a change from standard

~allocation formula as an- annoyance.

IMPACT,UPON’STATE»REVENUE

1.

2.

Increased administrative costs would be expected to result.
from increased audit activity.

The revenue effect is substantial. Calculations for all :
allocating corporations for the 1975 income year (1976 collections)
indicate a reduction of $16.1 million in net income tax for

3,937 corporations. Application of the same optional allocation
formula to net worth would reduce the corporation tax by another
$3.2 million--bringing the total tax reduction to $19.3 million
before adjustment for prepayment losses during the first year.

Approximately 81% of the calcuiated‘éorporatlon tax reduction
would apply to 200 large multi-state cprporations. Some

,examples are included

Growth in corporatlon 1ncome net worth and tax since 1975

suggests tax reductions higher than the $19.3 million calculated
for that year.
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I. PURPOSE OF THIS REPORT

On'January 19, 1978 éenate Concurrent»ResolutionsNo. 3024, requesting
the Division of Taxation "to investigate the feasibility of the optional .
double»weigﬁging of the sales tax factor in the Corporéte'Income Tax

apportionmeﬁt formula and to report to the Legislature its findings and

" recommendations as to the implications such an allowance would have on

~ State tax revenues, and the inducements it might create for increased

industrial investment in the State of New Jersey" was filed ﬁith the

-Secretary of State. ‘This repreéents compliance with that resolution.

' II. WHY ALLOCATION?

‘_Forfthe'same reason states can tax all income of individuals, wherever

earned, they can also tax all income of domestic curporations, wherever

earned. Similarly, for the same reason states can tax non-resident income
only to the extent that it is earned in that state, they can tax foreign

corporatioﬁs net income only to the extent that it can be brought into their.

taxing jﬁfiédiction.>
| There aréiﬁhreé usual meansvdf arriving at a staﬁe's ﬁroportioﬁate
shafe:.‘(l) sepéréte accounting, (2) aésignmént of particulér types of
income tﬁat’can be said to be earned in a particuiar statebto tﬁét éta;e, 
and (3) appbrtioﬁmenf by a mﬁthématical formula.

‘The largér part of busihesé income fof a multistate corpbration
which might consist'offé'wideAassortment of various activities which cross

state lines in a manner not measurable within an integréted operation

cannot be satisfaciorily assigned by'methods (1) or (2) above. In order
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to deVise?ap,equitable sysfem.of‘dividihg ;his income for taxation
purposes, all states that have corporation income taxes have épportionment
formuias. It:is usually the case that states allow domestic cérporations
to allocate in o;der,not to blace suCh_corporatioqs at a competiiive
disadvantage.
I1I. . DIViSION.OF'CORPORATE INCOME - HISTORY

As early as 1921, thé‘Nafional Tax Association set férth model taxation
acts.. In}1922ithe income division sections of the model buéiness tax act
were réviéed_té_ﬁring fheir pfovisibns more closely into accord with State
practice.. It was conclu&ed thaf if uﬁifdrmity was to be attained, the L
Proposals would ﬁéve to be tailqred t0»fit.the views of the States.

‘Thié'cdnclusidn has colored 511 subseQuent-efforts to achieve unifdrmity
of incomé division. The major concern by the midkthirtiés was tﬁe creatioh
of aﬁ.a¢ceptab1e apportiénﬁent faétor. »The equally weighted property-
receipﬁs;§a§roll factor formula had the widest sﬁpport from'thé states.
(A fout;f5¢torbformula, pfoperty + payro1l + feéeipts + receipts /4 was
sefiously~éonsidered by the Natidnal Tax Associétion in 1938. It was
evéncuall& decidéd against because its'aéqption would fequire fdo mény
Changeé'in state laws.)

| In 1957, ﬁopes were:raiéed'that,fhe states could solve the problem of

equitaﬂlébincome distributiqn without Federal assistaﬁce, wﬁen the National
¢onfereﬁcé 6f Cpﬁmissibners.on Uniform State Laws a&opted the Uniform
Divisioﬁ{of.Ingqme fér Tax Purposes,Act.: Between 1956 and 1963 only 3
states adépfed this Act.

In 1961, the éubcbmﬁittee on Stéte Taxatioﬁ of Interstate Commerce,'

_Hduse Judiciary Committee, began a four year study of Corporate Sales Taxes
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and Income Taxes. Their ropoft described the Corporation Tax sysﬁom
in effect in 1965 as follows:
Alﬁhbugh it cannot be said that Interstatce business is Loday
incurring burdensome compliance costs, the rcasons for the
- absence of these costs raise serious issues in themselves.
What has happened is that the ...multistate tax system...has
resulted in non-compliance and in the incquities which come
with a tax(i¥stem in which formal requirements have been
~ abandoned. "7 . .

As a result of this study thé Interstate Taxation Bill of 1966
(HR 11798) was introduced (but mot enacted). Since 1966, several Versions
of the Interstate Tax Bill (incorporating the property, payroll and
receipts allocation formula as an optional maximum) have been introduced.
None hés passed.

Of the 45 states (and the District of Columbia) which tax corporate
net income, 35 states (and the District of Columb.a) use the property-payroll-
receipts‘factof. These are Alabama*, Alaska%*, Arizona, Arkansas¥*,
California*, Connecticut, Delaware, the District of Columbia*, Georgia,
Hawaii*, Idahq*, Illinois*, Indiana*, Kansas*, Kentucky¥*, Louisiana,
Maine%*, Maryland, Michigan*, Montana*, Nebraska,'New'HampShire, New Jersey, .
New Mexico¥*, North.Carolina*,'North Dakota*, Ohio*,-Oklahoma*, Oregon#*,
Pennsylvania%*, Rhode Island, South Carolina*, TenneSsee*, Utah*, Vermont
and Virginia*, Five states, Florida, Massachusetts, Minnesota, New York
and Wisconsin,‘have weighted property—payfoll receipts.factors; Five

states, Colorado, Iowa, Mississippi, Missouri and West Virginia do not

‘use one of property, receipts or payroll in their allocation factor.

(1)Report of the Special Subcommittee on State Taxation of Interstate
Commerce House Judiciary Committee, 1965. p.384.

