
CORPORATION BUSINESS.TAX ACT. 

Amended by R.l970d.121, effective October 5, 1970. 
See: 2 N.J,R 78(a), 2 N.J:R. 95(a). 
Amended by R.1979 d.45, effective February 6, 1979. · 
See: 11 N.J.R.AO(d), HN,J;R. 150(b). ·.·. 
Amended by R.1983 d.62; effective March 7, 1983. 
See: 14 N.J.R. 1206(a), 15 ~.J.R. 343(d). 

Added "accounting peribd before July 1, 1986". to (a) ... Added 
"accountipg period before April1, 1983" to (a)l.i and ii. Added (3) to 
(a). Also added (b). . . . ·. . ·... · 
Amended by R.1994 d.186, effective April 18, 1994 .. 
See: 26 N;J.R. 761(a)J,26 N.lR.1696(b), · 

Statutory References 
See N.J.S.A. 54:lOA-5 as to how taxpayers s]lould comput~ the 

amount of franchise tax payable; 

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

lesser amount to a<;ld to a taxpayer's net income than an amount based . 
on total corporate assets, in determiping a1mual .corporation .franchise/ 
tax; corporation business. tax liability not avoidable where taxpayer 
belatedly realized adverse tax consequences of decision to increase 
number of authorized shares, even though decision had no apparent 
business purpose, brought no advantage to the taxpayer and caused no 
disadvantage or detriment to the· State. General Trading Co., Inc. v. 
Director, Div.of Taxation,. 83 N.J .. 122, 416 A2d 37(1980). 

· 18:7-1.2 Total tax sel(-assessed 
The total tax is self~assessed and payable by each taxpay-

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

Cross References . 
See Section l.1 (General provisfons) of this chapter. 

18:7-1.3 . Definition oftaxpayer . 
. ·. . .· . .· ·. ) . 

(a) The term "taxpayer" shall mean any corporation re-
quired to report or to pay taxes, interest on penalties under 
this Act · · 

(b) Any receiver, referee, trustee, assignee or other fidu-
ciary, or any officer or agent appointed by any court t6 
conduct the business or conserve the assets of any corpora-
tion shall be subject to the tax imposed in the same\manner 
and to the same extent as a corporation. · · 

. · Statutory References . 
See N.i.S.A. 54:10A-4(h) as to official definition of "taxpayer.'' 

See N.J.S,A. 54:lOA~ll as to receivers and others subjectto the tax 
imposed by this Act. 

18:7-1.4 . Definition of corporation 
The t~rm ''corporation" shall mean any corporation, joint• 

sto<::k company or association a.nd any business conducted by 
a trustee or tnistees wherein intere.st or ownership is <:;vi-
denced by a; certificate of interest or ownership or similar 
written instrument and includes any corporation created or 
organized under the laws of New Jersey and ariy foreign 
corporation .which. i~. authorized to do business, or is· doing 

18:7:..1.6. 

busiiless, br employs . or owns capital or property or main-
tains an office in New Jersey' in .. a corporate··or organized 
capacity by virtue of creation ororgan,izat1on under laws of 
the United States or any state, territory or possession there-· 

' •. -_ -'·,. ---_-' . : • '' _., ,I 

of,. the District .of Columbia, or any foreign country, pr any 
political subdivisio:n of the f orego'ing, which provided a 
medium . for ,the conduct of business m the. sharing of its 

. gains. 

Statutory References 

See N,J.S),::54:lOA~(c)as to definition,of ''corporation". 

18:7-1.5 .. Limited partnership associations s11bjec( to the . Act .. . . 

Limited. · partnership .. • associations formed · · m1der .J.S.A. 
- ' ' .. \, . \ .' ,•, _,' . -

42:3-1 are subject to tax under the Act. No new limited 
partnership as~ociations shall be formed in New Jersey in 
accordance with N.J.S.A 42:3-let seq. after Septemper 21, 
1988. . . . 

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

. Statutory References 

N.J.S.A.54:10A-4(c). 

1~:7-1.6 Taxable status; how created 

. (a) Every corporatio:µ not expressly exempted is deerried 
to have or to have acquired ataxable statusunder JheAct 
and is required to file a return1 and payatax thereunder 
provided it falls within. any· one of the .. following: 

;· . . . . . . 

1.. Existing under. theJaws of the. State of New'Jersey; 
· or 

2. H a foreign cqrporation, 

. i. , · Holdi~g a• general certificate of A~thority fo. do 
business in this State issued by the Secretary of State; 
,or 

ii ..• · Holding a certificate, license or other- authoriza-
tion issued by aµy other State department or agency, 
aut~orizing the company to engage incorporate activity 
within this State; or · · 

iii. Doing .business in this State; or 

iv .. Empfoyingorowning capital inthis State; or. 
. . 

v, Emplbying or owning property i.n this State; or 
' . . . 

vi; Maintaining an office .in this· State: 

1For r~porting fonns, see Section 14.20 of this Chapter. 

. Statutory References . 

. See N.J.SA. 54:10A~2 as to what acts constitute 'doing. business in 
State of New Jersey for purposes ofacquiring a taxable status. 

' ' . . ' ' . '. 
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18:7-1.6 

Case,Notes 
. ' : '. \ ·. 

Failure to pennit allocation to New Jersey corporation which owned 1 

reµta! property in Connecticut but had no regular employees working 
outside N¢w Jersey held neittier co6trary 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.~uper. 305, 473 A.2d 982 (App.Div: 
1984). ,. · ,' · 

; 

Nonresident corporation's c:ommercial activities in state amounted to 
the "solicitati\ln of orders". Pomco Graphics, Inc. v. Director, Qiv. of · · 
Taxation, 13N.cr.Tax 578 (1993). · · 

Presence of property in New Jersey, maintenance of workplace in 
New Jersey employee's home, employee's encouragement to customers· 
to pay due bills, handling of custo111er colllplaints arid adjustments by 
employee and employee's supervision of corporation personnel exceed-
ed the mere solicitation of orders and rendered a Pennsylvania corpora-
tion Hab,le for payment of New Jersey corporatiop business tax. Ring-
gold Coal Mining Co: v. Taxation Div. Director; 4 N.J.Tax 321 (Tax 
9.1982). ') ' 

· 18:7~1.7 . Domestic corporationssubjectto tax· 

· (a} The fax is imposed on eveiy dornestic corporation, 
with specified exceptions, for the mere possession of the 
privilege of having its corporate {r~chise. 

(b} A domestic corporation not otherwise exempt is .sub- . 
ject to tax for every f,iscal or calendar accounting period, or 
part. thereof, whether it does business, owns capital or 
property, maintains an .. office, or engages in any' activity, 
whether within or withou,t New Jersey. ' 

( C) A domestic corporation is subject. to tax even though 
it carries on its business entitely outside New Jersey. 

Statutory References ' 

See N.J.S.A. .54:lOA-2 as to domestic corporations· subJe~t to New 
Jersey annual franchise tax, : . . · i . 

; 

Case Notes 

Failure to permit 1aUocation to Ne\\'. Jersey. corporation which. owned · 
rental propertY in Connecticut but had no regular employees wor~ing 
outsi,de New Jersey held neither contrary to rhe 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, 47~A2d 982 (App.Div. 
1984). , . , . . ,, 

18:7-1.8 F6reign cori>orations subject to tax 

(a)Qualifications for ;ubject corporations. The\ tax is 
imposed on every foreign corporation having . a taxable 
statu.s. as described in N.J.AC: 18:7-L6 with specified excep-
tions, imdincludes. every corporation which does business, 
employs or qwns capital pr property, or maintains an office 
in New 'Jersey in .a corporate or organized capacity,regard-
less of whether it has formally qualified· or•is authorized to 

, do business in ~ew Jersey. 

:, :,, ' ', ' ' ! 

DEPT. OF TREASURY-TAXATfON 

Example 1 

I 
' ( 

' : ', '! 

