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LETTER OF TRANSMITTAL 

TO THE LEGISLATURE OF THE STATE OF NEW JERSEY: 

WEST STATE Be WILLOW STREETS 

TRENTON. NEW JERSEY 08646 
(609) 292-5185 

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 

corpo~ations. 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. It use is mandatory, the estimated loss would·be $12.7 

million. Although it has been claimed that the change would 

generate increased corporate activity and increased corporation 

taxes, there is no evidence to that effect. 
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Letter of Transmittal -2- June 5, 1978 

New York and Massachusetts are presently implementing such 

a change in corporation business allocation. Tax officials 

in both states advise that sufficient time has not elapsed to 

adequately appraise its effect. 

Respectfully submitted, 

Si~~le~&v 
Director 
Division of Taxation 



\ 



TABLE OF CONTENTS 

SUMMARY OF FINDINGS 

· I. PURPOSE OF THIS REPORT 

II. WHY ALLOCATION?· 

, III. DIVISION OF CORPORATE INCOME - HISTORY 

IV. THE PROPOSED OPTIONAL CORPORATION NET INCOME TAX 
. ALLOCATION FACTOR 

V. CONCLUSIONS ABOUT THE DOUBLE WEIGHTED FORMULA AS 
AN INDUCEMENT TO INCREASE INDUSTRIAL INVESTMENT IN NEW JERSEY 

VI. .IMPLICATIONS OF THE DOUBLE WEIGHT FACTOR IN STATE REVENUE 

.VII. SOME EXAMPLES OF BENEFICIARIEi, AND NON-BENEFICIARIES 

REFERENCES 

APPENDIX I: COMPUTATION OF THE PRESENT ALLOCATION FACTOR: 
A) - New Jersey Corporation Tax Return - Schedules J and K 
B) Instructions for :filling in Schedules J. and K 

APPENDIX . II: THE UNIFORM DIVISION OF INCOME FOR TAX PURPOSES ACT 

APPENDIX III: SENATE.CONCURRENT RESOLUTION NO. 3024 

. APPENDIX IV: LETTER FROM THE COMMONWEALTH OF 
MASSACHUSETTS - EXECUTIVE OFFICE 
FOR ADMINISTRATION AND FINANCE, 
DATED MAY 26, 1978 · 



(1 

r: 

\; 
)' 



SUMMARY OF FINDINGS 

AS AN INDUCEMENT TO INDUSTRY 

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

2. ·some location decisions will be adversely influenced by a 
change in _allocation factors. 

3. The lighter weight given to property and payroll in the 
proposed allocation factor are insuffb:ient to counterbalance 
the relatively high costs of labor and property in this State. 

4. There is no evidence to indicate that the proposed formula 
will expand the Corporate Tax Base. 

5. Our tesear~h indicates that industry prefers uniformity of 
allocation among states; and views a change from standard 
allocation formula as an· annoyance. 

IMP ACT UPON STATE · REVENUE 

1. Increased administrative costs would be expected to result 
from increased audit acti.vity. 

2. 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 t.otal tax reduction to $19~3 million 
before adjustment for prepayment los.ses during the first year. 

Approximately 81% of the calculated corporation tax 
would apply to 200 large multi-state cprporations. 

· examples are included. 

reduction 
Some 

Growth in corporation income, net worth and tax since 19 75 
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 Senate Concurrent Reso~ution No. 3024, requesting 

the Division of Taxation "to investigate the feasibility of the optional 

double weighting of the sales tax factor in the Corporate Income Tax 

apportionnieiit formula and to report to the Legislature its findings and 

recommendations as to the implicat_ions such an allowance wouid have on 

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

industrial investment in the State of New Jersey'' was filed with the 

Secretary of State. This represents compliance with that resolution. 

II. WHY ALLOCATION? 

For the' same reason states can tax all income of individuals, wherever 

earned, they can also tax all income of domestic cvrporations, 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_ 

corporat;i.orts net income only to the extent that it can be brought into their. 

taj(ing jurisdiction. 

There are three usual means of arriving at a state's proportionate 

shan~: (1) separate accounting, (2) assignment of particular types of 

income that can be said to be earned in a particular state to· that state, 

and (3) apportionment by a mathematical formula~ 

·The larger part of busi~ess income for a multistate corporation 

which might consist of a wide assortment of various activities which cross 

state lines·in a manner not measurable wit.hin an integrated operation 

cannot be satisfactorily assigned by methods (1) or (2) above. In order 
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to devise an equitable system of dividing this income for taxation 

purposes, all states that have corporation income taxes have apportionment 

formulas. It is usually the case that states allow, domestic corporations 

to allocate in order not to place such corporations at a compct:f.tlvc 

disadvantage. 

III. DIVISION OF CORPORATE INCOME - HISTORY 

As early as 1921, the National Tax Association set forth model taxation 

acts. In 1922 the income division sections of the model business tax act 

were revised to bring their prov.isions more closely into accord with State 

practice. It was concluded that if uniformity was to be attained, the 

proposals would have to be tailored to fit the views of the States. 

This conclusion has colored all subsequent efforts to achieve uniformity 

of income division. The major concern by the mi,;f-thirties was the creation 

o-f an a¢ceptable apportionm:ent factor. The equally weighted property-

receipts .. payroll factor formula had the widest support from the states. 

(A four-factor formula, property+ payroll+ receipts+ receipts /4 was 

seriously considered by the National Tax Association in i938. It was 

eventually decided against because its adoption would require too many 

changes in state laws.) 

In 1957, hopes were raised that the states could solve the problem of 

equitable income distribution without Federal assistance, when the National 

Conference of Commissioners on Uniform State Laws adopted the Uniform 

Division of Income for Tax Purposes Act, Between 1956 and 1963 only 3 

states adopted this Act. 

In 1961, the Subcmmnittee on State Taxation of Interstate Commerce,· 

House Judiciary Committee, began a four year study of Corporate Sales Taxes 
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nnd Income iaxeR. Their report des,·rihcd tl1e Corporntion Tax system 

in effect in 1965 as follows: 

Although it cannot be salcl that lnterslatc' business is· today 
incurring burdensome compliance costs, the reasons for the 
absence of these costs raise serious issues ln themselves. 
What has happened is that the .•. multistate tax system ... hns 
rcsulte.cl ln non-compliance nn<l in the inequities which Cl'>me · 
with a tax(i}stem in which formal requirements have been 
abandoned. · • 

As a result of this study the Interstate Taxation Bill of 1966 

(HR 11798) was introduced (but riot 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. 

