
CORPORATION·. BUSINESS TAX ACT 

.1995: XYZ Corporation. places <.additional qualified 
¢quipment in service during 1995, which was acquired 
through• a lease• agreement. • .. The lease agreement ~equired 
$5,000,000 to be paid over th<? term ofthe lease. The 
taxpayer is not eligible for a11y, other tax credits, and its . 
corporate tax liability is . $:2'20,000. · The,. manufacturing ·. • 
equipment portion of the creditidlQO;OOO ($5,000,000 total 
lease cost x. two percent, notto .exceed $1,000,000). The .. 
employment investment portion is $25,000 (150 measure0 

ment year average - 125 base year. average ==. average 
increase .of 25 x $1,000, not to exceed three percent of the 

· cost ·of qualified· equipment placed in servicein New Jersey 
ih 1994). Therefore, the credit is the lesser of $i25,000 
($100,000 + $25,00.o) or. $110,000 (50 per9ent of the . tax . 
liability). In this case the allowable credit forXYZ Corpo-
ration is $110,000, the lesser of the two amounts. . The 
<,lifference between the total of the two credit portions, 

. ($125,000) and the credit•·allowable· ($110,000), or· $15,000 
· may be carried over for. a maximum of seven :years, · · 

1996: Qualified equipment is plated in service during 
1996 at a cost of $1,000,000. The taxpayer is not eligible for 
any .Other tax credits, ancl. .its I corporate tax liability is 
$350,000. The manufacturing equipment portion of . the 

· credit is $40,000 ($1,000,000 totaUease cost x two percent, 
not to exceed $1,000,000). • The employment investment 
portion is· $45,000o based on calculations for th,e 1994 and 
1995 investments (150 measurnment year average - 125 
base year average = average' increase of 25 x $l,OOO or 
$25,000 for the 1994 investment AND 160 measurement 
year average ~. 140 base year averc1ge = ayerage increase 
of20 x $1,000 or $20;000 for the 1995investment). There-
fore, the crndit is the lesser. of $80,000 ($20,000 + $45,000 . 
ct $15,000 carryover from 1995) or $175,000 (50 percent of, 
the tax liability). Int~is caselhe allowably credit for XYZ 
Corporation is $80,000, the . lesser of ~he two amounts; 

New Rule, R.1995. d.46Q,1effective August 21, · 1995. 
See: 27 N.J.R. 838(a), 27 N.J.R. 3208(a); 

18:7-3.22. · New jobs investment tax credit 
(a)· Corporate taxpayers are allqwed a credifaga'.inst the 

portion of the corporation . business tax• that is·. attributable 
to, and the direct consequence of, the taxpayer's qualified 
investmenLiri a new ·or expanded business facility in t].lis 
State which results in the creation of new jobs. 

L . For a small business taxpayer, .as , defined in 
N.J.S.A. 54:10A-5.5, atlea:st five new jobs must be creat-
ed. Foraiiy othertaxpayer,atleast50 newjobs must be 

'cre,ated. The. median, annual .. compens!ltion for the new .. 
· jobs must be· at least $27,000; adjusted for inflation begin- · 

ning January 1, 1994 as provided'inN.J.S.A. 54:10A-5.6e. 
Notice of the. adjustment shall be published in .the New 
Jersey Register. . The employer s]:ioukl tank the new 
employees by annual compensation. If the middle em• 
ployee .has compensation. less tha11 $27,000, the. lo~est 
ranking jobs should be deleted from the list· until Jhe 
median of the remaining list is aUe11st $27,000. (If there 

are an even number on the list,, the top half must be 
. greater than $27;000;) )'he. n4mber of employees on this 

revised list is. the numbfr of new jobs created fof purposes 
·· 1 .of this credit. · 

2. For privilegeperiods beginning on aIJ.d after. Janu-
liry 1; 2002, the eligibility standards for the New Jobs 
Investmen,tTax CreditAct have been expanded to include 
small or mid-sizi;: business taxpayers. For tax year 2002 
such taipayers 1shall have animal payroll of,$5,000,000 or 
less .and annual gross receipts of not more tha11 
$10,000,000. Such .amounts will be. adjusted annually for 
inflatio11 commencing January 1, 2003 'by an annual infla-
tion .adjustment.factor, which prescribed amount shall be 
rounded to the Iiext lowest 'multiple of $50.00. "Annual 
ihflation adjustment factor" means .the factor calculated 
by dividing. the . c;onSulilet price . index for urban . wage 
earners and clerical workers for the nation, as prepared • 
t,y the Unitt:!diStates Department of Labor for September 
of the calendiir year prior to the. calendar year in which 
the tax year begins, by that index for September> of the / 

