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Authority 
N.J.S.A. 54:lOA-27. 

Source and Effective Date 

R.1994 d.186, effective March 14, 1994. 
See: 26 N.J.R. 761(a), 26 N.J.R. 1696(b). 

E~ecutive Order No. 66(1978) Expiration Date 

Chapter'?, Corporation Business Tax Act, expires on March 14, 1999. 

Chapter Historical Note \ 
Chapter 7, Corporation Business Tax Act, was. filed and became 

effective prior to September 1, 1969. Pursuant to Executive Order No. 
66(+978), Chapter 7 was readopted as R.1984 d.95, effective March 19, 
1984. See: 16 N.J.R.-229(a), 16 N.J.R. 746(c). Subchapter 15, Urban 
Enterprise Zones Act, was originally filed and adopted as,R.1984 d.496, 
effective November 5, 1984. See: 16 N.J.R. 1325(a), 16 N.J.R. 
3057(a). Subchapter 16, International Banking Facilities, was adapted 
as R.1984 d.453, effective October 15, 1984. See: 16 N.J.R. 1327(a), 
16 N.J.R. 2827(a). Pursuant to Executive Order No: 66(1978), Chapter 
7 was readopted as R.1989 d.196, effective March 14, 1989. See: 21 
N.J.R. 14(a), 21 N.J.R. 1019(b). · 

Pursuant to Executive Order No. 66(1978), Chapter 7 was readopted 
as R.1994 d.186. See: Source and Effective Date. As a part R.1994 
d.186, Subchapter 6, Valuation, was repealed effective April 18, 1994. 
See: 26 N.J.R. 761(a), 26 N.J.R. 1696(b). See, also, section annota-
tions. 
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18:7-5. 7 Right of Director to independently determine net 
income 

· ILin the opinion of the Director the method employed in 
N.J.A.C. 18:7~5.6 does not properly reflect the taxpayer's 
net income properly apportionableto New Jersey underthe 
Act for the pefiod covered by ,its New Jefsey return, the 
Director may determine entire net income solely on the 
basis of the taxpayer's income during such period. 

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

. N.J.S.A. 54:10A,-17(a). 

18:7-5;8 (Reserved) 

Statutory References 

Repealed by R.1994 d.186, effective April 18, 1994.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

Section was ''Procedure for computing short period return'', 

18:7--5.9 (Reserved) 
Repealed by R.1979 d.45, effective February 6, 1979. 
See: 11 N.J.R.40(d), 11 N.J,R. 150(b). 

Formerly entitled "Procedure for: computing when taxpayer alters 
corporate identity'.'· 1:- _ , 

18:7-5.10 Right of Director to cQrrect distortions of net 
income allocation factors; · adjustments and · 
redeterminations · 

(a) Whenever it shall appear to the Director that any 
taxpayer fails to maintain its records in 'accordance with 
sound accounting principles or conducts .its business· or• -
maintains its records in a manner so as either , dire~tly or 
indirectly to distort its true entire net income orthe propor-
tion thereof properly allocable . to this · State, or whenever 
any taxpayer maintains a place of_business outsidethis State, 
or whenever any agreement, understanding or arraI1gement 
exists between a taxpayer and any• other corporation or any 
person or firm, for the purpose of evading tax under the 
Act, or whereby the activity, business, receipts, expenses, 
assets, liabilities, or net income of, the taxpayer are improp-
erly or inaccurately reflected, the Director is authorized and 
empowered, in his or her discretion.and in whatever manner 
he or she may determine, to adjust and redetermine such 
items, and to adjust items1 of gr6ss receipts, ta,ngible or 
intangible property and payrolls within and without the 
State and the allocation of entire net income or to make any 
other adjustments in any tmUeport or tax return as may be 
necessary to make a fair and rea~onable determination of 
the amount of tax payable tinder the Act. 

1. Where any taxpayer conductsfrs activity or business 
under any agreement, _ -arrangement or understanding in 
such_ manner. as eithef directly or indirectly to benefit its 
members or stockholders, or any of them, or any persol;l · 
or _ persons directly or indirectly. interested ill such activity 
or business, by entering into any transaction at more pr -. __ 
less than a · fair price which, but for such _ agreement; 

_7-41 

18:7-5.10 

arrangement or understanding, m'i;ght have been paid or 
received therefor; or · 

' / • _', '1 • , • , 

2. Any tl:IXpayer, a substantial portion of whose capital_ 
stock is owned either directly or indirectly by or through 
~nother corporation, enters into anytransaction with such 
other corporation on such terms as to create an improper 
loss or net income, the Director may include in the entire -
net income of the taxpayer the fair profits which, but fot 

. such agreement, arrangement or -und~rstanding, the tax• 
paxer might have derived from the ttq0sactio11. 

