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ASSEMBLY, No. 395

INTRODUCED MARCH 27, 1945
By Mr. W. H. JONES
Referred to Committee on Judiciary

~ Ax Act to provide for the imposition of a franchise tax upon certain corpora-
| tions and for the‘distribution of the proceeds thereof, repealing sections
54:13-1 thrt)ﬁgh 54:13-8 and chapter thirty-two-A of Title 54, of the
Revised Statutes, and making an appropriation for the administration of

such tax.

)"1 Be 1t ENACTED by the Senate and Gemeral Assembly of the State_ of New
b 2 Jersey:

1 1. This act shall be known as the Corporation Business Tax Act (1945).
1 2. Every domestic or foreign corporatton which is not hereinafter ‘eX-
2 empted shall pay an annual franchise tax for the year one thousand nine
‘ 3 hundred and forty-six and each year thereafter, as hereinafter provided, for
4 the privilege of having or exercising its corporate franchise in this State,
5 or for the privilege of doing business, employing or owning capital or prop-
| 6 erty, or maintaining an office, in this State. And such franchise tax shall
L7 be in lieu of all other State, county or local taxation upon or measured by
8 intangible personal property used in business by corporations liable to
‘:9 taxation under this aect.

1 3. The following corporations shall be exempt from the tax imposed by
2 this act:

3 (a) corporations subject to a tax under the provisions of article

' 4 two of chapter thirteen of Title 54 of the Revised Statutes, or to a tax as-

5 sessed npon the basis of gross receipts or insurance premiums collected ;
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6 (b) railway, canal or banking corporations, savings banks; g
7 (¢) cemetery corporations not conducted for pecuniary profit of any f
8 | private shareholder or individual; ‘
9 (d) non-profit corporations, associations or organizations estab- :
10 lished, organized or chartered, without capital stock, under the provisions

- 11 of Titles 15, 16 or 17 of the Revised Statutes, or under a special charter
12 or under any similar general or special law of this or any other State,
13 and not conducted for pecuniary profit of any private shareholder or

14 individual;

15 (e) corporations subject to a tax under the provisions of chapter
16 four of the laws of one thousand nine hundred and forty, or chapter five
17 of the laws of one thousand nine hundred and forty, or any statute or
18 wa imposiﬁg a similar tax or taxes.
’,«‘;1 4. For the purposes of this act, unless the context requires a different
2 meaning:
3 ¢‘Commissioner’’ shall mean the director of the division of taxation of

4 the State Department of Taxation and Finance.

5 “ Allocation factor’’ shall mean the proportionate part of a taxpayer’s
6 net worth used to determine a measure of its tax under this act.

7 “Corporation’’ shall mean any corporation, joint-stock company or
8 association and any business conducted by a trustee or trustees wherein
9 interest or ownership is evidenced by a certificate of interest or ownership
10 or similar Writteniinstrument. o
11 “‘Net worth’ shall mean the fair market value of a taxpayer’s total “
12 assets less liabilities (in the determination of which the commissioner may

13 consider book value, earnings value and the aggregate market value of a

14 corporation’s capital stock) plus the amount of all indebtedness owing di-

15 recfly or indirectly to holders of ten per centum (10%) or more of the

16 aggregate fair market value of the taxpayer’s capital stock, as of the close

17 of a calendar or fiscal year. ] '
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18 “Taxpayer’’ shall mean any corporation required to report or to pay
19 taxes, interest or penalties under this act.

20 “Fiscal year’’ shall mean an accounting period ending on the last day
21 of any month other than December.

22 “Privilege year’’ shall mean the calendar year in and for which a tax

23 is payable under this act.

1 5. The franchise tax to be annually assessed to and paid by each tax-

2 payer shall be measured by the greater of:

3 (a) that portion of its entire net worth as may be allocable to this
4 State as provided in section six; or

5 (b) that proportion of its entire net worth as the average value of
6 its assets in this State during the period covered by its report is to the
7 average value of its assets everywhere during such period (for the pur-

8 pose of Which there shall be included as within this State all intangi-

9 ble persoilal property of domestie corporations, and such intangible per-
10 sonal property of other eorpora‘tions as would have a business situs
11 - within this State for the purpose of a property tax)

12 at the rate of 8/10 of a mill on the first one hundred million dollars
13 ($100,000,000.00) of allocated net worth; 4/10 of a mill on the second one
14 hundred million dollars ($100,000,000.00); 3/10 of a mill on the third one
15 hundred million dollars ($100,000,000.00); and 2/10 of a mill on all amounts
16 of allocated net worth in excess of three hundred million dollars ($300,000,-

17 000.00); but not less than twenty-five dollars ($25.00) in the case of domes-

18 tic corporations, or fifty dollars ($50.00) in the case of foreign corporations.

1 6. In the case of a taxpayer which maintains a regular place of business
2 outside this State other than a statutory office, the portion of its entire net
3 worth to be used as a measure of the tax imposed by section five (a) of this
4 act'shall be determined by multiplying such entire net worth by an alloca-
5 tion factor which shall be the average of the fractions computed in (A),
6 (B) and (C) below, or of so many of them as may be applicable, that is:
7 (A) The average value of the taxpayer S real and tanglble personal

8 property W1thm the State dunng the perlod covered by its report divided
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9 by the average value of all the taxpayer’s real and tangible personal prop-
10 erty wherever situated during such period; |
11 (B) The receipts of the taxpayer, computéd on the cash or accrual
12 basis according to the method of accounting used in the computation of its

13 net income for Federal tax purposes, arising during such period from

14 (1) sales of its tangible personal property located within the State
15 at the time of the receipt of or appropriation to the orders,

16 (2) sales ofv any such property not located at the time of the receipt
17 of or appropriation to the orders at any permanent or continuous place

18 of business maintained by the taxpayer without the State, where the

19 orders were received or accepted within the State,
- 20 (3) services performed within the State,
21 (4) rentals from property situated, and royalties from the use of

22 patents or copyrights, within the State,
23 (5) all other business receipts earned within the State,
24 divided by the total amount of the taxpayer’s receipts, similarly computed,
25 arising during such period from all sales of its tangible personal property,
26v services, rentals, royalties and all other business receipts, whether within or
27 without the State;
28 (C) The total wages, salaries and other personal service compensation,
29 similarly computed, during such period of officers and employees within the
30 State divided by the total wages, salaries and other personal service com-
31 pensation, similarly computed, during such period of all the | taxpayer’s
32 officers and employees within and without the State; provided, that the
"33 amount of compensation in .excess of twenty;ﬁve thousand dollars
34 ($25,000.00) per annum of any individual officer or employee shall be
36 excluded from both the numerator and the denominator of such fraction.
1 7. As used in section six (C), compensation of officers and employees
2 within this State shall include the entire amount of wages, salariés and
3 other personal service compensation for services performed within or both

4 within and without this State if::

5 (a) The service is performed entirely within this State; or
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(b) The service is performed both within and without this State,
but the service performed without this State is incidental to the
individual’s service within the State, for example, is tfemporary or
transitory in nature or comnsists of isolated transactions;
(c) The service is not performed entirely in any State but some of
the service is performed in this State, and (1) the base of operation,

or, if there is no base of operations, then the place from which such

‘service is directed or controlled, is in this State; or (2) the base of

operations or place from which, such service is directed or controlied is
not in any State in which some part of the service is performed, but the
individual’s residence is in this State;

(d) Contributions are not required and paid with respect to such
services under an unemployment compensation law of any other State.

8. If it shall appear to the commissioner that én allocation factor de-

termined pursuant to section six does not properly reflect the activity, busi-
ness, receipts or capital of a taxpayer reasonably attributable to the State,

he may adjust it by:

(a) excluding one or more of the factors therein;

(b) including one or more other factors, such as expenses, pur-
chases, contract values (minus subcontract values);

(¢) excluding one or more assets in computing entire net worth; or

(d) applying any other similar or different method ecalculated to
effect a fair and proper allocation according to the receipts, activity,
business and capital reasonably attributable to the State.

The commissioner shall from time to time publish his rulings with respect

13 to any application of the provisions of this section. Nothing herein shall

14 be construed to require or permit the commissioner to adjust an allocation

15 factor determined pursuant to section five (b).

1

9. Any taxpayer which holds capital stock of a subsidiary during all or

2 part of any year may, for the purposes of the tax imposed by this act, de-

3 duct from its net worth such proportion, not exceeding‘ fifty per centum
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4 (50%), of the average value of such holdings less net liabilities (if any) to
5 subsidiaries, as the ratio of the subsidiary’s taxable net worth, for the same
6 year under this act, to its entire net worth; provided, however, that if the
7 éubsidiary is subject to a franchise tax measured by gross receipts under any
8 other law of this State, such deductible portion of such holdings shall be
9 determined as the ratio of the subsidiary’s business within the State to its
10 business everywhere during its next preceding taxable year under such law,
11 but shall not exceed seventy-five per centum (75% )A’ of the average value of
12 such holdings. For the purpose of this section, a\subsidiary shall be deemed
13 to be any corporation in Whidh a taxpayer is the beneficial owner of at least
14 eighty per centum (80%) of the total combined voting power of all classes of
15 stock entitled to vote and of at least eighty per centum (80%) of the total
16 number of shares of all other classes of stock except nonvoting stock which
17 is limited and preferred as to dividends.
1 10. Whenever it shall appear to the commissioner that‘ any taxpayer
2 maintains a place of business outside this State, or that any agreement,
3 understanding or ar'rangement exists betWeen a taxpayer and any other cor-
4 poration or any person or firm, for the purpose of evading tax under this act,
5 or whereby the activity, business, receipts or net worth of .the taxpayer is
6 improperly or inaccurately reflected, the commissioner is authorized and em-
7 powered in his discretion and in such manner as he may determine, to
8 adjust items of gross receipts, tangible property and payrolls within and with-
9 out the State and the allocation of net worth, or to make such other adjust-
10 ments in any tax report or tax returﬁs as may be necessary. The commis-
11 sioner may require any person or corporation to submit such informatidn
12 under oath, or to permit such examination of its books, papers and documents,
13 as may be necessary to enable him to determine the existence, nature or ex-
14 tent of an agreement, understanding or arrangement to which this section
15 relates, whether or not such Iderson or corporation is subject to the tax im-

16 posed by this act.
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1 11. Any receiver, referee, trustee, assignee or other fiduciary, or any

2 officer or agent appointed by any court, who conducts the business of any
3 taxpayer shall be subject to the fax imposed by this act in the same manner
‘4 and to the sarﬁe extent as if the business were conducted by the agents (;r
5 officers of such taxpayer. A dissolved taxpayer which continues to conduct
6 business in the process of liquidation shall also be subject to the tax imposeai
7 by this act.

1 12. No domestic corporation shall dissolve, liquidate or distribute any
2 assets to its stockholders, nor shall any other corporation withdraw from
3 the State in any privilege year without having first duly filed its return under
4 this act and paid or secured the tax, inferest and penalties due thereon for
5 the year in which such dissolution or withdrawal occurs as well as all de-
6 linquent taxes, interest, and penalties then due.

1 13. In the case ofﬂ any corporation which organizes or qualifies on or
2 after January first in any year no tax shall be payable with respect to such
3 year.

1 14. The commissioner may by general rule or by special notice require
2 any taxpayer to submit copies or pertinent extracts of its Federal inqome
.3 tax returns, or of any other fax return made to any agency of the Federal
4 Government, or of this or any other State, or of any statement or registra-
5 tion made pursuant to any State or Federal law pertaining to securities or
6 securities exchange regulation.

1 15. TFhe tax imposed by this act shall be due and payable with respect
2 to the calendar year one thousand nine hundred and forty-six, and each year
3 thereafter, measured by the taxpayer’s net worth as of the close of the cal-
4 endar year or of its fiscal year next preceding the privilege year, except
5 that in the case of a taxpayer whose fiscal year ends not later than July
6 first in the privilege year such measure shall be as of the close of such fiscal
7 year. For the purpose of this section eifery taxpayer shall use the same
8 calendar or fiscal year upon which it reports to the United States Treasﬁry

9 Department for Federal income tax purposes.
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1 16. The tax imposed by this act shall constitute a lien on all of the tax-
2 payer;s property and franchises on and after January first of the year in
'3 which it is due and payable, and all interest, penalties, and costs of collee-
"4 tion which thereafter fall due or accrue shall be added to and become a
5 part of such lien.

1 17. On or before the fifteenth day of Ap'ril, in the case of taxpayers
2 reporting OI; a calendar year basis, and on or before the fifteenth day of
3 January or the one hundréd fifth day following the close of a fiscal year,
4 whichever is later, in the case of taxpayers reporting on a fiscal year basis,
5 each taxpayer shall duly execute and file a tax ;r'eturn with the commis-
6 sioner, in such form and eonfaining such information as he may prescribe,
7 which return shall truly and accurately set forth its liability under this act;
8 and the full amount of the fax hereunder shall be due and payable to the
9 commissioner together with such return.

1 18. The commissioner shall design a form of return and forms for such
2 additional statements or schedules as he may require to be filed therewith.
3 Such forms shall provide for the setting forth of such facts as the commis-
4 sioner may deem necessary for the proper enforcement of this act. He shall
5 cause a supply thereof to be printed and shgll furnish appropriate blank
6 forms to each taxpayer upon application or otherwise as he may deem neces-
7 sary. Failure to receive a form shall mot relieve aﬁy taxpayer from the obli-
8 gation to file a return under the provisions of this act. Hach such return
9 shall be made upon the oath or affirmation of the president, vice-president,
10 or secretary or treasurer of the taxpayer, and in the case of a corporation
11 in liquidation or in the hands of a receiver or trustee, shall be made on the
12 oath or affirmation of the person responsible for the conduct of the affairs
13 of such corporation.

1 19. The commissioner may grant a reasonable extension of time for the
2 filing of returns or the payment of tax, or both, under such rules and regu-

3 lations as he shall preseribe, but no such extension shall be granted beyond

4 the first day of December of the privilege year. If the time for filing the
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5 return shall be extended, the payment of the tax shall be postponed to the
6 date fixed by the extension of the time for the filing of the return, but in
7 every such case the corporation shal’l pay, in addition to the tax, interest
8 thereon at the rate of six per centum (6%) per annum from the time when
9 the return originally was required to be filed to the time of payment under
10 the extension.
1 20. In addition to other remedies for the collection of the tax imposed
2 by this chapter, it shall be lawful for the Attorney-General either of his
| 3 own motion or upon the request of the commissioner, whenever any tax due
4 under this chapter shall have remained in arrears for a period of three
5 months after the tax shall have become payable, to apply to the Court of
6 Chancery, by petition in the name of the State, on five days’ notice to such
7 corporation, which notice may be served in such manner as the Chancellor
8 may direct, for an injunction to restrain such corporation from the exer-
9 cise of any franchise, or the transaction bf any business within this State
10 until the payment of such tax and penalties and interest due therebn, and
11 the costs of such application, to be fixed by the Chancellor; the said court is
12 hereby authorized to grant such injunction, if a proper case appear, and
13 upon the granting and service of such injunction it shall not be lawful for
14 such‘( company thereafter to exercise any franchise or transact any business
15 in this State until such injunction be dissolved.
1 21. In the event of failure or neglect of any taxpayer which is a foreign
2 corporation to pay the tax imposed by this chapter, on or before the first
3 day of December in each year, immediate notice thereof éhall be given by
4 the commissioner to the Secretary of State who shall immediately revoke
5 the certificate of authority of said corporation to do business in the State
6 of New Jersey and notice of such revocation shall be given by the Secretary
7 of State to the corporation affected and thereafter such corporation, so far
8 as the further transaction of business', in the State of New Jersey is con-
9 cerned, shall be in the same condition asif no certificate of authority

10 had ever been issued to it by the Secretary of State, but remedies provided
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11 by this chapter for the collection of the tax and interest and penalties shall
12 remain unimpaired. After the revocation of aﬁy such certificate of authority,
13 no new certificate shall be issued by the Secretary of State to such de-
14 faulting corporation until the payment of all asséssments imposed hereunder
15 and remaining unpaid with penalties and interest and any costs that may have
16 accrued, such payment to be evidenced by a certificate of the commissioner.
1 22. Any corporation of this State failing to pay the tax imposed by this
2 act shall be subject to the forfeiture of its charter as provided by chapfer
3 eleven of Title 54 of the Revised Statutes.

1 23. The administration, collection and enforcement of the tax imposed by
2 this act shall be subject to the provisions of the State tax uniform procedure
3 law as therein provided (chapters forty-eight fhrough fifty-two of' Title 54
4 of the Revised Statutes).

1 24, Out of the proceeds of the taxes, interest and penalties collected
2 pursuant to this act, there is hereby appropriated, for the purpose of main-
3 taining free public schools, the sum of four million dollars ($4,000,000.00) an-
4 nually, which sum shall on or before December twentieth in each year be
5 transferred by the State Treasurer to the State school tax account. Such ap-
6 propriation shall be applied toward reduction of the State school tax as pro-
7 vided by section 18:10-18 of the Revised Statutes, and shall be apportioned
8 and distributed in the same manner and for the same purposes as the pro-
9 ceeds of the State school tax.

1 25. If any clause, sentence, paragraph, section or part of this act shall
2 be adjudged by any court of competent jurisdiction to be invalid, such judg-
3 ment shall not afféct, impair or invalidate the remainder thereof, but shall be
4 confined in its operation to the clause, sentence, paragraph, section or part
5 thereof directly involved in the controversy in which such judgment shall
6 have been rendered.

1 26. There is hereby appropriated for the expense of administering this
2 act during the fiscal year ending June thirtieth, one thousand nine hundred
3 and forty-six, the sum of seventy-five thousand dollars ($75,000.00) in addi-

4 tion to such other sums as may have been appropriated for the division of

5 taxation. -
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1 27. Sections 54:13-1 through 54:13-8 and chapter thirty-two-A of Title
2 54 of the Revised Statutes are repealed; provided, however, that this
3 shall‘not affect the obligation of any corporation to pay accrued taxes or
4 interest, penalties or costs with respect thereto, nor to invalidate any assess-
5 ments or proceedings pending upon the effective date hereof.

1 28. The commissioner shall prescribe and issue such rules and regula-
2 tions, not inconsistent herewith, for the interpretation and application of the
3 provisions of this act, as he may deem necessary.

1 29. This act shall take effect January first, one thousand nine hundred
2 and forty-six, except that the commissioner may prior thereto take such action
3 as he may deem appropriate in anticipation or in preparation for the opera-
4 tion of the provisions hereof, and except further that the appropriation con-
5 tained herein for the reduction of the State school tax shall be first made for

6 the fiscal year beginning July first, one thousand nine hundred and forty-six.

STATEMENT
-

The purposes of this bill are:

(1) To establish a simple and defensible tax on corporate business in lien 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.

(2) 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 $6,000,000 and $7,000,000 annﬁally, beginning in 1946. |

(3) To provide a tax base which would relieve the burden of taxes on real
estate throughout the State. This is acéomplished by applying $4,000,000 of the
anticipated yield to reduce the State school tax on local property.

(4) To have due regard for the tremendous tax burdens of the present day
and for the competitive conditions that exist bétween New Jersey and its neigh-
Boring States, in taking this first step in State-wide corporate tax adjustment

since 1884.
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ASSEMBLY, No. 395

STATE OF NEW JERSEY

INTRODUCED MARCH 27, 1945
By Mr. W. I. JONES
Referred to Committee on Judiciary

Ax Act to provide for the imposition of a franchise tax upon certain corpora-
tions and for the 'Vdistri'bution of the proceeds thereof, repealing sections
54:13-1 through 54:13-8 and chapter thirty-two-A of Title 54, of the -
Revised Statutes, and making an appropriation for the administration of

such tax.

1 Be 17 ExACTED by the Senate and General Assembly of the State of‘Ne-w:
2 Jersey;-‘
1 1. This act shall be known as the Corporation Business Tax Aect (1945).
1 2. Every domestic or foreign cdrporation which is not hereinafter.e'x—‘
2 empted shall pay an annual franchise tax for the yeal" on.e thousand nine
3 hundred and fortj—six and each year thereafter, as hereinaftei provided, for |
4 the privilege of haﬁng or exercising its éorporate franchise, in this S‘tate,
5 or for ;che' privilege of doing bﬁsihess, erﬁploying or c;\vning capital or prop-
6 erty, or maiﬁtaining an office, in this State. And such franchise tax, sha'_ll | .
7 be in lieu of all other State, county or local taxation upon or measured by
8 intangible personal property used 1n business by corporations liable to
9 taxation under this act.
10 - A foreign corporation shall not be deemed to be doing bﬁsineés, employ-
11" ing or owning capital or properfj’ in the State, for the purposes of this ac.t_,,
12 by re.axsoh"of '(i) the mainteﬁance of cash balances with bankls or trust‘ com- .