.. calendar. year two .· years prior . tq ·. the calendar year iri 
• which the tax year begins. 

i.. In addit.fon for• privHege. periods . begin11ing. ofi and . 
after.January 1, 2002, for eligible··taxpayers.·the 'applica-

( ble new jobs, Jactorfor five newjobs is 0.01. For e~ch 
five .. additional new jobs over th~ additional five, up to 
100 total nt;w jobs, the applicable ne\\' jobs {actor of 
0;01, shall be increased by c;tdding -to it 0.01, uptq a 
maximum new jobs fa9tor 0.20; · 

· (b} The aUlount . of the <:redit shan · be de.termined by 
multiplying the . amount of the taxpayer's qualified invest-
ment, as defined in N:J.S.A. 54:10A~5;8, in property pU:r- , 
chased for business relocation or expansion, .as . defined in 
N.J.S.A 54:lOA-5.5, by the taxpayer's new job factor deter-
mined uhderN.J.S.A. 54:lOA-5'.9. . 

. . 
L The am,ount of the credit shall be taken over a five 

.yearperfod1 at the rate ofonecfiftli of the amount per tax 
·. year, beginning;. with the tax year in which ·the taxpayer 
places.the qualified investment into service.or use in this 
SJate .. 

. (c) · The aggregc1te amiuat credit allOwed. for a .. · tax year 
shall be an amount equal to.Jhe sum of one-fifth of the 
allowable credit for qualified investment placed into service 

. or use, during. a prior tax year, plus one-fifth of the .. allowable 
credit for qualified investment placed into service 'or use· 
during the current tax year. . . 

• __ • : , , I . _-- • • 

. L The amount of the credit. shall not reduce the tax 
liability by more. than 50 petcenbofthat portion of thi; 

,• taxpayi;:r's . tax liability otherwise due . for an tax years 
which is attributable to · and the . direct result of the · 
taxpayer's qualified inyestment 

2, The amount of the tax credit shall not reduce the 
j ·. -

tax liability below, t]:ie statutory minimum tax provided at .. 1 · .' . ·. '. . ' . . •. .• 
N.J.S.A. $4:10A~5.7b. 
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·oEPT. oF ?rREAsURY-TAXAT10N . . . . , . . . . . 

. . · ! '. ' . . . ·. i •. . . ·'. .• ... ,' • . . . '. ·: ·. '. ,• ' .. .. > ,, i. : if the i;re'cµfe~ceeds the limitati9~s irt ( c) thiough •· .. : . . 1! )H4e average' 11µniber ofempioyees 'attributabie fo'; . 
. ·· .. ( c)2 ··.above,. the : aniount df credit .. rerriaiping , shall· . be." · . > the ic:juaj.ified :bivestment falls •below the 1nininnim; number•· .·. r)· .. · · 
: refun,qed ' to.,, the Jaxpayer" · /The · amount refunded to . th~•. . ·, · • of . new jobs/created·. upon which the . taxpayer's•. arin11al' · •· ". - · 

. taxpayer sh~ i:iiot. exceed 50 percent of the suin. of ~he ·. cfoclit was based,. the credit shall< be. redetermined iand the . . ·""-
amou,rtt of property taxes 'timely paid in the taxable year . . ex~¢ss forfeited forJ~e currentt~ yiar and .f~r. e1:1ch .·. 

. pursuant to N:J.S:A. 54:+'1 et -seq. <'and: the aqiouht of > suajeeding year_: pursuant , t':'> the Galculatiqilf required 
.. ,implicitproperty taxes paid through rent 'or lease pi:ty-. underN;J,S.A54:10A.:.5'.10c;. · '· ·· · ., •. . . 

. ; ments in respect of:property taxable pursuaritfo N,J;S;f\;< .· .•. ·. J ,:_ . ·. . . ·•···•· '. f : .: ., l ·.. .· .. ; . . . .·. . .. 

. ~4:4-1, et seq:, and .fc>r which taxes .anCJtheJ.party tllafis. . .. , > (f) f J.S,~;, 5f1::lQ;\7?,,13 requires the t~ayer, .tt;,;):na,ke : 
· not a related. person is 'liable, whichjs atfribu.table to ·and: · · writt~ii:t, applic~ti91;i: Jo the Director of the Division .i?f Taxa~ 

