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Executive Order No. 66(1978) Expiration Date
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Chapter Historical Note

Chapter 7, Corporation . Business Tax Act, was filed and became
effective prior to September 1, 1969. Pursuant to Executive Order No.
66(1978), Chapter 7 was readopted as R.1984 d.95, effective March 19,

1984, See: 16 N.IR. 229(a), 16 N.J.R. 746(c). Subchapter 15, Urban

Enterprise Zones Act, was originally filed and adopted as R.1984 d.496,
effective- November -5, 1984. See: 16 N.J.R. 1325(a), 16 N.J.R.
3057(a). Subchapter 16, International Banking Facilities, was adopted
as R.1984 d.453, effective October 15, 1984. See: :16 N.J.R. 1327(a),
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16 N.J.R. 2827(a). Pursuant to Executive Order No. 66(1978), Chapter :

-7 was readopted as R.1989 d.196, effectrve March 14, 1989 See: 21

NJR. 14(a), 21 NJR. 1019(b).

Pursuant to Executive Order No. 66(1978) Chapter 7 was readopted
as R.1994 d.186. See: Source and Effective Date.: As a part R.1994
d.186, Subchapter 6, Valuation, was repealed effective April 18, 1994.

See: 26 NJ.R. 761(a) 26 NJ R. 1696(b). See, also section annota-

tions.
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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 begins after

June 30, 1986, the tax is measured by the portion of entire

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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18.7—7 2 Regular place of busmess, definmon

(a) A regular place ‘of business is any bo 1a flde offlce |

(other than a statutory offrce) factory, warehouse, or other
],space of the taxpayer Wthh is" regularly mamtamed occu-

A i‘pled and used by the taxpaye in- carrymg on 1ts busmess and
. in which one or more- ‘regular employees are in attendance S
'_‘The followmg will assist in the. determmatlon of what isa -

regular place of busmess

- Supp. 617:96
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- 1. - Bona fide office: An office in which*an employee -
.in attendance performs: srgmfrcant duties related to. the
" business of the ‘taxpayer. A token. office, space of the
 taxpayer or any place where an employee. does not actual-
ly perform significant duties constituting part of taxpayer’s -
business does not constitute a regular place. of business.

2. Space of the ‘taxpayer: . The. taxpayer must be di-
rectly responsrble for the expenses incurred in- marntam-
ing the regular place of business and must either-own or
rent the facility in its own name and not through a related

‘person or entity.- The. regular place of business should be - - ;-

- identifiable as belonging to the taxpayer by, for example,
reflecting the taxpayer’s name on the exterior and interior

- of the building and being lrsted in the taxpayer S name in

" a telephone book:

3. Regularly mamtamed occupied and used by the'
taxpayer in carrying on -its business:” The taxpayer must
regularly maintain, occupy and use the premises by em-
ploying one or more regular- employees who are in attend-
‘ance during normal working hours. . Premises are not

- regularly maintained, occupied’ and used in. the event . -

employees are in attendance only on a part time basis -
- and, in their absence, telephone messages are received by -
~an answering service or recordmg device.

4, Regular employee A regular employee must be
under the control and direction of the taxpayer in trans-
acting the taxpayer’s business: and/or performing work on
behalf of the taxpayer. The officers of the taxpayer are
generally deemed to be regular employees of the taxpayer
while independent ‘contractors and- ‘members of the tax-
payer’s board of directors are not regular employees of
the  taxpayer. - The method or. procedure by which a
- taxpayer reports the compensation paid to an individual -
(such as a ‘W-2 form) shall not be conclusive as to,

" whether the individual ‘is. a - regular employee (See :
N.J.A.C. 18: 7—8 14.):- '

i. The facrlrtres of a public warehouse located out-"
‘side’ New Jersey and utilized to. store property of the
taxpayer prior-to shipment to customers shall not con-
stitute a regular place of business of the taxpayer where -

- the warehouse is-not the space of the taxpayer '

ii. ~The facrlrtres of an mdependent contractor locat-

ed outside of New Jersey and used to store, convert,
- process, finish and/or improve the goods of the. taxpayer
prior to. shipment to_customers shall not constrtute a
-regular place of busmess of the taxpayer.

il A job site, field office or other facrhty whrch is
not regularly maintained, occupied. and used in taxpay- . .
er’s ‘business or ‘where  administrative duties, such as
performmg payroll functions, telephoning, recordkeep-' o
ing, banking, accounting, the hiring and firing of em- -
ployees and similar functions are not performed is not -
a regular place of business. - S

iv. - The location of mventones outsrde of New Jer-

" -sey in the possessron of employees in therr homes or in ',

~

* their own .convenience in connection with their employment: -

trucks, orin coin- operated machrnes do not represent

S . space regularly maintained, occupred and- used by the

: ;,"taxpayer in carrymg on 1ts busrness

v. In the event the. taxpayer S. busmess is conducted
by an mdependent agent or independent ‘contractor, the.
- - place of business of the independent agent or indepen-
* dent contractor shall not be considered a regular place

of business of the, taxpayer. In. addition, any employee
of such independent agent or independent contractor
shall not be consrdered a regular employee of the .

' taxpayer

(b) A taxpayer does not have a regular place of busrness

outsrde New Jersey: solely by consigning goods to an inde-
‘ pendent factor outside -New - Jersey for sale at the- drrectron
of erther the consrgnor or consrgnee

(c) The mere fact that a taxpayer is sub]ect to an 1ncome
or franchise tax in other jurisdictions shall not be determina- -
tive as to whether the _taxpayer maintains a regular place of -
busmess outside of New Jersey’ where taxable status in that -
Jurrsdrctron is based on crrterra other than a regular place of

- busmess

‘Amended by R 1985 d.54, effective February 19 1985

See 16 N.JR. 2999(b), 17N.J.R. 476(b). :
(a)l—2 deleted and new. text (a)1—4 substrtuted (c) added.

Statutory References = o

‘See NJ S A 54: 10A—6 as to how to deternune allocation factor for

) :-taxpayer mamtammg regular place of business outsrde New Jersey_-‘

Case Notes

Apportlonment of franchrse tax for multr-state corporatrons whrch s
- maintain’ a regular place of business. outside New. Jersey other than a

statutory office. is not applrcable to a corporatron whose out-of-state
offices consist of space in corporate engineers’ personal homes used for:

‘Hoega: *
naes Corp: v. Director; Div. of Taxation, 145 N.J. Super 352, 367 A2d

1182 (App Drv 1976) and drssentrng oprnron

Corporatron which did not pay rent out of state drd not' mamtam
regular place of business out of state, Hess Realty Corp. v. Director,
Div. of Taxatron, New Jersey Dept. of Treasury, 10 N. J.Tax 63, (1988)

Reductron in corporatron business tax based on an allocatron of tax

- »basrs due to maintenance of a regular place.of business outside of.the
. State- denied because New. York- office was not a “regular place of =
* business”, since it was leased in the name ‘of the.parent corporation, the
- taxpayer paid no rent and did not maintain control over the premises;

and.because the ﬁrll trme employees at the office were all employees of

the-parent corporation. ‘. Shelter Development Corp. v. Taxatron Div. .-
'_Drrector 6 N.J. Tax 547 (Tax Ct. 1984). : . o

" Failure- to permrt allocatlon to New Jersey corporatron whrch owned - o
‘rental property in' Connecticut but had no regular employees working . .
~outside New Jersey held neither contrary to_the scheme.of the Business

Tax Act, a burden on interstate commerce nor double taxation. :S.M.Z.

: Cotp:: v. Director; Div. of Taxation, 5 N.JTax 232 (Tax Ct.1982), .
.. reversed and. remanded 193 NJ Super 305 473 A2d 982, (App D1v :

1984)

J

 Supp. 121895 -
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Corporatron held not entrtled to apportlon part of its net income to
" other states because it did not maintain a regular place of business in . -
other states, “regular "place of business” ‘test held mnot. to violate .-
commerce’ clause: Rocappi Inc. v. Taxatron Div. Drrector, 3 NJ Tax.

