v

CORPORATION BUSINESS TAX ACT

18 7-1 6f

Amended by R: 1970 d. 121 effectlve October 5 1970 IR

See: 2 N.J.R. 78(a),2NJR 95(a). - P

Amended by R.1979 d.45, effective February 6, 1979

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

Amended by R.1983 d.62, effective March 7 1983

See: - 14 N:J.R: 1206(a), 15 NJ.R.343(d).” . '
“Added “accounting period- before July 1, 1986” to’ (a)

“accounting period before April 1, 1983” to (a)l i and ii.

(a). Also added (b).

Amended by R.1994 d.186, effective Aprll 18,1994.

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

Statutory References :
See NJ S.A. 54 10A-5"as to. how taxpayers should compute the
amount of franchlse tax payable ’ v

i

Case Notes

Authorrzed share schedule is'to:be used only where it results in'a::. -
lesser amount to add to a taxpayer s net income than an amount based
‘on total corporate assets, in determining annual corporation franchise”
tax; - corporation business. tax 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, D1v of Taxatlon 83 N.L 122,416 A 2d 37 (1980) ’

e

'18: 7-1 2 Total tax self-assessed

-The total tax is self-assessed and payable by each taxpay- o
‘er, o _,‘, >

Amended by R.1994 d.186, fft April 18, 1994, - YRR S
T 26 NJR g pn T e 18 7—16 Taxable status* how created

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

i ] Cross References
See Sectlon 1.1 (General provrsrons) of: th1s chapter

18 7—1 3 Defimtron of taxpayer

. ) T
(a) The term “taxpayer shall mean any corporatron re-
quired to report or to pay. taxes mterest on penaltles under - ‘
this Act. ... S : SRS C

(b) Any recerver referee trustee assrgnee or other frdu-
ciary, or any officer “or agent appomted by ‘any court to -
conduct the business or conserve the assets of any corpora- -
tion shall be subject to the tax unposed in the same; manner .

and to the: same extent asa corporatron

Statutory References C

" See N. J. S. A 54: 10A—4(h) as’ to ofﬁcral defrnrtron of “taxpayer ”

See N.J.S.A. 54:10A-11 as to recervers and others subject to the tax R
. 1mposed by thrs Act. . . .

{

18:7-1. 4 Deﬁmtlon of corporatlon

~ The term corporatlon shall mean any corporatron ]omt-
stock company or -association and any business conducted by

‘a trustee or trustees wherem interest or ownership is evi- -

- denced by a certificate of interest or ‘ownership or srrmlar T

written instrument. and includes any corporation’ created or .-

-organized under the laws of New Jersey and. any forelgn

: corporatlon whrch is. authorrzed to do busmess, or 1s domg ‘

Added _
Added Bto:

. See: 26 NIJR. 761(a), 26 NJR. 1696(b)

T : _ ) :
busmess or employs Or>OWns caprtal or property or main-.

“tains an office in‘New Jersey ina corporate or orgamzed» o
* capacity. by virtue of creation or organ1zat10n under laws of -
the United States or any. state, temtory or possessron there-
of, the District of Columbia, or any foreign country, orany
,';polrtrcal subdlwsron of- the foregomg, which. provrded a

: 'medrum for the conduct of busmess or the sharrng of 1ts%
;‘gams S :

Statutory References

-\_ T

See N J S.A 54 10A—4(c) asto deﬁmtron of “corporatron” '

_18 7-1.5 errted partnershrp assocratrons subject to the

: Act

Lumted partnershrp assocratrons formed under NJ SA
42 3—1 are subject to tax ‘under the Act. No-new. l1m1ted

.‘partnershrp associations shall be- formed in New Jersey in '

accordance w1th N. J S: A 42:3-1 et seq after September 21
1988 b . . :

vv‘

Amended by R. 1994 d. 186 effectrve Aprll 18 1994

M

;-
Ng

Statutory References L '

N J. S A 54 10A—4(c)

(a) Every corporatron not: expressly exempted is. deemed
~ "to.have or to have acqulred a taxable status under the Act
- and is required to file a return' and pay a.tax thereunder L
o ‘provrded 1t falls wrthm any one of the followmg '

1 Ex1stmg under the laws of the State of New Jersey, :
' or_ : . T

2 If a forergn corporat1on

busmess m th1s State 1ssued by the Secretary of State ‘
\or o . S .

t1on 1ssued by any-other State department or agency,
. authonzmg the company to engage in corporate act1v1ty‘, :
‘wrthm thlS State or - - S :

Domg busmess in thrs State or o
' 1v Employmg or owmng caprtal in thrs State or " e
v Employrng or owmng property 1n thrs State or
vl Mamtalnmg an off1ce in thrs State ' '

1 For reportmg forms, see Sectron 14 20 of thrs Chapter o

S
o
PR

Statutory References -

See N:J. SA 54: 10A—2 as to what acts constrtute domg busmess m T
State of New Jersey for purposes of acquiring a taxable status.

) i

', supp.,;rz‘-ls-% -

Holdmg a: general certrﬁcate of Authonty to do L

Holdrng a certrfrcate, hcense or other~ authonza- —
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___ ver. OF‘TREASUJiY%TAXATION,.

Case Notes

Farlure to permrt allocatron to New Jersey corporatlon which owned" i

'~ rental property in Connecticut butjhad no regular- employees working

outside New Jersey held neithier 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 NJ Super 305 473 A2d 982 (App Div.

- _1984)

" Nonresrdent corporation’s commercial activities in state amounted to.

“the “solicitation of ‘orders”. Pomco Graphics, Inc V. Drrector Div. of
Taxatlon 13 N J.Tax 578 (1993) . .

Presence of property in New’ Jersey, mamtenance of workplace in -
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 ¢orporation personnel exceed-

 ed the mere solicitation-of orders and rendered a Pennsylvania.corpora-
"t tion liable for payment of New Jersey corporatron business tax. Ring- .-~ .-
gold -Coal Mining.Co: v. " Taxation: Div. Drrector, 4 NJ.Tax 321 (Tax '

- Cu198). J

'_ 18’:'7—,1.7:. Domestic corporations subject to tax

- (a) The tax is 'imposed' on. every ‘domestic corporation,

with specified exceptions, for ‘the mere ‘possession of the -

pr1v1lege of havmg 1ts corporate franchlse

(b) A domestlc corporatlon not otherw1se exempt is sub- .. ‘

ject to tax for every fiscal or calendar accounting period, or
‘part thereof, whether it does business, owns capltal or

. property, maintains an.office, or engages in any’ actrvrty, '
. whether w1th1n or without New Jersey. - o

el

(c) A domestict corporation is subject. to tax even though

it carries on its business entirely outside New Jersey.

Statutory Ret‘ere'nces B

See N.J.S.A. 54:10A-2 as to domestic corporatlons sub]ect Ito New

.- Jersey annual franchise tax.

’ .
LA

FAR TR : Case Notes "

.