A foreign 'manufacturing corporation1' has its . fatjtory 
outside New Jersey. Its only activity in New J ersiy is , 
the maintenance of an office within the State. . :The 

. ()rders are forwarded fo its home office outsideithe 
State for acceptance and the merchandise is shipped 
from the factory direct to.the purchasers. The corp'ora-
tion is subject fo the Tax Act because it maintain$ an . 
'office within the State. 1 

i ' 
Example2 ·1 

A · foreign, corporation which operates' several retail 
stores outside New Jersey, leases an· office, in :&ew 
Jersey for the convenience of. its buyers when ihey .1 

com{l to New Jersey; It has several employees perma~ 
nently assigned to such office .. · Salesmen call at l the 
office to solicit orders from the buyers,. and .the. rjier-
• chandise is shipped to such office by the sellers ... Upori 
receipt the merchandise is ,examined, separated by t~em · 
to the variou,s stores of the corporation outside New 

· Jersey. The corporation is subject to· the Tax !Act 
because it maintains an office, is regularly doing bpsi- , 
ness through its constituted representatives, and o~s 
property inNew Jersey. · 

. ,i 

Note: The foregoing examples illustrate conditions giv~ 
ing rise to, taxable statuswithout regard to wheth¢r or 
not the corporation holds. a general or special cer\tifi-
cate of authority to do business iu New Jersey. i It 
should be notecl that if.· the corporation holds [any 
certificate of authority, it is subject to tl,le Act by viitue 
of that factalone. ·· · I 

', . . . ',, . . -, _' 'i 
(b) Mandatory submission of affidavit; proof of authpri-

zati.on to do l>Usiness. A foreign corporation which, is 
subject to tax under the Act must submit an affidavit ~y a 
duly authqrized corporate officer, stating whether o,: not lthe 

>corporation at any time prior to the date of admitted 
subjectivity under the Ad held · any authorization to i do 

. , ·. . . .· -- - ·I 

business in New Jersey pr carried on in this State any of \the 
activities set forth in N.J.A.C. 18:7-l.6(b ). · ! 

. . I 

I Amended byR.1994 d.186, effective April 18, 1994. 
• See: 26 N.J.R. 761(a), 26 N.J.R.l696(b)) 

Statutory References 
See N:J.S.A. 54:l0A-2 as to foreign corporations s~bject to New 

Jersey annual franchise. tax. · · · I 
> •• ' • .• i 

Case Notes i 
Nomesident corporation's commer~iaractivities fo state amounte~ to. 

the "solidtation of orders". Pomco Graphics, Inc. v.pirector, Div!. of 
Taxation, 13 NJ.Tax 578 (1993). ·. · , .·· : 

, .· Foreign corporation held tObe doing business in New Jersey so a~ to 
be subject to the corporation business tax; requiring the corporation to 
file a business tax return was not a violation bf due pr°';ess. Tholllspn-
Leeds Co.; Inc. v. Taxaticiµ Div. Director, 8 NJ.Tax 24 (Tax 0.19~5). 

. . . I 
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CORPORATION.· BUSINESS TAX ACT, 

Corporation's activities- in · New Jersey held to constitute "doing 
business" for the purposes ofthe corporation bustness tax; corporation 
business tax not limited to intrastate businesses. Tamko Asphalt 
Products, Inc .. of Maryland v. Glaser, 5 NJ.Tax 446 (Tax Ct.1983),. 

· affirmed per curiam 6 N.J.Tax 342 (App.Div.1984). 
Failure to permit allocation to New Jersey corporation which owned 

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 nqr double taxation. S.M.Z. 
Corp. v. Director, Div. of Taxation, 5 N.J.Tax 232 (Tax Ct.1982), 
reversed 1and remanded t93 N:J.Super. ·. 305, 473 A.2d 982 (App.Div. 
}984) .. · . · · , 

·Presence of property in New Jersey; maintenance of workplace· irt 
New Jersey employee's home, employee's encouragement to customers 
to pay due bills, handling of customer complaints and adjustments by 
employee and employee's supervision of corporation personnel exceed-
ed the mere solicitation of orders ·and rendered a Pennsylvania corpora-
tion liable for payment of New Jersey corporation business tax. Ring-
gold Coal Mining .Co. v. Taxation Div. Director, 4 N.J.Taf32l (Tax 
a.1982). · 

18:7.:..t.9 Doing business inNew Jersey;. definition and 
,mies of construction 

. (a) The term "doing business"is used in a comprehensive , 
sense and. includes ··all activities which occupy the time or 
labor of men for prnfit .. 

1. Regardless of the 11ature of its activities; . every 
corporation organized for profit and carrying outany of 

. the purposes of its organization within the State shall be 
deemed to be "doing business" for the purposes of this . 
Act.· . . .. 

2. In determining whether a corporation· is "doing 
business", it is immaterial whether its activities result in a 
profit or a loss; 

(b) Whether a foreign corporation is doing business in 
New Jersey is determined by the facts in each case. Consid-. 
eration is given to such factors as: 

1. Toe nature and extent of the activities · of the 
corporation in New Jersey; 

. \·' .· ' 

2. · The location of its offices and other places of 
business; 

3. The continuity, frequency and regularity . of the 
activities of the corporation in New Jersey; 

4. The employment in New Jersey of agents,. officers 
and employees; 

I 
5. The location of the actl}al seat of management or 

control of the corporation. · 

(c) A foreign corporation sllall not. be deemed _to be 
doing business or employing or owning capit~l or property 
in this State for the purposes ofthe Act by reason 6f the 
following: · 

' ' ' 

1. · The maintenance of cash balances with banks or 
trust companies in New Jersey; ' ' 

2.. The ownership of shares of stock orsecurities kept 
'- in New Jersey in a safe deposit box, safe; vaulLor other 

I 
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18:7-1.9 
. I 

receptacle rented for the purpose, or pledged 'as collateral ' 
security, or deposited with one· or more banks or trust 
companiesi or brokers who are members of a recognized 
security exchange, in safekeeping or custody accounts; 

3. The taking of any action byany such bankor trust 
company or broker which is incidental to the rendering of 
safekeeping or custodian service to such corporation; 

4. Any combination ofthe foregoing activities. 

( d) If the only business activity of a foreign .corporation 
within ~ew Jersey consists of the solicitation of orders for 
sales o( its tangible personal property, which orders are to 
be sent outside the State for acceptance orrejection and, if 
accepted, are to be filled by shipment or delivery from a 
poinf outside the State, then such corporation is not subject 
to tax in New. Jersey, provided it is not subject to tax by 
virtue of other· contacts. (See P.L 86--272, 15 U.S.C. 
§ 381/ ' , 

' \ 
1. For the in-State activities of the foreign corporation 

to be immune from taxationfor the purposes of "doing 
business," such activities mustbe limited solely to: · 

i. Speech or conduct . that explicitly or implicitly 
invites an order; and · 

ii. Ac;tivities that neither explicitly nor implicitly 
invite an order but that are entirely ancillary to requests 
for an order. · 

2. pxamples of activities.that·may be co~sidered n6n~ , 
immune are: 

' ' 

· i. Repairs, maintenance, and· installations; 

ii. Collection or repossessiort activities; 

iii. Credit investigations; 

iv. Personnel courses or lectures; 

v. Technical assistance; 

vi. . Customer complaint resolution if the sole pur-
pose is .not to ingratiate sales- personnel with thcr cus~ 
tamer; ) ,. 

vii. Approving or accepting orders or securing de-. 
posits on sales; 

viii. Acquiring personnel for other than solicitation 
. activities; 

ix. / Maintaining a · display at a single location· in 
excess of two weeks during the tax year; 

x.. Carrying samples for sale, exchange or distribu- / 
tion in any manner for consideration or other value; 

xi. ·. Owning, leasing,, or maintaining in~state facilities 
such as a warehouse or answering service; and 

xii.. Consignment of per~ortal property; 

3. Examples ofimmune activities are: 

Supp. 12~ 18-95 



( So~icitation of orders thrcmgh a<:lvertising; 
. . . . . 

ii. . Carrying samples for display qr distribution with-
. out charge; · · · • · · 

iii, Providing automobiles, owned or leased, regfs- · 
tered or not registered in Ne\\dersey, to, sales person-
nel for thetr use · in• conducting protected activities. ! 

iv .... Checking.customer inventories without.charge; .. 
v, Maintaining ,a display ata single locatiQn for less 

than two weeks during the tax year; · · 

vi. Recruitm.c:mt, training,· or evaluating of sales per~ 
sonnel; · · 

. , I ,. ·- - ; 
. . J ··•.• .. ·.. . . ' ··. : \ . 

vii. A sales employee's in-home work. space that is 
not paid for bythe company; and · · · 

. . viii. . Mediating . customer complaints if just to ingra-
tiate sales persoilllel with the cµstomer. 

(e) Independent contractorsmay solicit or make.sales or 
maintain. an office withoutthe company's loss of.immunity: 

· Sales representatives· who represent a single· princtparwould 
not . be•· considered· independent. · pontractors. . Immunity 
iwould be lost if the independent 'contractormaintained a 

·· stock of goods in. the State under consignment' or for 
. . purposes other than for clisplay. and solicitation. 

Aln,e~~ed byR.1994 d.186, effectiv(,)April 18, 1994, ·. 
See,: 26N.J.R: 761(a), 26N,J.R.1696(b). 
,<\mended by R.1995 d. 194, effective April 3, 1995, See: 27 N.J.R. 

47l(a),27 N.J.R 1440(b). 

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

New Jersey fof purposes of acquiring ataicable status. 

Case Notes 
Foreign corporation held to ,be doing business in New Jersey so as to 

be subject to the corporationbusirtess tax; 'requiring the corporation to· 
file a business tax return was not a violation of due process. Thomson- ·. 

