
CORPORATION BUSINESS TAX ACT 

SUBCHAPTER 1. CORPORATIONS SUBJECT TO 
TAX UNDER THE ACT . . . 

18:7..:.1.1 Corporation business tax; general provisions 
For all returns where the accounting period begini; after. 

June 30, 1986, the tax is measured by the portio'n of entire 

iS:7-1.1 

net income allocable to New Jersey, subject to the minimum 
tax described in N.J.A.C. 18:7-3.4(c). 
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CORPORATION BUSINESS·.TAX .ACT 

Amended by R.1970 d.121, effective October 5, 1970. 
See: 2 N.J.R. 78(a), 2 N.J.R. 95(a). · · 
Amended by RJ979 d.45, effective.February 6, 1979. 
See: 11 N.J.R. 40(d); 11 N.J.R. 150(b). 
Amended by K1983 d.62, effective March·?, 1983. 
See: 14 N.J.R. 1206(a), 15 N;J.R. 343(d). · 

Added "accounting period before July 1, J986'' to {a). Added 
"accounting period before April l, 1983" to (a)l.i andii. Added (3) to 
(a).· Also added (b). · 
Amended by R.1994 d.186, effective April18, 1994. 
See: 2<:i N.J.R. 76l(a), 26 N.J.R.1696(b). 

Statutory References 
See N.J;S.A. 54:lOA-5 as to how taxpayers should compute the 

amount of franchise tax payable. · 

Case Notes 
Authorized share schedule is. to be used only where it . results in · a 

lesser amount to add to a taxpayer's net income than an amount based 
on total corporate assets, in determining annual corporation franchise 
tax; corporation business·. tax liabjlity not avoidable . where taxpayer · 
belatedly realized adverse . tax consequences of decision to increase 
number of authorized shares, even though dec\sion had no apparent 
business purpose, brought no advantage to the taxpayer and caused no 
disadvantage or detriment to the State. General Trading Co.; Inc, v. 
Director, Div. of Taxation, 83 N.J. 122, 416 A.2d 37 (1980). 

18:7"-l.2 Totaltax self-assessed 
/ ' ' . 

The total tax is self~assessed and payable. by each taxpay-
er. 

Amended byR.1994 d.186, effective April 18, 1994'. 
See: 26 N.J.R. 761(a), 26N.J.R.1696(b). 

Cross References 
See Section L1 (General provisions) of this chapter. 

18:7-1.3 · Definition oftaxpayer •· 
(a) The term "taxpayer" shall mea.n any corporation rec · 

quired to report or to pay taxes, interest on penalties under 
this Act. 

, (b) Any receiver,referee, trustee.assignee or other fidu-
ciary, or any officer or agent appointed by any court to 
conductthe pusiness or conserve the assets of any corpora- · 
tion shall be subject to the tax imposed in the same manner 
and to the same extent as a corporaticm. 

Statutory References 
See N.J.S.A. 54:lOA-4(h) as to official definition of "taxpayer." . 

. See N.J.S.A. 54:lOA-11 as to receivers an:d others subjectto the tax 
imposed by this Act. 

18:7-1.4 · Definition of corporation 
The term ''corporation" shall mean any corporation, joint-

stock company or associa.tion and any business conducted by 
a trustee or trustees wherein interest or ·ownership is evi:-
denced by a certificate of interest or ownership or similar 
written instrument and includes any corpor~tion created or · ·. 
organized under the laws of New Jersey and ~ny forejgn 

· corporation which is authorized to do business, or is dojng 
! 

18:7-1.6 

business, or employs or owns capital or property or main-
. tairis an office in New Jer§ey .in a corporate or organized 

capacity by virtue of creation· or organization under laws of 
the United States or any state, territory or possession there-

. of, the District of Columbia, or any foreign country, or any 
political subdivision of theforegoing, which .. provided a 
medium for the .conduct of business or the sharing of its 
gains. 

Statutory References 
\ ' ·; ' ' . 

See N,J.S,A. 54:10A-4(c) as to definition of •~corporation". . . . . 

