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.,	 Legislative Notes on N.J.S.A. 54:l0A-4 (f) and 4 (g) 

(Corporation Business Tax Act - Definitions of (f) "Investment 
company" and (g) "Regulated investment company".) 

Laws	 of 1945 9 C. 162, A395 , 
(Provided franchise tax for corporate business to
 
replace tax on intangible personal property and capitdl
 
stock tax).
 

March 27 - Introduced by W.H. Jones.
 
April 2 - Hearing (not recorded).
 
April 6 - Reported, amended. 2nd reading. Passed
 

in AssemblY9 amended .. 
April 9 - Received in Senate. 2nd reading. Passed 

in'Senate. 
April 13 - Approved. 

The term "Regulated investment company" was not included 
in the original A395, but was defined in the amended.,,; ;'.., .....,.'fl

\ vet'sion (A395 § '+ OCR) ..J ',. ,..: 

/ 

"Regulated investment company" shall mean 
.' '; 

any corporation Which, for the period covered 
by its report, is registered and regulated 

,..,.under the Investment Company Act of 1940

\
! (54 Stat. 789, as amended) and meets the
 

! reqcirements of and is taxable under "Suppl~ment
 

Q" of the Internal Revenue Code (53 Stat. 1 9 98, as 
" 

,\
" 

amended) • 

•	 974.90 N.J. Commission on Taxation of Intangible
 
T235 Personal Property. Report of .•. 1945.
 
1945
 

The report listed above is mentioned in the Statement - ; ..... 
to A395 set out below. J 

:'. ~' 

j. ~: ~.'. . .:-: '.~ ..~'STATEMENT TO A 395 
~":'-'':.:~: 

• . joiJ 

The purposes of this bill are:	 .' -..;,.;:~ 
(1)	 To establish a simple and defensible tax on corporate 

business in lieu of an ad valorem tax on intangible 
personalty and the present capital stock tax, as part 
of the program recommended in the Report of the Commission 
on Taxation of Intangible Personal Property (March 26, 1945), 
to eliminate "tax lightning" on intangibles. 

'.•l ) 
./ 
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(2) 

(3) 

(4) 

To provide a yield sufficient to justify the 
abandonment of the present authorized tax on 
corporate intangibles. It is estimated that this 
yield will be between $6~OOO~OOO and $7~OOO~OOO 
annually, beginning in 1946. 
To provide a tax base which would relieve the 
burden of taxes on ~eal estate throughout the State. 
This is accomplished by applying $4,000,000 of the 
anticipated yield to reduce the State school tax 
on local property. 
To have due regard for the tremendous tax burdens 
of the present day and for the competitive conditions 
that exist between New Jersey and its neighboring 
States, in taking this first step in State-wide 
corporate tax adjustment since 1884. 

Hearings were held and recorded. 

-J 
See 
974.90 
T235 
1914-Sb 

NJ Commission on Taxation of Intangible 
Personal Property. Hearings 1945. 

Laws of 1947, C. 50 A464 

or 
Amended 1945 Corporation Tax Act as recommended by 
Commission on State Tax Policy; defined "investment 
company". 

March 
March 
April 
April 
April 
April 

24 
31 

7 
7 

14 
14 

- Introduced by Dixon. 
- 2nd ~eading. 

- Amended. Passed in Assembly, amended. 
- Received in Senate. 
- 2nd reading. Passed in Senate. 
- Approved. 

STATEMENT TO A464 

J 
" 

This bill incorporates the several changes in the 
Corporation Business Tax Act (1945) recommended in the 
Second Report of the Commission on State Tax Bollcy. 

\ 
, " " \t I?, ; 

, .' I 
" , 

The bill also provides for a "Short Rate Table" which may 
be used by corporations having total assets of less than 
one hund'red thousand dollars <9.00,000.00) ~ in lieu of the 
detailed form of tax return now required. It is estimated 
that some twenty-five thousand domestic and foreign 
corporations will be able to compute their tax on this 
convenient basis. 
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The bill also contains a number of changes in the 
corporate franchise tax law which a year's experience 
in its administration has proved to be desirable. 
These administrative changes are recommended by the 
Department of Taxation and Finance. 

Assembly Bill No. 464 shows that the definition 
of "Regulated Investment company" was deleted and 
that a new term, "Investment company" was defined. 
(Copy of original A464 § 4 (f) enclosed). 

ItInvestment Company" uas defined in L 1947, C. 50 
s l~ (f) as, 

(f) "Investment company" shall mean any corporation 
whose business during the period covered by its report 
consisted, to the extent of at least ninety per centum 
(90%), thereof of holding, investing and reinvesting 
in stocks, bonds, notes, mortgages, debentures, patents 
patent rights and other securities for its own account, 
but this shall not include any corporation which: 
(1) is a merchant or a dealer of stocks, bonds and 
other securities, regularly engaged in buying the same 
and selling the same to customers; or (2) had less than 
ninety per centum (90%) of its average gross assets in 

... New Jersey, at cost, invested in stocks, bonds, debentures, 
mortages, notes, patents, patent rights or other 
securities or consisting of cash on deposit during the 
period covered by its report; or (3) owned more than ten 
per centum (10%) of either the aggregate outstanding 
shares of capital stock of all classes entitled to vote, 
or of the aggregate outstanding shares of nonvoting 
capital stock of any other corporation, during the period 
covered by"its report. 

974.90 N.J. Commission on State Tax Policy.
 
T235 First Report. 1946.
 
1946
 

974.90 N.J. Commission on State Tax Policy.
 
T235 Second report. 1947.
 
1947
 

Laws of 1948, C. 459 §"l A552 

Defined "Regulated investmentcornpany" and fixed lower 
tax basis for regulated investment companies than 
for other investment companies. 
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August 23 Introduced by Mackey. 
August 27 - Passed in Assembly.
 
Sept. 1 - Passed in Senate.
 
Oct. 27 - Approved.
 

Not amended during passage. 

1I(g) Regulated investment company shall mean any 
corporation which, for a period covered by its report, 
is registered and regulated under the Investment 
Company Act of 1940 (54 Stat. 789), as amended." 

The statement to A552 reads: 

The object of this bill is to prescribe a more 
equitable measure for the assessment of the tax on 
regulated investment companies doing business in 
New Jersey. Neighboring States have accorded ~ore 

favorable and realistic tax treatment to regulated 
investment companies and there has been an exodus 
of such companies from the State. This bill is 
designed to remedy this situation. 

Laws of 1971, C. 267 A25l0 

.. Broadens the definition of "Investment Company";
 
applicable to taxpayers whose accounting periods end
 
after June 30, 1971.
 

June 14 - Introduced by De Korte.
 
June 14 - Passed both houses under emergency resolution.
 
July 21 - Approved.
 

This amendment which deleted § 4 (f) (3) was not amended
 
during passage and had no statement of purpose.
 

Governor's Statement on signing into law Assembly
 
Bill No. 2510 is enclosed.
 

\. "
i·t

~ . 



rSECOND OFFICIAL COpy REPRIXTl 

ASSEMBLY, No. 46~1 

STATE OF NEW JERSEY
 

By" r. ])1 XOX 

HI'I'I'ITI'd III ('oUIIJlilfl'l' Oil Taxlltioll 

Ax	 ACT to allll\llIl :11111 I'II\1pkllH'II1 ••.\11 al'l hI 1' ...I\'idl· fllr lit,' illll'"l'itillll or II 

fr:llIchil't' 11lX 111'"11 1't'I'lllill elll'l'orlllioll" alld for Ih,- di"lrihlllioll of 1\\1' 

IIl'Ol'\'I'dH tlll'l't'of. I'I'IH'alillg" I'\'diolll' .-11:1:: 1 tlll·OIl!.:'1t :"':1:: ~ :l1l1ll'hllplt'r 

t.hil,t~,-two-A of 'L'itl" ;)4 of Iltt' Ht'\'j",-d :-;1:11111"", 111111 IIIIIJ,ill~ 1111 1ll'l'Wpl'ill­

tioll fur t.he 1lI1lllilli,,,lralioll of slll'1t lax." :ll'l'rtl\,-d ,\pril fltirkt'lIllt. 0111' 

thOU>olllllluilll' hUlldn'd aud forfy-Ih't' (I'. L. 1~1-l;). ", If;~l. 

HI,:	 IT 1·;1\.-\1,,'1-:11 "y fhl' 8/'1It1I,' tlllt! fill/1m! ./ ...."II/I,!!I 0/ II., ....·/tll,· tlf .\'1'/(' 

2 .In's(·y: 

1 1. Sl·diou 1'ou\' or tilt' ;\1,1 of wlti,'h tlli" :lI't I" :I11"'lIdalol'y i" 1I1IIt'llIleti
 

:! to n'nd as 1'01. lows :
 

:: 4. Fo\' the llUrl'0"\'S of Ihis act, 11111.-"" till' I'lIl1t"xl rl'qlli ...·" II t1iITerl'ut.
 