· J,feds Co.,Inc. v. Taxation Div. Director,BRJ.Taic,24 .(Tax.CL19~5). 

Corporation's activities in . New . Jersey held to Constitut~ "doing 
. c- business'' .for the purposes of the corporation. business tax; ·· corporatioµ 

. business taic not limited. to intrastate businesses. •Tamko Asphalt 
Products, Inc: of Maryland v, Qlaser, 5 .N.J,TaxA46 (Tax {:t.1983), 
affirlned per cu,riam 6 N.J,Tax342 (App.Diy.1984). , 

· 18:7--LlO Foreign corporations engaged in interstate 
commerce.· 

. (a) A foreign corporation which falls .within any of the 
categories creating a taxable status, as enumernted inf 
N.J.A.C.18:7-1.6 is subjecttothe Tax Act notwithstanding 
its business is. wholly onpartly in interstate commerce. 

(b)Such tax is measured by entire nef income . allocable 
to New Jersey, including that derived, from or tised in 
interstate comm.erce. 

-, ' ',,- "·- ' ' ' 

Arnended,byR.1994 d.186, effectiveApril 18, 1~94, 
See: 26N.J,R. 761(a), 26 N.J.R. 1696(b),< 1 . . . . . . ' 

I 
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DEPT. OF TREASURY~TAXAT~ON . 
t 

. · . . .. ·. . .·. $taiutory References .·. · . . . . . . .· l . < 

N;.;~e.·.N.,;t\t·.r.·.··.·J; .•. ... ... :. :. ·.·.c·t·;";.·.··.:;::..· ~~.e·n. s.st:.~ .. ·~ .. :; d. oi'.g·b .. usin1·s·1.s .in. 
18:7-Ul Foreign ~irporations stocking goodsI~ New . 

· · Jersey · > .. · . · · · . · 
. . .A foreipi corporation \Vhich reg~la~ly ~aint~0s a s~ock 

of goods ID New Jersey and makes. dehvenes . to its custom• ·., ·• .· . . . . . .· . . .· . I .. ers from such stoc~ shall be deemed to;be doing busine~s in 
.New Jers~y within the meaning of.the Act. · I 

I • I. 
. I 

. · · .Example 1 .. . .··i. 
A foreign manuf~ot11ring corporation has its fact~~ies .· 

· a11d offices located outside NewJersey. It~ sole act~vity 
in New.Jersey consists of holding or storing goods !in. a , .. • .•. .. . . ·.·· .· •· . I·· 
publk:warehouse in Jhis. swe .. H .has no employees. in 
NewJersey. The e~:>rpora#on is subject. to the Taxi Act 
because it owns property in New Jersey. ·1 · 

Example 2 

A f?reign manufactudng corpbr~t.ion. has its ... tad1tory 
outside New Jersey, Its only activity ID New}etSlj!Y lS 
the maintenance of an office .. within the State: :

1

The 
orders are forwarded to its Iimne office outside tlie 

· .. State· fo_t. accept~ce. anc,t the .. merchandise .,is · shiqpeq ... 
, frorn the factory direct to the purchasers. The corpora-
. tion is subject to the Tax Act .because iLmaiµtain~ an> 
· officewithin.the·State. · · ! 

· · Statutory References .. 

> I •. ., 

·.·. . . > .. · • • . .· ·.. . . Case Notes • · . . . . I . •· 
Foreigll. corporation's contacts established minimal nexus with New 

Jersey . to allow t!U(ation .without violating commerce clause. Miirk 
Arrdy,Inc. v. Taxation Div, Director, 8 N.J.Tax 593 (1986), · 

18:7•4.12 · Exempt corporations 

... •.·.(a····) Corporations exempted frQlll taxation undrr····.J. he.·IA.· .. · ct 
include: • . · . ·· : ' · •. · · · 

. . . . 

· L Telegraph, telephon~, cableor telecommunicat}on,s 
companies subject to tax under N5:S,A. 54:30A--16 et seq, 
(including, \\'ithout limitation, N,J.S.A 54:30A--':18.6);lor · 
any statute orlaw imposillg a simi).ar tax °-r tax~s; 1 

; [ · 

2 .. RaHro~d companies subject to tax 11llder NJ.: ,A . • .. 
54:29A_:._l, et seq.; · · 

3. . Energy, gat, and electric companies subje"ct to · t.ax . 
underN.J.S.A. 54:30A-49; et seq.; or any statute or. law 

· ·· imposing a simHar tax or taxes;. · 

4,. 1 · Corporations subject to a tax upon the· 
gr9ss n~ceipts, or ·insurance premi1tm~ collected; 
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CORPORATION BUSINESS TAX. ;!CT 

{ c) The aggregate annual credit allowed 'for . a tax year 
shall be an amount equal to the sum of one-fiftb of the 
~llowable credit.for. quaHfied investment placed into service 
or use during·a pi:ior. tax year, plusJone-fifth of the allowable. 
credit for. qualified· investinent placed int? servi~ · or use 
during the cU:rrenttaxyeat .... ·· .. 1 <. ·•· ·•. . ··• .· 

1. The amount of the credit sh~ll not reduce the tax 
liability by<more thhll 50 petcent of that portion pf tQe 

. taxpayer's tax liability othe~ise due· fotall tax years 
which is attr1butable' to and the direct result of the 
·taxpayer's• qudlified investment.· 

2. The amount of the tax credit shall not r~duce the 
.. tax liability b'elow the statutory minimum tax provided at 

N.J.S.A. 54:10A=-5.7b. . . . I 
t 

3. . If the· credit exceeps the ljmitations in ( c) .through 
(c)2 above, the. 1 amount pf .credit remaining shail b~ 

.. 18:7_;3.22 
. r· 

· (e) The unused portion 9f the credit shall be forfeited if . 
the property is djsposed of priortoitheend of its recovery 

. period, or' ceases· to be used in a new or expJnded business . 
f~cility, . ex~ept where the ces_sation is .. 9ue -to ; fi~e: flood, 

, storm qr other . casualty, pursuant, to · the prov1S1ons of 
·· N.J,S.A 54:lOA.,'..5.1.0 and 5.tl. · Except when the. cessation ·.· 
· is. due to fire,· flood, storm .· ot ~ther casualty,, the t~ayer 
sh~ redetermine the: amount of CJ:edit allowed in earlier 
years pursuant to the .·· calculation under Nl.S.A 
'54:l0A-5.lQb ... The taxpayer shall then file. a. reconciliation 
· statement with its.annual corporation,business tax return.for. 
the year in which the forfeiture occurs, and pay 'ariy addi-
tional taxes owed due to \tlle, reduction of. the amount of 

'credit allowable for · such earlier. years; • together with any 
penalty and interest fot failure I to pay any sµch tax as 

. ,. provided'iri the ·Stat_e Tax Uniform Procedure Law. , 
,_ 

· .· < 1. If the average number. of employees attributable to . · 
the qualified invespn_ent falls below the minimum_ nuµiber. 
of new jobs created upon which the taxpayer's annual • 
.credit was based, the creditshall be' redetermined and the 
excess/forfeited for the cUr,rent'tax year and\ for each 
succeeding year· pursuant·.· to · the '. calculation_s required . 
under N.J.s:A. 54:10A~5.JQc. . · " .. 

· refunded to. the taxpayer.: The amoum refunded to the 
taxpayer shall not· exceed 50 percent of the sµm of the · 
amount of property t.axes timely paid inJhe taxable year 
pursuant to N.J.S.A. 54:4-1 et seq. and the amount of 
implicit properJy taxes ,pai~ through rent ·ot lease pay-
ments_in respectofproperty.taxable pursual).t to NJ.SA. 
54:4-1 et seq., and}or which taxes anothe.r party that is 
not a related person is liable, which, is attributable to and (f) N,J.$.A. 54:10A~5.13 requires' the t~ayer .t~· Ii!..al~t 
the direct result of the taxpayer's qualified investm~nt. < written application to the Director oMhe Diyisiori of Taxa- · 
Any e,ccess amount may not be carried fa.,iwatd. tion for allowance. o~ the credit. No prior approval will tie 
(d) The 'crediCsha(qnly be applied against c;:orporation . required. if the return and. Fopn ~04 claiming the credit are 

business tax liability attributable to, ancfthe direct result of, 'filed on or before the, 10rigihal' due date. of the ,return. 
the taxpayer's qualified inve1!tm_ ent. · . . .· . · . However, the return will ·be reviewed upon filir!'g,· and· the 

Division will notify the taxpayer if : the credit·. is disallowed . 
. · L If the taxpayer's. liability fot corporation business If the taipayer applies for 'an extension to file . Form 

.. ' tax, local . property tax, and i.,nipHcit property tax paid CBT-:-100 or CB,T-t00S,' a letter application from fue tax-
through rental or lease -on property subject to local tax .• · payer requesting allowance of the credit must accoinpan,y 
and for which taxes another. party that is not a related the request . for. extension, ;F<:>rm . CBT.:._200T. The record- · 
person is liable, are not solely attributable to the taxpay~ keeping requirements, ofN,J.S'.A. 54:lOA-5.12 ·for qualified. · 
er's qualified investrile11t; then the ammint of such taxes property must lie followed. • • , . , · . ·. . . _ . 
so. attributable may be determined . by multiplying the 
amount of tax due under those·tax·acts for the tax year by · 

J the ratio of compensation pai\i, during the taxable year to 
all··employees of the taxpayer .employe~ in New .·Jersey' 
whose positio!1s are directly attributable to the qualified· 
investment, to total compensation paid during the taxable 
year to all employees of the taxpayer employed in New, 
Jersey. t · · · · 

./" .. ·. ' 

EXAMPLE 
.. . ' -· .. . . . . 