18:7-1.5 Limited. partnership associations S!}hject tti the'·· 
Act . . 

·· Limited partnership . associations formed under N.J.S.A. 
42:3-1 are subject totax under the Act. No new Jimited 
partnership associations shall be formed in.New Jersey hi 
accordance with N.J.S.A. 42:l-l et seq. after September 21,. 
1988: 

Amended by R.1994 ci:.186, effective April 18, .1994 .. 
See: 26 N,J.R. 761(a}, 26 N.J.R. .1696(b). . 

Statutory Refere~ces 
N.J.S.A 54:10A-4(c). 

18:7.:...1.6 Subjectivity to tax; how created 
(a) Every corporation not expressly exempted is deemed .. 

to be subject.fo tax under the Act and is requiredto file a 
return and pay a tax thereunder provided· it. falls · within any 
one of the following: 

1. Existing under the laws of the State of.New Jersey; · 

2. · If a foreign corporation, 

. • i. llolding a general certificate of Authority to qo 
. business · in this State ·issued· by the Secretary of. State; 

or 

ii. >Holding· ll. certificate,. license or other authoriza0 • · 

tion issued by any. other State dep:;irtment or agency, 
authorizing the· company to engage in corporate activity 

· within this State; or· 

iil.. Doing business in this State; or 

iv .. • Employing or owning caphal in this State; or 

; v;. Employing browning property in this State; or 

vi. Maintainingapoffice in this State; 

Aniende~ by J.l.1996 d.518, effective November 4, 1996. 
See: F .~.J.R 3913(a), 28 N,J.R. 4795(a). 

. . . Statutory Refere11ces . . . 
See N.J.S.A. 54:lOA-2 as to what acts· constitute doing business in 

State of New Jersey for purposes of acquiring a taxable status. 

7-3 Supp. 11-4~96 
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.·. . . . . . · Case Notes . ! . . . < . . . · 
Nonresiclent corporation's cornniercial activhjes in state amounted to 

th~ ''soHdtation ,of orders". Pomco .Graphics; Irrc. v. Director, Div. of 
Taxation, 13 N.:J.Tax 578 (1993). ..· . . •·. i . ·. · .· · , .-.· · .•· . 

·. Failure. to permit allocationt~ f\iewJersey_cgrpoi'ation whjch owned · 
rental property in Connecticut but had no regular employees working · 
outside New Jersey held neither contrary to the! sche111e of the Business 
Tax Act, a burden on interstate commerce nor qoilble taxation. · S.M.Z. 
Corp. v, Director, Div. of Taxation, 5 N,J/[jilx 232. (Tax Ct.1982), · 
reversed and remanded 193 N.J.Super( 305, 4173 A.2d. 982 (App.Div. 
1984). . .. ··· .. •·· ·· .. ·· .. ··· ... ·· · · l .·· .. ·. ·. · · 

. Presence of ploperty in New Jersey, 111aint~na11ce of workplace in 
New Jersey employee's home, ·employee's encouragement Jo customers 
to pay due bills; handling of customer coni.plaihts . and adjustments by 
employee. and employee's supervisio11 . of c9rporation personnel exceed-
ed the mere solicitation ofo)"ders a11d ~ender~d .~ Pennsylvania corpora-. 
tion liable for payment of New Jersey corporatipn business tax .. Ring-
gold Coal Mining Co .. v. Taxation Div, Direct@r, 4 N,J:Tax 321 (Tax 

1 CU982). . . . . I · .. 
, .. ·· . . . . I . 
18:7,4. 7 Dom~sti~ corporation_s subject[to, t~x . . . 
. (a) The tax 1s unposed on every domestic corporat10n, 
with. specified exceptions, for the merd

1
. possession . of the 

privH1ege of having its corporate franchl,se
1
'. · · · • · 

(b) A domestic corporation not otherivise ·~xempUs sub-
ject to tax for everyfisc~I or calend~r a4ounting per!od, or 
part thereof, whether 1t . does . busmes&, owns · capital or 
property, maintains, an .office, or engages in any activity, 
whether within or without New Jersey. f . . .· · 

. . . I 

(c) A domestic corporntion issubject to tax even though 
it carries on its business entirely outside New}ersey. · •. . . i -. , • 

I 
I 

Statutory References · ·l . 
. See N.J.S.A. ~4:l0A-2 as to ·domestic corpor~tions subject to New 

Jersey annual franchise tax.· . ·· Ii '. · . 
• . . .. '· I . . 

