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CORPORATION BUSINESS -TAX ACT 

Example: 

Taxpayer, a manufacturer located outside of New Jersey, 
transports goods by a contllion carrier to a New Jersey 
facility where the customer _- take.s possession of the goods. 
Since the common carrier is deemed to be an agent ofthe 
taxpayer, the common carrier's transportation of the .. gooq.s 

. into the possession of the customer -in New Jersey results in 
receipts allocable to New Jersey. · · ' 

-- -

iv. The sale of goods shipped from•outside_ofNew 
Jersey to a New Jersey location where the goods are · 
picked up bya common carrier and transported to a 
customer outside. of New Jersey results in receipts 
which are not allocable to New Jersey. 

Example: 

Taxpayer,-. a non-New Jersey manufacturer, transports 
goods from outside of New Jersey to a New Jersey location 
by either a common carrier or a private transporter. The 
goods are picked up in New Jersey by a common carrier and 
transported further to .a customer outside, of New Jersey. 
Since the common carrier is deemed an agent of the seller ·-
regardless of theF'.O.R point,-the shipment by the common 
carrier from a point in New Jersey toa point outside of New 
Jersey results in receipts not allocable. to New Jersey, 

2. Services performedin New .Jersey; 

3. Rentals from property situated in New Jersey; 

4. Royalties from the_ use in NewJetsey of patents ot 

Amended by R.1989 d.311; i;ffective June 19, 1989. 
Ser 21N;J.R 438(b), 21 N.J.R 1744(c) .. 

Exceptions toreceipts iill.ocable to New Jersey added at (a)li-iv, with 
examples. 

Statutory References 

See N;J.S.A. 54:10A-6(B) as Jo. factors. includible in computing 
receipts fraction. · 

18:7-8:9 Receipts from sales ofcapital assets; when 
includible · 

(a) The gross receipts from sales of capital assets (prop-
erty not held by the taxpayer for sale to customers in the 
regular course· of busjn~ss)-•·either within or without New 
Jersey should not be included in either the numerator or 
denominator of· the receipts ·• fraction. The net gains_· fro:m 
such sales which are .included in entire net income are the 
amounts which are. properlyto be included in tp.e computa-
tion of the receipts fraction. For the purposes of · the _ 
numer~tor in th~ co:mputation of the receipts fraction, a net 
loss should not offset a net gain. · 

Property #1 
Property #2 
Property #3 

ILLUSTRATION 
FACTS 

Selling Price 

$1,000 
2,000 
3,000 

. $ 600 
2,200 
2,900 

- $2QO 

$200 
copyrights; · · · 

Amount of gain. appearing on Schedule A 

$400 

_J.QQ__ 
$500 

..Llllill 
__ · $300 

5. All · other business receipts earned in New Jersey. 
See example inN.J.A.C. 18:7-8.7(c). ·· 

Amended by R,1985 cj.43, effective February 19, 1985. 
See: 16 N.J.R. 3420(b), _17. N.J.R. 477{ a), 

Substantially amended, · 

New Jersey State Ubrary 

7-51 

. ' . 

The-$30nnet gain·is includable in thede~ominator of the 
receipts fraction in aH cases: The computation to arriveat 
the amount to be included in the nmnerator is given in the · 
following exa:mples: · 

Supp. l0-5-98 



18:7--8.9 .. · .· 

·; 

.. ' 
! 
.'. 

i 

. I ,·, 

DEPT •. OF TREASUJ,U~--TAXATION .. 

·.: Exampi~ I:.· .. · .. 
(. 

· .... · •. ·. At the,time of sa1~'. Property #l was located withiri New Jersey whereas· 
Property #2 and #3 rere located outside New. Jersey.'. , .· . • . ·. 

O.•·,,. 
. ~\_ 

· .. Am.aunt of N.J.:Gains $400 · = 8()% x $300 (net. gain)= $240 
Total Gains L . . · $500. .· . .. . . . . . . 

· ... ·· .. · ... The/amouri~ of $fiq is to be included in thc:;. n.urneratol'of the receipts 
.. fraction. . . . • .. · . . . ... · . .. . . . .·· . . . . 