New .Jersey Investment Tax Credit Calculation . 
··~-·Corporation· ABC m· '1994 purchases. and· .. installs the 

following ~tJot;ation;D iri,New Jersey: . . 

1. Ai:iewly constructed buildingfor $1,000,000; 
',,/" 2. Any credits allowable·. under N.J.S.A. 54:lOA-5:3 · 

(recycling tax· credit), N.JSA. ;.52:27H-78 (urban. enter- 2.' Equipment with.three year life forSl00,000: 
,-·prise zone creditj, and N.J~S.A. 55:19c..13 (urban develop- 3. Equipmyrit witli fiveyearHfefor$200;000;.·and · 
· · ment corporatioh credit) · s.p.al1.·· be applied against · iµ:id • · 
. reduce oniy the. amount of corpo_r;:i.tion business tax not 4. An iliphme fm $10b,ooo: · . . 
apportioned tq the· qualified investment. under this act:· .•.. 
Any excess of those credits inay be applied against the ,'\ At location E 'fri New Jersey; the coq)oration makes 
amount of . corporation . business . tax. apportioned. to the · · ~epairs mi existing facilities for $250,000. 
qualified investment urtdet this- act th~t is not offset by 
the ~ount of annual credjt againstthe ~ax allowed Upder 
the act for the tax year; unless their applicatio11 is. 0l;her~ 
wise prohibited by the applicab_le'credit statutes. : · · · 

. At Jocation F in Nfw Jersey,. the ~rporation purchases a . 
· building, owned and. used by (an unrelated party, for 

$500,000. •. . . 

. "(. ·. 

· Supp'. ·12.iS-9~ 
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. All locations are in New Jiersey. None.of the (()catibns 
are in im urban enterprise zone. 

',1, 

ABC in 1993 had 50 employees, alL at location E, with 
annual payroH of $2,000,000 and gross receipts of 
$5,000,000. In .1994 ABC employs 120 people, 50 af loca-
tion E, 65 at location D, and five at location F, ail witl;l 
inccime above $30,000, and has gross .receipts of$10,000,000 
and payroll .of $5,000,000. The 65 employees at l9cation p 
are· all newly hired New Jersey residents with total compen-
sation of $31000,000. The c9rpbration business .tax liability 
for ABCin 1994 is $10,000. .'J · · · .·. · 

ABC should compute its 1994 New Jersey investment tax . 
credit this way: (Line· reference numbers are . to Form· 304 

1 

(1-95) New Jobs• Investment TllX Credit.) , 
•. . 

First, calculate the allowable investment base as follows: 

Qualified investment: 
line 4(a) with three year · 

•. life Q.35 X $ 100,00Q =:= $ 35,000 · 
,line 4(b) with five year life 0.70 x 200;000 = 140,000 
line 4( c) with seven year or 

more life · 1.00 x · 1,000,000 = · 1,000,000 line 5 sum otlines 4(a), ~. · 
' .. 4(b}, and 4( c) . _ · $1,175,000 . 

The investment base is $1,175,000. · 

(The airplane purchase does pot qualify; the repairs .at 
loc:ation E do .not qualify; and the purchase of existing 

. prnperty at location F does not qualify, See N.lS.A. 
54:10A--5.5ahd N.J.A.C 18:7:c..3.22(b).} . 

Second, calculate the nmrtbet oteligible ne~jobs created 
as follows in brder to arrive at tb.e newjobs factor: 

. Jine 6(a.) Average New Jersey employment for 
this tax year ( ·. ·. I · ..... · .. • . .· ,120 

line 6(b) Average New Jersey elltployment for · 
1• . last tax year · . · . . .• · . · . •.· . ·. 50 
l.ine 6(c),Subtract line 6(b)fr9m line 6(a) 70 
line· 6(d) Divide line ?(a) by 2 60 

)ine6(e) Number of eligible new jobs 65 
line 6(f) SmaUer of 6(c), 6( d); or 6( e) · 60 

•·· i}ine 7(a) Divide line 6(f) by 50 with m;i remainder . 1 
line 7(b)MultiplyHne7(a) by .005 · · · .005 
Une 7(c) Enter the smaller of .lOor lhte 7(b) .OQ5 

(The nu111ber o~ eligiblejobs · fa. linlitedfo 60, o~e-half total 
· einployment. A.BC is, with $1Q,000,000 in gross· receipts, 
no.r a spfall taxpayer in 1994.) · 

· The new jo~s factor is .005. ·.· 
(_ , \:. ; . ·. ; . 

· Third, calculate the maximum an.oual. credit: -- •' "--. . .. ·,_.-. 

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

line 9 Quaiified inve~tment frorn prior two years · b 
,linelOAggregate Ailnl.lal Credit: 

(Sum o[\jnes 8, 9(a), 9(b), 9(c), and 9(d)) $1,175 

! 

I 
..• I 

DijPT. OF TREASURY7 T:AXATipN 
. I 

Fourth, calculate tax attributable to. new in~estmentwfiich 
is eligible to be offset by the credit (whichis proportional to 
compensation of new· employees relative. tq · all employe~s). 

· line U.Compensation ofall06wjobsjn New · . ···.•···· · ··1 . 
Jersey attributable to the qualified fovesb · · · · 
ment , · . · $3,000, 1 00 

line 12 Total c9mpensatioi1 of.an employees in:· · .· I . · 
New Jersey . . . . . , · $5,000;@00 

line 13 Dividifline 11 byline12 .. ·. . 11,60 . 
line 14 Enter tax liability from front page of 

CBT . . . 
)ine 15 ]\)lultiplyline 13 by line 11 CBT-100 

page l · 

Fifth, arrive:at the allowable credit: --: :'i 

line 16 MUitiply line · 15 by 50 percent 
line 17 Enter the smaller· of line· 10 or line 16 

. ' ' ' . 

New Rule;R19~5 d.461, effective August 21; 1995. 
See: . 27 N.J.R. 840(a), 27 N.J.R. 3209{a); 
Administrative correction. 
See: 27N.J,R. 4908(a). · 
Public N()tice:. Inflation adjustments. 

\. See: 27 N).R. 492l(a); 

18:7..:.3.23 Research credit 

i 
6,900 

$3,000 · 
d15· 

, "\ ,_ .' : .· . 

(a) A taxpayer shaR be allowed a cr~dit • against its cor~o,. 
ration business tax liability in an amount equal to 10 percJnt 

'. . .· . .· · .. ·· ..... · . . . .· • . . . . . .. · . 1 · 

of the. excess of the, qualified research expenses for· the. fis9al 
or calendar accourlting year over the base amount, and ilO ' . . . . . . . . I. 
percent of the basic,research.payments determined .in acc6r- . 

· dance withIRC Section 41 as in effect on June 30, l9Q2, · 
provided that IRC Section 41(h) relating to termination of 
the availability of the credit in 1995 sllalLnot apply. . 

(b) For purposes of this s~ction, the term "qualifiyd , 
research expenses" .mean~ the sumof the foll()wing amouqts 

. whi9h are .. paid or incurre? by t.he . taxpayer d~ring the 
taxable year in carrying on any trade or business, of the 
taxpayer: . 

· 1. Jn-hmise research expenses; and 

2. . Contract research expenses. 

(6) In• general, .the term "in-house .. research expense,''· 
means: . . I . 

1. Any wages pa,id or )ncurred to an empl()yee) f~r 
. qualified services performed by i,uch employee; · ] 

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

3.· Under Federalregulations prescribed, any ainouht 
paid qr incurred to another person for the right to u$e 
c9mputers in the conduct of qualified research. ' 

Supp.·· 12-18-95. 7-26 
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i. Paragrapl\ (c)3 above shal'.L nbt apply · to any 
amount to the extent that the taxpayer (or any person 
with. whom the. taxpayer_ must aggregate. expenditures . ··•·· 

. under subsection IRG 41(f)(l)) receives or accrues any 
amou,nt from aqy other person ·tor ·.the right tcr µse 

·.· makirig_'.suche~e~ditures is.to ~s~:the:,:esults of.the re-' 
search ·in the ~ctive conduct or' a fµtiir.e trade o:r busine's~: . 