. 7311, 182 N.J. Super 163 440.A.2d'96 (Tax Ct 1981)

: 18:7—7;3 “Allocatmg” and “non-allocatmg” compameS' . ‘

defimtlon

(a) A taxpayer which allocates a portron of its entire net_
. income outside this State i referred to as an allocatmg

' taxpayer

" entire net income’ outsrde this State is referred to as a “non-
allocatrng taxpayer - =

vAmended by R. 1994 d.186, effectlve Aprll 18 1994

See: 26 N.JR. 761(a) 26 NJR. 1696(b) )

Statutory References

See NJ S.A. 54: 10A—4(b) as to definition of “allocatron factor ” and )

54:10A-6 as to how to determine allocation factor for a taxpayer who
maintains a regular place of busmess outside New Jersey

Case Notes:

 Failure to permit allocation to New Jersey corporation which owned
" rental property in Connecticut but had no regular employees working °

outside New Jersey he’\ld neither contrary to the scheme of the Business
. Tax Act, a burden on interstate commerce nor double taxation. S.M.Z.
Corp. v. Director, Div. of Taxation, 5 N.J.Tax 232 (Tax Ct.1982),

" reversed and remanded 193 N.J. Super 305,473 A.2d 982 (App Div. .

v 1984) /

, 18 7-1. 4 Allocatron factor- definition

“Allocatron factor” means the proportronate part of a
taxpayer’s entire net income used to determme a measure of

Cjts tax under the Act.

- Amended by R: 1994 d. 186, effective Aprrl 18, 1994..
 See: 26 N.JR. 761(a), 26 NLR. 16960).

Ly

Statutory References o
"“See N JS.A, 54 10A—4a)) as to deﬁmtron of “allocatron factor »o

_. 18: 7—7.5 Allocatlon factor, appllcatlon T

It the taxpayer had a regular place of busmess outsrde» ‘

-, New Jersey during the period covered by the return, its tax

liability under the New Jersey Corporatlon Business Tax Act -
is measured by that part of its entire net income allocated to -
New J ersey - accordmg to a formula called the busmess )

‘allocatron factor. . L

-

o .Amended by R 1994 d.186, effectrve Aprrl 18 1994

. See ‘26 NJR. 761(a), 26 N. J R. 1696(b)

Hrstoncal Note

2 Laws of 1968 Chapter 250 eliminated the use of the asset factor forv ‘
the_purpose of allocatmg net worth, effective with respect to prrvrlege. .
- penods comrnencmg after Deoember 31, 1968. -

Supp. 121895 - .

’ 18:7—7.7"‘ (R‘ese_rved)” k ““

L EU
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Statutory References s

See Laws -1968, Chapter 250 as'to elimination of asset factor for
"purpose of allocatmg net worth, effective with respect- to privilege.
. periods commencing = aftér December 31,

.54:10A-4(b) as.to 'definition of “allocation :factor.”
. 54:10A-6 as to how-:to:determine -allocation factor for. taxpayer mam-
N tammg regular place of busmess outside New Jersey. "

1968.. See. "N.J.S.A.

See N.J.S.A.

18:7-17. 6 (Reserved)
Repealed by R.1994 d. 186, effective Aprll 18, 1994

See 26 N.J.R. 761(d), 26 N.J.R. 1696(b).
"¢ Section was “Optronal short tax table in lieu of allocatlon of net
. oworth”, . ’

(b). A taxpayer whrch does not allocate any part of 1ts '

SO

\

. SUBCHAPTER 8. BUSINESS ALLOCATION

F. ACTOR

18 7—81 Busmess allocatlon factor, computatron
(a) The busmess allocatron factor - is computed on the

three fractions:

1. Average value of real and tangible personal proper-

- basis of the average percentage resultmg from the followmg\ R

ty in New J ersey over the average value of such property.

both’ within and’ without New Jersey (thrs is usually re-
ferred to as the property fractron) :

N

2 Recerpts allocable to New Jersey over recerpts both, ;

wrthrn and without New Jersey (thrs is usually referred to »‘

‘as the recerpts fraction);. -

3. Payrolls allocable to New . Jersey over payrolls w1th- _
in and without New Jersey (thlS is usually referred.to: as

~ the payroll fractlon)

. : . R

(b) The business allocation factor is computed by addmg'
together the percentages derived from the foregoing three-.
| fractions for the period covered by the return and. drvrdmg '
the total of the percentages by three ;

(c) However if one of the fractrons (property, recerpts or .
payroll) is missing, the other two percentages are added and

the 'sum is divided by two, and if. two of the fractions are

missing, - the - remaining - percentage may be -used as the -

business allocation factor A fraction is not missing mérely
because its numerator is zero, but it is mlssmg 1f both its
numerator and its denommator are zero

Statutory References

v “See NI SA 54 10A-6 as to how to oompute busmess allocatlon i
: .factor T e ‘

: "Case Notes :
Change in’ mterpretatron of safe, harbor leasmg provision :did not

- tequire administrative rule making. Reubén H. Donnelley Corp V.
.Drrector Div. of Taxatlon 128 NJ 218 607 A2d 1281 (1992)

i



__property in the business allocation factor.
v. New Jersey Dept. of Treasury, Div. of Taxation, 11 N.J.Tax 241
(1990), reversed 12 N.J.Tax. 255, certification granted 127 N.J. 551, 606 -

CORPORATION BUSINESS TAX 'AC‘TV

O 18:7-83

Corporate taxpayer was entrtled to credit for corporate income tax:
Kettler Realty: Corp. v.. Director, Drv\of,

paid in another state.
Taxation, 12 N.J. Tax 470 (1992) affirmed 14 N.J. Tax 165.

Net worth determination that did not result in unfalr or unreasonable

tax would not be modified on judicial review. . Kettler Realty Corp. v. - -
Director, Div. of Taxation; 12 N.J, Tax 470 (1992) affrrmed 14 NJ. Tax‘ -

165.

Interpretatlon of amendment to corporate tax governmg safe harbor .
leasing provisions ‘did not constitute rulemaking. Reuben H. Donnelley

Corp. v. New Jersey Dept. of Treasury, Div. of Téaxation, 11 N.J.Tax 241

'(1990), reversed 12 N.J.Tax 255, certification granted 127 N.J. 551, 606

A.2d 364, reversed 128'N.J. 218, 607 A.2d 1281.

Corporate owner of -safe_ harbor’ leased property could include: the
-Reuben H. Donnelley Corp.

Al 2d 364, reversed 128 N.J. 218 607 A.2d 1281. :
v

18: 7—8 2 Method of arlthmetrc computatlon requlred .

In computrng allocation percentages division must be
carried to six dec1mal places for example 201614 or 20.1614

per cent.

. : ’ Statutory References -
'N.J;s.A.' 54:10A-8.

‘18 :7-8.3 Right of Director to independently compute N

' allocatlon factor

(a) If it appears that the business allocatron factor com-
puted on the basis of all or any of the property-receipts-
payroll fractions does not properly reflect the activity, busi-
ness, receipts, capital, entire net worth or entire net income

- of the taxpayer in New Jersey, the Director may adjust or, o
the taxpayer may request an ad]ustment of the business - -

allocatron factor.