Exan1ple 2: 

At the tim~ of saie. ~roperty #I an~ #3 we(~~ l,ocated outside New . 
· · Jerse)·, ~hereas Ptop~ri}· #2 w~s localed within NewJ¢rsey. 

Amt'>Unt of Nf !Gains · -0- ;,, .. 0% x $300 (n~t gain) = -0-
• ToJal Gains. ' . . . .. $500 . . . . .• .· .. ·. . . . .• . . . . , 
· There •is nothing ~ttribu,fable to this tra11saction which• will ,affect. the 

. numeratororthe•re~eipts rraction.. ·· 

Exarytple 3: 

At the time C>f sal~; Property# I-and#~ were IOcined ~ithin New)ersey, 
; .· ... · . .. , .. ·.: ! _,. .,; . > ..•. ·. ',. . . . . .... ·. 

whereas Property #2 was located outside New. Jersey. .. . .· · · , · . 
. Amount of N.L bains .. $500; -- = lOO.% ;($JOO (neLgain) = $300 · .. 
Total Gain~ . . . . $500. . . . . . . 

·.·.. . .... ·. . . ... . . .··I·: ·.'· ·.: .. ' 
(b) Where the taxpayer's business is the bt;.ying antl sell-

ing' of real estate' or the buying or selling of securities for; 
' ' . . . . . - . A , i· • 

18:7--8.10 Receipts; · compensation for services ,. 

.· ; ·· 

trading purposes, these assets. are. not deemed to be capital, 
· assets and the gross receipts from the sales thereof are. 
. included in the i;arne )nanner. as other inclu~able. receipts. . . . . . . . . . : . ' . . 

.. · .Amended by R.1985 d.43, effectiveFebruai:y 19, 1985. ·! 
See; 16.N.J,R. 3420(b), 17 NJ.R. 477(a). . · , 1 
. (a). substantially aniended and• examples added'. : 

. I 

(a) The numerator of the receipts. fraction cievelopei:l in 
accordance with. this section includes rec;eipts from services, 

· .. ·not ·otherwise apportioned· under this .secµon if the. service is .. 
performed ~thin this State. If the service is performed 
both .within and outside thisSta:te, the l)umerator of the .. 
receipts fraction includes receipts from services based upon 
.the cost of,perform~~ or amount oftlme. spent in the.·· 
perlorman<ie of such services or by some other reasonable · 

.. triethod whidh should reflect the trade or business practice · -c 
an,d ~onolliic re.alities 1,mderlying the generatioi;i of, t.he . 
,compensation for serv:i,ces. Cost of performance is defined . Statot!)ry R~n.ces · 

·. . s; NJ .SA. 54:lOA--<!(13) as to. ~hat tangible pmperty· shal1 :· 
be includible when computing t~ayer's receipts fractiqn, . . . •· . : . 

. . . . . ... , . 1-., .. 
',I . 

... i.;) 
Case Notes · ! 

. J 

Rule hel<t to impose restriction not warranted by stat~te; cinl~ net 
. gain ft6ID, sales of ~gible personal·. property includable hr receipts . 
ftai;tion' of the business allocation: formula of the Corphration Busmess . 

. . Tax Act; . income derived from the sale or redemptiqn o(~ort-term 
obligations and the ip.tei-est increment realized upon I the sale or rec-

, · .. demption of. such obligations isstied at. a diSCO\Ult were includabie. in. 
. i receipts fractiqµ of the business allocation form,ula. . iAmerican Tele- · 
. phone.&, Telegraph Co.: v. Director, Div. of Taxation,[ 4 N.J. Tax 638 

(Tax (,:t,1~82), .~e~. 194 ~.JSuper. 168, 476 A2q 800 (App.Div. 
1984), ctirtific;ation derued 97 :rtJ. 627, 483A2d157 (19,84). . . . . - . . . I . . 

.-1· 

, .. 

as· all direct costs ipcurred •in the ~rformance of· the service,· 
. including direct cqs~ of subcontractors. · .· · · . · · · · •. ·· ·.· .· ·. · 

. 1. All ainouilts, received by the taxpayer in payment for 
such. services are allocable, regardless of whether such .· 
services were petfotmed by elllployees .or agents 9f the · · .· 
t~ayer, by subcontractors, or by i.ri)y'.c:,ther persons and 
regardless · of whether the receipt is accounted for as an 
item of incoJDe or !i red~ctimi in expense. ·.• . . . . · .... 
· .. 2. It is immaterial where th6 ~aunts were .payable or 
where they actually :were received. . · . 