3. For purposes 0£ this section, ''fair and reasonable/ . 
tax" is the .tax thatwo~ld have been payable by a taxpayer , 
reporting thesame. transaction(s) on a separate entity 
basis where the. parties to·-the transacdqn(s) had h1depeh:< 
dent economic interests. · 

4. For purposes ofthis section, "substantial portion o( 
stock" -is the direct or indirect ownership -of 20 percent or: 
more ofthe outstanding shares of any class pf stock. For. 
purposes of arriving . at this level of ownership the Stock'· ·• 
attribution.rules of IRC section 318 will be used. · 

5. Under N.J.S.A. 54:lOA-lO(b) inter~st should be' 
charged ori loans oradvances made by one related party , 
to another from the day after the de,bt arises until tlfo 
debt is satisfied. With respect · to intercompany tradf 

. -receivables of related taxpayers, interest is not required to 
· be charged on an intercompany trade receivable before 
the first day of the thirq calendar month. 

i. _ Jf the creditor isregularly ei:igaged infhe business; 
of making loans or advances, the arm's length interest: 
rate should be. charged. Upon failure to do so, the. 
Division of Taxation can determine what/ inter~sf 
should have _been· charged. Where the creditor is n0f ·-
in the business of loaning money or making advances, 
either an arm's length rate . based · on the facts aricf · 
circumstances Of a safe haven rate is acceptable, How0 _ 

- ever.,the safe haven rule does not apply to any loan or1 
advance in which the interest .or principal amount is 
expressed in a currency 0th.er than U,S .. dollars. · 

. I 

ii. For interest paid or accrued on a loan of ad-
vance, a safe haven rate is one that .is between 100' 
percenf and 130 percent of the Applicable Federal Rate 
(AFR) as determined under Internal Revenue Code 
Section 1274(d) ii,;i effect on the date that the loan.or 
advance_.is made .. Adjustments 1Jor inadequate interest 
would be -made at 100 percent ofthe AFR and adjliSF 
ments for excessive interest would, be made at 130. 

- percent of the AFR. In the case of a sale-leaseback 
-_ tr~nsaction, the lower limit would be 110 percent of t~e · · 
AFR In determining th~ rate of interest actually 
charged on a written loan or advance, any originafissue 
discount included in income by the lender or any bond 
premium deducted by the lender 'is to be taken intd · 
account. · 

I 
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6. Whet~ a service by one member of a group to 
another Illember is rendered for less than.an arm's length 

. charge, the D.ivision of Taxation may rnake appropriate 
allocationsto reflect an arm's length charge for that 

· service.. The arm's length chiuge is eqt1a¼ to tbt: costs or 
deductipns{ncurred by. the m.einber performing the. St)rc 
vice, except in cases where the servke is an integral part • .· · 
of the business activity of either mem.ber. 

· 7, If tangible property is made avaHable by bne mem~ . 
her ofthe group to another, the latter should be charged 
the arm's length rentalchatge. · · 

8. Where one Illember of a group of contr~lled enti-
ties sells or ·.otherwise. <iisposes .· of tangible property to 
another at other than ari iirm's1ength price; a proper . 
allocation wiH be niade between the seiler and the. buyer 

\ 

DEPT. OF TREASURY--'--TAXATION 
. \ 

i; Assuming that the fequirements .of ·· one · of the · 
. three methods in (a)8 are met,it musr be used unless 
. the taxpayer · can show that some Other . method 'is 
clearly more appropriate. Where none of the I three 
methods tan reasonably be applied, some other ~ppro-
priatemethpd can be used. . .. 

ii. · Where a taxpayer mak~s controlled. sales of many 
. different products or many sales of the same product 

and it is impractical to calculate .an arm's length price 
for each product qr sale, it is permissible to apply the · 
proper method of pricmg to product lines or other 
groupings. Also, the Djyision of Taxation may .use 
stati~tical sampling techniques to verify or determine 
the arm's lt)ngth .price of all sales·.· to a related entity, 

10. The Division wilL apply equitable principles to.. 
prevent unjust situations trdmoccurring. · . 

. ) . using .the following methods. 
· ... •• .·. . .. •.· . (b) The . application of this· section is not limited. to .an 

L .. · ·· Comparable uncoil trolled . price. n{etho~: .· This agreement, understanding or arra~gement existing betw~en 
method must be used if the.re are cqmparable uncon- , •a taxpayer and any ot~e! corporat1?n or any person or fII/1!! 
trollt)d sales (sales between outsiders or a ;nember and for the purp?se of avo1dmg ~revadmgtax under the :Act._ It . · 

. an outsider where the property sold and1 th~ drcum- . IS also applicable wh~~e adJUStmepts and red~termmations 
stances involved are identical, or. neatly identical, .to rt)lateto, transfer •pnc~g and 0ther. ~ransactions b~tween 
th • · · th·' .. :. · ·1. ·11 ·ct· ... 1· ) T. ·th·· · xt · 1. ·th· .. · rela. ted. •.persons or entities .where evasion or tax.av01dance ose m e con ro e sa e . o e e en . ey are . . .· . . . ··. ·ct· . . . Th ·D· • . · · · · · d' · 