Failure to -permit ‘allocation to New Jersey corporatlon whrch owned :

~ rental property in Connecticut but had no regular employees working

outside New Jersey held neither contrary to‘the.scheme of the Business

Téx Act, a burden on interstate commerce nor double taxation. S.M.Z.
-Corp. v. Director, Div. of Taxation, 5 NJ.Tax 232 (Tax’ Ct1982)
reversed and remanded 193 N.J. Super 305 473. A2d 982 (App Div.
lf1984) _

»,18 7—1 8 Forelgn corporatlons sub_]ect to tax

(a) Quahfrcatrons for subject corporatrons

tions, and includes. every corporation which does business,

‘ vemploys or owns capital or property, or maintains an “office -

in New Jersey in a corporate or organized capacrty, regard-

less of whether it has formally. quahfled or 'is authorlzed to

--do busmess in New Jersey

Supp. 12-1895 -

Jersey annual franchise. tax

‘The' tax is
: leIlpOSCd on every foreign corporation: having a. taxable ~
* status as described in N.J.A.C. 18:7-1.6 with specified excep- ‘

|

Example 1 RETE : ' -

i A foreign manufacturmg corporatlon\ has its factory _V

outside New Jersey.. Its only activity in New Jersey is
‘the maintenance: of ‘an office within the State. ..The
.- orders’ are forwarded to its. home offrce outside the

State for - ‘acceptance and the merchandise is shlpped )
. from the factory direct to the purchasers. The corpora- '

tion- is subject to the Tax Act because it mamtams an -

‘office within the State : v -
. Example 2 A
A forelgn corporatlon which operates several retarl
stores outside New Jersey, leases an - office: in New
Jersey for the convenience. of its buyers when they
‘come to New Jersey. . It has several employees perma-
~nently assigned to such office.
office to solicit orders from the buyers, and the‘mer-
.chandise is shipped to such office by the sellers. Upon
receipt the merchandise is éxamined, separated by them
‘to the various stores of the corporation outside New

-Jersey. The corporation is sub]ect ‘to the Tax ‘Act.
because it maintains an office, is regularly doing busr- ‘

" ness through its constrtuted representatrves and owns
property in New Jersey. . .

Note: The foregoing examples 1llustrate condmons g1v-‘_ :

- ing rise to!taxable status without regard to whether or
not. the corporation holds a general or special cert1f1-

cate of authority to do business in New Jersey. ! It

~ should be noted that if - the corporation- holds ‘any

of that fact alone
: (

(b) Mandatory submlssron of affrdav1t proof of authon—
zation to do business.

subject to tax under the Act must submit an-affidavit by a

~ duly authonzed corporate officer, stating whether or not the

corporatlon at any time prior to the date of admltted
sub]ect1v1ty under ‘the Act held any authorization to | do

business in New J ersey or carried on in- thrs State any of |the

actrvrtles set forth in N J. A C.187-16(b). g

| .
Amended by R. 1994 d 186, effectlve Aprrl 18, 1994 U : .

' See: 26 NJR. 761(a), 26N R: 1696(b)

Statutory Referenices |

See NJSA. 54: 10A—2 as- to. foreign corporatrons subject to

CaseNotes T,

Nonresrdent corporatron s commercral activities in state amounted to
Pomco Graphrcs Inc. v.-Director, Div. of

the “solicitation of orders”.
Taxation, 13 N.J.Tax 578 (1993). L ‘ }

Forelgn corporation held to ‘be domg busmess in New Jersey S0 as.to
be subject to- the corporation business tax; requiring the’ corporatlon to
file a business tax return was not a-violation of due process. Thomson-—
Leeds Co.; Inc. v. Taxation Drv Drrector 8 NJ Tax 24 (Tax Ct 1985)

l

i 1

i
|

. Salesmen call at’ the :

\

certificate of authority, it is sub]ect to the Act by v1rtue :

l
l
New '
l

A forergn corporatron Wthh is



" business - tax not "limited to intrastate businesses..

" ‘gold Coal Mining Co V. Taxatlon D1v Drrector 4 NJ Tax 321 (Tax
- Ct. 1982) , ; _ -

CORPORATION BUSINESS TAX ACT

kY

Corporation’s activities: in- New Jersey held to constxtute “domg‘

business” for the purposes of the corporation business tax; corporatlon :

Tamko' Asphalt -

- Products, Inc. of Maryland v. Glaser, 5 N.J.Tax 446 (Tax Ct. 1983),‘: .
- affirmed per curiam 6 N.J.Tax 342 (App Div.1984). .,

Failure to- permlt allocatlon to New Jersey corporatlon which owned

rental property in Connecticut but had no regular employees working

outside New Jerséy held 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 NJ Super 305 473 A2d 982 (App Div.

1984).

‘Presence of property in New Jersey, mamtenance of workplace in
New Jersey employee’s home, employee’s encouragement to customers -

“to pay due bills, handling of customer complaints and- ad]ustments 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-

18:7-1.9 Domg busmess in New Jersey, defimtlon and .
- rules of constructlon '

(a) The term “domg business” is used ina comprehensive

 sense and. includes all actrvrtres whrch occupy the trme or -

labor of men for profrt

1. Regardless of the nature of its - actrvrtres, every _' :
corporation orgamzed for profit-and carrying out any of -

« the purposes of its organization within the State shall be

- deemed to be “doing busmess for the purposes of this

Act.

2. In determining -whether a corporation’ is~ “doing

business”, it is 1mmater1al whether 1ts actrvrtres result ina

profrt ora loss

(b) ‘Whether a. forergn corporatlon is dorng business in
New Ji ersey is determined by the facts in each case. Consrd-‘ ,
. eration is grven to such factors as: ' -

. 1. The nature and extent of the actrvrtres of the

corporatlon m New J. ersey;

s

2. The location of its offlces and other places of
ﬂ.vbusmess : o

3. The continuity, - frequency and regularrty .of thef

‘ actrvmes of the corporation m N ew J ersey;

4. The employment i in New Jersey of agents offrcers'

and employees;

5. The locatlon of the actual seat of management or

control of the corporatron

Y

(c) A forergn corporatron 'shall not be deemed to be

‘doing business or employing or owning capltal -or propertyv
in this State for the purposes of the Act by reason of the:
-followmg R R R

'l‘. The mamtenance of cash balances wrth banks or. -

“trust compames in New J ersey, .

2. The ownership of shares of stock or. securltles kept, -

~in New' Jersey in a safe deposrt box, safe, vault or other -

| P 187-19

—~— - e

_ receptacle rented for the purpose, or pledged as collateral

~ security, or deposited with one or more banks or trust
companies, or brokers who are members of a recogmzed

“'securrty exchange in safekeeprng or custody - accounts;

3. The- takmg of: any actlon by any such bank or trust
company or broker which is iincidental to the renderrng of
7 safekeepmg or custodran servrce to such corporatron '

4. Any combmatron of. the foregomg act1v1t1es

(d) If the only busrness actrvrty of a forergn corporatron

within- New Jersey cons1sts of the solicitation of orders for
- sales of its tangible ‘personal property, which orders are to -
- be sent outside the State for acceptance or rejection and, if
~accepted, are to be filled by shipment or delrvery from a . .

point 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
'§ 381)

(See PL. 86272, 15 UsC.

