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CORPORATION BUSINESS TAX ACT

18:7-5.2 °

See: 26 N J.R. 761(a), 26 N.J. R 1696(b)
Sectron was “Consohdated returns for subsrdlary corporatlons

Case Notes

Taxpayer corpotation, which possessed 100 percent ownership of
investment in French and Brazilian corporations directly and-through

its wholly-owned ‘Dutch subsidiary, was entitled to ‘100 percent exclu- *

sions for the dividends received from the French and Brazilian corpora-
tions. International Flavors &.Fragrances, Inc. v. Taxation Div. Di-
rector, 5 N.J.Tax 617 (Tax Ct.1983), affirmed per curiam 7 N.J.Tax 652
(App.Div.1984), affirmed 102 N.J. 210, 507 A.2d (1986) : g

18:7-4.16 (Reserved)

-Repealed by R.1994 d.186, effective: April 18, 1994,

See: 26 N.LR. 761(a), 26 N.J.R. 1696(b)
Section was “Valuation of securities”.

18:7-4.17 (Reserved)

* New Rule, R.1984 d.496, effective November 5, 1984

See: 16 N.J.R. 1325(a), 16 N.J.R. 3057(a). .
Repealed by R.1994 d.186, effective April 18, 1994.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 “Urban enterprise zones”.

18:7-4.18 (Reserved) -

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

18 7-5.1 Entire net income; - definition

.(a) “Entire net income” means total net income from all

sources, whether w1th1n or without the United States, ‘and
includes: -

1.- The gain derived from the employmem of capltal
or labor, or from both combined, as well as :

2. Profit gained through a sale or conversion of capltal '

assets. o

P

~(b) For the purpose of the New Jersey tax, the amount of
‘a taxpayer’s entire net income shall be deemed prima facie
.to be equal in amount to the taxable income, before net

operating loss-deduction and ‘special deductions, which the
taxpayer is required to report to the United States Treasury
Department for the purpose of computing its Federal in-

come tax, subject to the ad]ustments set forth in thlS Sub-

chapter.

- (c¢) Consistent with N.J.A.C. '18:7-11.15, emntire net in-
come shall be determined on a separate entity basis as'if the
contemporaneous Federal return had not-been a consolidat-
ed return.

Example 1: Corporation A is part of a consolldated
group filing for Federal purposes which as a group in-

~curred a net operating loss for the year. Corporation A,

however, on a separate entity basis had net income, of

income, it must be adjusted as follows:

7-35

~$100,000 before its ‘charitable  contribution expense of ~

$15,000 is taken into account. Based on a separate, non-
consolidated 'calculation under the * Internal Revenue
‘Code, and the contribution limitations apphcable to all
corporations for the period under ‘ review (that is, 10
percent), Corporation A’s reportable net income for New

v _"Jersey purposes is $90,000 ($100,000 - ($100,000 x .10)).

Example 2: Corporatlon B is part of a consohdated_
- group filing for Federal purposes which sold goods in the
ordinary course of business to- Corporation )C, also a
member of the same consolidated group filing: The
- selling, price between Corporation B-and C was at arm’s
length and included a'profit element in it. The Federal
corporate consolidated filing would recognize but -defer:
-the gain on the sale of the goods between Corporation B
and C since Corporation C had not disposed of the
property outside the group at year end. For New Jersey
purposes, however, Corporation B must report the gain
‘on. the sale of the property for net income purposes, and -
,Corporatron C must include the full sales price ‘of the
property in its mventory value . o

.'(d) Entlre net income 'shall be determmed as 1f no elec-
tion had been made under 26 U.S.C. 1371 (Subchapter S of
the Federal Internal Revenue Code).

Amended by R.1985 d. 562 effectlve November 4, 1985

‘See: 17 N.JR. 1538(a), 17 N.L.R. 2678(a).

(c) added.
Amended by R.1992 d.231, éffective June 1, 1992.
See: 24 N.J.R. 1522(a), 24 N.J.R.. 2074(c). ‘
Added examples to (c); deleted (e).

Statutory References
See NJ S A. 54:10A-4(k) as to-definition and. scope of “entlre net -

‘ mcome

. Case Notes

Regulatrons were valld General Bldg Products Corp v. State, Div.
of Taxation, 14 N.J.Tax 232 (1994), affirmed 15 N.J. Tax 213.

