
CORPORATION BUSINESS TAX ACT·. 

Failure to permit allocation to New Jersey corporation which owned 
rental property. in Connecticut but had no regular employees working 
outside New Jersey held neither contrary to the scheme of the Business 
Tax Act, a burden on interstate commerce nor double taxation. S.M.Z. 
Corp. v. Director, Div. of Taxation, 5 N.J.Tax 232 (Tax Ct.1982), 
reversed and remanded 193 N.J.Super. 305, 473 A.2d 982 (App.Div. 
1984). 

Presence of property in New Jersey, maintenance of workplace in 
New Jersey employee's home, employee's encouragement to customers 
to pay due bills, handling of customer complaints and adjustments by 
employee and employee's supervision of corporation personnel exceed-
ed the mere solicitation of orders and rendered a Pennsylvania corpora-
tion liabl(: for payment of New Jersey corporation business tax. Ring-
gold Coal Mining Co. v. Taxation Div. Director, 4 N.J.Tax 321 (Tax 
Ct.1982). 

18:7-1.7 Domestic corporations subject to tax 
(a) The tax is imposed on every domestic corporation, 

with specified exceptions, for the mere possession of the 
privilege of having its corporate franchise. 

(b) A domestic corporation not otherwise exempt is sub-
ject to tax for every fiscal or calendar accounting period, or 
part thereof, whether it does business, owns capital or 
property, maintains an office, or engages in any activity, 
whether within or without New Jersey, · 

(c) A domestic corporationis subject to tax even though 
it carries on its business entirely outside New Jersey. 

Statutory References 
See N.J.S.A. 54:lOA-2 as to domestic corporations subject to New 

Jersey annual franchise.tax. 

Case Notes 
Failure to permit allocation to New Jersey corporation which owned 

rental property in. Connecticut but had no regular employees working 
outside New Jersey held neither contrary to the scheme of the Business 
Tax Act, a burden on interstate commerce nor double taxation. S.M.Z. 
Corp. v. Director,· Div. of Taxation, 5 N.J.Tax 232 (Tax Ct.1982), 
reversed and remanded 193 N.J.Super. 305, 473 A.2d 982 (App.Div. 
1984). . 

18:7-1.8 Foreign corporations subject to.tax 
(a) Qualifications for subject corporations. The, tax is 

imposed on every foreign corporation subject to tax as 
described in N.J.A.C. 18:7-1.6, and includes every corpora-
tion which does business, employs or owns capital or proper-
ty, or maintains an office in New Jersey in a corporate or 
organized capacity, regardless of whether it has formally 
qualified or is authorized to do business in New Jersey. 

Example 1 
A foreign manufacturing corporation has its factory 
outside New Jersey. Its only activity in New Jersey is 
the maintenance of an office within the State. The 
orders are forwarded to its· home office outside the 
State for acceptance and the merchandise is shipped 
from the factory direct to the purchasers. The corpora-
tion is subject to the Tax Act because it maintains an 
office within the State. 

18:7-1.8 

Example 2 
A foreign corporation which operates several retail 
stores outside New Jersey, leases an office· in New 
Jersey for the convenience of its buyers when they 
come to New Jersey. It has several employees perma-
nently assigned to such office. Salesmen c:cill at the 
office to solicit orders from the buyers, and the mer-
chandise is shipped to such office by the sellers. Upon 
receipt the merchandise is examined, separated by them 
to the various stores of the corporation outside New 
Jersey. The corporation is subject to the Tax· Act 
because it maintains an office, is regularly doing busi-
ness through its constituted representatives, and owns 
property in New Jersey. 
Note: The foregoing examples illustrate conditions giv-
ing rise to subjectivity to the tax without regard to 
whether or not the corporation holds a general or 
special certificate of authority to do business in New 
Jersey. 

Example 3 
. A foreign corporation has applied for and has received 
a certificate of authority to do business in New Jersey 
by the Secretary of State, but does not actually do any 
business in New Jersey, nor does it have any office or 
property or any employees in New Jersey nor does it 
own or employ capital here. The corporation has 
sought and received the privilege of exercising its cor-
porate franchise in New Jersey and is therefore subject 
to the tax and must file a return and pay the minimum 
tax. 