' ·,:_ . ·.,· . ··., 

. substantially identical_ personatprciperty. . .. 
• • • ~-. • I •• • • • {;• •. • 

· ( d) "Ou&lified services" IDeans services consisting of en-
gaging in qualified research, ,or engaging. in the direct 
supervision . 'or ' direct ' support .. of research .· activities WhiGh'' 
constitute · qualified research:.. I( · .. substru:1Jially · all of the 
services performed' by' an·-iiidividu,al 'for the 'taxpayer during : ' 
the taxable year consists of: etigagjng in. qualified research or •• 

· engaging in the. direct supervi~ion qt direct supp@rt of • .·- . 
research activities which constitute .qualified research, the -· 
te!E "qualified services"· .means alL of the services. per- . 
formed by su,ch individual for the taxpayer during the 
taxable year'.. 

· .. ·- ,· .. ·. ·- ·· .. 

· ,. ( e) The term "supplies" means -any tangible property 
·. other than:~ ·.· · 

t.: J.,and or imptoyeinentstoland; and· 

2'. .. Prop~rty ' of a characte~: subjec(, to ~llowance for· 
depreciation'. · · 

(f) The tenn ''w~ges" means:·. 
'., 

t· In general; the term ''wages" has the'µieaiiin.g given 1· 

):·, 

1. pf the taxpayer; or , . , · ·. · · · · .· · . 
. . . . . , . . . I . . . 

. 2. ' Of one -0r more. other p~rs<,ms who, with th~ taxpay0 

er are treated as a single tazj)ayer' uncfer IRC subsectipn 
41(f)(l):°' ' . -_- .- · 

( i} Base amount requirements are as ·follows: 

. .. 1. • Jn genetal, the term "base amount" :melµi$· the . 
,product of: . -

,-_. ' ' ·.. '' ' · .. : \, " '·-· 

_: i .... The fixed~base ·percentage;-' and 
. . -... •, ') : /· ... '· .. ," '·. · .. ·. . ... ' ' .. ' 

. H.. The average annual grdss_ receipts of the-t~ayer _ 
.- for theJpur taxal:>le years precedingthe taxable yeafJor · 

whi¢h the credit is being 'determiµed (hereiriafter 
ferred:tO as' th() ''credit ~ear''),. ,· . •, ...• ' '.•. . <' ' ·_ •-

' 2; 1n no ev~nt shall the base amount be less than 50,. 
· perserit ofthe qual:ifi~d ):~search #penses Jor the credit 
year.·· 

3,. ' .: Fixed-base' per~eniage r~quirement!,\' ai-~ as foUows: ' 

· i:. •-·-·. ~cept as otherwi~:e _pro~ided iµ this p~agraph; 
the fixed~base percentage is the p~rcentage which tjle 
aggregate: qualified· .research ·. ¢xpenses • of · the taxpayer 
fcir t&x:ilbl~ years,·begimling after December 31, .1983, •· 

\,,. such term by IRC Section 3401(a). · ·· · ·· · · 
and beforfJam~ary 1, 1989, is of the ·aggregate gross 
receipts of th.e taxpayer .for su~h laxable years. . . . 

ii. Start-~p co~panies shall ~amply with Jhe follo\\7-
. _./ 2. · For self-employed individuals and · owner-employ-/ 

ees, .- in the case of: an employee (within the Illean}pg of • 
IRC Section 401(c)(l)), the terlll "wages" _includes the 
earned income (as defined in IRC Sectibn 40l(c)(7)) of 

·· ·-. such employee; .· · · · · · · ~-- . · · ·· 

3. . Ex6lu~fon for wage~ t~ ~hich• target~d jobs credit ·.' . 
applie~, · the. te):lll "wages" shall. not include any amount ·•· 
taken into account in determining the targeted jobs credit / 
under: IRC Section·s1(a). · · · · 

. ·,· . . . ' ,,, : . :· .. 
(g) Iri general, the term · "contract_ research. expenses" . ;• . 

mean,s 65 percent of any am9unt paid or incurred by the · . 
t!lXJ)ayer to any person (other than ,an employee of the"-· · 
taxpayer) for qualified rei\earch. · · · · · · 

{. If any I contract research expenses paid . or i incurred 
during any taxable ·year are attributable to qualified re-
search to be conducted after the close of such taxable 

_year, such amount shall be -treated as paid ~r incu~ed 
during the period during which the qualified research is -
conducted. · . - . . . -

(h) Trade or· bµsiness requirnment niay ~e ·di~regarded \ 
for in-house research expenses· of certain ~tart:.:up ventures. 
In the case· of in~house research expenses, a taxpayer sqall 
be treated as meeting the trade or· business requirement of. 
(b) above if; at the time such in-house res.eatch1expenseslare 
paid or mcurred, . the • principal ; purpose -· of the. taxpayet. fo . ... : . . . . . . t· 

C )! ·" 
.. ( .• 
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·•r·· 

i~ - . ' . 
- I ·. . , i - •. 

. ·-. (1) For taxp~yers td which this subparagraph ap~ 
plies; the fixed:base percentage shall be determined·. 
'.und~r this subparagraph if'there are fewer than three -
ta:xableyear~.beginning after December 3i; 1983,, l:!-lld; 
before J~uary 1, W89, in which the taxpayer had· 

· . · t;,oih gross receipts ap:,d qualified research expen,ses, 

. (2) In fl-C~se to which this subparagraph a,ppli~s, · · 
the fixed-base percerita.g~ is: 

. _ (A) Three · p~rceilt for each of the taxpayer's 
-first five . taxable years beginning after December 
31; lQ93', for w~ich the t3Xl)arer /has qualified -
res~arch expenses,, · . _, . . . · - . . . 

(B{In, the·· case.-. o( the taxpayer's sixth . such · 
.•-· taxable\J'ear,.oile-sixth'ofthe percentage which t~e · 
-. aggregate qualified research, expenses of the tax- ', 
• pa.yer for· the fourth -and fifth such . tax:able · years is . 

. p(the aggregate gros's -receipts of the ,taxpayer for_ . 
-- · such years; · · 

_ (C) Ii1 the case of the taxpay~r's seven:th such 
·,•,taxable year, one-tl?-ird of the petcentagewhichthe'' 

· aggregate qualified research expense_s of the· tax•_ 
: payer for the fifth and sixth such taxable years is -of 

_ .. the aggregate -grdss receipts' .·of the 'taxpayer· .. for 
· •· such years; · · · · · · 

·.1 

. Supp; 12~18-95 · 
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. . . 

•·. 1 (D) Jn the case, of the t31payer's, eighth such 
taxable year, OI1e-'half of the perc~ntage. which the 
aggregate qualified ,research expenses of th.e tax-
payer for;the .fifth, sixth, ~nd seventh suchtaxa:ble 

(j}Qualified research, for purposes of this subsectfon, is 
defined as follows: . . . . . 

. years is .• of the · aggregateJ gross · rec:eipts .. of the · 
taxpayer for suchyears; . 

' (E) In the case of the taxpayer's ninth such 
: taxable Year, two-t,hirds, of the percentage which i 

the aggregate qualified research expenses of J the 
taxpayer for the fifth, sixth, seventh; and eighth 
such taxable years is of the• aggregate gross receipts 
of the taxpayedor such years; · · 

. . (F) In the case of the taxpayer's .tenth such 
taxable year, five~sixths of. the percentage which 
the aggregate··qualified ·resea:tch.··expenses .of the 

· taxpayer . for the fifth, sixth, seventh, eighth, . a11d · 
ninth such taxabk years is'ofthe aggregate gross 
rece,ipts of the taxpayer for such.years·; a11,ct··. ·. 

, i ·· (G) For taxabie ;ears 'thereAfler, the ;~rcentage · 
which the aggregate qualifie4 research expenses for 
any five taxable years selected bythe taxpayer from 
.among the fifth through the tenth such taxable 
years is of the aggregate gross. receipts of the 
taxpayer for suc,lr selected years. 

" (3) The Oitector may in futu;e prescribe rules 
providing· that de·. minimis · amounts bf gross receipts/ 

, and qualified research. ex;pe11ses shall' be disreg11rded 
under (i)3ii(1) and (2) above. J · · 

I 

iii. In 1no event shalhthefixed-base percentage ex: 
ceed 16 percent . 

. \ '.' ,' 

· iv, The perc~ntages detennined11rlder (i)3iabove 
. shall be rouµdecl to the nearest. ¾ooth of one percent. 