N _
L.~ For the 1n-State act1v1t1es of the forergn corporatron

to be’ immune from taxation for the purposes of “domg
‘ busmess, such actrvrtres must be limited solely to: -

Speech or ‘conduct that exphcrtly or nnplrcrtly
1nv1tes an order; and -

R 1 8 Act1v1t1es ‘that nerther exphcrtly nor unphcrtly
" invite an-order but that are entrrely ancrllary to. requests

-+ for an- order

2. Examples of activities that may be consrdered non- A

:nnmune are:
Reparrs maintenance, and mstallatrons
ii. Collectron or repossessron actrvrtres
- i, Credit mvestrgatrons E ,
" Personnel courses or lectures; - :
2 Techmcal assrstance |

- Vi,

)

Vi, Approving or acceptmg orders or securmg de- o

: posrts on sales;

Vlll
o ,actrvrtres

ix. Malntarnmg a dlsplay at a smgle locatron in -

s excess of two weeks during the tax year;

: Carrymg samples for sale, exchange or dlstnbu-'
' 'tron in -any manner. for consrderatron or other value;

CXi Ownmg, leasmg, or mamtammg in-state facrlrtres

g_such as a warehouse or answering service; and
Consrgnment of personal property

3 Examples of immune actrvrtles are:

' Customer complamt resolutron 1f the sole pur- >
~pose is not to mgratrate sales personnel wrth the cus-
tomer : o : . )

Acqurrmg personnel for other than solrcrtatron )

: Supp. 12-18-95

BN



DEPT or TREASURY—TAXAT -

»Sohcrtatron of orders through advertrsrng, . ‘

‘ Carryrng samples for drsplay or drstrrbutron wrth
v ‘7’._out charge, '

- Provrdmg automobrles owned or leased regrs-
o tered or not regrstered in New Jersey, to’ sales person—
e nel “for therr use in- conductmg protected actrvrtres

S lV Checkmg customer 1nventor1es wrthout charge
R

L Mamtammg a drsplay at. a smgle 10cat1on for less B
o than two weeks durmg the tax year o ; PR

SN Recrurtment trammg, or evaluatrng of sales pe y
s.Onnel;"_j T e S

- Vil A sales’ employee s m—home work space that is - b

'not pard for by the company, and o

.

trate sales personnel wrth the customer

: mamtam an office without the company’s loss-of unmumty

- Sales representatrves who represent a single pnncrpal w0u1d
not be considered ‘independent . contractors. Immumty

) ',‘would be lost if the mdependent contractor marntamed ‘a
. “ stock ‘of goods- in the State under consrgnment,or for
-~ ‘_-purposes other than for drsplay and solrcrtatron s

W .Amended by R 1994 d 186 effectrve Aprrl 18 1994 : .
_See: 26 N.J.R. 761(a), 26 N.J.R. 1696(b). o G
- Amended by R.1995 d.-194, effectrve Aprrl 3, 1995 See: 27 NJ R
471(a), 27 NJ.R. 1440(b) Dy o

Statutory References

SR See NJ S.A.-54:10A-2 as ‘to what acts constrtute dorng busmess in
K ;New Jersey for purposes of acqurrrng a taxable status )

Case Notes

: Forergn corporatron held to be’ dorng busmess in: New Jersey so-as to
b 'be subject to the’ ‘corporation business tax; ‘requiring the corporatron to-
- - file-a business tax Teturn was not'a violation of due process. - Thomson~" .
: Leeds Co., Inc. v. Taxation' Div. Director, 8 N.J. Tax 24 (Tax C. 1985)

Corporatrons actrvrtres in . New Jersey held: t0. constrtute “domg

.-~ business” for the purposes of the corporation. busmess ‘tax; “corporation -

_ “-business - tax not . limited to intrastate businesses. -Tamko -Asphalt
" Products, ‘Inc. .of Maryland v. Glaser, 5-N.J.Tax 446 (Tax Ct 1983),
S _affirmed per curram 6 N J. Tax 342 (App Drv 1984) A

" »18 7-1 10 Forergn corporatrons engaged m mterstate
s commerce: - PR

(a) A foreign. corporatron whrch falls wrthm any of the ‘ |

S NJAC. 18:7-1.6 is ‘subject to the Tax Act notwrthstandmg
. _1ts busmess is. wholly or partly in mterstate commerce

: (b) Such tax is measured by entire net mcome allocable
to ‘New: Jersey, 1ncludrng that derrved from or. used m
mterstate commerce R R -

L Amended by R 1994 d 186 effectrve Aprll 18 1994 e
See 26 N J R. 761(3), 26 N J.R. 1696(]3)

o 'New Jersey for

, "New Je ersey wrthm the meanmg of the Act -‘ e

VA

Vil Medratrng customer complamts 1f ]ust to mgra- : l'.

(e) Independent contractors may solrcrt or make sales or . i because lt owns property m New Jersey

| YQ‘:N.-J.’.SV.A;54:'10A;2.Z ’

'Jersey 10 -allow."taxation -without - violating commerce - clause..
. "-Andy, Inc.v. Taxatron Drv Drrector 8 N.J. Tax 593 (1986)

O 18 7-1 12
‘ ‘-;mclude :
. compames subJect to tax under N.J. S A. 54:30A-16 et

“;‘categorres creatmg a. taxable status ‘as’ enumerated 1n‘,. B

- "v54 29A—1 et seq 5

L ‘gross recerpts, or rnsurance premlums collected

:Statutory References ?“ ‘.

See N.J S.A 54 10A—2 as:t0 what ‘acts constltute domg busrne
0ses of: acqurrmgataxable status R

18 7—1 11 Forergn corporatlons stockmg goods in New
’ Jersey ’ ST ‘

A forergn corporatron whrch regularly mamtarns a stock v

of goods in New Jersey and makes deliveries to. its custom-

ers from'such’ stock shall be, deemed to’ be doing. busmess in- i

T : Examplél

e A forergn manufacturrng corporatron has its factorres
- and offices located outside New. J ersey. ~Its sole actrvrty
~in-New Jersey consists of: holdmg or stormg goods in a’
public warelouse in'this. State ‘It has no employees in .
New Jersey. The corporatron is subject to the Tax vAct, o

- »:;'Example 2

A forergn manufacturrng corporatron has 1ts factory s
 outside New. Jersey. - Its: only activity in' New’ Jersey is. v
~ the maintenance of ‘an office within the State: The -~
. orders are- forwarded to its home office -outside| the
L State for acceptance and the-. merchandrse is shrp ed
. “from the factory direct to the purchasers -The corpora-.
- tion is subject-to the Tax Act because it marntam‘ al

: 'offrce wrthrn the State ‘ S

s Statutory References

Case Notes B : R
New

Forergn corporatron s contacts establrshed mrmmal nexus \mth TR
‘Mark- " -

Exempt corporatrons

@ Corpor "ons exempted from taxatron under the A

1 Telegraph telephone, cable or telecommumcat.v

':‘g (including, without limitation, N.JS.A. 54:30A-186); or
: "v_any statute law 1mposmg a smnlar tax or taxes '

A .,Rarlroad compan_l_, subj

3 Energy, gas and electrrc companres subject to ax
“‘under N.J.S.A. 54:30A-49; et seq.;" or any statute or|law
'-1mp0srng a srmrlar tax 'Or. taxes e i




e

- CORPORATION BUSiNESS' TAX:’ACTV ERTAN

A

l

~

 wise prohrbrted by the apphcable credrt statutes

(c) The aggregate annual credrt allowed for a tax year
shall be an amount equal to ‘the. sum of one-fifth of ‘the
allowable credit.for quahfred investment placed. into service
or use during a prior tax year, plus one-fifth of the allowable

- credit for qualified- investment placed mto servrce or use

durrng the current tax year.