(b) Reductron in tax for income duplicated on a return

.- filed with another State pursuant to N.J.S.A. 54:10A-8 and

/

this rule—100 percent allocation factor
1. Eligibility: '

“i. Where the Busmess Allocatron Factor under Sec- -

tion 6 of the Act is 100 percent and the taxpayer in fact
paid a tax based on or measured by i income to a foreign
state, resulting in a duplication of income being taxed,

it may, under Section 8 of the Act, apply for a reduc-" k

. tion in the amount of its tax. The reduction is available

only where the taxpayer in its own right acquired a

taxable status in the foreign state by reference to" at

least one of the criteria described at N.J.A.C: 18:7-1.6

as if the New Jersey . Corporation, Business Tax Act
were the law of that forergn state

Example S corporatron does not maintain a regular place
of business outside New Jersey, other than a statutory office.

* It was not a domestic corporation in State X, nor did it meet
any of the other criteria described at N.J.A.C. 18:7-1.6 in

that State which would have created a taxable status in New.

Jersey. Although it was not itself domg business in State X, .
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‘that ‘State and is taxed at an eight percent rate.

~ income as follows:

it was a member of an affiliated group of corporations which .
_ conducted a unitary business in that State and as such is
'-permrtted or required to join- in filing. a combined ‘or
cconsolidated retum in State(X In fact it d1d $0..

\

Any duplication' of income 'bei'ng‘ reported to New. ‘Jer'sey.

~ and to State X may not form’ the basis for a reductron in'the -
. tax‘ : : - :

2. Method

|

i. An eligible taxpayer computes 1ts reductron ona
rider attached to its return by demonstrating that a part

- of entire net income is duphcated on a return filed with
another ‘state. It must attach a copy of all relevant
‘portions of the return filed with the foreign state

~ relating to income reported, the computation of all
* components of its - apportionment fractions and the

. computation of the tax paid to the foreign state. It

must also submit a schedule apportioning all property,
receipts and payroll to a common denominator defined
* -consistent with the return, For purposes of calculating -

. the reductron

/

DIt may be based upon only ) much of adjusted
entire net income appearing on its Corporation Busi- -
.. ness Tax Return as is reported to the foreign state;

-"(2) The formula apportionment used in the for- -
_eign 'state ‘may not exceed the Business Allocation

Factor as determined under Section 6 of the Actand

these, rules

)} It must be computed by using the lesser of the .
tax rates of the foreign state or the tax rate inder the
New Jersey Corporation Business Tax Act.

‘Examplef 1:

Corporatron A does ‘not mamtam a regular place of
business outside New Jersey other than a statutory office.
As a consequence, its Business Allocation Factor-is 100
percent. It sold land for $250,000 which had a tax basis and
book value of $100,000 and was situated in'State Y. Under
the laws of State Y, the entire gain is directly allocable to-
It may
determine the portion of its tax-which is measured by net

)

,Duplicated

| : C . --New'Je'rsey Tax .
: : Income Base ~~ __.in State'Y .
Gross income exclusive of gam o ‘
on sale of land $ 500,000 TR
~ Net gain on sale of land - + 150,000 -~ .$ 150,000
Total income " 650,000
Deductrons — 447,778
Taxable income before net- oper- J
ating deductions and special "
" deductions 1202,222

|

Supp. 12-18-95



- Ad]ustments—NJ Corporatron
: Busmess Tax Deducted—add
’, back

U4 20,000

Entire net income: 8 2_22,222 L
- Tax at 9%—before reduction L8 200000 e
" Formula apportronment not used TR T S
’ / in StateY . R o 100%. .
S Duphcatron of i income . ' R J 150 000
- . Reduction—may not exceed % - X 08
* Tax paid to StateY =~ ' ¢ 12,000' s
. Reduction =~ . 12,000

‘ Paid with retur_n‘ L $ 8,000

Example 2

Corporat1on B does not mamtam a regular place of -
. business outside New. Jersey other than a statutory office. *
- Its-Business Allocation Factor is 100’ percent It did- howev- .

* erstart and complete a construction job in-State Z and paid:

' an’ income tax to ‘that State at a'ten and ‘one-half percent e

rate. It may determine “the - portron of its, Corporatron
:Busmess Tax measured by net mcome as follows: - '

';,/- -

".r‘j, 'NewJerseyTax

L ‘Inoo,me Base - : inState Z
- ;.jTaxable income: before net operat- RS o
ing loss deduction and specral T N
" deductions = - .- F$ 227,500 - $ 227,500 -
pAddACRS $15,000A A
. Less, NJ Deprecratron ~ 12,000 - '13,000_' o 0= e
‘Taxes imposedonor .~ . . o o
"~ measured by income R e T
& from-State Z return - 28,800 - , - 22,5000
'N.J.C.B.T. paid or ac- . CoL S S
crued—addback - 22500 22,500 )
: Mumcrpal bond 1nterest——add Dl
back o+ 70000 + 0-
_ . $ 260,000 250,000 -
. Dwrdend exclusron— o : SR
- =NJ - . 10,000 - 10,000 * = 10,000
- StateZ R | p e L
_ --'Entrre Net Income ; . '$ 250000
. Portion of entire net income du- R e
phcated s ‘ ‘ 240,000-_
- Apportronment (computed below) ) o X k 25 : ‘
v 'Tax@9% ,j : ©00022,5000 60,000
_ _Reductlon 60,000 @ 9% : S = 5400 ‘
+ ‘Reduced Tax R - $ "1'7,1005 »

, Corporatron B computed 1ts apportxonment on 1ts State Z
E return as follows: -~ .~ . : : '

R ‘?\ ‘ o : "v“st_ate z »"évemh'ér‘eﬁ R notes, credits or evidence of an mterest in property and
L '»jevrdencesofdebt o . C
Property ol AT AT R ” c ;
Owned - -, . 8140000 ~ . $500,000 . - (b) Tangrble personal property w1thm New Jersey
'_s_'gp'p..» ;‘1’2\-_'1’;&95!‘- - R ?7"-50-5*_' o

Duplrcated

18 7-84 ‘

n DEPT.v _'()F, TREASURY—TAXATION -

NPT YE N
* Property owned ‘$ 140,000 + '§.500,000 - 28
‘Receipts © 200,000 + 1,000,000 © .20
- Payroll 90000+ 300000 + 30
; »Busmess Allocatlon Factor 78—3 , o o '26‘ .

) .‘_Smce the: apportronment fractlon (25) used in: State Z does -
.. " not exceed the Business. Allocation Factor as it- would have
_been determined under the Act and these: Rules, it is usedf -
- for purposes of determmmg the reductron S

S Amended by R. 1984 d.594, effectwe January 7 1985
o See: 16 NJ.R. 3001(a), 17 NJ R. 115(c) '

(b) added

i Statutory References

Law Revrew and Journal Commentarres

Tax Law Robert 1 Alter, Jay Soled 135 NJ.LJ. 853 (1993)

Case Notes :

LII

See N. J S A 54 10A—8 as 10 nght of Dlrector to mdependently adjust ‘
C..d taxpayer ] allocatlon factor AR

; H‘Leased(atSannual o j RN
’.}rentals) SR + 40,000 -+ 100,000 - o
C L./ .. 180,000 + 600,000 - .30
o e - 200,000 + 1000000._ -2 .
Recelpts double welghted S B
» Payroll - 90,000 + - 300, 000 + .30
Total - S Lo
.’AverageIO 4 L e LS

" The formula apportronment had it been determmed in State :
Z consistent with the Corporatron Busmess Tax Act would
";“‘have been ' : o S

Corporate taxpayer was-: entltled to credit. for mcome tax- pald in- -

NJ. Tax 470 (1992), affirmed 14 N.J.Tax 165.