·. •., •ct•. · ·. • · 1 ·d .. · ·. t· , .. ·t ·. ·· · · ct'. _r · · •· · •· · · are not _a cons1 eration; . e ffector may m1tiate a Just-
not 1 entica , a JUS men s are ma e. · . . d . h' · · · · 1 l · · h · · · f d · · · · · · · · · .. · ··.· · ·· ·. m~nts ur1 er t 1s .section so e y mt e ~nterests o etermm~ 
· ii. Re~ale price method.: !(there are not compara- . ing a fair and reasonable tax, and \Vithout. respect to any . 

ble uncqntrolled sales, the res.ale price method must.be benefit arising out of inteHorporate. relationships or the · 
used if the standards for its application are met. A relationships of any. perscmholding.a. substantial portion of 
typical siNation where. this m.ethod. is· required is where . the stock of 3: .. taxpayer.. The· Division. shall· not be limited to. ' 
a manufadturer sells products td a related. distributor indices1 trade practices, cost sheets, Internal Revenue Re-
wh. ich.· ,.without.· .t.urther .P .. rocessin.g, r.e .. s .. ells ;the ·•Pr.oduc .. · ts ports or any 0ther factor in deterlllining the appropriate. 

· transfer price for goods, services, intangibles or other dispo-to unrelatedparties. · · · · · · · · · · · ·· · · ·· . · .. ·· ) ' ' ' sitiqnsmade to related parties. Where the Pirectordeter. 
· iii. Cost plus method:·. If the standards for. applica- mip.es ~hat there• is ·an adjustment to .net· income. under .this 

· · · ' ·· · · ·· ··ct·• .. · · ·.· · se ... c.'tio .. n, he o.r.•sh·e. ma ... Y a .. lso. make a.corresponding adjust-
tion .of the resale price method arenot satisfie , either . ment to the allocation factor. · 
that method or the cost plus method is used; depending , 
on which is more feasible· and will produce a mor~ 
accurate arm's. lengtll price.. Normally, the cost pfos 
method is appropriate wher~ a, manl}facturer. sells prod• 
ucts toa rela~ed entity which performs substantial 
manufacturing, · assembly:, or other processmg bf' the . 

· product'or acids sigrtificant value by use of its intangible 
property (ttadem.ark, for example) before resale,, I . , . . . . . 

. . 9. Under both the. comparable uncqntrolied price:". 
· · method · apd the resale price met~od,. market conditions 

faced by the affil~ate are taken into. account.· Thus, goods 
mayb~sokl,for ap~riod, at apricewhichis b~low the 
full cost of manufacture in order to establish or maintain ·· ,. . ' .( ' 

a market, 

( 

·, ' 

(c} Where· any taxpayer conducts its activity· or busines~ 
un_der any agreement, arrangement or understa~ding iri s~ch . · 
manner as. either. directly or indirectly to benefi~its mem-
bers or stockholders; or any persoii or persons directly or 
indirectly .. interested in such achvity or business, by. entering . • 

· into :any transaction at n1ore or 'l~ss than . a fair price which, 
but for such agreement, .. arrangement or understanding, 
mightJ;i:ave been paid or received therefor, the Director may . 
adjust and redf)termine items, on any affected taxpayer 
report.or return as.may be necessary properly to•reflect.the 

• taxpayer's adjusted entire net income apportioriableto New 
Jersey. The follqwing example is .an illustration only and in 
no way shaU be interpreted as a standard for calcplating 
wages in a particular case. · ·· ' · · · · 

Supp: 12-18~95 .·· 7-42 
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18:7..-11.12 Extension of time to tile return; interest and 
penalty 

(a) No extension will be granted unless request is made 
on Tentative Retur11 Form CBT-200T and is actually re-
ceived by the Division or postmarked on or before the due 
date of the return; The Tentative geturn must: 

1. Show the information required, including the exact 
name, address, New Jersey serial number, the Federal 
employer identification immber, ifany, and the_ amount of 
the_ estimated tax liability; · · 

2. Be accompanied by a remittance to cover the un-
paid balance of the estimated tax due. for the accounting 
year for which an extension of time to' file the return is 
requested; and · · 

3. Be accompanied by the payment on account of its 
tentative tax which is due on or before the. original due 
date for filing of · the return for which an extension is 
requested. 

. (b) · Taxpayers using . the New Jersey Corporntion . Business 
Tax Return Form CBT---100 may request an extension for a 
period · not exceeding six months and will receive automatic 
approval; provided that the taxpayer · has·. complied _with the 
instructions set forth on the. Tentative Return Form 

· CBT-200T, and has paid any unpaid balance of its. estimat-
ed tax. ' · 

L In general, extension requests shall not be granted 
for· any pedod exceeding six months. from the. originiil due 
date. 

2. _Initial extensions will be confirmed in writing by the 
Division. · 

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

( c) Banking and financial corporations. may· request a:n 
extension of time to file return subject to the following 
conditions. · 

1. No extension will be granted unless request · is. 
actually · received by the Division or postmarked on or 
before the due date of the return; 

, ' -, 

2. The extension shall be made on a copy of page 1 of 
Form BFC-1, including the. exact naine, address, New 
Jersey Serial number, if applicable, the Federal employer 
identification number, if any, and the amount oftentative 
tax liability. 