1. The amount .of the credrt shall not reduce the tax
liability by more than 50 percent of that portion of the

’ taxpayer’s: tax lrabrhty otherwise due for all tax years"
which is attributable to and the drrect result of the-w :

‘taxpayer’s qualrfred mvestment

2. The amount of the tax credrt shall not reduce the -
tax liability below the statutory mrmmum tax provrded at -

NJ.S.A. 54:10A~5.7b. S S A
3. If the credit’ exceeds the hmrtatrons in (c) through

- (02 above, the , amount - of credit remaining shall be =
. refunded to: the taxpayer
‘taxpayer shall not-exceed 50 ‘percent of the sum of the :

" The amount refunded to the

amount of property taxes timely pard in_the taxable year
pursuant to N.J.S.A. 54:4-1 et seq. and the amount of
’nnplrcrt property taxes ‘paid through rent ot lease pay-
ments in respect-of- property taxable pursuant to N.J.S.A.
54:4-1 et seq., and for which taxes another party that is

“not a related person is liable, which is attributable to and__
the direct result of the taxpayer’s qualified investment.

Any excess amount may not be carrred forward

(d) The credrt shall only be apphed agamst corporatron-
/ businéss tax liability attributable to, and the drrect result of,
-+ the taxpayer’s qualified investment. '

1. If the taxpayer’s lrabﬂrty for corporatron busrness
~ . tax, local property tax, and implicit property tax paid .
- through rental or lease on property subject to local tax .

i

~and for which taxes another party that is. not a related

person is liable, are not solely attributable to the taxpay-

er’s quahfred investment, then the amount of such taxes
S0 attrrbutable may be determrned by multrplymg the

~ amount of tax due under those tax acts for the tax year by -
J the ratio of compensation paid during the taxable year to -
~all employees of the taxpayer employed in New Jersey
whose positions are directly attributable to the qualified

investment, to total compensation paid during the taxable

““year to all employees of the taxpayer employed in’ New..

Jersey. g

2. Any credrts allowable under NJ SA 54 10A-5. 3' o

~ (recycling tax credit), N.J.S.A. 52:27H-78 (urban enter-
~prise zone credit), and N.JS. A. 55:19-13 (urban develop-

~ ‘ment corporation credit) shall be applied against and

reduce only the amount of corporation business tax not

apportioned tq the: quahfred investment under - this -act. '_’\ :
amount of corporatron busrness tax. apportroned to the -
qualified .investment under thrs act that is not offset by
the amount of annual credit agamst the tax allowed under. - -

Any excess of .those credits may be applied against the

- the act for the tax year, unless. their applrcatron is. other—

. -k
[N F

. property must be followed

| 7-25 N } ;

(e) The unused portron of the credit shall be forfetted it

the property is drsposed of prror toithe end of its recovery .

" period, or ‘ceases to be used in a new or expanded business .-

facility, except where the cessation is due ‘to fire, flood, .
.storm or other casualty, pursuant to 'the provrsrons of

 NJ.S.A: 54:10A-5.10 and 5. 11 Except when the cessation *
" is due to fire, flood, storm or other casualty, the taxpayer

v _shall redetermine the amount of credit allowed in-earlier
years - pursuant to - the . calculation under N.J. SA.

-'54:10A-5.10b. - The taxpayer shall then file a reconcrhatron
statement with its annual corporation business tax return. for
the year in which the forfeiture occurs, and pay ‘any -addi- -
tional taxes owed' due to ‘the reduction of the amount of

“credit allowable for such earher years; -together with any

penalty and interest for failure 'to pay any such tax as -

,\,V-provrded in the State Tax Unrform Procedure Law ‘

-1 If the average number of employees attrrbutable to.

the quahfred investment falls below the mrnrmum number_ ]

of newjobs: created upon which the taxpayers -annual
o credrt was based, the credit shall be redetermined and the
~excess/forfeited for the current’ tax year and, for each

succeeding year pursuant to the calculatrons requrred B

. v'under N.J. S A. 54: 10A—5 10c

No prior approval will be

‘filed on or before ‘the: orrgmal due date of the return.
However, the return will be reviewed upon frlmg, and: the
Division will notify the taxpayer if the credit is disallowed.
If the taxpayer applies for an extension to file -Form =
CBT-100 or CBT-1008S, a letter applrcatron from the tax- -
payer- requestmg allowance of the credit must accompany
the request for - extension, Form CBT-200T. The record- -
- keeping requirements of N.J.S.A: 54:10A-5. 12 for quahfred\

EXAMPLE

N New Jersey Investment Tax Credrt Calculatron ' ‘

o

Corporatron 'ABC ‘in 1994 purchases ‘and installs - the ‘
followmg at location: D in New Jersey: : S

o ‘ L A ‘Tnewly constructed burldmg for $1 000 000
2 quurpment with three year life for‘$100 000 o

| C3 Equlpment wrth five year life for $200 000 and L
4. An n aiplane for $100,000. ' o

- At locatron E in New Jersey, the corporatron makes o

: reparrs on exrstmg facrhtres for $250 000.

" At location F in New Jersey, the: corporatron purchases a" '
~ building, OWned and used by (an unrelated party, for .
$500 000. , ‘

{

- Supp. 12-18-95

(f) NJS.A. 54:10A~ 5.13 requrres the taxpayer to make S
. A-'wrrtten application to the Director of the Division of Taxa-

- tion for allowance of the credit. :
' requrred if the return and Form 304 claiming the credit are -~
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All locatlons are in New Jersey None of the locatrons :

h are m an urban enterprlse zone.

ABC m 1993 had 50 employees, all at locatlon E, w1th

- annual payroll of $2,000,000- and . gross - recelpts -of

$5,000,000.. In. 1994 ABC employs 120 people, 50 at loca-
“tion E, 65 at location D; and five at location F, all with
_income above $30,000, and has gross receipts of $10,000,000
and payroll -of $5,000,000. The 65 employees at- location D,
are all newly. hired New Jersey residents with total compen-
_sation of $3,000,000. The corporatron ‘business tax habrhty
for ABC in 1994 is $10 000 :

ABC should compute its 1994 New Jersey 1nvestment tax

eredit this way: (Line reference numbers are to- Form 304
(1—95) New Jobs Investment Tax Credlt )

JFlrst calculate the allowable mvestment base as follows

Quahfred mvestment
" line 4(a) with three year s ' ‘
2o life ' 035><$ 100000—$ 35000
‘line 4(b) w1th five year life 0. 70 X 200 000 = 140,000
line 4(c) with seven nyearor . .. ’ DRI

...~ more life , -1.00 X 1 000, 000 =1 O(JO OOO
.- line 5 Sum of lines 4(a) - o
> 4(b), and 4(c) : SRR $1 175 000

- The 1nvestment base i is $1 175 000

(The arrplane purchase does ot quahfy the repalrs at

location E do not qualify; and the purchase of existing

~property at location F: does not qualify. :See N JS.A. .
T 54: 10A—5 5-and NJA.C. 18:7-3. 22(b) ) :

Second calculate the. number of ehglble new ]obs created
as follows in order to’ arrlve at the new: ]obs factor:

: vhne 6(a) Average New Jersey employment for

this tax year(: : - ,\1'20

~'line 6(b). Average New Jersey employment for

" line 11 Compensatron of all new _]ObS in New

S

Fourth calculate tax attrrbutable to new mvestment Wthh
is ehgrble to be offset by the credit (which is proportronal to .
: compensatron of new’ employees relatlve to all employe(.s)

./:‘ )

Jersey attr1butab1e to the quahﬁed invest- "o

~ment . - L $30l)0 )00

line 12 Total compensatlon of all employees in” o
. ‘New Jersey - ST $5 OOO 000 -
line 13 Divide line 11 by line’ 12 S ST .60