*Have adopted the UDITPA - Uniform Division of Income for Tax Purposes Act.
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THE PROPOSED OPTLONAL CORPORATION NET TNCOME TAX ALLOCATION FACTOR

"A.  The Corporation-Business Tax Allocation Factor

~ The New'Jersey Corporation Business Tax Act imposes a tax of 2.
mills per dollar of Allocated Net Worth and 7.5 cents per dollar of

Allocated Net Income on most corporations doing business or having -

assets in New Jersey. ‘The Allocation Factor, or Allocation Percentage,

is the percentage of Net Worth (or Net Income) apportioned to

- New Jersey by corporations doing an interstate business. In the case

of an Investment Company the Allocation Factor is 254. In the case

_of a Regulated Investment Company or Real Estate Investment Trust

the Net WOrth Allocation Factor is 15% and the Net Income Allocation

"_Factor is 4A. In the case of a regular corporation maintaining no

regular place of business outside New Jersey or waiving allocation, .

the‘allocation percentage is 100%. For all other corporations liable

.forithis'tax the Allocation Factor is defined as follows:

NJ Allocation‘Factor _ % Property + % Receipts + % Payroll
lbwhere: A Property = (§) Tangible Property in New Jersey
' : : ($) Tangible Property Everywhere-

($) Receipts ‘with New Jersey 31tus
($) Receipts Everywhere

% Receipts

% Payroll - ($)Wages, salaries and other personal
: " compensation--New Jersey

($)Wages, salaries and other personal
compensation——Everywhere

If the denominator of one of these fractions is zero, the other
_‘two are added and the sum divided by 2 and if the denomlnators

of two of the fractlons are zero, the remalnlng percentage may

be-used.as the allocation factor.






An additional apportionment is built into the Corporation

~ Franchise (Net Worth) Tax. This tax is paid on the greater of

A116Ca;ed Net Worth (as definéd above) ar.d one-fourth of New Jersey

tangible assets.

If it appears that the allocation facﬁor as computed above does

1

‘ not'reflect the New Jersey activity of the corporation, the Director

of Taxation may adjust, or the taxpayerumay request an_adjustmént,

of the allocation factor. = (NJSA S&:lOA—S)

’ B.v The Propbséd Corporétion Net Income Tax Allocation Faétor (Optional)

The'Net-InCOme'Tax'Allocation Factor with receipts double weighted

is defined as follows:

DW~Allocation'Factor - % Receipts + % Receipts + % Property + ¥ Pajioll

or, alternatively, the average (among the receipts,‘pfoperty and

. payroll percentages)‘of those fractions withbnonmzefo denominators

(where the receipts percentage is counted as two fractionms).

- This change;will not affect those corporations with no regular

place‘of business outside New Jersey, nor will it affect Investment

.Companiés, Regulated Investment Companies or Real Estate Investment

Trusts. It will affect only-allocating~éorp6rations.
~ The option to use either the old or the new alloéation factor means

that,~ﬁresumab1y only those corporations}whichbstand to gain from using

" the DouBleVWeightéd‘A110catioﬁ Factor will use 'it. This change,

fhérefére,baécording to 1976 figures, would affect 3,937 out of‘lSO,AOO

.Corporétions (or 2.62% of all corporations.)
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V. CONCLUSIONS ABOUT TIHE DOUBLE WE) QITED FORMULA AS AN INDUCEMENT
TO INCREASE INDUSTRIAL INVESTMENT IN NEW JERSEY

A. It‘is'not the case that large location decisions will be favorably
infiueneed by a change in the Business Allocation Factor. The Fantus

. Corporation, in a Consultants' Report to the New Jersey Manufacturers
'Insurance‘Conpany, says

In the news lately has been a trend to double weight the .
sales factor in the corporate income tax apportionment
formula. Massachusetts and New York recently followed .
Florida and Wisconsin in the adoption of this practice.

- The.possibility of New Jersey follow1ng suit has been

‘suggested in some quarters.

"It is Fantus' understandlng that such a move by New Jersey
would be undertaken primarily as a defensive measure, since
some of the competitive states have adopted such a posture.
Proponents also argue that double weighting will encourage
job-creating investment in the state and discourage the
out-migration of plants and employees (i.e., in effect it
would be very favorable to companies wit.. a relatively
large capital and payroll- presence in the state, as

- compared to their in-state sales).

Viewed strictly as a facet of New Jersey's business climate,
double weighting of sales will also have negative effects.
For instance, there will be those companies withA"capitalv :
payroll-sales" configurations requiring highest corporate
income tax payments under the proposed apportionment formula.

If, after sufficient study of the subject has been made,
and double weighting of sales is deemed necessary, Fantus
would recommend making it optional for the individual
taxpayer. In this way, the choice of single or double
weighting sales can be promoted to potential investors

as a true incentive, without suffering the backlash of
.negative investment decisions (i.e., against locating

or expanding in New Jersey), which would ?Qfompany a
switch to the double welght system alone.

****

‘v(z)Fantus Company, A Research Program To Strengthen New Jérsey's Competltlve
Position For.Business And Industry, pp. 41-42.
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v’(3)

Typically, corporate income taxes are not the critical screening
factor in location decisicns. This is especially true of
multiplant companies (with facilities in a number of states)
where allocation of income often involves complex computatlons
based on total corporate accounts. At any rate, New Jersey's
corporate income taxes by themselves have not been viewed as
particularly onerous by the business community.

B. It is>thé case that some 1qcation decisions will be‘advérsely
infiuenced by a cﬁange'in allocation formula. That is to éay; there
Will’bé'somé>corporatioﬁs:that Wiii_choése out of state locations
'<in order‘to gain from allocatidn; As Ralpﬁ Vecchio, Deputvairé;tof

of the New York StatevCorporationbfax Bureau says of this state's
‘expérienCé with the mandatory DW Faétor,

A side effect which I expect to see is the establishment

(of out-of-state offices by non-allocators). Like many
states, New York does not allow allocation unless the taxpayer
establishes a bona fide regular place of business outside

New York. If I were advising a company, I would certalnly
examine the...savings possible from allocation.

. e e mm amm e = W ® e e e ey

Ibid, p.38.

(Q)Vecchlo, Ralph, "Use Of a Welghted Sales Factor in Apportioning Corporate
Income," Revenue Admlnistration, 1976, p.79.