- State’s’ prohlbrtron against filing of consolidated. i income tax returns
by related corporations does not immunize subsidiary corporation from
state taxation of any gain realized as result of deemed sale of its assets.

" General Bldg. Products Corp. v. State, Div. of Taxation, 14 N.J.Tax -

232 (1994), afflrmed 15 N.J. Tax 213.

" New York S corporation’s distribution to New Jersey taxpayer would
be treated as being from corporation’s accumulated earnings. Laurite
v. Director, Div. of. Taxation, 12 N.J.Tax 483.(1992), affirmed 14
N.J.Tax 166, certification denied 135 N.J. 301, 639 A.2d 301." -

Absent showing that S corpOratron s income was from-current earn-

_ings it would be assumed.that distribution was from accumulated
. earnings.
_ affirmed 14 NJTax 166, certification denied 135 NJ 301, 639 A2d

L —

Laurite v. Director, Div. of Taxation, 12 N.J.Tax 483 (1992),

) ‘
18:7-5.2  Entire net income; how eomput'ed .

“(a) “Taxable income before net operating loss deduction
and specral deductions,” hereinafter referred to as Federal
taxable income, is the starting point in the computation of
the entire net income. . After determining Federal taxable

!

' Supp. 5-19-97



\DEPT OF TREASURY—TAXATION

. 18:7-5.2 ‘

1 Add to Federal taxable i mcome

‘L. The amount . of any- specific exemptron or credrt

‘ »allowed in any law of the Unrted States. 1mposmg any

~ tax on or: measured by the 'income " of corporations;
~ where such specific ‘exemption or credrt has been de-

L ducted in-computing Federal taxable mcome "

* All interest income from sources within the Umt-‘
ed States which has not been included in computing

© ' Federal taxable i income, including interest on State and

o Mumcrpal bonds and certain obhgatrons of the United

7. States andits instrumentalities, less’ interest.expense
. . incurred to carry such investments, to the extent such
~interest expense has not been deducted in computmg ‘

+ - Federal taxable income; B :

l

iii. All -dividend mcome from sources wrthrn the '

~United States which has not been mcluded in comput-
llng ‘Federal taxable income; e R

R\ 2 All Federal taxes on or measured by income or
o proflts which ‘were deducted in computmg Federal tax-
able income; : :

h v All New Jersey franchlse taxes paid or. accrued L
under the Corporation Business Tax Act, whether mea-
sured by net worth, net. income or - otherwise, to the.

extent such taxes were deducted in computmg Federal

taxable ‘income; and, with- Tespect 'to accounting years
‘. begrnmng after July 7, 1993,-taxes pa1d or accrued toa

' ‘possession or territory of .the United States, a state,.a
" political subdivision thereof, or the Dlstrlct of Colum-

bia on or measured by profits or income; or business.
- presence or business activity including, without limita- .
‘tion, the Mrchrgan Single Business Tax and taxes mea-

- -sured in whole .or. in part by “net: taxable capital” to the

extent such ‘taxes were deducted 1n computmg Federal

taxable mcome

- Net operatmg losses sustamed durmg any year or -

' penod other thanthat covered ‘by ‘the return,- which

were deducted in -computing Federal taxable income, -
- _but a net operatmg loss deductlon shall be allowed to -
* ‘-the extent provrded by N.J. AC. 18 7—5 12 through 5.16.

Vil For. accountmg or pr1v1lege perrods endrng on or‘

puting Federal taxable mcome for mterest on 1ndebted-

" ness whether or not evrdenced by a written’ statement.
* To be added back, such interest must. be. owed. drrectly'
‘or indirectly either to- an - 1nd1v1dualw stockholder or.
members of his or-her immediate family who, in the .-
,aggregate, own benefrcrally 10 percent of more of the -
- “taxpayer’s outstanding shares of capital" stock or to 4
- ~corporate stockholder which owns 10 percent or more
~ of the taxpayer’s, outstanding shares of capital stock. -
-~ The amount deducted shall be reduced by 10 percent of -

“the amount so deducted or $1,000, whrchever is larger.

.Thus, if the amount of such interest is $1,000 or less, .