‘ ‘line 15, Multrply 11ne 13 by line 11 CBT-lOO o
e pagel . ’ , _ S 7.6000 -

- ;F].fth arrrve at the allowable credrt o

' line 16 Multrply line 15 by 50 percent . - o $3 000 -

New Rule; R: 1995 d 461 effective August 21 1995.
See: 27 N.JR. 840(a) 27NJ.R. 3209(a) ’
Administrative correction. - . -

" See: 27'N.JLR: 4908(a). " e
 Public Notice: Inflation adjustments

N See 27 NJ R 4921(a)
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‘line 14 Enter tax hablhty from front page of

CBT

line 17 Enter the smaller of lme 10 or hne 16 B 1175 - Py

(a) A taxpayer shall be allowed a credit agamst 1ts corpo-
_ration business tax liability in an amount equal to 10 percent’ -~
of. the excess of the quahfred research expenses. for the frscal i

_or ‘calendar accountmg year over the base amount, ‘and 10'

percent of the basic research payments determined in accor-' AT

" dance with IRC Section 41 as’in"effect on Juné 30, 1992 ’

- provided that IRC Section 41(h) relating to termination |of,. L
' the avallabthty of the credit in 1995 shall not apply ) | -

l

(b) For purposes of th1s sectron the term “quahfred
research expenses” means the sum of the followmg amounts
- which are pard ‘or. mcurred by the taxpayer ‘during the .

" taxable year in carrymg on any trade or busmess of: tllre n

‘taxpayer R I

last tax year 50
"line 6(c)’Subtract line 6(b) from lme 6(a) , - ,’70
‘line' 6(d) Divide line- 6(a) by 2 2 760
_line 6(e) Number of eligible new ]obs oo 65
line 6(f) Smaller of 6(c), 6(d); or-6(e) .- ‘ 60
“iline 7(a) Divide line 6(f) by 50 with no remamder,, RS A
line 7(b) Multiply line 7(a) by .005. "% - 50057
lme 7(c) Enter the smaller of .10.or. lme 7(b) j : 005 o

(The number of ehglble ]ObS 1s hrmted to 60 ‘One- -half total-

employment ABC is, with $1O 000, 000 in gross receipts,

not a small taxpayer in 1994) R o
B The new ]obs factor is. 005 »
: -Thlrd calculate the maxunum annual credrt

' fhne 8 Multrply hne 7(c) x line2 x 2 :
005 x'$t, 175 000 x 2 = $1 175

o :.lme 9 Quahfxed mvestment from prior two years L _0
- line 10 Aggregate Annual Credit: .. ‘

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

.‘/.'

S f’s"upp.»li'zl-ls-9‘5{' -

)

i computers in the conduct of quahfred research

7-26

; 1. In—house research expenses and

- 2. Contract research expenses A

>

L Any wages pard or mcurred to an employee for -

qualrfred services performed by such employee

2 Any amount pa1d or-incurred for supphes used n
the conduct of quahﬁed research and '

3. Under Federal regulations prescrrbed any amount
- paid or incurred. to another person for:the right to use

)

(c) In- general the term “in-house. research e)rpensesf’
means: : TP L



B supervision' or - direct support of research actrvrtres which
.- constitute qualrfred research:
- services performed by an mdrvrdual for the taxpayer durmg .
the taxable year consists of engaging in qualified research or ==
- ‘engaging in the direct supervision or direct support of - ‘-
~research activities which constitute quahfred research, the -
" means all: of the services per- -
'formed by such mdrvrdual for the taxpayer durmg the

. term “qualified services”

ORPORATION BUSINESS TAX ACT

Kt Paragraph (c)3 above shall ‘not apply ‘to. any;
- amount to the extent that the ‘taxpayer (Or any person
- with whom the taxpayer must aggregate- expendrtures e

under subsection IRC. 41(f)(1)) receives Or accrues any

~amount . from any other person for the rrght to use .

substantrally 1dent1cal personal property

gaging in- quahfred research, - or- engaging. in the direct -

_If substantially’ all of the

: taxable year

:other than:.

(e) The term supplies.”

1 Land or unprovements to land and

2 Property of ‘a character subJect to allowance for

deprecratron '

v (f) The term “wages means
S

.,

meanse any tangible ‘prdperty L

In general the term “wages has the meanmg grven S
o such. term by IRC Section 3401(a) ‘ : : '

2 For self-employed individuals and owner-employ-/

ees, in the case of an employee (within  the meaning of -

IRC Section 401(c)(1)), the term “wages” ’includes the

earned income (as' defmed m IRC Section 401(c)(2)) of ' ',

"'-»suchemployee ST Loy

3. Exclusion for wages to whrch targeted ]obs credit . o »
applres the term wages shall not include any amount - . -
taken into account in determrmng the targeted ]obs credrt R

- under IRC Sectron 51(a)

(g) In general the term contract research expenses”
means 65 percent of any amount paid or incurred by -the
taxpayer to any person (other than an employee of the

ktaxpayer) for quallfred research. - . . N

1. If any contract- research expenses pa1d or mcurred
during any taxable year are attributable to- quahfred re-
search to be conducted after the close of such taxable
* year, such amount shall be- treated. as pa1d or incurred

during the penod durmg whrch ‘the: qualrﬁed research is o

conducted

(h) Trade or busmess requrrement may be drsregarded '

for in-house research expenses: of certain start-up ventures.

In the case: of in-house research expenses, a taxpayer shall. NS

be treated as meeting the trade or business- requrrement of

- (b) above if; at the time such in-house research; expenses.are B -

B pard or mcurred the prmcrpal purpose of the taxpayer in

hit
S

makmg such expendrtures is to use the results of the re-' o
search 1n the actlve conduct of a future trade or busmess .

"1ﬁ Of the taxpayer or

© 2. Of one or more other persons who w1th the taxpay- - -
- er are treated as a srngle taxpayer under IRC subsectron L

4O):

(d) “Qualrfred services” means servrces consrstrng of en- S

; (1) Base amount requrrements are as follows
I.

The flxed-base percentage and -

ferred to as the ‘credit year”)

18 7—323.,

. In general the term “base amount” rneans the'zi
»»'-product of s St .

i, The average annual gross recerpts of the taxpayeri ; j" i
- for the four taxable years precedmg the taxable year for
- which the ‘credit. is being determmed (heremafter re-‘ o

2 In no event shall the base amount be less than 50

percent of the qualrfred research expenses for- the: credrt_-~

“year..

3. Frxed—base percentage requrrements are as follows » o

Except as otherwise provrded in thrs paragraph

'recerpts of the' taxpayer for such taxable years.