. . Case Notes . I · 
Failure to permit allocation to New Jersey corpor~tion which owned 

rental property in.Connecticut but had no regular employees working 
outside New Jersey held neither contrary to the ~~heme of the Business 
Tax Act, a burden on interstate commerce nor dohble taxation. S.M.Z. 

. Corp. v. Director, Div. of Taxation, 5 )'J.J.Ta)f 232 (T/IX Ct1982), 
reversed and remanded 193 N.J.Super, 305, 473 A.2d 982 (App:Div, 
1984), I , r 
18:7-1$ Foreign corporations subject toitax · 

(a} Qualifications for subject corporations. The tax is 
imposed on every foreign 'corporation ~object th tax '· as 
described in N.J.A.C. 18:7-"L6, and includes,every corpora-. .·. . . . , . , . I 
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 busine,s in New Jersey. 

Example I '',' I 
A foreign manufacturing corporatioh has its factory 
outside New Jersey. 'Its only activity\ in New Jersey is 
the maintenance of an office within the State. · The 

· orders are forwardedto . its\ home dffice outside the 
State for · acceptance and· the merchkndise is shipped · 
frmn the factory direct to the purchasdrs. The corpora.-. 
tionis subject to the Tax Act becau~e it maintains an 
office witliin _the Siate. · · t 

Supp. 11-4-96 \ 7-4 ;I 
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Example 2 

A foreign corporation which operates several retail 
stores outside ~ew Jersey, leases an office in New 
Jersey for the 2onvenience of its buyers when they 
cometoNeW Jer&ey .. It has several employeesperma-
aently assigned tb suc.h office. Sales.men call at the 

, office to solicit_ orders from the buye;s,. and the mer-
chandise is shipp~d to. such office by the sellers. . Upon 
receipt the merchandise is examined, separated by them to the various stores. of. the corporation out~ide New 
Jersey. Th¢ corporation is subject to the 'Tax Act 
because it maintains an office, is regularly doing busi-
ness .· through its constituted .. representatives, and owns 
.propertyfaNew Jersey. 
Note: .·.1'he. foregoing. ex~mples illustrate conditions giv-
ing , rise to subjectivity . to. the tax without regard to 
whether or not the corporation holds a general or 
special ceitificate. of authority to do business in New 
Jersey, , ,, , 

.·Example 3 

Aforeign corporation has applied forand has received 
a certificate of authority ~o do business in New Jersey 
by the Seqetaty 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 nordoesit · 
· own or employ capital. here. . The corporation has 
sought and received the· privilege i;;f exercising jts cor-
porate franchise in New Jersey andis therefore subject 
to the tax and mustfile a returnand pay the minimum 
tax. 

(b) · Mandatory submission of affidavit; proof ofiauthori~ 
zation to do business. A 'foreigr1 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 
subjec;tivity under the Act held any .authorization to do 
business .. in New Jersey or carried onin this State any ofthe 
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. J696(b). 
Administrative correction; 
See: is N;J.R. 4509(a). . . . . . . 
Amended by R.1996 d.5181 effective .November 4, 1996; 
See: 27 N:J.R. 3913(a), 28N.J.R. 4795(a). 

~tatutory References 

. See N.J.S.A. · 54:lOA-2. as to foreign corporations subject. to. New 
Jersey annualfranchise tax. 

Ciise Notes 

Nonresident corpmatiori's commercial activities. in state amounted to 
the "solicitation of orders"; Pomco Graphics, Inc. v. Director, Div. of 
Taxation, J3 N.J.Tax 578 (1993)'., · 



. CORPORATION BUSINESS TAX ACT 

"Base · year" means the tax year immediately preceding 
the year in which a qualified investment was placed in 
service. 