" then none of said amount need be. added back: **(For -
- definition ‘of and ‘guidance in- determining “drrectly R
~‘and “indirectly” see N.J.A.C. 18:7-4.5(d); (e) and- (f) ). =

: Howeverzi there shall be allowed asa deductron

(1) Any part of a deductlon for interest on written

v evrdence of indebtedness issued; with stock, pursuant. -

- to a bona fide plan of reorganization to persons who: .

is.prior to such reorganization were bona fide credi- -

- tors of the taxpayer or .any predecessor. corporation,’
- but were not. stockholders thereof; and

P as

(2) Any part of a deductron for mterest that re_t ‘. .
lates to fmancmg of motor Vehrcle 1nventory’ held for

sale to customers, provided that the underlying m--‘.

debtedness is owing to a taxpayer-customarily and
routinely providing this type of financing. The por-

-tion of such interest. which ; may be deducted is limit-

ed: to interest on “indebtedness - relating to floor-
‘ planmng of ‘motor vehicles evidenced by a trust re-

“ceipt - or similar document ‘and is also limited to
The interest: .

- interest “‘on. unsold - inventory items."
must-be paid or accrued drrectly to a: creditor which

is a taxpayer under the act and ‘not mdrrectly to any:: - ;o

~ related entity.. That taxpayer, or a corporation which . '

is a parent or subsidiary of that taxpayer must be the

_manu_facturer or the motor vehicles, financed; and:

" (3) Any deduction for interest that relates to debt
of a “financial business- corporation” owed to "an

. affiliate corporation but only where the interest rate
*does not exceed two percentage points over a prime-
~rate to be determined by the Commissioner of Bank-: -

ing. - Interest paid or accrued to such an affiliate is
an unrestricted deduction only when a corporation is
a fmancral business corporation 'asdetermined at

NJ.A.C. 18:7-1.16." A debt is owed to an “affiliate” " -
corporation when it is owing’ directly or 1nd1rectly to"

- holders "of ten percent -or more "of - the aggregate -
outstanding, shares of the-. taxpayer s capital stock: of

all classes as- defined in NJ.A.C. 18:7-4.5." .The "’

“deduction may not be clarmed on the Corporatron :

" ‘Business Tax Return, Form CBT-100. . Any corpora-

tion. which ‘is afinancial business corporation must

- file the. Corporatron Business Tax Return for Bank:.
ing and Financial ‘Corporations, Form BFC-1, and.. -
 complete Schedule L’ apportioning ‘the financial busi-. -
" ness - conducted - in’ New Jersey consrstent w1th ’

: NJSA 54:10A- 38 and’

: (4) Any. part ofa deductlon for mterest that relat- :

. ed.to'debt of a bankmg corporation owing drrectly to"
i a bank holding company.as defined in 12 US.C. 1841 .
. -of -which - the banking corporatron is: a subsidiary..

"The allowable deduction - for mterest is ‘limited. to

“interest paid or accrued- drrectly by the subsidiary to -
“its bank holding . company --parent ‘notwithstanding*~ -

" that related indebtedness may be excluded from net -
- worth where it is 1nd1rectly owrng 1o such bankfv _'

holdmg company

R 1| I Recoverles w1th respect to war losses regard-‘;f

: ‘less of whether such war losses were deducted in any-
- return prevrously ‘made for the purpose of computrng
:}.-‘the New J ersey Corporatron Busmess Tax; :

Supp51997 e e 736 o
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CORPORATION BUSINESS TAX ACT

18:7-11.12

] ‘18:7—11;12 Extensron of time to ﬁle return, interest and

“penalty
(a) No extension will be granted ‘unless request is made
on Tentative Return Form- CBT-200T and is actually re-
ceived by the Division or postmarked on or before the due
date of the return. The Tentative Return must:

8

. Show the mformatron requrred, including the exact’

5. In general, extension requests shall not be granted

- for any period exceedmg f1ve months from the- original

due date.

X

6. Where the taxpayer has requested a Federal exten-

'sion, the Division shall grant the taxpayer-an extension for

~ a period not exceeding five months. In cases where the

name, address, New Jersey serial number, the Federal -

employer identification number, if any, and the amount of

the estimated tax liability; o

2. Be accompamed by a rem1ttance to cover the un-

paid- balance -of the estimated tax due for the accounting

year for which an extension of trme to. file the return is

- requested; ‘and

3. Be accompamed by the payment on account of its
‘tentative tax which is due on or before the original due

- /

taxpayer has: failed to obtarn a Federal extension, the

- taxpayer, upon request may be’ granted a two month

extension for filing the return if sufficient cause is submit-
ted.. Sufficient cause should be interpreted so that it is
impossible or wholly impracticable to file a return within

two months from :the original due date of the return.