(b) Mandatory submission of affidavit; proof of authori-
zation to do business. A foreign corporation which is 
subject to tax under the Act must submit an affidavit by a 
duly authorized corporate officer, stating whether or not the 
corporation at any time prior to the date of. admitted 
subjectivity under the Act held any authorization to do 
business in New Jersey or carried on in this State any of the 
activities set forth in N.J.A.C. 18:7-1.6 (a). 

Amended by R.1994 d.186, effective April 18, 1994. 
See: 26 N.J.R. 761(a), 26 N.J.R. 1696(b). 
Administrative correction. 
See: 28 N.J.R. 4509(a). 
Amended by R.1996 d518, effective November 4, 1996. 
See: 27 N.J.R. 3913(a), 28 N.J.R. 4795(a). 

Statutory References 
See N.J.S.A. 54:lOA-2 as to foreign corporations subject to New 

Jersey annual franchise tax. 

Case Notes 
Nonresident corporation's commercial activities in state amounted to 

the "solidtation of orders". Pomco Graphics, Inc. v. Director, Div. of 
Taxation, 13 N.J.Tax 578 (1993). 
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. ·. CORPOAA~ON' ~USiNESfTMLACt•, .· 

Fo'reign. corpo~ation beld to. be doing J,u~i.ness iri. New ,Jersey so a(t6 
be s4bject to the corporation busiriess tax;· -requiring the cOrj,qratiOri to 
file a business tax return was riot a violation of .due process; . T,hoinsori~ 
Leeds Co.; hi.c. v. Taxation Div,_Director; 8 N,J.TaX-24 (Tax.ct.1,985). 

·. Corpol"lition'.s activiti~ · .. in 1'1e\\l Jersey J;1eld t6 ~rtJtitute . ''~~irig ·• 
busiriesf' for. the purposes of. the c,orporation bui;jrie8$ tax; corj:ioration; · · 

. business. t8lC riot limited . to · intrastate businesses. . -Tairiko Asphalt • 
Products, lnc:'ot·M;uylaild v. Glaser;,t.N.J.Tax 446 (Tax -ct.1983); 
affirmed.per ctir.iam 6. N:J.Tax}42 (APP'.Div.1984); •··· . 

Failure to p~rmit-allocation to New Jerseycorporiit!Oil which owned •··. 
rental property in Connecti~ut J,ut :had; rio: regular employees working 
outside New Jersey held neither contraiy to the scheme of the Business 
Tax Act, a burdeil ori interstate cortunetce nor dqilble taxation .. S;M,Z;c .· 
Corp. v; Director; biv .. of '.taxation, 5 N.J.Tax,232- (Tax Ct.J982), 
reversed and remanded W3 N.J.$:uj)er. 305,473 A2d 982 (App.Div. 1%~ . . . . ..... 

Presence 6f property in Ne-.fJeci6y, ::ina:intenance ofworkpla~ ·fo 
New Jersey employee's. hqme, ·employee's enc_ourage~erit to custome~s , 
to pay due bHls; handling of custpmer !=9mplaints and ,adjilstmems J,y 

.• · employee arid' employee's supervision of<:qrporatiori pe_rso11rieJexceed• .. ·. 
ed the mere solidtatio1f of orders arid rendered a Pennsylva.nil! c:orpora- • 
tion lia~Ie for payment of ~ew )ersey coi:porati~n' b11si.ness tax.. Ring, . · 
gold Coar Mining Cc>. v.:taxation Div. pitec.for,. 4 NJ.Jaii371 (T~ ... Ct.1982); . . . .. . · . . . . . .• .. · . · ·. · . · · · 

18:7-1.9 Doing 'bnsiµess,in New Jersey; defjili(ion and 

.. ·:trstre~~:i~~~t~~~~~~hT8r:zJ;;seft~ ::~ttM!:lJ·.•· ... 
4icome as. a restil:t of its tra!'.femarlt licensing activities. 