3. · Be accompanied by a remittance to cover the un-
paid balance of the tentative tax due for the accounting 
year for which an extension of time to file the return is 
requested;· and 

· 4. · Be accompanied by a completed copy of Schedule 
·. . . . . . .,. ',[ . 

L from Form BFC~ 1, and a copy .of the taxpayer:s Federal 
extension. request.. 

18:7~11.12 

5. In general, extension requests· shall not be granted 
for any period exceeding five months from the original 
due date. · · · 

6, Where ihe taxpayer has requested a Federal ext~n-
sion, the Division shall grant the taxpayer an extension for 
· a period not exceeding Jive months. In. cases· where the 
taxpayer has failed to obtain a Federal extension, the 

· taxpayer, upon request, may be granted a two month 
extension for filing the return if sufficient .cause is submit-
ted. Sufficient cause should be interpreted so that it is 
impossible·or wholly impracticable to file a return whhin 
two months from the original due date of the return. 

(d) Extensions may be confirmed in writing by the Divi-
sion, if necessary. · · · 

(e) If the original ,return is not sub~itted within the 
extended period, penalty for delinquent filing will be applied 

. as if no extension· has· been granted. 

(f) Jnterestand penalty·are chargeable as follows: 
• I • ' 

1. The total amount of the truc: due must be paid on or 
before the original due date for filing the rettim. 

2. Any ~npaid portion of the tax on the final return 
which is in excess of the amounts paid shall bear•interest 

. at the rate · of one and one~half percent per month, or 
fraction thereof from the original due date of the return 
to _the date o{ actual payment or December 8, 1987. . On 
and after December 9, 1987 the unpaid portiori ,of the tax 
shall bear interest .at the annual rate of five percentage 
points above the prime rate, compounded daily from. the 
date. the tax was originally due or December 9, 1987, 
whichever is later, to the date of _actual payment On and 
after July 1, 1993, the unpaid portion ofthe tax shallbea.r 
interest at the rate of three pe,rcentagepoints above the 
prime rate assessed for each month or fraction . thereof, 
compounded annually at the end of each year from the 
date · such tax was originally . due to the date pf actual 
payment. 

3. In addition, if the amounts paid up to and including 
the. time for filing of the tentative return total less · than 
the lesser of90 percent of the amount of tax due, or for a · 
taxpayer. that had a preceding fiscal or calendar account-
ing year of 12 months and filed a return for that year 
showing a tax Hability equal to the tax computed at the 
rates applicable to the current accounting year applied to 
the facts shown on the return for ·and the law appltcable 
to the. preceding accounting year, the taxpayer shall be 
liable for a penalty of five percent per month;·or fraction 
·thereof,· on the. amount of underpayment. In this context, 
"filing of the re,turn" means filing its tentative return 
incident to its request for. extension, "the time for filing" 
means the original due date foCfiling ·.the. return, and 
''amount of underpayrnent" means the difference ibetween 
100 percent of tlte tax shown on the final return and the 

· total of all installments of estimatedtax paid on or before 

. 7•63 Supp. 6-17-96 



I . 
. . ·. . .· 

· 18:7"'.'"lLl.2 

-the originaldue date for filing the return, as well as:any 
. amount pai.d with the tentative, return, . . . .. 
. . - ' 

(g) Where taxpayer· makes .an el~ction on. Federaj ·form, 
8023, it will be granted an , exteb.sion of time fo file · a 

c-:-corporatidn business. tax return until the Federal eiectio~ is. 
filed, provided ttiat ·a CBT~200T has, been prqpedy,fiiedin 

C accordance with.these rules.· · · 

(h) Warning: · 

. · 1. No request for extension will be considered: wtless · 
, taxpayer has· complied with a:11 the filing· requirements fot 
., extensions set forth in the .rule. . \ · 

Aniehded by R.1970 d.121, effective O~tober 5, '1970 .. •. 
See: 2N.lR. 78(a),2 NJ.R. 95(a). . .. · .. · · .. · . 
Ainehdedby R.1979 d.45, effe<:tive February 6, 1979; 
See:. 11 N.J.R. 40(d), 11 N.J.l,l: .150(b). · . > · .. 
Al:nended on an emergency basis, R.1981dJ63, effective May 11, 1981. 
Expired July 10, 1981, withoµt readopµon. ·., · 
See: -13 N.J.R._377(a). . .. •· .. · ·.. · . . .. 

. Rule substantially .amended· to provide for the imposition pf 'interest 

. and. penalties on Corporation Business Tax payments made during 
·. additional extended period· for which, an additional · extension 'Nas . 

:granted. ... . .. • . · ..•... ··. . . · 
.As amended, R.1982 d.6; effective January 18; 1982.·· .· ·. 
See: 13 )"U.R. 688(a), 14N.J.R. 105(d). · . 

Section substantially1amended. · ... · · 
Amended.by R.1983 d.497, .effective November 7, 1983. 