(d) Extensrons may be confrrmed in wrrtmg by the Divi-

- 'sion, if necessary.

date for filing of the return for whrch an extension. is

' requested

- (b) Taxpayers 'using the New J ersey Corporation Business
‘Tax Return Form CBT-100 may request an extension for a

~ period not exceeding six months and will receive automatic
~ approval, provided that the taxpayer has complied with the

instructions ~ set. forth -on the Tentative Return Form'

CBT-200T, and has pard any unpaid balance of 1ts estimat-
ed tax.- .

for any period exceedmg six months from the orrgmal due’ -

\date.

2. Imtral extensions will be confrrmed in writing by the
Division. «

3. If the final return is not submitted within the
extended period, penalties for delinquent f111ng will be
applied as if no extensron has been granted :

©) Bankmg and financial corporat1ons may request an
- extension of tlme to file return subJect to ‘the followmg
condrtrons ' -

1. No extension will be granted unless request  is

(e) If the original return is not" submitted W1th1n the

extended period, penalty for dehnquent filing wﬂl be apphed .
‘as ‘if no extension has been granted. o

(f) Interest and penalty are chargeable as follows :

1.- The total amount of the tax due must be paid on or

‘before the orlgmal due date for filing the return.

2. Any unpald portion of the tax on. the fmal return

‘which is in excess of the amounts paid shall bear interest -

at the rate of one and one-half percent per month, or

. . fraction thereof from the original due date of the return .
1. In general, extension requests shall’ not be granted

to- the date of actual payment or December 8, 1987.. On -
and after December 9, 1987 the unpaid portion of the tax
shall bear interest at the annual rate of five percentage
points above the prime rate, compounded daily from the

.date the tax was originally due or December 9, 1987, |
- whichever is later, to the date of actual payment. . On and

after July 1, 1993, (the unpaid portion of the tax shall bear
interest at the rate of three perceéntage points abové the

prime rate assessed for each month or fraction thereof,

compounded annually at the end of each year from the

. date such tax was orrgmally due to the date of actual ‘

actually received by the Division or postmarked on or -

before the due date of the return;

2. The extens1on shall be made on'a copy of page 1.of
Form BFC-1, including the exact name, address; New
Jersey Serial number, if apphcable the Federal employer
identification number, if any, and the amount of tentatrve
tax liability. | : 3 :

3. Be accompamed by a remittance to cover the un-

‘pa1d balance of the tentatrve tax due for the accounting:
year for which an extensron of time to file the return is

‘requested; and y

4. ‘Be accompamed by a completed copy of Schedule‘:

L from Form BFC-1, and a copy of the taxpayer’s: Federal_
extension request

7-63

payment.

'3, In addition, if the amounts paid up to and including
the time for filing of the tentative return total less than
the lesser of 90 percent .of the amount of tax -due,.or for a

" taxpayer that had a preceding fiscal or calendar account-

ing year -of 12 months and filed a réturn for that year

“showing a tax lrablhty equal to the tax computed at the
- rates apphcable to the current accountmg year applied to
‘the facts shown on the return for and the law applicable

to the preceding accounting year, the taXpayer shall be
liable for a penalty of five percent per month, or fraction :

" thereof, on the amount of underpayment. - In this context,
. “filing. of the return” means filing its- tentative return

incident to its request for extension, “the time for filing”

_ means the original due date for filing the return, and:

“amount of underpayment” means the difference between
100 percent of the tax shown on the final return and the
total of all installments of estlmated tax paid on or before

- Supp. 8-19-96 .
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the orrgrnal due date for fllmg the return as well as any

amount pard with the: tentatrve return A

(g) Where taxpayer makes an election on ‘Federal form -

"'.»','8023, it: will ‘be granted an, extensron of tune to- file a

-corporation business. tax return until the Federal election is-
~ filed, provrded that a CBT-200T has been properly frled in.