Norie has passed. 

Of the 45 states (arid the District of Columbia) which tax corporate 

net income, 35 states (and the District of Columb.J..n) use the property-payroll.;.. 

·receipts factor. These are Alabama*, Alaska*,·Arizona, Arkansas*, 

California*, Connecticut, Delaware, the District of Columbia*, Georgin, 

Hawaii*, Idaho*, Illinois*, Indiana*, Kansas*~ Kentucky*, Louisiana, 

Maine*, Maryland, Michigan*, Montana*, Nebraska, 'New Hampshire, New Jersey, . . . 

New Mexico*, No_rth 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-payroll receipts factors. Five 

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

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

(!}Report of the S.pecial 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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lV. THE PROPOSED OPTlONAL CORPORAllON NET lNCOME TAX ALLOCAT WN FACTOR 

A. The Corporation·Business Tax Allocation Factor 

The New Jersey Corporation Business Tax A.ct imposes a tax of 2 

mills per dollar of Allocated Net Worth and 7.5 cents per dollar of 

Allocat.ed Net Income on most corporations doing business or having · 

a:ssets '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 25%. In the case 

of a Regulated Investment Company or Real Es·tate Investment Trust 

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

Factor is 4%. In the case of a regular corporation maintaining no 

regulai: place of business outside New Jersey or waiving allocation, 

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

for this tax the Allocation Factor is defined as follows: 

NJ Allocation Factor =· % Property + % Receipts+ % Payroll 
3 

where: % Property 

% Receipts 

% Payroll 

= $) Tangible Property in New Jersey 
($) Tangible Property Everywhere· 

= ~) Receipts with.New Jersey situs 
( $) Receipts Everywhere 

= ($)Wages, salaries a:nd other 
· compcnsation-~New Jersey 

($)lJ~ges, salaries and other 
compensation--:-Everywhere 

personal 

personal 

If the denominator of ori.e of these fractions is zero, the other 

two are added and the sum divided by 2 and if the denominators 

of two of the fractions are zero, the remaining· percentage may 

be used as the allocation factor. 
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An addltional apportionment is built into the Corporntion 

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

Allocated Net Worth (as defined above) a.r:d one-fourth of New Jersey 

tangible assets. 

if· it appenrs thnt the nllocntion fnctor ns computed ·!l)ove dcwH , 

,hot reflect the New Jersey activity of the corporation, the Director 

of Taxation may adjust, or the taxpayer.may request an adjustment, 

of the allocation factor. (NJSA 54: lOA-8) 

B. The Proposed.Corporation Net Income Tax Allocation Factor (Optional) 

The Net Income Tax Allocation Factor with receipts double weighted 

is defined as follows: 

OW Allocation Factor = % Receipts + % Rece-ipts + % Property + % Payroll 
4 

or, alternatively, the average (among the receipts, property and 

payroll percentages)· of those fractions with non--zero denominators 

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

· This change will not affect tho_se corporations with no regular 

place of business oµtside New Jersey, nor will it affect Investment 

. Companies, Regulated Investment Companies or Real Estate Investment 

Trusts. It will affect only allocating corporations. 

The.option to use either the old or the new allocation factor means 

that,, presumably only those corporations .which stand to gain from using 

the Uouble Weighted Allocation Factor will use·it. This chanpep 

therefore, according to 1976 figures, would affect 3,937 out of 150,400 

corporations (or 2. 62% of all corporations.) 
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V. CONCLUSIONS ABOUT TIIE DOUBLE WE I (l(TED FORMULA AS AN INDUCEMENT 
TO INCREASE INDUSTRIAL INVESTMENT IN NEW JERSEY 

A. It is not the case that large locqtj on decisions will be favorably 

influenced by a change in the Business Allocation Factor. The Fantus 

Corporation, in a Consultants' Report to the New Jersey Manufacturers 

Insurance ·compat:1.y, says 

_In the news lately has been a trend to double weight the 
sales factor in the corporate income tax apportionment 
fopnula. Massachusetts and New York recently followed 
Florida and Wisconsin in the adoption of this practice. 
The. possibility of New Jersey following suit has been 
suggested in some quarters. 

It is Fantus' understanding that such a move by New Jersey 
wou1d be undertaken primarily as a defensive' measure, since 
some qf 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 inst'ance, there will be those companies with· ''capital,-
payroll-sales" configurations requiring highest corporate 
in.come tax payments under the proposed apportionment formula. 

If, after sufficient study of the subject has been made, 
and double wei giting of sales is deemed necessary, Fantus 
would recommend making it optional for the indiyidual · 
taxpayer. In this way, the choice of single or double 
weighting sales can be promoted to poten·tial investors 
as a true incentive, without suffering the backlash of 

.negative investment decisions (i.e., against locating 
or expanding -in New Jersey),, which would fzfompany a 
swit~h to_ the double weight system alone. -

* * * * 

(Z)Fantus Company, A Research Program l'o St:ren·gthen New Jersey's Competitive 
Position For.Business _And Industry, pp. 41-42. 
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Typically, corporate in·come taxes are not the critical screening 
factor in location decisions. This is especially true of 
multiplant companies (with facilities in. a number of states) 
where allocation of income often involves complex computations 
based on total corporate accounts.· At any rate, New Jersey's 
corporate in.come taxes by themselves have not been viewecl as 
particularly onerous by the business community. (J) 

B. It is the .case that some location decisions will be adversely 

influenced by· a change in allocation· formula. That is to say, there. 

will be some corporations that will choose out of state locations 

in order to gairi from allocation. As Ralph Vecchio, Deputy Director 

of the New York State Corporation Tax Bureau says of this state's 

· experience with the mandatory DW Factor, 

A side effect which I expect to see is th·e · est.ablishment 
(of out-of-state offices by non-allocators). Like many 
states, New.. York does not allow allocation unless the taxpayer 
e·stablishes a bona fide regular place of business o.utside 
New York. If I were advising a company, I would certainly 

. examine the ••. savings possible from allocation. ( 4) · ·· 

( 4) : · 1 F i A · tionincr Corpo_rate • Vecchio, Ralph, ."Use· Of a Weighted Sa es. actor n ppor t, 

Incotne," Revenue Administration, 1976, ·p. 79. 
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C. The Relativl'ly Lip,hll'r Weir.Ill Clvt.'ll l(l ·l'ropl'rly c111d P:iyro.11 

in the Proposed Allocation Fa"ctor Are [11'.;11fficiPnt to Cotmt:Prh:ilnnre 

" the Relaively High Cm,ts of Labor and Property in Nl'W Jersey. 