13 panies in this State, or (2) the ownership of shares of stock or secul'itie‘s.in »
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shares or securities are pledged as collateral security, or

15 deposited with one or more banks or trust companies or brokers who are

16 members of a recognized security exchange, in satekeeping or custody ac-

17 counts, or (3) the taking of any action by any such bank or trust company

1S or broker, which is incidental to the rendering of safekeeping or custodian

19 service to such corporation.

1

3. The following corporations shall be exempt from the tax impoéed by

2 this act:

3

614

L |

16
17

18

B

4

5

(a) corpora“cions subj'ect to a tax under the.provisions of article
two of chapter thirteen of Title 54 of the Revised Statutes, or to a tax as-
sessed }ﬁ)()ﬂ the basis of gross receipts or insurance premiums collected;

(b) Vrailway, canal or banking corporations, savings banks, or build-
ing and loan or savings and loan associations; '

(¢) cemetery corporations not conducted for pecuniary profit 6f any
private ‘shareholder or individual;

. (d) non-profit corporations, associations or organizations estab-
lished, organized or chartered, without'capital stock, under the provisions
of Titles 15, 16 or 17 of the Revised Statutes, or under a special .charter
or undér any similar general or spécial law of this or any other State,
and not conducted for pecuniary profit of any private shareholder or
individual;

(e) corporations subject to a tax under the p1"ovisi0ns of chapter
four of the laws of one thousand nine hundred and fqrty, or chapter five
of the laws of one thousand nine hundred and forty, or any statute or

law imposing a similar tax or taxes.

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

meaning :

¢¢Commissioner’’ shall mean the director of the-division of taxation of

the State Départment of Taxation and Finance.

““Allocation factor’’ shall mean the proportionate part of a taxpayer’s

6 net Wdrth used to determine a measure of its tax under this aect.
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' ““‘Corporation’’ shall mean akn_v corporation, joint-stock company or
association and any business conducted by a trustee or trustees. wherein
interest or ownership is evidenced by a certificate of interest or ownership
or similar written instrument.

““Net worth’’ shall mean the aggregate of the values disclosed by the
books of the corporation for (1) issued and outstanding capital stock, (2)
paid-in or capital sux‘plus; (3) earned surplus and undivided profits, (4) sur-
pluls reserves which can reasonably be expected to acerue to holders or owners
of equitable shares, not including reasonable valuation rc;serves; such as re-.
serves for depreciation or obsolescence or depletion and (5) the amount of
all indebtedness owing directly or indirectly to holders of ten per centum
(109%) or more of the aggregate outstanding shares of the taxpayer’s capi-
tal stock of all classes, as of the close of a calendar ofﬁscal vear. However,
if in the opinion of the commissioner, the corporation’s bQOkS de not disclose
fair valuations the commissioner may require any additiona;l information
which may be necessary for a reasonable determination of the nét -‘worth ’
‘which, in his opinion, would reflect the fair value of the assets carried on the
b;)oks of tlie corporation, in accordance with sound a.ccounting principles,
an(i such determination shall be used as net \\"01'th for the purpose of ‘th-is act.

“‘Regulated investment company’’ shall mean any corporation which,_for\
the peri(;d .cox'e;'etl by its report, is registered and regulated under the .In-
vestment Cqmpany Act of 1940 (54 Stat. 789, as amended) and n'léets. ’the re-
q‘uireme’ﬁts of and is taxable under ‘‘Supplement Q’’ of the Internal }{e;.f-
cenue Code (53 Stat. 1, 98, as. amended). - -
“Taxpayer’ shall mean any corporation required to repoxit or to péy

i

taxes, interest or penalties under this act.

“Fiscal vear’’ shall mean an accounting period ending on the last day
of any month other than December.
‘‘Privilege year’’ shall mean the calendar year in and for which a tax

2

_1s.payable under this act.
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1 5. .The franchise tax to be annually assessed to and paid by each tax-

E 2 paver shall be measured by the greater of :
: 3 (a) that portion of its entire net worth as may be allocable to this
4 State as provided in section six;or
‘ d (b) that proportion of its entire net worth as the average value of
," 6 its assets in this State during the period covered by its report is to the _
7 average value of its assets everywhere during such period (for the pur-
8 pose of which there shall be ‘included as within this State all intangi-
: ; 9 ble pérspnal property of domestic cqrporations, and such intangible per-
E 10 sonal property of other corporations as would have a business situs
f 11 within this State for the purpose of a.property tax)
% 12 at the rate of 8/10 of a mill on ther first one hundred million dollars
§ 13 ($£100,000,000.00) of allocated net worth; 4/10 of a mill on the sécond one
14 hundred million dollars ($100,000,000.00); 3/10 of a mill on the third one
15 hundred millioxi dollars ($100,000,000.00) ; and 2/10 of 2'1 mill on all amounts
16 of allocated net worth in excess of three hundred million dollars ($300,000,-
17 000.00) ; but no.t less than twenty-five dollars ($25.00) in the case of domes-
18 tic corpox.'ations, or fifty dollars ( $50.00} in the case of foreign corporations.
‘ 19 . (¢) Provided, however. that the franchise tax fo be annually assessed
T 20 to and paid by any regulated investment company shall be measured by
§ 21 that proportion of its entire net worth, but not less than ten per centum
% 22 . '(IU%) thereof, as the average»aggrégate value of its capital stock of‘ all
g 23 classes held by residents of this State during the period covered by its
= 24 report bears to the average aggregate value of all its shares 6f stock
; 25 issued and outstanding during such period, at tile rates hereinabove set
t 26 forth; but in no Cz'ase less than one hundred (loilars ($100.00).
1 6 in'the case of a taxpayer which maivntains a regular place of business

2 outside this State other than a statutory office, the portion of its entire net
-3 worth to be used as a measure of the tax imposed by section five (a) of this
4 act shall be determined by multiplying such entire net worth by an alloca-

5 tion factor which shall be the average of the fractions computed in (A),
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(B) and (C) below, or of so many of them as may be applicable, that is:

(A) The average value of the taxpayer’s real and tangible personal
property within the State during the period covered by its report divided
by the average value of all the taxpaver’s real and tangible personal prop-
erty wherever situated during such period; .

(B) The receipts of the taxpaver, computed on the cash or accrual
basis according to the method of accounting used in the computation of its
net incdme for Federal tax purposes, arising during such period from

(1) sales of its tangible personal property located within the State
at the time of the receipt of or appropriation to the orders,

(2') sales of any such property not I(;cafcéd 'at the time of the receipt
of or appropriation to the orders at any permanent or continuous place
of business maintained by the taxpayer without the State, where the
orders were recgived or accepted within the State,

(3)‘ services performed within the State,

(4) rentals from property sitnated, and rqyalties from the use of

" patents or copyrights, within the State,
(5) all other business receipts earned within the Stgmte,
divided.by the total amount of the taxpayer’s receipts, similarly computed,
arisling during such period from all sales of its tangible personal property,
services, rentals, 1'oj'alties and all other business receipts, whether within or
without the State;

(C) The total wages, salaries and other personal service comlpensation,
similarly computed, dufing such period of officers and employees withiﬁ the
State divided by the total wages, salaries and other personal service com-
i)@llS:ltiOll, similarly compu_'tec , during such period of all the taxpayer’s

officers and employees within and withont the State.

In the case of a taxpaver which does not maintain a regular place of

business outside this State other than a statutory office, the allocation factor
shall be one hundred per centum (100%).

7. As used in section six (C), compensation of officers and employees

within this State shall ‘include the entire amount of wages, salaries and
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3 other personal service compensation for services performed within or both

4 within and \"'itliout this State 1if:

)

NI

g
10
11

12

16
17

18

1

(a) The service is performed entirely within this State; or

(b) The service is performed both within and without this State,
but the service performed without this State is incidental to the
individual’s service within the State, for example, is temporary or
transitory in nature or counsists of isolated transactions; | |

(¢) The service is not performed entirely in any State but some of
the service is performed in this State, and (1) the base of operation,
or, if there is no base of operations, fhen the place from which such
service is directed or controlled, is in this State; or (2) the base of

operations or place from which such service is directed or controlled is

not in any State in which some part of the service is performea, but the .

individual’s residence is in this State;

{d) Contributions are not requived and paid with‘respéct' to such

~ services under an unemployment compensation law of any other State.

8. If it shall appear to the commissioner that an allocation fastor de-

2 termined pursuant to section six does not properly reflect the activity, busi-

3 ness, receipts or capital of a taxpayer reasonably attributable to the State,

4 he mdy adjust it by:

5

6

i0

11
12

13 to any application of the’provisions of this section. Nothing herein shall

.(a) excluding one or more of the factors therein;
(b) including one or more other factors, such as expenses, pur-
chases, contract values (minus subcontract values);

(¢c) excluding one or more assets in computing entire net worth; or

(d) applying any other similar or different method calculated to -

effect a fair and proper allocation according to the receipts, a('}tivity,

3

business and capital reasonably attributable to,the State.

The commissioner shall from time to time publish his rulings with 1'espect '

14 be construed to require or permit the commissioner to adjust an aHocatiou

15 :factor, determined pursuant, to section five (b)A. :

2
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9. Any tﬁxpayer which bolds eapital stock of a subsidiary during all or
part of any year may, for the purposes of the tax imposed by this act, de-
duet from its net worth such proportion, not ‘exceeding fifty per centum
(509%), of the average value of such holdings less net liabilities (if any). to
subsidiaries, as the ratio of the subsidiary’s taxable net worth, for the same
year under this act, to its entire net worth; provided, howcver, that if the
subsidiary is subject to a franchise tax measured by gross receipts under any
other law of this State, such deductible portion of such holdings shall be
determined as the.ratio of the subsidiary’s business within the State to its
business everywhere during its next preceding taxable year under such law,
but shall liot exceed seventy-five per centum (75%) of the average value of
such holdings. For the purpose of this section, a subsidiary shall be deemed
to be any corporation in which a taxpayer is the beneficial owner of at least
eighty per centum (80%) of the total combined voting power of all classes of
stock entiﬂed te vote and of at least eighty‘per centum (80%) of the total
number of shares of all other classes of stock except nonvoting stock Which.
is limited and preferred as to dividends. |

10. Whenever it shall appear to the commissioner that any taxpayer
maintains a place of business outside this State, or that any agreement,
understaﬁding or arrangement exists between a taxpayer and any other cor-
p61'at1011 or any person or firm, for the purpose of evading tax under this act,
or whereby the activity, business, receipts or net worth ‘of the taxpayer is
improperly or vinaccurately reflected, the con.lmissioner is authorized and em-
powered in his discretion and in such manner as he may detefmine, to
adjust items of gross receipts, tangible property and payrdlls vs;ithin and with-
out thé State and the allocation of net {\'OL‘th, or to make such other adjust-

ments in any tax report or tax returns as may be necessary. The commis-

‘sioner may require any person or corporation to submit such information

under oath, or to permit such examination of its books, papers and documents,
as may be necessary to enable him to determine the existence, nature or ex-

tent of an agreement, understanding or arrangement to which this section
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relates, whether or not such person or corporation is subject to the tax im-

posed by this act.

11. Any recciver, referee, trustee, assignee or other fiduciary, or any
officer or agent appointed by any court, who conducts the business of any
taxpaver shall be subject to the tax imposed by this act in the same manner
and to the same extent as if the business were conducted by the agents or
officers of such taxpayer. A dissolved taxpayer which continues to conduct
business in the process of liguidation shall also be subject to the tax imposed
by this act.

12. No domestic corporation shall dissolve, liquidate or distribute any

assets in dissolution or liquidation to its stockholders, nor shall any other

corporation withdraw from the State in any privilege vear without having
first duly filed its return under this act and paid or secured the tax, interest
and penalties due thercon for the vear in which such dissolution or with-
drawal occurs as well as all delinquent taxes, interest, and pefmlties then due.
13. In the case of any corporation which organizes or qualifies on or
after January first in any year no tax shall be payable in such privilege.
14. The commissioner may by general rule or by special notice require
any taxpayer to submit copies or pertinent extracts of its -Fedéral income.
tax returns, or of any other tax return made to any agency-of t.he Federal
Gf;vernment, or of this or any other State, or of any statement or registra-
tion made pursuant to any State or Federal- law pertaining to securities or
securities exchange regulation. ‘ |
15. The tax imposed by this act shall be due and payable with respect

to the calendar year one thousand nine hundred and forty-six, and each year

thercafter, measured by thie taxpayer’s net worth as of the close of the cal-
r. i

endar yedr or of its fiscal year next preceding the privilege year, except

that in the case of ‘a taxpayer whose fiseal year ends not later than July

. p
i

first in the privilege year such measure shall be as of the close of such fiseal

year.. Ifor the purpose of this scction every taxpayver shall use the same

& calendar or fiscal year upon which it 'reports to the United States Treasﬁry

©

Department for Federal income tax purposes.
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16. The tax imposed by this' act shall constitute a lien on all of the tax-
payer’s property and franchise's on an‘d after January ﬁrst. of the year in
which it is due and payvable, and all interest, penalties, and costs of collec-
tion which thereafter fall due or accrue shall be added to and become a
part of such lien.

17. On or before the fifteenth day of April, in the case of taxpayers
reporting on a calendar year basis, and on or before the fifteenth day of
January or the fifteenth day of the fourth month following the close of a
fiscal year, whichever is later, in the case of taxpayers reporting on a fiscal
vear basis, each taxpaver shall duly execute andAﬁle;a tax return with the
commissioner, in such form and containing such information as he may pre-
seribe, which return shall truly and accurately set forth its liability under this
act; and the full amount of the tax hereunder shall be due and pa'y'abl_ev to the
commissioner together with such return.

18. The commissioner shall design a form of return and forms for such
additional statemnents or schedules as he may require to be filed therewith.
Such forms shail provide for the setting forth of such facts as the commis-
sioner may deem necessary for the proper enforecement of this act. e shall
cause a'supply thereof to be printed and shall.furnish appropriate blank
forms to each taxpaye'r upon application or otherwise as he méy déem neces-
sary. Failure to receive a form shall not relieve any taxpayer from the obli-
gation to 'file a return under the pr‘ovi:vsions of this act. Kach such return
shall be .made upon the oath or affirmation of the president, viece-president,
or secretary or treasurer of the taxpayer, and in the case of a corporation
in liquidation or in the hands of a receiver or trustee, shall be made on the
oath or affirmation of the person responsible for the conduct of the affairs
of such coi‘pdra’_cion.' |

19. The co'mmiss'ioner.may grant a reasonéble extensipn 6f time for the
filing of returns or the payment of tax, or both, under éuch rules a“nd regu-
lations as he shall prescribe, but no such extension shall be granted beyond

the first day of December of the privilege year. If the time for filing the
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10
return shall be extended, the payment of the tax shall be postponea to {he
date fixed by thé extensioﬁ of the time for the filing of the return, but iy
every such case the corporation shall pay, in addition to the tax, interest
thereon at the rate of six per centum (6% ) per annum from the time whey
the return originally was required to be filed to the time of payment under
the extension.

20. In addition to other remedies for the collection of the tax.imposcd
by this chapter, it shall be lawful for the Attorney-General either of his

own motion or upon the request of the commissioner, whenever any tax due

“under this chapter shall have remained in arrears for a period of three

months after the tax shall have become payable' to apply to the Court of
Chancem, by petition in the name of the State on five days’ notice to such
corporation, which notice may be served in such manuer as the CLanceHor
may direct, for an injunction to restrain such corporation from the exer-
cise of any franchise, or the transaction of any business Wlthm thls State

until the payment of such tax and penalties and interest due thereou, and

.the costs of suclt application, to be fixed by the Chaxicellor; the said court is

ilereby authorized to grant such injunction, if a proper case appear, and
ulljon the granting and service of such injunction it shall not be lawful for
such company thercafter to exercise any franéhise or transact anjr 1t.nisincss
in this‘ S;cate until such injunction be dissolved.

21. In the event of failure or neglect of any taxpayer which is a fowr"\.
c01pOIat10n to pay the taA imposed by this chapter, on or before the first
day of Decembel in each year, 1mmedlate notice the1eof‘ma} be given by
the commissioner to the Secretary of State who shall 1mmed1ate;ly 1"0.\'0!40
the certificate of authority of said corporation to_ do business in the State
.

of New Jersey and notice of such revocation shall be giizeﬁ by the Seereta

of State to the corporation affected and thereafter such corporation, so Tar

8 as the furt’iler transaction of busineSs in the State of New Je'rse)" is eon

g, cerned shall be m the same condition as1f no certlﬁcate of autnun ¥

10 had ever been issued to 1t, by the Secretary of State but remedles pwn bt
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by this chapter for the collection of the tax and interest and penalties shall

2 remain unimpaired. After the revocation of any such certificate of authority,

no new certificate shall be issued by the Secretary of State to such de-

faulting corporation until the payment of all assessments imposed hereunder

5 and remaining unpaid with penalties and interest and any costs that may have

acerued, such payment to be evidenced by a certificate of the commissioner.

22. Any corporation of this State failing to pay the tax imposed by this
act shall be subject to the forfeiture of its charter as provided by chapter
eleven of Title o4 oi the Revised Statutes. |

23. The  administration, collection and enforcement of the tax imposed by
this act shall be subject to the provisions of the State tax uniform procedure
law as therein provided (chapters forty-eight throiigh fifty-two of Title 54
of the Revised Statutes).

24. Out of the proceeds of the taxes, interest and penalties collected
pursuant to tilis act, ‘i,here is hereby apprepriated, for the purpose of main-

taining free public schools, the sum of four million dollars ($+,000,000.00) an-

-nually, which sum shall ou or before December twentieth in each year be

transferred by the State Treasurer to the State'school tax account. Such ap-
propriatiim shall be abpii_ed toward reduction of the State sch(;pl tax as pro-
vided by section 18:10-18 of the Revised Statutes, and shall be apportioiled '
and distributed in the same manner and for the sameé purposes as the pro-
ceeds of the State school tax.

25. If any clause, sentence, paragraph, section or part of this ‘act shall |
be adjudged by any court of competent jurisdiction to be invalid, such.judg-
ment shall not affect, impair or invalidate the remainder thereof, but shall be
confined in its operation to the clause, sentence, paragr:iph, section or part
thereof dire‘ctl}‘f involved in the controversy in which such judgment shall
have been renrdered.

26. There is hereby appropriated for i;he expense of ‘administering this

act du‘ring' the fiscal year ending June thirtieth, one thousand nine hundred

-and forty-six, the“sum of seventy-five thousand dollars ($75,000.00) in addi-
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4 tion to such other sums as may have been api)ropriated for the division of
5 taxation.

1 . 27. Sections 54:13-1 through 54 :13-8 and chapter thirty-two-A of Title

()

54 of the Revised Statutes are repealed; provided, however, that this
3 shall not affect the obligation of any corporation to pay accrued taxes or
4 interest, penalties or costs with respect thereto, nor to invalidate any assess-
5 ments or proceedings pending upon the effective date hereof, nor to affect the

6 legal authority to assess and collect taxes which may have been due and pay-

-

8 alties as would have acerued thereon, nnder any provisions of law herein re-

pealed; nor shall such repeal atfect the tenure or employment of any employ-

o)

10 ees heretofere appointed pursuant to any such repealed provision or section.

1 28. The commissicner shall prescribe and issue such rules and regula- .

2 tions, not inconsistent herewith, for the interpretatior and application of the

3 provisions of this act, as he may deem necessary.

1 29. This act shall take effect January first, one thousand nine hundred

2 and forty-six, except that the commissioner may prior thereto take such z‘l.ctiox;
3 aé be may deem appropriate in anticipation of or in preparation for the opera-
4 tion of the provisions hereof, and except further that the appropriation con-
5 tained h;arein for the reduction of the State écho,ol tax shall be first Iﬁade for

6 the fiscal yéar beginning July ﬁrs_t, one thousand nine hundred and forty-six.

3

able prior to the effective date hereof together with such interest and pen-'
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STATE OF NEW JERSEY

INTRODUCED MARCH 24, 1947
By Mr. DIXON
Referred to Committee on Taxation

Ax Act to amend and supplement ‘‘An act to provide for the imposition of a
franchise tax upon certain corporations and for the distribution of the
proceeds there‘of, repealing sections 54:13-1 through 54:13-8 and chapter
thirty-two-A of Title 54 of the Revised Statutes, and making an appropria-
tion for the administration of such tax,”’ approved April thirteenth, one

thousand nine hundred and forty-fimo (P. L. 1945, ¢. 162).