' ‘accordance w1th these rules.- :
(h) Warmng T e
L A : B
1. No request for extensron wrll be consrdered unless
taxpayer has comphed with all the frlmg requrrements for
: extensrons set forth in the rule SN 0 ;»

’ Amended by R 1970 d 121, effective October 5, 1970
© See: 2N.J.R.78(a), 2NJR 95(a).. -
.- “Amended'by R:1979 d.45, effective February 6, 1979
© See: 11 NJR. 40(d), 11 NJR. 150(b). .-

"Amended-on an emergency basis, R.1981 d.163, effectrve May 11, 1981 v

_ Expired July 10, 1981, without readoptlon

~See: 13NJR:377(a).

 Rule substantially amended to provrde for the 1mposrtron of interest
.and penalties -on Corporatlon Business Tax payments made . during
“additional " extended perlod for whichan addmonal extension - was
-~ granted: -
‘As amended, R.1982 d. 6, effectrve January 18 1982
.- See:. 13 N.J.R. 688(a), 14 N.J.R. 105(d). .-
" Section substantially amended. -
- Amended by R.1983 d.497, effective November 7 1983 .
_See: 15 N.J.R: 1366(a), 15 NJR 1872(c) P i ~t
. ~Text substantially amended. . ‘ ‘ c
" Aménded by R.1988 d.407, effective September 6, 1988
- See: 19 NJ.R. 2255(b), 20 N:J.R. 2310(¢).- ‘
“Added text to (f) “or December 8, 1987. On .
e Amended by R.1991 d.35, effective January 22, 1991
* ‘Seer 22'N.J.R: 2125(a), 23 NJR. 221(a) ,
- Added (g), recodified old (g). ‘ R
Amended by R.1994 d.186, effectrve Aprll 18, 1994 o
’-See 26NJR 761(a) 26 N:JR. 1696(b) . e

Statutory References - B

-'See "N.J.S.A. 54:10A-15 as to the requrrement to ﬁle an annual'

© return; 10A-17 as'to penaltres for late filing of returns; 10A-15 as to

* officer;- 10A-19 “as ‘to extension of ‘the* due date and interest to be

assessed during such exténsion period; and 49-6 as. to right-of Director.
- to 1ssue def1c1ency assessments or reassessments after fmal return is.

. filed. ie
! 18 7—11 13 Place t‘or filing returns and payment‘ of tax

. (a) The return together with remittance payable to “State
: of New Jersey must be forwarded to ‘the New Jersey
DlVlSlOl’l of Taxatron CN666 Trenton New Jersey 08646

(b) A separate remrttance is requlred to be made wrth”

" each return o

. ‘Amended by R. 1979 d.45, effectlve February 6, 1979 ke
: "’JLSee 1IN, R. 40(d) 11NIR. 150(b) H ;

Statutory References L

‘ ) See N J S A. 54 10A—15 18 as to manner. and form of tax payment

| ,:Supﬁ;f‘s;.19f9§l e : o 64

. returns.

. See: 17'N.J.R.'901(a), 17'N:J.R. 2145(a).

DEPT OF TREASURY—TAXATION Clan

Y

t 18 7—11 14 Secrecy of returns

The returns are deemed. secret and confrdentral and New .

~ Jersey law prohibits the unauthorized disclosure of informa-

~«tion- obtained from the returns or. the records pertarnmg\
’thereto S

: Amended by R 1979. d 45 effectrve February 6, 1979
<. See: 11 N.J.R; 40(d), 11 N.J.R. 150(b) .

Statutory References

See NJSA 54 50-8 as to prohrbrtlon agamst Director . or any‘
N employee of the Division of Taxation divulging; disclosing, or permit- -
-+ ting another to.inspect any records or fr]es pertammg to the admmrstra-

tlon of the tax under the Act

18: 7—11 15 Consolldated returns

(a) Corporatlons are not permrtted to frle consohdated

business tax return as descrrbed at N J.A. C 18 7—-1 17.

, (b) Except as provrded in (a) above, where a taxpayer has
filed a consolidated return with the Internal Revenue. Ser-
~vice: for Federal income tax purposes, it must complete its
- return under theact and must reﬂect its entire net income ;-
. and entire net. worth as if it had filed 1ts Federal return on
Cits own separate basrs

(c) A taxpayer under (b) above shall also frle a copy-of -

the Affiliations Schedule Form 851, ‘which is frled with Form

: 1120 for: Federal 1ncome tax. purposes

Amended by R. 1985 d. 453 effectrve September 3, 1985

Added. text -to (a):
18:7-1.17.”