'mg

'the frxed-base percentage is:

,‘r

R Afrrst five taxable years beginning after December
SR 1993, for whrch ‘the taxpayer
SR 'research expenses :

(B) In the case. of the taxpayers sixth . such

Vi taxable\year, one-sixth of the percentage which the * - ..
-+ aggregate qualified research. expenses of the tax-
*_ payer for the fourth- and fifth such taxable years is - -
- of t the aggregate gross recerpts of the taxpayer for "

o such years;

5 (C) n the case of the taxpayers seventh such R
' taxable year, one-third of the percentage which the
 aggregate qualified research expenses of the tax-

- payer for the fifth and srxth such taxable years isof -

. the aggregate- gross recerpts of the taxpayer for
such years . o ‘

B
i

- the frxed-base percentage is the- percentage which the
,-aggregate qualified research expenses of the taxpayer

- for taxable years beginning after December 31, 1983, -

_-and: before January 1, 1989, is of the aggregate gross '

(A) Three percent for each of the taxpayersf

. Supp. 121895

i Start—up compames shall comply w1th the follow- -

(1) For taxpayers to whrch thrs subparagraph ap- S
phes the fixed-base percentage shall be determined
~under this subparagraph if there are fewer than three '

. taxablé yéars beginning after December 31 1983, and: " .
‘before January' 1, 1989, in which- the taxpayer had = .
:both gross recerpts and quahfred research expenses» L :

(2) In a case to which this- subparagraph applres ’

/has quahfred e

o
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(D) In the case of the taxpayers erghth such

] taxable year one-half of the percentage ‘which the "

' aggregate quahfred research -expenses. of - the tax-

payer for, the fifth, sixth, and’ ‘seventh. such’ taxable T

-years- is_of the aggregatel gross recerpts of . the L

N taxpayer for such years ' R :;‘(xv o

(E) In the case of the taxpayers nmth such

" taxable year, two-thirds. of the percentage. whrch v

.. ‘the aggregate" quahfred research expenses of the
*-- taxpayer for the fifth, sixth, seventh, - and. ‘eighth

* such taxable: years is'of the- aggregate gross recerpts

: of the taxpayer for- such years

S (F) In the ‘case of the taxpayers tenth such
R Ataxable year,: frve _sixths -of the percentage whrch
.+ the aggregate’ quahfred reseaich. expenses of the

B \taxpayer for the fifth, sixth, ‘seventh,’ erghth and

“pinth such. taxable years is of the aggregate gross

, recerpts of the taxpayer for such years, and

\ ; (G) For taxable years thereafter the percentage

any five taxable years selected by the taxpayer from
. among 'the fifth ‘through “the ‘tenth such. taxable -

which the aggregate. qualrfred research expenses for

“‘years is of the aggregate gross. recerpts of. the E

. taxpayer for such selected years .

R (3) The Director may in future prescrrbe rules
provrdmg that de- minimis amounts of gross ‘receipts

-and qualified research expenses shall ‘be drsregarded

S under (@3ii(1). and (2) above. . R

In no event shall the frxed base percentage ex- l.

g ceed 16 percent

: The percentages determrned under (1)31 above
yfshall be rounded to: the nearest 1/woth of one. percent

" . be-treated' as a separate business component (and not -

4, Consrstent treatment of expenses is requrred Not- i
wrthstandmg whether the period for frlmg a clarm for .

-\ credit or refund has-expired for any taxable. year taken-
into account in determmmg the fixed-base percentage, the -

-quahfred reseafch expenses. taken into account in. comput-

_ing such percentage shall be determined on a basis consis-" -

- tent with the determination of qualrfred research expenses':

for the credrt year..

‘i, The Drrector may in future prescrrbe rules to. _

defmed as, follows

o .:below S

~ .commercial production of a business component shall -~

prevent drstortrons in calculatmg a taxpayer’s: qualrfred» 4

o »research expenses Or gross. receipts caused by a- change

- in accountmg methods uséd by such taxpayer between,v L
’,the current year and a year: taken -into - account in"

‘_computmg such taxpayer s frxed base percentage

i

o

5. For purposes ‘of thrs subsectron gross. recerpts for_ -

any taxable year shall: be: reduced by returhs and allow- -
. ances made durmg the taxable year. In the case of a

- foreign corporatron there shall be taken into account only
+ gross. receipts- whrch are. ef.fectrvely connected wrthl the.

R conduct of a trade of busmess wrthm the Umted States

(_1) Quallfred research for purposes of thrs subsectron

The terrn quahfred research” means research

Whrch is undertaken for the purpose of drscover-_-f_ : -

rng mformatron

(1) Whrch is technologrcal in nature and

L (2) The apphcatron of whrch is mtended to be “
o j cuseful in the development of a new or 1mproved_;._‘;

busmess component of the taxpayer, '

Substantrally all of the actrvrtres of whrch consti“;{ L
an™

'tute elements of a jprocess’ of experunentatron for
”)purpose descrrbed in (j)3 below; and R

v ~ Does not mclude any actrvrty descrrbed in (J

2. ‘For purposes of th1s subsectron, the followmg tests | : :
shall be apphed separately to each busmess compone t

|

_DEPT. OF TREASURY——TAXATI(]"_"‘; S

s

. With' respect to. whrch expendrtures may be treat,-__’ :
: ed as expenses under IRC sectron 174; S

In general paragraph’ (])1 above shall be apphed:-v‘ -

separately wrth respect to each busmess component .

the taxpayer R

N

Ci The term “busmess component” _means - any}’. . C
: i;product process; computer software, technrque fonnue, oL
S la, or mventron whrch isto be: " - R :

(1) Held for sale, lease, or hcense or

(2) Used by the taxpayer in a trade or busmess
the taxpayer

Nt

Ny 111 Any plant process machmery, or techmque f o1 o

|
i

. as part of the busmess component bemg produced) o

&

3 “For purposes of () Liii above, the followmg are - 3 3
purposes for whrch research may quahfy for: credrt D TS

¥ In general research shall be treated as conducted“

|

for a purpose descnbed in thrs paragraph if it relates to:

(1) A new or unproved functron
(2) Performance or \ *, o

o

(3) Rehablhty or quallty IR j

|

|

4. The term “qualrfred research” shall not mclude nor. S

| "shall credrt be allowed for, any of the followmg

1.:7.23 Gk

Research after commercral productlon that rs,"ff
S any research conducted - after the begmmng of comme rr 4
c1a1 productrongof the busrness component :

Research shall in no event be treated as con-;

)fiA .

of

-

ducted for a purpose descrrbed in this paragraph if such o
. research relates to. style, taste, cosmetrc, or seasorlal"
desrgnfactors P R P l




CORPORATION BUSINESS TAX ACT

18 7—3 23 :

ii. Adaptatron of exrstmg busmess components that

— s any research related to the adaptation of an exrstmg :
', business component to a partrcular customer s requrre-._ ,

ment or need e s

‘ Duphcatron of exrstrng busmess component that
- IS, any research related: to the reproductron of an

existing business component (in whole or in part) from

a physical examination of the business component itself -
‘or from plans, . blueprmts, ‘detailed specifications, or
“publicly available mformatron wrth respect to such busi-

 ness component; _ o
v, Surveys studres, or. srmrlar actrvrtres as follows
(1) Effrcrency survey(s) ’

(2) Actrvrty relatmg to management functron or
- technique; : : .

(3) Market research testmg, or development (m-‘

cludmg advertlsmg or promotrons)

“) Routme data collectron or

2(0) Routmg or ordmary testmg or mspectlon for =

quahty control

o Except to the extent. provrded in rule, any re- . ‘
search with respect to computer software which is-

developed by (or for the benefit of) the taxpayer pri-
L manly for mternal use’ by the taxpayer other than for
F ), ~ usein: : Ny : —

-(2) A productron process with respect to whrch the o

requrrements of (j)1 above are met;

. vi. Foreign research, that is, any research conducted

outside the United States

© Vi Any research in the socral scrences, arts or

humamtres or ..

another person (or governmental entrty)

o

(k) Credit allowable wrth respect to certam payments to ;

quahﬁed orgamzatlons for basrc research shall be as follows:

1. In general in the case of any taxpayer who makes" o

basrc research payments for any taxable > year;

N The amount of basic research payments taken

~ into account under (k)2 below shall be equal to-the =
.- excess of such basic research payments over the quah—_ Do

fied orgamzatron base perlod amount. .

ii, That portron of such basrc research payments-

- which does not exceed the qualified organization base
L L perrod amount shall be treated as contract research
_ expenses for purposes of thrs paragraph ‘ ’

729

2. Basrc research payments shall be defrned for pur- :

'poses of th1s subsectron as follows:

B A In _general, the term “basrc research payment” '
“ means, wrth respect to any taxable year, any amount

~ . paid in.cash during such taxable year by a corporation

to any quahfred orgamzatron for basrc research but only -
L if: Cn o

(1) Such payment is pursuant to a wrrtten agree— ,
ment between such corporatron and such qualified
orgamzatron and

~

(2) Such basic research is, to be performed by such
quahfred orgamzatlon

: In the case of a quahfred orgamzatron described
in (k)6111 or iv below (k)21(2) above shall not apply.