-t- 1I1(\11Ilillg':
 

;j (a) "COIIIIUis:-;iolll'r" "Imll 1l1l',111 III., di ... ,l'Iol' of lilt' cli\'j"joll of IlIx/I ­

(j tioll of 1111' Slatl' Dl'l'artllll'lIt of '\'ax:iI iOIl alld Fillalll'I-,
 

7 (h) "AlIol':llioll 1'111'101''' "Iwll lIw:ilI 111,- J1r l l'"rlillll;tll' pa/'l ul'lI tllX-


H payt'\"s lid wortll 1I"l'd to d"('-J'Il1ill" a II II 'a "II 1'1' of its tax IIl1d'-1" 'his ad.
 

!I (1') "l 'OI')lUl"lItiOIl" ~hall IIl1'all ;IIIY ""rl'''l'atillll, .i"illt ~I",'k "OIIlJllllI)' OJ'
 

}O	 as:-;o('iatioll IlIIlI tillY llll"ill""" ""'IIIlI"kd b.\· a t rll"I,'1' IIr t 1'11,,,1.-,-,, WIIf'I'pill 

11 illh~l'l':-;t o/' OWII\-/,ship is ,',id"lu,,'d I.,\' a ""I'tili"a'" "I" illl'-I'l·~t II/' IIwlIl'r"hil'
 

1~ 01' ~illlillll' WI'itt .. 1I illst rullll'lIl.
 

1;$ (<<I) .. Xd \\'01'111" ,..!rall 1111',111 1111' 1I'-:'g"I'l':.:ttl .. or IIII' \'Idlll'" dj"e!Ol'l'd "y
 
14 the Lwoks of til\' \"Hporaliol1 ful' (I) i"';IlI'd HIIlI 1I1I11'tHllllilll!; \~al'itHI I'ltoek,
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HI (2) paill-ill or capita! surplus, (~) earned surplus and undi,"idl'o. profit". 

](j (4) sUJ"plus J"1'8('J"WS which can reasonably be expected to accrue to hold!'r" 

]7 or OWIWI'" of l'quitahle shares, not in('!udin,~ reasonable ,"aluation reSl'ITe". 

IS such as n'SI'ITI'S for df'preciation or ohsoll'sel'nce or depletion and U.i) the 

I!I 1II110U II I of all illf)(,htl'dn(\ss owing dir(\ctly or iJl(lirf'l'tly to holdl'rs of tl'n lWI' 

:!o (~I'IIIUIl1 (10:;) 01' 11101'1' of Iii.' ag'grl'g"alp oub-landing' shares of the taxpay­

~1 ('I"S ('apilal slock of all ('!a:-st':-, as of 111l' dusl' of a calendar or fiscal )"I'ar, 

.).) lIowl"-l'r, if in flIP opillioll of 11Il' l'Ollllllis:-ionl'r. til(' eorporation's books dn 

~3 not <1is('1081' fail' \"alualioll" tI\l' cOllllnissiollt'I' llIay makp a rI'HsOlwh!l' dl'lpl'­

24 millalioll or till' nl'\ worlh "'hiI'll. ill his Opillioll, would 1'('AI'et the fair nilup uf 

:!.i-2£i till' assl'Is 1'01 I"l'ipd Oil I!IP blloks of the corporal ion, in acconlau('l' with SOUlU! 

:!7 aCl'nullling' prineip!('s, allll sucll (h,tel'lIIilllltion :-:hal1 h{' uspd as lIet worth for 

2H the purposp of this act. 

2!1 (l') "Jtllll'hll'tlllP:-S owing" direetly or indirpctly" shall include, without 

:1lI lilllilatillll 1111'1"1'10, all illdI'L!t'IIIlI'SS o",illg' til any stockhold{'r or shareholdl'r 

:11 llIlIl til 1III'IIIIlI'I's of his imulI,t1iate family ",hpn' a stuekholder and m{,lIllwrs 

::2 or his illlllh'I!i:Il(' family togl'lher or iu thl' :Ig-g-n'gale own ten per c{,lItum 

:1:1 (111',:) 01' ilion' of tIll' ag'g'n'g'atp ouislallliing' "harps of the taxpayer's ea)'i­

:l-l l:ll slUl'k of :111 1'1a "S('" , 

:1;) (I') "11I\"('slnll'1I1 ('Olllp:llly" shnll nll'un lilly l'orporatiou who,,!' hnsin('ss 

:1!1 01111'r "l'l'urilil'" 1'01' il" OWII :It'I'OUIII, hut Ihis "lIall 1101 inl'ltlllt' lilly l'orpor:l­

·l(l 1;011 whil,lt: (1) i" :1 1111'1'('11:1111 0.' a dpa!t'r or "Im·ks. bOllds alld otlll'l' S(,l'ur­

41 il iI'S, l'l'gu1:l rly l'II,g-ag'l'd ill buyillg' 1Itl' "111111' :lIId "I'lIing thl' Sllllll' to 1'1IS­

4:! 101l1l'I'S: or (:!) hlld hos~: Ihall llilll'ty 1)('1' 1'l'lIlullI (!I()"; ) or it.... an'I'agl' g'J'{lSS 

4:1 IIsspls ill XI'W .1.·I'sl'y, al ('osl. im'p"tl'd ill slol'ks, honds. IIt'hl'llhll'l'S, lIIorl­

44 g'1Ig'l·S. 1I11"'S. pall'llls, plltt'llt rig-hts or otlll'l' :-:I'l'Ul'itil'S OJ' l'l)JIsi"ting 01' ('a,.;11 

4;) 011 dl'po"il dUl'iug' till' pl'I'iod ('O"I'I'l'd hy its n'pol't: Ill' (:0 OWIH'd mUI'l' than 

,Hi 11'11 !Il'r 1'('11111111 (10';) or l·illtl'l' thl' ag-gl'l'g-all' llul:-:lalldillg' ShIlH'S of 1':11'1­
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4iA of 1l00l\"oting ('u}lilal !'Iol'k, of a1lY olh,'r "orl'oralio1l, dllrill~ tl\l' Ill'riOlI l'OV­

4in ered by its r('port, 

49 pay tmws, int('rl'l'.t 01' 11I\lInltil'!' 111111"1' thi!' Ill'\.
 

50 (11) "Fiscal yl'ar" !'hnll 1IIl'all :111 :II"'Oll1llill~ 1'I'ri,"ll'llIlillg" 011 allY day
 

51 other than th(' Ill!'t iol;lY of ll"I,.\llIhl'r,
 

53 tax is pnynble 1111llI' l' thi!' Ill'\. 

1 2. Section fiv(' of Ow ad or whil'h thi!' al'l i!' allll'llIlator~' i~ 11Illl'lIlh'd In
 

2 read as follows:
 

:~ 5. The frlllwhis<' tax to hI' an1l1lally a!'''I'''~l'cl 10 a III I plli.l hy I'lll'h tax­

4 payer shall he nwasllred hy th(' gl'l'nll'l' Ill':
 

5 (a) thnt portion of it~ I'ntir,- IIl't \\ort II as lllay III- alllll'ahh' to thi:-l 

(j Stutl' fiS prO\'idl'd in Hl'dion six; or 

7 (h) thut proportioll of' it" t'ntil'" IIl't \\HI,th as th.· 11\'.,1':11-:'\' \,:I!(II' 01' 

8 its totalllRsl'ts i1l thi!' :"Halt' durill.:':- thl' I"'rio" '-0\'1'1'1''' hy its l'I'I"II" iH ttl 

9 the uv('ru~e vuhlt' of it" totll! 1I!'!'t'ts "\"\-I'ywllt-"" dllrillg" !'llI'h I"'riod (1'111' 

11 tangible personlll\ll-Opl'rty of l!olllt'"til' \-orl'0ratioll" 1101 havin1-:' II IUIHi­

12 ness situ!! outsidl' this ~Hatl', olll'-Ilaif of tlH' \"allll' or slll'h prop,'I-l)' 11ll\'iu~ 

13 a busiuess sitlls olltsidt' tiJis :-ita It', 111141 Ihl' ,-ulin' IIIIIOUIII 01' th.· 

14 intangihle pl'nmllal proj"'r1y of ro ... ·i.~11 I-orl'0ratiolls as wolI'd IIII\'I' 
1'\-" 

15 n business !'itlls withill fhi" :-itall' 1'01' till' l'"rpo,,1' of II I'rol"-rly t/lx); 

16 at the rate of 8;lO of 1\ mill 1"'1' dolla I' 0\1 lit.. lirsl 0\1.. Illllldn-d millioll .JollnrH 

17 ($100,OOO,OtlO.00) of all<lt'all'" 111'1 wortlt: -l III or n I\lill I"'" dollar Oil tilt' 

18 second hundred milliol\ dollar!' ($11111,111111,111111. 1111 )::: 111 of a mill I"'" "011111' oil 

19 the third one hUlIdl'l'd millioll dollllr" (:f:lfIO,IIlIO,II0ll.lIl1j; IInel :! 10 of II mill 

20 per dollnr on allnlllollllt!' of allol'all'll 111'1 wo ..th ill I'XI'PSS oJ' tll ... -!' 1IIIIIIh-"11 

21 millioll dolln rs ($:lOO,O()(),Ollll,tllI), 
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22 (c) l'rorirlf,rl. lul/("(-/"I-r, thnt the franchi:-:l' tax to bl' annulllly a". 