“Provrded ‘however, any

" Amended by R. 1991 d.35; effectlve January 22, 1991. -
- Seer 22 N.J.R. 2125(a), 23 N.J.R. 221(a)

necessity-of certification of taxpayer’s return by an authorrzed corporate . ..

Added (d) and (e). :
Amended by R.1996'd.378, effectrve August 5 1996

“See: 28 N.J.R. 2515(a) 28 N.J.R. 3810(a). - Lo
Deleted provisions relatmg to gain on the sale of target stock under_
" IRC 338(h)(10) .

Statutory References

See'N.I.S. A 54 10A-2 as to requirement for annual payment of tax
and 10A-14 as’to nght of Director to- require copies' of pertinent

“extracts of its Federal income tax return or-other records if taxpayer has
‘ frled a consohdated Federal income tax return .

Case Notes !

- ‘Gain recogmzed by wholly owned subsrdrary as result of parentv o

corporatron § federal tax law-election to treat sale of subsidiary’s stock

" .as sale of subsrdrarys assets, and -to file consohdated tax return, was
~Subject to. tax under Corporation- Business: Tax Act.
Products Corp. V.. Drrector, Div.: of Taxation, 15 NJ Tax 213 (AD
1995). :

Regulatrons were vahd General Bldg Products Corp \4 State, DIV
of Taxatron 14 'N.J.Tax 232 (1994) afflrmed 15 N.J. Tax 213, $

Provided, however, any business conducted by an~ ..
‘mdrvrdual partnership, or ‘corporation’ or any other entity,
- -or any combmatron thereof holding a license pursuant to the .

~Casino Control Act shall file a consolrdated corporation :

.Hat,‘»N.J‘.'A.C. s

General Bldg.
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. file two short-term returns.

18:7-11. 16 Retum to be filed by an s Corporatron

' CORPORATION BUSINESS TAX ACT

18741117

State’s prohibition "_against.fi‘]ing of(':onsolidated income' tax returns

by related corporations does not immunize subsidiary corporation from
- state ‘taxation of any gain realized as result-of deemed sale of its assets. -

" 12 month distribution period, the corporation recaptures for

General Bldg: Products Corp. v. State, Div. of Taxatlon 14 NJTax ‘

232 (1994). affirmed 15 N.J. Tax 213.

Taxpayer that separated from consohdated group was not. requrred to

Drrector 12 N.J.Tax 172 (1991).

The term “books of the. corporauon 1nclud‘es financial staternent_s
prepared in accordance with applicable regulations in the ‘sense’ encom-
passed by the term “financial reporting”;. definition of the term by rule
not necessary due to adequate legislative standard; -Director’s equity

method of accounting in valuation of corporation’s-investments: and’
Cities . Service Co. v.. -

subsidiaries  not demonstrated to be- unfair.
Director, Div. of Taxatior, 5 N J.Tax 257 (Tax Ct., 1983)

Drake -Bakeries, Inc v Taxation Div. -

Federal tax purposes $5,000 of LR.C. Section 291 expenses
which an S Corporation does not includeé as part of Federal *
taxable income if it were an S Corporation for the three
precedrng years before the Federal LR.C. Section 337 elec-

- tion' and the LR.C. Sectron 1363(b) -election. - Since the S

Corporatron is treated as a C Corporatron for State ‘tax

“purposes, the LR.C. Sectron 291 recapture is part of taxable
© income ‘before net operating loss and special deductlons on,

: Schedule A, Form CBT—lOO

(c). With respect to tax years begmnmg after July 7,1993,

- S corporation status may be elected for New. Jersey pur-
- poses by the shareholders of a Federal 'S corporation. The

(a) Except as may be’ provrded otherw1se by this Section, ;

an 'S corporation, that is, one which has made ‘an ‘election

" under Section 1361 et seq. of the Internal Revenue Code of ,

B filing of an election form CBT-2553 with the Division to be

recognized as a New- Jersey S. corporatlon is requrred A
New- Jersey S corporation. is entitled to pay its tax ‘at a

, preferentral rate as provided in N.J.S.A. 54: 10A—5(c)(2) and :

1954 as amended and supplemented must complete its New

Jersey Corporatron Business Tax Return on its own separate

basis . as “though' no- electron had been made under the

Federal Statute.