· · · ·&ample l: Taxpayer derives ~dvertisu'.ig rev~nue~ in the 
coqrse ofbroadcasting television or rad,io progranis; It se~ · 

.. . ·itsadvertising rates based upon the listening audience it has 
· . succeeded iri reaching. . The appropriate metliod of assign- · 

ing the portion of its advertising revenues attributable to .. 
services perfon:ned in New Jersey_ is based. upon the ptopor- ·• . 
:-tion of its listening audience in New Jersey. •. · ·· · · · 

• .• . ~upp: ·10~5798 .· . • 7-52 

. \.· .. 
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CORPORATION BUSINESS TAX ACT. 18:7--8.10 · . 
. . . . . -· . ' . . . . . 

· &ample 2: . Taxpayer earns in90me from the sitle. ~f long 
distance telephone communications · service. It bills · the 

· originators of folig distance· telephone calls directly and for 
all . calls placed by them. · Th~ appropriate . method. of. allo- ... 

ing addres~ will. serve to locate these activities. ·For 
• purposes of this example, .the internet seivice provider has 

· physi~ presence through a home office located in New 

. eating its long distance toll ·reve:o.ues attributable to•services. 
performed in New Jersey is based upon billings _for calls 
originating in New Jersey. · 1 · 

(b) Commissions re~eived bythe taxpayer are allocable to 
. New ;Jersey if the· services for w4ich·the commissions were 
paid' were performed. in Ne\V Jersey. If the taxpayer's 
services for which comm.issi<;ins were paid we.re performed ' · ·· 

· · for the taxpayer by salesmen attached to or working out of a 
New Jersey office of the taxpayer; the.taxpayer's services will 
be deemed to have been performed in New Jersey; 

. Example 
. . . . 

The taxpayer is a New Jersey sales .agent of a Pennsyl-
vania mamifactu:rer and receives in .New Jersey an 
order _from a New York customer. The order is for-
warded to the mati.ufacturer which accepts it and fills it 
by shipment direct to the customer ... The taxpayet's 
commission is allocable to New Jersey, · 

. . ·, ., ·.' _;. .·. ·. . ,) . ' ... 
(c) Certain Service fees from ~ansactions'having contact 

with this state are allocab,le to· New Jersey base9 upon the 
. following: . · . . . . 

., , , . .. . : .. 

L Twenty-five percent of such fees are allocated to the ' 
state of origination, · . . . · · '· · 

. 2. • Fifty. percerit of such. f¢es are allocated ·to. the·. state 
. in whi~h the. service is ·perforined.. .. . . 

3. Twenty-five pe;cent ~f such fees are allocable to .the 
state in which the transaction terminates. . . . . . . . . 

Example 1: A taxpayer issu~s credit cards to its cus~ . 
tamers allowing _funds to be obtained through the use of .. 
authorize~; machines. located within. New Jersey: A ·cus- . 
tomer originates a transaction at a New Jersey location; · 
and the taxpayer's computer, Jocated 6utside this State, 
performs a c;redit check. Funds ( or a batik draft)1 are 
received by the customer at th_e point of origin iii New 
Jersey'. Where. the. transaction terminates. . Taxpayer' Ill.USt. 
allocate 50 percent of the service fee income 'eanied from 

.. this trai;J.saction to New Jersey based upon the points of 
: .· origination and terminatiori. For purposes of this exam- • 

ple the issuer.of credit.cards has nexus with New Jersey 
through physical,presence in New Jersey. . · 

Jersey: . . .• ,·. . . 
.. . . . 

.·. · 4. Certain lump sum. payments for services performed · 
within and without New .Jersey must be ·apportioned in 
the following manner in ordet to result in a fair and 

. reasonable .receipts fractio.µ. . •· . ;.( ' 

L Securities and commodities brokers executing or~ 
· . ders on an exchange are to . allocate commissions de-

rived from the execution of purchases or sales orders 
'fpr the acCQunts·of~ustome:rs fo New Jersey as follows: 

· · · (i) . so per~ent of conunissions on orciers origmat~ · 
. ing at any New Jersey place .of business; . plus . 