23 sef;f;pd to [111<1 paill by nny inYestment company shall be 111l'asurl'll hy 

t\\'l'lIt~··fi\·t' pp!" ('I'ntum (:!.j/~) of its ('lItirl' lIt't worth, ut the rates IIPrl" 

illaho\'t, ,,(,t forth hut ill uo case 11'ss than 0111' I1l111l1n'll dollars ($100.nO). 

:W uult'''':­ t ht· taxpayer shall elect til rpmaill taxahll' Illll'suant to nn~' oth('1' 

... 
(d) The tax fissl'sSNl to any taxpayl'l' pursuant to this nct, 1l0twith· 

stalJ(liug' till' )lro\"isions of the prt'l,t'<liug' SUhSl'l'tions of this section, shall 

:lIi uot hI' !t'"" than the g-l'l'ah'l' of 2/ 10 of a mill pl'!" dollal' of total assets al· 

:~i lo('att'l1 to this State ill accordallcl' with suh"('etion (b) lll'rcof, and 

twt'uty·li\"(' dollaJ's ($2;).00) in thl' 1':lS(' of a dllml'stic corpomtion, 01' fifty 

:m dollart' ($;)O.!)() in the case of a 1'1I1'l'igll ('orpoJ'lltion. 

(p) In lipu of the tax imposl,d hy suhsl'l'tiolls (a), (b), (c) and (d) 

41 or thi!' Sl'l'Iioll, allY taxpayer, thl' \';dul' of whosl' total assets everywlll're, 

]Pst' rl'a"oua hll' rl'st'J'\'I'S 1'01' dl'lll'l'l,ja Iion, as or the dose of the period 

I'o\'l'rl'd hy its rt'port, a1110unls to Il'ss Ihan OJIl' Inmdl'l'd thousand dollars 

($100,1l1l0.00), may pll'ct to pay tIll' tax showll in the following tabll': 

'],l1e tax shull be 

If tolal aS~it'ts But !t·ss For Domestic For For('ig'u 

al'l' at lenst thall Corpora tions Corporations 

4Ii $ ° :I: 45,000 $ 25.00 $ 50.00 

4(j 45,000 50,000 28.00 50.00 

47 [>O,Ollll 55,000 32.00 ,/50.00 

4H 55,000 60,000 35.00 50.00 

oil. GO,OOO 65,000 38.00 50.00 

50 (j;j,OOO 70,000 41.00 50.00 

5] ill,OOO 75,000 45.00 50.00 

52 75,000 80,000 48.00 50.00 

5:~ HO,OOO 85,000 51.00 51.00 

54 S5,OOO 90,000 54.00 54.00 

55 !10,01l0 95,000 58.00 58.00 

56 95,000 100,000 61.00 61.00 
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.) read as fllllow~:
 

:~ 10. 'Yhl'l\('\"('1' il ~h:dl al'l'l':l1' til till' 1'lIlIlllli""illlll'r Ih:ll :IllY taxp:IYI'r 1'1)\1­

(i thl'n'llf pro}lI'I'!Y alllll'ahll' to Ihi" Sial ... III' th:11 any taxp:lyl'r lIlailltain,. 1\ 

j 
'I:;

,', 
14 alld I':lYI"lIII,. withill :llld witholll 1111' St:lI .. alld 111.. ;dllh'alillll III' lit'! worth, 

J,'

I 

I 17 ,.llbmit. "ul'h iut'ortllalillll 111111..1' oalh, 01' III IH'r1l1il ;;.11·11 .. \:lIl1illalillll Ill' il,. 

,~ 

1!1 tt'r1l1illl' till' l'xi";!"IlI''', Ilallll'., 01' .. xll'1l1 \/1' 1111 :I.~\'I·I'nll'lIl. IInd"I·"tallllill,~ 01' 

21 eorJloraliou j:; ,.lIllj,,(·1 to th .. lao,; illll'lI~ .. t1 hy thi:; 111'1. 

2 to rend us follows: 

3 11. AllY n·(·.. in·r, n'I'.·I'("', I I'II"tl'l', :I:;"ig'Il('I' III' otlll'l' lit h\l'iaI'Y, lI\' lilly 

4 olliel'r or ltg-put al'l'0illl ..d hy allY 1'11111'1,10 ('ollllul'1 lhe' 11I1~illl'sS 01' l'III1SI'I'\"(' 

::; the asset:; of lilly ,'orpor:llioll shall h,' slIhj,·"t to till' lax ilJl/ItIS..d "y Ihi" 11t·1 

(j \JI till' S:I II II' lJIaUIlI'r a\lll III till' sallH' I'xft'llf a:; a "o"pllralillll hl'n·lIl1d.. ,.. 

1 fJ. Sectiou thil'fl'l'll 01' IIH' 11,',1 or whi"h t hi:< 11('1 i" allll'llIl:dol'y i" 1III1t'IIII,·d 

2 to read as follows: 

3 13. In the case of 1111)' (,ol'"oratilJlI whj(·Jt OI'g"III1IZt·S 01' '1l1l1lili,·... Oil fll' 

4 after Junuary firsl ill 1111)' )'l'1I1' 110 lax shllll III' payllhh' ill ;;I\I./t I'l'i\'ill',I{I) 
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I. 5 y<,ar; Jlroridrd, llOlI'(Trr, that thi::; s<'etion ~hall not apply to a foreign cor· 

o porlltioll, which aft!'r .January first, one thou::;and ninE.' hundr<.'d and thirty. 

7 Sl'\'en. 111\(1 prior to til<' YPllr in which it qunlifi<,s. posses~ed the pl"i\"ih'~l' of 

H ('xPI'l'ii"ill:.:' it,.: l'orporntf' fr:ull'hi,,<, in this State, or did business, or pmploYNI 

!) 01' 0\\'/11'11 (':Jpital 1'1' property. or maintained an office in this Stat<.', 

fi, Sl'etiol\ fiftl'('n of tl\(' lid of whi<.'h tlli" net is aml:'ndntol'Y is nmendl',1 

2 to l'l:'ud IIS f'rlllows:
 

3 15, TI)(' tax imp0:"l'd by filis act :-:llnll he dUl' and paynblc with rl'slwl'I
 

4- to the ('all'llllar yl'ar Ol\l' t1l0u:-:/11I11 nine huudred nnd fort~'-six, and ('nell y<,llJ'
 

;j tIlPrl'nfll'l', m('lIsurl'd hy ill<' taxpnY('I"s n('t worth as of th(' closp of thl' call'lI-


G tlur y('ur or of it" liseal y<'al' nl'xt pl'('('('din~ the privil('~e year, ('xcC'pt thnt
 

7 in tho cas(' of a faxpay('1' whost' flst'1I1 yp:l1' ('ntis not later than Juue thil'tit·th
 

8 in tIl<' pri\'ill'g'l' Yl'ar sHeh l\I('IISnrp shall be liS of the close of such fisl'al yl'ar,
 

!I Fol' til(' Illll']H1SC' of this "('Cfillll ('\'('ry taxpayer Nhall use the same ealt'l\tla I'
 

10 or lisen) YC'/Ir IIplln whil'h it I'('ports to the Ullitl'" Stah's Trensury D('part. 

