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CORPORATION BUSINESS TAX ACT 

Authority 
P.L. 1983, c.303, section 22 (N.J.S.A. 52:27H-81) 

and N.J.S.A. 54: lOA-27. 

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

Chapter Expiration Date 
Chapter 7, Corporation Business Tax Act, expires on September 1, 

2009. 

Chapter Historical Note 
Chapter 7, Corporation Business Tax Act, was filed and became 

effective prior to September 1, 1969. 
Subchapter 9, Assets Allocation Factor, was repealed by R.1979 d.45, 

effective February 6, 1979. See: 11N.J.R.40(d), 11 N.J.R.150(b). 
Pursuant to Executive Order No. 66(1978), Chapter 7, Corporation 

Business Tax Act, was readopted as R.1984 d.95, effective March 19, 
1984. See: 16 N.J.R. 229(a), 16 N.J.R. 746(c). 

Subchapter 15, Urban Enterprise Zones Act, was adopted as R.1984 
d.496, effective November 5, 1984. See: 16 N.J.R. 1325(a), 16 N.J.R. 
3057(a). 

Subchapter 16, International Banking Facilities, was adopted as 
R.1984 d.453, effective October 15, 1984. See: 16 N.J.R. 1327(a), 16 
N.J.R. 2827(a). 

Pursuant to Executive Order No. 66(1978), Chapter 7, Corporation 
Business Tax Act, was readopted as R.1989 d.196, effective March 14, 
1989. See: 21 N.J.R. 14(a), 21 N.J.R. 1019(b). 

Pursuant to Executive Order No. 66(1978), Chapter 7, Corporation 
Business Tax Act, was readopted as R.1994 d.186, effective.March 14, 
1994, and Subchapter 6, Valuation, was repealed by R.1994 d.186, 
effective April 18, 1994. See: 26 N.J.R. 761(a), 26 N.J.R. 1696(b). 

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

Subchapter 17, Partnerships; Subchapter 18, Alternative Minimum 
Assessment; and Subchapter 19, Filing Fee Payments by Professional 
Corporations were adopted as special new rules by R.2003 d.135, ef-
fective February 27, 2003. Subchapters 17, 18 and 19were adopted as 
R.2003 d.370, effective August 22, 2003. See: 35 N.J.R. 1573(a), 35 
N.J.R. 4310(a). 

Chapter 7, Corporation Business Tax Act, was readopted as R.2004 
d.367, effective September 1, 2004. See: Source and Effective Date. 
See, also, section annotations. 

Subchapter 3B, Film Tax Credits, was adopted as new rules and Sub-
chapter 15, Urban Enterprise Zones Act, was recodified as Subchapter 
3A by R.2007 d.203, effective July 2, 2007. See: 39 N.J.R. 848(a), 39 
N.J.R. 2540(b). 

CHAPTER TABLE OF CONTENTS 

SUBCHAPTER 1. CORPORATIONS SUBJECT TO TAX 
UNDER THE ACT 

18:7-1.1 
18:7-1.2 
18:7-1.3 
18:7-1.4 
18:7-1.5 

Corporation business tax; general provisions 
Total tax self-assessed 
Definition of taxpayer 
Definition of corporation 
Limited partnership associations subject to the Act 

7-1 

18:7-1.6 
18:7-1.7 
18:7-1.8 
18:7-1.9 

18:7-1.10 
18:7-1.11 
18:7-1.12 
18:7-1.13 
18:7-1.14 
18:7-1.15 
18:7-1.16 
18:7-1.17 

18:7-1.18 
18:7-1.19 
18:7-1.20 
18:7-1.21 
18:7-1.22 
18:7-1.23 

Subjectivity to tax; how created 
Domestic corporations subject to tax 
Foreign corporations subject to tax 
Doing business in New Jersey; definition and rules of 

construction 
Foreign corporations engaged in interstate commerce 
Foreign corporations stocking goods in New Jersey 
Exempt corporations 
Regulated investment company; definition 
Subjectivity of foreign banks and foreign national banks 
Investment company; definition 
Financial business corporation; definition 
Application of the tax to licensees under the Casino Con-

trol Act; casino business consolidated return 
Definition ofS corporation 
Definition of New Jersey S corporation 
Definition of public utility 
Definition of qualified investment partnership 
Definition of savings institution 
Definition of partnership 

SUBCHAPTER 2. NATURE OF TAX 
Nature of tax; in general 18:7-2.1 

18:7-2.2 
18:7-2.3 
18:7-2.4 
18:7-2.5 
18:7-2.6 

Calendar and fiscal years; definitions 
Federal calendar or fiscal year for reporting 
Proof of Federal accounting period 
Proof of accounting period other than Federal basis 
Subject corporations must file on basis of calendar year 

period unless otherwise permitted 
18:7-2.7 

18:7-2.8 

18:7-2.9 

18:7-2.10 
18:7-2.11 
18:7-2.12 
18:7-2.13 
18:7-2.14 

Effect of failure by a corporation to establish accounting 
period 

Effect of failure by a corporation to submit proof of an 
established fiscal year accounting period 

Effect of proof of established fiscal year accounting 
period submitted late 

Period of application of tax 
Component factors of tax base 
Application of State franchise tax to corporations 
Conditions destroying franchise and franchise tax 
Allocation of payments received with CAR-100 

SUBCHAPTER 3. COMPUTATION OF TAX 
18:7-3.1 General bases for computation of tax 
18:7-3.2 through 18:7-3.3 (Reserved) 
18:7-3.4 Minimum tax 
18:7-3.5 (Reserved) 
18:7-3.6 Tax rates-corporations, S corporations and surtax 
18:7-3.7 Surtax 
18:7-3.8 Investment company; tax self-assessed and payable 
18:7-3.9 (Reserved) 
18 :7-3 .10 Regulated investment company; tax payable 
18:7-3.11 (Reserved) 
18:7-3.12 Method of accounting 
18:7-3.13 Estimated tax 
18:7-3.14 Estimated payment for fourth quarter 2002 
18:7-3.15 Interest on underpayment of installment payments 
18:7-3.16 Banking corporations and financial business corporations 
18:7-3.17 Coordination of tax credits 
18:7-3.18 Recycling tax credit 
18:7-3.19 Smart moves for business program (formerly employer 

trip reduction program) tax credit 
18:7-3.20 Enterprise zone employees tax credits 
18:7-3.21 Manufacturing equipment and employment investment 

tax credit 
18:7-3.22 New jobs investment tax credit 
18:7-3.23 Research credit 
18:7-3.24 Effluent equipment tax credit 
18:7-3.25 Economic recovery tax credit 
18:7-3.26 HMO assistance fund tax credit 
18:7-3.27 Neighborhood revitalization State tax credit 
18:7-3.28 Redevelopment authority project tax credit 