1',, ., .·· :_. ·,· ·,-

. ·4. Consistent treatmerit of expenses is .required. Not-. 
· withstanding whether the period for filing a daiin for 
\ credit or refund has , expired for any.· taxable. y~ar taken 

into account in determining the fixed-base percentage, the 
qualified resea:rch expenses taken into account in comput- · · 
ing such percentage .shall be determined bn · a basis consis- · 
ten~ with· th~ determination of qualified research. expenses · 
for the credit yeaL 

i. · The Djrector may in future prescicibe · rules to 
. 1 prevent distortions in calculating a. taxpayer's.qualified 

tesearch eXpenses ocgross receipts cau~ed by a change. 
in accounting mrthods used by suqh taxpayer between 
the current year and a year taken into accour1t in 
computing such taxpayer's fixed-l;>ase percentage.~ 

5 .. Forpurposes of this subsecti~ri, grossreceipts for . 
any taxable year shall pe reduced by returns and allo~~ 

. antes made during the taxable year. In the case of1 a 
foreign corporation, there1shallbe ta.ken into account only 
gross. receipts· .• which" are" effectively connected·. '.Vith) the 
conduct of a trade of business. within the United States. · · 
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.1. · The tetnl ''qualifiedresearch" means research: 

i. 'With reipecuo which expendit\lres tiiay be treat-
ed as expenses under IR(Jsection.174; · .. · . j. . 

ii. Which is undertaken forthe purpose ~f discovdr-
. ( ihg h1fonnatiori . . . . . . . . . . 

.(1) Which is tt!chnologicalin nature;, .and 
,-.. '. ' . 

(2) The application of which is mtended to ~e 
, useful in the development of a new dr improved · 
business component of the taxpayer; I 

iiL . Subst;mtially all of the ,activities of which consti-
tute .elements of •a ·process• of ex;perimentation for· a~• 
purpose desdibed in (j)3 below;. and 

iv. Does not include any . activity described in (j 4 
below. · · ·· · 

, . 2. . For pu~poses of this S\:lbsection, t~e folldwing tes1 s 
shalt be . apphed . separately to·. each __ busmess component: 

i. In general, paragraph (j)l above shall be appliJd 
separatelywith respect to each business component pf 

the taxpayer'. .. · .· . . . . . . . . .. , . . [ . 
ii. The ·. term· !'business component" means any 

r:,o: .. : .•. ~.-~~.!.:~~.·.··e.ns~.,i~ .. cm.·h·.p·i·s·u.:~rb. :~f .. tw· are.·, te. chn•. i.q·u.· el·f.onnr
1

.·.··.-.· 

. (1) Held for sale, lease; or license; oi . 
(2) l~sed byth~· taxpayer in a trade ot business of 

the dxpaye'r. / , . .·. . .. · . . . · .· I . 

iii. Any plant ,process, machinery, or ·technique. for 
co111:rnercial production 9f a business· component shhll 
be trdated· as a separate busmess component (and nbt 

. . . . ·. . .·· . ..· . > .. . . . . . . I 
as part of.the business component being produced). 

3 ..•. Fbr purposes of (j)liii above, the ':fonb~iQg ake 
purposes for whichrese,ll.rchmay qualifyfor credit: . . l .· 

·. i. In general, research shall be treated. as conducted 
.. for apurposedt!Scribed in thisparagraph ifit relatestb: 

(1) A new or iinprove<;t function; 

(2) .Performance?,or 

(3) R7liability or qualhy. / 

' .- ,• . \ 

•·. ii.· Research shall, in nb everit, be treated as -co -
ducted for a purp9se described ih 'this paragraph if subh 
research relates to Jtyle, taste, cosmetic; br s'easodar 
designfactors. . . · .. •. 1 ·· 

.•.4. Tlie.term.• ··•"qua·l·,ified. :r·e.sbrch'' shalln.\o. tl.'nclud~, ·n···ol r 
shall credit be allowed for, any C>fthe following: . · · 

i. Research after commercial production, that i.~, ··. 
any research conductt!d after the beginning of commlr~ 
cial prbduction(of the business component; 

. . . \ . '. 
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. 2. · Basic research payµients shall _be defined, f()r pur- · ii. .· Adaptatjon of_ existing business components; that 
is, any research: related to. the· adaptation of an existing 

· business component to a: particular customer's require~ .. . 
ment or need; · · · • · , 

:poses of _thissubsecfion, asfollo~s:. .. 

., i.) In . gerieral, the . term -"basic . rese11rch ·paym,ent" -

. iii. Duplicatio~ 'of existing bus~ess component, th~t 
· is, any research related to the reproduction of. an 
existing business component (in whole or'in part)from a phy&ical examination of the business component itself · 
or. from_ plans, blueprints, .. detiµled specifications; · pr 
publicly available. infomi~tion with respect to sucii bu~i• 
ness corµponent; · · · · · · · · 

iv. - Surveys, studies; or similal' activities as follows: ·, ·. ' , .., . . . 

· (1) Efficiency surv~y(s); 
. . . 

(2) i\_ctivity relating · to management function or 
technique; 

. .• . 

(3) Market research, testing, or development (in~ 
clyding advertising or promotions); . 

( 4) Routine d_ata collection;· or 
t I - •• • 

. (5) Routilig or ordinary testing qr inspection for . 
quality"control; · · · 

v.· Except. to• the ~e~t- provided in rule, itny re- __ -

l>--
. search with respect to computer software which -is : 

developed. by ( or for the_ benefit of) the· taxpayer pri-
marily for internal use by the taxpayer, other thap. for 
use µi: . . -. . . 

(1) An activity which constitutes qualified-research -. 
(determjned with regard to this subpa:r~graph); •Or 

'[i 
' - . , . 

-(2) A produ~tion process with respect to which the 
requirements Of (i)l above are met; -

. . . . - . . . 

vi. Foreign research, that is, any research conducted 
outside the Up.ited States; . . 

,· . 

· vii. Any research in, the social sciences, arts; <')r 
hlimanities; or 

viii, runded l'esearch; that IS, any re.search to . the ... 
extent funded by ap.y grant, contract, or otherwise ,by 

_- another person (or governmental entity); . . ' 

(k) Credit allowable -~ith respect to certain pa~ments to 
qualified organizations for basic research shall beasfollows: 

. . . . 
1 .. -In general, iri the case of any taxpayer who makes 

basic resea:rcli payments for any taxable year; - · 
. - . . . . . 

·i;- The· amount of basic research payments.·t~k¢n 
into account under (k)2 below -shall be equal to the 
excess of such basic research payments, over· the quali~ 
fied organization base period amount. . · . '. _-· _ - •-

ii, That portion of such basic research paymerits 
which does not . exceed the .qualified organi:zatiqn. b,~se 
period amount shall be treated as contract research 
expense~ for purposes of this paragraph. - . 

.. / ri1eans, with respect to any t~able year, any amount 
paid· in,,cash dtitiµg- such taxable year by a corporation 
to any 'qualified organization for basic research but only -

. . 

. . 

. (1) Such payment is pursuantto a written agree-
. ment between such corporation. and ·such qualified 
·. · m;gaqization; and · ·· · · · 

. ' ;) . . ' \ . 

. . · ._ (2) Such basic: research is, to be performed by _such 
· qualified organization. . .·. 

. .. ' 

iL. In th~ case of a qualifie_d organization described 
· . in (k)6iii. or .iv below (k)2i(2) above shall· not· apply. 

-3. -· For purposes of this subsection, the term "qualified· 
· 'organization base period amount" means any amount 

_. --· equal tb. the suqi of the .minimum basic research· amount, 
plus the maintenance-of-effort amount. .. · 

.:-.: ,. ,_· .(. .~-' -.. . ' .. __ .. . _· . ·,_ '(' >. . . 

4. · Concerning the miriiinum 1:>asic ,research amount, 
for purposes of this subsection: - · 

' . _·.. .. ;,· . . . --~.. . . . . .. · :· .. _ "' . ' . ' 

i. In general, the tenn "minimum basic research 
amount" means an amount equal to the greater . of: . 

· (l}One percent of_. the average of the sum of 
amounts paid or incurred during the base period for: 

. . 
(A).A.ny in~house research expenses; ·and, .• 
\ .-. i . . ., ' . . ..... 

(B) Any contract resear~h expenses; or '. 