(b) Except as may be provrded otherwrse by thrs sectron

in preparing its Corporatron Business Tax Return the tax--

payer cannot assume that ordinary income or loss (Federal

- taxable income) is equal to- -Federal taxable income before
net operating loss deduction and special deductions for New-

'(3) and ‘to- report and pay 1ts tax habrlrty ‘on Form-
CBT—1OOS '

Amended by R 1979 d. 45 effectwe February 6 1979
See: 11'N.JR. 40(d), 11 N.J.R. 150(b). -~
Amended by R.1986'd.464, effective November 17, 1986
See: ‘18 N.J.R. 1686(b), 18 N J R. 2332(a)

(b) added. :

. Amended by Ri1994 d. 186 effectlve Aprll 18 1994
-'See: 26 N.J.R. 761(a), 26 N.J.R. 1696(b)

Jersey Corporation Business Tax purposes, when the taxpay-

er has. elected Federal S corporation treatment.

“Certain
. amounts not ‘necessarily limited to. LR.C. Section 179 ex-

penses, and 1120-S dividends that qualify for the dividend -

exclusion are not included as part of the S corporation’s
ordinary income (loss) computation, but rather are passed

directly through to the shareholder on the Federal Form -

K-1 Schedule.

Federal S corporatron electron were made.

. For Corporatron Business Tax purposes‘
- these amounts are included in the computation of entire net
income, as if the corporation were a C. ‘corporation and no

Statutory References

See N JS.A: 54 10A—2 as to ‘requirement for annual frlmg of return’
under this Act despite- other arrangements for filing a Federal return.::

Case Notes

Forelgn S corporatlon s drstrlbutron to New Jersey taxpayer would be :
treated as if received from accumilated earnings: Laurite v. Director, -
Div.. of Taxation, 12° N.J.Tax 483 (1992)," affirmed ‘14 N J. Tax 166,

" certification demed 639 A.2d'301, 135 N. J 301

14 N.J.Tax 166, certification demed 639 A.2d 301,

Example 1 S Corporation has 1985 taxable income for .

Federal tax purposes of $100,000. However, not included in ..

computation of such amount is a $5,000 Federal LRC.

Section 179 expense and $10,000 of S Corporatron dividends

Federal dividend exclusion. Barring any-other difference

- between Federal taxable income and New: Jersey taxable
- income per Schedule A, Form CBT—lOO New Jersey taxable

income before net operating loss deductron (NOL) and
special deductrons is computed as ‘such: :

$100,000  Federal Taxable Income . .

*(5,000)  LR.C. Section 179 Expense ,
10,000 Qualifying S Corporation Dividends -

' $105 000- New Jersey Taxable Income Before NOL and Spe- v

cial Deductions

i per. 42,572 A:2d 222,
received from a different  corporation which qualify for the .

. gains and- losses.

Absent other evidence, distribution from forengn S corporatron to

- New: Jersey. taxpayer would be treated.as from accumulated earnings.

Laurite v. Director, Div. of Taxation, 12 N.J.Tax 483 (1992), affirmed |
135 N. J :301.

- Pass- through losses and gains are to be excluded when calculatrng net
Walsh v.-State, Dept. of the Treasury, Div.. of °
Taxation, 10 N.J. Tax 447 (1989) afﬂrmed and remanded 240 N.J. Su-

)

: 18 7-11. 17 Coples of tax returns or other mformatlon =

‘ requlred

(a) The Director may by. general rule or by specral notrce
require any taxpayer to’ submit copies or pertinent extracts

- of its Federal income ‘tax returns,-or of-any other tax return

Example 2 S Corporatron is’ hqurdatrng under LR.C. -

Sectron 337 When drsposmg of its real property durmg the

7-65 -

made to any agency of the Federal Government or of this
or any other state, or of any statement or regrstratron ‘made

' pursuant to-any state or Federal law. pertammg to securrtres g
-or securrtres exchange regulatron g .