Supp. 4-6-09 



SUBCHAPTER 3A. URBAN ENTERPRISE ZONES ACT 
18:7-3A.1 
18:7-3A.2 
18:7-3A.3 
18:7-3A.4 

18:7-3A.5 

General 
Definitions 
(Reserved) 
Credits against total tax for new employees and invest-

ments in urban enterprise zones 
Qualification for benefits 

SUBCHAPTER 3B. FILM TAX CREDITS 
18:7-3B.1 Applicability and scope 
18:7-3B.2 Definitions 
18:7-3B.3 Eligibility 
18:7-3B.4 Application to the program 
18:7-3B.5 Award of tax credits 
18:7-3B.6 Transfer of tax credits; evaluation process 
18:7-3B.7 Examples of prioritization ofcredits among applicants 

SUBCHAPTER 4. ENTIRE NET WORTH 
18:7-4.1 through 18:7-4.4 (Reserved) 
18:7-4.5 Indebtedness owing directly or indirectly 
18:7-4.6 Receivables offset against indebtedness owing directly or 

indirectly 
18:7-4.7 Governmental obligations and securities 
18:7-4.8 through 18:7-4.10 (Reserved) 
18:7-4.11 Subsidiary corporations; definition 
18:7-4.12 through 18:7-4.18 (Reserved) 

SUBCHAPTER 5. ENTIRE NET INCOME; DEFINITION, 
COMPONENTS AND RULES FOR COMPUTING 

18:7-5.1 
18:7-5.2 
18:7-5.3 

18:7-5.4 
18:7-5.5 
18:7-5.6 

18:7-5.7 
18:7-5.8 
18:7-5.9 
18:7-5.10 

18:7-5.11 

18:7-5.12 
18:7-5.13 
18:7-5.14 
18:7-5.15 
18:7-5.16 
18:7-5.17 
18:7-5.18 

Entire net income; definition 
Entire net income; how computed 
Tax paid to foreign country or United States possession; 

when deductible from net income 
Factors not adjustable to Federal taxable income 
Entire net income; determining stock ownership 
Adjustment of entire net income to period covered by 

return; how computed 
Rigbt of Director to independently determine net income 
Calculation of gain in certain instances 
(Reserved) 
Rigbt of Director to correct distortions of net income al-

location factors; adjustments and redeterminations 
Rigbt of Director to require consolidated filing, and cer-

tain disclosures 
Net operating loss deduction 
New Jersey net operating loss carryover 
Limitations to the rigbt of a net operating loss carryover 
Net operating loss 
Effect of audit adjustments 
Suspension of net operating loss carryover 
Related party transactions 

SUBCHAPTER 6. (RESERVED) 

SUBCHAPTER 7. ALLOCATION 
18:7-7.1 
18:7-7.2 
18:7-7.3 
18:7-7.4 
18:7-7.5 
18:7-7.6 
18:7-7.7 

General instructions regarding allocation of net income 
Regular place of business; definition 
"Allocating" and "non-allocating" companies; definition 
Allocation factor; definition 
Allocation factor; application 
Corporate partners and partnerships 
(Reserved) 

SUBCHAPTER 8. BUSINESS ALLOCATION FACTOR 
18:7-8.1 
18:7-8.2 
18:7-8.3 

18:7-8.4 

18:7-8.5 

Business allocation factor; computation 
Method of arithmetic computation required 
Right of Director to independently compute allocation 

factor 
Property fraction; "tangible personal property"; defini-

tion and scope; special situations 
Business allocation factor; property fraction derived 

from average values 

Supp. 4-6-09 7-2 

TREASURY- AXATION 

18:7-8.6 Average v, Jue; computation period 
18:7-8.7 Business allocation factor; determination o receipts frac-

tion I 
18:7-8.8 
18:7-8.9 
18:7-8.10 

18:7-8.11 
18:7-8.12 
18:7-8.13 
18:7-8.14 
18:7-8.15 

Scope of ~llocable receipts 
Receipts from sales of capital assets; whe includible 
Receipts; [compensation for services; allo ation forcer-

tain sp9cial industries 
Receipts; ,rents and royalties 
Other bus\ness receipts 
Business allocation factor; payroll fraction 
Definitiort of officers and employees 
Compensition of officers and employee within New 

Jersey I 
18:7-8.16 Allocation: International Banking Facilitie 
18:7-8.17 Non-oper~tional income 
18:7-8.18 (Reservedr 

SUBCHAPTER 9. (IFSERVED) 

SUBCHAPTER 10. SECTION 8 ADJUSTMENTS 
18:7-10.1 DiscretioJary adjustments of business all cation factor 

by Dire~tor 
18:7-10.2 through 18:71-10.3 (Reserved) 

SUBCHAPTER 11. RETURNS 
18:7-11.1 
18:7-11.2 
18:7-11.3 
18:7-11.4 
18:7-11.5 
18:7-11.6 
18:7-11.7 
18:7-11.8 

I 
Returns; cprporations required to file 
Returns wjJ.ere Federal net income is chang d 
Effect of deficiency notice 
Amended l-eturn 
Change o~ accounting period 
Forms ofr,eturns 
Time for filing returns 
Time to r~port change or correction in F deral net in-

come I . 
18 :7-1 1. 9 Time for :fjiling returns for unauthorized ti reign corpo-

rations doing business in New Jersey 
18:7-11.10 Failure to file return or make payment whe due 
18 :7-11.11 Returns re:quired to be filed by corporati n ceasing to 

be subject to tax 
18:7-11.12 Extension pf time to file return; interest an penalty 
18:7-11.13 Place for filing returns and payment of tax 
18:7-11.14 Secrecy of1returns 
18:7-11.15 Consolidated returns 
18:7-11.16 Return to tie filed by an S Corporation 
18:7-11.17 Copies of~ax returns orother information r quired 
18:7-11.18 Reproduction of forms 
18:7-11.19 through 18:7-11.21 (Reserved) 

I . 

SUBCHAPTER 12. SHORT PERIOD RETURN 
18:7-12.1 Short peridd returns; when required 
18:7-12.2 Short perid

1
d returns; proration procedures 

18:7-12.3 Short perio,d returns; allocation 
18:7-12.4 (Reserved)[ 

SUBCHAPTER 13. 4.SSESSMENT, PAYMENTS, 
REFUNDS, LIEN 

18:7-13.1 Assessmen~ and reassessment 
18:7-13.2 Hearing; pi\lotest 
18:7-13.3 Appeal 
18:7-13.4 Service of notice on taxpayers 
18:7-13.5 Closing agiteements 
18:7-13.6 Time for p~yment of tax 
18:7-13.7 Additionalltax; change in Federal tax; i erest to be 

charged 
18:7-13.8 Claims for efund; when allowed 
18:7-13.9 Payment of refunds; rejection of claims; interest on 

overpay~ents 
18:7-13.10 
18:7-13.11 
18:7-13.12 
18:7-13.13 

Refund for 1lerroneous payments 
Lien of tax 
Release of property from lien 
Certificate las to lien for unpaid corporati n franchise 

taxes 
18:7-13.14 (Reserved) 



0 

0 

CORPORATION BUSINESS TAX ACT 

Recodified from N.J.A.C. 18:7-15.3 by R.2007 d.203, effective July 2, 
2007. 