"Cost of qualified equipment" means, and is determined 
according .to, the following criteria: 

1. With respect to self-constructed equ1pment, the 
term means the cost amount properly charged to the 
capital account for depreciation in accordance with the. 
Federal income tax law. This includes all charges in-
curred to produce a particular manufacturing piece of 
equipment. Costs include engineering designs, drafting, 
and other consultations required, as well as the physical 
construction costs associated with the finished product. 

2. With respect to purchased equipment, the term is 
determined to be the net cost or net monetary consider-
ation provided for acquisition of title and/or ownership of 
the subject property. 

3. With respect to equipment acquired by written 
lease, the term is the minimum amount required by the 
agreement to be paid over the term of the lease, provided 
that the minimum amount shall not include any amount 
required to be paid after the expiration of the useful life 
of the equipment. Property which a taxpayer leases, rents 
or licenses to another person is not qualified ,equipment. 

4. The cost of qualified equipment shall not include 
the value of equipment given in trade or exchange for the 
equipment purchased for business relocation or expan-
sion. 

"Credit allowable" means the credit available after apply-
ing limitations listed under (b )2i and ii below. 

"Credit available" means the credit earned plus any un-
used carryover from prior years. 

"Credit earned" means the manufacturing equipment por-
tion of the credit plus the employment investment portion of 
the credit in a given tax year. 

"Employee equivalents" means the aggregate hours of 
qualified part-time employees who worked for the taxpayer 
for at least 20 hours per week for at least six months. This 
amount is used to determine the total number of full-time 
employees and equivalents necessary when calculating the 
employment investment portion of the credit. The employ-
ees must be New Jersey residents domiciled in this State 
who are working at locations in New Jersey. 

"Measurement year" means the tax year immediately 
following the1 year in which a qualified investment was 
placed in service. 

"Placed in service," with respect to qualified equipment, 
means and occurs in the earlier of the following tax years: 

7-23 
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1. The tax year in which, under the taxpayer's depreci-
ation practice, the period for depreciation with respect to 
such property begins; or 

2. The taxable year in which the property is placed in 
a condition or state of readiness and availability for a 
specifically assigned function. 

"Qualified equipment" means machinery, apparatus or 
equipment acquired by purchase for use or consumption by 
the taxpayer directly and primarily in the production of 
tangible personal property by manufacturing, processing, 
assembling or refining, as defined pursuant to N.J.S.A. 
54:32B-8.13a, having a useful life of four or more years, 
placed in service in this State. Qualified equipment does 
not include tangible personal propeity which the taxpayer 
contracts or agrees to lease or rent to another person or 
licenses another person to use. Lease renewals, subleases, 
or assignments shall not be considered as qualified equip-
ment. See N.J.A.C. 18:24-4.2. 

"Useful life" used to distinguish three-year property from 
all other property, is determined in accordance with section 
168 of the Federal Internal Revenue Code. 
\ 

(b) A corporate taxpayer that acquires qualified manufac-
turing equipment either by purchase or lease and/or has an 
increase in New Jersey employees due to the equipment 
investment is entitled to a corporation business tax credit. 

1. The credit earned is subject to the following limita-
tions: 

i. The manufacturing equipment portion is limited 
to two percent of the cost of qualified equipment 
placed in service up to a maximum credit for the tax 
year of $1,000,000. 

ii. The employment investment portion is limited to 
three percent of the cost of qualified equipment, not to 
exceed a maximum allowed amount of $1,000 multi-
plied by the increase in the average number of qualified 
employees and/or employee equivalents. It is valid for 
each of the. two tax years next succeeding the tax year 
for which the manufacturing equipment portion is al-
lowed. 