1 Be 1t ENacTED by the Senate and General Assembly of the State of New

2 Jersey:

1 1. Section four of the act of which this act is amendatory is amended

2 to read as follows:

3 4. For the purposes of this act, unless the context requires a different
4 meaning:
5 (a) ‘‘Commissioner’’ shall mean the director of the division of taxa-

6 tion of the State Department of Taxation and Finance.

7 (b) ‘“Allocation factor’’ shall mean the proportionate part of a tax-

8 payer’s net worth used to determine a measure of its tax under this act.
9 (e) ““Corporation’’ shall mean any corporation, ’joint—stock company or
10 association and any business conducted by a trustee or trustees wherein

11 interest or ownership is evidenced by a certificate of interest or ownership

12 or similar written instrument.

/ i
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13 (d) ““Net worth’’ shall mean the aggregate of the values disclosed by
14 the books of the corporation for (1) issued and outstanding capital stock,
15 (2) paid-in or capital surplus, (3) earned surplus and undivided profits,
16 (4) surplus reserves which can reasonably be expected to acerue to holders
17 or owners of equitable shares, not including reasonable valuation reserves,
18 such as reserves for depreciation or obsolescence or depletion and (5) the
19 amount of all indebtedness owing directly or indirectly to holders of ten per
20 centum (10%) or more of the aggregate outstanding shares of the taxpay-
21 er’s capital stock of all classes, as of the close of a calendar or fiscal year.

22 However, if in the opinion of the commissioner, the corporation’s books do

23 not disclose fair valuations the commissioner may make [require any addi-

24 tional information which may be necessary for] a reasonable determination
25 of the net worth which, in his opinion, would reflect the fair value of the
26 assets carried on the books of the corporation, in accordance with sound
27 accounting principles, and such determination shall be used as net worth for
28 the purpose of this act. |

29 (e) ‘““Indebtedness owing directly or indirectly’’ shall include, without

30 limitation thereto, all indebtedness owing to any stockholder or shareholder

31 and to members of his immediate family where a stockholder and members

32 of his immediate family together or in the aggregate own ten per centum

33 (10%) or more of the aggregate outstanding shares of the taxpayer’s capi-

34 tal stock of all classes.

35 (f) ¢““[Regulated] Investment company’’ shall mean any corporation

36 [which, for the period covered by its report, is registered and regulated
37 under the investment company act of one thousand nine hundred and forty
38 (b4 Stat. 789, as amended) and meets the requirements of and is taxable
39 under ‘‘Supplement Q’’ of the Internal Revenue Code (53 Stat. 1, 98, as

40 amended).] whose business during the period covered by its report consists

41 principally of holding, investing and reinvesting in stocks, bonds, notes,

42 mortgages, debentures, patents, patent rights and other securities for

-
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43 its own account, but this shall not include any corporation which: (1) is

44 a merchant or a dealer of stocks, bonds and other securities, regularly en-

45 gaged in buying the same and selling the same to customers; or (2) has

46 less than ninety .per centum (90%) of its average gross assets in New Jer-

47 sey, at cost, invested in stocks, bonds, debentures, mortgages, notes, pat-

48 ents, patent rights or other securities or consisting of cash on deposit dur-

49 ing the period covered by its report; or (3) has more than ten per centum

50 (10%) of its average gross assets in New Jersey, at cost, invested in the

51 stocks of any corporation other than an investment company as herein de-

52 fined, during the period covered by its report.

53 (g) ‘““Taxpayer’ shall mean any corporation required to report or to

—_

54 pay taxes, interest or penalties under this act.

55 (h) ““Fiscal year’’ shall mean an accounting period ending on [the last

56 day of any month] any day other than the last day of December.

57 (i) ““Privilege year’’ shall mean the calendar year in and for which a

—_

58 tax is payable under this act.

1 2. Section five of the act of which this act is amendatory is amended to

oo

read as follows:
3 5. The franchise tax to be annually assessed to and paid by each tax-
4 payer shall be measured by the greater of:

(a) that portion of its entire net worth as may be allocable to this

ot

6 State as provided in seqtion six; or

7 (b) that proportion of its entire net worth as the average value of
8 its total assets in this State during the period covered by its report is to
9 the average value of its total assets everywhere during such period (for

10 the purpose of which there shall be included as within this State all in-

11 tangible personal property of domestic corporations not having a busi-
12 ness situs oufside this State, one-half of the value of such property having

13 a business situs outside this State, and [such] the entire amount of the

14 intangible personal property of [other] foreign corporations as would
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have a business situs within this State for the purpose of a property tax);

at the rate of 8/10 of a mill per dollar on the first one hundred million dollars

($100,000,000.00) of allocated net worth; 4/10 of a mill per dollar on the

second hundred million dollars ($100,000,000.00); 3/10 of a mill per dollar on

the third one hundred million dollars ($100,000,000.00); and 2/10 of a mill

per dollar on all amounts of allocated net worth in excess of three hundred
million dollars ($300,000,000.00). [; but not less than twenty-five dollars

($25.00) in the case of domestic corporations, or fifty dollars ($50.00) in the

case of foreign corporations.]

(¢) Provided, however, that the franchise tax to be ahnually as-
sessed to and paid by any [regulated] investment company shall be

measured by [that proportion] twenty-five per centum (25%) of its en-

tire net worth, [but not less than ten per centum (10%) thereof, as the
average aggregate value of its capital stock of all classes held by resi-
dents of this State during the period covered by its report bears to the
ave_rage aggrégate value of all its shares of stock issued and outstanding

during such period, at the rates hereinabove set forth; but in no case

less than one hundred dollars ($100.00).] unless the taxpayer shall elect to

remain taxable pursnant to subseection (b) of this section.

(d) The tax assessed to any taxpayer pursuant to this act, notwith-

standing the provisions of the preceding subsections of this section, shall

not be less than the greater of 2/10 of a mill per dollar of total assets al-

located to this State in accordance with subsection (b) hereof, and

twenty-five dollars ($25.00) in the case of a domestic corporation, or fifty

dollars ($50.00) in the case of a foreign corporation.

(e) In lieu of the tax imposed by subsections (a), (b), (¢) and (d)

of this section, any taxpayer, the value of whose total assets everywhere,

less reasonable reserves for depreciation, as of the close of the period

covered by its report, amounts to less than one hundred thousand dollars

($100,000.00), may elect to pay the tax shown in the following table:.
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an

45
46
47
48
49
20

51

10
11
12
13
14

15

The tax shall be

If total assets But less For Domestic For Foreign

are at least than Corporations Corporations

$ 0 $ 45,000 $ 25.00 $ 50.00
45,000 50,000 28.00 90.00
50,000 55,000 32.00 90.00
55,000 60,000 35.00 50.00
60,000 65,000 | 38.00 50.00
65,000 70,000 41.00 50.00
70,000 75,000 45.00 50.(&
75,000 80,000 48.00 50.00
80,000 85,000 ~ 51.00 51.00
85,000 90,000 54.00 54.00 |
90,000 95,000 58.00 - 58.00
95,000 100,000 61.00 .61.00

3. Section ten of the act of which this act is amendatory is amended to
read as follows:

10. Whenever it shall appear to the commissioner that any taxpayer con-

—

ducts its business or maintains its records in such manner as either directly

or indirectly to distort ifs true net worth under this act or the proportion

thereof properly allocable to this State, or that any taxpayer maintains a

place of business outside this State, or that any agreement, understa‘nding
or arrangement exists between a taxpayer and any other corporation or any
person or firm, for the purpose of evading téx under this act, or whereby the
activity, business, receipts or net worth of the taxpayer is improperly or
inaccurately reflected, the commissioner is authorized and empowered in his

discretion and in such manner as he may determine to adjust and redeter-

mine such net worth, and to adjust items of gross receipts, tangible property

and payrolls within and without the State and the allocation of net worth,

or to make such other adjustments in any tax report or tax returns as may
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be necessary. The commissioner may require any person or corporation to
submit such information under oath, or to permit such examination of its
booké, papers and documénts, as may be necessary to enable him to de-
termine the existence, nature or extent of an agreement, understanding or
arrangement to which this seetion relates, whether or not such person or
corporation is subject to the tax imposed by this act.

4. Section eleven of the act of which this act is amendatory is amended
to read as follows:

11. Any receiver, referee, trustee, assignee or other fiduciary, or any

officer or agent appointed by any court,b [who] to [conducts] conduct the

business or conserve the assets of any [taxpayer] corporation shall be sub-

jeet to the tax imposed by this act in the same manner and to the same ex-

tent [as if the business were conducted by the agents or officers of such tax-
payer. A dissolved taxpayer which continues to conduct business in the
process of liquidation shall also be subject to the tax imposed by this act.]

as a.corporation hereunder.

—

5. Section thirteen of the act of which this act is amendatory is amended
to read as follows:

13. In the case of any corporation which organizes or qualifies on or
after January first in any year no tax shall be payable in such privilege

vear; provided, however, that this section shall not apply to a foreign cor-

poration, which after January first, one thousand nine hundred and thirty-

seven, and prior to the year in which it qualifies, possessed the privilege of

exercising its corporate franchise in this State, or did business, or employed

or owned capital or property, or maintained an office in this State.

6. Section fifteen of the act of which this act is amendatory is amended
to read as follows:

15. The tax imposed by this act shall be due and payable with respect
to the calendar year one thousand nine hundred and forty-six, and each year

thereafter, measured by the taxpayer’s net worth as of the close of the calen-

5 dar year or of its fiscal year next preceding the privilege year, except that
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in the case of a taxpaver whose fiscal year ends not later than [July t.
June thirtieth in the privilege year such measure shall be as of the close .
such fiscal year. For the purpose of this section every taxpayer.shall use
the same calendar or fiscal year upon which it reports to the United States
Treasury Department for Federal income tax purposes.

7. Section seventeen of the act of which this act 1s amendatory is
amended to read as follows:

17. (a) On or before the fifteenth day of April, in the case of taxpayers
reporting on a éalendar year basis, and on or before the fifteenth day of

[January] April or the fifteenth day of the fourth month following the close

of a fiscal year, whichever is later, in the case of taxpayers reporting on a
fiscal year basis, each taxpayer shall duly execute and file a tax return with

the commissioner, in such form and containing such information as he may

-presecribe, which return shall truly and accurately, set forth its liability

under this act; and the full amount of the tax hereunder shall be due and pay-

able to the commissioner [fogether with such return.] on or before the date

prescribed herein for the filing of the return.

(b) Any taxpayer which shall fail to file its return when due shall be

liable to a penalty of two dollars ($2.00) for each day of delinquency, which

penalty shall be payable to, and recoverable by, the commissioner as a part

of the tax herein imposed. If any tax be not paid when the same becomes

due, as herein provided, there shall be added to the amount of the tax a sum

equivalent to five per centum (5% ) thereof, as a penalty, ahd, in addition

thereto, interest at the rate of one per centum (1%) per month or fraction

thereof from the date the tax became due until the same be paid. The com-

missioner, if satisfied that the failure to comply with any provision of this

section was excusable, may abate or remit the whole or part of any penalty.

[Provided, however, that for the privilege year one thousand nine hun-
dred and forty-seven any return which under the foregoing provisions of this

section would be required to be filed with the commissioner prior to the fif-

.
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13teenth day of April shall-be filed after the fifteenth day of April and before
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28
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the first day of May and in accordance with the provision of this act in effect
on the fifteenth day of April one thousand nine hundred and forty-seven in-
cluding amendments and supplements in effect on that date; and the full
amount of the tax imposed by this act as supplemented and amended on the
fifteenth day of April one thousand nine hundred and forty-seven shall be due
and payable to the commissioner togethe‘r with such return;. provided, fur-
ther, any corporation which desires to dissolve, liquidate, or distribute assets
in dissolution to its stockholders or to withdraw from the State during the
period after the thirty-first day of December, one thousand nine hundred and
forty-six, and before the fifteenth day of April, one thousand nine hundred
and forty-seven, may, at its election, either file a return and pay or secure
thé tax interest and penalties in accordance with the provisipns of this act
and any supplements or amendments thereto in effect at the time such dis-
solution, liquidation, distribution or withdrawal is sought, or give to the com-
missioner security in form or with a surety or sureties satisfactory to the
éommissioner, but not to exceed one hundred fifty per centum (150%) of the
amount of the tax payable under the provisions of this act then in effect, and
conditioned upon the taxpayer filing between the fifteenth day of April and
the first day of May, one thousand nine hundred and forty-seven, a return
under and the payment of the full amount of the tax imposed by this acf in-
cluding amendments and supplements in effect on such fifteenth day of April.
The right or interest of the State in the tax levied by or assessed pursuant to
this act fpr the privilege year one thousand nine hundred and forty-seven
shall not vest until the fifteenth day of April in that year.]

8. Section nineteen of the act of which this act is amendatory is amended
to read as follows:

19. The commissioner may grant a reasonable extension of time for the
filing of returns or the payment of tax, or both, undér such rules and regula-

tions as he shall prescribe, which rules and regulations may require the filing

of a tentative return and the payment of an estimated tax, but no such ex-
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7 tension shall be granted beyond the first day of December of the privileg
o .» 8 year. If the time for filing the return shall be extended, the payment of the

9 portion of the tax remaining to be paid, if any, shall be postponed to the date

10 fixed by the extension of the time for the filing of the return, but in every

11 such case the corporation shall pay, in addition to the unpaid portion of the

12 tax, interest thereon at the rate of six per centum (6%) per annum from the

13 time when the return ofiginally was required to be filed to the date of actual

14 [time of] payment under the extension; provided, that if such unpaid per-

15 tion of the tax is not paid within the time fixed under the extension, the in-

16 terest on such unpaid portion shall be computed at the rate of one per centum

17 (1%) per month or fraction thereof to be calculated from the date the tax

18 was originally due to the date of actual payment.

1 9. Section twenty-three of the act of which this act is amendatory is

[N]

amended to read as follows:

3 23. The admini‘stration, collection and enforcement of the tax imposed by

4 this act shall be subject to the provisions of the State tax uniform procedure

§ 5 law as therein provided (chapters forty-eight through fifty-two of Title 54

{ f’ 6 of the Revised Statutes) to the extent that the provisions of such law are
7 not inconsistent with any provision of this act.
1 10. The act of which this act is amendatory and supplementary is

2 amended by adding a new section, numbered 19:1, to read as follows:
3 19:1. (a) After a final return in due form is filed, the commissioner shall

4 cause the same to be examined and may make such further audit or in-

5 vestigation or reaudit as he may deem necessary, and if therefrom he shall
6 determine that there is a deficiency with respect to the payment of any tax
, g 7 due under this act, he shall assess or reassess the additional taxes, penalties
8 and interest due the State, give notice of such assessment or reassessment

9 to the taxpayer, and make demand upon him for payment. There shall be

: 10 added to the amount of any deficiency assessment or reassessment interest
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11 at the rate of one per centum (1%) for each month or fraction thereof to be
12 calculated from the date the tax was originally due and payable until the
13 date of actual payment. If the failure to pay any such tax when due is ex-
14 plained to the satisfaction of the commissioner, he may remit or waive the
15 payment of any interest charge in excess of the rate of one-half of one per
16 centum (%2 %) per month. . A
17 (b) Except in the case of a willful, false or fraudulent return with in-

18 tent to evade the tax, the amount of tax due under any return duly made 2l
19 under this act shall be finally determined by the commissioner»within five /
20 years after such return shall have been filed.

1 11. The act of which this a_ct is amendatory and supplementary is

2 amended by adding a new section, numbered 19:2, to read as follows:

*
»

3 19:2. (a) Any aggrieved taxpayer may, within three months after any
4 decision, order, finding, assessment or aﬁtion of the commissioner made pur- ‘
5 suant to the provisions of this act, appeal therefrom to the Division of Tax
6 Appeals, by filing a petition of appeal with saia division in the manner and
7 form prescribed by the said division and on giving seburity, approved by the ‘
8 commissioner, conditioned to pay the tax heretofore levied, if the same re-
9 mains unnpaid, with interest and costs.
10 (b) No such appeal shall stay the collection of any tax or the enforce-
11 ment of the same by entry as a judgment, unless by order of such division,
12 and then only after security approved by the commissioner or said division
. 13 has been furnished to the commissioner. The judgment or order of the Divi-
14 sion of Tax Appeals respecting aniy matter arising under the provisions ‘of , A
15 this subtitle may be reviewed by certiorariin the same manner as other judg-
16 ments of said division. : * A f .
1 12. This act shall take effect immediately, and shall apply to taxes due .

2 and payable in the year one thousand nine hundred andA forty-seven and

T

3 thereafter. : : i

XY
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b | STATEMENT

This bill incorporates the several changes in the Corporation Business Tax

L Act (1945) recommended in the Second Report of the Commission on State
Tax Policy.

The bill also provides for a ‘‘Short Rate Table’’ which may be used by cor-

e porations having total assets of less than one hundred thousand dollars

($100,000.00), in lieu of the detailed form of tax return now required. It is

estimated that some twenty-five thousand domestic and foreign corporations will

Y .
{ _ be able to compute their tax on this convenient basis.
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 Flinance.
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STATE OF NEW JERSEY

INTRODUCED MARCH 24, 1947
By Mr. DIXON
Referred to Committee on Taxation

Ax Act to amend and supplement ‘“An act to provide for the imposition of a
franchise tax upon certain corporations and for the distribution of the
proceeds thereof, repealing sections 54:13-1 through 54:13-8 and chapter
thirty-two-A of Title 54 of the Revised Statutes, and making an appropria-
tion for the administration of such tax,”’ approved April thirteenth, one

thousand nine hundred and forty-five (P. L. 1945, ¢. 162).

1 B 1r BxactED by the Senate and General Assembly of the State of New
2 Jersey:
1 1. Section four of the act of which this act is amendatory is amended

2 to read as follows:
¢

3 4, For the purposes of this act, unless the context requires a different
4 meaning:
5 (a) ‘“Commissioner’’ shall mean the director of the division of taxa-

6 tion of the State Department of Taxation and Finance.

7 (b) ““Allocation factor’’ shall mean the proportionate part of a tax-

8 payer’s net worth used to determine a measure of its tax under this act.

9 (e) ‘“Corporation’’ shall mean any corporation, joint-stock company or
10 association and any business conducted by a trustee or trustees wherein
11 interest or ownership is evidenced by a certificate of interest or ownership
12 or similar written instrument.

13 (d) “Net worth” shall mean the aggregate of the values disclosed by

1;1 the books of the corporation for (1) issued and outstanding capital stock,



16 be
17 sv

1¢

15

16

17

18

19

20

21

22

23

24

2
(2) paid-in or capital surplus, (3) earned surplis and undivided profits, -
(4) surplus reserves which can reasonably be expected to accrue to holders
or owners of equitable shares, not including reasonable valuation4reserves,
such as reserves for depreciation or obsolescence or depletion and (5) the
amount of all indebtedness owing directly or indirectly to holders of ten per
centum (10%) or more of the aggregate outstanding shares of the taxpay-
er’s capital stock of all classes, as of the close of a calendar or fiscal year.
However, if in the opinion of the commissioner, the corporation’s books do
not disclose fair valuations the cormmissioner may make a reasonable deter-

mination of the net worth which, in his opinion, would reflect the fair value of

25-26 the assets carried on the books of the corporation, in accordance with sound

27
28
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accounting principles, and such determination shall be used as net worth for
the pﬁr‘p‘ose of this act.

(e) ““Indebtedness owing directly or indirectly’’ shall include, without
limitation thereto, all indebtedness owing to any stockholder or shareholder
and to members of his immediate family where a stockholder and memi)ers
of his immediate family together or in the aggregate own fen per centum
(1()%)‘ or more of the aggregate outstanding shares of the taxpayer’s capi-
tal stock‘of all classes.

(f) ‘‘Investment company’’ shall mean any corporation whose husiness
during the period covered by its report consists prineipally of holding, in-
vesting and reinvesting in stocks, bonds, notes, mortgages, debentures, pat-
ents, patent rights and other secufities for its own account, but this shall not
include any corporati_on 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) has less than ninety per centum (90%) of its aver-
age gross assets in New Jersey, at cost, invested in stocks, bonds, debentures,
mortgages, notes, patents, patent rights or other securities or consisting of
cash on deposit during the period covered by its report; or (3) has more than
ten per centum (10%) of its average gross assets in New Jersey, at cost, in-

vested in the stocks of any corporation other than an investment company as

7 herein defined, during the period covered by its report.
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(g) ‘““Taxpayer” shall mean any corporation required to report or to
49 pay taxes, interest or penalties under this act.

50 (h) “‘Fiscal year’’ shall mean an accounting period ending on any day
51 other than the last day of December.