C. The Relatively Lighter Welpht Given to Property nnd'PnyrnJl
in the Proposed Allocation Factor Are [nzuflficient to Counterbalance

. LY
the Relaively High Costs of Labor and Property in New Jersey.

On recalty taxes, New Jersey manufacturers have long suspected
"that they have not received fair treatment at the hands of the
tax assessor. A statistical study of true tax rates recently
completed by the Center for Local Tax Research tends to agree.
According to the study the average true property tax rates in
New Jersey are: residential 2.84%; vacant land 2.79%;
industry 3.51%. Early rectification of this situation should g )
much to improve the stagf;g*tig image in the eyes of industry.
In New Jerséy the costs of unemployment insurance have tended
to be higher than other states by reason of more liberal

- benefits..(These replace) such a high proportion of take home
pay (as to provide) scant incentive to seek or accept employment
until all benefits have been exhausted.

* % % %

The image of worker's coTyfnsation has paralled that of
unemploymgent insurance. .

* % % %

Labor management relations and labor laws have not been accorded
sufficient 1mportance in studies of New Jersey's industrial
development. Fantus' experience with out-of-state firms indicates
that this facet of business climate has had a tremendous effect
on numerous investment decisions. In many cases New Jersey has
been knocked from contention very early in the location decision
making process, because...high wages and fringe? can be expected
due to the degree of organization in the. state. :

* % % %

5y . | :
(-)Fantus,<oprcit. p.32. The 1977 average true value tax rates for these
property classes were: Vacant:$2.42, Residential: $2.65, Business: $3.50.

(0 1pid. p.35.
M1pid. p.36.

@ - s
Ibid. pp.25-26.
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A very interesting thoupl® process has been tdentificd for
some New Jersey firms with a need to expand. Many executives
realize that union organization of their new facilities may
be inevitable; however, if they mcve to certain southern
states...union representation can be delayed for a couple of
years. This can make or break an expansion, sincé many
extraordinary costs are encountered only during the first
few years of operation. .In the same vein, some companies
have contractually agreed with their unions that any new
plants in New Jersey will be automatically organized, and
existing wage and fringe benefits will apply. This again
makes for unattractive investment in New Jersey.

D. Tﬁere is no evidence to indicate that this allocation factor

will expahd the corporate'tax'bése. There is a body of opinion

holding that nothing short of an overhaul will do this;
Accofding to the Fantus Corporation,

Uncertainty concerning the tax outlook in the state has also

hindered development in the past. Therein lies the importance

of the recently passed income tax, which can form the basis

for solid tax reform. The repeal of such "budget balancing add-ons"
as'the retail gross receipts tax, the capital gains and unearned ’
income tax, and the unincorporated business tax, can also contribute
to a more stable situation (i.e., psychological, since these

.taxes don't affect most manufacturers).

In summary, New Jersey's tax climate is now in a state of flux.

A number of recent changes seem to be heading the state in the
right direction, but more remains to be doné. The key must be a
concurrent effort to improve:.the various aspects of busimess
climate. For example, witness New York and Massachusetts which

can boast many of the tax incentives discussed above, yet by
focusing primarily on taxes, significant positive change in how
industry perceives their business climate has yet to take place.(lo)

E. Industry, which has been asking for uniformity of allocation among

states in order to reduce the cost of corporation tax return preparation,

may view a changé.from the relatively standard allocation formula

(9

(10)

Ibid. p.26.

Ibid. p. 42-43.
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that New Jersey now uses as /n annoyance. Moreover, the mandatory
double weighted factor is open to constitutional challenge on the

grounds of unfairness.

The following is excerpted from the Statement of Leonard E. Kust,
Member, U.S. Chamber of Commerce, before the Senate Finance Committee,

'Subcommittee on State Taxation of Interstate Commerce:

The Natlonal Chamber favors the enactment by Congress of
legislation which will:

1. Establish a uniform jurisdictional standard for the
. imposition of taxes by the States on interstate business.

‘2. Promote uhiformity in the division among the states of
interstate business income and in the tax base for income:
tax purposes, and

3. Promote uniformity in definitions of common terms and common
standards used by the states. in the imposition of the
- obligation on interstate sellcrs to collect sales and use
taxes.

It is clear that Congressional action is needed to solve a
problem that cannot be solved in the foreseeable future by a
compact of the states. In spite of efforts...to form such a
' compact, only two-fifths of the states are members and the
compact itself is of questlonable legality.

The apportlonment formula for the div1s1on of income should include
the three factors of sales, property and payroll. This formula,
used by most of the states, is contained in the Uniform Division

of Income for Tax Purposes Act. As may be seen from the 1966
‘House hearings, most of the business representatives preferred

the three-factor formula.

The sales factor should be on - a destination basis. The numerator
should consist, without exception of sales of products. delivered in
or shipped into the tax1n§ jurisdiction. The denominator should
consist of total sales.

11 : . ’ '

( )Subcommittee on State Taxation of Interstate Commerce, Senate Committee

on Finance; Hearings an Proposals Regarding State Taxation of Inter-
state Commerce, 1973, p.90. '
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‘The American Textile Manufacturers Institute, in the same
~ hearings, said:

ATMI favors the optional three factor formula to define the
‘maximum income or capital that can be attributed to a particular
taxing jurisdiction. There is a pressing need for a uniform
formula for the division of income and capital among the states,
both to provide more equitable treatment of businesses operatin%
in interstate commerce and to lighten their compliance burdens. 12)

|

i ‘ Ralph Vecchio says: -

I, as tax administrator, must assume that double weighting is

_ constitutional. The issue has not been clearly settled, however,
and an honest evaluation of precedent does not lead inevitably
to a conclusion that double weighting will withstand a constitu-

tional challenge. Consequently, such a challenge is to be
expected. (13) : :

VI. .IMPLICATIONS OF THE DOUBLE WEIGHT FACTOR ON STATE REVENUE
A. Administrative
The New York State Department of Taxat’~n and Einanée has been
unable to provide New Jersey with a meaningful estimate of increased
administrative costs resulting from adoption of this allocation factor,
because they have insufficient data at present. They do know that
there will be increased enforcement cost. As Ralph Vecchio writes
in the article mentioned previously:
I foresee taxpayers coupling very limited activity with
taxability in another state to claim a regular place of business
there...We will have to look to the bona fides of a regular
place of business... ' '
Theseicases will no doubt present very difficult fact questions, .
but they are not insurmountable. One case already decided in

New York concerned a taxpayer who rented space in a public
warehouse in another state and put a few thousand dollars worth

(2 1h14. p.446.