. : - . . • .-. • ' . -··. · •. ,, ··. • .... · ' ·:· •• !_, 

.•. (c)'A foreigtt'cotporatio~ shall' n<>t•be deem,ed· to-be. 
dqirig business or employing ·ori,owhinfcapital or property 
:i~I!!~~at? f:t tile piirpos~s· -~f ••tlle. Act; ~:atn .·of. ~e •· •···. 

L The Illtiinteriance ' df cash balanc~s with banks or ; 
trust' cbmparties in N¢w Jefs~y; · · . . > . . . 

. , .2i 'The•owpership ofshares of stoc~ ~r secrinties kept. 
. < . in New.Jersey in a. safe. deposk box,. 'safe, vault .or .• dther •. 

:· receptacle fented fo( the ·p~rpo.~e(or ple'tJgecl. as collateral· 
security; pr .. deposited with one' (jr . niore barik~. 'Of . trµst 

· .co~panie~,. qt broR.~ts who ~te ~eniq~rs: of a. recog11ized.-
:s¢C11fity exchange/ Jn., safekeeping/pr.·_·. custody.\ a~~<>Y:il\S; .·. • · · 

.· . rulf:ls of c~;nsin!~ticj~ . : : i _ .< .. · : .•... .•... > .· .·•·•· 
< a} • The term. "doing business" is used in a cqniprehensive , .- .. \ax iitht. obly'b11Shless, ~cti:vjty ~fa :f<>feigll cqi-poraclon .'. 

-sense and jndud~~ all activities wbi~h 9~cupy the time or. >:;within' 'New Je:r:seyconsists :Qfthe SQlidttlti,Qn: :(jf otders,:for ; 
labpr ofmenJorprofit. . . . . .. . . -- :sales_ofltstahgible persoria(property, Wllt(;h ord~r(aice to. 

. L . Regardless ol the . nat11r¢ h:f its activities; every. . be s¢tit qutside . the State for acceptance ol' rejection an4, if ... 
corporation organized. fOr profit ind carrying out ~Yof < a<;cepfo!;l,. are to- ~e filed 'by sl'Iipmerit :or d,elivery from; a ..•. 

,·. the purposes . of its organization ;within. the. state shall be ... · / point • 9utside . the State; · thefr. ~lich .. c()rporation • · is . doing, • 
deemed to be "doing busi,riesf' ::foi thepurposes of this .· Jiusiri.ess in New Jersey and is subject to the ta-,c~· Unless it 
Act. ·. · . · · · · · · · · · )Jas add.iti9I1~l <;<>htacts with Ne~ .Jetsey,'hoyvever, iFwi~ IJ,Ot• 

. be :Jiablf for '. any tai .measure(l by' the . income of the .. 
•. . corporation .. : "'(See J'.L. · 86~272,' 15 · U.S.C. ~C 381); .· Th,e . 
:C:oiporation -will ·be liable for.filing a. return and payiµenrcof 

2. In .· determining whether. a 'corporatiori ·is "d6irlg . 
business", it is immaterial whether ·its· activities·. result in a•··· 
profit or .floss: · · ·. ·.• · · · , , ·· · · ·. · • · 

• (b) Whetht;:r a foreign Q()q>Oratfon i~ dping business in .. ·. 
New Jersey is determined by theJacts'iri each cas~ .. Corisida, 
eration 'is givep. to such factors as: · · · · · · 

\ l. The nature and extent .·of the ·activities of.'J;he· 
COl])Oratfoti m New .Jersey; .. ' . . 

2. The locati6~ , of its. offices and other~ places 1of 
business; •. · · 

. 3·. Th~· contin~ify,. frequ~~fy axid regularity of ,the 
. ·· activities of the corporafion in New J,~rsey; · .·· . 