(b) The Drrector rna'y requrre all tax"payers to. keep‘what-‘
ever records he may prescribe, and he may. require the
productron of books, papers, documents and other data, to

Supp.” 8-19-96 .
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~ provide or secure information pertinent to the :determina-

' tlon of the tax and 1ts enforcement and collectlon

(¢) ‘The Drrector ‘may; also by general ruler or special

. notice, require any taxpayer to make-and file information

returns, under oath, of facts pertinent to the determination
of the-tax or liability for tax pursuant to such regulatrons at

whatever times and in whatever form or manner and to
whatever extent’he may prescribe underv law. -

N o . Statutory References c 1 '

See N J.S. A S4: 1()A—14 as to right of the Dlrector to requrre
taxpayer to- submit pertinent extracts for its- Federal income tax return,
“other returns to government agengies, or other. records |
S - '/1 ‘_ ‘

"~ 18: 7—11 18 Reproductlon of forms

“(a) Subject to conditions and requrrements of this sec-

tion, the Director will accept for filing purposes reproduc-
tions of the New Jersey Corporation Business Tax Return

Forms CBT-100, CBT—lOO—X and CBT-200T in‘ lieu of the " :

- official forms printed and furnished by the Director, - Any-

-one contemmplating the use of reproduced forms is cautroned :

to observe that the conditions herein stated ‘may vary from
the Federal regulatrons relatmg to reproductron of Federal
- tax forms ' . ; :

(b) In order to. be acceptable for. flhng purposes repro-v

duction of Forms CBT-100, CBT-100-X, and CBT—ZOOT
: must meet the following condrtrons and requirements: .

1. Reproductrons must be facsrmrles of the complete )

 official form, produced by photo-offset, photo- engravmg,
»'photo copying or. other 31m11ar reproductlon 1 processes;

© 20 Reproductrons must be on paper of substantlally

the same color, weight and texture and of a, quahty at

" least as good as that used in the’ offrcral form;

3. Reproductrons must be of the same size as that of

_ the ‘official form both as to overall d1mens1ons of the
. -paper and the i 1magery produced

4 Format of pages shall adhere to followmg

i It is preferable that both sides’ of the paper be
used in makmg teproductions. However reproductlon
‘on one side will be acceptable. . -~ .-

: CAl reproductrons must result in the same page
o arrangement as that of the official form and the spacing
of the printed matter on each individual page and the

: fold must be the same as. on the official form.

Separate pages “must be fastened together in

’ 'numerlcal order

" ‘iv. Each separate page must be’ clearly identified, by
- listing at ‘the top of the page. the corporate name and. s

o New Jersey serial number

DEPT. OF TREASURY:’—TAXATION __

5. The color and quahty of the reproductron of the

printed matter must be substantially the same as that of
the official form, and the filled-in mformat10n must be’

-entirely. legrble

6. “The taxpayers full ‘and correct name. and address '

and identifying serial number as it appears on the pre-

stenciled form furnished by the Dlrector must be typed or. -
. -printed on the reproductlon i :

7. ~All filled-in information on Page 1 of the Return o

must be typed or prmted ‘
8 Reproductrons of forms may be made after inser-

tion of the tax computations and the’ other requlred‘

. mformatlon

9. All srgnatures on forms to be filed must be orrgmal
signatures, affrxed subsequent to .the reproductron pro-
cess; i

10.  The Dlrector does not undertake to approve or

“disapprove the specific equipment or process in reproduc-
ing official forms, but requires only that the reproduced

forms satisfy the stated conditions. It should be noted,
however that photostats do not meet all the above condi- .

tions; : . o : , -

11: : The. Director does not undertake to dpprove or
disapprove the specific writing medrum or style of writing

to be used, but requires that the filled-in information.on -

‘the reproduced form be of good quality black- on-whrte
with hand writing of satrsfactory legibility. -

Am_endedf by R.1979 d.45, effective February6_, 1979.

. 'See: 11 N.J.R. 40(d), 11 N.J.R. 150(b). .

Amended by R.1994 d.186, effective: Apn] 18, 1994.

© See: 26 N.J.R. 761(a) 26 N.J.R. 1696(b)

Statutory References

See N.J.S.A. 54:10A=18 as fo authority of Director to- desrgn tax’
return forms and determine the ‘information to be requlred thereonv

_ 18:_7311.19 through 18:7—_11.21 (R_eserved)

_SUBCHAPTER 12.% SHORT PERIOD RETURN

18 7—12 1 Short perlod returnS' when requlred

(a) In general, every corporatron must file a return for L

each fiscal or calendar accounting period or part thereof

- during which it has or had a-taxable status in New Jersey.
In certain cases, the taxpayer will be required to file a return -

~covering an accounting period of less than 12 months This

“may necessitate an ad]ustment of entire net income. :

~(b) Some of the cucumstances which requlre the filing of :
short penod returns are: -

Supp. 8-19_-96 SR : ‘ % - 766