(13)VeCchio, Op. cit. p.89..
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“of merchandise there...The poads never moved = the same fow
- thousand dollars stayed and never changed. Obviously, this was
not a bona fide regular place of business.

1 believe it will be incumbent ou US... to examine whether there
is a real b2§iness purpose in establishing a location outside
New York. (14 N ' ' '

B. vState Tax Revenues
A'corporation's Ngw Jeféey Nét Income as well as its percentéges’
of pféperty,Areceipﬁs andipayroll can change from year to year.
Thérefpre it is difficult to éstimate fu;ure fax;revenue implicationsl
 of sﬁcﬁ a.change,with certainty. We ha&e béen able fo compute the
tax revenue effects_of_this change for Return Year 1975 (the latest
‘availébie data). fhis meané‘that estimates of the change in current
.ﬁai:cdllections must be éséumed‘to‘bé like thbse ﬁalcﬁlated for thé
" tax year 1975 éubject.to édjustment upward for iﬁcome growth and other
factors. It is estiﬁatéd that this prpposal will reduce =
>ACor§oration Net Income Tax 1iability.of.3,937 corpdratiéns by
v$l6.1 million. _Appréximately 81% bf‘this ﬁoney would go to 200 multi-
state corporations. ‘. | |
 Réa1istici1y any'éhange in aliocation-factor should apply,to
" net worth as well as,ﬁet income. .Calculations for 1975 tax fear'
| réturné indicate'tbat pptional application of the double_weighted‘
formulé ﬁo‘net worth would reduce thé tax‘for'tﬁese'same 3,537'
éorﬁo;étioﬁs by'an additional $3.2‘milli§n.‘ This‘wduid mean évtotai
xéductibn of $l§.3{hillipn in quporation.Téxvrevénues before any

édjﬁstment to reflect prepayment losses during the first year of

(19 1p14. p.89.

. ¥






" losses during the fifst year 6f application.
| Cémputations have been made under two mutually exclusive
assuﬁptions. §i£§£; it is assumed that thehfax paying corporation
_Vmay elect to continue the present allocation or moVeAto-thé new one.
vSeéond;‘iﬁat‘all corporations WOulg be required to use the new fofmula
baséd quh doubie weighting of receipts. As pfeviously’statéd'it is
assumed that no corporation‘WOuid haveAits takes increased ﬁndéf the
firstlaésumptibn wheréas tﬂose that'do not‘benefit from dqﬁble'weighﬁingv.
of receipts would have their taxeé increased under the Seéond. |
Ail computétibns are sdmmarized in the fOlldwing table‘and

‘descriptive’ text.

Effect of Proposed Change In Busines; Allocation
: Formula on Corporation Taxes v
($ Amounts in millions)

Optional - . Mandatory

» _Gaining No Chag..Total Gaining Losing Total
Number 3,937 6,209 10,146 3,937 6,209 10,146
Net Worth Tax S : , o .
_ Present $ 21.2 $ 8.8 $ 30.0 $ 21.2 $ 8.8 $ 30.0.
Proposed  _ 18.6 = __ 8.8 _26.8 18.0  _10.0  _-28.0
Difference  $ 3.2 $ -0-§ 3.2 §$ 3.2 -$1.2 § 2.0
,.Net'Income Tax . ’ : :
Present $ 99.6 '$ 37.9 $137.5 $99.6  $37.9 $137.5
~ Proposed - _ 83.5 37.9 121.4  _ 83.5 _43.3 126.8
~ Difference  §$16.1  § -0- § 16.1  §$ 16.1 - § 5.4  § 10.7
Tdtal ' | ‘ R o - : : ’
Present $120.8  $ 46.7 $167.5  $120.8 $46.7 $167.5
Proposed =~ 101.5 46.7 _148.2 101.5 ~ 53.3 154.8
 Differemce ~ $19.3.  §-0- $19.3  §19.3 $ 6.6 § 12.7

% Change ~ - 15.9% -0- - 11.5% - 15.9% + 13.9%2 - 7.6%
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' 10,147 (6.75%) of 150,400 corporations filing New Jersey )
" Corporation Business Tax Returns in 1976 were "allocating corporations"
(less than 100% in New  Jersey). :

3,937 corporations (38.80% of all allocating curporations) would v
reduce their tax $19.2 million with double welghting of the receipts factor
in the allocation formula.

This 15.9% reduction for 3,937  corporations would be distributed
between net worth and net income taxes as follows: :

Net worth reduced $3 2 million from $21.2 millionito $18.0 million.
Net 1ncome reduced $16. l mlllion from $99.6 million to $83.5 mllllon,

6,209 corporations (61.20% of all allocating corporations) would

increase their tax $6.5 million with double welghting of the receipts factor
in- the allocation formula.

This-13.9% increase for 6,209 corporations would be distributed between |
‘met worth and net income taxes. as follows:

Net worth increased $1.2 million from $8 8 million to $10 0 million.
, Net income 1ncreased $5 4 million from $37.9 million to $43 3 million.
If the double weighting formula was applied to all' allocnting

corporations" the net reduction would thus be $12.7 million (7. 64) of tax
liability of allocators. :

If the double weig;ting sales formula were optional at the choice of
"the taxpayer corporation, the reductlon would total $19.2 millien (11.5%).

Only the 3,937 benefiting corporations would elect to use the alternative

- formula.. These benefits would average $4 886 per benefiting corporation.