2. The two portions combined plus any carryover (the 
credit available as defined herein) is also subject to the 
following limitations: 

i. The amount of the tax credit shall not reduce the 
tax liability below 50 percent of the tax liability other-
wise due for any tax year or below the statutory mini-
mum tax provided at N.J.S.A. 54:10A-5(e). 

ii. See N.J.A.C. 18:7-3.20. 

Supp. 4-6-98 



18:7-3.21 
I 

( c) If the total credit earned in the cutrent or prior years 
is unused due to the limitations contai~ed in (b )2i and ii 
above, the unused portion may be carried over to the seven 
tax years succeeding the year in which thd credit was earned. 

I 

( d) The credit assigned to property that has been dis-
posed of, or which ceases to be qualified bquipment prior to 
the end of its categorized useful life, should be redeter-
mined using the ratios specified below: 1 

I. 
THREE-YEAR PROPERTY 

Number of months qualified use 
36 

ALL OTHER PROPERTY 
Number of1months qualified use 

I 60 

( e) Property subject to lease agreements shall have a 
minimum term of four years with a maximum not to exceed 
20 years to be considered qualified equipment. 

(f) The following example illustrates 
the credit: 

Example: 1993 1994 
Cost of qualified equipment 

placed in service None $3,000,000 
Average employees and/or 

employee equivalents 125 140 

I 
! 

the application of 

1995 1996 

$5,Q00,000 $1,000,000 

150 160 

1994: XYZ Corporation places qualified manufacturing 
equipment in service in New Jersey durin~ 1994. The cost 
of the manufacturing equipment, excluding shipping and 
installation, is $3,000,000. The taxpayer reteives a recycling 
equipment tax credit of $10,000 and its corporate tax liabili-
ty is $400,000. The manufacturing equipment portion of 
the credit is $60,000 ($3,000,000 cost x two percent, not to 
exceed $1,000,000), and· the employment i~vestment portion 
is unavailable until the two years followihg placement of 
equipment in service. Therefore, the credit is the lesser of 
$60,000 or $190,000 (50 percent of the tax liability less the 
recycling equipment credit). In this case the allowable 
credit for XYZ Corporation is $60,000, the 1

11esser ofthe two 
amounts. I 

1995: XYZ Corporation places additional qualified 
equipment in service during 1995, whic~ was acquired 
through a lease agreement. The lease agr~ement required 
$5,000,000 to\ be paid over the term of the lease. The 
taxpayer is not eligible for any other tax\ credits, and its 
corporate tax liability is $220,000. Th~ manufacturing 
equipment portion of the credit is $100,000 ($5,000,000 total 
lease cost x two percent, not to exceed $1,000,000). The 
employment investment portion is $25,ooq (150 measure-
ment year average - 125 base year average = average 
increase of 25 x $1,000, not to exceed threp percent of the 
cost of qualified equipment placed in servic~ in New Jersey 
in 1994). Therefore, the credit is the lesser of $125,000 
($100,000 + $25,000) or $110,000 (50 per'cent of the tax 

I 
liability). In this case the allowable credit fpr XYZ Corpo-
ratio.n is $110,000, the lesser of the two :amounts.. The 
difference between the total of the two 11crepit portions 
($125,000) and the credit allowable ($110,0100), or $15,000 
may be carried over for a maximum of seven !years. 

I 

Supp. 4-6-98 
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1996: · Qualified equipment is placed in service during 
1996 at a cost of $1,000,000. The taxpayer is not eligible for 
any other tax credits, and its corporate tax liability is 
$350,000. The manufacturing equipment portion of the 
credit is $20,000 ($1,000,000 total lease cost x two percent, 
not to exceed $1,000,000). The employment 'investment 
portion is $45,000, based. on calculations for the 11994 and 
1995 investments (150 measurement year average - 125 
base year average = average increase of 25 x $1,000 or 
$25,000 for the 1994 investment ANO, .. J60 measurement 
year average - 140 base year average = average increase 
of 20 x $1,000 or $20,000 for the 1995 investment). There-
fore, the credit is the lesser of $80,000 ($20,000 + $45,000 
+ $15,000 carryover from 1995) or $175,000 (~0 percent of 
the tax liability). In this case the allowable credit for XYZ 
Corporation is $80,000, the lesser of the two amounts. 