A 52 (1) ““Privilege year’’ shall mean the calendar year in and for which a

53 tax is payable under this act.

1 2. Section five of the act of which this act is amendatory is amended to
2 read as follows:
y 3 5. The franchise tax to be annually assessed to and paid by each tax-
E, 4 payer shall be measured by the greater of:
i 1 5 (a) that portion of its entire net worth as may be allocable to this
6 State as provided in section six; or
7 (b) that proportion of its entire net worth as the average value of
8 its total assets in this State during the period covered by its report is to
9 the average value of its total assets everywhere during such period (for

10 the purpose of which there shall be included as within this State all in-

11 tangible personal property of domestic corporations not having a busi-
1 12 ness situs outside this State, one-half of the value of such property having
13 a business situs outside t‘his State, and the entire amount of the
_ E} 14 intangible personal property of foreign corporations as would have
} " 15  a business situs within this State for the purpose of a property tax);

16 at the rate of 8/10 of a mill per dollar on the first one hundred million dollars
17 ($100,000,000.00) of allocated net worth; 4/10 of a mill per dollar on the
3 18 second hundred million dollars ($100,000,000.00) ; 3/10 of a mill per do‘llar on
19 the third one hundred million dollars ($100,000,000.00); and 2/10 of a mill
20 per dollar on all amounts of allocated net worth in excess of three hundred

. 21 million dollars ($300,000,000.00).

22 (¢) Provided, however, that the franchise tax to be annually as-
f’, ?; 23 sessed to and paid by any investment company shall be measured by
94  twenty-five per éentﬁm (25%) éf its eﬁtire net worth, unless the taxpayer

25-33 shall elect to remain ‘taxable pursuant to subsection (b) of this section.
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34 (d) The tax assessed to any taxpayer pursuant to this act, notwith-
35 standing the provisions of the preceding subsections of this section, shall

36 not be less than the greater of 2/10 of a mill perl dollar of total assets al-
37 located to this State in accordance with subsection (b) hereof, and
38 twenty-five dollars ($25.00) in the ¢ase of a domestic corporation, or fifty

39 dollars ($50.00) in the case of a foreign corporation.

40 (e) In lieu of the tax imposed by subsections (a), (b), (¢) and (d)
41 of this section, any taxpayer, the value of whose total assets everywhere,
42 less reasonable reserves fo? depreciation, as of the close of the period
43 covered by its report, amounts to less than one hundred thousand dollars

44 ($100,000.00), may eleet to pay the tax shown in the following table:

The tax shall be

If total assets But less For Domestic For Foreign

are at least than Corporations Corporations
45 $ 0 $ 45,000 \ $ 25.00 $ 50.00
46 45,000 50,000 28.00 50.00
s 50,000 55,000 32.00 50.60
48 55,000 60,000 35.00 50.00
49 60,000 65,000 - 38.00 50.00
50 65,000 70,000 41.00 50.00
51 70,000 75,000 _ 45.00 50.00
52 75,000 80,000 48.00 50.00
53 80,000 85,000 51.00 5100
54 85,000 90,000 5400 5400
55 90,000 95,000 58.00 58.00
56 95,000 100,000 61.00 61.00

1 3. Section ten of the act of which this act is amendatory is amended to

2 read as follows:
3 10. Whenever it shall appear to the commissioner that any taxpayer con-
4 ducts its business or maintains its records in such manner as either directly

5 or indirectly to distort its true net worth under this act or the proportion
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thereof properly allocable to this State, or that any taxpayer maintains a
place of business outside this State, or that any agreement, understanding
or arrangement exists between a taxpayer and any other corporation or any

person or firm, for the purpose of evading tax under this act, or whereby the

activity, business, receipts or net worth of the taxpayer is improperly or

inaccurately reflected, the commissioner is authorized and empowered in his
discretion and in such manner as he may determine to adjust and redeter-
mine such net worth, and to adjust items of gross receipts, tangible property
and payrolls W.ithin and without the State and the allocation of net worth,
or to make such 6ther adjustments in any tax report or tax returns as may
be necessary. The commissioner may require any person or corporation to
submit such informatior; under oath, or to permit such examination of its
books, papers and documents, as may be neéessary to enable him to de-
termine the existence, nature or extent of an agreement, undérstanding or
arrangement to which this section relates, whether or not such person or
corporation is subject to the tax imposed by this act.

4. Section eleven of the act of which this act is amendatory is amended
to read as follows: |

11. Any receiver, referee, trustee, assigﬁee or other fiduciary, or any
officer or agent appointed by any court, to conduct the business or conserve
the assets of any corporation shall be subject to the tax imposed by this act
in the same manner and to the same extent as a corporation hereunder.

5. Sectioﬁ thirteen of the act of v‘vhioh this act ié amendatory is amended
to read as follows:

13. In the case of any corporation which organizes or qualifies on or
after Jannary first in any year no tax shall be payable in such privilege
year; provided, however, that this section shall not apply to a foreign cor-
poration, which after January first, one thousand nine hundred and thirty-
seven, and prior to the year in which it qualifies, possessed the privilege of |
exercising its corporate franchise in this State, or did business, or employed

or owned capital or property, or maintained an office in this State.
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1 6. Section fifteen of the act of which this act is amendatory is amended

[\]

to read as follows:

w

15. The tax imposed by this act shall be due and payable with respect

B

to the calendar year one thousand nine hundred and forty-six, and each year

thereafter, measured by the taxpayer’s net worth as of the close of the calen-

(=2 B |

dar year or of its fiscal year next preceding the privilege year, except that
7 in the case of a taxpayer whose fiscal year ends not later than June thirtieth
8 in the privilege year such measure shall be as of the close of such fiscal year.
9 For the purpose of this section every taxpayer shall uée the same éalendar
10 or fiscal year upon which it reports to the United States Treasury Depart-
11 ment for Federal income tax purposes.

1 7. Section seventeen of the act of which this act is amendatory is

[\

amended to read as follows:
3 17. (a) On or before the fifteenth day of April, in the case of taxpayers
4 reporting on a calendar year basis, and on or before the fifteenth day of
5 April or the fifteenth day of the fourth month following the close of
6 a fiscal year, whichever is .Iater, in the case of taxpayers reporting on a
7 fiscal year basis, each taxpayer shall duly execute and file a tax return with
8 ‘the commissioner, in such form and containing such information as he inay
9 prescribe, which return shall truly and accurately, set forth its liability
10 under this act; and the full amount of the tax hereunder shall be due and pay-
11 able to the commissioner on or before the date prescribed herein for the filing
12 of the return. .
13 (b) Any taxpayer which shaﬂl fail to file its return when due shall be
14 liable to a penalty of two dollars ($2.00) for each day ofidelinquency, which
15 penalty shall be payable to, and recoverable by, the com@ssioner as a part
16 of the tax herein imposed. If any tax be not paid when the same vbecomes
17 due, as herein provided, there shall be added to the amount of the tax a sum
18 equivalent to five per centum (5%) thereof, as a penalty, z;nd, in addition
19 thereto, interest at the rate of one per centum (1%) per month or fraction
20 thereof from the date the tax became due until the same be paid. The cdm-
21 missioner, if satisfied that the failure to comply with any ‘provision of ‘this

22 section was excusable, may abate or remit the whole or part of any penalty.
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8. Section nineteen of the act of which this act is amendatory is amended
to read as follows:
" 19. The commissioner may grant a reasonable extension of time for the
filing of returns or the p‘ayrr'ient‘ of tax, or both, under such rules and regula-
tions as he shall prescribe, which rules and regnlations may require the filing

of a téntative return 4nd the payment of an estimated tax, but no such ex-

7 tension shall be granted beyond the first day of December of the privilege

year. if the time for filing the return shall be extended, the payment of the
portion of the tax remaining to be paid, if any, shall be postponed to the date
fixed by the extension of the time for the filing of the return, but in every
such casé the corporation shall pay, in addition to the unpaid portion of the
tax, interest thereon at the rate of six per centum (6%) per annum from the
time when the return originally was required to be filed to the date of actial
payment under the extension; provided, that if such unpaid portion of the tax
is not paid within the time fixed under the extension, the interest on such un-
paid portion shall be computed at the rate of one per centum (1% ) per month
or fraction thereof to be calculated from the date the tax was originally due to
the date of actual payment.

9. Section twenty-three of the act of which this act is amendatory is
amended to read as foliows:

23. The administration, collection and enforcement of the tax imposed by
this act shall be subject to the provisions of the State tax uniform procedure
law as therein provided (chapters forty-eight through fifty-two of Title 54
of the Revised Statutés) to the extent that the provisions of such law are
not inconsistent with any provision of this act.

10. The act of which this act is amendatory and supplementary is
amended by adding a new section, numbered 19:1, to read as follows:

19:1. (a) After a final return in due form is filed, the commissioner shall
cause the same to be examined and may make such further audit or in-
vestigation or reaudit as he may deem necessary, and if therefrom he shall
determine that therc is a deficiency with respect to the payment of any tax

due under this act, he shall assess or reassess the additional taxes, penalties
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8 and interest due the State, give notice of such assessment or reassessment

9 to the taxpayer, and make demand upon him for payment. There shall be
10 added to the amount of any deficiency assessment or reassessment interest
11 at .the rate of one per céntum (1%) for each month or fraction thereof to be
12 calculated from the date the tax was originally due and payable until the
13 date of actual payment. If the failure to pay any such tax when due is ex-
14 plained to the satisfaction of the commissioner, he may remit or waive the
15 payment of any interest charge in excess of the rate of one-half of one per
16 centum (Y% %) per month.

17 (b) Except in the case of a willful, false or fraudulent return with in-
18 tent to evade the tax, the amount of tax due under any return duly madé
19 under this act shall be finally determined by the commissioner within five
20 years after such return shall have been filed.

1 11. The aet of which this act is amendatory and supplementary is

2 amended by adding a new section, numbered 19:2, to read as follows:

3 19:2. (a) Any aggrieved taxpayer may, within three months after any
4 decision, order, finding, assessment or action of the commissioner made pur-

5 suant to the provisions of this act, appeal therefrom tQ the Division of Tax

6 Appeals, by filing a petition of appeal with said division in the manner and

7 form preseribed by the said division and on giving securify, approved‘by the

8 commissioner, conditioned to pay the tax heretofore levied, if the same re-

9 mains unpaid, with interesﬁ and costs.
10 (b) No such appeal shallls“cay the collection of any tax or the enforce-
11 ment of the same by entry as a judgment, unless by order of such division,
12 and then only after security approved by the commissioner or said division
13 has been furnished to the commissioner. The judgment or order of the Divi-
14 sion of Tax Appeals respecting any matter arising under the .provisions of
15 this subtitle may be reviewed by certiorariin the same manner as other judg-
16 ments of said division. |

1 12. This act shall take effect immediately, and shall apply to taxes due
2 and payable in the year one thousand nine hundred and fdrty-seven and

3 thereafter.
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s INTRODUCED MARCH 24, 1947

f By Mr. DIXON

\ Referred to Committee on Taxation
Ax Acr to amend and supplement ‘“An act to provide for the imposition of a
“ franchise tax upon certain corporations and for the distribution of the

1 | proceeds thereof, repealing sections 54:13-1 through 54:13-8 and chapter
1 thirty-two-A of Title 54 of the Revised Statutes, and making an appropria-
tion for the administration of such tax,”’ approved April thirteenth, one

thousand nine hundred and forty-five (P. L. 1945, c. 162).

: “ i 1 Be 1r ENacTED by the Senate and General Assembly of the State of New
b p 2 Jersey:
; 1 1. Section four of the act of which this aet is amendatory is amended

2 to read as follows:
3 4. For the purposes of this act, unless the context requires a different
4 meaning:
5 (a) ‘“Commissioner’’ shall mean the director of the division of taxa-
K 6 tion of the State Department of Taxation and Finance.
7 (b) ‘Allocation factor’” shall mean the proportionate part of a fax-
8 payer’s net worth used to determine a measure of its tax under this act.
9 (e) ““Corporation’” shall mean any corporation, joint-stock company or

10 association and any business conducted by a trustee or trustees wherein

11 interest or ownership is evidenced by a certificate of interest or ownership

12 or similar written instrument.

13 (d) “Net worth’’ shall mean the aggregate of the values disclosed by

14 the books of the corporation for (1) issued and outstanding capital stock,

. '
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15 (2) paid-in or capital surplus, (3) earned surplus and undivided profits,

16

17

18

19

20

21

22

(4) surplus reserves which can reasonably be expected to accrue to holders
or owners of equitable shares, not including reasonable valuation reserves,
such as reserves for depreciation or obsolescence or depletion and (5) the
amountl of all indebtedness owing directly or indirectly to holders of ten per
centum (10%) or more of the aggregate outstanding shares of the taxpay-
er’s capital stock of all claSées, as of the close of a calendar or fiscal year.

However, if in the opinion of the commissioner, the corporation’s books do

23 not disclose fair valuations the commissioner may make a reasonable deter-

24 mination of the net worth which, in his opinion, would reflect the fair value of

925-26 the assets carried on the books of the corporation, in accordance with sound

27
28
29
30

31

32

33
34
35
36
37
38
39
40
41
42
43
44
45

46

accounting prineiples, and such determination shall be used as net worth for
the purpose of this act. .

(e) ““Indebtedness owing directly or indirectly’’ shall include, without
limitation thereto, all indebtedness owing to any stockholder or shareholder
and to members of his immediate family where a stockholder and members
of his immediate family together or in the aggregate own ten per centum
(10%) or more of the aggregate outstanding shares of the taxpayer’s capi-
tal étock of all classes.

(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 éccount, but this shall not include aﬁy corpora-
tion which: (1) is a merchant or a dealef of stocks, bonds and other secur-
ities, regularly engaged in buying the same and selling' the same to cus-
tomers; or (2) had less than ninety per centum (90%) of its average gross
assets in New Jersey, at cost, invested in stocks, bonds, &ebentures, mort-
gages, notes, pafents, patent rights or other securities or cbnsis'ting 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 capi-

e
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47 tal stock of all classes entitled to vote, or of the aggregate outstanding shares

47a
478
48
49
o0
51
52

53

]

B~

10
11
12
13
14
15
16
17
18
19
20

21

of nonvoting capital stock, of any other corporation, during the period cov-
ered by its report.

(g) “Taxpayer’ shall mean any corporation required to report or to
pay taxes, interest or penalties under this act.

(h) ‘“Fiscal year’’ shall mean an accounting period ending on any day
otherythan the last day of December.

(1) ““Privilege year’’ shall mean the calendar year in and for which a
tax is payable under this act.

2. Section five of the act of which this act is amendatory is amended to
read as follows:

5. The franchise tax to be annually assessed to and paid by each tax-
payer shall be measured by the greater of:

(a) that portion of its entire net worth as may be allocable to this
State as provided in section six; or
(b) that ioroportion of its entire net worth as the average value of

its total assets in this State during the period covered by its report is to

the average value of its total assets everywhere during such period (for

the purpose of which there shall be included as within this State all in-

tangible personal property of domestic corporations not having a busi-

ness situs outside this State, one-half of the value of such property having

a business situs outside this State, and the entire amount of the

intangible personal property of foreign corI‘)orations as would have

a buéiness situs within this State for the purpose of a property tax);
at the rate of 8/10 of a mill per dollar on the first one hundred million dollars
($100,000,000.00) of allocated net worth; 4/10 of a mill per dollar on the
second bhundred million dollars ($100,000,000.00) ; 3/10 of a mill per dollar on
the third orle hundred million dollars ($100,000,000.00); and 2/10 of a mill

per dollar on all amounts of allocated net worth in excess of three hundred

million dollars ($300,000,000.00).
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25
26
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46
47
48
49
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52
53
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59

56
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(¢) Provided, however, that the franchise tax to be annually as-
sessed to and paid by any investment company shall be measured by
twenty-five per centum (25%) of its entire net worth, at the rates here-
inabove set forth but in no case less than one hundred dollars ($100.00),
unless the taxpayer shall elect to remain taxable pursuant to any other
subsection of this section.

(d) The tax assessed to any taxpayer pursuant to this act, notwith-
standing the provisions of the preceding subsections of this section, shall
not be less than the greater of 2/10 of a mill per dollar of total assets al-
located to this State in accordance with subsection (b) hereof, and
twenty-five dollars ($25.00) in the case of a domestic corporation, or fifty
dollars ($50.00) in the case of a foreign corporation.

(e) In lien of the tax imposed by subsections (a), (b), (¢) and (d)
of this section, any taxpayer, the value of whose total assets everywhere,
less reasonable reserves for d(_epre_ciation, as of the close of the period
covered by its repprt, amounts to less than one hundred thousand dollars
($100,000.00), may elect to pay the tax shown in the following table:

The tax shall be

If total assets But less For Domestic For Foreign
are at least than Corporations Corporations
$ 0 $ 45,000 $ 25.00 $ 50.00
45,000 50,000 28.00 50.00
50,000 55,000 32.00 50.00
55,000 60,000 35.00 . 50.00
60,000 65,000 38.00 50.00
65,000 70,000 41.00 50.00
70,008 75,000 | 45.00 50.00
75,000 80,000 48.00 50.00
80,000 85,000 51.00 51.00
85,000 90,000 54.00 54.00
90,000 95,000 58.00 58.00
95,000 100,000 61.00 61.00

>

. .
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1 3. Section ten of the act of which this act is amendatory is amended to

2 read as follows:

3 10. Whenever it shall appear to the commissioner that any taxpayer con-

4 duets its business or maintains its records in such manner as either direectly

5 or indirectly to distort its true net worth under this act or the proportion
6 thereof properly allocable to this State, or that any taxpayer maintains a
7 place of business outside this State, or that any agreement, understanding

8 or arrangement exists between a taxpayer and any other corporation or any

9 person or firm, for the purpose of evading tax under this act, or whereby the
10 activity, business, receipts orﬁ n.t worth of the taxpayer is improperly or
11 inaccurately‘reﬁected, the commissioner is authorized and empowered in his
12 discretion and in such manner as he may determine to adjust and redeter-
13 mine such net worth, and to adjust items of gross receipts, tangible property
14 and payrolls within and without the State and the allocation of net worth,
15 or to make such other adjustments in any tax report or tax returns as may
16 be necessary. _The'commissioner may require any person or corporation to
17 submit such information under oath, or to permit such examination of its
18 books, papers and documents, as may be necessary to enable him fo de-
19 termine the existence, né‘mre or extent of an agreement, understanding or
20 arrangement to which this section relates, whether or not such person or
21 corporation is subject to the tax imposed by this act.

1 4. Section eleven of the act of which this act is amendatory is amended

2 to read as follows:

3 il. Any receiver, referee, trustee, assignee or other fiduciary, or any

4 officer or agent appointed by any court, to conduct the business or conserve

5 the assets of any corporation shall be subject to the tax imposed by this act

6 in the same manner and to the same extent as a corporation hereunder.

1 5. Section thirteen of the act of which this act is améndatory is amended

2 to read as follows:

3 13. In the case of any corporation which organizes or qualifies on or

4 after January first in any year no tax shall be payable in such privilege



R
5 year; provided, however, that this section shall not apply to a foreign cor- T'
6 poration, which after January first, one thousand nine hundred and thirty-
7 seven, and prior to the year in which it qualifies, possessed the privilege of
8 exercising its corporate franchise in this State; or did business, or employed

9 or owned capital or property, or maintained an office in this State.