· See: )5 N.J.R 1366(a), 15 NJ.R. 1872(c). . .· .. 
· ·· .. Text substantially ameJtded. · .. , ·· ·. · · · ' . 
· Amended.by R.1988 d,407,' effective SeptemJ,er 6, 198K 

. · See: 19 N.J;R 2255(b), ,20 N.J.R. 2310(c). . . 

·'. 

DEPT. OFTREASURY~TAiATION' 

18:7-H.14 ..c Secrecy ohetuins .· . . . . . .·. , ·' ' _ 

'··.· The returns are deemed se~refand corifiderttial and Ne~ (~L-__ \ 
Jersey law prohibits the unauthodzed.discloslire ofinforma0 - \_,,}· . 

. tion obtained from the returris or. the records pertaining 
· •thereto. · ·· · 

Ame~ded byR.1979 d.45; effective FeQruary 6, 1979. 
Seei 11 N.J.~. 40(d); 11 N.J.R,150(b). . 

Statutory Referen~s 

-See N,J.S.A. 54:50i-8 as to prob,ibjtion . against , Dir~ctot or :any 
employee _of the· Di~ision of Taxation divulging, disclosing, or permit-

. ting another" to in.spect any records or files pertaining to the. administra-
ticm of the tax und(?rt)le Act; · · ··, 

)'). 

18:7,-ii.15 Consolidated returns 

. (a) Corporations ate not pern1itted to file ;consolidated . 
returns .. ,Provided, however; any business conducted. by an ·•· 
individmtl, partnership; ,· or corporation or any other .. entity~ 
or any combination th~,reof holding a licem,e pursuant to the 
Casino. (:ontrql.-Act. sha:11-·file <a :.consoiidated corporation 

· business tax return as described arN.J.AC. 18:7-1.17,: .. 
r· :-

. (b) Except as provided.in (a)above; whet~ a taxpaye~•has •/ ·. 
. filed . a consolidated return with the JnternaL Reveriue Ser~ 
vice for. Federal ipcome tax purposes, it must ·coII1plete its 
return under the-.act and -~ust reflect _its endre riet, income -~ 
and· entire·rtet wortli 'as ifit had filed its ·Federal return· on , __ ,} 
· its own separate basis: · ·. · . Added text to (f) "or Dec;ember 8; 1987. · On ._ .. '.\ 

Amended by R.1991 d.35, effective Jamiary 22, 1991; · 
·· See: 22 NJ,R. 2125(a),;23 N.J.R. 22,l(a). ·· 

; ' . Added (g), recodified old (g). . .. ·.. ' 
· . Amended by R.1994 d.18(>, effective April 18, 1994. • .··· 

---:i (c) A taxpayer under (b) above'shall also :file a copy cof . 

See: 26 N;J.l,l. 76l(a), 26 N.J.R. 1(>96(b). . 
· · .•·. . the Affiliations Schedule Forin 85 l, which-is filed with Form_ ( . 

·• • 1120 for Federal incomtl tax purposes. >: '- .· , · · .· .· .. 

Sttatutory· References 
•' ,: '•- • •, I ' ; •;. ,•,, •. •• •: < See _N.J.S.A. 54:lOA..:15 as to the requirem,entto file, an annual •· 

return;. lOA--17 as· to penalties for late filing of returns; lOA.:.-:15 as to 
necessity of certifica,tion of taxpayer's return by an authorized corporate 
officer; lOA-19 as to extension of the. due .date· and .inter¢st' to be 
assesiied.during:such extension period; and 49-6 as toright of Director 
to_ issue '.deficiency )assessments or reassessinents after final·. retµni is . 
filed. .·· :- Ot. ' . . 

• • • J • 

_ 1$:7.;,.U.13 . Place for tiling returns and :p~yment of tax·. 
. ·.· (a) The.return to~~ther witll remittance: payable tO ."State 
of New Jersei' must·_be forw:arde~l ta _the New Jersey 
Division of TaxatiOl);•·cN(:i6,6, Trenton, New-Jersef"0~646. 

(b) 'A separate . remittan<.:e is'• required to be . niad~ _with ' 
each return.. 1 ·· · l . .. . •. . 

~end!ld by R.1979 d.45, effective February 6, 1979, .. • 
,See: 11 N.J.8.;40(d); 11N.J.R.150(b); . 

.. ·. Stattit<lry R:efereilces .. 
,'\ . ' 

.I • See N.J.S.A. 54:iOA-15, 18 as.to manner and form oftax'paymenf. . . · . ' . : ' . . . .. . . \ .·: . .. ':· 

:··-:-:,; .. . · 

(d): For Ne'fJersey purposes~ a sell111g parent in a cqns~l-· . 
idated group may· not exclu.de gain ori the s.ale ·of_ target 

· stock pursuant to)i Federal election under IRC 338(h)(l0)'. 
,Each corporation is reqtiired to 'rep9rt ip.come on !!,,Separate . 
entity basis under N:.J.AC. i8:7;.5,l(c) .. · . . . 