. : ·. . '." •' . 

. (2) 20 percent of colllriili!sions on orders exect:ited 
.· on any exchangelocated in New J~rsey,. · 

... ii. Transportation. ~evenues of ari airline are from 
. services performed in New Jersey based on the ratio of . 

departures from New iersey to total departures. De- : · 
partures may. be weighted as to ccist · and valU;e of · 
. aircraft by type where wdghting .would give a more fair 

.·. arid reasonable business allocation'factor. ·.· 

, iii. Inland freight. revenues. must ~e segregated irlto .. · . 
.· two components: The numerator of the teceiptli frac-

tion attributable to receipts from services performed 
. within New Jersey-is the sum of:, . 

. . . . ' . . . 

. .. (1) A portion of such freight attributable to1orig 
distance hauling· is calculated based: u,pon the propor-

. . tion of the taxpay1::r's costs of long distati.ce hauling to 
· the sum· of the . costs of loi:ig distance hauling, • termi-. 

nal operations ancf local pickup and deiivery during 
. tlte period ·covered by tlie retu~ and included in the , .. · · · 
· receipts frac#on based upo:q the proportion of reve~ · 

ttlle miles 'in New Jersey to revenue miles every~ .. · . 
where; plus · · · · 

. . . 

(2) The balance of freight revenues are · m the 
· numerator_ of the· receipts · fraction based on the 
proportion of total ievemies:from goods consigned to 

. . p<;>ints .· within .· New . Jersey to total freight revenues. 
.. .,· . ' .. 

. (3) ·The computati~n of th~ receipts fraction must.·: 
· • . accompany the return. · . . 

Example 2: . Taxpayef earns income by providing on~ · . ·. . Illustration 
line ' internet access to customers located .within . New · · Local pickup . and delivery. costs ' arid 
Jersey and outside New Jersey. Taxpayer's physical operation cost~ . 

· equipment allowing s.uch access is located outside N¢w Long distance hauling costs 
Jersey. Taxpayer must allocate 50 percent of its revenue · .· Total . 
froni internet access charges to New Jersey based upon Revenue miles in New-Jersey · 
the origination and terminatio:o. of such access frompoints· Total revenue miles •· • . ·. . • . 
within. New Jersey. ,Absent specific identification of Cons1gnments to points in New Jersey 
points of origination and termination,, the custo1ttet'.s bill- . Tot,l freight revenues · . 

7-53 

terminal• 
$. 525;000. 

225;000·· 
750,000 
·100;000 
· 500,000· 
450,000 

· .. $1,000,000 

· Supp, 10-5-98 
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$J;000,000 X 225,000 X . 100,000 ii= $ 60,Qorj 
750,000 500,000 _ i. 

. I·, 

' '$1,000,000 X 525,000 X . 450;000 0 ~= :$315,00(( 
. 750000 1000000 . . . i 

• lleceipts from s:rvices perlo~ed $375,00cf 
. ·· within NewJersey ... · . . .• .. · .·. . . 

.·. . Ass1,1ming no other: receipts ente~ into tpe coniputation, the 
receipts _ < ' < . · . · .· · -. / • · ! , ·_ .· . 
-fraction is $ 375,000 if>r 3750()0. · · · 

1,.000,000 ... ·. 
.. 1::1· 
I. 

-~- . . (d) If a .taxpayer receives a lump siun -in [payin~nt for 
· · sem.ces and_ also ,for m~ter,ial~ or ()ther prop1~; the s11m 

recewed must be apport!oned on a: reasonable ljias1s ... · · ... · · .. . . ·.·,,-., . . ... ·. ··- . 

t:, 11,lat part ·apportiqned to services. pe~oi:med,-is. in~ _·. 
clu9ible in receipts from.services; ~d .. · · -, _ .. · . . . . 

. . .- .· . .,_.. ·,· . ·•. -·· .. 