3. For purposes ‘of this subsectron the term’ “qualified v

“organization base period amount” means any amount .
“+ equal to the sum of the minimum basic research amount, -
C plus the mamtenance—of-effort amount '

t

4 Concernmg the minimum basrc research amount g
- for purposes of this subsection: - : ’

N R
- In general,’ the term “mmrmum basrc research‘-

amount” ‘means an amount equal to the greater of;

(D) One percent ‘of . the average of the sum of -

_ ’ amounts pa1d or mcurred durmg the base perrod for:
(1) An actrvrty which constltutes qualrfled research e

(determmed with regard ‘to this subparagraph) orv

(A) Any m-house research expenses and
“(B) Any contract research expenses or

(2) The amounts treated as contract research ex-
penses during the base period by reason - of this
subsectron (as in effect durmg the base period).

>
Except in. the case of a taxpayer which ‘was in

R ' ,'exrstence during the taxable year (other than a short
- Funded research,. that is, -any. research to the';j B
extent funded by any grant contract, or otherwrse by

taxable year) 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 fot -the
taxable year for which a determrnatron is bemg made

under th1s subsectron

5. Concernrng the mamtenance of effort amount for
purposes of this subsectron :

In general the term mamtenance-of-effort”'

'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 nondesignated university contri-
butions paid by the taxpayer during the base period,

I multiplied by the cost-of-living adjustment for the cal- -

‘endar year in which such taxable year begins, over the
amount of nondesrgnated university contributions paid-

o by the taxpayer durmg such taxable year.

' Supp. 12-18-95

N
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Nondesrgnated unrversrty contrrbutrons, for pur-‘ A

N ’f. poses of this paragraph, means any amount paid by a

.. taxpayer to any quahfred organrzatron descrrbed in (k)61f R v
below e T BN

(1) For whrch a deductron was allowable under:.“,

IRC sectron 170 and

(2) In whrch was not taken mto account

OI'

_ th1s sectron

R i, Cost-of hvrng ad]ustment shall be defrned as fol-"f _

lows

(A) In computmg the amount of the credrt un-‘i‘ e
der this provision (as in effect durmg the base - 1
perrod) durmg any taxable year 1n the base perrod :

(B) As a basrc research payment for purposes of ; L "“

~_any calendar year is the cost-of- -living. adjustment for .

'such calendar year determined under IRC, sectron‘?“ o

' ~1(f)(3), by substrtutrng “calendar year. 1987” for “cal-

" endar year 1989” in subparagraph (B) of Code Sec-

‘- tron 1(f)(3)

L (®) If the base perrod of any taxpayer does not: end '_ ' :;.
~in. 1983 or 1984, IRC section 1HER)B) shall, for -

purposes of this. paragraph be applied by substituting - "

b'::ff'(-“ . the calendar year in which the base period ends for
© 1989, Such substitution shall be in lreu of the substr-_ o

: -.tutron under (k)siii(1) above SCE

6 For purposes of this subsectron the terln “quahfred'f,“ S

"\ organrzatron ‘means any of the followmg organrzatrons o ‘
e T Cow \(l) Defmrtrons and specral rules shall be as follows
C L Educatronal mstrtutrons that is, any educatronal_'z

S organrzatron whrch

(1) Is an mstrtutron of hrgher educatron (wrthm' )

the meanmg of IRC. sectron 3304(f)) and ,
(2) Is descrrbed in IRC sectron 170(b)(1)(A)(11)

j u Certam screntrfrc research organrzatrons that 1s, ‘

. any orgamzatron not descrrbed in (k)61 above ‘which: -

(1)/ Is described  in IRC section . 501(c)(3) and 1s
' exempt from tax under IRC sectron 501(a) :

(2)Is organrzed and operated prrmarrly to conduct '

screntrfrc research and L

(3) Is not a prrvate foundatron

o ."‘j; i Scientific. tax-exempt orgamzatrons, that 1s, any

orgamzatron whrch
(1) Is descrrbed in:

(A) IRC section 501(c)(3) (other than a prrvate ‘

t'“,foundatron) or .
(B) IRC sectron 501(c)(6)

o '(2) Is exempt from tax. under sectron IRC 501(a) B

. V-.

Supp. '127184"9_5"5~"T,.1:v'-'"-_"__’ : o

M .

i '. 7-30' a . »

aE ,purpose of making grants to organizations descrrbed

search agreements -and
(4) Currently expends RN
(A) Substantrally all of 1ts funds or o

(B) Substantrally all of- the basrc research pay-_'f"
ments received by it, for grants to, or contracts for -
basrc research with, - -an organlzatron descrrbed in'

(k)61 above.

zatron not descrrbed in (k)611 or iii above which:

(2) Is estabhshed and marntamed by an orgamza\-;:
‘tion established before Julyf10 1981, whrch meets the

’irequrrements of (k)61v( 1) above;

I
(4) Makes an’ electron “revocable only wrth thej--

(3) Is orgamzed and operated prrmarrly to pro_-“i’"_ K
mote scientific- research by qualified ‘organizations. -
descrrbed in subparagraph i pursuant to wrrtten Te- -

; Certain grant orgamzatrons, that is, any organ“i-b i

(1) Is descrrbed in. IRC section 501(c)(3) and is’
e exempt from ‘tax  under IRC sectron 501(a) (othe‘r,:_-
g S e _._r.’;a-,-_thanaprrvatefoundatron) o a
(1) In general the cost-of hvrng ad]ustment for :

~in"(k)6i above ‘pursuant to written research agree-_-
: _jments for purposes of basic research and |‘ ks

(3) Is orgamzed and operated exclusrvely for the s

- _consent: of the US. Secretary of the. Treasury, tobe

" 'treated as a private foundation' for purposes of U|}S
- Code Trtle 26 (other than IRC section 4940 relatrngkn

S to excrse tax based on mvestment 1ncome)
Te

1 The term “basrc research” means any orrgrnal in-
vestrgatron for -the. ‘advancement of scientific knowledge -
- not having a specrfrc commercral obJectrve except that' ‘
:_v-such term shall not include: L)

o Basrc research conducted outsrde of the Unrte’d- '
. States or . .. : S

i Basrc research 1n the socral scrences arts or.
humanrtres ' : - '

_ 2 The term “base perrod” means the three-taxable-
- year penod ending with the taxable year immediately
. preceding the first taxable year of the taxpayer begmnmg"j

_after December 31,1983. - N

3 For purposes of determrnmg the amount of credrt‘:
: ":allowable under subsection (k)1 above, - for ~any- taxable -

- year, the amount -of the basic research- payments take.n' ‘
- ‘;.mto account under subsectron (k)2 above :