New Rule, R.1995 d.460, effective 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 taxpayei:s are allowed a credit against the 
portion of the corporation business tax that is attributable 
to, and the direct consequence of, the taxpayer's qualified 
investment in a new or expanded business facility in this 
State which results in the creation ofnew jobs. 

l. Fot a small business taxpayer, as defined in 
N.J.S.A. 54:lOA-5.5, at least five new jobs must be creat-
ed. For any other taxpayer, at least 50 new jobs must be 
created. The median annual compensation for the new · 
jobs must be at least $27,000, adjusted for inflation begin-
ning January 1, 1994 as provided in N.J.S.A. 54:10A-5.6e. 
Notice of the adjustment shall be published in the New 
Jersey Register. The employer should rapk the new 
employees by annual compensation. If the middle em-
ployee has compensation less than $27,000, the lowest. 
ranking jobs should be deleted from the list until the 
median of the remaining list is at least $27,000. (If there 
are an even number on the list, the top half must be 
greater than $27,000.) The number of employees on this 
revised list is the number of new jobs created for purposes 
of this credit. 

(b) The amount of the credit shall be determined by 
multiplying the amount of the tqXpayer's qualified invest-
ment, as defined in N.J.S.A. 54:lOA-5.8, in property pur-
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 under N.J.S.A. 54:lOA-5.9. 
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1. The amount of the credit shall be taken over a five 
year period, at the rate of one-fifth 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 
State. 
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( c) The aggregate annual credit allowed for a tax year 
shall be an amount equal to the sum of one-fifth of the 
allowable credit for qualified investment placed into service 
or use during a priorUtx year, plusbne-fifth ofthe allowable 
credit for qualified investment placed into' service or use 
during the currenttaxyear. · · · · 

1. The amount of the credit shall not reduce the tax 
liability by, more than 50 percent of that portion of th~ 
taxpayer's tax liability otherwise due for .=tll tax years 
which is attributable i:o and the direct result , of th.e 
taxpayer's qualified investment. 

2. The amount of the. tax credit shall not· reduce the 
tax liability below the statutory minimumtax provided at 
N,J.S.A. 54:10A-5;7b. .., . . 

3. If the credit exceeds the limitations in(c)through 
( c )2 above, . the amount of credit remaining .· shall be 
refunded t.o the taxpayer. The amount refunded to the 
taxpayer shall riot exceed 50 percent of the sum of the 
amount of property tax:es timely· paid in the taxable Year 
pursuant to N.J:S.A. 54:4-1 et seq. and the at)J.ount of 
implicit property .taxes paid through rent or lease pay-
ments in respect of property taxable pursuantto N.J:S.A 
54:4-1 et seq., and for which taxes another IJllrty that is 
notarelated person is liable, which is attributable to and 
the direct result of . the taxpayer's qualified . investment; 
Any excess amount may not be carried.forward; 

( d) The credit shall only. be applied against corporation 
business tax liability attributable to, and, the direct result of, 
the taxpayer's qualified investment , 

1. If the taxpayer's liability for corporation .business 
tax, local · property tax, and implicit property tax paid 

- through rental or lease on property subject to local tax 
and for which taxes another party that is not a related 
person is liable, are not solely attributable to the taxpay~ 
er's qualified investment, then the amount. of such taxes 
so attributable may be determined . by multiplying the 
amount oftax due under those tax acts for the tax year by 
the ratio of compensation paid during the taxable year to 
all employees ofthe taxpayer employed in New Jersey 
whose positions are .. directly attributable to the qualified 
investment, to total compensation paid during the taxable 
year to all employees· of the taxpayer employed·· in. New 
Jersey. 

. ' ' ! 