11 n\('ut fllr \<'t't1l','n I iUt'olll!' tax purposes, 

7, HC't,tioll S('\'('lIte('u of the act of whieh this act is anlt'ndatory I'" 

'J lllllt'udpil tn l'l'ad liS follows: 

:1 1;, (ll) Ol\ or hl'for(' tl1l' til't('t'ntl. tlay of April, in the cnse of taxpaypl's 

oj. I'('}lorting' Oil a t'nlt'llliar Yt'al' lwsis, alit! on or lwt'orc the fit'tN'nth du~' of' 

5 April or lht' liftl'l'lItlJ tillY nf the fourth mOllth following' till' elo~l' (If 

fi n fj,,(':d Yl'lIl', whil'hl'\'t'r is I:Itl'l', ill the CIll'\(' of taxllflY<'l'S reporting' Oil II 

i fj"l'1I1 yC':I1' I>a"i". ('IIl,1t t:lXllaY('I' "hall duly I'X('('lItp 1lI1l1 JHe~,offlx 1'(.tUI'II with 

H thC' l'tllllIlli:-:"iolll'l', in sueh form Il1ld clllltuilling' ~uch iut'ol'mutiou us he llWy 

H lll't>sl'rihl', whi('lJ rl'tul"ll l"hall truly 1I11t1 lll'l'ul'lltcl~', Sl·t forth its linbilit~· 

10 undl'!' thi~ ad; alld thl' J'Ull1l1ll0Ullt of tl1l' tllX he1'C'undl'l' shull Ill' dUl' lllltl }la~:' 

1 11 nhll' to tI\l' ('olllmissiOl\('!" on 01' h('fol'l' till' dut<· prescl'ibed Ill'1'pin fOt~t1ll' filin!:: .. 
't 

12 or tilt' rl'tul'll; l'rol'idl'{l, hO//'I'/'/'''. thllt for tlll' I'ridll'g'l' yl'nl" om' ti.lOINll II I 

l:?A nim' IlIllll!J'('tllllHl t'orty-sl'\'t'lI ally I'(·turll llud tax }lnYIIll'nt which until'" till' 

12n l'ol't'g'oillg' pl'(wjsion~ of thi" sl'l'tion would ht' th1<' on 01' hl.forl' tJlt' tiftt't'nth 

12(' tln~' of April or 011 or Ill'ftll,(· tl\l' fiftt'l'Uth tiny of ~rn~' ~hnl1 bt' dm' on or bt'­

1
 
1 

} 

I 
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1:!1l for£> til£> thirty-fil·:o;t day of :\[a~'. IIIil'l hou:O;:lIld nill'- IIl1l1dn-d alld t'llrIY·""'·t'II, 

1·,
.) (b) Any taxpayer whieh shall f"il 10 Iii,' il" \'I'IUI'II wh"11 dill' :o;1:al1 he 

a lillble to l\ penl\lt~' of two dollar" ($:!.OO) 1'111" l'al'lI day Ill' ,h'lill,\IIt'II'·Y. whidl 

Hi of the tax herein imposed. If :IIlY lax hI' 1101 paid W111'II 1111' I"all\l' ht'I'IlIll"~ 

17 dUll, as her£>in pro\'idl'll, then' shall b,' add,',1 10 Ihi' all\l)lIl1l of Ihi' In'\ a "U1ll 

.... 
l~ £>qui\'lIlent to fin> pl'r ,','nlum (5'.;) Ih"I"l'of. "" a p"II:dly. a1\l1. ill addilioll 

l!l thereto, interest lit tl1l' raIl' of 0111' 111'1' 1"'11111111 t1',;) p"r 1II01llh Ill' f'1':II'Iillll 

~o thl>I't'of from the d:tll' 111l' lax h,','allll' dll,' IIIllil lilt' ":11111' Ill' paid. 'I'hl' ,'0111· 

:!l missioner, it' satisfied that the fnilul'l' 10 "limply wilh allY pl'Il\'i"illll "I' Ihis 

.J.) section WII8 excusnhlt', ma~' ahall' 01" I'l'mil Ih,' ",holt'lIr parI Ill' :1I1~ pi-llally, 

1 8. Sl>ction nillt'll'I'1I of tllt' :It'l of whi"h tlli" :11'1 i" allll'lIdalory i" alll,'lId"d 

2 to read 8S follows: 

3 19. The COll\lIIi"l'linJll'r Jlmy ~I'lllll a n'a"ollal,h' I'Xltoll",jllll of lillll' 1'01' IIII' 

4 filing of returns 01' tilt' paYIIlI'II1 of 1ax, III' hoI h. 1II11kr ";lh·1t 1'1111''' :ulIl 1'l·,~'III:I. 

;) tions 8S he shall pl"t's('riht', Wllil'll mlt·s :11111 1'\'.!.::lIlalioll"; lIIay r"'luirl' 1111' Iili/l~ 

(; of n tentntive retuI"n a IIII tltl' paylll"111 of :111 ""Iillla"'" la'\, hul 'Il' ";111'11 C'\' 

i tension shall he J,:'ranl"c1 hp.nulIl till' lind dny or 1)1',"'111111'1' or 1III' pl'i\·ih·~t· 

H ~·l'lIl'. If the Hnll' 1'01' filing' tilt' I'..tlll'll ,,11:111 ",'\·xll·lId,·d. rll.· PIIYIII"II( or til., 

!l portion (If the tliX l't'III:1illillg' to b,' paid, if :III,\'. 1'h:llllll' 1'0";11 11 '11"01 to till' t1al,' 

111 fixed hr the exll'lI"ion or th.· tilll" 1'111' til" lilillg' .. I' Iii.· 1"111111. 1.111 ill "\"'1'." 

n- 11 :such ca~l' the (~(Il'ponllillll ",hall I'a.". ill additi"l1 10 lilt· 1I11/,:lid 1'01'1 iOIl or 1111' 

tax, interest thl'l'('oll at tIll' raIl' III' ",ix 111 '1' ".. ,dllill (Ii';) 1"'1' :1/11111111 fl'oTlf'iiIl'
[1 12 

\l 
1 1~ tiJlW when the I'l'tlll'lI orig·illa]]." wa,.; n"l'lin'd 10 I", lil.·d to II ... dal.' or I ... tlllli 

1 
" 

14- pll)'JIl1'ut Ulltlci' til\' I'xl!'II1'ioll; /ll'uri,fn/.lh:1I il' ,,1I"h lI'II'aid I",rliollor III., IIIX 

~ ];j it; not paid within tIll' (illll' Hx,'" 111111,,1' fill' ,'\I'·II",illll. 1111' illl.· ... ·,,1 011 "'11,,11 1111 
l 
; 

Hi 11Ilid pol'lioll sllldl bl' \'lIll1plIlt-oiallh"l':tl""I'II1"/"'I""'ldlllll (I'.) 1"'1'111011111 

17 01' fl'llctioll th<'r('ol' to "1' \':lIl'lIlall·d 1'1'0111 III,· dal"lh" 1:1\ \\a,~ ol'i::illall,l dll"/II 

lR the date of nctual payllll'lIt. 
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I 1 !J. S('clion 1\n'n1y-thl"('l' of' III(' net of which thi~ aet !~ llml'llllatol'y 1;< 

'J 11JIH'1ll1pd to rend ns follows:
 

3 23, TIll' admini"tl'lltioll, \'ollp(,tion 111Id ('nfol'Cl'IDclIt of the tnx i\llPO"I'<! hy
 

4 tldf! nct 10:11:111 Ill' ~ull.i('ct to till' pl"O\'isions of thl' Stllte tnx uniform proe('<!un'
 

!i Inw a" thpl"('in IJI'o\'idl'd ('haptl'!''' fOl"ly-eig-ht thl'OI1~h fifty-two of Title 54
 

G of till' R('\"i~l'd Statlltc,,) to til!' I'Xtl'lIt that tIll' pro\"isions of :-;11('h IllW an'
 

1 10, Th/' lid of' whi('h thi" llct if! llmellllalol"y IIlHl iiupplenH'ntary I" 

:l l!J:1. (a) .Hlt'l" a /iual I"('turn in ,It\(' fO\'lll i:-; fill-d, thl' ,'ollllni"siolll'!' "hall 

4 ('IlUSl' th,· "111111' to bl' I'xaJlliul'd and may makl' such fu\'tlll'r 1\I11Jit or iu­

;) \'I'"ti~l\lion 01" I"<'audit as Ill' may de<'\ll nee('""nry, mill if Ihl'\'l'f\'olll lit' ~hall 

Ii dl'll'l"InilH' Ihal th"J'l' j" a dl'/ieil'llI'y with resp<,l'1 to thl' payu1l'nt of 111Iy tilX 

7 (hit' IIIHII'I" tili" ill'l, hi' silall as~l'SS or rl'a"SI'SS Ihe a<lIliliollal tilXl':';, pl'naIti,',,; 

H aud illll'l"l');1 Ihll' till' :-il:lll', g-i\'l' uotice of such n~"(,""lm'nt 01' l'l-a~sl',,;~ulI'ut 

!I 10 Iill' I:nq,ayl'r, aIHI makl' dl'llI:l1ld upon him fo\' payment. T]H:'\'c iill:llI be 

11 ill tltl' mil' of' 0111' pl'r 1'l'lIlmll (1~;) for ('nch lllouth or t'n\('lionllll'n'ot' to bl' 

I:! ,'ah'ulatl'd from tIll' datI' Ihl' lilX was o\'ig-inally Ihl(' 1\I111 pa~'llhll' unlil Ihe 

I:l datI' of al'lual payllll'lI1. II' thl' l'aihll'l' to 11I1~' 11JIy sudl tax whl'n cine i" I'X-

Hi 1'1'11111111 (I:;'; ) pI'\' mOllth.
 