,•. ·.· . the. direct result of ;the. taxpayer's . qualified. investine11tL ' . ti~~ J¢i- ~llowante of the cre4it; .'.. NO prior. approval wjll . be ... , 
· Any excess ainountmaynot ~e carried forward.>.· ·. ·· requir¢d if the return a~d.Fom:i)304 clafui111g:the creciitire· . 
, .. · . . . > V , .• .· . > .. ,, < ' ' .. ·· ·. ·. filed b'n or beforethe origiiial due _'.date of the retum 
.. (ci) ,The. credit snail, onty··be applied .agamstcorporatioh., .·. Howete'r; the, i~tµrn, :w41.be reviewed upon filing; and>th~·· 

busin,ess tl,\X,Hability:attributable to; and the direct result 6f, : Oivisi<imwiH.nqtify the't;ixpayer;.iftJ:ie. q-edit:js disalJoweq; ·_ ... · 
the taxpayer'tq1,1alified investm.· ent .. . . •. ..... . .. ··. ·.·.· If. ··h ., · - · .... ·. .. ·· 1· · ·•· " · · ···· · t ·· ·· ·t · fil ·p · · · ·. · ·· · · · • · • .. · · t e;. Jaxpayer a:pp 1es. :,._or:lµl ex ~µs1qn,, o e. -. orlll,, 

. , i,- If the tl:IXJ)ayer's .li~bility for c:orpofatfoi{b:usiriesi CBT...:io,o or Q3T~l00$,: a letter' application)from the t~-: ·· 
,·.·tax, . local . property· tax; aria. · implicit ptoperty. tax' paid . .·. · pay~r !requesting· . alloifuce · <Jf: •· the credit must. aceotnpaI1y ··•, . 

.. through rental: or lease on prop_elfy subject to local tax'. .. the. rdquest. foi: · e~ensio11, Form CB.'T..:_200T. The recorc:h , . 
an,d for wbJch taxe~· another party that i,S 1ntjt a. rela~eil 'keepiiig, requireme11ts ofN . .J;.S.A 54:JOA25:12 for qµalifjed' . · .. 

· person is 1iable, are ,nolsol~ly aJtributa:bre -to the taxp~y~ · .. ' propei+ty must be followed; . ·· . . . 
• .. er's qualified· investtjlent, then the .amoWlt of such taxes . ·. i . 
:'so attributable may be ·qeterniined by multiplying the . . : !.EXAMPLE'.• .. '-

. itnioµpt of tror due u;n<iet those tax, acts for tlie f~year by · • : ( . i< / .. .. . . . . . . . . .• . . . 
· · . _.the #tio o(~ompensatioti: pajd during th~, t~able year to .... ·. ·· NeW Jer$ey Jnve$trµent Tax Credi.t Calculatioll' 

.. ': • W.L etn:ployees of the t~ayer .· empJoyed . ~n · · N~w . .J ei:sey ' . ·. : Ctir~ora,tion: A.BC .in . 1994 · .. purcl;i~s,es _ and • inst~ls . the 
,, 'whose positions aredirectlf attri~µtable).~the. qualified •. followhig atloca#on]}in New.Jei:~ey:.:. ·. . 

investrilent,to totat:cqmpens~tion: paig du:ting the taxable ·· · 1 ·. ,·· •. • • - ·• .• ··• • • . • . ·•. . . • ••. .,·. 

year to ail employees of the taxpayer empioy~d in :r-iew · Li '_!\newlyc.cinstruc;tedl>uil~ingfcfr $1.,000,000;",: 
Jersey. :. . . . , I . ·. ·· ' ·•····. ·. . ·. , . . ' .· · ··· · . ·'.' 

2:: Eqtiipni'entwiththree year lifofor $100;0()0; 
, . 2. Any credits allo\Vable µndyr -N.J;S.A;' 54:lOA-5.3 . ' . . ' ... · ·. ' • . ',. .. . ·- $ ·. . . . cl 

( recyclitig tll:'( . credit),'. N.J .S,-{\-• . 52_:im~ 7~ ·.·· (11rl:,an . enter;- . 3-. ! . , Eq!¥pni~nt five year: life f9r .. ?,OOi®,?; al) :' •. . 
prise zone crel:lit), ancl N.J_S.A.. 55:19--:13 (urban develop- 4,f Ari.airplane for:$100,000 .. · 

, ment ~orporation credit) shall be applied' against and I , ,. . • 

. . . . reduc;e · only the· amount .of·corporation bu$iness.tax not .·'-At lociltion~ E in.· NeW Jersey,. th~·• cofl);j-ation • llihl<:6~:'. 
·. • app.ortiorted · to tile · qualified irive~e,nt . UJJ,der .·this· . act; ·. repair~ on existing.facUides for $250,000; · : .. · 

Any excess of tb,ose •credits 1t1,ay be applied ~gainst the . 1 •• .. . .. •. . . • • , . ••. • • • •. . . • • . .· • 