I 
(e > Where a target corp6rati~ri reeognizes.gain as the 

resWt ofan IRC 338(h)(10) election, the target reports ruid .. 
pays 'tax::on such gain pursuant· to •N.LA.C/18:7~5.l(a). ', 

Amended by R.1985 d.453, eff"ec;tive Siiptember 3; l98_5 .. 
See:. 17 N,J,R. 901(a), 17 N,J.R. 2145(a). - · .. 

. .· Added text to (a): , "Provided/ however, a,ny .. , at N.J.A.C. 
18·7-117" . . . . . · ', ' . . 
~!llidedby R.1991'.d.35, effecflve January 22,'1991. ·. 
See: 22 N,J,R. 2125(a), 23 N.J.R. 221(~). · 

Added (d) and(e).'' · .. . . 

1/" \, ' ' .· 
Statu~ory. Refe~nces · 

,\·· 
I. 

/· 

. S~e 'N:J.s'."A. 54:lQA-2 as ,to i"~quirement for annu~l paym!lnt ''of ti\x c· "\ . 
• and lOA.,.,14 as to right of Pir~ctor to require -copies of- p~rtinent .··. . ·.···;. 

extracts Qf its Federal income. t.ax retui;i1 .or other records if taxpayer. has. _ . 
filed a consolidated Feperal incoine' tax return . 

( 

Sµpp. 6-1%96 . , ·7-64 



CORPORATION BUSINESS TAX ACT 

Case Notes 
Gain recognized. by wholly owned subsidia!'.Y)· as result .of parent 

corporation's federal tax law election to treat.sale of subsidiary's stock 
as sale of subsidiary's assets, and to file consolidated tax return, was 
subject to tax under Corporation· Business Tax Act General Bldg. 
Products Corp.· v. Director; Div. of Taxation, 15 N.J.Tax 213· (A.D. 
1995). 

Regulations were valid. General Bldg., Products Corp. v. State/Div. 
of Taxation, 14N.J.Tax 232 (1994), affirmed 15 N.J. Tax 213. · 

State's prohibition . against· fili11g of consolidated income. tax ~eturns 
by related corporations'does not 'immunize subsidiary corporation from 
state taxation of any gain realized as result of deemed sale of its assets. 
Geri'etal Bldg. Products Corp. v. State, Div. ofTaxation, 14 N.J,Tax 

· 232 (1994) affirmed 15 N.J. Tax213. · 

Taxpayer that separated from consolidated group was not required to 
file two short-term returns. Drake Bakeries,. Inc. v. Taxation Div. 
Director, 12 N.J.Tax 172 (1991). 

. . . . ., . 

The term "books of the corporation" includes financial statements 
prepared in accordance with applicable regulations in the 1sense encom-
passed by the term "financial reporting''; definition of the term by .rule 
not necessary due.'to adequate legislative standard; Director's equity 
method of accounting in· valuation of corporation's. inv~stments and 
subsidiaries not demonstrated to be unfair. Cities ·Service Co.· v. 
Director, Div. of Taxation, 5 N.J,Tax 257 (Tax .Ct1983). 

18:7-:-11,16 Return to be filed by an S Corporation 
( a) Except as may be· provided otherwise by this Section, 

an S corporaticm, that is; one which has made an election 
under Section 1361 et seq, of the Internal Revenue Code. of 
1954 as amended and supplemented, .must complete its New 
Jersey Corporation Business Tax Return on its own separate 
basis as though no election 'had been made under the 

) Federal Statute. 

(b) Except as may be provided otherwise by this section, 
in preparing its Corporation Business Tax Return the tax0 

payer cannot assume that ordinary income or loss (Federal . 
. taxable income) is equal to Federal taxable income before 
net operating loss deduction and specialdeductions for New 
Jersey Corporation Business Tax purposes, when the taxpay-
er has elected Federal S corporation treatment Certain 
amounts not necessarily limited to I.RC. Section 179 ex-
penses, and 1120-S dividends that qualify for the dividend 
exclusion are not included as part of the S corporation's 
ordinary income (loss) computation, but rather are passed 
directly through to the shareholder on the Federal Form 
K-1 Schedule. For Corporation Business Tax purposes 
these amounts are included in the computation of entire n,et 
income, as if the corporation were a C corporation and no 
Federal S corporation election weremade. 

Example 1: S Corporation has 198~ taxable income for 
Federal tax purposes· of $100,000. However; not included in 
computation of such amount is a $5,000 Federal I.RC. 
Section 179 expense and $10,000 of S Corporation dividends 
received from 3;,. different cQrporation which qualify for the 
Federal dividend exclusion. 1;3arring any other difference 
between .Feclerat taxable income and New Jersey taxable 

, income per Schedule A, Form·CBT~l00, ~ew Jersey taxable 
income before ne~ operating loss deduction (N'OL)i and 
special.deductions is computed as such: . 

18:7-1L17. 