See: 39 N.J.R. 848(a), 39 N.J.R. 2540(b). 

18:7-3A.4 Credits against total tax for new employees 
and investments in urban enterprise zones 

(a) Section 19 ofthe Urban Enterprise Zones Act, N.J.S.A. 
52:27H-78, is applicable to a qualified business in an enter-
prise zone, only if the Urban Enterprise Zone Authority spe-
cifically made· section 19 applicable when the enterprise zone 
was designated. Under section 19, any qualified business (as 
defined in N.J.A.C. 18:7-3A.2) which is actively engaged in 
the conduct of a business from a location within an enterprise 
zone (as defined in N.J.A.C. 18:7-3A.2), which business in 
that location consists primarily of manufacturing or other 
business which is not primarily considered as a retail sales 
business, or as a warehousing business, shall receive an enters 
prise zone employees tax credit againstthe amount of tax im-
posed under N.J.S.A. 54:IOA-5 (N.J.S.A. 54:IOA-1 et seq., 
the Corporation Business Tax Act). The credit shall only be 
available for new employees hired on or after the date of des-
ignation of the enterprise zone, or the date of commencement 
of business in the enterprise zone, whichever is later. 

(b) A one-time credit against the tax of $1,500 shall be 
allowed for each new full-time, permanent employee em-
ployed at that location who is a resident of the qualifying 
municipality (as defined in N.J.A.C. 18:7-3A.2) in which the 
designated enterprise zone is located, or any other qualifying 
municipality in which an urban enterprise zone is located, 
who was, immediately before employment by the taxpayer, 
unemployed for at least 90 days, or dependent upon. public 
assistance as the primary source of income. Further qualifica-
tions for this benefit are in (e) and (f) below. 

(c) A one-time credit against the tax of $500.00 shall be 
allowed for each new full-time, permanent employee em-
ployed at that location who is a resident· of the qualifying 
municipality (as defined in N.J.A.C. 18:7-3A.2) in which the 
designated enterprise zone is located, or any other qualifying 
municipality in which an urban enterprise zone is located, 
who does not meet the requirements of (b) above, and who 
was not, immediately before employment by the taxpayer, 
employed at a location within the qualifying municipality in 
which the qualified business is located. Further quaHfications 
for this credit are in (e) and (f) below. 

( d) See N.J.S.A. 52:27H-78c for alternate tax benefit. The 
statute allows a corporationtax credit to qualified small busic 
nesses (under 50 employees) that were in business in the zone 
prior to designation of the zone and that make an investment 
in the zone. These businesses may obtain an eight percent in-
vestment credit,· to be · applied against corporation business 
tax, by entering into an agreement, approved by the Urban 
Enterprise Zone Authority, with the zone city; . to make an 
investment in the zone which· contributes. substantially to the 
economic attractiveness of the zone. These expenditures may 
include improvement of the appearance or customer facilities 

18:7-3A.4 

.· of its place of business or improvements in landscaping, rec~ 
reation, police and fire protection, etc., in the zone, 

(e) The enterprise zone employee tax credits provided in 
(b) and (c) above, shallbe allowed in the tax year imme-
diately following the tax year in which the new full~time, 
permanent employee was first employed by the taxpayer, but 
shall only be allowed if the employee for whom creditis 
claimed was employed by the taxpayer for at least six con-
tinuous months during the tax year for which the credit is 
claimed. The c.redit shall be permitted in any tax year of a 20 
year period from the date of· designation of the enterprise 
zone, or in any tax year of a period of 20 tax years from the 
date within that designation period upon which the taxpayer 
is first subject to the corporation business tax under N.J.S.A. 
54:IOA-l et seq., whichever is later. The termination of des-
ignation as an enterprise zone at the end of the 20 year des-
ignation period shall not terminate the eligibility period under 
this section. 

(f) The employee tax credit is available only for new full-
time, permanent employees who have been employed by the 
qualified· business for at least six continuous months during 
the year for which the credit.is claimed. For a new employee 
to be considered a full~time, permanent employee, the total 
number of full-time, permanent employees, including the new 
employee, employed by the qualified business during the cal-
endar year must exceed the greatest number of full0 time, 
permanent employees employed in the zone by the qualified 
business during any prior· calendar year since the zone was 
designated. "Calendar year" means the year the new employ-
ees are hired. The comparison is made to the peak employ-
ment on any date during the calendar. years prior to the 
calendar year in which the new employees are hired, not the 
employment level on the last date of prior calendar years. The 
new employees must then continue to be employed during the 
following year in · which the credit is claimed for six 
continuous months. 

. Example 1: ABC Company is a qualified business. The 
highest number of full-time permanent employees. the com-
pany has employed in any prior calendar years since the zone 
was designated was 100. ABC Company employs 100 em~ 
ployees in 1985 and hires five new employees in June 1995. 
The five new employees reside in the qualifying municipality 
in which the zone is located and; immediately prior to em-
ployment by the qualified business, were unemployed for at 
least 90 days. The five new employees remain with the com-
pany through June 30, 1996. ABC may claim the employee 
tax credit for the 1996 tax year. for the employees hired· in 
1995. The employees remained employed by ABC Company 
for at least six continuous months during the year for which 
the credit is claimed(1996). The five new employees arecon-
sidered full~time permanent employees because the total 
number of full-time permanent employees, including the new 
employees, employed by ABC during the J 995 calendar year 
(105) exceeded the greatest number of full-time permanent 
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empioyees einployed i,n,the ·zone by ABC in·prior• ca\enclar 
years {100).The total credit is$7500 ($1500 :X 5). 

Example2: Same facts as -above ·except that iti March .· 
1996. ABC Company terminated tw_o of the employees hired 

DEPT. OF TREASURY- AXATION· 

other fonrt of pro If has not_ been obtaine?, e . taxpayer -
should . attach a statiement settmg forth how 1t ualtfies as a . . 1 . . . . . . . . 
"qualified business1 as defined N,lA.C. 18.: ~3A.2, with 
sufficient _ detail to per;mit _ verification -by the Divi_sion of • 
Taxation. - . -- - . 