17 (II) 1':xl'l'pl ill tltl' ,'a"l' oj" a willful, fills\' O\' f'\'illlllulI'lIt retu\'n with ill-


IH Il'lIt 10 I'\'adl' tIll' lax, Ihl' amoullt of lax lh1l' l1lull'\' any rl'turn duly 1111\(11,
 

I!J IIlldl'l' Ihi" ad shall 1", tillally dl'tl'\'llIilll'll by Ihl' l'Ollllllil'siolll'I' wit.llin Hn'
 

1 II. TIll' :11'1 01' whit'li this :11'1 is 1I111I'lIt!:llul"y :tllt! l"1IJ1p!t'lll('ntlll'y is 

~ 11ll1l'lllh·d by :Illtliug- a III'W "Pl'! iOIl, nlllllbl'\'l't!l!) ::!, to I'l'ntl :I"; follows: 

:~ 1!1 ::!, (II) AllY n~gTil'\'I't! taxpll)"l'l' umy, within tht'l'l' lllOllths IIl'tN lilly 

-! tll'l'il"iulI, unlt'r, HUlliug', 1\1'1'l':';l"lIl1'1I1 or 1I1'tioll of thl' l'Ollllllil'l'ioUl'r llllllll' I'll\' ­

J, • 

,­, 
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5 suant to the provisions of thi~ art, app('al th(,rl'from to till' Divi!lion of Tux 

6 Appeals, by filing a petition of apPNll with said division in thl' llUllUll'r and 

7 foml prescribed b~' the said division and on ~ivin~ lIl'l'urity, llppron'd by the 

8 commissioner, conditioued to pay the tax hen'tufore Il'vi,',I, if th,' sllme re­

9 mains unpaid, with int('rest and costs, 

10 (b) No such appem. shall stllY tIl(' colll'l'tion of nn~' tllX or th,' cnforce­

11 ment of the same by entry as a .iud~ment, unll'ss lIy or,I,-r of !llll'h ,livi!lion, 

12 and th£'n onl)' after seell rity a ppro""ll hy thl' commi88ion"r tH' lola ill llivision 

13 has been furnished to tIll' C0l\1l\1i88iollt'r. TIll' jlltl~ml'nt tH' onl,'1' of tht' Divi­

14 sion of Tax Appe~ls rt'8pe,·till~ llny matter nri8in~ undt'1' tht' pl'm'iNions of 

15 tllis suhtitle may b(' n'\·it'\\'l·,1 hy l't'l'tiorari in HII' SIIII1l' ml\llllt'r 118 oHll'r jud~-

16 ments of said division, 

1 12. This act shnll taktJ l,tft,et imllll'diatl'ly, llntl NimH llppl~· to tllXl'S duo 

:! Ilud payable in the )'t'a l' 01\(' thOUSllllll uilll' hunth'l'd IIUti forty-s"\'l'1l I1UlI 

3 thereafter, 
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STATEMEKT 

This bill incorporah'~ tl1l' ~l'\'l'rul l'llnngl'l'l ill tl1l' l'orpomtioll BUl'lilll'l'll'l Tl\x 

Act (1945) recommendI,d in tl1l' :51'l'oml Rl'port ot' tl1l' l 'mllllli~l'lioll on Stl\te 

Tax Policy. 

The bill also pro\'idl'~ for n .. Short Ruh' TlIbll''' whil'h Illlly Ill' u~I'd by I'M­

porations having totnl nl'lSl·tl'l of ll'l'll'l tlU1I1 Olll' hUlldn'd thoul'll\I\l1 dolhll'N 

($100,000.00), in liml of the dl'tllill'd form of tllX l'l'lurn 1I0W 1'I'l\uin·11. I1 iN 

l'stimated that soml' twenty-lin' t hnul'llllHI dOllll'~t ii' 1lI11I 1'00·t·i~1I t'Ol'po1'll1 itlll~ will 

be able to compute their tnx ou thi~ l'oll\"l'nil'1I1 hllsi~. 

The bill also contnin~ n nUlllbl'r of dUln~l'~ in tilt' l'llI'lltlralt· fl'lllll'hi~I' tllX IllW 

which a year's eX}ll'ril'nC'c ill it~ lIdminisll'Iltion lJ:1~ pro\'t'd 10 Ill' Ih'~iruhJt·. 

These administrative ell/lJIgl'S lIrc n·comn1t'ndl·d by tl1t' /)I'\IIII'tllIl'1I1 of 'J'llxlltion 

and Finance. 

I 
I 



., . F~ \~ ::;;:''::
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1mll:ll)l.!':· 

C0VenliJr Willi;!!;1 T. C~ltill t:Od.1y dgnl'u into 1m! A::sC'O!hly Ilil1_0' ._ ..._...._.. _0. 

. 'r I Lb' I' 1 ll' 1\ (' til r. u' n I' (:' r ( en t2510 \,'ld. ell ilJn('nds th(·. C("l1"l'nr.:t t i (In l:u,';l n(~:.:. :1;·: \c 'I (l' l~ U.· 

stoc:;; ('\·men;hip rcq\.ljLC':nC'nt:~.~ in tile Ci1:;C of investmcnt C()IllI,,:\Oic~;. 

liThe effect of such nn mncndmcnt)" the Covcrnol.' said, " pcrll:its 

. a corpor<ll:iun otl1en!isl: (lU:\lif~d, to obtni.n th(~ bc>ncfits. of the t\·:,~nty-fivc 

pcrccn:: alJor.:1ti('l!l prC1visicn although: it mtly hold ten pcrcc~nt or morc of the 

stock of. ,mother corporation. This tnC<lns thutsuch companies will pay taxes 

on the basis of twenty-fiv-=: percent of their net income and twenty-five' 

percent of their net \,IOrth instead of 100 percent <1S prE'viou~ly rcquin·d." 

At the same tim!:', the Govcroo~ stressed that "there \·,'ould be no 

revenue loss from cxir.:·:n? t.:lxpayers" under the provisions of this lcgir.lation. 

He said tha t a survey of ~hc 300 larges t corpora teO tax returns plus a randro 

survey of other CO:::-::»:)!';" t:C' t~x returns confiITlC.'d this. 

"Hhilc the:::-e i·.'i 11 be no anticipa ted loss of revenue to the Sta tc) II 

the Governor said) "the sisning of this hi.ll fohould stimulate more c('mr:mlc!; 

to loc.1tc in NCH Jcrs(~y to/ith resultant incrc-ased job opportuniLicG ,Ind nchkd 

revenues to the S tn te. 'I 

PrE~scnt at tht.? Gigning ,·:as Ru~:';ell l-1cFall) PrC!sidl'nt of the! 

Westcrn Union Tclcgr.:iph G:-;'ililany. HcFall's intC'r~st in the l.ceislation\.;as 

manifested by this \ln7'.C'~.:nccmcnt that \~cstcrn UnicHl '\01111 be the fiJ'~ cor.lp,my 

to take advantage of the legislotion by relocating in New Jersey. 

1110 Covl'mor oC!id th:lt CIt) Sl'p.t:c~mber 1st, l~("~stcrn Union, .1 corpor.:Jtic.'1'l 

tl"lt: Q\W1i[il':; 1II111ul' t:lw nl~'.ol h'gi::lati.on t ,o/Hl11l(lvC frolll tkH l(ll'!: City tel 
~;. 

TIl(' CU\,t'l"11ll1' "Wi'll' on to sny thnt LIds \o/lluJd not IH~ till' (lilly 

!"·:dl;:'IHI,., .1·iO" '.. , •. ·.,!,I.I/.:I. '1"1'1' '''/'' \'ll,'l I t 1 I I' . I' 
• . '.4.", ".t. I I)" .~I·:I·,I.·!I:·'\·\· I~l\ .1'1::.,1:1" " Itl',I.. 

. ....'.... .....::" 
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ASSEMBLY, No. 3339 

• 
STATE OF NEW JERSEY 

.... .... • 

INTRODUCED APRIL 21, 1975 

By Assemblyman PERSKIE 

Referred to Committee on Taxation 

AN ACT to amend the "Financial Business Tax Law (1946)," 

approved April 26, 1946 (P. L. 1946, c. 174) and to amend and 

supplement the "Corporation Business Tax Act (1945)," ap­

proved April 13, 1945 (P. L. 1945, c. 162) and repealing sections 

7, 20 and 21 of P. L. 1946, c. 174. 