1 6. Section fifteen of the act of which this act is amendatory is amended

<~ -

2 to read as follows:

-

3 15. The tax imposed by this aet shall be due and payable with respect

4 to the calendar year one thousand nine hundred and forty-six, and each year

G,

5 thereafter, measured by the taxpayer’s net worth as of the close of the calen-
6 dar year or of its fiscal year next preceding the privilege year, except that
7 in the case of a taxpayer whose fiscal year ends not later than June thirtieth
8 in the privilege year such measure shall be as of the close of such fiscal year.
9 For the purpose of this section every taxpayer shall use the same calendar
10 or fiscal year upon which it reports to the United States Treasury Depart-
11 ment for Federal income tax purposes.
| 1 7. Section seventeen of the act of which this aet is amendatory .is

2 amended to read as follows:

3 17. (a) Omn or before the fifteenth day of April, in the case of taxpayers

4 reporting on a calendar year basis, and on or before the fifteenth day of

5 April or the fifteenth day of the fourth month following the close of

6 a fiscal year, whichever is later, in the case of taxpayers reporting on a

7 fiscal year basis, each taxpayer shall duly execute and file a tax return with

o

8 the commissioner, in such form and containing such information as he may

9 prescribe, which return shall truly and accurately, set forth its liability

10 under this act; and the full amount of the tax hereunder shall be due and pay-

11 able to the commissioner on or before the date prescribed herein for the filing

12 of the return; provided, however, that for the privilege year one thousand

124 nine hundred and forty-seven any return and tax payment which under the

128 foregoing provisions of this section would be due on or before the fifteenth

12¢ day of April or on or before the fifteenth day of May shall be due on or be-




7
12p fore the thirty-first day of May, one thousand nine hundred and forty-seven.
13 (b) Any taxpayer which shall fail to file its return when due shall be

14 liable to a penalty of two dollars ($2.00) for each day of delinquency, which

15 penalty shall be payable to, and recox;erable by, the commissioner as a part
16 of the tax herein imposed. If any tax be not paid when the same becomes
17 due, as herein provided, there shall be added to the amount of the tax a sum
18 equivalent to five per centum (5%) thereof, as a penalty, and, in addition
19 thereto, interest at the rate of one per centum (1%) per month or fraction
20 thereof from the date the tax became. due until the same be paid. The com-
21 missioner, if satisfied that the failure to comply with any provision of this
22 section was excusable, may abate or remit the whole or part of any penalty.
1 8. Section nineteen of the act of which this act is amendatory is amended
2 to read as follows: .
3 19. The commissioner may grant a reasonable extension of time for the
4 filing of returns or the payment of tax, or both, under such rules and regula-
5 tions as he shall prescribe, which r\ules and regulations may require the filing
6 of a tentative return and the payment of an estimated tax, but no such ex-
7 tension shall be granted beyond the first day of December of the privilege
g 8 year. If the time for filing the refurn shall be extended, the payment of the
| 9 portion of the tax remaining to be paid, if any, shall be postponed to the date

10 fixed by the extension of the time for the filing of the return, but in every

H 11 such case the corporation shall pay, in addition to the unpaid portion of the

12 tax, interest thereon at the rate of six per centum (6%) per annum from the
13 time when the return originally was required to be filed to the date of actual
14 payment under the extension; provided, that if such unpaid portion of the tax

15 is not paid within the time fixed under the extension, the interest on such un-

16 paid portion shall be computed at the rate of one per centum (1%) per month

17 or fraction thereof to be calculated from the date the tax was originally due to

18 the date of actual payment.




ay

14

8
1 9. Section twenty-three of the act of which this act is amendatory is
2 amended to read as follows:
3 23. The administration, collection and enforcement of the tax imposed by

4 this act shall be subject to the provisions of the State tax uniform procedure
5 law as therein provided (chapters forty-eight through fifty-two of Title 54
6 of the Revised Statutes) to the extent that the provisions of such law are
7 not inconsistent with any provision of this act.

1 10. The act of which this act is amendatory and supplementary is
2 amended by adding a new section, numbered 19:1, to read as follows:

3 19:1. (a) After a final return in due form is filed, the commissioner shall
4 cause the same to be examined and may make such further audit or in-
5 vestigation or reaudit as he may deem necessary, and if therefror;l he shall
6 determine that there is a deficiency with respect to the payment of any tax
7 due under this act, he shall assess or reassess the additional taxes, penalties
8 and interest due the State, give notice of such assessment or reassessment
9 to the taxpayer, and make demand upon him for payment. There shall be
10 added to the amount of any deficiency assessment or reassessment interest
11 at the r\ate of one per centum (1%) for each month or fraction thereof to be
12 calculated from the date the tax Wasvoriginaglly due and payable until the
13 date of actunal payment. If the failure to pay any such tax when due is ex-
14 plained to the satisfaction of the commissioner, he may remit or waive the
15 payment of any interest charge in excess of the rate 0f one-half of one per

16 centum (%4 %) per month.

»

17 (b) Except in the case of a willful, false or fraudulent return with in-
18 tent to evade the tax, the amount of tax due under any return duly made
19 under this act shall be finally dreter"mined by the coiﬁmissioner within five
20 years after such return shall have been filed.

1 11. The act of which this act is amendatory and supvplementary is
2 amended by adding a new section, numbered 19:2, to read as follows:

3 19:2. (a) Any aggrieved taxpayer may, within three months after any

4 decision, order, finding, assessment or action of the commissioner made pur-




9
5 suant to the provisions of this act, appeal therefrom to the Division of Tax
6 Appeals, by filing a petition of appeal with said division in the manner and
7 form preseribed by the said division and on giving security, approved by the
8 commissioner, conditioned to pay the tax heretofore levied, if the same re-
9 mains unpaid, with interest and costs.

10 (b) No such appeal shall stay the collection of any tax or the enforce-

" 11 ment of the same by entry as a judgment, unless by order of such division,

12 and then only after security approved by the commissioner or said division
13 has been furnished to the commissioner. The judgment or order of the Divi-
14 sion of Tax Appeals respecting any matter arising under the provisions of
15 this subtitle may be reviewed by certiorariin the same manner as other judg-
16 ments of said division.

1 12. This act shall take effect immediately, and shall apply to taxes due
2 and payable in the year one thousand nine hundred and forty-seven and

3 thereafter.
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STATE OF NEW JERSEY

INTRODUCED AUGUST 23, 1948
By Mr. MACKEY
Referred to Committeé on Taxation

Ax Act to amend ‘“An act to provide for the imposition of a franchise tax upon
certain corporations and for the distribution- of the proceeds there.of, rei)eal-
ing sections 54:13-1 through 54:13-8 and c}%apter thirty-two-A of Title 54, |
of the Revised Statutes, and making an appropriation for the adlpinistra-
tion of such tax,”” approved April thirteenth, one thousand nine hundred

and forty-five (P. L. 1945, e. 162).

1 Be 11 ENAC:.I‘ED by the Senate and Gencral Assembly of the State of New
2 Jersey: |

1 1., Section. four of the act of which this act is amendatory 1s a‘mended
2 to 'read as follows:

3 4. For the purposes of tizis act, unleés the context requires a different.
4 meaning:

5 (aj ““Commissioner”’ shall rﬁean the dire;ztor of the division of taxation
6 of thé State Dep.artment of Taxation and Finance.

T (b) ““Allocation factor’’ shall mean the proportionate part of a tax'-

8 payer’s net worth used to determine a measure of its tax under this act.

9  (c¢) ““Corporation’’ shall mean any corporation, joint-stock company or

10 association and any business conducted by a trustee or trustees wherein
11 interest or ownership is evidenced by a certificate of interest or ownership

12 or similar written instrument,

2
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(d) ““Net worth' shall mean the aggregate of the values disclosed by
the books of the corporation for (1) issued and outstanding capiial stock,
(2) paid-in or capital surplus, (3) earned surplus and undivided profits, (4)
surplus reserves which can reasonably be expected to accrue to holders or
owners of equitable shares, not inclading reasonable valuation reserves,
such as reserves for depreciation or obsolescence or depletion, and (5) the
amount of all indebtedness owing directly or indirectly to holders of ten per
centum (109) or more of the aggregate outstanding shares of the taxpayer’s
capital stock of all classes, as of the close of a calendar or fiscal year. How-
ever, if in the opinion of the commissioner, the corporation’s books do not
disciose fair valuations the commissioner may make a reasonable determina-
tion of the net Wort’h which, in his opinion, would reflect the fair value of the
assets carried on the books of the corporation, in accordance with souﬁd
accounting principlés, and such determination shall be used as net worth for
the purpose of this act.

{e) ‘““Indebtedness owing directly or indirectly’’ shall include, without
].imitatioﬁ thereto, all indebtedness owing to, any stockholder or sharcholder

and to niembers of his immediate family where a stockholder and members

of his immediate family together or in the aggregate own ten per centum

(10%) or more of the aggregate outstanding shares of the taxpayer’s capital
stock of all classes.

- (f). ““Investment company’’ shall mean any corporation whese business
during the period covered by its report consisted, to the extent of at least
ninety per centum (90%) thercof of hoiding, 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
‘whichA: (1) is a merchant or a dealer of stocks, bonds and other securitics,
regularly engaged in buying the same and selling t'.hve 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, mortgages, notes.

patents, patent rights or other securities or consisting of cash on deposit
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during the pé,riod covered by its report: or (3) owned more than ten per
centum (109%) of either the aggregate outstanding shares of capital stock of
all' classes entitled to vote, or of the acgregate cutstanding shares of non-
voting capital stock, of any other corporation, during the period covered by
its report. |

(g) ““Regulated investment company’’shall mean any corporation which,
for a period covered by its report, is registered and regulated under the In-
vestment Company Act of 1940 (b4 Stat. 789), as amended.

(k) ““Taxpayer"’ shall mean any cofporation required to report
or to pay taxes, interest or penalties under this act. -

(i) “Fiscal year’” shall mean an accounting period ending on any
day other ‘1‘huﬁ the last day of December.

(j) ¢““Privilege year’” shall mecan the calendar year in and for
which a tax is payable ﬁnder this act.

2. Section five of the act of which this act is amendatory is amended to
read as follows:

5. The franeliise tax to be annually assessed to and paid by each tax-
payer shall be. measured by the greater of:: |

'(a.) that portion of its entire net worth as may be allocable to this State
as provided in section six; or

(b) that proportion of its entire net worth é.s the average vglue of its
total assets in this State during the' period covéred by its report is to the
average value of its assets everywhere during such period (for the purpdse
of which there shall be included as within this State all intangible personal
property of domestic corporations not having a business situs outside this
State, one-half of the value of such property having a business situs out-
side this State, and the éntire amount of the intangible personal prop“erty
of foreign corporations as would have a bﬁsiﬁess situs within this State for

the purpose of a property tax); at the rate of 8/10 of a mill per doilar .on the
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16 first one hundred million dollars ($100,000,000.00) of allocated nett WOI‘th;.
17 4/10 of a mill pér dollar on the second 111111(11'0(1 million dollars ($100,000,-
18 000.00) ; 3/10 of a mill per dollar on the third one hundred million dollars
19 ($100,000,000.00) ; and 2/10 of a mill per dollar on all amounts of allocated
20 net worth in excess of three hundred million dollars ($300,000,000.00).

21 (e) Provided, however, that the franchise tax to be annually assessed
22 to and paid by any investment company, other than a regulated investment
23 company, shall be measured by twenty-five per centum (25%), and in the
24 case of a regulated investment company by fifteen i)er centum (15%), of

25 its entire net worth, at the rates hereinabove set forth but in no case less

" 26. than one hundred dollars ($100.00), unless the vtaxpayer shall elect to re-

27 main taxable pursuant to any other subsection of this section.

28 (d) The tax assessed to any taxpayer pursuant to this act, not\w.rithstaI}Id-
29 ing the provisions of the preceding subsections of this section, shall not be
30 less than the greater of 2/10 of a mill per dollar of total assets .allf)cated to

31 this State in accordance with subsection (b) hereof, and twenty-five dollars

© 32 ($25.00) in the case of a domestic corporation, or'ﬁfty dollars ($50.00)' in

33 the case of a foreign corporation.

34 (e) In lieu of the tax imposed by subsections (a), (b), (¢) and (d) of

" 35 this section, any taxpayer, the value of whose total assets everywhere, less

36 reasonable reserves for depreciation, as of the close of the period covered
37 by its rgéport, amounts to less than one hundred thousand dollars ($100,-

38 000.00), may elect to pay the tax shown in the following table:

T e
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40
41
42

43

45

46

47

48

49

If total assets

are at least
$0
45,000
50,000
53,000

60,000 |
65,000
-70,000
75,000
80,000
85,006
QQ,OOO

95,000

But less
than

$45,000
50,000
55,000
60,000
65,000
70,000

75,000

80,000

85,000

~ 90,000

95,000

100,000

The tax shall be

For Domestic

Corporations
$25.00
28.00
32.00
35.00
38.00
41.00
45.00
48.00
51.00
54.00
58.00

61.00

5. This act shall take effect immediately.

For Foreign

Corporations
$50.00
50.00
50.00
50.00
50.00
50.00
50.00
50.00
51.00
54.00
58.00

61.00
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INTRODUCED MARCH 14, 1949
By Mr. CAVINATO
Referred to Committee on Veterans Affairs

Acr to amend the ‘‘Corporation Business Tax Act (1945),” as the same was
amended and supplemented by chapter fifty of the laws of one thousand

nine hundred and forty-seven.

Be 1t exactED by the Senate and General Assembly of-the State of New
Jersey:

1. Scction three of chapter one hundred sixty-two ‘of the laws of one

“thousand nine hundred and forty-five is amended to read as follows:

3. The following corperations shall be exempt from the ‘tax Imposed by
this act:

(a) corporations subject to a tax uuder the provisions of article two
of chapter thirtcen of Title 54 of the Revised Statutes, or to a tax assessed

upon the basis of gross receipts, other than the tax levied by the Veterans

Bonus Tax Law, or insurance premiums collected ;.

(b) [railway] railroad, canal or banking corporations, savings banks,

or building and loan or savings and loan associations;

(¢) cemetery corporations not conducted for pecuniary profit of any
private sharcholder or individual; '
(d) nonprofit c;n'porations, associations or organizations established,

organized or chartered, without capital stock, under the provisions of Titles

15, 16 or 17 of the Revised Statutes, or under a special charter or under any
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similav general or spectal law of this or any other S{ate, and not condueted

7 for pecuniavy profit of any private sharcholder or individual:

(e) corporations subjeet to a f;ax’ under the provisions of chapter four
of the laws of one thousand nine hundred and forty, or chapter five of the
laws of one thousand nine hundred and forty, or any statute or law im-
posing a similar tax or taxes.

2. Seetion six of chapter one hundred sixty-two of the laws of one thou-
sand nine hundred and foriy-five is amended to read as follows:

6. In the case of a taxpayer which maintains a regular place of business
outside thiz State other than a statutory office, the portion of its entire
net worth to be used as a measure of the tax impesed by section five (a) of
this act shall be determined b\ 11&11tip1y§11;;; such entire net worth bfy an al-
location factor which shall be the average of the fractions computed in
(A), (B) and (C) below, or of so many of them as may be applicable, ‘that
1s:

(A) Tlie average value of the taxpaver’s réal' and tangible personal
proverty within the State d"uring the period covered by its report divided
by the average value of all the taxpayer’s real and tangible personal prop-
erty wherever situated during such period;

(B) The veceipts of the taxpaver, computed  on the cash or accrual

basis according to the method of accounting used in the computation of its

.

net income for I'ederal tax purposes, arising during such period from
(1) sales of its tangible personal property located within [the]

this State at the time of the reeccipt of or appropriation to the orders

where shipments are made to points within this State, .

[(2) sales of any such property not located at the time of the re-
ceipt of or appropriation to the orders at any permanent or continuous
place of business maintained by the taxpayer without the Siate, where

the orders were reccived or aceepted within the State,]
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(2) =ales of tangible persenal property loeated within this State

at the time of the receipt of or appropriation to the orders where

shipment is made to points outs’de of the State and sales of tangible

personal property located without the State at the time of the receipt of

or appropriation to the ovders where shipment is made to points within

the State, but only to the extent of fifty per centum (50%) of the re-

ceipts from the sales referred to in this subsection (2),

(3) sales of any such property not located at the time of the re-

ceipt of or appropriation to the orders at any permanent or continuous

place of business maintained by the taxpaver without the State, where

the orders were received or accepted within the State, but only to the

extent of fifty per centum (50% ) of the receipts from the sales referred

to 11 this zubszeetion (3). Ior the purposes of this subsection (3), an

order shall be deemed received or accepted within the State if it has

been received or accepted by an cinployee, agent, agency or independ-

ent contractor chiefly situated at. connected with, by contract or other-

7
v

wise, or sent out from a permaunent or continuous place of business of

the taxpayer within the State,

(3)1 (4) services performed within the State,
[(4)] (5) rventals from property situated, and royalties from the
use of patents or copyrights, within the State,

. [(5)1 (6) all other business rccpipté carned within the State,

divided by the total amount of the taxpuyver’s receipts, similarly computed,

arising during such period from all sales of its tangible personal property, .

services, rentals, royalties and all otiier business receipts, whether within
or without the State;

() The total wages, salaries and other personal service compensation,

similarly computed, during such period ot officers and employees within the

State divided by the total wages, salaries and other personal serviee com-
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pensation, similarly computed, during such perviod of all the taxpayer’s of-
ficers and (~111p10§095 within and without the State.

In the case of a taxpayer which does not maintain a regular place of
business outside this State other tham a statufory office, the allocation factor
shall be one hundred per centum (10096).

3. Section eight of chapter one hundred sixty-two of the laws of one thou-
sand nine hundred and forty-five is amended to read as follows:

8. If it shall appear to the commissioner that an allocation factor de-
termined pursuant to section six does not properly '1'eﬂect the activity, busi-

ness, receipts or capital of a taxpayer reasonably attributable to the State,

he may adjust i,t by : ;
(a) }excluding‘ one or more of the facto;'s therein;
~(b) il.lchldilig one or more other f:actors, such as expenses, purchases,
contract values ‘(minus subcontract values);

(e) exeluding one or more assets in computing entire net worth; or

(d) applying any other similar or different n'lethod.caleulated to affect
a fair and. proper allocation according to the receipts, activity, business and
capital 1j0asmlabiy aftributable to the State.

[ The'commissioner shall from time to time publish his rulings with re-

spect to any application of the provisions of this seetion.] Nothing herein .

‘shall be construed to require or permit the commissioner to adjust an alloca-

tion factor deterﬁﬁned pursuant té section five (b).

4. Section fourteen of chapter one hundred sixty-two of the laws of one
thousand nine hundred and forty-five is amended to read as follows:

14. (a) The commissioner may by general rule or by special notice re-

quire any taxpayer to submit copies or pertinent extracts of its Federal in-

come tax returns, or of any other tax return made to any agency of the Fed-

.eral Government, or of this or any other State, or of any statement or regis-

tration made pursuant to any State or [Federal law pertaining to securities

or securities exchange regulation.
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(b) The ecommissioner may require all taxpayers to keep such records

as he may preseribe, and he may require the prodnetion of hooks, papers,

documents and other data, to provide or secure information pertinent to the

determination of the tax heveunder and the enforcoment and eolleeiion

thereof. The commissioner may, also, hy general rule or by special notice

require any taxpaver to make and file information returns, under oath, of

facts pertinent to the determination of the tax or liability for tax hereunder,

pursuant to such regulations, at such times and in such form and manner

and to such extent as he may preseribe pursuant to law.

5. Section ten of chapter fifty of the laws of one thousand nine hundred
and forty-seven is amended to read as follows:
'19.1. (a) After a final return in due form is filed, the' commissioner

shall cause the same to be examined and may make such further audit or

investigation or reaudit as he may deem necessary, and if therefrom he shall

determine that there is a deficiency with respect to the payment of any tax
due under this aci, he shall assess or r(-.atssess the additional taxes, penalties
and interest due the State, give notice of sgch assessment or reassessment to
the taxpay.er, and make demand upon him for pavment. There shall be
added to the amount of any deficiency assessment or reassessment interest at
the rate of one per centum (1%) for cach month or fraption thereof to be

calcu.l:\ted from the date the tax was originally due and payable until the

date of actual payment. [If the failure to pay any such tax when due is ex-

plained to the satisfaction of the commissioner] If the commissioner is

satisfied that the said deficiency was not due to fraud or evasion, he may re-

mit or waive the payment of any interest charge in excess of the rate of one-

half of one per eentum (%% of 19%) per month.

(h) [Excopt in the case of a willful, false or fraudulent return with in-
tent to evade the tax, the amount of tax due under any return duly, made

under this act shall be finally determined by the commissioner within five

“years after such return shall have been filed.]  Iixeept in the case of a will-

i S C T,
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22 fully false or fraudulent retuwrn with intent to evade the tax, no assessment

23 of additional tax shall be made after the expiration of more than five years

24 from the date of the filing of a return; provided, that where no return has

s 25 been filed as provided by law, the tax may be assessed at any time. Where,
}

A 26 before the expiration of the period prescribed herein for the assessment of
27 an additional tax, a taxpaver has consented in writing that such period may
3 28 be extended, the amount of such additional tax due may be determined at
L 29 any time within such extended period. The period so extended may be fur-
£ -

B 30 ther extended by subsequent consents in writing made before the expiration
X '

31 of the extended period.

32 (¢) The directer is authorized to enter into a written agreement with

33 any taxpayer relating to the liability of such taxpayer in respect of any tax,

AT TN T
I
-

34 fee, penalty or interest herctofore or hereafter imposed by this act, which

35 agreement shall be final and conclusive, and except upon a showing of fraud,

36 malfeasance, or misrepresentation of a material fact:

37 (a) the case shall not be reopened as to the matters agreed upon or
38  the %1'g1‘e0111ent modified, by any officer, employee, or agent of this State,
39 ian_d
40 (b) in any suit, action, or proceeding, such agreement, or any de-
; )

41 termination, assessment, collection, payment, cancellation, refund or

R,

42 credit made in accordance therewith, shall not be annulled, modified, set
‘ 43 aside or disregarded.

|

: 1 . 6. Sections one, three, four and five of this act shall take effect im-

L' 2 mediately; section two shall take effect with respeect to and shall apply to
. L
3 the taxes due and payable in the privilege vear one thousand nine hundred

4 and fifty and each year thereafter.