On realty tnxes, 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%. ~arly rectification of this situation should tg) 
much to improve the state's tax image in the eyes of industry, 

* * * * 
In New Jersey 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.( 6) 

* * * * 
The image of worker's cof~ynsation has paralled that of 
unemploy~ent insurance. . 

* * * * 

Labor management relations and labor laws have not been accorded 
sufficient importance 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 locatipn de•cision 
making process, because ..• high wages and fringe~ can be expected 
due to the degree of organization in the.state.l 8) 

(S) . 
· Fantus, op.cit. p.32. The 1977 average true value tax r;:itcs for these 

Vacant:$2.1,2, Res.ldcntlal: $2.65, Business: $3.50. property cldsses were: 

( 6)Ibid. p.35. 

( 7)Ib1"d. 36 p. . 

(8) 
Ibid. pp.25-26. 
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' A. very interesting th0t1p,I••: process has been Ldcnt:lfit•d 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 :ncve to certain southern 
states ... union representation can be delayed for a couple of 
years. This can make or break an expansi~n, since 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. (9) · 

·n. There is no evidence to indicate that this allocation factor 

will expand the corporate tax base. There is a body of opinion 

holding that nothing short of an overhaul will do this. 

According to the Fantus Corporation, 

Uncertainty concerning the tax outlook in the state has also 
hindered development in the past. '.(herein lies the importance 
of the recently passed income tax, which can form the basis 
for solid tax re-form. The repeal of such "budget balancing add-ons" 
as·the retail gross receipts tax, the capital gains and unearned 
income ta~, 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 done. The key must be a 
concurrent effort to improve:the various aspects of business 
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 change from the relativ~ly standard allocation formula 

(9)Ibid. p.26. _ 

(10) · · . . Ibid. p. 42-43, 
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that New Jersey now m~cs as .-,n annoyance. Moreover, the m:mcl;:i tory 

double. weighted fnctor is open to const i t:utionnl challeng<' 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 National 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 uniformity 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 sellers· 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 
compc;1ct itself is of questionable legality. · 

The apportionment formula for the division of income should include 
the three factor.s 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 hearing~, most of the business representatives preferred 
the three-factor formula. 

The sales factor should be on a destination basis. The numerator 
should consistl without exc~ption of sales of products delivered in 

The denominator should or shipped into the taxing jurisdiction. 
consist of total sales.< 11) · 

Subcommittee on State Taxation of Interstate Commerce, Senate Committee 
on Finc;tnce; Hearings an Proposals Regarding State Taxation of .Inter-
state Commerce, 1973; p.90 . 
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The American Textile Manu·cacturers Institute, in the .stmne 

hearings, said: 

ATMI favors the optional three fnctor 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 operating 
in interstate commerce and to lighten their compliance burdens.(lZ) 

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 Finance has been 

unable to provide New Jersey with a meaningful estimate of increased 

administrative costs resulting fr.om 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 £ides of a regular 
piace of business .•• 

These cases will no doubt present very difficult fact qu~stions, 
but they are not insurmountable. One case already decided in 
New York concerned a taxpayer who rented space in a puhli c 
warehous·e in tmother state and put a few thousand dollars worth 

(lZ)Ibid. p.446. 

(l3)vecchio, Op. cit. p.89 .. 
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thousand dollars stayed nnd never changed. Obviously, this was 
not a bona fide re~ular place of business. 

I believe it will b_e incumbent on l's ... to examine whether there 
is a real b1,1_~iness purpose in establishi'lg a location outside 
New York. (l4J 

B. State Tax Revenues 

A corporation's New Jersey Net Income as well as its percentages 

of property, receipts and payroll can change from year to year. 

The.refore it is difficult to estimate future tax revenue_ implications 

of suet) a change .with certainty. We have been able to compute the 

tax revenue effects of this change for Return Year 1975 (the latest 

available data). This means that estimates of the change in current 

tax _co'llections must be assumed to be like those calculated for the 

tax year 1975 subject to adjustment upward -ft>r income growth and other 

factors. It is estimated that this proposal will reduce 

Corporation Net Income Tax liability of 3,937 corporations by 

$16.1 million. Approximately 81% of this money would go to 200 multi-

state corporations. 

Realisticily any change in allocation factor should apply. to 

net worth as well as net income. Calculations for 1975 tax year 

returns indicate that optional application of the double weighted 

formula to net worth would reduce the tax for these same 3,937 

corpo:r:ations by an additional $3.2 million. This would mean a total 

reduction of $19. 3 million in Corporation Tax revenues before any 

adjustment to reflect prepayment losses during the first .year of 

(l4)Ibid •. p.89. 





1:1-

losses during the first year of application. 

Computations have been made under two mutually exclusive 

assumptions. First, it is assumed that t~e tax paying corporation 

may elect to continue the present allocation or move to the new one. 

Second, th.at all corporations would be required to use the .new formula 

based upon ~ouble weighting of receipts. As previously stated it is 

assumed that no corporation would have its taxes increased under the 

first assumption whereas those that do not benefit from double weighting 

of receipts would have their ta~es increased under the second. 

All computations are summarized in the fol·lowing table and 

descriptive·text. 

Effect of Proposed Change In Busine::,, Allocation 
Formula·on Corporation Taxes 

($ Amounts in millions) 

Oetional Mandatoa 
Gain:i.ng No Clfa:g:. , Total Gaining Losing Total 

Number 3,937 6,209 10,146 3,937 6,209 10,146 
Net Worth Tax 

Pres~nt $ 21.2 $ 8.8 $ 30.0 $ 21.2 $ 8.8 $ 30.0 
Proposed 18.9 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 

Total 
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 

Difference $ 19.3. $ -0- $ 19.3 $ 19.3 $ 6.6 $ 12.7 

% Change - 15.9% -0- - 11.5% - 15.9% + 13.9% 7.6% 
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10,147 (6. 75%) of 150,400 corporations filing New Jersey 
Corporation Business Tax Returns _in 19.76 were "allocating corporations" 
(less than 100% in New-Jersey). 