·4> .The eirtployment in'New .Jei;:sey.of'agents, officers . 
ail<;t:.enipIQY¢~,~-;.· ··•·. · · · · .'. · · ... '~_ ·- .. · --. · 

5. The :location of the _actual :seat di:niart~gemeptor 
control qf the porp()ratio1f . . . . .. 

· Example ·· 
Foreign corporati~n R holds trademarks that :were as-

.. signed· to it. by·. its parerit corporation; .. ;· R. 1'eceiVes:fees 
as a result. of 1icens~~g tqose. traclema,rks to certain Ne\V 

the minimum tax'. . . . . . . . . . . 

· 1. F~r the· in-State -~ctivities :of the fa.reign ·corporitjon 
. . to inimuniZe.: the ~orporatibil :. from taxation riieasured by ' . ' 
. income, such activities mi* b~ limited Solely to: . . .. . 

, t' · Speech or conduct that expiicitly pr ·implicitly 
invites an order; and _ .. 

·. ' ·ii, . Activities th~i- n~ifl:_ier · explici~ly nor• implicitly 
· invite an b:rder but tliat ate entirely ahdjlary·fo requests for an order. . . . . .. . . . · . ·. . ' 

i/ExariipJe$ 'cfr ~ddition{ll :iSti\iiti~s·_'c>r c:otitacts "1th> 
. Ne\Y Jersey that will "subject a .corporati~n to ~e tax ba~q .•·· 

on oi' measured by iricom:e ate: , 
. ., .· . ·,. . . .- . - -. 

L Rep~ks, mahiten~c~; an~ ittst~l#tion~; .· 

ii. c~fr~~tion ()i repo~session ~ciiVities: .. 
. · iiL .. Credifinvestig~tioQ,s( 

iv,.· •. Perspnri¢i cpurseif,ot. lectwes; :; . :> 

v. · T~c~11ica(as$ist~ce; .·· 
' .-:_· ·· .. 

. Supp. 6-i~97 . 
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. . ,vi. • Cust9mer ~6fu.p}ai11t r~~olutJ~ri Jf the ·sole pur_~ Ainended by R.1994 q.186, effective April 18, 19_94. ·· · · ·· · 
·pos~_is Mttb ingratiate sale.s .. :pyrsonnel_:with the .. cus~.- .Se.e; Z6 N.J~R.?6l(a); 26 ]\j'J;R. l696(b). ·. . .. , . •:' .·· .. ' '. ., ;..._ ... • .. 

· .•· . · · . . · , · · · . . ·, .. · . . Aql~ncled 'by RJ~95 'd; '194,'.effectjve April}, 1995, See: 27 N;J.R. · j( · 
tmµer; .: .. ; < . . ~!~~ldtt~!itlts°i~\ffective NoJe~ber'4, ;996.:: · .. :~ .· · / ~J . 

. vtL Approving 0~ accepting ord¢rs or ,sectirmg· g~- See: 27,N;~,R.3?:t'3(1i);28J-LtR. 479?(a). ·.· .. . . . .· 
· posits o~ sl:lles; . · ·: · 

. . actit!~ietquir1nf:persoi:in_el fo_r _ ~t}ier ,!hap soli~itatio~ .:. 

·.. jx. Maintaining a display ata: single location in 

St;tut!iry. Ret'e~~~ces .· ... : • •··• . 
. . See .N.rs.A. 54:rn.A'.:.:..2 as<tq' what act~ con~titute' doingbusj~ess in . 
NewJersey}orpurposes of a~uiring a.t~able status, .· .· ·· 

excess of twei weeks dur.ing· th¢it~ year;· · · • .·· .. 
·... 1 .. · · ..• · · ••• . •.· .. · .· . • • ". ' • ·.•·· · ........ ··· • •. • Case:Notl!11 

.. _x. (;arrying s~ples for: s'ale,· e,cch~ge oniistribu-. . · ·. ·· · -· -· . · · · .. · •· · 
· .·•. ti6n ill' ~uiy: :man.Qer for c9i:1Sidetation ·. or other value; · · . . . .· Foreign corporatiop held: to b~ cloing' business in New.Jer~ey so as .to 