All computationsaassume no change in operations as they existed when
1976 corporation tax returns were filed. There is no estimate of possible
~changes in operations of the 6,209 corporations for which no benefits are
anticipated ’ :

No assumptlons are made concerning possible changes in operating
‘procedures for corporations not allocating in 1976. New York State tax
administrators report that double weighting of the sales factor in that
state has led some non-allocating corporations to open sales offices outside
the state to gain some advantage in allocation.
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VIT. SOME -I‘EXA‘MPLES OF BliNIZFIéIARIES AN‘D NON—BENEFICIARIES

E&Qﬂglﬁ;l is a lérgc exporter with a numboer Qf facets cspéciﬂlly
 su1ted to New Jersey 1oéation. It has the fcllowing percentages:

6.83642 Préperty, 3.36347% Receipts and410.7615% Péyroll. It presently
allocates 6.9871% of NétAIncomej(afferlédjuétmeht) to New,Jérsey. It
would allocaté 6.08127% of'Nét Inpbme under- this propbsal. Its 1976 Net
-Income Téx liability wésf$7.3 millioh.‘ It would have been $6.3 million.
This corporatibn woﬁld haVe had its ﬁet Incéme‘Téx liabiliﬁy féduped By
'$1 miili§n because,éf itstew’Jersey allocation and ité first yeérAtéx
paymeﬁt'reduced’ﬁy_$lf6'million. To iﬁcrease its property pefCeﬁﬁage by
one per ceﬁt,.this‘édrporation would have ﬁo-loéate an additiona1:$400.
millidn_iﬁ,léﬁd,fbuildiﬁgs(and/or'equipment in New Jersey. |

Eiahgle 2 is a large importer because a dis .rcportionate sharé of
its ﬁarket'is in New Jersey. It has the following New Jersey fercentages:
Property: 2.3427%, Receipts: 3.925%, Payroll: 3,2850%.

ToiiﬁcrgéSe its properfy.percentage'sufficiently to receive a small tax
advaﬁtage‘would requiré minimal investment of  $400 million. This proposal
oftitself provides insufficient;inéenti&é for fhat kind of invéétment.

| Exgmgié 3 is large-importe; which will soon become an exﬁorter.l If
: haé‘the.fbliowiﬁg'New Jersey pefcentages:. Property: .6366%, ReCéiptS; :2.6026% -
Payroll: ..6294%;v'1t wouid réquire;a capital investment ofb$é00 million to
bring‘this éotpbfation #évfhe point at which it benefits from the proposal
~under consi&eratioﬁ.“ThiS'bofpération.will ﬁakelthat investment only in

Orderkto increase4itéfprdfits; as indicated by decisions already made.






. Example 4 is a large_depsrtment store chain in the United States.
It has been chosen_ns an example because it is typical of allocating rctsil
stores. ltsiNew Jersey percentages are: Proverty: 3.2179%, Receipts:
3.0775%, Payrollz 2.90952. Double weighting receipts in its allocetion
formula Wonld not change very much the Corporation BusineSS Tax this
eorporation peys. Retail stores have in common the fact‘that increase
in any onelofvthe New Jersey percentages usually requires;inCrease in all
three. |

-Eggmple 5 is a large exporter located almost entirely in Néw Jersey.
Its New Jersey percentages are: Property: 90.7012%, Receipts: 6 475/
’bPayroll'»’85'3587%.‘ Its 1975 allocation fector nas 60. 845%. Had this -
proposal been law its allocatlon factor would have been 47. 25254. This
“would have reduced its Net Income Tax llability bv $1 5 mlllion. Include
reduction in’ prepayment liability and the total first year reeuctlon
in Corporation Business Tax becomes.$2;5 million. This corporation
located in New Jersey because of the advantages New Jersey offers to

research oriented firms.
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‘ 18. Total Real and 7anezble Personal Properly : $ ‘ ' FS

¢  Computation 'o:f— the Present A'llocatien,‘Factor:

_ : o A) New Jersey Corporation Tax Return - Schedules J and K
T .~ B) Instructlons for fllllng in Schedules J and K
A -

v

h SC“__EDULE’ J (See Instruction, 26)

(a). This schedule showing average values of real and tangible personal property must be completed by every taxpayer entitled to and electing to allocate,
(b) The average values of real and tangible perqoml propeny are to be computed on the basis of the aver..zge book values theteof and not on original cost.

(c) The batn upon which the . amounts |n Cols. A ‘and B bclow h'lvc been averaged is .oonenn bttt ea e e e bt eenaabreen seerees (See Instruction 26).
~ ) (olumn A . Column B

S Aqulq o ~ AVERAGE VALUES (See Instruction 26) .
Ytem - - S ool __(Omit (cnte) BUREAU USE ONLY .
No._ L o ‘ Everywhere . New Jersey E : : :
R L I — T o I 7 '

15.. Maéhi’nery and Equipment ....,....... ..................

16. lnvcntones e ‘ e

1

17, Al other Tangible Personalty - ) .
(Itemize on Rider) ... . e

(Total Items 13 to 17) (Carry Item 18, Column
B to Item 8, Sec. II, Page 1)

SC“CDULE K § o ' COMPUTATION OF ALLOCATION FACTOR (See Instruction »2.7)

IMPORTANT - THIS SCHEDULE MAY BE OMITTED: (a) it thls taxpayer does not maintain a regular place of business Ol.ltSlde this state other than a stamtoty
office, in which case the tax law requires the allocation factor to be 100%; or (b) if this taxpayer, for ractical convenience, wxshes to waive the allocatton
provisions of the act and allocate 100% of the adjusted net worth and adjusted net income to the State of New Jersey, . -

1. Average value of the taxpayer’s real and tangible personal property OWNED ) COLUMN A (oMY CENTS), . CO‘LF’MN 8
(a) - In New Jersey (Schedule J, Column B, Item 18) ......... . s
(b) Everywhere (Schedule J, Column A, Item 18) . N

(C) Pucentage in New Jetsey [ltem 1(a) divided by Item l(b)] ‘Enter in Col. B wovereveerae RO S a ) ) . : : %

2 Receipts: : o -
‘ (a) From sales, in thc reguhr course of busmess, of ranmble personal propcrry I.LOCATED. in New
’ Jersey at time of receipt of or approptriation to the orders, where shipments are made to points
within New Jersey, IRRESPECTIVE OF WHERE THE ORDERS WERE RECE, IVI-D OR AC. i
CEPTED. fsee Instruction 27(b)] B X S

(b) “From sales, in the regular course of busrness, of tanglble persona! property LOCATED outside
New Jersey at time of the receipt of or approptiation to the orders, where shipment is made to
~ points within New’ Jersey. IRRESPECTIVE OF WHERE THE ORDERS WERE RECEIVED OR
" ACCEPTED. [See Instruction 27(b)] - sesses : v A

' (c). From services performed in New ]ersey dessten . CRUNN s...