·• . 2. 1:'hat part ~pportioned to materials or o~et property 
is .iticludible,in receipts froin sales;. · . . ·. -•· · · [ C · -•• .· -. · · 

·, 

3. · Full details must· b'e submitted with, the taxpayer'~. . 
return. · · -- i -• 

. . • ( e) Receipts arising Jro111_ the sale of manageim:nt; ~dnrin~ 
· · .. istratiori or· distribution services . to a n:gulatetl investment 
· company shall_ be allocated. to New Jersey to th,e extent th~t 
shareholders of the regulated il_lvestment company are dom-. . . .• . . . . . . f.. ... • . 
iciled · in New 1eI$ey. in accordance whh -· th;e procedure 
prescribed in. this· subsection,· . · · · ! · · 

,'•,• · .. ·,_ ··, .·. . ·. ·,• . . ; ··-,! _:... . ·. 
'· -.1: The portion -of receipts. deemed to· arise ,from services ·· 
performed,· within New Jersey ' shidl be 'd~termhied by 
multiplying the total ofsuch receipts frpm th~ saie of s~ch 
services ·by a ·fractiori.·. The, numerator· of.·tlie fraction is 
. the average . of. the sqm. · of the b~gfuning· of the y~ar and , _, 

. . . the end· of year balance ·of shares owned by the regulated ·-• 
. . . ip:vestnieni company shareholders 'domiciled I iji New 'Jer, _ 

sey ·_ for the.· -regulated inyestinent company's· ttaxable · year · :·. 
. for, Federal iqcome t~ JJUfPO!:leS whic~ en~~ witlrin the .. 

' taxable year of the taxpayer. Toe qenomJ.P:ator of the . 
fracti9:n.Js the ayerage pfthe :sum 'of the· begwning of the 

·. year anq end- 9f year balance of shares owned by the 
regulated° irivestmenf company. shareholders. I. A 'separ~te .. 
computation is made to determine the allo¢ation .of re-

. -· ii. "Distribritioti servi~s'' •. IDeans the ~ervfoes of aq- . 
,vertising,· servicing investor accciunts,(indudirig rede:rp.p- . 
tion~), marketing sb,ares· ot:selling sh.ares Of a regulaied 
ip:v~stment company, but, in the case. of advertising, 

. servicinginvestor acctju11ts (including redemptions) or . 
· ·-· . maiketirtg shares; only where such service is performed 

by a person wlio is .(or was in the case of. a .closed end 
. . com,pany) al!:!O engaged iri. the servi~ of seUing such 

: shares: ; In ·the· case of an open end company,' such 
._· service of selling shares m..ust be.'perfonned pursuant to• 

a conti:-act entered into pursuant to section 15(b) of the 
F~deral:InvestinentCompany_Act of 1940, ··as amended. 

. . ·.. : ' ' \ \ . . . . 

. iii. "I)omicile" shalJ liave the. meaning ascribedto h 
lJllder N":fs.A., 5.4A:l ::2m in- Qie citse of an individ~a1 -• 

-• and under N.J.S.A. -54A:1-20 iri the case of an estate or -· 
. trust_ and.in_•the· case of a· qusinessen~ity.where ·the 
· actual seat of management or control is located 'in the 
_·State;.· provided, ho'1Vev'er, ''domicile'.'. shall ,be· pre~ 

-. sumed to be the share~older's, mailing addre~s on the . 
records bf the regulated invesmient company.>,in the 

· case of a nominee holdjng the' investment on behalf of 
its .customers, tb,e nilii.ling address -of the customer shall _ 
be · deemed to .. be the domicile :of the -shareholder. 

. .iv. 1'Manage~~qt se~~es" D1eaiis the rendering of .. 
. . itive~tment a!-ivice, to . a, r~gulatecl: investment. company, 

. · making geterminatfons as. to \vhen sales and purchases . 
. o( securities ai:t:; to be made on behalf of a regulated 
. -. _investment company,-_·or the· selling or. purchasing of· 

securitie$ constituting a~sets of a regulated investment . . 
. company, _and ,related' ;ictivities but only where such 

activity or activtties are performed pursuant to a .co.n- · 
•. tratt with: the' regulated· investment company el}te:red 

into pursuant to sectio11 lS(a) 9f the Federal Invest~ 
m,elit (Jqnip~y Act ~f 1940; asanierided. . . 

v; <'Receipts'; shall include amounts received directly .. · 
from a · .regulated investment . company ~s well, as 

-·amountsireceived_directly from the shareholders of such 
regulated investment conipany in their capaciiy as such. 