Federal Taxable Income · $100,000 
(5,000) 
10;000 

$105,000 

I.RC. Section 179 Expense · 
Qualifying·S Corporation Dividends 
New Jersey Taxable Income Before NOL arid Spe-

cial Deductions 

Example. 2: S Corporation i.s liquidating under I.ll.C 
Section 337. W.hen disposihg of its real property during the 
12 month distribution period, the corporation recaptures for 
Federal tax purposes $5,000 of I.RC. Section291 expenses 
which an S Corporation does not include as part of Federal 
taxable income if it were anS Corporation for the three 
preceding years before the Federal .I.RC. Section 337 elec-

. tion and the .I.RC. Sectio11 L~63(b) election. . Since the S 
Corporation is treated as a· C Corporation for State tax 
purposes, the I.RC Section 291 recapture is part of taxable 
· income before net operatin:gJoss and special deductions on 
Schedule A, Form CBT--100. . . 

. . 

(c) With respect to ,tax year~ beginp.ing after July 7, 1993, 
S corporation status may be elected for New Jersey pur-
poses bythe shareholders of a FederalS corporation. The 
filing of an electio1 form CBT-2553 with. the. Diyision to. be · 
recognized as a New Jersey S corporation is required. A 

. New Jersey S corporation)s entitled to pay its tax rat a 
preferential rate as provided in N.'J.S.A. 54:10A-5(c)(2) and 
(3) and to report and pay its tax. liability on Form 
CBT-lO0S. 1 

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

. Amended by R.1986 d.464, effective NovemberJ 7, 1986. 
See: ,18 N.J.R. 1686(b), 18 N.J.R 2332(a). 

(b) added. . · .. · ' . ·. 
Amended by R.1994d.186, effective.April 1'8, 1994. 
See: 26N.J.R. 761(a), 26 N.J;R. 1696(b). 

Statutory References 
·. See N.J,S.A. 54:lOA-2 .as to requirement for annual filing of return 
under. this· Act despite·. other arrangements for. filing a Fede ml retur:n. 

Case Notes 
foreign S corpqration;s. distribution to New Jersey taxpayer would be 

treated ~s if re~eived from accumulated·earnings. Laurite v.·Director, 
Div. of Taxation, 12 NJ.Tax 483 (1992); affirmed 14 N.J.Tax 166, 
certification denied 639 A.2d 301, 135N.J. 301. 

Absent other evidence, distribution from foreign S c~rporation to 
New Jersey taxpayer would be treated. as from accumulated earnings, 
Laurite v. Director, Div. of Taxation, 12 NJ.Tax 483 (1992), aJfirmed 
14 N.J.Tax 166, certification de.nied 639 A.2d 301, 135 N.J, •301. . . 

· Pass-through. losses and gains are to be excluded when calculating net 
· gains and losses. Walsh v. State; Dept. of the Treasury, Div. of 
Taxation, 10 N.J. TaX447 (1989), affirmed &nd remanded 240 NJ.Su-
per. 42, 572 A.2d 222. · 

18:7-11.17( Copi~s of tax returns or other information 
. reqmred · · . , • , 

(a) Th~ Directormay by general rule or by special nciti& 
require any taxpayer to submit copies or pertinent extracts 
of its Federal income .tax returns, or of any other tax return · 
made to any age11cy of the Federal Government, or of this 

Supp. 6-17-96 
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. b~ any.. other ~fate; or' ~f any sfatemtllt or ,registration made ', . ,. iv .. ·.-' Each separate' page fuus(be 'ci¢arly' identified, by : .•. ·. . . '. . ; 
:r pursuant to any state or Fedefall~wpertaining to securities ,· < listing _at .~e· top.; of tlie_ p~g¢f~~ ·C(),_rl)Orate name aricl ~C.t •·. or $ecuritie~ exc~ange r~gulatio11, · · . . . . . . . . . . . New Jersey serial immber. ·. ,. . ' - . . . 

. . .. ·- .·· ... .' )' .. 

< (b) The Director may require. allt~~iets t~ keep what- .. ·· i 5. '. The color ~d quality ofthe reproguftiop. of tqe_: .. 
. -__ .ever.·i¢cords_):ie may.prescribe, and<he. may req*ire.the __ ._ . ... · .. priniedtnatfermust be substantially the satne.asthat.of· 
\ prqcluction o( books; papers/dodnperits an:d other data, io' ·-• .' -· · · the official foiin; and _the filled-in· information must be; 

. •. provid~ or secure inforrnatio)J periµ:ient to_ the dete:nrijna~, '> . e11tirely'le~ible; . . .. ,· . ,·. . . . ,, 
.· .· tiozj: of the tax ancl its enforc:ement and collecti<;m. ' . . 6. The Jaxpayer's :full arid correct name, and address · < ' ,, ' ' . ' .· ' '' ' ' ' '. ' and identifying sed~ number. i!,S it appears on: the pre~ '··, 