- (2) The amounis tre~ted as contract research ex- . 
penses during the base period by reason of this 
subsection (as . in eff¢ct . during tµe . base period). _, ) 
ii. . Except in . the case · of · a taxpayer which was .in 

_ . existence during. the_ taxable year · ( other than a short 
· ta:irable yea:r) in the base period/the. minimum basic; 

research amount for any. base period.· shall . not be less 
than 50 percent ·of the basic research. payments for the 
'taxable year for which a• determination' is being made 
under this subsection. '· 

5. Concerning the mairi.tenance 9f effort· amdunt, for 
QUrposes. of-_this subsection: . 

. .• i.i . 1n general~ the . term "maintenance~6f-efforj:" -
. amount. means, with respect ·to, any -taxable year; an ' 
amount equal to the excess (if any) of 'an amount equal 
to: the average of the nondesigrtated university contri-

·. butions paid by the taxpayer during the base· period, 
multiplied by the ,cost-of-living adjustment for· the cal- ·· 
. endar year hi which such_ taxable year begins, . over the 
apiourit of noridesign~ted university contributions paid 

- by the taxpayer during such taxable ye~r; _ - · 
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ii. Nondesignated univers,ity contributions, for pur-
poses, of this pan1graph, mean1> any amount paid by a 
taxpayer. to any qualified organization described in (k)6i 
below: ' 

(1) for which a deduction was allowable , tinder. 
.IRC section 170; and 

(2) In which was not taken into account: 

(A) In computing the amount of the credit un-, 
der thi1, provision . ( as in effect . during the . base. 

' period) during any taxable year in' the base .period; 
or 

(B) As a basic research payment for purposes of 
this section. . . . 

iii. Cost-of-living adjustment shall be defined as fol-
lows: 

. (1} In general, the cost-of~living adjustment for 
any calendar year is the cost-of-living. ad}usttnent for 
such calendar year deter;mined ,under IRC, section 
l(f)(3), by substituting "calenda.r year.1987" for "cal~ 
endar year J9&9" in subparag~aph (B) of Code Sec-
tion l(f)(3). · ' · · · 

(2) If the base period of any taxpayer does not end 
in 1983 or 1984, IRC section l(f)(3)(B) shall, for 
purposes of this. paragraph, be applied by ~ubstituting 
the calendar year in which th.e base period ends for 
1989. Such substitution shall be in lieu of the substi~ 
tution under (k)5iii(l) above. 

6; . for purposes Of. this subsection, the. term "qualified 
organization" · means any of the following organization~: 

i. .. Educational institutions, . that is, . any· educational · 
organization which: · 

(1) Is an in,stitudon of higher education (within 
the meanjng of IRC section 3304(f)); and 

,' . . ;· 

(2) Is described in IRC section 1 ?0(b)(l)(A)(ii). 

. ii. Certain scientific research· organizations, that· is; 
any organization not described in (k)6i above,which: 

(1)1 Is described iri IRC section 501(c)(3) and is 
exempt from tax under IRCsection 501(a); .. 

C • / • ) 

(2) Is organized and operated primarily to conduct 
· se;ientific research;, and 

" (3) Is not a private foundation. 

iii. ·· · Scientific tax-exempt organizations, that is, any , 
organization which: , 

(1) Is described in: 

(3) Is organized. and ope~ated pr~arily to pto-
mote. scientific ~esearch by. qualified organizations 
described in subparagraph i pursuant, to written te-
search agreements; and . 

(4) Currently exp~nds: 

(A) Substantially all of its funds; or 

(B) Substantially all of the basic _research p~y~ 
ments received by it, for grants to, or contracts f,or 
basi.c res. earch wjth, an organization · described ![in 
(k)6i above. .. ·. ·. . 

iv.) .. Certain grant org~izations, that is, any orgaiii-
zation not described 4i (k)6ii 01; iii above which: i 

(1) Is described in IRCsection_ 501(c)(3) and I is 
exempt from tax under IRC section 501(a) (oth,et 
than a private ~oundation); . ' . . , ·. . . . j 

(2) Is estal:>hshed and .mamtamed by an orgam2Ja-
, . , I' 

tion established before July,lO, 1981, which meets t!,le 
requirements of (k)6iv(l) above; · . ! 

• • • I 

. ..... . ·.· . I 
(3) Is organized an_d operated exclusively for the 

purpose of making grants · to organizations describbd 
in (k)6i above pursuant ;to written n~se~rch agr~e" i 
.ments for purposes of basic research;·. and · I .• 

., .· . . , I 
( 4) Makes an election, revocable only with t~e 

conserit of the U.S; Secretary of the Treasury, .to be 
tre~ted as a private foundation for purposes of U Js. 

.. Code Title 26 (other than IRC section 4940, relatr· 1 g 

. ·· (o e)(cise tax based on.investment income). · •· • ·. 

. (I ) Definitions a~d<special rules shall ~e as 
1
follows: ·. . . ·. 

1. The term "basic research" means any original i -
vestigation for . the advancement of scientific knowledge 
not having a specific , commercial objective, except tbiat 
sµch term shall not inbhide: · . [ 

L Basic research conducted outsid~ of the Unit~d 
States; or I 

ii. Basic research in the social sciences, . arts, br 
humanities. I 
2. 1'he term "base period" means the three~taxabl~-

year period ending with the taxable year iminediate1y 
preceding the first taxable year of tlle taxpayer beginnilg 
after December 31, 1983. --. I 

• • . . I . 

3. For purposes of determining the amount of creqit 
allowable under subsection (k)l above, for. any taxab[e 

. , .. · . . . • I· 
year, the amount of the basic research payments takirn 

(A) IRC section 501(c)(3) (other than a private 
into acco11ntutider subsbction ('\c)2 above: I 

. ' i 
L Shall riot be · treated as · qualified research ex· 

foundation); or · 

: (B) IRC section 501(c)(6}; 

/2) Is exempt from tax ,under sectionJRC 501(a); 
• I - • 

penses under.(k)li above; and . ! , 

ii .. · . ~hall n. o. tr be. in.· eluded. in the c.omputation of. bal1 e•· amount under (k)lii_above. · , · .. 
I ' ' 

\~. •:.' ' \ ' 
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4. For. purpo;es of':applying (b) above to this subsec-
tirn;1, any· basic research' payments sqall .,be treated as an .· 
am.ount paid m, carrying -00: a trade . or: business of the . 

. . taxpayer.iii the taxable year;iii;wp.ich it-ispaid·(withour 
· regard to the provisions of(g)labove). · · · · '· · . . . . . . ' ' . . . 

: · 7 .. Research in the: social. scieh2~s, arts, or hui:nanitfot or \ .. ·¼ . . . . . . _\ 
... R . R¢se~tch fund~d by another:~rsoh {or goveflllilent . entity.)< . .. . ·: . ' . . _·.· ·-·. . . 

J; . -·: Ati S coipotatfon;' 

{See JRQ Sec:tion 41_- and regul~tfons_ thereunder- for otb.er -·-
.·_ .• ' definitiomrand:spe::ciai _rules concetnijig the reseatch credit)_.·· . 

. : : . . . . . . . . •-' . . . .. . ,-... ' 

ii. A personai )Joldhlg comparty(as defined irr I_RC . ·-•· . :(s) ;The re~eatch ailp_expe,µ~iture 'tax credit is d¢termin~ci . 
•.· se··ct'o·n·'542·)· or· . . . . . . -· as follows: . . . . . . .. . . . . 
. . . -.1 . '.. • . 

. . iii.' A. seivi~crorganizaHon (as defiµed ill)RC ~ec- .· 'C : ·). \First, calculate fixed~base' percentage. ·--:Fixed~bll~e .... 
tidn 414(tn)(3)). . . .. · 1 • . • • . .. . ' percentage is the percentage whicl:rthe aggregate·quali-

(m) F~r Special Rules; s~e IRC section 41(f),· .... 
1> I • . . -. ' 

. . . . " . . . . ( . 
(n) Notwithstanding any, provisio:n in -this sectiO:n to t11e _ · 

:Contrary; other than· ealculations _ made pursuant-. ta· (ti:) 
below, a credit car(:be claimed fo:r qnly those ie~earch 

. activities that are perfc,rined :in ~ew Jersey/·. 
. . . .· . . ; 

'(o) Notwithst:mc,ling any P,rOvisioh; in tlli:s s~ctfon to :the· . 
-.. contrary, a credit.for focrea~ed research 'activities is 'allowetJ . · 
· based on qualifiec'(expendih;ires niade in taxable years .be,-·_< 

fied. ~esearch expenses of the ·t~ayer ;for taxable· years. 
· begjnning after December 31, 1983 and before January.1, .. · 
. 1989 is of the aggregate ~bSS receipt1(_9fthe t~ayer for 
suchtax~bleyears. · ·-.: · · · ·· · · ·· · 

: . . . . . . 
· · .. Example; Year 

1984 . 
. )985 ,• 
1986. ·. 