- in 1995, and in April 1996 hires three Iiew employees. The 
new employees reside in the qualifying municipality in which ---·• Amended byR.1994 i, 86, effectiye AprHf8, 1994: 
the zone is.located and, although they were not unemployed Se~: 26 N.J.R. 76l(a), ~6 N.JR ~696(b). - _ - .. _ 

-- . Ame_· n_ d!)d byR.1994 d:4
1
19, effe_ct1ve Au_gust 15, 1994: 

for at least 90 days prior to: .employment by· the- qualified See; 26 N.J.R. 2203(a), 26 N.J.R. 3462(a). . 
·business or on public assistance, they were not employed, Recodified from _N.J.A.c. 18:7~15'5 and amended by _ .2001 d.20:i, 

-- immediately prior t6 employment by the qualified business, effective July 2, 2007. ' . -- -- - _ -• - --
- - within the qualifying ~lllli,cipality in which -the qualified .. See: 39 N.J.R. 848(a); 39 N.J;R; 2540(b). --

_ -- Updated the final N.i.A.C. reference. . · 
business is located.- The new empl,oyees remained with ABC 
through December j997:, ABC may daim the $1;soo credit 
fortaxyear·l996'only for the three-employees hired in-1995 .. 
who were notterminated, since the two terminated employees SUBCHAPTER JB . FILM T AX:CREDITS 
would not have worked_ for six c_ontinuousmonths-during the -
year for which the_ credit is claimed. ABC -may clail:Ji tlJ,e . - 18:7-3B.1 . _ AppJ~·c bility.and'.scope -. _ . - . - · -
$500~00 credit for.tax yearl997 for each of the three empioy~ · - - - -- · · · · 
ees hired iri. 1996 since they remained with ABC for six ·_ · The rules in this subchapt~r ale· pr~muigated_ by th~ New · 
continumis- mcirithsjn 1997 ancLthe fiighes(hiimbei: of em~ Jersey Division of Taxl:ltfon in consultation , th tlie New 
ployees -iri · t 996 fl 06) -· exceeded the highest: 1ilµnber, of full- ~rser Motion Pfo ._ .. _ e apd Telev\sion Dev~lopm nt Co~is-
tinie permanent employees (105) in pri<:it calendar years>The -ston and the New J~rsey Economic Dev~lopll\ent Aptli?:i::tty to, -_· 
$1;500 credit could riot be:claimed for_the ·tfuee employees - i~p~eme~t PL. 209s, c. -34?- That act establis s c?rpor~ 
hired in 1996 be1.:1;!.use theyWere not uhe:rrtployed or on public · · attonbusmess tax ·and gross mcome ta;x benefit _ g certificate 
assistance.:· ,, ·. ' . . - - . tr~fef pr,?gram n9t in excess of $10,000,000 . er year; f?r 

fiscal years. ~006 tlnjough 2015. for upto 20 pers nt of certam 
{g) Enterprise zon~ employe~ tax credits or: enterprise zone film-production expenses. _ - -._- · - - ·· . _ _ -

- investment tax· credits tinder this section shall not reduce the · · · · I · - - , 
taxpayer's tax liability under N.J.S:A. 54:lOA-1.et seq.a in atiy .· .. 1°8:7-3.B.2 - Defiriition$ : ·.-. 

_ iiix year by more than 50 percent or the amountotlierwis~' 
• a- - b t-· d -- 1 ·. · -· tm- - t ·t · · d;"t -· -- the following- w ds and.tenns __ , a_·s used in thi subchap·ter, . ue, .. u any :unuse emp oyee or, mves en ax ere 1 s _may 

be' carried forward by the taxpayer to the_ next· succeeding tax - . shall have the -follo -mg meanings~ unless .the co -text_ dearly 
year and be ·applied against 50 percent <'>fthatyear's tax, but-• indicates otllerwise: .-

.- not beyon~l the 20 year totals. set forth inJe) above: · · · -- · · · "Authority'' me · the New Jersey E~onof!iic evelopment -
- (h) The bredit~hallnot exceed w amount which wo~ld re- . Authority.. -
duce tlie total tax liability below the statutory minimum. :for · - -. "Buyirtg bii~ines· ,; means a taxpay~:t with·. e fmancial 
minimum.tax see N.J.A.C. 18:7-3.4. - - . ability to purcliase uh.rised·tax credits,·· -· - -

. ~'J::}rit.?,~if !8,j!M. "Certificate" m..ji, the certifi,;.,. issued by th Divisio0 of 
i\meJ:1.ded by R.J994 d.419;· effective Augustl5; 19% _ _ _ Tax~tion_ certifying :i° the ~elling business amoun s of film tax -
Se~: 26N.J.R.2203(a),26N.J.R .. J462(a). •-- · · - , - · . , cred1t,bemg:sold. Tl\.e cei:t1ficate s_hall state that e transferor 
R~codif'ied from N.J.A.C. 18:7~15.4 aii.!l amended by R 200J d'203, _w __ a1ve_ s .1_·ts right to_ -·91la ___ im th_e c_te_dit shown on th_ certificate. · -· effective July 2, 2007. . .. ·-___ ·- . . - · . 
See: 39 N.lR. 848(a), 39N.J.R. 2540(b). _ _ _ _ _ _ _ The}~eitificate shall _show the ~rogr~ year tq:which iHs 
< II). (a), substituted ''N.J;S.A. 52:27H•78," for .. (N.J.SA 52:21H-78)'\ ·· --- apphcable ~d·the ·-Ymtage year tri whtch ~e ex enses were 

· -. updated the N.Ji.A.C. references and deleted tjle ,comma preci;:4mg '.'(:t paid. Certificates _mdy be issued annually: . .- _-.. :· -· 
s~'l-"; and in(b) and (c), up~aifi4 th~ NJ.AC. references: · · · _ _ - > _ .. I · - . , _- _ , _ -_ _ ___ , : __ _ 

.. -- - - •- '<Film" . means a tati,rre film.~ a televisfot:r seri s or a tel_¢- . -
-18:7~3A.5 -Qualificati~n f<>r _benefits vision· show ofl 5 lf.inutes or rn9r~ in J~11gth, in ended for 'a·-· --

There' is no formalpnfoedurefbr.regi~tr~tion·as a qualified. - nation:al au'1i,ence. i'F~lm''. shall not.include a production • _ 
business for the· purpose _of __ obtaining the corporation tax _ · (eat~g news, c~fnt events, weather and mark t reports or _ -· --
benefits: iioweyer,-each:annual CBT-lQO Corp~ratiojjBusi-' pubhc _progr~m~, tall_c show,:'.ganie sh.o~, s orts e":e~t, 
rtess Tax Return which claims any urban enterprise zorie cor-: award show or other gala even!~. a production that sohc1ts : . 

. . poration tax benefits must include proof that it' 'is a qualified funcls, a. pr?duc_ tioii I _c0_ ntaitimg. __ · obs.cene Illa~-e-ri - _as_ -d~rmed -
business. This 'proof m:iiy consist of a _certificate or other, .· UJ1det N:J:S;A.- 2C:~4-2 and 3, or a producHon rtmanly for. 