. . . vC ''Re~ulate~ investri,le~fco~pany'' mearis a regu- .... · ..•.. 
. · .. lated in~estnient company. ~s 'defined in. N)iS.A · .· .. 

54:10A-4(g) and qie~{s the requiremetits of Section 85l 
.. of the Federal Internal Revenue Code. , . . 

, . 

Amended by R.J979 d.45, effective February 6',- 1979. 
See: 11 N.J.R. 40{q);l1 NJ.R. 1SO(b). _.· . . . . 

. ceipts fr911'1s each r(:gulated investine11t COJllpru,iy; .· . ·.· .· Ai;ilended byR.1985 d.4~, effectiveFebrµary 19, 19!!5. . .. , .. 
See: 16 N.J~R. 3420(b), 17 N.JR 477(a). . . · · _. •- ·• _· · . .. . 

2: For tlie-puip~ses of thisse~tion: · .. 
. ' •;,. 

.. · i .. ''Administration : services" iilcludes, iCJerical, _·. ac~ . 
?O®tirig; bookkeeping~?Jata• piocessiilg, i~terrtal -audit- .•.. 

. _ _._ ~11g, legal ·!lfld,J!lll'. _sel'Vlces_ pe1or:med forla regulated 
· . JD.vestment company bµt . orily if the. pro~der qf such 

( c) ·substillitially amended and examples and illusl;ration added; · 
Am.ended by R.1989 d.439; effective August 21, 1989, 
See;s.21 N.J.R,.1106(a), 21 N.J'.R 2527(a), . . . . . 

- , Added subsection (e)1...:2vi. . ·. · · · 
Administrative Coirectionto (c). -.·. .. . . ·-·•. 

:See: 2lN.J,R. 3477(a} .. ·· .. ··· . .. ·-_.· . . . 
Administrative Correction to ( C) and Example l. . 

. See: 22 N.J.R. 363(a). ·. ·.. · : • . · · .. ,· . · «.· 

: service or serytces dtjring the t~ble year iii which such 
· service or services ate •sold also sells m~agei;nen,i or 

distributicm seivices, as defined here!ll, t() ~uch ~rilpa/ C 

·-\nY:. 

·_ Amended, by R.1997 d.429, effective October 6, 1997; . 
· $ee: 29N.J.R. 3426(a), 29 N.J.R. 43~(a): .-.· · · 

Rewroie (a) and(c) ... · · · · · · ·. 
. . ,,..----,\/·:'"--: 

Administrative correction; 
... See: '30 N.J.R 3660(a): · 



CORPORATION BUSINESS TAX ACT 

Statutory References 

See N.J.S.A. 54:lOA-o(C) as to includability of compensation ~or 
personal services in receipts fracti01i 

18:7-8.11 Receipts; rents and royalties . 

(a) Receipts from. rentals of real and personal property 
. situated in New Jersey, and royalties from the use in New 
. Jersey of patents or copyrights, are allocable to New Jersey. 

1. Receipts from rentals · include · an amounts received 
by the taxpayer for the use or occupation of property, 
whether or not such property is owned by the taxpayer. 

2. Receipts from royalties indude all amounts re-
ceived by the taxpayer for the use of patents or copy-
rights, whether ornot such patents or. copyrights were 
originally issued to or are owned bythe taxpayer, 

3. A patent or copyright is used in New Jerseyr to the 
extent that activities thereunder are carried on in New 
Jersey. 

. . ' ' , . . 

· (b) Receipts from royalties . derived from trademarks uti~ 
. lized in business in.New Jersey are deemed located in New 

Jersey. 