‘Redetermination of net worth tax which was. not unreasonable or' AR
“._unfair would not-be disturbed. Kettler Realty Oorp v. Director, Dw :
.of ‘Taxation; 12 N.J.Tax 470 (1992) afﬁrmed 14 N.J. Tax 165 . s

Statutory three-factor was appropnate for corporate taxpayer that
‘ had paid taxes in another state. "Hess Realty Corp. v. Director, Div. of .
: Taxatron New Jersey Dept of Treasury, 10 N J.Tax 63 (1988)

“Tanglble personal property”' deﬁnmon and
- scope ’ : -

(a) The term “tangrble personal property shall 'mea'n

yanother state. Kettler Realty Corp. v: Drrector D1v of Taxatlon 12 -

"»corporeal personal property, such  as' machinery, fixtures; ’
- tools, nnplements, goods, wares and: merchandlse and. does
' Mot mean money, deposrts in banks, shares of stock, bonds,



CORPORATION BUSINESS TAX ACT

18:7-85

1 Tangrble personal property is within New J ersey. if

and so long as it is physically situated or located here,
even though it may be stored in a bonded warehouse in
this State. ~ _ o

-

S 2. Property of the taxpayer held in New Jersey by an -

agent,-consignee or factor is (and property held outside

New- Jersey "by an agent, consrgnee or factor is” not)
situated or located within New Jersey.

3. Mobrle or movable property, such as construction -

"equipment or trucks, is wrthm New Jersey based on the

_ratio of time the property is used within the state to the

time the property is used everywhere durmg the perrod
"covered by the return. Lo et

4. Ships are w1th1n New Jersey based ¢ on .the ratro of -
time the vessels are in operation-in’ New. Jersey to the

time-the vessels.are in operation everywhere and includ-

‘ing all sailing days, days in- port for loading, unloading,

ordinary frepairs’ refueling Or'provisioning as operation.

5. Aircraft ‘used by arrlmes are | within New Jersey'

based on the ratio of takeoffs in regular scheduled or

" charter flights that occur durmg revenue ;service from .

" points in New Jersey to the total of all such takeoffs
everywhere Aircraft used other than by- arrlmes in reve-
nue service are within New Jersey based on the ratio of

_takeoffs from points in New Jersey to the total of all -

takeoffs everywhere when the aircraft are. in use

6. ‘Consistent with. N.J. SA. 54 10A—6(b)
used in the communications industry are included.in the
denominator of the property fraction but the numerator

shall include a portion of such property based upon the

ratio of ground stations serviced in New Jersey to the
number of all such ground stations.

\

(© Tangrble personal property in transit

1. Property in transit fromx a point 1n New Jersey to
another point in New J ersey is-situated or located in New.
Jersey

2. Property in transrt from a point outsrde New Jersey

satellites )

to another point outside New J ersey: 'is situated or located

without New Jersey, - . TN

3. Property, while in transit from a point outside New
Jersey to a point in New Jersey or vice-versa does not
have a fixed situs either within ‘or without the State and,

" therefore, wrll not be deemed to be “situated” or “locat-

ed” either wrthm or, without New Jersey and accordingly,
such property while 'so in transit should be omitted from

both the numerator and the denommator of the property :

fraction. -

4. - Property ceases to be in tranSi‘tFWhen itis delivered

to or becomes subject to actual possession by the owner at -

the pomt of destrnatron

Amended by R.1987 d 137, effectrve March 16, 1987
See 18 NJ.R. 627(a), 19-NJ.R 464(a)

e st

~ (b)3.-6. added.

Statutory References

“ See:. N.JS.A: 54: 10A—6(A) as to computatron of the property frac- '
tron

: Case Notes . .. . _
“Tax benefrts ‘obtained through safe harbor leases do not constitute

- “real intahgible personal property”-for purposes of-Corporation Busi-

ness' Tax Act which permits corporation to’include only its real' and’
tangible' personal propérty in thé property fraction of the formula used
for determining that portion 'of the corporation’s net income and net . -
worth attributable to its activity within the state. Reuben H. Donnelley
Corp V. Dlrector Div. of Taxatron, 128 N.J. 218, 607 A. 2d 1281 (1992)

18: 7—8 5 Busmess allocatron factor' property fractron o
’ - derived from average values °

(a) The percentage of the taxpayers real and tangrble' 3
personal property within New Jersey is determined by divid-

ing the average value of such property within New Jersey by

the - average. value ‘of real ‘and: tangible personal property’ )

v, within and w1thout New J¢ ersey

, »1., Average values in both the numerator and denomi-
" nator-shall be determrned without deduction' of any en- -
_ cumbrance

(b) The term “taxpayer s real -and tangrble personal prop-
erty” shall include property owned, leased, rented or used
by the taxpayer during the period covered by the return and"
shall exclude property not yet in service or removed from

-service during that perrod Property or- equrpment ‘under ..

construction (exclusrve of - inventory work in progress) is
excluded from the property fractron until 1t is completed

(©) The average values used in determmlng the property
fraction of the allocation factor are normally based on book
value with respect to property owned, including property on’
consignment - (consignor).

rent during the period covered by the return. Subrents do

"not reduce-annual rents, but rather enter into the determi- .

nation of the receipts fraction.. Property that is used ‘which*
is neither owned, leased or rented should be valued at book_
value but if the books do not disclose a fair value or disclose
a minimal value then that property should be shown at fair
value, which for this. purpose would be market value, includ-
ing, but not limited to, loaned property, bailments, etc.

Property on consignment ‘held by the consignee is consid-

ered property used. Leasehold improvements are treated as
owned by the taxpayer. The numerator and the denomina-
tor shall “take -into- account "depreciation disallowed at
N.J.A.C. 18:7-5.2 where the taxpayer accounts for its prop-
erty on a Federal income tax basis on its books. ‘

© (d) The overriding objective’ is a fair and reasonable

. apportionment of entire net income by weighing the alloca-

tion factor for the portion of the real and tangible personal

- property ‘owned, leased rented or- used in' th1s state

~ Supp. 12-18-95

o~

Leased or rented property is.
valued at eight times its annual rent, including any amounts
“(such as taxes) paid-or accrued in addition to-or in lieu of



" DEPT. OF TREASURY—TAXATION -

: Example 1 Taxpayer is the lessor of equrpment
~ Consistent with generally. accepted accounting princi--
" ples it accounts for its capital leases as completed sales
" Consistent with prmcrples of tax accounting, it accounts
~for that same. leasmg as net rental income whrch is
: reported as entire net income.

. That entrre net income is apportroned by use of the
- allocation factor which must include the property frac-

~tion. That property fraction must reflect the percent- "
" age of the taxpayer’s real and tangible personal proper- .

“ty within. New Jersey, including the leased. property,
despite the fact that the property no longer appears on
the books of the corporation in order to effect a fair
and reasonable apportronment of. entrre ‘net mcome

Example 2: Taxpayer is engaged in long term con-
struction - contractmg
come for tax purposes on the completed contract meth-
od of accountmg It recognizes income on a contract -

' in a tax year where its property was :removed .to other
: taxmg Jurrsdrctrons to work on unrelated construction in
progress Do _ USRI 2

That property fractron must reﬂect the average value'

. of the taxpayer’s real and tangible personal property-
inside ‘the state and everywhere during the period of
construction -to falrly and reasonably  apportion ‘the
‘entire net income repprted for the perrod covered by
the return

As amen'ded R.1983 d.62, eff. March 7, 1983 . -
See: 14 N.J.R. 1206(a), 15.N. J R 343(d).. . o
Added 3. to (@). - - : T
Amended by R:1986 d.284, effective July 21 1986
See: 18 N.JL.R. 627(a), 18 N.J.R. 1487(a).
Substantrally amended.

)

_ Law Review and Journal Commentarres . L
Steven P. Bann, 136 NJ LJ No. 15,78 (1994)

Taxes.