- proof of stittus as_a qualified business for sales tax purposes : private;.ili~pStrlal, c rpoiate or institutional ~:purpo es. - -
under -N.J.A.C. 18:24-31. If a ·sales tai·certificate or some 

. . . 
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"Film Commissicm" means the New Jersey Motion Picture 
and Television Commission. 

"Loan out company" means a personal service corporation 
that employs an actor or actress, hired by a production com-
pany. The loan out company is owned or controlled by the 
actress or actor being hired .. Such production company ex-
penditures paid to a loan out company may appear to· be a. 
different type · of JJroduction expenditure,. but some or all of 
the expenditure may actually constitute a paymentfor the em~ 
ployment of the actor or actress. 

"Post-production costs" means the costs of the phase of 
production that follows principal photography, in which raw 
footage is cut and assembled into a finished film with sound 
synchronization and visual effects. Such costs include, butare 
not limited to, insurance, publidty, product placement, gen-
eral expenses, insurance claims, and completion costs con-
tingency. 

"Principal photography" means the filming of major and 
significant portions of a qualified film that involves the lead 
actors or actresses. 

"Privilege period" means the calendar or fiscal accounting 
period for which a tax is payable under the Corporation Busi- · 
ness Tax Act. See N.J.S.A. 54:lOA-40). ·· · 

"Production phases for an animated film" means generally 
that time after the preproduction phase when models are 
drawn mi paper and then created in the computer, and the 
actual production phase begins when the models are finished 
and the· staff begins to choreograph,· animate,. and render. the 
animations. However, much of the posFprodtiction work may 
be done simultaneously with the workdone in the production·. 
phase because the two are so interlinked .. · · · · 

"Program" means the Film Production Expenses Tax Cer-
tificate Transfer Program. 

- . - -

"Program year" means the fiscal year of the State during 
which the program is in operation. For example, July 1, 2005 
through June 30, 2006 is Programyear 2006; July 1, 2006 
through June 30, 2007 is Program year 2007. 

"Qualified film production .· expenses" mei:ins expenses 
incurred in New Jersey for the production of a film, including 
post-production costs incurred in New Jersey. Such expenses 
shall include, but shall not be limited to: 

1. Wages and salaries of individuals employed in. the 
production of a film on which the tax imposed by the New 
Jersey Gross Income Tax Act, N.J.S.A. 54A:J-l et seq., 
has been paid or is due; 

2. · The costs of construction, operations, editing, pho-
tography, sound synchronization, lighting, wardrobe and 
accessories and the cost of rental· of facilities and equip-
ment; 

18:7-3B.4 

3. Payments made for the stoiy .. and other rights, 
writing, producer and staff, director and staff, talent, and 
fringe benefits, providecl that the seller of the property or 
service is subject to income or franchise taxation in New 
Jersey; and/or 

4. Payments made to a loan out company, authorized to 
do business in New Jersey, that are attributable. to acting, 
writing, ,o; directing but not payments made. to a loan out 
company that are attributable to marketing or advertising. 
In-State loan out companies do qualify, as long as the star 
is on call within the State. If the star spends any part of the 
day in~State, that constitutes a day. A business telephone 
call made from outside the State does not· qualify, unless 
the star also is physically present in the State. 

Qualified film production expenses shall not include ex-. 
penses incurred in marketing or advertising a film. 

"Selling business" means a taxpayer that has unused tax 
credits, which it wishes to sell. 

"Tax.able year" means the calendar or fiscal. accounting 
period for which a tax is payable under the GrossJncome Tax 

. Act. SeeN.J.S.A. 54A:l-2(k\ 

"Taxation" ll}eans the New Jersey Division of Taxation. 
. - -

''Tax.credit vintage year" means the applicant's last taxable 
year or privilege period in which the expenses were incurred. 
Seller's and Buyer's vintage years are not equated. 

"Total production expenses" means costs for services per-
formed and tangible personalproperty used or consumed in 
the production of a film. 

18:7~3B.3 Eligibility 

(a) A taxpayer shall be eligible to apply to the program if 
the Authority finds that: · 

· 1. The taxpayer will incur qualified film production ex~ 
penses during a privilege period, provided that at least 60 
percentofthetotal production expenses, exclusive of post-

. · production costs, will be incurred for services performed 
and goods used or consumed in New Jersey; and 

2. Principal photography within 150 days after the ap-
proval of the application for the credit. 

18:7-3B.4 Application tothe program 

(a) Applications shall be submitted to the Authority and 
shall be considered for approval on a first in tiine basis. 

(b) A completed application shall include, but not be lim-
ited to; the following: 

L · A projected budget for.the film project witha break-
out of costs, including post-production costs; . 

7-32.5 Stipp. 7-2~07 



18:7-3B.4 

2. A breakout of costs, including post-production costs, 
to be incurred for services performed and· goods used or 
consumed in New Jersey; 

3. A breakout of costs, including post-production costs, 
to be incurred in New Jersey; 

4. If a film project wiU extend to more than one privi-
lege period or taxable year, applications shall be submitted 
with the information required ·in. (b) 1, 2, and . 3 above· for 
each such privilege period or taxable year; 

5. A description of the project, which must include: 

i. A plot summary; 

ii. The genre and subject matter;· 

iii. The anticipated film rating, if applicable; · 

iv. Principals; 

v. Actors; and 

vi. Filming locations; 

6. The filming schedule; 

7. The anticipated or actual date of commencement of 
principal photography; 

8. If the applicant is a partnership cir limited liability 
company, a list.of members or owners applying for a tax 
credit under this program, including the percentage of own-
ership interest of each; and · 

9. The applicant's New Jersey privilege period or tax-
able year. 

( c) The overestimation of qualified production expenses 
will decrease the credit by the amount of the overestimation. 

18:7-3B.5 Award oftax credits 

(a) Film production tax credits shall be awarded subse-
. quent to the occurrence of each and all of the following: 

· 1. Receipt by the Authority of written confirmation 
from· the Film Commission that principal photography 
commenced within 150 days ofapproval; 

· 2. Receipt by the Authority of actual budgets and proof 
of qualified film production expenses, inchiding a listing of 
the name of the company or person paid, his, her or its Fed-
eral identification number. and a certified public accounts 
ant's certification that expenses claimed by the applicant 
were incurred inNew Jersey; 

3. Verification by Taxation of partners or members of 
pass through entities such as partnerships· or LLCs; and 

4. Final approval of the credit by Taxation and the 
Board of the Authority, taking. into account the applicant's 
full compliance with applicable tax laws· and with the law 

· and rules relating to the application process. 

DEPT. OF TREASURY-. AXATION . 

(b) Taxation shal[ issue tax credit certificate within 30 
days of receipt froril the Authority evidencing ts final ap-
proval. 