. Example .. 1: Corporation B is a .Delaware corporation 
having legal title to certain trademarks. B licenses .. those 
trademarks to affiliated entities, and the affiliates payB an 
arm's length royalty for. their use. · The. trademarks are· used 
by the affiHates within and· outside New Jersey. Allocation 
of Corporation B's income from trademark royalties paid to 
it by affiliates is based upon the use ofthe trademarks in 
New Jersey by the affiliates. If an affiliate generates 10 
percent of its Sales revenue from the use of a trademark 

· within New Jersey and 90 percent in other jurisdictions, 10 
percent of the royalty paid by the affiliate to Corporation B 
for that trademark is apportioned to New Jersey by Corpo• 
rationR · 

Amended by R.1997 d.429, effective October 6, 1997: 
See: 29 N.J.R. 34i6(a), 29 N.J:~;4324(a). · 

Added (b). · 

, Statutory References 

See N.J.S.A. 54:lQA-o{B)(S) as to includability of rents and royalties 
in computing receipts fraction, · 

18:7-8.12 Other business r~ceipts 

(a) All other business receipts. earned by the· taxpayer 
within New · Jersey are allocably· to New Jersey. Other 
business receipts include all1 items of income entering into 
the determination of entire net income during the year for 
which the business. allocation factor is being computed and 
is not otherwise. provided for in these rules.. Examples of 
such business receipts include, but are not limited to, inter-
est income, dividends,. governmental subsidies or proceeds 
from sales·.of scrap. 

18:7-8.13 
. . 

· (b)·For.treatme11t of dividends. see N:J.A.C. 18:7~8.7(c)2, 
Example. · 

( c) For treatment of receipts. from .sales of capital assets, 
see N.J.A.C. 18:7--:8.9. 

(4) Receipts from the sale of reaf property situated in 
Ne)\' Jersey are earned in :New Jersey . 

(e) Intangible income. not ... apportioned by other provi-
sions· of·. these rules is included in the numerator of the 
receiptsfraction where thetaxable situs·ofthe intangible.is 
in this State. The taxable situs . of an intangible is the 
commei:dal dolllicile of the owner or creditor unless the 

. intangible has been integrated with a business carried on in 
another state. Notwithstanding that the commercial domi7 

· cile is outside this State, thetaxable situs is in New Jersey to 
the extent that the intangible has been integrated with a 

. business carried on in this State. 

Example: Taxpayer has its domicile outside this State. It 
is in the ,business. of lending money, sonie of which is loaned 
to. New· Jersey residents. Interest income recognized. from 
such loans is income derived from sources within this State 
and, .as such, is earnedin New Jersey. Tliatinterestincome · 
is includable in the numetator of the receipts fraction . 

(f) For treatment of non°operational income,. see . 
N.J.A.C. 18:7-8;17; 

Amended by R1985 d.43, <effective February 19, 1985. 
See: 16N.J.R3420(b), 17 N.J.R. 477(a) .... 
Amended by R.1994 d.186; effective April 18, 1994 .. · 
See: 26 N.J.R. 761(a), 26N.J.R. 1696(b}. 

Cross References 

See subsection (g} of section8.8(Scope of allocabk receipts).of this. 
chapter as to treatment of dividends received from subsidiaries.. See 
s.ection 8.9 (Re9eipts of capital assets; when includible) of this chapter 
as to treatment of receipts of capital assets. · 

Statutory References 
. . . 

See N.J.S.A. 54:10A-6(B) as to includibility. of all business receipts 
earned within New Jersey in receipts fraction. · 

· 18:7-8.13 Business allocationfactor; payroll fraction 

(a) Wages; salaries and other compensation include .all 
amounts. paid for personal services rendered· to the taxpayer, 
but do not include amounts paid ofthe taxpayerwhich do 
not have in them the element of compensation for personal 
services actually rendered or to be rendered: 

. (b) The percentage of the taxpayer's payroll allocable to 
New Jersey is determined by dividing the wages, salaries and 

. other personal service compensation of the taxpayer's em-
ployees within New Jersey during the period covered by the 
return .· by the total amount of . compensation of all the 

· taxpayer's employees during the period. 
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18:7-8.13 

L All executive salaries .are includible in both the . 
numerator, as applicable, and the denomi~ator. 