B N\

. ‘ Case Notes SR A
‘Regulation adJustrng calculation of franchise taxes on corporations:

doing business in state was authorized. - Brunswick Corp v. Director,

Div. of Taxation, 135 N. J 107 638 A.2d 805 (1994)

" Regulation governing computatrons from property leased by multi-
state corporate taxpayer did not exceed Director’s autherity. * Bruris-

wick Corp..v. Director, Div. of Taxation, 13 N.J.Tax 136 (A.D. 1993),
. certification granted 134 N.J. 476 634 A, 2d 523, affirmed 135 N.J. 107,

638 A 2d 805.

Delegatron to Director of Division of Taxatron authorrty to compute

interstate .income applicable to New Jersey.was not improper. Bruns-
wick Corp. v. Director, Div. of Taxation, 11 NJTax 530 .(1991),

affirmed 13 N.J .Tax 136, certification granted 134. NJ 476 634 A2d '

523, affirmed 135 N.J. 107, 638 A.2d 805.

Tax 1mposed on multrstate corporate taxpayer was not hmrted to
owned property. - Brunswick. Corp. v. Director, Div. of Taxation, 11

N.J.Tax 530 (1991), affirmed 13 N.J.Tax 136, certification granted 134 . ‘

N.J. 476, 634 A.2d 523, affirmed 135N.J. 107, 638 A.2d 805.

Determmatron of constrtutronahty of allocation .corporate income to
various states requires examination of evidence: Silent Hoist'& Crane ,
Co., Inc. v. Taxation Div; Director, 9 N.J.Tax 178 (1987).. " - -

S 11595

\
N

It has elected to -recognize in-

- Administrative fairness in allocation of corporate -income “requires
_ 'determination of whether allocation property reflects. corporation’s
activities.
N.J.Tax 178 (1987)

Evidence that allocation’ of corporate 1ncome o state is requrred to E

invalidate allocation. Silent Hoist & Crane Co., Inc v Taxatron Div.
Dlrector 9 N J.Tax 178 (1987) ’ o

* Lack of ratronal relatronshrp between corporatron s New Jersey pres-
.ence through a real estate operation and its out-of-state manufacturing.
operations which’ the. State sought to tax precluded taxation of the
latter; no rational relationship found between the corporation’s New
Jersey presence and its -securities portfolio to permit taxation of the
portfolio’s income; ".other factors of corporation’s-operation held insuf-

-ficient indicia to warrant taxation of'the corporation as- a unitary
business.”
5 NJ.Tax 242 (Tax Ct.1983),- affrrmed per curiam 6 N.J.Tax 348
(App.Div.1984), reversed and remanded 100 N.J. 1, 494 A.2d.775
(1985) certiorari denied 106 S.Ct. 409, 474 U.S. 995, 88 LEd 2d 359 on
" remand 9 N.J.Tax 178. -

18: 7—8 6 Average value' computatlon perrod

-(a) Average value is generally computed on a quarterly

basis where the taxpayer’s usual accountmg practrce permits
- such computatron A v { N !

(b) At the optron of the taxpayer or'the Drrector a more

frequent - basis (monthly, weekly -or daily) may be used.

" Where the taxpayer’s usual - accountmg practice does not.

Silent. Hoist . & Crane Co., Inc. v. Taxatron Div. Director, 9. .

Silent Hoist & Crane Co.; Inc. v. Director, Div. of Taxatron, i

_ permit computatron of average value on a quarterly or more - .

frequent basis, a semi-annual or annual basis may 'be used -

where no distortion of average value results. ~If any basis

other than quarterly is used on the return, such basis and
“the reasons therefor must be fully explamed on a separate o

‘rider.
Lo _ 'Case Notes

Provrsron in NJ AC 18:7-3.4 for computatron of tax based upon
number of shares authorized compared to real and personal property
alternatrve tax as mean average value on a quarterly basis.. General

Tradmg Co., Inc. v. Drrector Drv of Taxatron, 83'N.J. 122, 416 A.2d 37

- (1980).

18: 7-8. 7 Busmess allocatlon factor, determmatlon of
recelpts fractlon s Rhe : -

/ ‘ (a) The percentage of the taxpayer s recerpts wrthm New-

"Jetsey is determined by ascertaining the taxpayer’s receipts
allocable to New Jersey during the period covered by the

return and dividing the sum of the receipts by the taxpayer’s.
total receipts wrthm and wrthout New Jersey durmg such’

perrod S TN

)t

(b) The receipts of the taxpayer. are to-be computed on,.
the cash, accrual or other method of accountmg used in-
~.computation of its net income for Federal income tax .
However, the numerator and denominator of the -
-/, receipts fraction must, in any event, relate to the entire net

‘purposes.

mcome recogmzed durmg the perrod covered by the return.

7-52
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Example 1
Taxpayer is engaged in .long-term construction contract-
ing. It has elected to recognize income for tax purposes on

the completed contract method of ’accounting’whereby it -

recognizes the net income on its. contracts in their entrrety
in the year of completron .

)

The composition ‘of the' receipts fraction must be. deter-

~mined in harmony with the entire net income to which it

relates. The numerator and denominator of the receipts
fraction must reflect the entire contract revenues on com-
pleted contracts recognized in entire net income during the
perrod covered by the return.

, Example 2 “
Taxpayer recognizes income on a sale for tax purposes on
the installment method. The numerator and denominator

‘of the receipts fraction should include the same proportion -
of the sale as is prorated as recognized income to the year:

covered by the return.

(c) Entire net income shall be mcluded or excluded as-

follows: " , ;
1. "All income which is included in entire net income
enters into the numerator and denominator of the re-

cerpts fraction.

2. Any income - whrch is excluded from ent1re net
income is also excluded from the numerator and:denomi-

nator of the receipts fraction, except for banking corpora- -
tions with international banking facilities as provrded in

P.L.1983, c.422. See N.J.S.A. 54:10A-6.

Example
Drvrdends recognrzed as income for purposes of deter-
mining Federal income tax but which are .excluded from
entire net income under Section 4(k)(1) of the law must also
be excluded in computmg the receipts fractron

Amended by R. 1985 d. 43, effective February 19, 1985
See: 16 N.J.R. 3420(b), 17 N.J.R. 477(a).
(b) substantially amended and Examples added

Statutory References ‘

See N.J. S A. 54: 10A-6(B) as to factors mcludlhle in determination of
recerpts fraction. . -

-18:7-8.8 _ Scope of allocable receipts ,
(a) Unless otherwise noted herein, receipts from the fol- .

lowmg are allocable to New Jersey: .-
1. . Sales of tangible personal property where shrp-

ments -are made to pomts in New Jersey. Delivery of
goods to a purchaser in this State is a shipment made toa

point in New Jersey regardless of the F.O.B. pornt or the
fact that the goods may subsequently be resold and trans-
shipped to a point outside this State.

i. The sale of goods shrpped to a New Jersey cus- .
tomer where possession is transferred in New Jersey -~

_Tesults in a recerpt allocable to New J ersey

18:7-8.8

. _ lExample ' .
Taxpayer, . a manufacturer- located outside of New Jersey, v
transports goods ‘directly to a customer’s location. in New
Jersey. Since possesSion of the goods is transferred in New

Jersey, shipment is deemed to. be in this State resultmg in -
. receipts allocable to this State. ‘

, ‘i, The sale of goods shipped to a non-New Jersey .
' customer where possession is transferred i in New Jersey
results in a recerpt allocable to New Jersey b
Example . \
Taxpayer, a manufacturer located outside of New Jersey,.
transports goods -into New Jersey where such.  goods are

-picked.up. by a non-New Jersey ‘customer or a customer’s
- representative in New Jersey for further transportation out-

side of this ‘State. 'Since possession of the goods. passed
between ithe taxpayer and its customer in New Jersey, the
sale results in recerpts allocable to New Jersey.

 iil. . The sale of goods shrpped by a taxpayer from ,
" outside of New Jersey.to a New Jersey customer by a
“common carrier results in a receipt allocable to New
Jersey. - The common carrier is deemed an agent of the
- seller regardless of the F.O.B. pomt -

, Example o ;
Taxpayer, a manufacturer located outsrde of New. Jersey,
transports .goods by a common carrier to a New Jersey
facility where the customer takes possession of the goods.
Since the common carrier is deemed to be an agent of the

~taxpayer, the common carrier’s transportation of the goods
- into the possession of the customer in New Jersey results 1n‘

receipts allocable to New Jersey.

iv. The sale of goods shrpped from outside of New

' ..,Jersey to a New Jersey location where the goods are
picked up by a common carrier -and transported toa -
customer -outside of New Jersey results in receipts

* which are not allocable to N ew J ersey

, ‘ 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 prrvate 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 the F.O.B. point, the shipment by the common

- carrier from a point in New Jersey to a point outs1de of New .