3,937 corporations (38.80% of all allocating cl,rporations) would 
reduce their tax $19. 2 million with double wei witin_g of the receipts factor 
in the allocation formula. 

This 15.9% reduction for 3,937 <!·orporations would be distributed 
between net worth and net inc·ome taJtes as follows: 

Net worth r~duc_ed $3.2 million from $21.2 million to $18.0 million. 
. . 

Net income r~duced $16 .1 ·million from $99. 6 million to $83. S million. 

6 ,'209 corporations (61. 20% of all allocating corporations) would 
increase their tax $6. S mil,lion with double weighting of the receipts factor 
in-the allocation formula. 

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

Net worth increased $1.2 million from $8.8 mi~lion t9 $10.0 million. 

Net income increased $5.4 million from $37.9 million to $43.3 million. 

. If the double ·weighting formula was npplied to all "alloc:-itlnA 
corporations" the net reduction would thus be $12.7 million (7.6%) of tax 
liability of allocators. 

If the double wei giting sales formula were optio~al at the choice of 
the taxpayer corporation, the reductiot1 would total $19.2 million (11.5%). 

Only the 3,937 benefiting corporations would elect to use the alternative · · 
formula. . Thes~ benefits wou.ld average $4,886 per bene·fiting corporation. 

All computations .assume no change in operations as they existed when 
1976 corporation tax returns were fil~d. There is no estimate -of possible 
changes in operations of the 6~209 com,orations for which no benefits are 
anticipated. 

No assumptions . are made concerning possible changes in operating 
procedures-for corporations not allocating in 1976. New York Strite tax 
administrators report that double weigl1ting of the sales factor in that 
$tate has led some non~allocating corporations to open sales offices outside 
the state to gain some advantage in.al\ocation. 
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vr I. SOME EXAMPLES OF BENEFICIARIES AND NON-BENEFICIARIES 

Exam.1]1.e 1 is a large exporter with a number of facets cspccl ,11 ly 

suited to N_ew Jersey location. It has the fc 1.Jowing percentages: 

6.8364% Property, 3~363lt% Receipts and 10.7615% Payroll. It presently 

allocates 6.9871% of Net Income (after· adjustment) to New Jersey. It 

would allocate 6.0812% of Net tn~ome under this proposal. Its 1976 Net 

Income Tax liability was $7.3 million. It would have been "$6.3 million. 

This corporation would have had its Net Income Tax liability redu,ced by 

$1 million because of its New Jers~y allocation and its first year tax 

payment reduced by $1. 6 million. To increase its property percentage by 

one per cent, this corporation would have to -locate an additional $1~00 

million in.land, buildings and/or equipment in New Jersey. 

Example 2 :i.s a large importer because a dif"· ,rcportionate share of 

its market is in New Jersey. It has the following New Jersey percentages: 

Property: 2.3427%, Receipts: 3.925%, Payroll: 3.2850%·. 

To.increase its property percentage·sufficiently to receive a small tax 

advantage would require minimal investment of $400 million. This proposal 

of itself provides insufficient incentive ~or that kind of investment. 

Example 3 is large importer which will soon become an exporter •. It 

has the following New Jersey percentages: Property: ,6366%, Receipts: 2.6026% 

Payroll: .• 6294%. It would require a capital investment of $200 million to 

bring this corporation to the point at which it benefits from the proposal 

under consideration.· This corporation will make that investment only in 

order to increase its prcifits, as indicated by decisions already made. 
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Example 4 i.s a large departmenL store chain in the United States. 

It has been chosen as an example bct:ause it is typical of allocatinr, retaH 

stores. Its New Jersey percentages are: Prouerty: 3.2179%, Reet,:!ipts: 

3.0775%, Payroll: 2.9095%. Double weighting receipts in its allocation 

formula would not change very much the Corporation Business Tax this 

corporation pays. Retail stores have in common the fact that increase 

in any one· of the New Jersey percentages usually requires increase in all 

three. 

Example 5 is a large exporter located almost entirely in ~ew Jersey. 

Its New Jersey percentages are: Property: 90.7012%, Receipts: 6.475%, 

Payroll: 85.3587%. Its 1975 allocation factor was 60.845%. Had this 

proposal been law its allocation factor would have been 47 .2525%. This 

would have reduced its Net Income Tax liability bv $1.5 million. Include 

reduction inprepayment li°ability and the total first year reduction 

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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Computation of·the Pi;-esent Allocation Factor: 

. . . 

A)· New Jersey Corporation Tax Return - Schedules 
B) Instructions for filling in Schedules J and K 

J and K 

SCH_f~DUU: J (Sm~ Instruction: 26) 

· {a). Thi" schedule showing average. values. of real and tan,1dble rersonal property must t>e complerc-d t>y c•vc-ry rnxpayer emitlrd to an,I electing to allocnte. 
(h) Tht- avt-rnit.e Values of real and tanitihle per!O.onnl· property. are to be comp.u1cd on the basis of the av,ir,.g.e book values thcr"eof and not on ori11 inal cost. 
(c) The .t>ai:i" upon which the .amounts. in Col.s. A ·and B bel~w have bet'n nvrrn~t-tl is ........................ ,; ................................ , ... (Se~ Instruct.ion 26). 

·column A Column B 

ASS-ETS AVERAGE· VALUES (See Instruction 26) 
Item . (Omi_1,,_c~·e_n_t!0_,)'-. --,,c---,~------1 iHJREAU USE O!IIL Y 
lllo, Everywhere New Jersey ~--··-· ---··- - ---'•-----1------'---'---..,_;_----.-'t-------'--=-.c_e-=:...:c.,-----+--~--------'-----------.,-
.1 ~. ,Lnnd ................................ , ........... , ........ ; ......... , ...... . 