STATEMENT
This hill would conform the Corporation Business Tax Aect (1945) to the pro-

‘posed Veterans Bonus Tax Law (Assembly Bill No. 50).
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INTRODUCED MARCH 14, 1949
By Mr. CAVINATO
Referred to Committee on Veterans Affairs

Ax Acr to amend the “Corporation Business Tax Act (1945),’’ as the same was
amended and supplemented by chapter fifty of the laws of one thousand

nine hundred and forty-seven.

1 BE IT ENACTED by the Senate and General Assembly of the State bf New
2 Jersey:
1 1. Section three of chapter one hundred sixty-two of the laws of one

2 thousand nine hundred and forty-five is amended to read as follows:

3 3. The following corporations shall be exempt from the tax imposed by
4 this act:
5 (a) corporations subject to a tax under the provisions of article two

6‘ of chapter thirtgen of Title 54 of the Revised Statutes, or to a tax assessed

7 upon the basis of gross receipts, other than the tax lévied by the Veterans

8 Bonus Tax Law, or insurance premiums collected;

9 (b) railroad; canal or banking corporations, savings banks, or
10 building and loan or savings and loan associations;

11 (¢) cemetery corporations not conducted for pecuniary profit of any

- 12 private shareholder or individual;

13 (d) ﬁonproﬁt corporations, associations or organizations established,

14 organized or chartered, without capital stock, under the provisions of Titles

15 15, 16 or 17 of the Revised Statutes, or under a special charter or under any

T T



2
16 similar 'general or special law of this or any other State, and not conducted
17 for pecuniary pi‘oﬁt of any private sharcholder or individual;
18 (e) eorporations subject to a tax under the provisions of chapter four
19 of the laws of one thousand nine hundred and forty, or chapter five of the
20 laws of one thousand nine hundred and forly, or any statute or law im-
21 posing a similar tax or faxes.
1 2. Section six of chapter one hundred sixty-two of the laws of one thou-
2 sand nine hupdred and forty-five is amended to read as follows:
3 6. In the case of a taxpayer which maintains a'regular place of business
4 outside this State other than a statntory office, the portion of its entire
"5 net wortl to be used as a measure of the tax imposed by section five (a) of
6 this act shall Be determined by multiplying such entire net worth by an al-
7 location factor which shall be the average of the fractions compufed in
8 (A), (B) and (’C) below, or of so many of them as may be applicable, that
9 is:
10 ‘(A) The average value of the taxpayer’s real and tangible personal
11 proﬁerty Wi‘chin‘ the State during the period covered by its report divided
12 by the average value of all the taxpayer’s real and tangible personal prop-
13 erty m*hérever situated during such period;
14 (B) The receipts of the taxpayer, computed on the cash or acerual
15 basis according to the method of accounting used in the computation of its

- 16 net income for Federal tax purposes, arising during such period from

17 (1) sales of its tangible personal property located within this
18 . State at the time of the recéipt of or appropriation to the orders
9-23 where shipments are made to points within this State, -

24 ' (2) sales of tangible personal property located within this State
25 at the time of the receipt of or appropriation to the orders where
‘,‘26_ shipment is made to points outside of the State and sales of tangible

7 personal property located without the State at the time of the receipt of
28 or appropriation to the orders where shipment is made to points within
29 the State, but only to the extent of ﬁfty per centum (50%) of the re-

| 30 ceipts from the sales referred to in {his subsection (2),
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31 (3) sales of any such property not located at the time of the re-
32 ceipt of or appropriation to the orders at any permanent or continuous
33 place of business maintained by the taxpayer without the State, where
34 the orders were received or accepted within the State, but only to the
35 extent of fifty per centum (509 ) of the receipts from the sales referred
36 to in this subsection (3). For the purposes of this subsection (3), an

37 order shall be deemed received or accepted within the State if it has

38 been received or accepted by an employee, agent, agency or independ-
39 ent contractor chiefly situated at, connected with, by contract or other-
40 wise, or sent out from a permanent or continuous place of business of

41 the taxpéyer'within the State,

42 - (4) services performed within the State, -

43 ‘ (5) rentals from property situated, and royalties from the
44 = use of patents 6r copyrights, within the State, .

45 (6) all other business receipts earned within the State,

.46 divided by the total amount of the taxpayer’s receipts, similarly computed,

47 arising during such period from all sales of its tangible personal property,
48 services, rentals, royalties and all other business receipts, whether within
49 or xf'ithqut.the State;

50 ' (C) The total wages, salaries and other personal service compensation,

51 similarly computed, during such period of officers and employees within the

52 Stat'e divided by the total wages, salaries and other pérsonal service com-

53 p.ensation, similarly computed, during such period of all the taxpayer’s of-
54 ficers and employees within and without the State.

95 | In the case of a taxpayer which does not maintain a fegular place of
56 business outside this State other than a statuto;'y office, the allocation factor

57 shall be one hundred per centum (100%).

.v 1 3. Section eight of chapter one hundred sixty-two of the laws of one thou-

2 sand nine hundred and forty-five is amended to read as follows:
3 8. If it shall appear to the commissioner that an allocation factor de-

4 termined pursuant to section six does not properly reflect the activity, busi-

AT S el o 1 e s e
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5 ness, receipts or capital ofl a taxpayer reasonably attributable to the State,
6 he may adjust it by:
7 (a) excluding one or more of the factors therein;
8 (b) including one or more other factors, such as expenses, purchases,
9 contract values (minus subcontract values);
10 (¢) excluding one or more assets in computing entire net worth; or
11 (d) applying any other similar or different metﬁod calculated to affect
12 a fair and proper allocation accerding to the receipts, activity, business and
13 capital reasomably attributable to the State.

14 Nothing herein shall be construed to require or permit the commissioner

15-17 to adjust an allocation factor determined pursuant to section five (b).

1 4. Section fourteen of chapter one hundred sixty-two of the laws of one
2 thousand nine hundred and forty-five is amended to read as follows:

3 14. (a) The Fiommissioner may by general rule or by special notice re-
4 quire anfr taxpayer to submit copies or pertinent extracts of its Federal in-
5 come tax returns, or of any other fax return made to any agency of the Fed-
6 cral Government,lor of this or any other State, .or of any statement or regis-
7 tration made pursuant to any State or Féderal law pertaining to securities
8 or éecurities’ exchange regulation. '

9 (b) The commissioner may require all taxpayers to keep such records

" 10 as he may prescribe, and he may require the production of books, papers,

11 docqrﬁents and other data, to provide or sécure information pertinent to the
12 determination of the tax heréunder and the enforcemenf and colleétion
13 thereof. The commissioner may, also, by generai rulg or by special notice
14 require any taxpayer to make and file information. returns, under oath, of
15 facts pertinent to the de'termination of the tax or'liability for tax hereunder,
16 pursua-nt 'to such regulations, at such times and in such form and manner

17 and to such extent as he may prescribe pursuant to law.
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1 5. Section ten of chapter fifty of the laws of one thousand nine hundred
2 and forty-seven is amended to read as follows: | |
3 19.1. (a) After a final return in dve form is filed, the commissioner
4 shall cause the same to be examined and may make such further audit or
5 investigation or reaudit as he may deem necessary, and if therefrom he shall
6 determine that there is a deficiency with respect to the payment of any tax
7 due under this.act, he shall assess or reassess the additional taxes, penalties
8 énd iﬁterest due the State, give notice of such assessment or reassessment to
9 the taxpayer, and make demand upon him for payment. There shall be
10 added to tﬂe amount of any deficiency asséssment or reassessment intergst at
11 the réte of one per centum (1%) for each month or fraction thereof to be
12 calculated from the date the tax was originally due and payable until the
13 date of actual payment. If the commissioner is satisfied that the said de-
14 ficiency was an due to fraud or evasion, he may remit or waive the pay-
15 ment of any interest charge in excess of the rate of one-half of one per

16 centum (¥4 of 1% ) per month.

17 (b) 'Except in the case of a willfully false or fraudulent return

18 with intent to evade the tax, no assessment of additional tax shall

19 be made after the expiration of more than five years from the date

20-24 of the filing of a return; provided, that where no return has

25 been filed as provided by law, the tax may be assessed at any time. Where,
26 before the expiration of the period prescribed herein for the assessment of -
27 an additional tax, a taxpayér has consénted in writing that such perivod may
28 be eitended, the amount of such additional tai due may be determined at
29 any time within such extended period. The beriod so extended may be fur-
30 ther egtended by subsequent consents in writing made before the expiration
31 of the extended period.

32 (¢) - The director is authorized to enter into. a written :;greeme'nt Wﬁh
33 any taxpayer relating to the liélbiiity of such taxpayer in respect of any tax,

34 feé, penalty or interest herctofore or hereafter imposed by this act, which
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35 agreement shall be final and conclusive, and except upon a showing of frand,

36 malfeasance, or misrepresentation of a material fact:

37
38
39
40
41
42
43

1

(a) the case shall not be reopened as to the matters agreed upon or
the agreement modified, by any officer, employec, or agent of this State,
and

(b) in any suit, action, or proceeding, such agreement, or any de-
termination, assessment, collection, payment, cancellation, refund or
credit made in acecordance therewith, shall not be annulled, modified, set
aside or disregarded.

6. Sectiens one, three, four and five of this act shall take effect im-

2 mediately; section two shall take effect with respect to and shall apply to -

3 the taxes due and payable in the privilege year one thousand nine hundred

4 and fifty and each year thereafter.
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ASSEMBLY, No. 535

= OF NEW JERSEY

INTRODUCED MARCH 16, 1953

By Messrs. THOMAS and MACKEY |
Referred to Committee on Corporations

Ax Acr to amend ‘“An act to provide for the imposition of a franchise tax upon
certain corporations and for the distribution of the proceeds thereof, repeal-
ing sections 54:13-1 through 54:13-8 and chapter thirty-two-A of Title 54,
of the Revised Statutes, and making an appropriation for the administra-
tion of such tax,”’” approved April thirteenth, one thousand nine hundred

and forty-five (P. L. 1945, c. 162).

1 BE 1T ENACTED by the Senate and General Assembly of the State of New
2 Jersey:

1 1. Section five of the act of which this act is amendatory is amended to
2 read as follows:

3 5. The franchise tax to be annually assessed to and paid by each tax-
4 payer shall be measured by the greater of:

5 (a) that portion of its entire net worth as may be allocable to this State
6 as provided in section six; or

7 (b) that proportion of its entire net worth as the average value of its
8 total assets in this State during the period covered by its report is to the
9 average value of its assets everywhere during such period (for the purpose
10 of which there shall be included as within this State all intangible personal
11 property of domestic corporations not having a business situs outside this
12 State, one-half of the value of such property having a business situs out-

13 side this State, and the entire amount of the intangible personal property



9
14 of foreign corporations as would have a business situs within this State
15 for the purpose of a property tax); at the rate of %o of a mill per dollar on

16 the first one hundred million dollars ($100,000,000.00) of allocated net worth;

17 %o of a mill per dollar on the second hundred million dollars ($100,000,-

18 000.00); %0 of a mill per dollar on the third one hundred million dollars

19 ($100,000,000.00); and %o of a mill per dollar on all amounts of allocated

20 net worth in excess of three hundred million dollars ($300,000,000.00).

21 (¢) Provided, however, that the franchise tax to be annually assessed

22 to and paid by any investment company, other than a regulated investment

23 company, shall be measured by twenty-five per centum (25%), and in the

24 case of a regulated investment company by fifteen per centum (15%) of its

25 entire net worth, at the rates hereinabove set forth but in no case less than

26 one hundred dollars ($100.00), unless the taxpayer shall elect to remain tax-

27 able pursuant to any other subsection of this section.

28 (d) The tax assessed to any taxpayer pursuant to this act under subsec-

29 tions (a) and (b) [, notwithstanding the provisions of the preceding sub-

30 seotions] of this section, shall not be less than the greater of %o of a mill

31 per dollar of total assets alloca}ce‘d to this State in accordance with subsec-

32 tion (b) hereof, and twenty-five dollars ($25.00) in the case of a domestic

33 corporation, or fifty dollars ($50.00) in the case of a foreign corporation.
84 (e) Tn lieu of the tax imposed by subseetions (a), (b), (c) and (d) of
35 this section, any taxpayer, the value of whose total assets everywhere, less

36 reasonable reserves for depreciation, as of the close of the period covered

37

38 000.00), may elect to pay the tax shown in the following table:

by its report, amounts to less than one hundred thousand dollars ($100,- }

(14
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¢ Subse
" fixed all:
orth and
teen per
; of the

j ch assets
dinary
‘bsection

an an
d every

ésured k

bsection (




3 State

llar on
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dollars
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0).
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stment

in the’

) of its
3s than

in tax-

subsec-

g sub-
a mill
subsee-
mestie
tion.

(d) of
e, less
yvered

($100,-

If total The tax shall be

assets But less For Domestic For Foreign

are at least than Corporations Corporations
39 $0 $45,000 $25.00 $50.00
40 45,000 50,000 28.00 50.00
41 50,000 55,000 3200 50.00
42 55,000 60,000 35.00 50.00
43 60,000 65,000 38.00 50.00
44 65,000 70,000 41.00 50.00
45 70,000 75,000 45.00 - 50.00
46 75,000 80,000 48.00 50.00
| 47 80,000 85,000 51.00 51.00
48 85,000 90,000 5400 54.00
49 90,000 95,000 58.00 58.00
50 95,000 100,000 61.00 61.00

1 2. This act shall take effect immediately.

STATEMENT

Subsection (¢) was originally intended to give to an investment company

i 3 fixed allocation percentage of twenty-five per centum (256%) of its entire net
| worth and to a regulated investment company a fixed allocation percentage of

fifteen per centum (15%) of its entire net worth regardless of assets or activ-

ity of the taxpayer in New Jersey and without requiring taxpayer to allocate

| such assets and activity under the statutory allocation formulae applicable to

ordinary business corporations. However, the practical effect of the present

. subsection (d) is to subject nearly every investment company to a tax greater

than an amount measured by twenty-five per centum (25%) of its net worth

and every regulated investment company to a tax not less than an amount
measured by twenty-five per centum (25%) of its net worth, unless such in-
vestment company or regulated investment company elects not to file under

subsection (c¢) and remain taxable under the other subsections of section 5.



4

This bill is designed to secure for taxpayers which elect and qualify under

the categories enumerated in subsection (c) the fixed respective percentages off

. allocation of entire net worth therein prescribed.
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ASSEMBLY, No. 535

fl STATE OF NEW JERSEY

INTRODUCED MARCH 16, 1953

By Messrs. THOMAS and MACKEY
Referred to Committee on Corporations

Ax Acr to amend ‘“An act to provide for the imposition of a franchise tax upon
certain corporations and for the distribution of the proceeds thereof, repeal-
ing sections 54:13-1 through 54:13-8 and chapter thirty-two-A of Title 54,
of the Revised Statutes, and making an appropriation for the administra-
tion of such tax,’”’ approved April thirteenth, one thousand nine hundred

and forty-five (P. L. 1945, c. 162).

1 Br 11 ENaCTED by the Senate and General Assembly of the State of New
2 Jersey:

1 1. Section five of the set of which this act is amendatotry is amended to
2 read as follows:

3 5. The franchise tax to be ammually assessed to and paid by each tax-
4 payer shall be measured by the greater of:

) (a) that portion of its entire net worth as may be allocable to this State
6 as provided in seection six; or

7 (b) that proportion of its entire net worth as the average value of its
8 total assets in this State during the period covered by its report is to the
9 average value of its assets everywhere during such period (for the purpose
10 of which there shall be included as within this State all intangible personal
11 property of domestic corporations not having a business situs outside tlﬁs
12 State, one-half of the value of such property having a business situs out-

13 side this State, and the entire amount of the intangible personal property



9.
14 of foreign corporations as would -have a business situs within this State §
15 for the purpose of a property tax); at the rate of %o of a mill per dollar on
16 the first one hundred million dollars ($100,000,000.00) of allocated net worth; | “
17 %o of 4 mili per dollar on the second hundred million dollars ($100,000,- -
18 000.00) ; %o of a mill per dollar on the third one hundred million dollars ‘
19 ($100,000,000.00); and %o of a mill per dollar on all amounts of allocated ;
20 net worth in excess of three hundred million dollars ($300,000,000.00). |
21 (¢) Provided, however, that the franchise tax to be annually assessed
22 to and paid by any invesfment ‘company, other than a regulated investment ]
23 company, shall be measured by twenty-five per eentum (25%), and in the »
24 case of a regulated investment company by fifteen per centum (15%) of its |
25 entire net worth, at the rates hereinabove set forth but in no case less than /
26 one hundred dollars ($100.00), unless the taxpayer shall elect tovremain tax-
27 able pursuant to any other subsection of this section. |
28 (d) The tax assessed to any taxpayer pursuant to this act uﬂder subsec- “
29 tions (a) and (b) of this section, shall not be less than the greater of %, of a ‘
30-31 mill per dollar of total assets allocated to this State in accordance with subsec-
32 tion (b) hereof, and twenty-five dollars ($25.00) in the case of a domestic
33 corporation, or fifty dollars ($50.00) in the case of a foreign corporation. |
34 (e) In lieu of the tax imposed by subsections (a), (b), (¢) and (d) of ',
35 this section, any taxpayer, the value of whose total assets everywhere, less |
36 reasonable reserves for depreciation, as of the close of the period covered 1

37 by its report, amounts to less than one hundred thousand dollars ($100,-

38 000.00), may elect to pay the tax shown in the following table:
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than

$45,000
50,000
55,000
60,000
65,000
70,000
75,000
80,000
85,000
90,000
95,000

100,000

The tax shall be

For Domestic

Corporations

$25.00
28.00
32.00.
35.00
38.00
41.00
45.00
48.00
51.00
54.00
58.00

61.00

2. This act shall take effect immediately,

For Foreign

Corporations
$50.00
50.00
50.00
50.00
50.00
50.00
50.00
50.00
51.00
54.00
58.00

61.00
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STATE OF NEW JERSEY

E INTRODUCED APRIL 5, 1954
By Mr. BARNES
Referred to Committee on Judiciary

4 Ax Acr to amend the ‘‘Corporation Business Tax Aect (1945),”’ approved

April 13, 1945 (P. L. 1945, c. 162), as amended.

; 1 Br 1r mNacTED by the Senate and General Assembly of the State of New
i 2 Jersey:
1 1. Section 5 of the act of which this act is amendatory is amended to

2 read as follows:
3 5. The franchise tax to be annually assessed to and paid by each tax-

4 payer shall be measured by the greater of :

5 (a) that portion of its entire net worth as may be allocable to this
6 State as provided in section 6; or

.7_ (b) that proportion of its entire net worth as the average value of
8 its total assets in this State during the period covered by its report is
9 tio the average value of its assets everywhere during such period (for

10 the purpose of which there shall be included as within this State all in-

11 tangible personal property of domestie corporations not having a busi-
‘12 ness situs outside this State, 14 of the value of such property having a
13 business situs outside this State, and the entire amount of the intangible
14 personal préperty of foreign corporations as would have a business situs

15 within this State for the purpose of a property tax);




2

16 at the rate of [8/10 of a mill] 7 and 6/10 mills per dollar on the first

17 $100,000,000.00 of allocated net worth; 4/10 of a mill per dollar on the second

- 18 $100,000,000. 0() 3/10 of a m111 per dollar on. the third $100,000, 000 005 an.d‘

19 2/10 of a m111 pe1 dollar on all amounts of allocated net worth in excess of

20 $300,000,000.00.

21
22
23
24
25
26

27

29

30

31

32

33

37

(¢c) Provided, however, that the franchise tax to be annually assessed
to and paid by any investment company, other than a regulated invest-
ment company, shall be measured by 25%, and in the case of a regulated
investment company by 15% of its entire net worth, at the rates herein-
above set forth but in no case less than [$100.00] $200,00, unless the
taxpayer shall elect to remain taxable pursuant to any other subsection
of this section.

(d) The tax asséssed to any taxpayer pursuant to this act under sub-
sections (a) and (b) of this section shall not be less than the greater of
[2/10] 4/10 of a mill per dollar of total assets allocated to this State in
accordance with subsection (b) hereof, and $25.00 in the case of a doines-
tie corporaﬁon, or $50.00 in the case of a foreign corporation.