' .. _ ·. __ ·u·•· o··•··.<·ti•_c __ •.·~)-·_.e:,T_•. _hr .. eeq,un_rr·. ire~_-can·.toyr __ .. tm_·axp:. a_ya,y;ea_ rl, s __ ot:_··o· bmya __ ·•.kg __ ee_._·_n_. ·_aenr_adl, •. fil<r_·._·u ·-e1e1·-_o_~· ._or __ rm'"_~P_a-~_t:1'oi,,aln ___ :. '_ .. ',. : stenciled fqrm' furnished tjy t\ie Director must, be typed 'ot/> 
1w : printed onJlle teprodu~tion; ' · · ··· ·. · : · · · 

~et!}tns, under oath, offacts pettin¢rit to the deterq1inatiorr ,, . ' ,' 7. )Ah filled~in i.nforma:tion on Page 1~f the Return 
:ohhetax orHahilityfoftaxputsuantto such regulations/at .·_ ,· __ · ·._._niu, st __ b_._·. e_•typ'' ·_eci orpr_-,in_ te_d·,·. ·, . ' ' ,' ' ' ..... 

-· ·whatever times and- in whatever form· or manner and to 
·.whatev~r exte~t h~:tn~y.pre~~ribe ufioeifaw. ' . ' - •. 'g', . Reptotluctforis; offrirms·'inliy' be ~ade after :iriser: . ' 

·_· . tion : of. tpe comp~tatiqnS: aricJ tµe other required . . 
._.. .. · Statutory Reftir~rices . _ .. _. . . · . J~ormatiof ~. -~ _, •. ·. < ; ; ::i , •· . /' · _· L : . : 

' See' KJ:s.A. 54:lOA-,,14 as· tq Jight of :the Director to requ'ir~ \. '.·. '·.. 9_; : All signatures 'o'n forms' tobe filed mqWbe o:rigina.l ; .·_ 
· ·· taxpa,Y,ei t9 su:t,mit .perti{lent' extracts for its Federa,1 itic!)nie ta,x ret:um, ': . ,signatures, aft'ixed subsequ~nt to. the. repfoduction · pro~ 

other~i;eturns fo~overninenq1g~ncfos; or 9th_errecor\is. ·. . : · ·. -.... ·. . cess; · · · · · ··· · . · ' ·. · · 

. 18;7-11.18 · _R~production otfo~s ., .· ·. · ',, •· >10~-- Th~ Director does }lOtundert~ke t~ approve_ or . 
. . __ (a) Subject: to conditioµf and requi·teme'nts Of this• sec~ . . . ··. disapprove the specific equipment or· p~ocess iii reprQduc: · 

. tiori, the Director will acceptfor ;filing purposes reproduc~: ·• •.. ing official foqns; but requires oµly tha.t the reproduced 

. ttdns ,of'tb:e New Jersey Corpoiation BusiQess.ta~d.leturri ' :_·.. :forms satisfy the staiec:l 'conditions: _Ir'shoQld be noted, 
. • Eorrns ·c:sT-100, CBT 40ii--x, artd 'Cl3T~200T in lieu of the · ... : lic;)\vevet; that photostats cid ~bt nieef all'.,the. above coricti/ . 

,· ,' .•. otficiaLforms printed and furii~she9 by th~ Pfrectof Any: . · ', . ' tiolls; , ·. . ,, . . . ;; . . . , .. 
. one. CQrtt~mplatfug the use of,reprodu:ced forms is qiuti69ed ..... - . < tL ,. T6.e'._Dii~ctc5t•does not imd~rtake to a.pptoye or;~> 
-·. t<> observe that th~ conditions her~iri stated may vary µqin d~sappiove t~e _specific writing m,ecli1.1m or styl~ of WJ:iting_ \_ 
• tlie ·Federal regqlations ·relating to rept..oduttiim of ·F~cieraf ·.· · to be· used; but requires that the filled;-in information on . -

. ·• ta,xfol'Jlis. .. - . . . . . ,.the repr<>duced form be of. good quaJity black~,on-white' 
.Jvitl;l hand writjng of:sa,tisfactocy legibility.: ·· . . . . , -

-:· ::(b)- hi oider-~tobe ~¢ceptaQle: fo(fililig purposes{ repro". ••. -· -•· · - · •·· · 
. ' ' ducpo11 of •11'onns . CB:J.--,lQO, 031' .:.;1qo:;x~ ailQ :cBT~200T Arttend~d l:>y R'.1979 d.45, effective Feb;~ry 6, i97!). ' '>. ', 

•·' ·_._J_m_ us. t ni_ ee ___ t_ theJo_ 11_ o_w. 'in __ g _co·ndit_ions_ an_·· d_ requ_ii. em_ e_·nt_ s_:_' __ • _·· ._,_.··• • 'See: 11 NJ.R. 40(d), 11 NJ.R:tsO(b),· • . · ·· ··. · - Art;iended by.R.1994.d.1$6,. eff¢ctive.'April 18, 1994; . 
·, -' . ·: . i: ,i~productio~~· IIiustie fa~hiiiles::6fth~'.:cornplete. 'See: 26 N,J;R: .. 761(a), 26N+~::1696(1?): . ' 
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