. · . · .. . - · · , ·•· · · · be subject 10 the corpoi'~tiort qusirtessJ1UC; requiring the coq>oratioh to . · avv··. 1 · ·.··. ; t ·; ; ft f il'ti ,:,·· fileabusiness·taxretutnwasnotaviolationofdueprocess. Thonison-

, .. s ... u, .. :x"hi.1~ .. ··.·:·:a·.s.··· .. ·Ca·:o·.:n···~.msr1····gn:h_ .mo·.~e:ris·e.l.·t·.n•oog··.r.f,,. apo~er_:sr•.:s-·oe·am.·n •. rma;··1·•.·•.g·ap_-:_.· .. mm.sr.eo.· rvp.:geicr.-~tye··•._.;_-._s· .. an ... · .. :::: /l~. 1 es-,. Leeds o,., iitc._ v..·Trucation_Div,Directpr; !l·N.J.rax 24 (Tax Ct,.1985) . 
' .. d~r,iitiori's acti\lJties 'io NewJ~i,s~~ ·. held to- b~~stiMe. "doing. ·.··. ··: .. > · , ; business'"Jqr the purpps~s:of:the,corpp~atioriiill~ines~ :tax; coi-por~tion 

. . '· J '3. ~amples 9f ·• additional ... activi~ies:. ;hich, · t~g~ther : .busi11ess · t~ ·. n.ot 1in)i!ed tg: irttr11~tate · businesses. ·, Tamko • .t\sphalt 
· · .· .. ·. . . . . .· . , .. · .. .·· ·· , · · . · · ;Products, Inc:: of M~ryland'. v: Glaser,. 5 N.ltax 446 (Tax, CU983); .·· · 

.,•,\Vith th~ solk;itation activities d¢scribed•in(d)Labc:iye will , :~ffirmeclper_curiarri6)'il.J.Tax 3.42 (AppJ)iv.1984t . ·'!'' .• · · .... ·· .. . . < 116tsii.bject a corporation to taX: based on or riieain1.req .by · · 
·, . . ; )µcome are: . . . -~ . \:. . . ls:1.;.1;10 . )forei~ corpti,rations ~ngag¢d in intersiat~ 

i. · SoUc;{tation of orders tllrough:.~dverUsing; ._. .. . , · · < COµlmtrce >' · · · · · · · ·· 
. . ii, : Carryirlg samples for, displ~y or: distrib~tion:yvith~: ·., ' A foreign corpqration \vhicli falls Irito .. any' of tne taxable. • . 

/ ::.'out.charge;·. . : categories silbjedµig:a'c'drporatio11to tax,as eriunierated•in 
• i 'ut-r Providi~tf autom~l?ffe&, owned qf 1¢a.se4,, regi~~,: .· :N.i.A.O>:is:1:...u, is ·subj~~t to the ;Tµ Act notwithstanding 

d. . . . . .. .· . . . . . . . . .. . . 1~s business· is whollyS: ot partly · in 'imerstate commerce; , . · tere or not registe~ed in N,:~w J~rsey; to)ales persoxv · · · ' •. Xe'; ·. ·· · · ···· ·· · · · · 
. ·. net- for. their use, iri •. condu¢ting protected ,activiti_es ..... \men~ed qyJ,P9,941trs~; effec. ti~~ Apii!J8,l9?4, ·. . ... A ' ··. 

iv .. ·, Ch .. e_c .. king•·.- cu .. stonier iil.v,e ... nto. ri.e .. s w ... 1 "th.o_ ut_ ch. arg·.e·,••·.· .. ·. Setl: 26N.JJ,l. 76l(a)>'.26·l':U,R;.l696(b); . . .. · . · . .· ·"".· ... :.( ____ . ,.·1.· . .-. Amended PY· R:,1996. M:i8/eft'.ective November 4, 1996: ·.. _ __,,,. 
v. · Maiiit;iining]i..display·~t a,~4i,gle i6~atio11 Jo/less · see: 27 .N,U~.; 39p(a}.;Z~N;J.R4795(~)i · · · · 

tharnwo weeks during the t~ yeai{ · . . . ' . · . . , . ' " · . · · ... • . . . . . . .. . . . I . ,··: .•. ·: .. ~. . _.. ,:·-. - . -. .. . _-_ r 
. vi: : Recruitment, training/or evahiatiµg ofsales per-1 st1Jtlit~11 Jlef~~nces .. 