(d) . From rentals of property situated in New Jetsey U, y " [ J

" (e) From royaltxes for the use in New ] érsey of patents and copynghts : e . v L JR. _

(f) All cther busmccs receipts earned in New Jersey. - [See Instruction 27(c)] imenne | 8

S. Allqcalioh“Facior [Item 4 divided by three, or by the number of petcentages lncluded in Ttem 4 — See.

(g)  Total New Jersey receipts [Total of Ttems Z(a) to. 2(t), mclusrve. in Col. A] ...... : . s

“(h) Total receipts ‘from all salcs, services, rentals, roy'xlncs and other business transactions’ wtth-
m and without: New ]etsey. - [%ee lnst. 27(c)] . : . : [3

(i) Percentage in New ]e:sey [Item Z(g) divided by Item Z(h)] . Enter in Col. B esragessasterassasasnnns s » ‘ c ’ .. %

3.’ Wagcs‘ ﬁalanes and other pcrsonal serVIce compensauon [See Inslmcnon 27(d)]
(a) in New Jcrsey cerst st b ersnssers s sun it ;

(b) ['vrry\vh( TC wiemiomasti et s ene
(c) Percentage in New Jersey [Item 3(a) dlvnded by Item 3(b)] .. Enter in Col B.

4., Sum of New Jersey percentages shown at Items 1(c), 2(i) and 3(c). Enter in Col. B .

lnstruction‘27(e)] . Enter in Ool B-and carry to Page 1, Item 4'and Page 2, ltem 38, 0 . v ] e e estestsenateses prearasans %

T
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27,

SCHEDULE J - AVERAGE VALUES: Average value is generally computed
on a quarterly basis where the taxpaver's usual accounting practice permit
such computation. At the option of the taxpayer ar the State, a more frequent
basis (monthly, weekly or daily) may be used. Where the taxpuyver's usual
accounting practice does not permit computation of average value on s quart-
erly or more frequent basis, a semi-annual or annual basis may be used where
no distortion of average value results. If any basis other than quarterly is used,
state the basis and reasons for use thereof on rider.
SCHEDULEK - ALLOCATION FACTOR:
(a) ITEM 1. PROPERTY FRACTION: For general information regardmg
methaod of valuation in arriving at average values, see Instruction 26. Tan-
gible personal property is within New Jersey if and so long as it is physical-
ly situated or located here. Only property OWNED BY THE TAXPAYER
" is to be included in either the numerator or denominator. Property. of the
taxpayer held in New Jersey by an agent, consignee or factor is (and prop-
erty held outside New Jersey by an agent, consignee or factor is not) situ-
ated or located within New Jersey. N
(b) ITEMS 2(a) and 2(b) ~ALLOCATION OF RFLE[PTG 100% Alloca-
‘tion to New Jersey of receipts from sales of tangible personal property
is required where New Jersey, or another State or place is the place of
origin and New Jersey is the destination.
(c) ITEMS 2(f) and 2¢h) ) )
(1) RECEIPTS FROM SALES OF CAPITAL ASSETS: Receipts from
sales of capital assets (property not held by the taxpayer for sale to
customers in the regular course of business), either within or without
New Jersey, should not be included. Note: Where the taxpayer’s busi-
ness is- the buying and selling of real estate or the buying, holding or
selling of securities for investment purposes, receipts from the sale of -
such assets should be included. . :

(2) DIVIDEND INCOME: The amount of dividends excluded from
adjusted entire net income at Item 33, Schedule A. shonld not be
included.

(d) ITEM 3-PAYROLL FRACTION: See N.J.S.A. 54:10A-7 for a detailed

definition of wages, salaries and other personal services compensation
allocable to New Jersey. All executive salaries are includible in both the
numerator and denominator as applicable. In general, a taxpayer report-
ing to the Division of Employment Security in the New Jersey Department
of Labor and Industry-will allocate to New Jersgy all wages, salaries and
other personal service compensation, etc., reportable to that Commission,
intluding the portions thereof, in individual cases, over $4,200.

(e} ALLOCATION FRACTIONS —~ GENERAL: If the corporation owned no

real estate or tangible personal property during.the taxable year WITHIN
. OR. WITHOUT New Jersey, leave Item 1 (¢) blank, and divide Item 4 by
two to obtain Item 5. If the corporation owned no real estate or tangible
" personal property during the taxable year WITHIN New Jersey, but did
“own such property OUTSIDE the State enter zero at Item 1 (c). If the
corporation had no New Jersey receipts, enter zero at Item 2 (i). If the
corporation had no employees in New Jersey, enter zero at Item 3 (c).
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APPENDIX II

The Uniform Division of Income For Tax Purposesv’Act’

#

Section 1. As used in this 1\cl, unless the context otherwise requires:

(a) “Business income” means income niainu from transactions and activity in
the regular course of the taxpayer’s tradle or business and includes income

o Arom Aangible and intangible property il the acquisition, nanagement and

(hspw.llum of the property constitute integral parts of the taxpayer's regular
trade or business operations,

(h) “Commercial - domicile” means the principal place l'mm which the trade or
business of-the taxpayer is directed or managed.

() “Compensation” means wages, salaries, commissions and any other form of
remunerat ion paid to omplovcoe for personal services.’

- Seetion 2. ‘Any taxpaycr having income from business activity which is taxable hoth - A

‘ wxihm and without this state, other than .lchvny as a financial organization or public utlhty :

or the rcn(lcrmg of purely personal services by an individual, shall allocate and apportion
liis net income as provided in this Act.

Section 3. For purposes of allocation aml nppm—tmnmcnt of income undor tliis Act,
a taxpaver is taxable in another state if (1) in that state he is subject to a net income tax,
a franchise tax measured by net income, a franchise tax for the privilege of doing husiness,

or a ¢orporate stock tax, or (2) lh.lt state has jurisdiction to subject the taxpayer to a.nct

income tax regardless of whether, in fact, the state does or doces not,

Section 4. - Rents and royaltics. fromi real or tangible personal property, capital gains,
interest, (lwx(lemlﬁ or patent or copyright myaltles to the extent that they constitute

" nonbusiness income, shail he allocated as: provided in sections 5 through 8 of this Act.