A

o Shall not be treated as- qualrfred research ex:;
penses under (k)lr above, and ,

Shall not be mcluded in. the computatron of ba se -

amount under (k)lu above




CORPORATION BUSINESS TAX ACT S LT e 18 7—3 23,_ o
_ 4 For purposes of applyrng (b) above to thrs subsec- . 7 Research in the socral scrences, arts, or humamtres '
s - tion,;any basic research payments shall be. treated as an. - or ‘\"~ ‘ : : Sk

- f the. - : . s L i o
amount paid in carrying on a trade or business of. the, 8. Research funded by another person (or government_ v

AR taxpayer in the taxable year, in which 1t is. pard (wrthout e
o A entrty)
“regard to the provrsrons of (g)1 above) ce B |
- ' 5 The term “corporatron” shall not mclude ' ", R (See IRC Sectron 41 and regulatrons thereunder for other
S » o defmrtrons and spec1a1 rules concernmg the research credrt) :
‘ An S corporatron : o v )
i A personal holdmg company (as defmed in IRC (s) The research and expendrture tax credrt 1s determmed S
sectron542) or ‘ » : asfollows S O S S e
A servrce orgamzatron (as defmed m IRC sec-’ L L Frrst calculate ﬁxed-base percentage leed base SRR
tron 414(m)(3)) X .0 percentage is the percentage which the aggregate quali- -
cleno e s sowe 0 fied research expenses of the taxpayer for ‘taxable years -
R Xp axpay ¥ E
(m) For Specral Rules see IRC sectron 41(f) _':i Lo begrnnmg after December 31, 1983 and before January 1, -
SRR 1989 is of the aggregate gross recerpts of the taxpayer for
(n) Notwrthstandmg any provrsron in thrs section to the\' - SUCh taxable years. o
contrary, other than- calculations made pursuant - to (u) S TE L TR L
Ex le -Y Qlde hEyg .G Receipts -
below, a credit can be claimed for only those research. a_'npé : 19e§; - f’él.es zetsleogrgoo,: vemc T smrsgoo%cgl)(;s
activities that are performedmNew Jersey R o B reyens TN 30500000
: o Lo 1T 8000000 30000000 ‘
(o) Notwrthstandmg any provrsron in" thrs sectron to the R Toud R $§8838%~ C s 51023(%%3 S
~contrary, a credit.for increased research ‘activities is ‘allowed 40000000 = 3% fied basepercemage': L
based on qualrfred expendrtures made in taxable years be- : S os100000000
‘ gummgon and afterJanuaryl 1994 ST e SN : SREN .
) LA 2 Next, compute the base’ amount The base amount. -
(p) The frlmg of a consohdated tax return by a controlled. s the average gross. receipts of the taxpayer for the four -
L group of corporatrons shall not be permrtted et _; ‘_f.taxable years preceding. the taxable year for which the .
. Lo o credit is being determmed (credit year) multrphed by the o
N (q) Sectron references are. to the Internal Revenue Code, . frxed base percentage : co S
unless otherwrse noted : L LT P ; .
: "ﬂExample'. : 7' oo Year ~ . .- <. Gross Receipts
- e TT0 TRa5 000000,
~ (r) The research credrt shall be generally allowed for- e T 199 e 20,000,000 -
qualified research. * Qualified research is that which is limit- =~~~ . R B
.ed to screntrfrc experrmentatron ‘or engineering actrvrtres:i-' N S "Total S dfvléggobggﬂi
designed to aid in the development of a new or improved = - L0 Average GrossReceipts . $ 30000000
product process techmque formula, mventron or computer L v -'._*_‘i’ﬁe‘l’a;fil’;orsﬁ?tagf ‘ ‘s*- 93(0%6 '
software program held for. sale, lease, or hcense, or-used by © - : e o
the taxpayer ina trade or business. For in-house research 3 Then, compute current quahfred research expenses
expenses, this trade or business requrrement will be met if = R C
the pnncrpal purpose for conductrng the research istouse .~ -~ _.ﬁ R 'T;)tal Cocs]tS‘ . “Q ﬁ”f,“,fh Tax hclried" ‘
the results of the research in the active conduct of a future ~ wages . . 7000 - —————599—“3;"'6 TS
“trade or business. The research credit shall generally not Lo ',S)“g'e'ifatm g T TR
be allowed for the followmg types of actrvrtres ’j "7 Overhead - . S s250000 ¢ T 250000
i’ o Total o - $1,350000 T $1,0Q0,000
1 Research conducted after the begmnmg Of com- no Then compute the research tax credrt e ‘ - ‘
mercral productron S LEe £ AL
: o L : R Currcnt year qualrf ed research expenses : o C $1,000,000 -
S . Less: Base Amount’ . SO we e (900,000)
<2 Research adaptmg an exrstmg product or. process to _ " Total incremental research cxpenscg S 0
apartrcular customersneed . o iAo Reseachtaxeredit% oo G ex 0% e
: g o : New]crseyresearch taxcrcdn [ ” »$( 10000
3 Duplrcatron of an exrstmg product or process ERUE ’ L e
: Tl ,,(t) Credrt for mcreased research actlvrtres shall take pri--
4 SUTVCY or studres L S oty as specrfred by N.J. SA 54:10A-5. 246 If any amount -
5 Research relatmg to certarn mternal-use computer_.. of property or expendrtures is included i in the. calculation of .
o software R RN i SRR the research credit, or for which a credit is allowed, thenno = -
E L I SRR '\' -+ such amounts can be allowed for the recyclmg credit, manu-‘
' 6 Research conducted outsrde the State of New Jer- ’ facturmg -and employment mvestment credrt and the new

sey, o -‘_'_]obscredrt T L I SV

S

ot supp 61196




Y the ame for New Jersey purposes,

;,:'Jersey prowsnon for a. separate m

.may be carrred’ over, 1f’\necessary, to-

ears- followmg a credrt’s tax year; .

5 o

o }"credit’s{ ) tax_years

e '(z) :Credlts allowable shall b' ,apph

: New Rule, R. ]995 d. 462 effectrveiAugust 21,

. See: 27N.JR. 842(a), 27NJR. 210(a).

761(a) 26.N.J; R 1696(b)
“Investment in subs

it »:bonuses 'and'd1v1dendS,

e seven accountmg ’

_indebtedness.

_"lt'li‘el order of the '~

1995

! SUBCHAFI‘ER 4 ENTIRE NET WORTH’ .

g | —41» (Reserved)

' Amended-by’ R.1983 d.62, effectlve March 7 1983

See*14 N.J.R. 1206(a); 15 N:L.R. 343(d)
- .. Added last senterice’to (a)." A

“ Amended by R.1984 d.453, effectwe October
See: 16 NJR. 1327(a), 16NJR.:

. Repealed by R.1994 d.186, effective
' See: 26 N.J.R. 761(a); 26 NJR. 1696(b).

o (d), 1
l"Repealed by R 1994 d:186, effectlve Apnl 1

- Seer 26 N.J.R. 761(a), 26 N.LR. 1696(b)

- Sectlon was “Effect on net worth of mve

rth;’ ;definitj,on' |

ent-in §ibsidiaries”.

'estate, trust or,‘. ther entrty, 1ndebtedness is includible by'_

- .‘:reason of. drrect holdmg of taxpayer s: stock by the credltor .

mdebtedness Ind' btedne_s m