2. Any· credits _allowable under N.J:S.A. 54:lOA-5.3 · 
(recycling tax credit), N.J.S.A. 52:27H-'-78 (urban enter~ 
prise zo:µe credit), and N.J.S.A 55:19-13 (urban develop-
ment corporation credit) shall be applied against and 
reduce only the amount of corporation. business tax not 
apportioned· to the qualified investment . under this act. 
Any excess of those credits may be applied against the 
amount of corporation business tax apportioned to the 
qualified investment under this act that is not_offse(by 

. the amount of annual credit· against the tax allowed u:p;der 
the act for the tax year, unless their application is otl).er-
wise prohibited by the applicable credit statutes: ' 

18:7-3.22 

(e} The unused portion of the credit shall b~ forfeited if 
the property is disposed of prior to the end of its recovery 
period, or ceases to be used in a new or expanded business 
facility, except where the cessation is )due to fire, flood, . 

. storm or . other casualty, pursuanf to the I provisions of 
N.J.S:A 54:l0A-5.l0 and 5:11. Except wherithe cessation 
is due to fire, flood, storm or other casualty, the taxpayer 
shall·· redetermine the amount of credit· allowed in earlier 
years· pursuant. to ·. the calculation · un1der N.J.S.A. 
54:l0A-5.lOb. The taxpayer shall then file a reconciliation 
statement with its annual corporation business tax return for 
the year in which the forfeiture occurs, arid pay any addi-
tiqnal taxes owed due to the reduction of the amount of 
credit allowable. for such earlier years,. together with .. any 

· pe:p;a1ty and interest for failure to pay any such tax as 
provided in the State T~ Uniform Procedure Law .. 

. . . 

·. L · Ifthe average nurrib~r of employees attributable to 
the qualified investment falls below the minimum number 
of new jobs create,d upon which the taxpayer's annual 
credit was based; the credit shall be redetermined and the ·• 
excess forfeited for the currep.t tax yeas and for each. 
succeeding year pursuant to the calculations required 
under N.J.S.A. 54:lOA-5.lOc. 

(f) N.J.S.A., 54:lOA...:5.13 requires the taxpayer to -make 
written application to the Director .of the Division.of Taxa- · 
tion for allowance of the credit. No prior approval will be· 
required\f the return and Form 304 claiming the credit are 
filed . on or before the original .due date· of the return; 
However, tht return will be reviewed upon filing, and the 
Division 'NiH notify thet;ixpayerif the credit. is disallowed. 
If. thetaxpayer applies for .an extension Jo file Form 

l .· , - . . . . . . . ,. · . 
. CBT-.100 or CBT-J00S, a Jetter application from the tax-
payer requesting allowance of the credit nmst accompany 
the request· for extension, For111 CBT-200T. The record~ 

keeping requirements of N.J.S.A. 54:l0A-5.12 for qualified 
property must be followed. 
11· - · 

EXAMPLE 

New Jersey Investment Tax Credit Calculation 
' . 

Corporation ABC in 1994 purchases· and installs the 
following at locationD in,New Jersey: ' 

1. A ne~ly .constructed building for $1,000,000; .· 

2. Equipment with three year life f;r $100,ooo; 

3. Equipment with five year lifefor $:Z00,000; a:nd 

4. · An airplane for $100,000. 

At location E in New Jer~ey, the corporation makes 
repairs on existing facilities for $250,000. · · 

I 

•.·• At location Fin New Jersey, the corporation purchases a 
· buildirtg, owned and used by an .unrelated party, for 

$500,000. . 
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All locations are in New Jersey. None\ of the locations 
are in an urban enterprise zone. i 

ABC in 1993 lrnd 50 employees, all at! location E, with 
annual payroll of $2,000,000 and grbss receipts of 

. . • . . I . • 

$5,000,000. In 1994 ABC employs 120_ peo]ile, 50 at location · 
E, 65 at location D, andfive at location F; all with income 
above $30,000, and has gross receipts ofl $10,000,000 and. 
payroll of $5,000,000. The 65 employees a:t location D are 
.all newly· hired New Jersey residents with!·tota.l compensa-
tio_n of $3,000,000. The corporation business tax liability for 

• , . . . • . • I 

ABC in 1994 is $10,000. I • 
ABC should compute its 1994 I¾ew Jers¢y investment tax 

cre_dit this way: (Line reference numbers ~re. to Form 304_ 
(1-95) New Jobs 'Investment Tax Credit.) : 

First, calculate the allowable investment t)ase as follows: .--. . . ! 
Qualified investment: · 
line 4(a) with three year 

I 

I 
0.35. X $ 100,~0Q = $ 35,000 
0.10 x 200,poo = 140,obo 

! 