· 1987, · . 
.. 1988 
· Total 

Qualified R~search laj,eh~cs .. ·. . . ·_. G~;;.,. Re~iprs .. · 

-. $~;~::"· . , s_:~~:·: 
6,000,000 . , .· 20:000:000 

_ 8;000,000 . _ . : 30,000,000 
10,000,0QO · :,. · . .- • 25,000,000' 

. $30,000,000 .. . · $100,000,000 .· 

$ 30 OilO 000 =e : ~W fixed percimtag~ . 
s100,009,ooo 

I 

·i 

ginning on and afterJainiaryJ; 1994. ·: -•· .· . , · __ . ·• · . . 
. , . i •' · .. · · · . ' / .. , • .· .. -•. ·, . · . . . · > 2, . Next, cpnipute the base ampurit. <The ba~e 'ariiount. 

. (p) Th~ .filmg. Ji a. consalldateq true return by a cpptrblled. . . .·...... 'is the . a~erage gross :recdpis . of th~ taxpayer for the fc:iQr . 
group -of corporations shall not be permitted,-. ·. · taxable years pr~ceding . th6 -tax~ble year for which the 

(- \ · - · · · · ·. · , · ·. ciedifl:s' being deteimined (credit ye~r) multiplied by the 
( q) Section ~efererices are to th~ Intern~ Reve1,111e Code, fixed base pe::rceritagei . . . . . . . . . . \. ; 

unless otherwise' noted. ' · · · · · ·· · · 

(r) The re~ea~ch creQit ~hall be, gex;ierally allQw.~d for .. 
qualified research. :•• Qilalified research is that which is· liniit- " 

. ed to. scierttifjc e~erimentation or erigineedng -~cti½.tjes ; 
. designedto; aid iµ the devefopinenfof a new or<iniproved 
\p~odu~, pr()(;ess; tecliniquc;, Jormula, invention;_ or coqiputei _ 

,Example:_ . ; Year . 
)990 
1991 . 
'1992 -

_)993 
·Total 

' '. ··, ,:_'•., 

. Average Gross Re~ipt~ 
. Fixed Base'I!ercentage 
· .· Ba.~~ Amoir:nt 

' 

. Gross Receipts 
. $ 25,000,000 , 

. 20,000,000. , 
35,000,000 

. 30,000,iloo 
J120,000,000 . _ 

. divided:by 4 '= · 
$30000000 / 
, x·3% 
$ . 9.00,000 

. software program. held for:.s~e, lease, or license; or used by·_ -· .· the taxpayedn a trade or business.. For in-house research -· , -· . 
expe,nses, this trade qr_hrisinessrequirement will be me:t.if . ·· 

. the prfucipal J:>urpose for .canducting the reseirch is to use 
the results of.the rysearch hi the active coQ<lu~:tofa :future· 

· trade _ or business. The research credit .shall geileta)ly not •· 
be allowed f6r thefQllowii:tg types ofactivitie$: . , ' . 

3. -~eri.,· co~pute. current qllalifi~d rese~ch experts~s._ 

l. ··Research conducted after the beginning" of c6m~ ; 
mercial production; . · 

-2: . Research ad~ptinf ah existing product ;Or process tb '.· 
a; pardcular·.custoJD¢r's need; · · ' ·· 

·. Total Costs! · -

·• Wages_ .. 
_Supplies' ·. 

. -Incurred' 

Depreciation . 
. Ov¢rhead 

$ 750;000 
250,000 
100000. .~-

· Tofal , $1,350,000 

. Th~n cb~pot~. the r~~ea;..,h t~ii credii. 

• . c;u~;ent ;ear ~ualifi~c(r~~~h ~n~es · 
Less, Base Amount' · · · 

. . T~ial inc;re~ental ·~e:searcii cxperi.:.;,s 
. Re~~rc~ tax ~tet!it % , 
. New J~rsey .research· tax creflit . ' · ·:.':t. 

R~arch Tax Ctedit • · . 
Qualified Research Expenses · 

. . ·. $ 500,000 
• . 250,iloo .· 

•. ·. :q.:;'. 
--~ 

$1,000,000 

,·-•-I· 
$1,000,000 

. . .L2!lQ,QOQ) . 
·--~ 100,000 .. 
·~ 

$ 10,000 .. 

3. •· DupHc:ation ofan ~xisting product or process; . ' .. 
. (t) Credit fot increased re::searcli activities· sliaff take ·pi:i-

4: SutVey .or ~tuclie~; orify IlS specffiJd by !i¢.J;s,A. :S4:lOA..::s;246., If arty amoutit. 
5;- Research relating t6- certaih internal:.us,e computer.·· of property or expertclitµres is inclu,ciM 111 the. ~alculation of' 

L"',•-· ', - -,. ' 

~oftware;> · · · · · •· · · · the "res~ai-cµ ciedif; or for which a .credit is allowed; then· no 
, _ ) _ _ _ __ _·_ _. ._·· _ \ ___ . · j such a01cm~ts cah be,.allowed for _the:tecyc~fu.g credit/JEaP::t!~ . 

. 6; -Research conducted:outsid¢:the'State,of New Jer- facturing -atid employfuent:investmen(~redit; and the new 
sey; job~ credit, -.- . . . -. . i . ' . . . 

.. .. - :. 

:·.). ...... .. ·. 

;( 7-31 
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\ :::t;~;t~l1fj:rta~;:1tkt~tft9t&)1i1\ 1~~4'.·:·••: ...... ·<•\;::· .. . 
:·• &ei;ti{ui was ?Inve$~meiit · in :;s.119sidiarjef allows prc1p9dionat~ i-~du 

... ·tioli 'for, 'calculating net wortl:i''. · . ::: · .· · "' · 
·,.,,-_. ,, :··,·. ·:· :_:_,:__ :,;, . ., • .. '. ~··'. · .• ·:· i"".' , 

,, ·is:7;~;4 }·(Jtis~l"\7~~) /•· .··.·· 

.• f ~t·~a)~.ft1~:~~~ptty'.~reri 
'., _-. -·:.,, ~--. -.. 

18:7,4,5 Jitdebtt(Jµe,s :QwjiJjf directlfri~indire~tly ·.· 
·. , . ·. . j~) :·(•In_cJ~btedn~is''is~cii l~it~d:~ ::$~bie);iclie du{~tio~ ···... tvj}~~ F~dirhl aedu~~~n\11lde/1~p:s~~iil)~\fa. ~iti'b~ i .. tbeteof ai)d .thus Jn¢lude.s ~1Ld¢bts duei. wl.letJier mone~, . 

.. tbe'same;forNewJersey,purpose~,.:Sll).Cethe~~ 1s, no.New' •. ·:11 nt::::~~¢[~i~~:ft~!s.,ocfr1~p.·· st~~e.t8l;.:~recli\ : •• 

. ···• .. •·• (i),·T~6- 6;~dit allg~i6;~•j;/anf · ilveriJ~· :cannpt. ·: 
. . ~c~ed:.50 per¢ent pfth~ tax ,liability otherwiSe due ~m the_: 
: ") re(Uql;•>· . ·.. . . . , /·, ,:• ...... ' .. . 

· .. · .. -.-r ~·. 

. rJg~~l·$.{~it~~re,n;,~\. ~~~J;fl~~~ate~J:~~:.rJ. 
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: .' ( z ~. ~;~cli~S' all~wabl~ :~hall be applied· in the ~rder of the ' ' ( d)':bire"ct inde~.t~dni!i~: In th~ case' .Qf 'a creµitor,. ~_orpo- '). : 

:::~:.:::i~~iii~·k~~ .. ,, 1,.,,··· • . • :ic;.:&r::i.~~~.!.:i.~ii~.·~l.t .' ·s~e: ·27.!_lq;it 8.4i(a)~ ~7N.J.R 32l0@> · · · . . .. . . • . . ... •. . . . . . . • .. . . 1 
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. . sy\1~ 4, ENT(~ N]ar WOR'f\4 !:'1;; =::. ~•::,:.:1':U;n:~~ . 

. 18:7~.l · ;(Reserve~)- .. · ~:;:!:~r:?;bt~:~:b;r;i~i~i;trycc:;i:~~s\d:~i .: .· '•f;i1~~tt?iSJ(:j~i's~:~~;~it(~)~ 7,)'.~8.3- :/}],:·< ·.· · .· ors.$.d cte9.1tors may not'\W attnputable as.o~gind1rectlY, . 

·.··-~~J~~n\&~is,~~·~1;2tt ./$~!~Si~fJ~lt ... •· 
. {t) addeci. . .•· ,:_ . : . ' . :.· ... cc' .•• ' ' ·:;< ' . was.· not7tlie>so~rce .... of the. fu.nds: since.· .it hair .the. bµrden .· dt 

. .i.·::beif t~1:·1:rt~t1~~f r;tt:9t&~;l··~S,:i~91'·· \, : ..... · .. 
. ··. ::Section'was ''Entire n¢f.WOfth;defini(ion; t:9~p4t11tiQn", 

. ';, ·>,·•· :tr.:, .. 

18:7-42 · (Reserved) 

, .§!~liiltti;;;1~r v,• . 
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