1 BE IT ENACTED by the Senate and General .Assembly of the State 

2 of New Jersey: 

1 1. Section 2 of P. L. 1946, c. 174 (C. 54:10B:"'2) is amended to
 

2 read as follows:
 

3 2. Definitions. For the purposes of this act, unless the context
 

4 otherwise requires:
 

5 (a) "Director" shall mean the Director of the Division of Tax­


6 ation of the State Department of the Treasury.·
 

7 (b) "Financial business" shall mean all business enterf~e
 

8 except those organized or operating in a corporate· capacity whiC1i'"
 

9 IS (1) in substantial competition with the business of national
 

10 banks and which (2) employs moneyed capital with the object of 

11 making profit by its use as money, through discounting and negotiat­

12 ing promissory notes, drafts, bills of exchange and other evidences 

13 of debt; buying and selling exchange j making of or dealing in 

14 secured or unsecured loans and discounts; dealing in securities and 

15 shares of corporate stock by purchasing and selling such securities 

16 and stock without recourse, solely upon the order and for the 

17 account of customers; or investing and reinvesting in marketable 

18 obligations evidencing indebtedness of any person, copartnership, 

19 association or corporation in the form of bonds, notes or debentures 

20 commonly known as investment securities j or dealing in or under­

21 writing obligations of the United States, any State or any political 

22 subdivision thereof, or of a corporate instrumentality of any of 
EXPLANATION-Matter enclosed in bold.faced brackets [thua] in the above bill 

i. not enacted and i. intended 10 " omitted in the Jaw. 
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23 them. This shall include, without limitation of the foregoing busi­

24 ness commonly known as industrial banks, dealers in commercial 

25 paper and acceptances, sales finance, personal finance, small loan 

26 and mortgage financing businesses, as well as any other enterprise 

27 employing moneyed capital coming into competition with the busi­

28 ness of national banks; provided, that the holding of bonds, notes, 

29 or other evidencse of indebtedness by individual persons not em­

30 ployed or engaged in the banking or investment business and rep­

31 resenting merely personal investments not made in competition 

32 with the business of national banks, shall not be deemed financial 

33-34 business. Nor shall "financial business" include national banks, 

35 production credit associations organized under the Farm Credit 

36 Act of 1933, stock and mutual insurance companies duly autho­

37 rized to transact business in this State, security brokers or dealers 

38 or investment companies or bankers not employing moneyed capital 

39 coming into competition with the business of national banks, real 

40 estate investment trusts, or any of the following entities organized 

~nder the laws of this State: credit unions, savings banks, savings 

42 and loan and building and loan associations, pawnbrokers, and 

43 State banks and trust companies. 

44 (c) "Net worth" shall mean: 

45. [(1) In the case of a corporation-the aggregate of the values 

46 disclosed by the books of the corporation for (1) issued and out­

47 standing capital stock, (2) paid-in or capital surplus, (3) earned 

48 surplus and undivided profits, (4) surplus reserves which can 

49 reasonably be expected to accrue to holders or owners of equita­

50 bIe shares, excluding reasonable valuation reserves and (5) the 

51 amo~t of all indebtedness owing directly or indirectly to holders 

52 of 10% or more of the aggregate outstanding shares of the tax­

53 payer's capital stock of an classes, as of the close of a tax year.] 

54 [(2)] In the case of a partnership, individual proprietorship, 

55 joint venture or any other unincorporated association-the aggre­

56 gate of the values disclosed by the books of the taxpayer for capital 

57 and undivided profits; provided, that there shall be no deduction 

58 from assets of debts owing to partners, proprietors or members, 

59 as of the close of a tax year. 

60 (d) "Tax year" shall mean the calendar year with respect to 

61 which a tax is measured pursuant to this act. 

62 (e) "Taxpayer" shall mean any person, ~artnership[,] or as­

63 sociation [or corporation] subject to taxation under this act. 

1 2. Section 3 of P. L. 1946, c. 174 (C. 54:10B-3) is amended to 

2 read as follows: 
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3 3. There is hereby imposed upon every person, copartnership[,] 

4 and association [and corporation] doing a financial business in 

5 this State, an annual excise tax, payahle in the year 1970 and in 

(j each year thereafter, at the rate of 1-Y2 % upon its llet worth, less 

7 the deductions hereinafter allowed, as of the close of the preceding 
~ . 

8 calendar year, but ill. no event less than $25.00. Such tax shall also 

9 be in lieu of any State franchise tax or of any State or local taxation 

10 of, upon or measured by personal property entering into the de­

II termination of net worth. 

1 3. Section 4 of P. L. 1946, c. 174 (C. 54:10B-4) is amended to 

2 read as follows: 

3 4. A person, partnersmp[,] or association [or corporation] 

4 shall not be deemed to be doing financial business, by re'aso'll of (1) 

5 the maintenance of cash balances with banks or trust companies 

6 in this State, or (2) the ownership of shares of stock or securities 

7 in this State if such shares or securiti'es are pledged as collateral 

8 security, or deposited with Ollie or mOTe banks or trust companies, 

9 or brokers who are members of a recognized security exchange, 

10 in safe-keeping or custody accounts, or kept in safe deposit boxes, 

11 or (3) the taking of any action by any such bank or trust company 

12 or brolmr, which is incidental to the rende'ring of safe-keeping or 

13 custodian service. 

1 4. Bection 8 of P. L. 1946, c. 174 (C. 54:10B-8) is amended to 

2 read as follows: 

3 8. A taxpayer doing business in more than one state [directly or 

4 through a wholly-owned subsidiary having capital stock wi~a 
, .....". 

5 par value or stated value of $5,000.00 or less] shall allocate tIle 

6 value of its net worth (after allowable deductions) within this 

7 State, which allocated value shall be the measure of its tax pursuant 

8 to this act, according to the proportion of its gross business in this 

9 State to its gross business eve,rywhe:re during the tax year, 

10 determined as the sum of: 

11 (a) Feles, commissions or other compensation for financial ser­

12 vices rendered within this State; 

18 (b) Gross profits from trading in stocks, bonds, or other securi­

14 tie,s managed within this State; 

15 (c) Interest and dividends received on loans, stocks, bond's and 

16 other securities manag'ed within this State; 

17 (d) Interest charged to customers, at places of business main­

18 tained within this State, for carrying debit balances of margin 

19 accounts, without deduction of any costs incurred in carrying 

20 such accounts j and 



4
 

21 (e).A:n.y other gross income resulting from the operation of
 

22 .financial business within this State;
 

23 divided by the aggregate amount of such items of the taxpayer
 

24 everywhere.
 

1 5. Section 12 of P. L. 1946, c. 174 (C. 54:10B-12) is amended to 

2 read as follows: 

3 12. No taxpayer shall dissolve, liquidate or distribute any assets 

4 in dissolution or liquidation[, nor shall any foreign corporation 

5 withdraw from the State,] without having first duly filed its return 

6 unde'r this act and paid or secured the tax, inteflest and penalties 

7 due thereon for the preceding tax year and for the yea,r in which 

8 such dissolution[,] or liquidation [or withdrawal] occurs, as well 

9 as all delinquent taxes, interest, and penalties then due. For the 

10 purpose of determining the tax due with respect to the year in 

11 which dissolution[,] or liquidation [or withdrawal] occurs, the tax 

12 year shall be deemed to have closed on the last day of the month 

13 in which the taxpayer ceases to do business in this State; and the 

~~mount of tax due hereunder shall be such proportion of the tax 

15 for a full tax year as the number of months in the ta..'{ year so 

16 determined is to 12; provided, that in no event shall the last day 

17 of doiJng business be deemed to have occurred more than 30 days 

18 prior to the filing of a duly executed tax return and the payment 

19 of the tax due as shown the,rein for the tax year in which such 

20 dissolution[,] or liquidation[, or withdrawal] occurs. 

1 6. Section 17 of P. L. 19,46, c. 174 (C. 54:10B-17) is amended to 

2 read as follows: 

3 17. The director shall design a form of return and forms for such 

4 additional statements or schedules as he may requir,e to be filed 

5 therewith. Such forms shall provide for the se,tting forth of such 

6 facts as the director may deem necessary forr the proper enforce­

7 ment of this act. He shall cause a supply thereof to be printed and 

8 shall furnish appropriate blank forms to each taxpayer upon 

9 application or otherwis'e as he may deem necessary. Failure to 

10 receive a form shall not relieve any taxpayer from the obligation 

11 to file a return under the provisions of this act. Each such return 

12 shall be made upon the oath or affirmation [of the president, vice­

13 president, or secretary or treasurer of a corporation, or] of a 

14 partner or proprieto,r [in the case of other taxpayers,] and in the 
.... 

15 case of a taxpaye'r in liquidation or in the h'hnds of a receiver or 

16 trustee, shall be made on the oath or affirmation of the person 

17 responsible for the conduct of the affairs of such taxpayer. 
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1 7. Section 4 of P. L. 1945, c. 162 (C. 54:10A-4) is amended to 

2 read as follows: 

3 4. For the purposes of this act, unless the context requires a 

4 different meaning: 

(a)" Commissioner" shall mean the Director of the Division 

6 of Taxation OHM State Department of the Treasury. 