1. In the case of entities taxed as partnersh"ps for New 
Jersey purposes, the certification shall be issu d to the en-
tity, and the namcis of the partners will appe on the cer-
tificate. · The credit shall be allocated to the pa ers based 
on profit and los~ sharing agreements. Each artner shall 
claim its proportibnate share of its credit on its own tax 
return. I . 
( c) Only the members ofthe Authority can de y an appli-

cant's el~g~b~l~ty for.Ith~ program established by .L2005 ~-
345. · (Ehg1b1hty cntena for the Program are et forth m . I 
N.J.A.C.18:7-3B.2.)I 

( d) When the men;ibersof the Authority deny a request, the 
minutes of the meeting at which such denial occ s are sub-
mitted to the Govembr. 

(e) The members'! action is effective 10 workin -days after 
the Governor's receipt of the minutes, provided o veto has 
been issued. .• .· I ·· . · . 

(t) An applicant may appeal the Board's act on by sub-
mitting in writing to[ the Authority, within 20 da s from the 
date of the Board'si action, an explanation of ow the ap-
plic~t has met the_ lprogra~ .· criteria. The A~th rity · cannot 
consider any new Ililformatlon about the proJec, developed 
after the June 30 su~mission deadline. Only that nformation 
that clarifies the application filed shall be reconsi ered. In the 
event the company i~ reconsidered as eligible, its application 
shall be presented at the nextavailable Board mee ing. 

(g) The amount lof the credit applied und r N.J.S.A. 
54:lOA-5.39 agains~ the corporation business tax for a 
privilege period, whf n taken together with any o her.· credits 
allowed against that tax, shall not exceed 50 perce t of the tax 
liability otherwise dJe and shall not reduce the ta liability to 
an ~mount less ~an. •.1~he statutory. minimum provi ed.i.n su. b-
sect10n (e) ofsect10Ii 5 of PL. 1945, c. 162. 

(h) The priority in which credits allowed purs ant to. this 
se~tion and an~ othir credits _s~a_ll be taken _sha 1 be deter-
mmed by the Director of the D1v1s10n of Taxation. 

I 
(i) The amount 9f the credit otherwise allo able under 

this. section which cannot be applied for the privi ege period 
due to the limitation~ of the section or under othe provisions 
of the corporation business tax, may be carried o er, if nec-
essary, to theseven privilege periods following t e privilege 
period for which the hedit was allowed. 

18:7-3B.6 TransfJ of tax credits; evaluation rocess 

(a) When all of Je required information is r ceived, the 
Authority shall · perfi ! rm · its · review based on th following 
minimum criteria: 
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The balance of $2.5 million will be carried forward to FY 
2008. 

The excess application amounts above the $10 million cap 
for FY 2007 are carried forward to FY 2008. Companies A, 
B, C, D, and E remain in their same sequence in FY 2008 as 
they occupied in FY 2007. Each of these companies will re-
ceive the balance of their credits in FY 2008 totaling $10 mil-
lion. Any applications received in FY 2008 will be approved 
in the order received, but the tentative credits approved will 
not be available until FY 2009. 

Example 5 A corporation that operates on a fiscal reporting 
period ending November 30 applies for a film credit of $5 
million and receives tentative approval from the Authority on 
April 1, 2007, for a FY 2007 credit of $1.5 million and a FY 
2008 credit of $3 .5 million. Filming begins May 1, 2007, and 
is completed on November 1, 2007. The project meets the 60 
percent test and eligible expenses for the project exceed $5 
million. 

The corporation on its New Jersey CBT-100 for tax year 
ending November 30, 2007 can claim a film credit ofup to $5 
million, since its tax year bridges both FY 2007 and FY 2008. 

Example 6 A corporation that operates on a fiscal reporting 
period ending April 30 applies for a film credit of $5 million 
and receives tentative approval from the Authority on Feb-
ruary 1, 2007 for a FY 2007 credit of $1.5 million and a FY 
2008 credit of $3.5 million. Filming begins March 1, 2007, 
and is completed on November 1, 2007. The project meets the 
60 percent test and eligible expenses for the project exceed $5 
million. 

The corporation on its New Jersey CBT-100 for tax year 
ending April 30, 2007, can claim a film credit of up to $1.5 
million only since its tax period ends within FY 2007. On its 
CBT-100 for tax year ending April 30, 2008, it can claim any 
unused portion of the FY 2007 credit and the FY 2008 credit 
of$3.5 million. 

SUBCHAPTER 4. ENTIRE NET WORTH 

18:7-4.1 (Reserved) 
Amended by R.1983 d.62, effective March 7, 1983. 
See: 14 N.J.R. 1206(a), 15 N.J.R. 343(d). 

Added last sentence to (a). Added last sentence to (b)5. 
Amended by R.1984 d.453, effective October 15, 1984. 
See: 16 N.J.R. 1327(a), 16 N.J.R. 2827(a). 

(c) added. 
Repealed by R.1994 d.186, effective April 18, 1994. 
See: 26 N.J.R. 76l(a), 26 N.J.R. 1696(b). 

Section was "Entire net worth; definition; computation". 

18:7-4.2 (Reserved) 
Amended by R.1979 d.45, effective February 6, 1979. 
See: 11 N.J.R. 40(d), 11 N.J.R. 150(b). 
Repealed by R.1994 d.186, effective April 18, 1994. 
See: 26 N.J.R. 761(a), 26 N.J.R. 1696(b). 

Section was "Effect on net worth of investment in subsidiaries". 

18:7-4.3 (Reserved) 
Repealed by R.1994 d;-186, effective April 18, 1994. 
See: 26 N.J.R. 761(a), 26 N.J.R. 1696(b). 

18:7-4.5 

Section was "Investment in subsidiaries allows proportionate reduc-
tion for calculating net worth". 

18:7-4.4 (Reserved) 
Repealed by R.1994 d.186, effective April 18, 1994. 
See: 26 N.J.R. 761(a), 26 N.J.R. 1696(b). 

Section was "Net worth; right of director to independently deter-
mine". 

18:7-4.5 Indebtedness owing directly or indirectly 

(a) "Indebtedness" is not limited in scope by the duration 
thereof and thus includes all debts due, whether money, 
goods or services, including, inter alia, accruals of salaries, 
bonuses and dividends, as well as interest accrued on all in-
debtedness. 

(b) "Indebtedness owing directly or indirectly" includes 
but is not limited to all indebtedness owing to any stockholder 
or shareholder and to members of his immediate family 
where a stockholder and members of his immediate family 
together or in the aggregate own or beneficially own 10 per-
cent or more of the aggregate outstanding shares of the tax-
payer's capital stock of all classes. 

( c) "Immediate family" includes the collective body of 
persons, consisting of parents, children and other relatives, 
living together in one household in a permanent and domestic 
character under one head or management. 