·•···•··. ammmt of corpor~ti?n bµsirt~~s iax •appp!tfoned t9/t,he·_ At.focatiort.F in.NewJen1ey,'the~corporatipn.pl;lrchasesa 
. , qualified invesprtertt µnder·_tJiis act tJiaLis ·Ii0t"offset by . buil~g, o~i~i and .used by an unr~lated .party, for. . 
· the arnountqfanmtafcredit:againsfthe tax allowed urider .·. · $500,09().\· . ... .. . > 

,the acf;for the, tax ,year/ tiil1¢ss their:, application is ptJi,er~ . . . . ' . . .. ... . . ' .. , , ... · ·•. .., .... 
wtse prohibited by the applicable credkstat11te~, .• ; . · >, • All \cicatio,ns are. itj iNew, farsey.. N~ne oHheJoi::ations / 

· · · · · . · · · . '• . • ·· are 'in an urban enterprise •zone;: -
·.· ( e} The •unu.sed portionof the ~rei#t shaii b,e forfeit~d'il: · ; ) :.· , . \ . .· ... ·. '. '.· .. · ·• · , < . , ·.• .... :, 
the·. pi-opei:ty ·. is disposed . of pdo,f to l)ie end of its recovery, . · •··• ABq .. in t9.9'f hacf S0 . ernploye~S; .an .. at._ l9cati~n E, .··with•', 
period, oi- ceasestobe 9sed i1La new or expanded business., .. ,annuali _. payroll_ qf $2;(JO0;qQ0;- aIJ,d · gross_·:·'re.ceipt~ .· <>f •·· 
facility; except where the. cessatiortj~. due to fire, floo'd, · $5,000)000;In 1994ABC:::-empfoys 120 people;'S0 atJocation 
storm or ·other; casualty, i pursuaiifJo. the. J>~b".i,siorts ·• of E, 65 it location. D; and .five atJocation F, a,ll with income 
N:J;S.A. S4;10A::..5.l0• and 5:11' Excep( when the>ce&satfon. ·. .:aboye !$30,000, and .. has ·. gross 'receipts/ o( $1Q,;Q00;09() and' ... 
is·· due to fire; :flood, stotri;t · or· other casualty; the tupayeri. .• payroll! ,of $5,00Q;ooo .. Thei 65 ei;nployees. at· l&cati61fD · at~ -

. .shall. redet,ermin~ ·. the _amou4t of credit.· a~qwed in· e~rlier,~. · · all :neWly' hired N~w . Jersey; r¢sidents'. with. iq_tal •. CQinp~nsa-
years. · p1,1rsuant to-·· .. · the·.•· .,· ~alculation, •· 11;nder •. ·•· '.N,J,S:A '· . tioii of $3,000,0QO .• Th~:-~rporation·bu~iness hix liability for . ··. 
54:lOA..:.SJ@b. Tl:le taxpayer ~hall thentfile a· reconciliation ABGi!,1994is $10;ooo, .· . . . . . 

.. st~tem.ent with ... hs annQ,at corporatfon'b.usin.ess tax r(?tuin for. · : · ·· · · · ·. · 
. the y~ar in which the forl~itui-e occurs;' and .pay any' addi~' .·•,. ABd·should coi:ri~ute its 1994Ne~J~rsey'.irtvesunintta;x •.. ·•· .. ·• 
'tional•· taxes' owed due ·t6 the ··reduction,' of· the· am6unt .or .. ·•· ci~~fthi$''\Vay:· (Line"refer¢11c~ nunibets are'to. Fopn 304., •.. · 
~reqit.::alfowaple for such earlier years; .together with. any· .. ·. (l-'-9S)jNewJobsirtvestmetit Tax Credit:) . . . •. 
p1:malty> ~rid interest for . failure 'to pay ~rty· suc:li. tax as· · • ·· · 1 · · , · · · · · · · 

:· ·.•.··, protj:deq µi,. th~ -State .Tax Uiniform Pr9cedute. Law. . . . First~ calcufate the. allowabl~ in'vesµnent base as follows: ---· . , .. . . . ·., 



CORPORATION BUSINESS TAX ACT 

Qualified investment: 
line 4(a) with three year 

life 0.35 X $ 100,000 = $ 35,000 
140,000 line 4(b) with five year life 0.70 x · 200,000 = 

line 4( c) with seven year or 
more life 1.00 X 1,000,000 = 1,000,000 

line 5 Sum of lines 4(a), 
4(b), and 4(c) 

The investment base is $1,175,000. 
$1,175,000 

(The airplane purchase does not qualify; the repairs at 
location E do. not qualify; and the purchase of existing 
property at location F does not qualify. See N.J.S.A. 
54:lOA-5.5 and N.J.A.C. 18:7-3.22(b).) . 