7 (b)" Allocation factor" shall mean the proportionate part of 

8 a taxpayer's net worth or entire net income used to determine a 

9 measure of its tax under this act. 

(c)' ,Corporation" shall mean any corporation, joint-stock com­

l! pany or association and any business conducted by a trustee or 

12 trustees wherein interest or ownership is evidenced by a certificate 

13 of interest or ownership or similar written instrument. 

14 (d) "Net worth" shall mean the aggregate of the values dis­

closed by the books of the corporation for (1) issued and outstand­

16 ing capital stock, (2) paid-in or capital surplus, (3) earned surplus 

17 and undivided profits, (4) surplus reserves which can reasonahly 

18 be expected to accrue to holders or owners of equitable shares, not 

19 including reasonable valuation reserves, such as reserves for de­

preciation or obsolescence or depletion, and (5) the amount of all 

21 indebtedness owing directly or indirectly to holders of 1'0% or more 

22 of the aggregate outstanding shares of the taxpayer's capital stock 

23 of all classes, as of the close of a calendar or fiscal year. The fore­

24 going aggregate of values shall be reduced by 50% of the amount 

disclosed by the books of the corporation for investment in the 

26 capital stock of one or more subsidiaries, which investment is de­

27 fined as ownership (1) of at least 80% of the total combined....~~ 
28 power of all classes of stock of the subsidiary entitled to vote and 

29 (2) of at least 80% of each class, if any, of nonvoting stock. In 

the case of investment in an entity organized under the laws of a 

31 foreign country, the foregoing requisite degree of ownership shall 

32 effect a like reduction of such investment from net worth of the 

33 taxpayer, if the foreign entity is considered a corporation for any 

34 purpose under the United States Federal income tax laws, such as 

(but not by way of sole examples) for the purpose of supplying 

36 deemed-paid foreign tax credits or for the purpose of status as a 

37 controlled foreign corporation. In calculating the net worth of a 

38 taxpayer entitled to reduction for investment in subsidiaries, the 

39 amount of liabilities of the taxpayer shall be reduced by such pro­

portion of the liabilities as corresponds to the ratio which the ex­

41 eluded portion of the subsidiary values bears to the total assets 

42 of the taxpayer. 
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43 If in the. opinion of the commissioner, the corporation's books 

44 do not disclose fair valuations the commissioner may make a rea­

45 sonable determination of the net worth which, in his opinion, would 

46 reflect the fair value of the assets, exclusive of subsidiary invest­

47 ments as defined aforesaid, carried on the books of the corporation, 

48 in accordance with sound accounting principles, and such determi­

49 . nation shall be used as net worth for the purpose of this act. 

50 . (e) "Indebtedness owing directly or indirectly" shall include, 

51 without limitation thereto, all indebtedness owing to any stock­

52 holder or shareholder and to members of his immediate family 

53 where a stockholder and members of his immediate family to­

54gether or in the aggregate own 10% or more of the aggregate 

. 55 outstanding shares of the taxpayer's capital stock of all classes. 

56 (f) "Investment company" shall mean any corporation whose 

57 business during the period covered by its report consisted, to the 

58 extent of at least 90% thereof of holding, investing and reinvesting 

59 in stocks, bonds, notes, mortgages, debentures, patents, patent 

6d'~hts and other securities for its own account, but this shall not 

61 include any corporation which: (1) is a merchant or a dealer of 

62 stocks, bonds and other securities, regularly engaged in buying' the 

63 same and selling the same to customers; or (2) had less than 90% 

64 of its average gross assets in New Jersey, at cost, invested in 

65 stocks, bonds, debentures, mortgages, notes, patents, patent rights 

66 or other securities or consisting of cash on deposit during the period 

67 covered by its report or (3) is a banking corporation or a financial 

68 business corporation as defined in the Corporation Business Tax 

69 Act. 

70 (g) "Regulated investment company" shall mean any corpora­

71 tion which for a period covered by its report, is registered and 

72 regulated under the Investment Company Act of 1940 (54 Stat. 

73 789), as amended. 

74-75 (h) "Taxpayer" shall mean any corporation required to report 

76 or to pay taxes, interest or penalties under this act. 

77 (i) "Fiscal year" shall mean an accounting period ending on 

78 any day other than the last day of December on the basis of which 

79 the taxpayer is required to report for Federal income tax purposes. 

80 (j) Except as herein provided, "privilege period" shall mean 

81 the calenda.r or fiscal accounting period for which a tax is payable 
-. 

82 under this act. -. 

83 (k) "Entire net income" shall mean total net income from all 

84 sources, whether within or without the United States, and shall 

85 include the gain derived from the employment of capital or labor, 



7
 

86 or from both combined, as well as profit gained through a sale or 

87 conversion of capital assets. For the purpose of this act, the 

88 amount of a taxpayer's entire net income shall be deemed prima 

89 facie to be equal in amount to the taxable income, before net op~ 

90 erating loss deduction and special deductions, which the taxpayer 

91 is required to '"'"report to the United States Treasury Department 

92 for the purpose of computing its Federal income tax; provided, 

93 however, that in the determination of such entire net income, 

94 (1) Entire net income shall exclude 100% of dividends which 

95 were included in computing such taxable income for Federal income 

96 tax purposes, paid to the taxpayer by one or more subsidiaries 

97 owned by the taxpayer to the extent of the 80ra or, more owner­

98 ship of investment described in subsection (d) of this section. ·With 

99 respect to other dividends, entire net income shall not exclude 50% 

100 of the total included in computing such taxable income for Federal 

101 income tax purposes; 

102 (2) Entire net income shall be determined without the exclusion, 

103 deduction or credit of: 

104 (A) the amount of any specific exemption or credit allowed in 

105 any law of the United States imposing any tax on or measured by 

106 the income of corporations; 

107 (B) any part of any income from dividends or interest on any 

108 kind of stock, securities or indebtedness, except as provided in 

109 subsection (k) (1) of this section; 

110 (0) taxes paid or accrued to the United States on or measured 

111 by profits or income, or the tax imposed by this act, or any,..tax 

112 paid or accrued with respect to subsidiary dividends excluded from 

113 entire net income as provided in subsection (k) (1) of this section; 

114 (D) net operating losses sustained during any year or period 

115 other than that covered by the report; 

116 (E) 90% of interest on indebtedness owing directly or indirectly 

117 to holders of 10% or more of the aggregate outstanding shares of 

118 the taxpayer's capital stock of all classes; except thatsuch interest 

119 may, in any event, be deducted 

120 (i) up to an amount not exceeding $1,000.00, 

121 (ii) in full to the extent that it relates to bonds or other 

122 evidences of indebtedness issued, with stock, pursuant to a 

123 bona fide plan of reorganization, to persons, who, prior to 

124 such reorganization, were bona fide creditors of the corpora.. 

125 tion or its predecessors, but were not stockholders or share­

126 holders thereof; 

127 (3) The commissioner may, whenever necessary to properly 
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128 reflect the entire net income of any taxpayer, determine the year or 

129 period in which any item of income or deduction shall be included, 

130 without being limited to the method of accounting employed by 

131 the taxpayer. 

132 (1) "Real estate investment trust" s'hall mean any unincor­

133 porated trust or unincorporated association qualifying and electing 

134 to be taxed as a real estate investment trust under Federal law. 

135 (m) IIFinancial business corporation" shall mean any corporate 

136 enterprise which is (1) in substantial competition with the bu,siness 

137 of national banks and which (2) employs moneyed capital with the 

138 object of making profit by its use as money, through discounting and 

139 negotiating promissory notes, drafts, bills of exchange and other 

·140 evidences of debt; buying and selling exchange; making of or deal­

141 ing in secured or unsecured loans and dscounts; dealing in securities 

142 and shares of corporate stock by purchasing and selling such secu­

143 rities and stock withottt recourse, solely upon the order and for the 

144 account of customers; Or investing and reinvesting in marketable 

145.Al1ligations evidencing indebtedness of any person, copartnership, 

146 association Or corporation in the form of bonds, notes or debentures 

147 commonly known as investment securities; Or dealing in or under­

148 writing obligations of the United States, any State or any political 

149 subdivision thereof, or of a corpomte instrumentality of any of 

150 them.. This shall include, without limitation of the foregoing busi­

151 ness commonly known as industrial banks, dealers in commercial 

152 paper and acceptances, sales finance, personal finance, small loan 

153 and mortgage financing businesses, as well as any other enterprise 

154 employing moneyed capital coming into competition with the busi­

155 ness of na·tional banks; pro't'ided, that the holding of bonds, notes, 

156 or other evidences of indebtedness by individual persons not em­

157 played or engaged in the banking or investment business and rep­

158 resenting merely personal investments not made in competition 

159 with the business of national banks, shall not be deemed financial 

160 business. Nor shall II financial business" include national banks, 

161 production credit associations organized under the Farm Credit 

162 Act of 1933, stock and mutual insurance companies duly autho­

163 rized to transact bttsiness in this State, security brokers or dealers 

164 or investment companies or bankers not employing moneyed capital 

165 coming into competition with the business of national banks, real 

166 estate investment trusts, or any of the following entities organized 

167 under the laws of this State: credit unions, savings banks, savings 

168 and loan and building and loan associations, pawnbrokers, and 

169 State banks OInd trust companies. 
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1 8. (New section) The aggregate amount of tax, penalty and 

2 interest payable by financial business corporations pursuant to this 

3 act shall upon payment be distributable among the State, the 

4 various taxing districts and counties in which taxpayers hereunder 

have maintained places of business at any time during the tax year. 