(e) In lieu of the tax i‘mposed by subsections (a), (b), (¢) and (d) of
fhis section, any taxpayer, the \?élue of whose total assets everywhere,

less reasonable reserves for depreciation, as of the close of the period

' covered by its repoxt amounts to less than $100,000.00, may elect to pay

the tax shown in the following table:




[If total [The tax shall be
assets . [But less For Domestic For Foreign
are at least] than} Corporations Corporations]
38 [ % $45,000 $25.00 $50.00]
39 [45,000 50,000 28.00 50.00]
40 [50,000 55,000 32.00 50.00]
41 [55,000 60,000 35.00 50.00]
49 [60,000 65,000 38.00 50.00]
43 [65,000 70,000 41.00 50.00]
44 [70,000 75,000 45.00 50.00]
45 [ 75,000 80,000 48.00 50.00]
| 46 [80,000 85,000 51.00 51.00]
f 47 [85,000 90,000 54.00 54.00]
48 [90,000 95,000 58.00 58.00]
49 [95,000 100,000 61.00 61.00]
|
;i

S ST S

grom

R

|




If total The tax shall be'
assets But less For Domestic For Foreign
are at least ~ than Corporations Corporations
50 g0 $24,000 $25.00 $50.00°
51 24,000 28,000 30.00 50.00
H2 *28,000 32,000 35.00 50.00 .
53 32,000 36,000 40.00 50.00°
54 36,000 40,000 " 45.00 50.00 3
55 40,000 44,000 £ 50.00 50.00
56 44,000 48,000 55.00 55.00
57 48,000 52,000 6000 60.00
58 52,000 56,000 " 65.00 65.00
59 56,000 60,000 20.00 70.00
60 60,000 64,000 75.00 75.00
61 64,000 68,000 8000 80.00
62 68,000 72,000 85.00 85.00
63 79,000 26,000 90.00 90.00
64 76,000 80,000 95.00 95.00
65 80,000 84,000 100.00 100.00
66 84,000 88,000 105.00 105.00
67 88,000 92,000 110.00 110.00
68 92,000 96,000 115.00 115.00
69 96,000 100,000 120.00 120.00

1 2. This act shall take effect Janunary 1, 1955, provided that it shall be
2 inoperative unless and until the ‘“State School Aid Act of 1954’’ as intro-

3 duced in the current session of the Legislature shall be enacted.

STATEMENT
This bill is one of a series intended to carry out the recommendations of the

Seventh Report of the Commission on State Tax Policy, submitted March 22,

1954.
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ADOPTED MAY 24, 1954

Ax Acr to amend the *‘Corporation Business Tax Aect (1945),”” approved

April 13, 1945 (P. L. 1945, ¢. 162), as amended.

1 BE 1T ENACTED by the Senate and General Assembly of the State of New
2 Jersey:

1 1. Section 5 of the act of which this act is amendatory is amended to
2 read as follows:

3 5. The franchise tax to be annually assessed to and paid by each tax-

4 payer shall be measured by the greater of:

5 (a) that portion of its entire net worth as may be allocable to this
6 State as provided in section 6; or

7 (b) that proportion of its entire net worth as the average value of
8 its fotal assets in this State during the period covered by its report is
9 to the average value of its assets everywhere during such period (for

10 the purpose of which there shall be included as within this State all in-

11 tangible personal property of domestic corporations not having a‘ busi-
12 ness situs outside this State [, 4] 40% of the value of such property hav-
13 ing a business situs outside this State, and the entire amount of the in-
14 tangible personal property of foreign corporations as would have a busi-

15 ness situs within this State for the purpose of a property tax); at the
16 rate of [8/10 of a mill] 2 mulls per dollar on the first $100,000,000.00 of
17 allocated net worth; 4/10 of a mill per dollar on fhe second $100,000,-

18 000.00; 3/10 of a mill per dollar on the third $100,000,000.00; and 2/10




19
20
21

22

27
28
29
30
31

32

328
33
34
35
36

37

p)
of a mill per dollar on all amounts of allocated net worth in excess of
$300,000,000.00.

(e¢) Provided, however, that the franchise tax to be annually assessed
to and paid by any investment company, other than a regulated invest-
ment company, shall be measured by 25%, and in the case of a regulated ~
investment company by 15% of its entire net worth, at the rates herein-
above set forth but in no case less than [$100.00] $250.00, unless the
taxpayer shall elect to remain taxable pursuant to any other subsection
of this section.

(d) The tax assessed to any taxpayer pursuant to this act under sub-
sections (a) and (b) of this section shall not be less than the greater of
[2/10] 5/10 of a mill per dollar on the first $100,000,000.00 and 2/10 of
a mill per dollar on all amounts wn excess of $100,000,000.00 of total as-
sets allocated to this State in accordance with subsection (b) hereof, and
$25.00 in the case of a domestic corporation, or $50.00 in the case of a for-
eign corporation.

(e) Inlieu of the tax imposed by subsections (a), (b), (¢) and (d) of
this section, any taxpayer, the value of whose total assets everywhere,

less reasonable reserves for depreciation, as of the close of the period

covered by its report, amounts to less than $100,000.00, may elect to pay

the tax shown in the following table:




38

40

41

42

43

44

46

47

48

49

[If total
assets

are at least]

[ %0
[45,000
[50,000
[55,000
[60,000
[65,000
[70,000
[75,000
[80,000
[85,000
[90,000

[95,000

[But less
than]

$45,000
50,000
55,000
60,000
65,000
70,000
75,000
80,000
85,000
90,000
95,000

100,600

[The tax shall be

For Domestic
Corporations

$25.00
28.00
32.00
35.00
38.00
41.00
45.00
48.00
51.00
94.00
98.00

61.00

For Foreign
Corporations]

$50.00]
50.00]
50.00]
50.00]
50.00]
50.00]
50.00]
50.00]
51.00]
54.00]
58.00]
61.00]




If total The tax shall be
assets But less For Domestic For Foreign
are at least than Corporations Corporations
50 $0 $20,000 $25.00 $50.00
504 20,000 24,000 31.00 50.00
51 24,000 28,000 37.00 50.00
52 28,000 32,000 43.00 50.00
53 32,000 36,000 49.00 50.00
54 36,000 40,000 55.00 55.00
55 40,000 44,000 61.00 61.00
56 44,000 48,000 67.00 67.00
57 48,000 5;2,000 73.00 73.00
58 52,000 56,000 79.00 79.00
59 56,000 60,000 85.00 85.00 |
60 60,000 64,000 91.00 91.00
61 64,000 68,000 97.00 97.00
62 68,000 72,000 : 103.00 103.00
63 72,000 76,000 109.00 109.00
64 76,000 . 80,000 115.06 115.00
65 80,000 84,000 121.00 121.00
66 84,000 88,000 127.00 127.00
67 88,000 \4 92,000 133.00 133.00
68 92,000 96,000 139.00 139.00 |

69 96,000 100,000 145.00 145.00
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2. Section 9 of the act of which this act is amendatory is amended to read

as follows:

' 3 9. Any taxpayer which holds capital stock of a subsidiary during all or

'

part of any year may, for the purposes of the tax imposed by this act, deduct
i 5 from its net worth such proportion [, not exceeding 50%7] of the average
6 value of such holdings less net liabilities (if any) to subsidiaries, as the ratio
7 of the subsidiary’s taxable net worth, for the same year under this,act, to its
8 entire net worth [; provided, however, that if the subsidiary is subject to a
9 franchise tax measured by gross receipts under any other law of this State,
10 such deduectible portion of such holdings shall be determined as the ratio of
‘ 11 the subsidiaryfs business within the State to its business everywhere during
12 its next ﬁreceding taxable yvear under such law, but shall not exceed 75% of
§ 13 the average value of such holdings}. For the purpose of this section, a sub-
] ] 14 sidiary shall be deemed to be any corporation in which a taxpayer is the bene-
15 ficial owner of at least 80% of the total combined voting power of all classes
16 of stock entitled to vote and of at least 80% of the total number of shares of
7 17 all other classes of stock except nonvoting stock which is limited and pre-
» ‘; 18 ferred as to dividends.
| 1 3. There is hereby appropriated for the expense of administering the act

2 to which this act is an amendment and supplement, during the fiscal year

3 ending June 30, 1955, the sum of $75,000.00 in addition to such other sums
4 as may have been appropriated for the Division of Taxation.
| 1 4. This act shall take effect January 1, 1955, provid‘ed that it shall be in-
2 operative unless and until the ‘‘State School Aid Acf of 1954’ as introduced
3 in the current session of the Legislature shall be enacted, but if said act shall
4 become operative, the director may prior to Janunary 1, 1955, take such
5 action as 'he may deem appropriate in anticipation of, and in preparation for,

6 the operations of the provisions thereof.




STATE OF NEW JE

ASSEMBLY, No. 501
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INTRODUCED APRIL 17, 1958
By Assemblyman KURTZ
Referred to Committee on Appropriations

AN Acr to revise the laws 1mposing a franchise tax upon certain corporations,
and amending and supplementing an act entitled ‘‘An act to.provide for.the
imposition of a franchise tax upon certain corporations and for the dis-
tribution of the proceeds thereof, repealing sections 54 :13-1 through 54.:13-8
and chapter 32-A of Title 54, of the Revised Statutes, and making an -ap-
propriation for the administration of such fax,”’ approved April 13, 1945

(P. L. 1945, c. 162), as amended and sypplemented.

1 Be 1T ENACTED by the Senale and General Assembly of the State of New
2 Jersey:
1 1. Section 4 of the act of which this act is amendatory is amended to read

2 as follows:

3 4. For the purposes of this act, unless the context requires a different
4 meaning:
5 (a) “Commissioner’’ shall mean the Director of the Division of Taxation

6 of the State Department of [Taxation and Finance] the Treasury.

7 (b) ““Allocation factor’’ shall mean the proportionate part of a tax-
8 payer’s net worth or entire net mcome used to determine a measure of its
9 tax under this act.

10 (e¢) “Corporation’’ shall mean any corporation, joint-stock company or

11 association and any business conducted by a trustee or trustees wherein in-

"EXPLANATION—Matter enclosed in bold-faced brackets [thusl in the above bill is not enacted
and i« intended to be omitted in the law.
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terest or ownership is evidenced by a certificate of interest or ownership
or similar written instrument.

(d) ‘““Net worth”’ shall mean the aggregate of the values disclosed by
the books of the corporation for (1) issued and outstanding capital stock,
(2) paid-in or capital surplus, (3) earned surplus and undivided profits, (4)
surplus reserves which can reasonably be expected to accrue to holders or
owners of equitable shares, not including reasonable valuation reserves, such
as reserves for depreciation or obsolescence or depletion, and (5) the
amount of all indebtedness owing directly or indirectly to holders of 10%
or more of the aggregate outstanding shares of the taxpayer’s capital stock
of all classes, as of the close of a calendar or fiscal year. Ho‘wever, if in the
opinion of the commissioner, the corporation’s books do not disclose fair
valuations the commissioner may make a reasonable determination of the net
worth which, in his opinion, would reflect the fair value of the assets car-
ried on the books of the corporation, in accordance with sound accounting
principles, and such determination shall be used as net worth for the pur-
pose of this act.

(e) ‘‘Indebtedness owing directly or indirectly’’ shall include, without
limitation thereto, all indebtedness owing to any stockholder or shareholder
and to members of his immediate family where a stockholder and members
of his immediate family together or in the aggregate own 10% or more of
the aggregate outstanding shares of the taxpayer’s capital stock of all classes.

(f) ““‘Investment company’’ shall mean any corporation whose business
during the period covered by its report consisted, to the extent of at least
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 buy-
ing the same and selling the same to customers; or (2) had less than 90%

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

debentures, mortgages, notes, patents, patent rights or other securities or
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consisting of cash on deposit during the period covered by its report; or
(3) owned more than 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.

(g) ‘‘Regulated investment company’’ shall mean any corporation which
for a period covered by its report, is registered and regulated under the In-
vestment Company Aect of 1940 (54 Stat. 789), as amended.

(h) ““Taxpayer’’ shall mean any corporation required to report or to
pay taxes, interest or penalties under this act.

(i) ““Fiscal year’’ shall mean an accounting period ending on any day
other than the last day of December on the basis of which the taxpayer is
required to report for Federal income tax purposes.

(j) “Privilege [year] period’’ shall mean the calendar [year] or fiscal
accounting period [in and] for which a tax is payable under this act.

(k) ““Entire net income’” shall mean total net income from all sources,
whether within or without the United States, and shall include the gain de-
rived from the employment of capital or labor, or from both combined, as
well as profit gained through a sale or conversion 0]i capital assets. For
the purpose of this act, the amount of a taxpayer’s entire net income shall be
deemed prima facie to be equal tn amount to tke taxable inéome before net
operating loss deduction and special deductioné which the taxpayer is re-
quired to report to the United States Treasury Department, for the purpose
of computing its Federal income tax; provided, however, thqt wm the de-
termination of such ewntire wet imcome,

(1) Entire net income shall not include 50% of dividends which were in-
cluded in computing such taxable wncome for Federal tncome tax purposes;

(2) Entire net income shall be determined without the exclusion, deduc-
tion or credit of :

(A) the amount of any specific evemption or credit allowed in any
law of the Umted States imposing any tax on or measured by the in-

come of corporations;
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(B) any part of any income from dividends or interest on any kind
of stock, securities or indebtedness, except as provided wm subsection
(k) (1) of this section;

(C) taxes paid or accr.ued to. the Umited States on. or measured. by
profits or mcome, or the tax imposed by this act;

(D) net operating losses sustained during any year or period other
than that covered by the report;

(E) 90% of interest on indebtedness owing directly or indirectly to
holders of 10% or more of the aggregate outstanding shares of the tax-
payer’s capital stock of all classes; except that such interest. may, in any-
event, be deducted .

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

(1) in full ta the extent that it relates to bonds or other evi-
dences. of indebtedness issued, with stock, pursuamt to. a bona fide
plan of reorgawmization, to persons,who, prior to such rearganization,
were bona fide credsitors af the corporation. or s predecessors, but
were not. stockholders or shareholders.thereof;

(3). The commissioner may, wheneuer necessary. to. properly. reflect the
entire net income of, any. taxpayer, detef;mz'ne the year. ar: period-im which. any
ttem. of income or deduction. shall be included, without being. limited: to the:
method. of accaumting employed by the taxpayer.

9. Section 5 of the act of which this act is amendatory is amended to
read.as follows:

5. The franchise tax to-be annually assessed to and.paid by each taxpayer
shall be measured by [the greater of}. whichever of the following results in.
the greatest amount of tax:

(a) that portion of its entire net worth as may be alloeable to this- State
as provided in section 6 computed at the rates set forth in subsection (b) of
this section; or

(b) that proportion of its entire net worth. as the average value of its

total assets in this State during the period covered by its report is. to the

average value of its assets everywhere during such period (for the purpose:
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5,
of which there shall be included.as within this State. all. intangible personal
property. of: domestic corporations not. having a. business situs outside this
State, 40% of the value of such property having a. business. situs.outside this
State, and the entire amount of the intangible personal property of foreign
corporations as would have a business.situs within this State for the purpose
of a property tax); at the rate of 2 mills per dollar on the first $100,000,000.00
of alloeated., ngt worth; %o of a mill: per dollar on the second $100,000,000.00;
%0 of a mill per dollar on the third $100,000,000.00; and %, of a mill per dollar
on all amounts of allocated net worth in excess of $300,000,000.00[.] ; or
[(e) Provided, however, that the franchise tax to be annually assessed to
and paid by any investment company, other than a regulated investment
company, shall be méasured by 25%, and in. the case of a regulated invest-

ment company by 15% of its entire net worth, at the rates hereinabove set

5 forth but in no case less than $250.00, unless the taxpayer shall elect to remain

taxable pursuant to any other subsection of this section.]

(¢) a tax measured by ils entirc net wncome or such portion thereof as

3 may be allocable to this State as provided in section 6, computed at the rate

of 31/2%.

[(d) The tax assessed to any taxpayer pursuant to this act under sub-

| sections (a) and (b) of this section shall not be less than the greater of %4,

of a mill per dollar on the first $100,000,000.00 and %10 of a mill. per dollar on

3 all amounts in excess of $100,000,000.00 of total assets allocated to this State

in accordance with subsection (b) hereof, and. $25.00 in the case of a domestic

5 corporation, or $50.00.in the case of a foreign corporation.]

(d) Provided, however, that the franchise tax to be annually assessed to
and paid by any mvestment company or regulated imvestment company which
has elected to report as such and has filed its return in the form and within
the time provided wn this act and the rules and regulations promulgated in
connection therewith, shall, in the case of an tnvestment company, be measured
by the greater of 25% of its.entire net income or 25% of its entire net worth,

and, . the case of a regulated wmvestment company, by the greater of 15% of
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43 its entire net income or 15% of its entire net worth, at the rates hereinabove
44 set forth for the computation of tax on net income or net worth, respectively,
45 but i no case less than $250.00.

46 [(e) In lieu of the tax imposed by subsections (a), (b), (¢) and (d) of
47 this section, any taxpayer, the value of whose total assets everywhere, less
48 reasonable reserves for depreciation, as of the close of the period covered by
49 its report, amounts to less than $100,000.00, may elect to pay the tax shown

50 in the following table:

If Total The Tax Shall Be
Assets But Less For Domestic For Foreign
Are at Least Than Corporations Corporations
51 $0 00 $20,000 00 $25 00 $50 00
52 20,000 00 24,000 00 31 00 ' 50 00
93 24,000 00 28,000 00 37 00 50 00
54 28,000 00 32,000 00 43 00 50 00
35 32,000 00 36,000 00 49 00 50 00
56 36,000 00 40,000 00 55 00 95 00
a7 40,000 00 44,000 00 61 00 61 00
58 44,000 00 48,000 00 67 00 67 00
59 48,000 00 52,000 00 73 00 73 00
60 52,000 00 56,000 00 79 00 79 00
61 56,000 00 60,000 00 85 00 85 00
62 60,000 00 64,000 00 91 00 91 00
63 64,000 00 68,000 00 97 00 97 00
64 68,000 00 72,000 00 103 00 103 00
65 72,000 00 76,000 00 109 00 109 00
66 76,000 00 80,000 00 115 00 115 00
67 80,000 00 84,000 00 121 00 121 00
68 84,000 00 88,000 00 127 00 127 00
69 88,000 00 92,000 00 133 00 133 00

70 92,000 00 96,000 00 139 00 139 00

71 96,000 00 100,000 00 145 00 145 00]
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(e) The taw assessed to any tawpayer pursuant to this act under sub-
sections (a), (b) amd (c¢) of this section shall not be less than the greater of
5/10 of a mall per dollar on the first $100,000,000.00 and 2/10 of a mill per
dollar on all amounts in excess of $100,000,000.00 of total assets allocated to
this State in accordance with subsection (b) hereof, and $25.00 in the case of
a domestic corporation, or $50.00 in the case of a foreign corporation.

3. Section 6 of the act of which this act is amendatory is amended to read
as follows:

6. In the case of a taxpayer which maintains a regular place of business
outside this State other than a statutory office, the portion of its entire net
worth to be used as a measure of the tax imposed by section 5(a) of this act,
and the portion of its entire net income to be used as a measure of the tax im-
posed by section 5(c) of this act, shall be determined by multiplying such en-
tire net worth and entire net income, respectively, by an allocation factor
which shall be the average of the fractions computed in (A), (B) and (C)
below, or of so many of them as may be applicable, that is:

(A) The average value of the taxpayer’s real and tangible personal
property within the State during the period covered by its report divided by
the average value of all the taxpayer’s real and tangible personal property
wherever situated during such period ;

(B) The receipts of the taxpayer, computed on the cash or acerual basis
according to the method of accounting used in the computation of its net in-
come for Federal tax purposes, arising during such period from

(1) sales of its tangible personal property located within this State at
the time of the receipt of or appropriation to the orders where shipments are
made to points within this State,

(2) sales of tangible personal property located within this State at the
time of the receipt of or appropriation to the orders where shipment is made
to points outside of the State and sales of tangible personal property located
without the State at the time of the receipt of or appropriation to the orders
where shipment is made to points within the State, but only to the extent of

90% of the receipts from the sales referred to in this subsection (2),
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(3) sales of any such property not located at the time of the receipt of or
appropriation to the orders at any permanent or continuous place of business
maintained by the taxpayer without the State, where the orders were received

or accepted 'within the State, but only to the extent of 50% of the receipts

from'the sdles referred to in this subsection (3). For ‘the purposes of this

subsection -(3),-an order shall be deemed vreceived or :accepted within the

‘Btate if it has been received or aceepted by an employee, agent, agency or in-

dependent contractor chiefly situated at, connected with, by contract -er other-
wise, or sent-out from a permanent or continuous place of'business. of the tax-
payer within'the State,

(4) services performed within the State,

(5) rentals from property situated, and royalties from the use of patents
or copyrights, within the State,

(6) all other business receipts earned within the State, divided by the
total .amount of the taxpayer’s receipts, similarly computed, arising during
such period from all sales of its tangible personal property, services, rentals,
royalties and all other business receipts, whether within or without the State;

(C) The total wages, salaries and other ‘personal service compensstion,

5 similarly computed, during such period of officers and employees within the

State divided by the total wages, salaries and other personal service compen-
sation, similarly computed, during such period of all the taxpayer’s officers
and employees within and without the State.