Second, calculate the number of eligible new jobs created 
as follows in order to arrive at the new jobs factor: · 

line 6(a) Average New Jersey employment for 
this tax year .120 

line 6(b) Average New Jersey employment for 
last tax year 50 

line 6(c) Subtract line 6(b) from line 6(a) 70 
line 6( d) Divide 1ine 6( a) by 2 · 60 
line 6( e) Number of eligible new jobs 65 
line 6(f) Smaller of 6( c ), 6( d), or 6( e) 60 
line 7(a) Divide line 6(f) by 50 with no remainder 1 
line 7(b) Multiply line 7( a) by .005 .005 
line 7(c) Enter the smaller of .10 or line 7(b), .005 

(The number of eligible jobs is limited to 60, one-half total 
employment. ABC is, with $10,000,000 in gross receipts, 
not a small taxpayer in 1994.) 

The new jobs factor is .005. 

Third, calculate the maximum annual credit: 

line 8 Multiply line 7(c) x line 2 x .2 
. 005 X $1,175,000 X .2 = $1,175 

line 9 Qualified investment from prior two years 0 
line lOAggregate Annual Credit: 

(Sum of lines 8, 9(a), 9(b), 9(c), and 9(d)) $1,175 

Fourth, calculate tax attributable to new investment which 
is eligible to be offset by the credit (which is proportional to 
compensation of new employees relative to all employees). 

line 11 Compensation of all new jobs in New 
Jersey attributable to the qualified invest-
ment 

line 12 Total compensation of all employees in 
New Jersey 

line 13 Divide line 11 by line 12 
line 14 Enter tax liability from front page of 

CBT 
line 15 Multiply line 13 byline 11 CBT-100 

page 1 

Fifth, arrive at the allowable credit: 

line 16 Multiply line 15 by 50 percent 

Next Page is 7-27 

$3,000,000 

$5,000,000 
.60 

6,000 

$3,000 

' 7-25 

line 17 Enter the smaller of line 10 or line 16 
\ 

New Rule, R.1995 d.461, effective August 21, 1995. 
See: 27 N.J.R. 840(a), 27 N.J.R. 3209(a). 
Administrative correction. 
See: 27 N.J.R.4908(a). 
Public Notice: Inflation adjustments. 
See: 27 N.J.R. 4921(a). 
Public Notice: Inflation adjustments. 
See: 29 N.J.R. 708(a). 
Public Notice: Inflation adjustments. 
See: 30 N.J.R. 1330(c). 
Public Notice: Inflation adjustments. 
See: 31 N.J.R. 1112(a). 
Public Notice: Inflation adjustments. 
See: 32 N.J.R. 1087(b ). 
Public Notice: Inflation adjustments. 
See: 33 N.J.R. 903(a). 
Public Notice: Inflation adjustments. 
See: 34 N.J.R. 1057(a). 

18:7-3.23 

1,175 

Public Notice: Notice of Corporation Business Tax; New Jobs Invest-
mentTax Credit Revised Inflation Adjustment. 

See: 35 N.J.R. 280(a). 
Special amendment, R.2003 d.135, effective February 27, 2003 (to 

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

In (a), added 2. 
Adopted concurrent amendment, R.2003 d.370, effective• August 22, 

2003. 
See: 35 N.J.R. 1573(a), 35 N.J.R. 4310(a). 

Provisions of R.2003 d.135 adopted without change. 

18:7-3.23 Research credit 
(a) A taxpayer shall be allowed a credit agains't its corpo-

ration business tax liability in an amount equal to 10 percent 
of the excess of the qualified research expenses for the fiscal 
or calendar accounting year over the base amount, and 10 
percent of the basic research payments determined in accor-
dance with IRC Section 41 as in effect on June 30, 1992, 
provided that IRC Section 41(h) relating to termination of 
the availability of the credit in 1995 shall not apply . 

(b) For purposes of this section, the term "qualified 
research expenses" means the sum of the following amounts 
which are paid __ or- incurred by' the taxpayer during the 
taxable year in carrying on any trade or business of the 
taxpayer:_ 

1. In-house research expenses; and 

2. Contract research expenses. 

( c) In general, the term "in~house research expenses" 
means: 

1. Any wages paid or incurred to an employee for 
qualified services performed by such employee; 

2. Any amount paid or incurred for supplies used in 
the conduct of qualified research; and 

3. Under Federal regulations prescribed, any amount 
paid or incurred to another person for the righ,t to use 
computers in the conduct of qualified research. 

Supp. 9-15-03 