. 14, '•nuHdings and other l'!'~!J1.m_e_n_t_s_ ... _ .. _,._ .. _ .. _ ... _ ... _ .. _··-,-----~-------.-

IS •. Mae'hfoery and Equi11me_n_t_ ... _ .. _,._ .. _ .. _ ... _.: . ..,. .. _ .. _, .. _ .. _ .. _ .. _ .. _ ... _•--;-------------+-------------+-----.,......-~-----------
.l6. lnvent<>ries .: ............... , .............. [ ........... ; ................. . 
17, Al! other Tangible Petsonah~ . 

.<i1c-:nfze ·on Rider) ............ ,, .................................. ;. 

18. Tonzi RealCltli:I Tangible Personal Property S 

(Totiil Items 13 10 17) (Carry Item 18, Colurnn 
Bro liem.8, Sec. II,.Page 1) 

s 

SCHf':;J)ULE K COMPUTATiON OF ALLOCATION FACTOR (See Instruction 27) 
:a.::=--

IMPORTANT - THIS SCHEDULE MAY BE OMIT.TED: (a) if this taxpayer does not maintain a regu!ar pla~e of business.outside 1hi.s state other than a statutory 
qffk~; in which case the tax law requires the alfoc.aiion factor 10 be 100%; or (b) if this taxpayer, for ·rac:tical convenience; wishes to waive the ailocation 
provisions of the act and allocate 100% of the adjusted net worth and adjusted ·net income· to the State of New Jersey, 

1. Avera/le value. of the taxpayer's.te~I and tangible pe·rsonal property OWNED: COLUMN A IOMIT CENTS) 

(al. h, New) ersey (Schedule J, Column B, Item 1.8) , .....• ,: ................................... , ....• : ................................... ) ...................................... , .... . 
-(b) E•:erywhere· (Schedu.le J; .Column .A, It"em 18) ......................... , ....................................... ; ........... : ......... , ... ·s .... , ................................... _. ... :. 
(c). Per~en1age in New.Jersey [Item l(a) divided by .Item i(b)] .Enter in Co).~ ............. , ................. . 

2,; Receipts:. . . 
(a) From sales, in the regular course of -business, of tangible personal l)roperty LOCATED in New 

h•·rsey al time of rC'cei"pt of or approptiariori ·10 the .orders, where• shipment·s are macl(<to points 

··~~~i.;:;w.rs:r:~~~:.~::i:i~rw~ .. .. .. ~:!.:~:~.~~.?..~~ .. ........... ·s .......................................... . 
(b) "From s·aies, i~ t.he reg~lar course of busine~s, of ll!Jlgible personal property. LOCATED outside 

New Jetsey·ar time of the rec:eipt of or appropriation to the· orders, wh.ere shipment is made 10 
. po.ints within New Jersey, IRRESPF.CTIV,E OF WHERF. THE ORDERS WERE RECEIVED OR 
·. A-~CE·P-•rED. [S!'.e Iristru·ctio·n 27(.b)j .... , ......................... : ........ ; ...................... , ........ : ..................... ; ... , ... .. s ..................... , .... .-· .............. ·. 

·. . 
(c}· .f~oQI servi.ces· performed.in New Jers.ey : ...... · ............ ·: ....................................... : ............. · ..................... $ ... : .......... : .......................... . 

· (d) .F·rcfm.rentals of property situated :in lllewJersey .:~ ..... :; .... .. : ..... ; ................ ,_. ............. ;" .............................. s ............. .............................. . 
(e) . Fr~n; royalties for rhe use in New Jersey of- patents and copyrights ......................... :......................... S ..................................... .. 
(f) AU othe~ .business receipts earned i~ .New Jersey, -,- . [ See Instruction 27(c)] ............................. ,. S .. ................ , ................. · ... .. 
(g) · To1ar New Jersey receipts [Tota.I of Items 2(a) 10 2(£), indusive, in Col. Al .................. : ........ '..... $ ................................ · ......... , 

· (~) Tot~! reteipts fiom all sales, services, tental"s, ·royalties and other business transactions with• 
i_n an~I whhout· Ne·w J ers.ey •. - [ See ·Iris 1. ·27(c)] ·.; ... : ..... , ........... ; ................................ ,........................... S ...... · ............. · ...... ·· ............... : ~--~-~ 

(i) f>crc:enta~e in New Jersey ( Item i(g) divid~d by hem 2(h}] , Enter in Col. B ..... ,, ..................... . 

3, Wa,!e~. salad~s Hd ~ther personal .se·rv.ice comp~nsation [ See Instruction 27(.d)) , 
(a) in New J er!''!Y .:.'..· :.·: ·:::: .. ·-::..:..:.'..::·:· ... _. .. .:..::::.:·:::·•:·::.•:'.:·:.'.. •.: .: .. _. .... ,'..:··:::. :· ::: · '. ... :::·:·:::· :. •:·::: ::::·.: :: .. :.:::.:·.::: ::::::.:.:.:.::. S ........................................... . 

" (b). fv,.,y_;;h;,rc ............................. : .......... : ......... , .................................................. : ....................... , ..... , ................... S ................................ · ........ . 

COLUMN B. 

.. ..... · ................. · ......... "· 

. . 
. ........................................ % 

(c) ~ercentage in New Jersey [ Iiem 3(a} divided by Item 3(b) J • , Enter in Col. B ........ : ........ : .............. ·. . ..................................... · % 

4. Sum· ~f New J crsey percen.tages shown at Item.s l(c), 2(i) and :3(c). Enter in Col, B ...... :; ............... : ..... ; .................... •········· ......... % 
• 5. Allocati~ Factor [Item 4 di'!'ided by three, or· by t)le number of percentages included in :{tern 4 - See. 

Instr11crion·z7(e)) , Enter in: C<>l, B and carry 'to Page 1, I.tern 4·and Page 2, Item ·38, . . ....... · ............ · ... · ........... "-

·, 
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26. SCHEDULE ,I · AVERAGEVALUES: Average value is generally computed 
on a quarterly hnsis where the tRxpn_ver's usual nl'rounting ;,met.ice permit 
such computRt.ion. Al the oi,tion of thr taxpayer or the St 1th-, a more frequent 
hnsis (mont.hly, w,,.,kJy or clnilyl mny hr us,•d, Where tlw !11XJ,,,_1-,,r's 11su11l 
n,·,·1u111l in1~ prnd i,·,• do(·H nnl JH'rmit t·om1mtnl ion of n\•rrn~f' vnlut• 011 n qunrt. 
erly nr more frNJurnl hnsis, R semi-annual or annual basis may be.used where 
no clistnrtion of aVPrnge value resnlts. If nny heais other then quarterly is used, 
state the has is n nd reasons for use thereof on rider. 