J ersey results in receipts not allocable to New J ersey
-2, Serv1ces performed in New J ersey;
3.  Rentals from property situated in New J ersey, ,

4. Royaltres from the. use in New Jersey of patents or
’ copyrrghts, R - : o N
5.+ All other busrness recerpts earned in New Jersey
See example in N.J.A.C. 18 7—8 7(c) '} .

a

T | . Supp. 12'_.13.9‘5:



L ,examples

";a,:.tron of ‘the receipts fraction.

DEPT OF TREASURY—TAXATION

»Amended‘ by R:1985 d 43 effectlve February 19 1985 o
~ See: 16'N.J.R. 3420(b), 17 N.J.R. 477(a) el

"', Substantially amended.

-Amended by R.1989 d.311, effective June 19 1989

L ‘See: 21 NJR 438(b), 21 NLR. 1744(0).

‘Exceptions to recerpts allocable to New 'Jersey added at (a)lr iv, thh

Statutory References ‘

- See NJ\SA 54 10A—6(B) as to factors mcludrble in computmg
: ,recerpts fractron .

«

18 7—8 9 Recelpts from sales of capltal assetS° when o
SR 1 includible ©

X .‘(a) The gross recerpts from sales:of caprtal assets (prop-
erty not. held by the taxpayer for sale to customnersin'the.

* - regular -course of business) either within or without New
- Jersey should not be included in either the numerator or
- "denominator of the receipts fraction. ‘The net: gains from

. ‘such sales which are included-in entire net:income:are the
-amounts which are pr:operly to be included in tthe computa-’

‘numerator in the. computatron of the. recerpts fractron a net
loss should not offset anet gam

IR

For the purposes. of the

The $300 net gain is mcludable in the denommator of the e
g 'recerpts fraction in‘all cases.

The computation to arrive ‘at-
the:amount to be included in the numerator is grven in the
followrng examples ’ ) :

.

Example I:

: ‘\t the trrne ol'salt. Propertx #l was Iocated wrthm Neu Jersey whereas; “ e .
' Propert) #2 and #3 were located outslde New Jersey. S '

8400,

< Amount of N.J. Gains
S)OO

~Total G.nns

: fl'..lCllOl’l

= 80% x S?OO (net Vgam)

$240“

The amount of $240 is to be mcluded in the numerator of the recelpts ERE

Example 2

/\t the tlme of sale Properly #1 and #3 were located outsrde New

. Jersey, whereas Property #2 was, located within New Jersey

Amount of N.J: Gains. _-0- _0- s

Total Gams $500-

" There is nothing attributable- to this transaetton whtc.h vnll al‘fect the. -

B numemtor of the recelpts fractlon

0% x $300 (net gain) =0

NP SR

Example 3

) At the tinie of sale Property #1. and #3 were: located wrthln New Jersey
- whereas Property' #2: was located outside New. Jersey L

-$500-
SSOO

“Amount’ of N.J. Gams
Total Gams

_ing of real estate or the buying - or sellmg of securities for

- trading purposes, these assets are not deemed to be caprtall
"assets and ‘the gross. receipts from the sales ‘thereof are
mcluded in the same manner as other mcludable recerpts v

Amended by R 1985 d 43, effectrve February 19 1985
" See: ‘16 N.JR. 3420(b), 17 NJ.R. 477(a). . .~ .
(a) substantrally amended and examples added

S ‘ Statutory References o
. See N 1S A 54 10A—6(B) as to what tangible personal property shall

o be mc]udrble when computlng taxpayer ] recerpts fraction,~

’_-"S._ilppi_, 1;:231_‘8-95:1 L

= 100% x $300 (net géin). = ,,55300‘

(b) Where the taxpayer s busrness is the buymg and sell-

. Case Notes

- Rule held to impose restriction. not warranted by statute, only- net
- gain’ from sales of tangible personal® property”includable in’ receipts.

$200

ILLUSTRATION
' FACTS S
2 v‘Selhng Pnce M " . ‘Net Gain jNet Loss - ‘:'“‘_
Property #1. = $1,000 $ 600  $400
“Property #2.. 2,000 72200
-~ Property #3° .3,000 ©2,900 __100 -, :
FEE o °$500  $200 -
e e 00y
_Amount'of gain,, appear_ing on Schedule A '$300

fraction of the-business allocation formula of the Corporation. Business: .- -

- Tax ‘Act; income derived from the sale or redemption of short-term
obligations and the interest. increment realized upon the sale or re-- " -
demption of such obligations- issued at :a discount were includable in-
. receipts fraction of the business allocation formula. American Tele-
. phone. & Telegraph Co. v. Director, Div. of Taxation, 4 N.J. Tax 638 -
(Tax -Ct.1982), ‘affirmed:194 N.J.Super. 168,476 -A.2d "800 (App D1v o

1984) certlflcatron denled 97 N.J. 627,483 A. 2d 157 (1984)..

18 7-8. 10 - Recerpts, compensatron for servrces .
(a) Receipts from services performed wrthrn New Jersey‘ :

are allocable to New J ersey

L

5-54
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\

_paid were performed in New J ersey.
services for which commissions were paid ‘were performed
for the taxpayer by salesmen attached to or working out of a

~New Jersey office of the taxpayer, the taxpayer’s services will

,‘.submrtted with the taxpayer s return

CORPORATION BUSINESS TAX ACT

1. All amounts recerved by ‘the - taxpayer in payment‘

for such services are. allocable, regardless of whether such

services were: performed by employees or agents of the

taxpayer, by subcontractors, or by any. other persons -and
regardless of whether the receipt is accounted for as an
item of i income or a reduction in expense.

2. Itis nnmaterral where the amounts ‘were payable or-.

where they actually were recerved -

“(b) Commlssrons _recerved by the taxpayer -are allocable to
New Jersey if the services for which the commissions were

be deemed to have been performed in New Jersey

Example

\

. The. taxpayer is a’ New Jersey sales agent of a Pennsyl-‘w

‘vania -manufacturer and- receives m New Jersey an
order from a New York customer.

by shrpment direct to the customer.
commrssron 1s allocable to New J ersey

The - taxpayer s

() Where a lump f's'um is receiVed by ‘the taxpayer in
payment for services within and without' New Jersey, the
amount attributable to services performed within New Jer--
. sey is to be determmed on the basis of the relative values of,

or amounts of time spent in the performance of ‘those
services within and-without New Jersey, or by some other
reasonable method whrch should reflect the trade or busi-

ness practice and economic realities underlying the genera-

tion of the compensation for services.  Full details' must be

Example 1

v Taxpayer derrves advertrsmg revenues in the course of
' broadcastlng televrsron or radio programs.
* tising rates based upon the listening audience it has succeed-
ed in reachrng The -appropriate method of assigning the
portion of its- advertrsmg revenues attributable to services '
“performed in New Jersey is based upon the proportron of its . * =

It sets its adver-

C hstenmg audrence in New Jersey

If the taxpayer’s’

The order is for-:
warded to the manufacturer which accepts it and fills: it

187810

Example 2:

Taxpayer edrns. income from the sale of -long drstance
telephone communications service. It bills the orrgmators

~of long distance telephone calls directly’ and for all calls-

placed by them. The appropriate method of allocating its
long distance toll revenues attributable to 'services per-

formed  in- New Jersey is based upon bﬂlmgs for calls -
ongmatmg in New Jersey.