(d) Direct indebtedness: In the case of a creditor, corporate 
or otherwise ( other than an individual), including an estate, 
trust or other entity, indebtedness is includible by reason of 
direct holding of taxpayer's stock by the creditor whether or 
not the creditor is functioning as a mere conduit of funds 
from a third party source. 

( e) Indirect indebtedness: Indebtedness must be owing di-
rectly or indirectly to a 10 percent shareholder. Indebtedness 
owing by a taxpayer to a commonly controlled creditor is 
presumed to be owing indirectly to the common parent. How-
ever, indebtedness between commonly controlled debtors and 
creditors may not be attributable as owing indirectly to the 
common shareholder if it can be shown that the common 
shareholder was in no way the source of the funds. The tax-
payer must establish that the common shareholder was not the 
source of the funds since it has the burden cif defeating the 
presumption. The taxpayer must conclusively establish that: 

1. The creditor is merely a conduit of funds from an 
unrelated third party source; or 

2. The indebtedness was from funds generated by the 
creditor from its own operations and clearly not in any way 
attributable to or funded by the common shareholder. 

Next Page is 7-33 7-32.9 Supp. 7-2-07 
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iv. In any privilege period or taxable year beginning 
on or after January 1, 2002, with respect to property ac-
quired on or after January l, 2002 and before September 
11, 2004, any depreciation which was deducted in 
arriving at Federal taxable income and which was deter-
mined in accordance with Sections 168(k)and 1400L of 
the Federal Internal Revenue Code. Assets acquired 
before January 1, 2002 for which such depreciation was 
taken will continue for the entire life of the asset to 
follow Federal depreciation. Assets acquired in periods 
beginning before January 1, 2002 will continue to follow 
Federal depreciation even if the asset itself was acquired 
after January 1, 2002 but during such fiscal year. Upon 
early retirement a basis adjustment will be required to 
equalize Federal and State basis. 

Example: Federal bonus depreciation with respect to an 
asset acquired February 1, 2002 by a corporation which is a 
calendar year corporation will be disallowed for the corpora-
tion when filing its CBT-100 for 2002. 

v. Gain or loss on property sold or exchanged is to 
be· determined with reference to the amount properly to 
be recognized. in determination of Federal. taxable in-
come. However, on the physical disposal of recovery 
property, whether or not a gain or loss is properly to be 
recognized under the Federal Internal Revenue Code, 
there shall be allowed as a deduction any excess or there 
must be restored as an item of income any deficiency of 
depreciation disallowed under (a)lx above over related 
depreciation claimed on that· property under (a)2iv 
above. A statutory merger or consolidation shall not con-
stitute a disposal ofrecovery property. 

vi. In any year or short period ending after 1981, 
with respect to property placed in service on and after 
January 1, 1981, but prior to taxpayer fiscal or calendar . 
accounting years beginning on or after July 7, 1993, any 
item of income included in arriving at Federal taxable 
income solely as a result of a "safe harbor leasing" 
election made under Section 168(f)(8) of the Federal 
Internal Revenue Code; provided, however, that for the 
accounting period which begins in 1981 and ends in 
1982, such income which relates to property placed in 
service during 1981 is not to be excluded; and provided, 
further, that any such income which relates to a qualified 
mass commuting vehicle pursuant to Federal Internal 
Revenue Code Section 168(f)(8)(D)(v) (formerly 
168(f)(8)(D)(iii)) shall be included in entire net income 
in any event. 

(1) Where income relating to such safe harbor 
leasing election would have been included in Federal 
taxable income whether or not the election is made, no 
exclusion is permitted. 

Example: A corporation which finances the acquisition of 
machinery and equipment is not permitted to exclude interest 
income merely because it is one of the parties to a "safe 
harbor lease" whereby it agreed that all parties to the trans-

18:7-5.2 

action characterize it as a lease for Federal income tax pur-
poses. 

(2) For treatment of deductions relating to such 
safe harbor lease transactions, see (a)lxi above. 

vii. Any banking corporation which is operating an 
international banking facility (IBF) as part of its business 
may exclude the eligible net income of the IBF, as 
herein described, from its entire net income, as follows: 

( 1) Any deductions under this section. can only be 
claimed to the extent that they are not deductible in 
determining Federal taxable income, or not deductible 
under N.J.S.A. 54:10A-4(k)(l) through (3). 

(2) The eligible net income of an IBF is the 
amount of income remaining after subtracting the ap-
plicable expenses, as defmed by (a)2vii(4) below. 

(3) Eligible gross income is the gross income 
derived from an IBF. This will include gross income 
derived from the following: 

(A) Making, arranging for, placing or carrying 
loans to foreign persons, provided, however, that in 
the case of a foreign person which is an individual; 
or which is a foreign branch of a domestic corpo-
ration (other than a bank), or which is a foreign 
corporation or foreign partnership which is control-
led, by one or more domestic corporations ( other 
than banks), domestic partnerships or resident indi-
viduals, all the proceeds of the loan are for use 
outside of the United States; 

(B) Making or placing deposits with foreign 
persons which · are banks or foreign branches of 
banks (including foreign subsidiaries) or foreign 

· branches of the taxpayers or with other interna-
tional banking facilities; or 

( C) Entering into foreign exchange or hedging 
transactions relating to any transactions under 
(a)2vii(3)(A) and(B) above or (D) below. 

(D) Any other activities which an IBF may be, 
at any time, authorized to engage in by Federal or 
state law, the Board of Governors of the Federal 
Reserve, the Comptroller of the Currency, the New 
Jersey Banking Comn1ission, or any other authority. 

(4) Applicable expenses are any expenses or de-
ductions which are directly or indirectly attributable to 
eligible gross income as defmed in (a)2vii(3) above. 

(See: N.J.A.C. 18:7-16 regarding international banking fa-
cilities.) 

Amended by R.1983 d.62, effective March 7, 1983 
See: 14 N.J.R. 1206(a), 15 N.J.R. 343(d). 

Added new 10 and 11 to (a). Recodified old 10 as new 12 and added 
4-6 to (b ). 
Amended by R.1984 d.453, effective October 15, 1984. 
See: 16 N.J.R. 1327(a), 16 N.J.R. 2827(a). 
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(b)7 added. 
Amended by R.1985 d.562, effective November 4, 1985. 
See: 17 N.J.R. 1538(a), 17 N.J.R. 2678(a). 

Substantially amended. 
Amended by R.1987 d.335, effective August 17, 1987. 
See: 19 N.J.R. 712(a), 19 N.J.R. 1568(b). 

Substantially amended. 
Amended by R.1992 d.289, effective July 20, 1992. 
See: 24 N.J.R. 175(a), 24 N.J.R. 2628(b). 

Revised text. 
Amended by R.1994 d.186, effective April 18, 1994. 
See: 26 N.J.R. 761(a), 26 N.J.R. 1696(b). 
Amended by R.1997 d.204, effective May 19, 1997. 
See: 28 N.J.R. 5158(a), 29 N.J.R. 2467(a). 