. life. . . . 
line 4(b) with five year life 
line 4( c) with seven year or 

more life LOO _x 1,000,000 = 1,000,000 
line 5 Sum of lines 4(a), ! 

· 4(b), and 4(c) · $1,175,000 
The investment base is $1,175,000. 

· (The airplane purchase · does . not qualify;: the repairs at 
· location E do not qualify; .and the purchase of existing 

. • I • . • • 

property at location F, does not qualify] See N.J.S.A. . . . . ., I· 
54:10A~5.5 and N.J.A.C. 18:7-3.22(b).) I 

Second, calculate the number of eligibie 'new jobs created 
---· . I . 

as follows in order to arrive at the new jobs (actor: 

. line• 6(a) Average Ne_w Jersey employmen~ .for 
this tax year · • i 120 .. \ 

· line 6(1:>) Average New Jersey employment for 
· lasttax year · 50 
lirie 6(c)Subtract line 6(b) from Hne 6(a) • · 70 
line 6(d}Divide line 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) i 60 
line 7(a) Divide lirie 6(t) by 50 with no rema~rider i 
line 7(b) Multiply line 7(a) by .005 . ' .005 

. line 7(c) Enter the smaller of .10 or line 1(b)\ •. 005 
. i . 

(The number of eligible jobs is limited to 6~, one-half total 
employment. ABC is, with $10,000,000 in gross receipts, . 
not a small taxpayer in 1994;) 1 . . . I 

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 yJars · 0 
line 10 Aggregate Annual Credit: 

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

. DEPT. OF TREASURY-TAXATION 

Fourth,; calculate tax attributable to new investment which 
· is eligible to be offset by the credit (which js proportional to 

compeil~atimfof new employees relative io all employees). 

. line 11 Compe~sation of all new jobs in New . 
Jers"1y attributable to the qualified invest-
ment · $3,000,000 

·. line 12Total compensation of all employees in 
. New Jersey . . . . $5,000,000 

line l3 Divide line 11 by'line 12 .60 
line 14 Enter tax liability from front page of 

CBT~ . 
line 15 Multiply line 13 by line 11 CBT-100 
~1 ~00 

Fifth, arrive at the allowable credit: 

line 16 Multiply line 15 J:>y 50 percent . 
line 17 Enter the smaller of line 10 or line 16 

New Rule, R.1995 d.461, effective Augusr21, 1995 .. 
See: 27 N.J:R. 840(a), 27 N.J.R. 3209(a). 
Administqttive correction. 
See: 27 N.J.R. 4908(a) .. 
Public Notice: Inflation adjustments. 
See: 27 N.J.R. 4921(a). 
Public Notice: Inflatiori adjustments. 
See: 29 N;,T.R. 708(a). · 
Inflation adjustments. 
See: 30 N.J.R .1330(c) .. 

18:7-3.23 Research credit 

$3,000 
1,175 

(a) A taxpayer shall be allowed a credit against its corpo~ 
ration _business tax liability in amount equal to 10 percent .. 
of the excess of th~ qualified research expenses .for the fiscal 
or. calendar accounting year over the base amount, and 10 
peicent of the basic r~search payments determined in accor-
dance with IRC Section 41 as in effect on June 30, 1992, 
provided that IRC Section 41(h) relatiQg to termination of 
the availability of the credit in 1995 shall not apply. · · 

(b) For purposes of this section, the term "qualified 
res·earch 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. fa-house-research expenses; and 

2. Contract research expenses. 

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

1. Any w~ges 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 right to use . 
computers in the conduct of qualified research. 
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