1. Certam lump sum payments for services performed
within - and without New Jersey must be: apportroned in
the following manner “in -order to result ina fair and:

) reasonable receipts fraction. - o o

i, Securities and commodities brokers executmg or-

N :ders on- an exchange are to allocate. commissions de-
" rived from the execution of purchases or sales orders
for the accounts of customers to New Jersey as follows:

(1) 80 percent of commissions on orders orrgmat-
ing:at any New Jersey place of business; plus

(2) 20 percent of commissions-on- ,orders ‘executed - -
- on any exchange located in New: Jersey. o

1i. - Transportation revenues of an airline are from -~

services performed in New Jersey based on the ratio of
'departures from New Jersey to total departures. De-
‘parturés may be weighted as to cost and value of

_ aircraft by type where weighting would give a more farr E
~.and reasonable business allocatron factor '

" iii. Inland frerght revenues must be segregated into -
~ two components. The numerator of the receipts frac-
~tion attributable to receipts from services performed

wrthm New Jersey is the sum of: '

(1) A portion of such frerght attrrbutable to long .

drstance hauhng is calculated based upon the propor-

tion of the taxpayer’s costs of long distance haulmg to -

- the sum of the costs of long distance hauling, termi- -

“nal operatrons and local prckup and delivery durmg :

- the period covered by the return and. included in the
- -~ receipts fraction based- upon the proportion of reve-

~‘nue miles in New Jersey to revenue mrles every- .

-where plus Do S »

*(2) The balance of freight revenues are.in- the.

““humerator of the receipts fraction based on the - N
proportron of total revenues from goods consigned to -

- points wrthrn New Jersey to total frerght revenues.

: (3) The computatron of the recerpts fractron must .
5 accompany the return. . : : '

' Supp. 12-18:95
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DEPT. OF TREASURY—TAXATION

lllustrauon
- .Local plckup and delivery costs and e - ‘»{
. " terminal operations costs - : $525,000 '
\ Long distance hauling costs 225’0006 o
" Total '$750,000‘ MRS
Revenue miles in New Jersey - 100, ’
Total revenue miles , 500,000 )
Consignments to points in New Jersey,, ; - 450,000 :
: Total freight revenues s -~ $1,000,000
B i 225000 - 100,000 _ -§60000 . '
| $‘°°°°°° x 750,000 < 300000 o
. ~.525,000 - - 450,000 . _ . “q¢ar
: : : = $315,000 _
1000000 X 55556 X 1560,000 e
Recerpts from services performed |
within New Jersey - $375 000

" Assuming no other recelpts enter into the computatnon therecerpts »

. 5. 375000
fractron is 1000000 or. .375000

(d) If a taxpayer receives a lump sum in payment for
services and -also for materials or-other property, the sum

- received must be apportioned on a reasonable basis

1. - That part apportroned to . services performed is
includible in receipts from services; and’ ~

/2. ‘That part apportloned to materrals or other proper-
ty is includible in ‘receipts from sales ,

, 3. Full detalls must be submrtted with the taxpayer s
greturn K : C T \

(e) Recelpts arrsmg from the sale of management admm-
istration or distribution services to a regulated investment
company shall be allocated to ‘New Jersey to the extent that
shareholders of‘the'regulate’d investment company are dom-
iciled in New -Jersey in: accordance w1th the procedure.
prescnbed in. this subsectlon

1. The portlon of recelpts deemed to arise from ser-
vices performed within New.J ersey shall be determined by
" multiplying the total of such receipts from the sale of such
services by a fraction. The numerator of the fraction is
the average ‘of the sum of the beginning of the year and
~ the end of year balance of shares owned by the regulated!
~investment company shareholders domiciled in/New Jer-
sey for the regulated investment company’s taxable year
“for Federal income tax purposes which ends within the
'_.taxable year of the taxpayer. The denominator of the -
fraction is the average of the sum of the beginning of the ¢
" year -and ‘end of year balance of shares owned by the : -
regulated investment company shareholders. A separate
*_computation is made  to-determine  the allocatron of re-
ceipts from each' regulated investment company.
2. For the purposes of this section:

J-

 Supp. 121895 I | 756 }' :

-and under N.J.S.A: 54A:1-20 in the case of an estate or
-~trust ‘and in the case of a business entity where the
.actual seat of management or control is located in the

'recor_}ds of the regulated investment company. In the
case of a nominee holding the investment on behalf of =~

!

i, “Administration ‘ services” includes clerical, ac-

‘ countmg, bookkeepmg, data processing, internal audit--

ing, legal -and tax services performed for a regulated
investment company but only'if the provider of such.
service or services durmg the taxable year in which such ’
service or services ‘are sold also sells management or

 distribution services, as defined herein, to such compa-
ny, v P

i, “Distribution services” means the servicés of ad-
vertising, servicing investor accounts (including redemp-
tions), marketing shares or selling shares of a regulated
~investment company, but, in the case of advertising,
servicing investor accounts (including redemptions) or
marketing shares; only where such service is performed:

_ by a person who is (or was in the case of a closed end

company) also ‘engaged in the service of selling such.

' shares. In the case of an open end company, such -

service of sellmg shares must be performed pursuant to- -
a contract entered into pursuant to section 15(b) of the
Federal Investment Company Act of 1940 as amended

: i - “Domicile” shall’ have the meaning ascribed to it
under N.J.S.A. 54Ai1-2m in the case of an individual

State; provided, - however, “domicile” shall be - pre-
sumed to be the shareholder S mailing address on-the

its customers; the mailing address of the customer:shall .

~be deemed to be the domicile of the shareholder.

; L N



CORPORATION BUSINESS TAX ACT

iv. “Management services” means the rendering of
investment advice to a regulated investment company,
making determinations as to when sales and purchases
. of securities are to be made on behalf of a regulated

'investment- company, or the selling or purchasing of -

_securities constituting assets of a regulated investment

company, and related activities but .only where such’
activity or. activities -are performed pursuant to a ‘con-
tract with ‘the regulated investment company entered -

into- pursuant to-section 15(a) of the Federal Invest-
ment Company Act of 1940 as amended '

V. “Receipts” shall rnclude amounts received drrect-
ly from a regulated investment company as well as
amounts received directly from the shareholders of such
- regulated investment company in their capacrty as ‘such.

Vi “Regulated investment company” means a regu-

lated investment - company as defined in NJS.A. .
54:10A-4(g) and meets the requirements of Section 851

of the Federal Internal Revenue Code.

" Amended by R1979 d.45, effective February 6,1979. -

See: 11 N.J.R. 40(d), 11 N.J.R. 150(b). :
Amended by R:1985 d.43, effective February 19, 1985.
See: 16 N.J.R. 3420(b), 17 N.L.R. 477(a): :
(c) substantially amended and examples and 111ustratron added

" Amended by R.1989 d.439, effective’ August 21, 1989.

See: 21 N.JR. 1106(a), 21 N.J.R. 2527(a)
Added subsection (e)1-2vi.

Administrative Correctron to- (c)

See: 21 N.J.R. 3477(a).

Administrative Correction to (c) and Example, 1

See 22 NJR. 363(a)

Statutory References

See N.J.S.A. 54 10A—6(C) as to- includability of compensatron for
personal servrces in receipts fractron
- - \.

’ 18 7—8 11 Recelpts, rents and royaltles

(a) Recerpts from rentals of real and personal property

situated in New Jersey, and royaltres from the ‘use in New -
Jersey of patents or copyrrghts are allocable to New Jersey.

1. ~Receipts from rentals include all-amounts recerved

by the taxpayer for the use or occupatron of property,

whether or not such property-is owned by the taxpayer.