27. SCHEDULEK-ALLOCATIONFACTOR: 
(a) ITEM I . PROPERTY FRACTJ.ON: For general information regarding 

mcl.hnd nf valnatinn in arriving at average values, see Inst.ruction 26. T1tn-
gible personal property is within New Jersey if and so long es it is physical-
ly situated or li>cated here. Only property OWNED BY THE T .!\,Xi> A YER 
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 outsideN<;W Jersey by en agent, consignee or fact.or is not) situ-
ated or located within New Jersey. 

(h) ITEMS 2(a) and 2(b)~ALLOCATION OJ,' RECEIPTS: 100% Alloce-
·tion to New ,Jersey of receipts from sales of tangible personal prnperty: 
is re<1uired where New Jersey, nr nnot.ll<'r Stnte or pl1tre is I.he plnre of 
origin und New ,Jersey is· the drstinnt ion. 

(c) ITEMS 2(() and 2(h) 
(1) RECEIPTS FROM SALES OF CAPITAL ASSETS: Receipts from 

sales of capital assets (property no\ held by the taxpayer for sole to 
customers in the regular course of business), either within or without 
New ,Jersey, should not he 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 sole of 
such assets sl,ould he included. · 

(2) DIVlDEND INCOME: The amount of dividends excluded from 
adjusted entire net income· at Item 3:J, Scheduie A. sho11ld not be 
included. 

(d) ITEM 3~PAYROLL FRACTION: See N.,J.S.A. 54:IOA-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 e..s applicable. In general, a taxpayer report-
ing to the Division of Employment Security in t:he New Jersey Department 
of Labor and Industry will allocate tn New Jersey all wages, salaries end 
other person11I service compensation, etc., reportable to that Commission, 
including the portions thereof; in individual cases, over $4,200. 

(e) ALLOCATION FRACTIONS-G_ENERAL: If the corporation owned no 
real estate or tangible persohal property during.I.he taxable year WITHIN 
OR.WITHOUT Nrw ,Jersey, leave It.rm I (r) blarik, and divide Item 4 by 
two to obtain Item 5. If the corporal.inn owned no real estate or tangible 
personal property during the tnxnhle year WrI'HlN New Jersey, but did 

• own such property OUTSIDE the State enter zero et Item l (c). If the 
corporation had ·no New Jersey receipts, enter zero at Item 2 (i). If the 
corporation he,l no employees in New Jersey, enter zero et Item 3 (c). 





APPENDIX II 

The Uniform Division of Income For Tax Purposes Act 

(a) 

(h) 

(c) 

"ll11sincss i11cnme" means income ·11·isi11g· from transactions am( acllvtly in 
the rq{nlar course 1)f the taxpayer's I rad!' nr hnsinrss and inrhulrs inrt\lllC 

frt\111 tangihlt• and i·ntangihl<- prnpnly if l'H· arq11isition, 111.111a1:•·111,·11I and 
disp.,~;ition of the prn1ierty constitute integral f>arts of the taxpayer's rcg11lar 
trade or h11siness npcrations. 
"Co11111u·rc:ia.l <f.,111icik" n1cans th,· principal place from which tl,c trade or 
h11si11ess of• the taxpayl'1· is directc,I ,,,r ma11aged. 
''Compensation" means wages, s.alaries, 1·0111111i:,sions and any other for111 nf 
rt'llllllll'l"at inn paid to (•mpl6yt'('S r,,r pcrSl\llal servin·s. 

Section 2. Any taxpayer having income from business activity which is taxahle both 
within and without this state, other than activity as a financial organization or puhlic utility 
{lr th.e rendering of purely personal services by an individual, shall allocate ancl apportion 
his net incmnc as provided in this Act. · 

Section 3. For pnrposC's of allocatinn am! apportionment of income un,l1•r this Ac-t, 
a taxpayer is taxahle in anntht•r st;1te if (I) in that ,late he is suhjt·ct to a n!'t inrqme tax, 
a franchise tax mcasurc,\.hy net income, a franchise tax for the tirivilcge of. ,!ning husincss, 
or a corporate- stock tax, or (2) that state has jurisdiction lo subject the taxpa:yer to a net 
income' tax rtgardlcss of whether, in fact, the state ,Ines or docs not. 

Section 4. Rents an,! royalliC'S, front real or tangible personal property, capital gains, 
interest, dividends, or patent or cnpyright royalties, to the extent that they constitute 
nonbusiness income, shall .he allocated as provided in sections S through,. 8 of this Act . 

. Section 5. · (a) Net rents a11d royalties from real property located in this state are 
allocahle to this state. 

(h) Net rents and royalties fn,111 ta11gilile pc-rsonal pt'nprrty arr alloc:ahlc to this state: 
(I) if aml to the extent that the property is utilized in this slate, 01· 

(2) in their entirety if the taxpayer's C<H11111c1-cial domicile is in this state all(! 
the taxpayer is not organized uw!--, the laws of or taxable in the state in 
\vhirh I he property is utilized. 

(t) The extent of utilization of tangible personal property. in a state is rleterminerl 
hy multiplying the rents all(! royalties hy a fraction, the numerator of which is the number 
of days of physical location of the property in the the state during the rental nr royalty 
lH:rio,I in the taxahlc ye'ar an1l the denominator of which is the n11mher of days of physical 
ocation of the property cverywliC're ,luring all rental or royalty periods i11 the taxable 

year. H tht• physical local ion of I he property ,luring the rental or royalty period is 
unkno\\'n or t111ascertainahlc by the taxpayer tangihle prrsnnal prnpcrty is utilize,! in the 
state in \\'hkh thl' prPpcrty was located .al the time the rental l'I' r'oyalty payt·r 1>htai11e,I 
possession. 

Section 6. (;;) Capital gains and losses from sales of reaf property localccl in this 
state .arc allocahlc lo this stale. 