sonhel; . .· .. · . . . . ·. ·. . . ... · .,· . .· . r . . See N.J.,SA 54:t OA::.2 >as .to .. what a¢ts <;()hstit~te doing business in 
New Jersey for pµrpcises of~cquiririg ay1xable st.atus.-.'. · · · •· ··. C 

. · .Vii. A sales. employee's iti~horile "30rk, space that is · 
• :;not paid for by tl1e comJ)any; : aQd/' · · · · , _ . : .. ·. •· < Li~ .Rev!r _: BllC, J~11~al ~m~~°:~~es . .. ·.<. . 

, viii: 1\tlediating customer complaintsJfjii.st t9 ingr~~ i Statti and local tax~tion of interstate. anl,l foreign commerce: .The 1 
. '.iiate'sales personnel with :the 1customer. . . . secoµd best .. splutiQn.. KathfY!1 l,;; .Moore/42 ,Wayilc:1 LR.ev, 1425 ,. . .. . , · ' · . . . · . (1996). :. . .·. ·. . ·.• . . ' . . .· . . 

. I ...•. ;.:: '(e) ~ndependtmt contractoi:s ·lllhY solicit or make :saks or, 
. maintaili an. ciffice witl:lo1;1t subjecting,;a:·coinpany:·to: liability· . •• 18:7~1.ll , Foreign corp~~atiQn~ stocking goods iIJ N~w for tax. based on: or-measured by income. Sales representa/ ' . Jersey:, ' __ ' ,, . . . '. ' ' . . . . . 

. . tNes who represent a sil),~e principal'.wourd tiot ]:>e ¢onsid-:. · · · · ·, ,, · ' .. · · · · ··, · 
· · · eted independent contractors. •:A c.orporation ·would be . ·. ·.A foreig11 corpj:)ratioi which regularly maintains ·( stock · 

1··· 

. .,..,., 

. ·:. \., 

. : ~tibject to' iricoi;ne-haseq :t~ if. tlie iµqependelll coiitractqr, of goqcls in New Jersey and Iriakes cJeliveri¢s tq its custom~ ·· .... 
· : ·iriaintain.ecl a stock of got>ds. in the Stat(? ,urider ccmsignn1en( .. · · .. • ers from such stock ·sball pe · deettied-'tci be dqing -tiushiess in > • .. · ···· · · · · ·· · · · · New Jers.ey wit_hj_n'the ~eaiting oftlle Act; i, . . . . . · oi. foi• puq,oses other-- thah •.to( dise!ay.: a,n,ct.: soU,~~i~tion,<.-

''- , . ·. ;~~aril.pl¢·. 
Foreign corporatiotl L, repte~en'ted in N~w'.Jersey by a 
foreign independent coqti;aotbr, · lice~sing software · to .. 
New: Jersey busin¢'sses; •-· L< tecei:{esdees frb:m New 

. Jersey companies for licellsing the sof:twa.te. L lssu6-

.· jecf"to the FOrpcn·ation 'bttSµies~ :imr .on. its apportione_d . 
income.· 

A foreign nrnnuf~~ttrririg cotpot~tioii ha~ its . factories . 
ancf officesJocated outsicfo New Jersey. Its· sole activity .-· . 

. . in New }ers~y c<:m~istir of hotdirig or. storitig,goods Jn :a . 
· - publicwarehouse.hi,-this.:~_tate. Jt has no·em.Ployees in .. ,if~·: 

. New Jersey .. The c9q,qratio11 is subject to the Tfl'xAct. ·.·., ·,. 
becau.se it 0"1llS property in N~w Jer~ey .• '. . . . . \'"c--:-<') 

' 1 • l :0 