6 On or before November 1 in each year the director shall determine 

7 from receipts allocations contained in tax returns filed subsequent 

8 to June 30 of the pr~vious calendar year and prior to July 1 of the 

9 current year the aggregate amount of tax, penalty and /interest 

attributable to places of business located in each of the various 

11 taxing districts of this State during the tax year. The tax, penalty 

12 and interest collected by the director shall be apportioned one-half 

13 to the State, one-quarter to such county and one-quarter to the 

14 taxing districts in which the financial business corporation has an 

office or offices. Each county shall be entitled to receive out 'of the 

16 one-quarter allocated to the counties that proportion thereof which 

17 the receipts at all offices of such financial business corporations in 

18 such county during the taxpayers' fiscal or calendar year accounting 

19 period bear to the total receipts of all offices of such financial 

business corporations in this State during the taxpayers' fiscal or 

21 calendar year accounting period. Each taxing district is entitled 

22 to that proportion of one-quarter of the tax collected by the 

23 director as ilie receipts at all offices of such financial business 

24 corporations in such district during the taxpayers' fiscal or calendar 

year accounting period bear to the total receipts of all offices of 

26 such financial business corporations in such county during the}~­

27 payers' fiscal or calendar year accounting period. The director 

28 shall forthwith certify such apportionment to the State Treasurer 

29 who shall upon proper audit transmit to each county treasurer 

a certificate showing the amounts allocated to the taxing district 

31 therein and shall on or before November 10 of the year in which 

32 the taxes are payable draw and transmit his warrant upon the 

3-3 State Treasurer in favor of the several county treasurers for the 

34 amounts allotted to their several counties. Each county treasurer 

shall forthwith and not later than December 15 pay to the collector 

36 or other proper officer of each taxing district the amount allotted 

37 thereto deducting, however, the amount due for county taxes from 

38 the taxing district. The amount thus paid to the county and taxing 

39 district shall be at the disposal of the proper authorities for public 

purposes. 

1 9. (New section) None of the taxes, penalties and interest col­

2 lected from financial business corporations pursuant to this act 
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3 shall be distributable to municipalities pursuant to P. L. 1966, c. 135 

4 as amended and supplemented (C. 54:11D-1 et seq.). 

1 10. (New section) During each of the years 1976, 1977 and 1978, 

2 each financial business corporation shall pay as taxes under the 

·3	 provisions of the act to which this act is a supplement, the greater 

4 of a sum equal to the amount such financial business corpora­

5 tion paid pursuant to the II Financial Business Tax Law' , P. L. 1946, 

6 c. 174 (C. 54:10B-1, et seq.) in the calendar year 1975, or a sum 

7 equal to the total of the taxes payable by such financial business 

8 corporation pursuant to the." Corporation Business Tax Act," 

9 P. L. 1945, c. 162 (C. 54:10A-1et seq.). 

1 11. Sections 7 (C. 54 :10B-7), 20 (C. 54:10B-20) and 

2 21 (C. 54:10B-21) of P. L. 1946, c. 174 are repealed. 

.1	 12. This act shall take effect immediately "'but shall remain 

2 inoperative until Assembly Bill No. 1915 now pending before the 

3 . Legislature is enacted and becomes operative'" and shall be appli­

4 cable to all fiscal and calendar accounting periods ending after 

"'l'5"'4'Decemoor 31, 1974. 

... 



10 

3 shall be distributable to municipalities pursuant to P. L. 1966, c. 135 

4 as amended and supplemented (C. 54:11D-1 et seq.). 

1 10. (New section) During each of the years 1976, 1977 and 1978, 

2 each financial business corporation shall pay as taxes under the 

3 provisions of the act to which this act is a supplement, the greater 

4 of a sum equal to the amount such financial business corpora­

5 tron paid pursuant to the" Financial Business Tax Law' , P. L. 1946, 

6 c. 174 (C. 54:10B-1, et seq.) in the calendar year 1975, or a sum 

7 equal to the total of the taxes payable by such financial business 

8 corporation pursuant to the "Corporation Business Tax Act," 

9 P. L. 1945, c. 162 (C. 54:10A-1 et seq.). 

1 11. Sections 7 (C. 54:10B-7), 20 (C. 54:10B-20) and 

2 21 (C. 54:10B-21) of P. L. 1946, c. 174 are repealed. 

1 12. This act shall take effect immediately and shall be applicable 

2 to all fiscal and calendar accounting periods ending after Decem­

3 bel' 31, 1974. 

STATEMENT 

This bill is presented as part of the business tax reform package 

of the Assembly Taxation Committee. It replaces an unfair tax 

with a fairer one, and does not cost the State any revenue. 

... 



ASSEMBLY TAXATION COMMITTEE 

STATEMENT TO 

ASSEMBL Y, No. 3339 
• 

STATE OF NEW JERSEY
 
• 

DATED: APRIIl 28, 1975 

This bill proposes to bring corporations now taxed under the 

Financial Business Tax Act under the provisions of the Corporation 

Franchise Tax Act. It is in keeping with the action of the committee 

in relea.sing Assembly Bill No. 1915 (OCR) favorably which brings 

Banking Corpofaitions under the Corporation Franchise Tax Act, but 

rema.ins inoperative until Assembly Bill No. 1915 is enacted. 

Provision is made in the bill for the apportionment of receipts under 

this act among the counties and municipalities in the same account and 

same proportion as is presently made under the Financial Business Tax 

Act. 

Furthermore, a "save harmless" provision is incorporated in the bill 

to insure that the revenues under this bill are equal to or greater than 

those due in 1975 under the Financial Business Tax Act. 

The committee believes this to he a bill which should be acted upon 

favorably by the Legislature as a further step in restructuring business 

taxes in the State. 
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E"ven \vitll thc:~c restorations, r'J2~'] Je.rsey rcn1ains the most tight-fisted 

state in the nation. 'vc \vill spend in this fiscal year about $75 million 

less than we spent last year, despite the toll of continuing inflation which falls 

as heavily on government as it does on household budgets. And this Administration 

will continue its effort to cut corners and realize further economies wherever 

possible to make stretch every tax dollar as far as it will go. 

The new taxes included in this revenue package are far less regressive 

than some of the taxes that the Legislature consi.dered and wisely rejected. 

For the most part, the burden falls most heavily on segments of the economy that 

are able to bear that additional burden. And one of them -- the capital gains or 

unearned income tax -- is truly progressive. 

Ne\7ertheless, I take no particular pride in signing these taxes Juto la"\..l. 

And I noticed that fe'\-J members of the Legislature exllibited much pr!~ in ­

enacting them. For t~is is strictly a stopgap revenue program and we must not 

lose sight of what it fails to do, as well as what it accomplishes. 

This re"7enue package does nothing to meet our commitment -- the Legislature's 

and mine -- to fund the new education fonnula under which the State is to" assume 

a greater portion of the costs of operating our public schools. The State Supreme 

Court has ordered that this be done and the Legislature has publicly declared 

its intention to deal with that commitment beginning on November 10. 
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And sC'JeLil of the bills I s:iZr..cc. Looay are, by design, temporary 

sourced of revenue. The funds they provide will, of necessity, have to be 

replac~J from some other source next year if tile programs they finance are to 

continue. These temporary measures, together with other fiscal facts of life, 

increase the already inevitable need for substantial new revenues next year. 

The Legislature has demons trated drarnatically in the pas t several 

months that there are no easy taxes -- nor should there be. The true test of 

a potential new tax or tax increase sholJld not be whether it will be easy to 

pass, but how equitably its burden will be distributed on those who will pay it. 

I am confident that the Legislature will work for true tax reform 

in addressing our UQ~et obligations in the months ahead. I will, as always, be 

ready to work with it in a pursuit of that goal. 

" 
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