(h) Capital gains and losses from salrs of tangible personal property arc allocable 
to this state if: · 

( 1) The property had a situs in this state at the time of the sale, or 
(2) The taxpayer's co.mme~cial domicile is in tl,1is 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 intangible personal property are alloc·a1~.te 

to this state if the taxpayer!s commercial domicile is in this state. 

State Tax Guid~ Correlator 
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St•rlion 7. l11t1·11·sl au,I 1livi1ltml~ arc allnt·ahll' IP this stair if tlw taxpay,·r•~ ,-,.111-
mtrcial ,lomidll' is in this sta.te. 

Section R. (;1) l'ah'nt and copyright royl\ltics arc all,,rahlt lo this stall': 
(1) if a111l to thr rxtcnl that I.Ill' J•alt'nt or ('()pyrii:ht is utiliu,1 hy the 1,ay,·r in 

this stat,·, or 
(2) if and lo the cxtcut that the patent or copyright is 11tilize1l hy the payer i11 a 

state in whic.-h the taxpayer is not .taxahlc mul the taxpayer's .con1111('rcial 
domicile is in this slate. 

. (b) A patent is utiltzcd in a state to· the exteut that it is employed in prmluction, 
· 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 
pern:iit allocation to states or . if the accounting procedures do not reflect. states of 
utilization, the patent is utilized in the state in which, the taxpayer's commercial domicile 
is localc,I. · 

(c) A. copyright is utilized in a state to the extent that printing or other publication 
originates in the state. If the basis of receipts from copyright royalties does not permit 
allocation to states or if 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. 

Section 9. All business income shall he 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 f_actor, and the <lemominator 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 pn,perly ownecf or rented and usr<l in 
this state d11rii1g the tax period· and the d.enominato'r of which is the average value of all 
the taxpayer's real and tangible 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 is valued at eight times· the net annual rental rate. Net annual 
rental rate .is the annual rental rate paid by the taxpyer less a1,_ 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 hut the·tax administrator may require 
the averaging of monthly values ,luring the tax period if reasonably required to reflect 
properly the averag~ value of the taxpayer's property. 

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

Section 14. Compensation is paid in this state if: 

(a) the individual's service is performed-e·ntirely within the state; or 
(h) .the individual's service is performed both within and without the state, but 

the service performed without the state is mcidental to the individual's 
service within the state; or 

(c) some of the service is performed in the state and (1) the base of operations 
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 stale in which 
some part of the· service is performed, but the individual's residence is in 
this state. 

'ci 

Section· lS. The sales factor is a fraction, the numerator of which is the total sales 
of ·the taxpayer rn this state during the tax perfo<l, and the denominator of which is the 
total sales of the taxpayer everywhere during the tax period. 

Section 16. Sale!, of tai1gible personal property are in this slate if:· 
(a) the property is delivcrc<I 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). th~ property. is shipped from an office, stor~, w'arehonse, factory, or other 
place. of storage in this state ;i.nd (I) the purchaser is the United States 
government or (2) the taxpayer is not t.axable in. the state of the purchaser. 

Correlator © 1970, Commerce Clearing House, Inc. 
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(b) the in<·rn11<· pnHli1ci11g activity is performed both in and outsi<le this state ant.I 
a g-rral<'r prPpnrtion of thC' incomc-pro,luring- activity is performr,l in this 

· stak .thau in :111y otlwr stale', hascd on costs of prrfnrmancc. 
Section 18. If the allocation amt :q1pnrtio11nw11t provisions o[ this Act do not fairly 

represent the ,·xtcnt of the laxpaycr's hnsinC'ss actidtv in this state, the taxpayer may 
petition for, or the tax adn,inistrntor may require\ in rcs1wct to all. or any part of the 
taxpayer's lmsi11rss activity., if r!'asonahlc: 

(a) srparatc accn1111tin1!; 
(h) the <"xclusion nf any· one nr mnn· of th" factors;· 
(c) the inclusioir of one or more ad,litional fadnrs which will fairly represent ·the 

taxpayer's business ac.tivity in this state; or 
(d)' the employment of any otha method to effectuate ;111 eqnitahle allocation a11CI 

apportio1m1l'nt of the taxpay<'r's inconlc'. · 
Section .19. 'l'his .Art shall he so constru,:,d as to cffcctnatc its general pmpose to 

thake tmifonn the lawof those st;1tes which enact it. 
Section 20. This Act may be rit!'d ·as· the Uniform Division of Income fnr Tax 

Purposes. A ct. 
rr1_ - A,:.. . .,_ , ____ t.. ....... ....:. ....... 1,.. .... -,.. ...... 4-:...,11 ..... ..,.;-t,...,..,.:,,4-0..t ;.,., +l,.-.. fnllA,~,;n("J" i11ric;rlfrtfnnc;. 

;. 

-.. , ..• •.•;····· ... · .. ··· ' .... . .. .. , 
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Senate Concurrent Resolution No .• 3024 

.8E.NATJ~ CO.NClJltRENT RESOLUTION No. ;u,21 
....... _I 

. . 

STATE OF· NEW JERSEY 
··-

Hy S.ennt.ors Vl1;IJUl!IAN, UAHH.A l\lON 1,; ami 8UAltDLNO 

A CoN<iP.HHl',NT lh:f-111,PTl<lN l'Pl)Hl'f-1 i11~ 1.lw l>idsion nl' 'l'a:,;a1 ion 
rn Rl11d_v 1111; frni,:;ihitif;" of flu• oplio11:il douhlr• Wl'i~h1i:11:,: of tlu• 
salP~ .lax facl<,r in Uw Corporalt• hH·om~i Tax apportio111111•1l1. 

formula. 