2: . In general, a taxpayer .reporting. to !the. Division of 
Employment Security in the NeW Jersey !Department of 

. Labor must allocate to. New Jersey all wages, salaries and 
other personal service compensation, ~d · other items 
reportable to that Division, including the portions thereof, 
in individual cases, over $6,200 for. the cafondar year 1978 
and $6,600 for the calendar year 1979 and!' for subsequent 
years the amount prescribed by the New !J~rsey Depart-
ment of Labor. (As a point ofreference, such base wage 
amountfor 1992 was $15,300 and for 1993 was$16,oqo.) 

(c) Wages, salaries and other compensati~n are comput-
ed on the cash or ac.crual basis, in accordance with the 
method of accounting used by. the taxpayer in reporting for 
Federal income tax purpo~es. 

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

Statutory References , 
, I 

See N.J.S.A. 54:10A-6(c) as to treatment of wages, ~alaries and other 
personal seivice compensation of taxpayer's employee$. 

18:7-8.14 Definition of officers and employe~s • 
, I 

(a) Those officers and employees whose. ~ages, salaries 
and other.personal service compensation are required to be 
included in the computation of the' payroll fraction of the 
business allocation, factor include every individual, ;Officer 
and general executive officer whose relatiortship with .the 
taxpayer is that of employee and employer. · 

; (b) Generally, the relation~hip of employeri and employee 
exists when the taxpayer has the right to. control and' direct 
the individual not only as to the result to be: accomplisheq · 
by him but .also, as to the means by which sucli result is to be 
accomplished. If the relationship of employ~r and employ-
ee exists, the designation or der,;cription of ttie relationship, 
and . the measure, method or designation of the compensa-
tion, are immaterial. · 

I 

( c) Compensation paid to officers, such as fhe Chairman, 
President, Vice-Presiden,t, Secretary, Assistimt Secretary, 
Trec~surer, A$sistant Treasurer, Comptroller, and any other 
officer charged with and performing general eiecutive duties 
of the corporation must also be included.. ' 

( d) A director of a corporation is not ~n employee; 
therefor compensation paid to directors for acting as such. 
should not be included in either the numeratbr or denomi-
nator in computing the payroll fraction. 

DEPT. OF TREASURY.;.....TAXATION 

Statutory References 
See N.J.S.A. 54:10A-6(c) as to includibility of wages, salaries, and 

other personal service compensation of- officers . of taxpayer, and 
54:lOA-7 as to definition and scope of "compensation" of officers and 
,employees. 

18:7-8.15 Compensation of officers and employees within 
.New Jersey 

(a) Compensation of officers. and employees within this 
State shall include the entire amount· of wages, salaries and 
other personal service compensation for services performed ' 
within or both within and without this State if: 

1. The service is performed entirely within this State; 
or 

2. The service is performed both within and without 
· this.State, but the service performed withoutthe State is 

incidental to the individual's service within.the State. For 
example; service· which is temporary or transitory in ha~ 
tore or which consists of isolated transactions; 

3. . The service is not performed entirely in any state 
but some of the service is performed in this State; and 

L The base of operations, or, if there is no base· of 
ope,rations, 'then the place from which the service is 
directed or controlled,. is in this State; or 

ii. The base of operations or place from which the 
service. is · directed · or controlled is· not . in any state in 
which. some part of the · service is performed, but the 
individual's residence is in this State; 

4. Contributions are not required or paid with respect 
· to such service under an unemployment compensation law 

of any other state. · 

Statutory Reference~ 
See N.J.S.A. 54:10A-6(C) as to includibility of compensation. of 

officers of taxpayer, and. 54:lQA-7 as to definition. and scope of 
"compensation" of officers. 

. . . . 
18:7-8.16 Allocation: International Banking Facilities 

Any banking corporation, having an international banking 
facility, which maintains a. regular place o{ business (other· 
than a statutory office) outside of New Jersey, which elects 
to take the deduction from entire net income provided by 
N.J.A.C. 18:7-5.2(a)2vii, shall complete the allocation factor 
under.this subchapter in the usualway. For the purpose of 
allocation, however, all amounts attributable, directly or 
indirectly, to the production of the eligible net in~me · of an 
international banking facility as defined in N.J.A.C. 
18:7-16,1, shall be included in both the .numerator and 
denominator .of the fractions described in this subchapter, 
whether or not such international banking facility income 
amounts are otherwise attributable .to.New Jersey. 
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