Section 5. "(a) Net rents and I‘Oy'llthS from real propcrty located in this state are -
'1|locahle to this state.

(h) Net rents and royalties from langll)lc personal property are allocable to thls state:
(1) if and to the extent that the property is utilized in this state, or
(2) in their cntiroty if the taxpayer's commercial domicile 1s in this state and
the -taxpayer is hot organized undcr the laws of or taxable in the state in
which the property is utilized.

(&) "lhc extent -of -utilization of tangible personal propcrty in a state is (letcrmmcd
by multiplying the rents and royalties by a fraction, the numerator of which is the number
of days of physical location of the property in the the state during the rental or royalty
neriod in the taxable year and the denominator of which is the number of days of physical.
ocation of the property everywhere during all rental or royalty periods in the t.n\.lhlv

_ycar. If the physical location” of the property during the rental or royalty pcrmd

unknown or unascertainable by the taxpayer tangible personal property is utilized in thc
state in which the property was located at the time tlie reatal or royalty paver ohl.uncd
possession,

Section 6. n) Capital gains and losses frmn sales of rml pr()pcrtv located in tlns’
state arc allocable to this state.

(b) Capital gains and losses from mlce of tangible pcrmml propcrty are ’1||mdblc
to this state if:

(1) The property had a situs.in this state at the time of the sale, or

(2) The taxpayer’s commercial domicile is in this state and the taxpayer is not
taxable in the state in which the property had a situs.

(c) Capital gains and losses from sales of mtangxblc personal property are al]ocable '
to th:s state if the taxpayer s commerc:al domxctle is in this state.

State Tax Guide - o Corre'lqtor
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Scetion 7. Interest and dividends are allocable to this state if the taxpayer’s com-

mercial domicile is in this state.

Scction 8. (a) Patent and copyright royalties are alli.cable to this state:

(1) if and 1o the extent that the patent or mpyrmht is utilized by the payer in
this state, or

(2) if and to the extent that the patent or copyright is utilized by thc paycr in a
- state in which the taxpayer is not taxable and the taxpayer’s commere ial
domicile is in this state.

(b) A patent is uhlucd in a state to thc extent that it is employed in productxon,

: fabrication, manufacturing or other processing in the state or to the extent that a patented

product is produced in the state. If the basis of receipts from patent royalties does not
permit_allocation to states or. |f the accounting procedures do not reflect states of
utilization, the patent is utlhzed in the state in which the taxpayer’s commercial domicile

_is located.

(c) A copyright is utilized in a state to the extent that printing or other publication

- originates in the state. If the basis of rcceipts from copyright royalties does not permit

allocation to states or 1f the accounting procedures do not reflect states of utilization,
the copyright is utilized in the state in which the taxpayer’s commercial domicile is located.

Sectlon 9. All business income shall be apportioned to. this state by multiplying
the income by a fraction, the numerator of which is the property factor plus the payroll

“factor plus the sales factor and the demominator of which is three.

Section 10. The property factor is a fraction, the numerator of which is the average
value of the taxpayer's real and tangible personal property owned or rented and used in
this state during the tax period and the denominator of which is the average value of all

the taxpayer’s real and tangxblc personal property owned or rented and used during
the tax period.

Section 11. Property owned by the taxpayer is valued at its original cost. Property:
rented by the taxpayer 1s valued at eight times the nci annual rental rate. Net annual
rental rate is the annual rental rate paid by the taxpyer less ar., annual rental rate received
by the taxpayer from sub-rentals

Section 12. The average value of property shall be determined by averaging the
values at the beginning and ending of the tax period but the tax administrator may require
the averaging of monthly values during the tax period if reasonably requu‘ed to reflect
properly the average value of the taxpayer’s property.

_ Section 13 The payroll factor is a fraction, the numerator of which is the total
amount paid in this state during the tax penod by the taxpayer for compensation, and
the denominator of which is the total compensation paid everywhere durmg the tax period.

Sectlon 14. Compensation is paid in this state if:

(2) the individual's service is performcd-cnhrely within the state; or

(b) .the individual’s service is performed both within and without the state, but
the service performed without the state is incidental to the individual’s
service within the state; or

.-(¢) some of the service is performed in the state and (1) the base of operatlons
or, if there is no.base of operations, the place from which the service is
directed or controlled is in the state, or (2) the base of operations or the place
from which the service is directed or controlled is not in any state in which

some part of the service is performed, but the individual’s residence is in
this state.

7

Section 15 The sales factor is a fraction, the numerator of which is the total sales
of ‘the taxpayer in this' state during the tax period, and the denominator of whlch is the
total sales of the taxpayer everywhere during the tax period.

Section 16. Sales, of tangible personal property are in this state if: -

(a) the property -is delivered or shipped to a purchaser, other than the United
States government, within this state regardless of the f. o. b. point or other
conditions of the sale; or

(b) the property is shipped from an office, store, warehouse, factory, or other

place of storage in. this state and (1) the purchaser is the United States
government or (2) the taxpayer'is not taxable in. the state of the purchaser.

Correlator © 1970, Commerce Cleariné House, Inc.
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of l'mmhlo personal property, are-in lln~. -|.1h~ if:
(a) the income- |u<n|ln iy a¢ iy |(v is per fmmul in this state; or §

Section 17. Alv s, other than sal.

(b)‘illc income-preducing activity is performed both in and outside this state and

a greater pu-porh(m of the income-producing activity is perfonnod in tlm
“state thaw in any other state, based on' costs of performance.

v Scctlon 18, If the allocation 'md apportionment provisions of this Act do not fairly
represent the extent of the taxpayer’s business actmtv i this state, the taxpaver may
petition for, or the tax administrator may rcqmrc. in respect to all or '\ny part of lhu
taxpayer's - Imsmcqs activity, if u‘.monal»lc' .

(.1) separate accounting;

“(B) the exclision of any one or more of the factorsy

(c) the lndllsmil of one or more additional factors wlncll will falrly represent the

taxpayer’s business activity in this state; or

(d) the omplovmont of any other mctho(l to ol'f(-dn.ltc an ethhlc nllm .mun and-
apporfionment of the t‘wp.wc s inconie, :

QLchon 19. This Act shall ‘be so construed as to cﬂ'cctu.uc its gcncral purpmc to .

make uniform the Taw of those states which enact it.