In (a)lvii, inserted "For accounting or privilege periods ending on or 
before January 10, 1996,". 
Special amendment, R.2003 d.135, effective February 27, 2003 (to ex-

pire August 26, 2003). 
See: 35 N.J.R. 1573(a). 

Rewrote the section. 
Adopted concurrent amendment, R.2003 d.370, effective August 22, 

2003. 
See: 35 N.J.R. 1573(a), 35 N.J.R. 43 lO(a). 

Provisions ofR.2003 d.135 adopted without change. 
Amended by R.2004 d.367, effective October 4, 2004. 
See: 36 N.J.R. 1680(a), 36 N.J.R. 4484(a). 

In (a), deleted iii, recodified former iv through viii as iii through vii in 
2. 
Amended by R.2006 d.61, effective February 6, 2006. 
See: 37 N.J.R. 4195(a), 38 N.J.R. 1080(a). 

In (a)2i, deleted "of this chapter"; added (a)2i(l) and (a)2ii(l). 
Amended by R.2007 d.284, effective September 4, 2007. 
See: 39 N.J.R. 844(a), 39 N.J.R. 3780(b). 

In (a)lviii, updated the second N.J.A.C. reference; in (a)lxviii, de-
leted "and" from the end; in (a)lxix, substituted a semicolon for the 
period at the end; and added (a)lxx and (a)lxxi. 

Case Notes 
Benefits from safe harbor leases do not constitute "real intangible 

personal property", for purposes of corporate tax. Reuben H. Donnelley 
Corp. v. Director, Div. ofTaxation, 128 N.J. 218, 607 A.2d 1281 (1992). 

Under N.J.A.C. 18:7-5.2(a)2v, a taxpayer's parent corporation had 
been entitled, but not required, to take an excess depreciation deduction. 
Therefore, the parent corporation's decision not to take such a deduction 
did not preclude the taxpayer from assuming the higher depreciable basis 
of assets transferred to it by the parent. Clorox Prods. Mfg. Co. v. 
Director, 23 N.J. Tax 260, 2006 N.J. Tax LEXIS 22 (Tax Ct. 2006). 

Any distinction between the terms "physical disposal" and "disposal" 
in N.J.A.C. 18:7-5.2(a)2v is a .distinction without a difference. Clorox 
Prods. Mfg. Co. v. Director, 23 N.J. Tax 260, 2006 N.J. Tax LEXIS 22 
(Tax Ct. 2006). 

Interpretation of amendment to corporate tax governing safe harbor 
leases was not an administrative rule. Reuben H. Donnelley Corp. v. 
New Jersey Dept. of Treasury, Div. of Taxation, 11 N.J.Tax 241 (1990), 
reversed 12 NJ.Tax 255, certification granted 127 N.J. 551, 606 A.2d 
364, reversed 128 N.J. 218, 607 A.2d 1281. 

Corporate owner of safe harbor leased property could not include it in 
owner's business allocation factor. Reuben H. Donnelley Corp. v. New 
Jersey Dept. of Treasury, Div. of Taxation, 11 N.J.Tax 241 (1990), 
reversed 12 N.J.Tax 255, certification granted 127 N.J. 551, 606 A.2d 
364, reversed 128 N.J. 218, 607 A.2d 1281. 

State's inclusion of Federal obligations in taxpayer bank's tax bases 
under the Corporation Business Tax Act complied with the Federal 
public debt statute since the tax was nondiscriminatory; taxpayer bank's 
net worth and net income bases appropriately included the value of and 
income from the bank's holdings of state and local obligations. Garfield 
Trust Co. v. Director, Div. of Taxation, 6 N.J.Tax 462 (Tax Ct.1984), 
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I 
affirmed per curiam 7 N.J.Tax 663 (App.Div.1984), a firmed 102 N.J. 
420, 508 A.2d 1104 (1986), appeal dismissed 107 S.C . 390, 479 U.S. 
925, 93 L.Ed.2d 345. j 

Federal minimum t~x for tax preference was not pro erly excludable 
from the taxpayer's ehtire net income in the calculatio of New Jersey 
corporation business (ax, since the Federal minimum t is on income 
and not an excise t¥ on capital. Texaco, Inc. v. D"rector, Div. of 
Taxation, 4 N.J.Tax 63 (Tax Ct.1982). 

I 

I 
18:7-5.3 Tax paid to foreign country or Uni ed States 

possession; when deductible from et income 
I 

(a) With resped to foreign taxes required to e included in 
income as dividends received under Section 78 fthe Internal 
Revenue Code, no I deduction from Federal taxa le income is 
permitted if 100 percent of the dividend receiv d amount is 
deductible therefrolln under N.J.A.C. l 8:7-5.2(a) 2i. 

1. However, ~f 100 percent of the foreign ax amount is 
not deductible fiom Federal taxable income as dividends 

I 
received under N.J.A.C. l 8:7-5.2(a) 2i, then t e percentage 
which is taxed lmay be deducted from Fe eral taxable 
income. No othe~ foreign taxes are deductible. 

Amended by R.1999 d.1116, effective April 5, 1999. 
See: 31 N.J.R. 266(b),l31 N.J.R. 893(a). 

In (b ), changed N.J.f.C. references throughout. 
Administrative change 

1
and correction. 

See: 31 N.J.R. 1818(a). 
Special amendment, Rl2003 d.135, effective February 2 , 2003 (to ex-

pire August 26, 200~)-
See: 35 N.J.R. 1573(a)j-

Rewrote the section. I 
Adopted concurrent amendment, R.2003 d.370, effecti e August 22, 

2003. I 

See: 35 N.J.R. 1573(a)( 35 N.J.R. 4310(a). 
Pr~visions ofR.2003

1 

d.135 adopted without change. 

18:7-5.4 ~actors 
1

not adjustable to Federal ta able 
mcome I 

(a) No adjustment to Federal taxable income is permitted 
under this rule for: I 

7-40 

1. Gains or 1lsses not recognized for Fe eral income 
tax purposes undrr Section 3 51 or similar se tions of the 
Internal Revenue 

1

code but only to the extent t at recapture 
or other provisioqs of the Code are not param unt to these 
sections. I 

2. The general business credit allowed or lowable for 
Federal income tax purposes under Section 38 of the 
Internal Revenue Code. 

i. This mly not be taken as a deduct on in com-
puting the Ne+ Jersey net income tax ba e, nor as a 
credit, in any manner, in computing tax li bility under 

I 
the Act. I 

I 
ii. Upon disposition of assets which qu lified for a 

general busines~ credit under Section 3 8 of the Internal 
Revenue Code,I taxpayer must use the sa e basis for 
computing gain! or loss for New Jersey net income tax 
purposes as em~loyed for Federal income tax purposes. 

I 