. ,v1m1e1•:Ai.;; A fair arnl n'afodic (~orporn1ion Income Tax ii,; a c(•111ral 
2 co11ccirn for N«:~,,· ,Jer~ey i11d11st.ry; and· 

:1 ,v,rnm:A:-:, An c•:,;111_1111li11g- indmd rial !-1•1•1nr iR of Yitai impor11111rp to 

'4 lhP (1 1'(•:tlio11 of !WW ('lllploymr•nl opporlm1ilil'R nnd tlw (1l'Olli1111ie 

f> health M Uw Hlnt.c of New ,ll'nwy ai:: a whole; 111111 

(i Wm:in·:.,i-:, Tiu• ,,·illi11g11,,~:-: of i1111w-:fry pn•~1•nfly in N,~w ,lcn,Py to 
i <':,;pnml 1lu,ir opPrn1imi's in ti.re H1a!P, 11rnl .of 1ww i111l11o;LriPi-; lo 

-~ lll(•ali~ within t.lw 81.ntP, is lo a larg,, <.•xlPnL i1,:pe.11dP11t 011 iu-

!l <hrntry dew111g- tho New Jersey Uorporat.ion Tax system m a 

10 fnvorahlc light; nnd 

1 l '\Virn111-:As, Pr.,,vidi11g for t.hP opfional <lo11i,fo WPigllfi11g of' flw.i-:alf's 
12 l:tx fnclor in tlH' ·corpora1i,;n l11,·0111P Tax appnr:1i011111<'i1t. forn111la, 
1:l wo11hl add a 11H'1tsm•p·or f!Pxihi.lify Inf hl' NPw ,Jp1·i,;1•y Coqioration 
J4 ;'l'nx s11'11d.11re and Urns mig-111 prn,·idP mt i11cP11li\'c for in<luxl rial 

. rn ' l'X:)lllll!-ion iii the ·state; now, Uwn•fon•, 

1 Jh: JT _1i1-:s111,~1-:n by //,,• ,'-,'rnr1/1i of t/1(: 8111/i: of. Kew ,lt•r,•;i•y ( Ilic 

2 G ,·11ri'i1l A ssr11i11/_11 c01w111'rin.'l): 

1 Th;~t 1i'w LPg-islaf 111"!' d,w~ hr•rPhy n•q1wi-:t. tl1e l>i,·ision of 'i'axa-

2 fio'1i lo i11nsliinf P I lw fraRihility of I tr,, np1 io1111l ilo11hh.•. WC'ighl i 11g 
'' ' 

3 of ,,hP1mlpi:; lax foct.oi· in 1hri Corpnrnf P lnl'OIUC' 'I'ax 1~pporlio11111P11t 
4 roin111l:i, nnd lo l"<'JIOl"f 1o I.hf' Lc•~'i~laf nre ihi findings fill(l 1"1'('11111-

5 '2/011(~:alion:-: m;. to f '111 i111plkafio11R s11rh irn nllnwa'nrt• would havo • 
(i /m Rlate tax l"f'\"Plllt<'R, and tl11• i1ul11c<'lll<'Hls it 111ighl r.n•atc for 
7 (,~ncrcm;ecl ind11!'(-frinl im•f'Sh!ll'lll hi Urn Hf ale nf Nr.w ,J erscy. 
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H'l'i' l"l':1\1 l':N'I' 

'l'h" purpoi:I' nf lhii; l'f'!'f1li;lj1111 i!: lo n•11111•!;f. 1111• l>ivi!-;i1i11 of 
'l'nxalio:n lo ~d11,ly lh1• frw:ihil;ly or th,• 11plini1al do11hl1~ ,,·1•i1~lili111~ 
of (hr fll\11•8 fax: f:wlor in the• Corpornll' lll('fllll(' 'l'nx 11pporfiom11;•nf. 

for11111ln, mul lo nporl, t.o flw l,p~j':,;lnlun• it1-1 lirnli11~~ amt l';'COIII· 

uiendaf.iom:. 'l'hn willi11~11<•1-1s or industry pn•sP11lly in ·Nuw .JorsPy 

lo rxp11111} their opl'l'ntions ill lh1• f',;faf.c•, nucl of llf'W inclmd.ric•s In 
101\ilff' within I.It,, :-:t:dc•,· is lo n J!t'l'al. ,~xf P11t d1•111•11cl1•11l 011 i11d11c;. 
t.rr vicwin~ tlu• New.lc•rsp~· Corporatio,i l11cn111c• Tnx i11 a r_avoral,lc 

li~hL 'l'hn optional clonhll' wei~hli11~ of flw snlc>s fax factor in flu~ 

· Corporaln · l1H•o1111• 'Fax npporlio11111Pnl forn111la Would i11lrod11rr. 

a lllC'llf:llrf' cir IIPxihility it1to thP N'l'w ;Jc,nwy .Cnrpo1'nlio11 · 'l'nx 
·flt r11r.lt1 rl'. The opl ion al do11 hli• Wf'i~htii1~ of f hf' snl~,..- la X fact n I" 
,,·1rnlcl 1;rnvidt1 i;1~1111• ·fax n•lir•f to firms whirh ham n large net 

worth preSl'JIC(' in the St.ate hut $111:lH in-8talc 1ml0s, C>r lo firllls 
,..-il.h a .lai-~<' 1wt. wort.It hut whil'h h1 1111y p:irf.i(•ttlar y<'ar 111i~lit 
ha,·c n 11oor Hafos rr<'orcl. Hy allowi11~ lir1111, lhc option of f'lll· 

pliasbdn~ t.hc•ir saleR (:1s oppo~Pd t.o their 1wt. W(Hlh) in the compu-

tation of t.hPir tnxP!., thiR r<'Rol11tio11 woulrl provide an i11centiv<' lo 

imlustrial cxpansio_n in ·Nc\v Jersey.· 
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from the Commonwealth of Massachusetts - Executive Office 
for ,A~t~pation & Finanprft' ~o/9ed }!JfY 26, ):JJ78 

,. /Iii r J1Y111111&1t' 11et'11/I// "Y ·,. l/11.J.J11r//11.J11il.J 
r,) . . £1/1 I//!- /! 

IY' ('// /rt'/ OJ' 

ROBERT H. McCLAIN, Jr. ,. C:U,111~11 .. Jl'J'n/1011 n 1NI- ~rt 1u·1, 
UnderHcretary af 

Admlnl1tratlan 

,, . 

Mr. James A.rnold 
Chief of Tax Research 
State of New Jersey 
Tax. Building - 9th Floor 
State and Willow Sts. 
Trento_n, N. J. 08625 

Dear Mr. Arnold: 

May 26, 1978 

I , . L. , .. i, .,.·: I : 'l 

In response to your recent telephone requL 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 approximately 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. 

r·~ .. -- -. 
1, ilCEIVED 

JUN2 1978 
1W1"1CE OF Dl'RECT~R 
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