2 Rece1pts from royalties include ‘all amounts re-

ceived by ‘the taxpayer for the use of patents or copy- -

rights, whether or not such patents or copyrights were
orrglnally 1ssued to or are owned by the taxpayer.

3 A patent or copyrrght is used in ‘New Jersey to the

extent that actrvrtres thereunder are carried on -in New'

J ersey.

Statutolry References

See NJ S. A. 54; 10A—6(B)(5) as to includability of rents and royaltres
in computmg recerpts fractron {

! . . |
; i

i . )

T S 157

- New Jersey are earned in New Jersey

CRNENTe) 18781

18:7-8. 12 “Other busmess recelpts

/

(a) All other business receipts earned by the taxpayer -

--within 'New Jersey are allocable to New Jersey. Other .

business- receipts include all 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 subsrdres or proceeds ’

‘ from sales of scrap.

. (b) For treatment of dividends see N. J.A. C 18 7-8. 7(c)2
Example

{

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

(d) Recelpts from the sale of real property s1tuated in _b

\

(e). Intar'rgible income not 'apportioned by other vproyi-"‘ :

sions of these rules is included in the numerator of the
' recerpts fraction where the taxable situs of the intangible is

in this State. The taxable situs .of an intangible is the
commercial, domicile of the owner or creditor unless the
intangible has been integrated with a business carried on in

- another state. Notwithstanding that the commeércial domi- .
“cile is outside this State, the taxable situs is in New Jersey to
‘the extent that the intangible has been mtegrated with a’
‘.bllSlllCSS carried on in this State. : :

A

Example Taxpayer has its domrcrle outsrde this State. It
is in the business of lending money,. some of which is loaned .
to New Jersey. residents. Interest mcome recognized . from
such loans is income derived from sources within this State -
and, as such, is earned in New Jersey. - That interest income
is - includable, in the numerator of the recerpts fraction.

(f) For -treatment 'of non-operatronal mcome se
,N.J.A.C, 18:7—8.17. : : s DA Lo

Amended by R.1985 d.43, effective February 19, 1985
See: 16 N.J.R. 3420(b), 17 N.J.R. 477(a).

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

. < . KN
Cro‘ss ‘References

Se¢ subsection (g) of section- 8.8 (Scope of allocable receipts). of this
chaptet as to treatment of dividends received from subsidiaries. See

_ section 8.9 (Receipts of capital assets;. when mcludlble) of thrs chapter

as to treatment of recerpts of caprtal assets.

f Statutory References. -

i

See NJ. S A. 54: 10A—6(B) as to includibility ‘of all busmess recerpts ‘

v earned within New Jersey in: recelpts fractron

Supp. 12-18-95
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18’ :7-8.13- Business allocation factor; pay‘roll fraction =
" (a) Wages, salaries and other ‘compensation “include  all.

. amounts paid for personal services rendered to the taxpayer,
_but do not. include amounts paid of the taxpayer which do

-~ not have in them the element of compensation for personal g

' servrces actually rendered orto be rendered

, (b) The percentage of the taxpayers 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 - compensatron of all the

taxpayer s employees durmg the perrod

All executive salaries are mcludrble in both the_ :

numerator as apphcable and the denommator

2. In general a taxpayer reportlng 10 the Drvrsron of '
vEmployment Security in"the New Jersey Department of - ‘
Labor must: -allocate to New Jersey all wages, salaries and .
- other personal servrce ‘compensation, and - other’ items .
- *reportable to that, Drvrsron, including the portions thereof,.
~o-in 1nd1vrdual cases, over $6,200 for the calendar year 1978'
~.and $6,600 for the calendar year 1979 and. for subsequent
_years: the amount prescribed by the New Jersey Depart-

~ment of Labor. (As a point of reference, such base wage

“(c) Wages, salanes and other compensatron are comput-. S

' -"\Federal income tax purposes

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

Statutory References ’

See N J.S.Al 54 10A—6(c) as to treatment of - wages, salanes and other‘

personal service compensatron of taxpayer s employees

: 18: 7-8 14 Defimtlon of officers and employees B

(a) Those officers and employees whose wages, - salarres S
: and other personal service compensation are required to be
: included in the compuitation of the payroll fraction of the - -
~business- allocation “factor' inclide every. individual,, officer
- and general executive offrcer whose relationship- w1th the

v axpayer is that of employee and employer

(b) Generally, the relatlonshrp of employer and employee

‘exists when the taxpayer has the right to control and direct .

the individual not only as to the result to ‘be accomphshed E
" by him but also as to the means by which such result is to be

accomplrshed If the relationship of- employer and employ-

e exists, the desrgn ation or description of the relatronshrp,’ . under ‘this subchapter in the usual way. For the purpose, of

, allocatron, ‘however, all amounts attrrbutable, directly or
- indirectly, to the production of the ehgrble net income of an
. international banking. - facrhty as defmed
18:7-16.1, shall be included ‘in" both the- numerator - and o
,denommator of the fractions described in"this subchapter, L
whether or not such -international bankmg facrhty income
. amounts are otherwrse attrrbutable to New I ersey

.. and the measure, method or desrgnatron of the compensa-
- tron, are 1mmatenal e .

(c) Compensatron pard to offrcers, such as the Charrman,

: Presrdent Vice-President, Secretary, Assistant “Secretary, -
. Treasurer, Assistant Treasurer, Comptroller, and’ any other -
“officer charged with and performmg general executrve dutres .

, vof the corporatron must also be included. -

| ,_,."-’Supp. 121895

'."18:7-,8.15

Py

7.58 -

(d) A drrector of a corporatlon is not an employee

ftherefor compensatron paid to directors for acting ‘as such .
; _should not be included in either the numerator or denomr-
_mator in computmg the payroll fractron SN

Statutory References

See N.J. SA 54t 10A—6(c) as to mcludrbrhty of wages salarres and .

Compensatron of officers and employees w1th1n
New J ersey: -

(a) Compensatlon of officers and employees wrthm this
- State shall include. the entire amount of wages, salaries and
- ~other personal service. compensatron for servrces performed-
' j-wrthm or both within and without thrs State if:

._01. .

R

1 The servrce 1s performed entrrely wrthrn thrs State -

2 The :-Service"ifs fperforrned both within and without‘-’

‘uother personal _service compensation of officers of taxpayer, and. " )
54:10A-7 as to deflmtlon and scope of “compensatron of officers ‘and.
i vemployees T ' - '

this State, but the service performed without the State is -

" incidental to the individual’s service wrthm the State. For
T s example, service whrch is temporary or transrtory in na- .
‘amount for 1992 was $15,300. and. for 1993 was $16 000.) '

: ture or which consrsts of 1solated transactions; -

- The base of operatrons, or, if: there is-no base of
n operatlons, then the. place from: ‘which the service is -

“ directed or controlled is in thrs State, or

o The base of operatrons or place from: Wthh the :
- service is directed or controlled is not in any state in -
which some part of the service is- performed but the

‘ .mdrvrdual’s resrdence 1s in this State; . -

4, Contrrbutrons are ot required or pa1d w1th respect '

“to such service under an unemployment compensatron law
of any other state. o

: I3
‘ Statutory References

compensatron of ofﬁcers

: »[18 7-8. 16 Allocatlon' Intematlonal Bankmg Facllltles ,

‘3. The servrce is not performed entrrely in any state . -

ed on the cash or accrual basis, in accordance with the f_-but some of the service is performed in_this State; and

"method of accountrng used by the taxpayer in reportrng for._

“See NJSA. 54: lOA-6(C) as to- mcludrbrlrty of compensatron of -
offrcers ‘of taxpayer, and 54:10A-7 as to defmmon and scope of .

Any banking corporatron having an international bankmg, V o
facility, which maintains a regular place of business (other

than a statutory offrce) 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)2v11, shall complete the allocation factor -

in NJAC.