Section 20. This Act may be ml(‘d as tllc Umf(n'm ])wm(m of Income l'm' Tax .

Pu'rposcs_ Act.

L. AL Las hand n--'\n‘-nu‘*:v\"vv A‘Anv‘\fnl"

in tha fallawine I"f"Qr"Pf(an"
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“ o " ,Senate'Concur_r‘ent Resolution No. 3024

© T SENATE CONCURRENT RESOLUTION No. 02
~ STATE OF NEW JERSEY

———— e e e

INTRODUCED SEPTEMBER 29, 1977

By S.an(}‘ors FELDMAN, GARRA MONI and SCARDINO

i
i (Without Reference)
% | | |
" A Concarvrent Resorrion vequesting the: Division of Taxation
{o study the feasibilify of {he oplional donble weighting of the
sales lax f.wlm in the (,mpm.\lc In( ome 1% d\_.lppmh(mnwnl
formula. ‘
f\\’ma;m-'..\s;_J\ fair and realistic Corporation Income I.l\ s a cenfral
.2 _concérn'fpr New Jersey indnstry; and:
! 3 Wi As, An O\p m(lin" indnstrial seetor is of vital importance to
‘ - ' -4 the ercation of new unplmmnnt opporfunifies and the ecconomice
[ ' : D ho.llth of the State of New Jersey as a whole; and
. 6 Wiskeas, The willingness of industry presently in New Jersey {o
i; ' ‘ ., } 7 expand their opm.llmns m the hl.ttc‘, and of new industries lo
- - - 8 locale: \\lthm the State, is fo a large extent <|c-pvn(]vnt on in-
o , ‘ 9 dustry viewing thr- New Jer SL) Corpmahon Tax system in a
T - . 10 favorable light; md '
‘ | | | 11 \Vmanmé, l’rm_'idm;: for the opfional double wvigh(ing of the sales
o | . 12 tax f;.xl(?.(m"-in the Corporation Income Tax apportionment formula -
L 13 would add-a x||(-,nkl1'ro'()f flvxihi]i(.v fo the New Jersey Corporation
"'.-,1-4 . -T:l\’ ﬁf.rm'fnr(\ and thus might pm\ ide an m('vnlnc f(n lll(lll‘\lli.ll'
15 expansion in the ‘whlo' now, therefore,
1 Beor mmu,n n by the Senate of Ih(' Stale 0/' New .lu.sm/ (Ilu'
. .2 (,unmul 4s¢mnh1ummunznq) - . B
1 'l-‘hut 1110'];('qi<l'1tnro does herehy request the Division of Taxa-
i 2 tion 10 investigate the fe: ml)lhi\ of the optional double w cighting
‘ 3 of Hm sales 1.1‘< f.u'im in-the (,orpm.llo Income Tax apporllonm('nt

-

fo;mul'l, .md [0 wpm( lo the Legislature ifs findings and recom-

0 J)g(:lul.l(l()m as 10 the Imph(*ufumq cuch an allowanee would have

ym State tax revenues, and the mdm'mnonlq it nn;,rht cereale for

; mcro.tqo(l mdudn'\l investment in {he \t.nto of New Jersey.
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~ o The purpose of this vesolition is o request the Division of

Taxation o study the feasibility of the optional double weighting
of the sales tax factof in the Corporate Income ‘Tax apportionment
'f'o'rmnln, and 1o report to the Lb;:i’sl:\h::‘;! its findings and rbcom-
mendations. The willingness of indnstry presently in New Jersey
to o‘.\‘pum‘.l their operations in the State, and of new industries to
loeale wilhin the Slnl(',‘ |'~. to o i:rvul. extent dependent on indus-

try viewing the New Jersey Corporation Income Tax in a favorable

Tight. The oplional double weighting of the sales tax faclor in the

“Corporale Income Tax apportionment formula would introduce

a measure of flexibility into the New Jersey Corvporation Tax

strueture. The optional double weighting of the sales tax factor

“would provide some {ax rvelief to firms which have a large net

worth 'prosm'\co in the State but small in-State sales, or o firms
wilh a Tavge net worth but whieh in :Il.l.\' particular year might
have a pobr ls:\l'né record. By allowing firms the oplion of em-
phasizing their sales (as opposed to their net worlh) in the compu-
{ation of their taxes, this resolution would provide an ifwmxtivo to

industrial expansion in New Jersey.:
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- (\Letter from the Commonwealth of Massachusetts - Executlve Office

for( ¥ghyation & Finange ed
v Oom s /W//c / ;/ / /:/YI m/ ///J/ //1

) .
Oaerelsy )%('(' //y/'

ROBERT H. MeCLAIN, Jr. (V(I/?”/IIIJ//{I/II;W and - //llllll/‘(’
Undersecretary of
Administration 7 /72 D7D:
. ‘ Slate .//oa.m, Haston. 0233

May 26, 1978

A "t"
| I 3 \
Mr. James Arnold ‘ ‘ e
Chief of Tax Research | Juits 3;3/3
State of New Jersey f Rt rio
Tax Building - 9th Floor o { R S U |

State and Willow Sts.
Trenton, N. J. 08625

Dear Mr. Arnold:

In response to your recent telephone reque~*, the following infor-
mation is submitted.

At the time the change in our allocation formula was proposed by
the Associated Industries of Massachusetts, it was done primarily to
try to attract the home offices of many national firms then moving out
of New York City to Massachusetts. There is no indication that any
considerable number of such offices did, in fact, move to Massachusetts.
No actual analysis has been made of the corporation tax returns which
would give us the specific revenue'loss due to this change in our alloca= -
tion formula. 'However, at the request of what was then known as the
-Capital -Formation Task Force, the state tax department did estimate
that app,roximately 1,400 corporations out of approximately 70, 000 were
benefited by the change in the law and that such change probably resulted '
in a revenue loss of at least four and a half million dollars. It is not '
contemplated that the tax department would analyze the returns for a
‘more accurate figure in the near future. '

' However, if you would like us to try to get more specific infor-
mation, we will attempt to do so.

T' RECRIVED

b

~ Very truly yours,

‘ : R,/Qbert H. MecClat y J I
JUNZ 1978 SR : Undersecretary

CE OF DIRECTOR
.‘Dw OF TAXAIILN

4
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