In the case of a taxpayer which does not maintain a regular place of busi-

ness outside this State other than a statutory office, the allocation factor shall

‘be 100%.

4. Section 8 of the act of which this act is amendatory is amended fo read
as follows:

8. If it shall appear to the commissioner that an allocation factor deter-
mined pursuant to section 6 does not properly reflect the activity, business,

receipts, [or] capital, entire net worth or entire net income of a taxpayer rea-

sonably attributable to the State, he may adjust it by:
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7 (a) excluding 1 or more of the factors therein;
8 (b) including 1 or more other factors, such as expenses, purchases, con-

9 tract values (minus subcontract values);

10 (¢) excluding 1 or more assets in computing entire net worth; or
11 (d) excluding 1 or more assets in computing an allocation percentage;
12 or

13 [(d)] (e) applying any other similar or different method calculated to
14 [affect] effect a fair and proper allocation [according to the receipts, activ-
15 ity, business and capital] of the entire net wmcome and the entire met worth
16 reasonably attributable to the State.
17 Nothing herein shall be construed to require or permit the commissioner
18 to adjust an allocation factor determined pursuant to section 5(b).
1 5. Section 10 of the act of which this act is amendatory is amended to
2 read as follows:
3 [10. Whenever it shall appear to the commissioner that any taxpayer
4 conducts its business or maintains its records in such manner as either di-
5 rectly or indireetly to distort its true net worth under this act or the propor-
6 tion thereof properly allocable to this State, or that any taxpayer maintains
7 a place of business outside this State, or that any agreement, understanding
8 or arrangement exists between a taxpayer and any other corporation or any
9 person or firm, for the purpose of evading tax under this act, or whereby the
10 activity, business, receipts or net worth of the taxpayer is improperly or in-
11 accurately reflected, the commissioner is authorized and empowered in his
12 diseretion and in such manner as he may determine to adjust and redeter-
13. mine such net worth, and to adjust items of gross receipts, tangible property
14 and payrolls within and without the State and the allocation of net worth,
15 or to make such other adjustments in any tax report or tax returns as may be
16 necessary. The commissioner may require any person or corporation to submit
17 such information under oath, or to permit such examination of its books,
18 papers and documents, as may be necessary to enable him to determine the

19 existence, nature or extent of an agreement, understanding or arrangement
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20 to which this section relates, whether or not such persom or corporation is
21 subject to the tax imposed by this act.]

22 10. Whenever it shall appear to the commissioner that any taxpayer fails
23 to maintain its records i accordamce with sound accounling principles or
24 conducts its business or maintains its records in such mamner as either di-
25 rectly or indirectly to distort its true entire net income or its true entire net
26 worth under this act or the proportion thereof properly allocable to this State,
27 or whenever any taxpayer maintains a place of business outside this State, or
28 whenever any agreement, understanding or arrangement exists between a tax-
29 payer and any other corporation or any person or firm, for the purpose of
30 evading tax under this act, or whereby the activily, business, receipts, ex-
31 penses, assets, liabilities, income or net worth of the taxpayer are improperly
32 or waccurately reflected, the commissioner is autﬁorized and empowered, n
33 his discretion and n such manner as he may determifne, to adgust and rede-
34 termine such ttems, and to adjust items of gross receypts, tamgible or intam-
35 guble property an;l payrolls within and without the State and the allocation
36 of entire net income or entire net worth or to make any other adjustments in
37 any taw re,port or taw returns as may be necessary to make a fair and reason-
38 able determimation of the amount of tax payable under this act. Where (a)
39 any taxpayer conducts its actwily or business under any agreement, arrange-
40 ment or understanding in such manner as either directly or indirectly to bene-
41 fit its members or stockholders, or any of them, or any person or persons di-
42 rectly or indirectly interested in such actwity or busimess, by entering into
43 awy transaction at more or less than a faw price which, but for such agree-
44 ment, arramngement or understanding, might have been paid or received
45 therefor, or (b) any taxpayer, a substantial portion of whose capital stock
46 1s owned either directly or wndirectly by or through amother corporation,
47 enters wmto any tramsaction with such other corporation on such terms as
48 to create an improper loss or net income, the commissioner may include in

49 the entire net income of the taxpayer the fair profits whioh, but for such

50 agreement, arramgement or understanding, the taxpayer might have derwed

20
N
22

23
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51 from such transaction. The commissioner may require any person or corpora-
52 tiom to submit such information under oath or affirmation, or to permit such
53 ewamunation of its books, papers and documents, as may be mecessary to
54 enable him to determine the exmistemce, nature or extent of an agreement,
55 understanding or dﬂangement to which this section relates, whether or not
56 such person or corporation is subject to the tax imposed by this act.
1 6. Section 13 of the act of whieh this act is amendatory is amended to
2 read as follows:
3 [13. In the case of any corporation which organizes or qualifies on or
4 after January 1 in any year no tax shall be payable in such privilege year;
5 provided, however, that this section shall net apply to a foreign corporation,
6 which after Jannary 1, 1937, and prior to the year in which it qualifies, pos-
7 sessed the privilege of exercising its corporate franchise in this Staté, or did
8 business, or employed or owned capital or property, or maintained an office
9 in this State.]
10 13. If the amount of the tawable mmcome for any year of any taxpayer as
11 returned to the United States Treasury Department is changed or corrected
12 by the Commissioner of Internal Revenue or other officer of the United States
13 or other competent authority, or where a remegotiation of a contract or sub-
14 contract with the United States results in a change n said taxable income, or
15 where a recovery of a war loss results in a computation or recomputation of
16 eny tax imposed by the United States, such taxpayer shall report such
17 changed or corrected taxable mcome, or the results of such remegotiation, or
18 such computatron or recomputation, within 90 days after the final determina-
19 tiom of such chamge or correction or remegotiation, or such computation or
20 recomputation, or as required by the commaissioner, and shall concede the
91 accuracy of such determimation or state wherein it is erromeous. Any tax-
29 payer filing an amended return with such department shall also file within
23 90 days thereafter an amended report with the commissioner.
1 7. Section 15 of the act of which this act is amendatory is amended to

2 read as follows:
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[15. The tax imposed by this act shall be due and payable with respect

4 to the calendar year 1946, and each year thereafter, measured by the taxpay-
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er’s net worth as of the close of the calendar year or of its fiscal year next
preceding the privilege year, except that in the case of a taxpayer whose
fiscal year ends not later than June 30 in the privilege year such measure
shall be as of the close of such fiscal year. For the purpose of this section
every taxpayer shall use the same calendar or fiscal year upon which it re-
ports to the United States Treasury Department for Federal income tax pur-
poses.]

15. The tax imposed by this act shall be due and payable annually here-
after, commencing with the calendar year 1959, wn the manmer provided under
either subsection (a) or subsection (b) of this section, whichever shall be ap-
plicable.

(a) Every taxpayer shall annually pay a franchise tax, with respect to
all or any part of each of its fiscal or calendar years, beginning after Jan-
uary 1, 1959, to be computed upon the basis of its entire net income or upon
such other basis as may be applicable, as herein provided, for such fiscal or
calendar year or part thereof, on a report which shall be filed on or before
April 15 next succeeding the close of each such accounting year, or, if any
such fiscal year ends after the last day of December and ph’or to July 1, on
or before the fifteenth day of the fourth month after the close of such fiscal
year, and the full amount of the taxw hereunder shall be due and payable on
or before the date prescribed herein for the filing of the return.

(b) Every tawpayer shall pay a like franchise tax with respect to all or
any part of the period beginming January 1, 1959, and ewten;ling through
any subsequent part of its first fiscal or calendar year ending after said date.
Such tax shall be computed upon the basis of its entire net income, or upon
such other basis as may be applicable, as herein provided, for each and every
fiscal or calendar year or part thereof begun not earlier than July 2, 1957 and

ending not later than December 31, 1959 during which such taxpayer has its

charter or had the privilege of ewercising its corporate charter, or did busi-
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ness, employed or owned capital or property or maintained an office, or other-
wise conducted any activity for profit, in this State and on the basis of which
a franchise tax has not accrued under this act prior to January 1, 1959. The
tax imposed pursuant to this subsection shall be déemed a single tax for such
privilege period but shall be computed separately with respect to each such
fiscal or calendar year or part thercof on the basis of which a franchise tax
has not previously accrued as aforesaid, on a report which shall be ﬁled on
or before April 15 next succeeding the close of each such accounting year, or,
if any such fiscal year ends after the last day of December and prior to July
1, on or before the fifteenth day of the fourth month after the close of such
fiscal year, and the full amount of the tax hereunder shall be due and payable
on or before the date prescribed herein for the filing of the report.

(¢) For the purpose of this act, every taxpayer shall use the same cal-
endar or fiscal year upon which # reports to the United States Treasury De-
partment for Federal income tax purposes.

(d) Nothing in this section shall operate to relieve any taxpayer from the
obligation to pay a taxw heretofore vmposed under this act.

8. Section 16 of the act of which this act is amendatory is amended to
read as follows:

[16. For the privilege year 1946, the tax imposed by this act shall con-
stitute a lien on all of the taxpayer’s property and franchises on and after
January 1 of such year, and all interest, penalties, and costs of collection
which fall due or accrue shall be added to and become a part of such lien.

For the privilege year 1947 and thereafter, the tax imposed by this act
shall constitute a lien on all of the taxpaye‘r’s property and franchises on and
after January 1 of the year next succeeding the privilege year in which it is
due and payable, and all interest, penalties and costs of collection which fall
due or accrue shall be added to and become a part of such lien. Notwithstand-
ing the provisions of any other law, all such'taxes, interest, penalties and costs

heretofore or hereafter imposed or incurred, whether levied or assessed or

14 not, under this aet shall, unless sooner paid, continue and remain a lien on all

15

of the taxpayer’s property and franchises until January 1, 1956, or until the
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16 expiration of 10 years after January 1 of the privilege year in which they
17 became or become due and payable, whichever shall be later, and no longer.}
18 16. The tax tmposed by this act shall constitute a lien on all of the taz-
19 payer’s property and framchises on and after January 1 of the year next suc-
20 ceeding the year wm which it is due and payable, and all interest, penalties
21 and costs of collection which fall due or accrue shall be added to and become
22 a part of such lien. Notwithstanding the @rovisim« of any other law, all such
23 taxes, interest, penallies. and costs heretofore or hereafter imposed or im-
24 curred, whether levied or assessed or mot, wnder this act shall, unless sooner
25 paid, continue and remain a lien on all of tke taxpayer’s property and fram-
26 chises until the expiration of 10 years after Jawuary 1 of the year in which
27 they became or become due and payable.

1 9. Section 17 of the act of which this act is amendatory is amended to
2 read as follows:

3 17. [(a) on or before April 15, in the case of taxpayers reporting on a
4 calendar year basis, and on or before April 15 or the fifteenth day of the
5 fourth month following the close of a fiscal year, whichever s later, in the
6 case of taxpayers reporting on a fiscal year basis, each taxpayer shall duly
7 execute and file a tax return with the commissioner, in sueh form and con-
8 taining such information as he may prescribe, which return shall truly and
9 accurately, set forth its liability under this act; and the full amount of the
10 tax hereunder shall be due and payable to the commissioner on or before the
11 date prescribed herein for the filing of the return; provided, however, that
12 for the privilege year 1947 any return and tax payment which under the
13 foregoing provisions of this section would be due on or before April 15 or
14 on or before May 15 shall be due on or before May 31,1947.] (a) If the period
15 covered by the report under this act is other than the period covered by the
16 report to the United States Treasury Department or is a period of less than
17 12 calendar months, the commissioner may, under regulations prescribed by
18 him, determine the entire net worth and entire net income of the taxpayer in

19 such mammer as shall properly reflect its emtire net worth and entire net n-

20 come for the period covered by its report under this act.
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21 (b) Any taxpayer which shall fail to file its return when due shall be
22 liable to a penalty of $2.00 for each day of delinquency, which penalty shall
23 be payable to, and recoverable by, the commissioner as a parf of the tax
24 herein imposed. If any tax be not paid when the same becomes due, as herein
25 provided, there shall be added to the amount of the tax a sum equivalent to
26 5% thereof, as a penalty, and, in addition thereto, interest at the rate of 1%
27 per month or fraction thereof from the date the tax became due until the same
28 be paid. The ‘commissioner, if satisfied that the failure to comply with any
29 provision of this [section] act was excusable, may abate or remit the whole
30 or part of any penalty.

1 10. Section 18 of the act of which this act is amendatory is amended to

2 read as follows:

3 [18. The commissioner shall design a form of return and forms for such .

4 additional statements or schedules as he may require to be filed therewith.

5 Such forms shall provide for the setting forth of such facts as the commis-
6 sioner may deem necessary for the proper enforcement of this act. He shall

7 cause a supply thereof to be printed and shall furnish appropriate blank

8 forms to each taxpayer upon application or otherwise as he may «deem neces-

9 sary. Failure to receive a form shall not relieve any taxpayer from the ob-
10 ligation to file a return under the provisions of this act. Each suech return
11 shall be made upon the oath or affirmation of the president, vice-president,
12 or secretary or treasurer of the taxpayer, and in the case of a corporation in
13 liquidation or in the hands of a receiver or trustee, shall be made on the oath
14 or affirmation of the person responsible for the conduet of the-affairs of such
15 eorporation.]

16 18. The commisstoner shall design a form of return and forms for such
17 additional statements or schedules as he may require to be filed therewith.
18 Such forms shall provide for the setting forth of such facts as the commis-
19 sioner may deem necessary for the proper enforcement of this act. He shall
20 cause a supply thereof to be printed and shall furnish appropriate blank

21 forms to each taxpayer upon application or otherwise as he may deem neces-
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22 sary. Failure to recewe a form shall not relieve any tawpayer from the ob-
23 ligation to file a return under the provisions of this act. Each such return
24 shall have amnexed thereto a certification by the president, vice-president,
25 comptroller, secretary, treasurer, assistant treasurer, accounting officer of the
26 taxpayer or any other officer of the taxpayer duly authorized so to act to the
27 effect that the statements contained therein are true. The fact that am indi-
28 vidual’s name is signed oﬂ a certification of the report shall be prima facie
29 evidence that such ind’ivid@al s a,uthoﬁzed to sign and certify the report on
30 behalf of the corporation. In the case of a corporation w liquidation or
31 the hands of a receiver or trustee, certification shall be made by the person
32 responsible for the conduct of the affairs of such corporation.
1 11. Section 19 of the act of which this act is amendatory is amended to
2 read as follows:
3 19. The commissioner may grant a reasonable extension of time for the
4 filing of returns or the payment of tax, or both, under such rules and regu-
5 lations as he shall prescribe, which rules and regulations may require the fil-
6 ing of a tentative return and the payment of an estimated tax[, but no such
7 extension shall be granted beyond December 1 of the privilege year.]. If the
8 time for filing the return shall be extended, the payment of the portion of
9 the tax remaining to be paid, if any, shall be postponed to the date fixed by
10 the extension of the time for the filing of the return, but in every such case
11 the corporation shall pay, in addition to the unpaid portion of the tax,
12 interest thereon at the rate of 6% per annum from the time when the return
13 originally was required to be filed to the date of actual payment under the
14 extensior‘l; provided, that if such unpaid portion of the tax is not paid within
15 the time fixed under the extension, the interest on such unpaid portion shall
16 be computed at the rate of 1% per month or fraction thereof to be caleulated
17 from the date the tax was originally due to the date of actual payment.
1 12. This act shall take effect immediately, except that the amended sub-

2 section (c) of section 5 of the act of which this act is amendatory shall take

3 effect on January 1, 1959.
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STATEMENT
This bill is designed to revise the Corporation Business Tax Act (1945)

which is the corporation franchise tax law applicable to general business cor-

porations chartered and doing business in this State. The net worth base of the
present law would be supplemented by an additional alternative measure of tax
computed at the rate of 3% % on the taxpayer’s net income allocable to New
Jersey. The taxpayer would pay the greater, not both, of the amounts com-
puted separately on the basis of each of these 2 alternative measures. New
York and Connecticut are among other States using this alternative measure
method.

The proposed amendment would adjust the corporate tax burden in this
State more nearly to the ability-to-pay principle. Thirty-three States, including
the 4 States adjoining New Jersey, now impose corporate net income taxes. State
franchise taxes are deductible by a coi‘poration in computing its liability for

Federal income taxes.



SENATE AMENDMENT TO

ASSEMBLY, No. 501

STATE OF NEW JERSEY

ADOPTED MAY 5, 1958

Amend page 5, section 5, line 29, delete ‘‘3%%°’ and insert ‘‘114”’,




SENATE AMENDMENTS TO

ASSEMBLY, Ne. 501

fl STATE OF NEW JERSEY

ADOPTED MAY 26, 1958

‘1 T Amend page 3, section 1, line 56, after ‘‘(j)’’ insert ‘‘Except as herein
1 ' otherwise provided,’’.

Amend page 3, section 1, line 63, after the word ‘‘income”’ insert a comma.

Amend page 3, section 1, line 64, after the words ‘‘special deductions’’ in-
sert a comma.

Amend page 3, section 1, line 65, after the word ‘‘Department’ delete
the comma.

Amend page 4, section 2, lines 4 and 5, delete the words ‘‘measured by
whichever of the following results in the greatest amount of tax’’ and insert in
lieu thereof ‘‘the sum of the amount computed under subsection (a) or (b) hereof,
whichever is greater, and the amount computed under subsection (¢) hereof’’.

Amend page 4, section 2, line 7, delete ‘‘computed at’’ and insert in lien
thereof ‘‘multiplied by”’.

Amend page 5, section 2, line 17, delete ¢‘; at the rate of’’ and insert in
lieu thereof ‘“multiplied by the following rates:’’.

: ' Amend page 5, section 2, line 20, delete ‘‘or’’.

Amend page 5, section 2, line 27, delete ‘‘a tax measured by’’ and insert

in lieu thereof ‘134 % of”’.

Amend page 5, section 2, lines 28 and 29, delete the words: ‘¢, computed

at the rate of 3% %"’
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Amend page 5, section 2, line 41, delete the words ‘‘the greater of”’.

Amend page 5, section 2, line 41, delete the word ‘‘or’’ and insert in lieu
thereof ‘‘and”’.

Amend page 5, section 2, line 42, delete the words ‘‘the greater of .

Amend page 6, section 2, line 43, delete the word ‘‘or’’ and insert in lieu
thereof ‘‘and’’.

Amend page 6, section 2, line 44, delete the word ‘‘or’’ and insert in lieu
thereof ‘“and’’.

Amend page 7, section 2, line 72, delete the words ‘‘this act under’’.

Amend page 7, section 2, line 73, after ‘‘(a)’’ delete the comma and insert
in lien thereof ‘‘and’’.

Amend page 7, section 2, line 73, after ‘‘(b)’’ delete ‘“and (¢) .

Amend page 12, section 7, line 17, after the word ‘‘calendar’’ insert ‘‘ac-
counting’’,

Amend page 12, section 7, line 17, after the word ‘‘years’’ delete the
comma. |

Amend page 12, section 7, lines 18 and 19, delete ‘‘upon the basis of its en-
tire net income or upon such other basis as may be applicable,’’

Amend page 12, section 7, line 20, after the word “‘calendar’’ insert ‘‘ac-
counting”’.

Amend page 12, section 7, line 27, after the words ‘‘January 1, 1959’
delete the comma.

Amend page 12, section 7, line 28, after the word ‘‘calendar’’ insert ‘“ac-
counting’’.

Amend page 12, section 7, lines 29 and 30, delete ‘“upon the basis of its
entire net income, or upon such other basis as may be applicable,’’.

Amend page 12, section 7, line 31, after the word ‘‘calendar’’ insert ‘‘ac-
counting’’.

Amend page 12, section 7, lines 32 to 35, delete all the words after ‘1959’
in line 32 through the words ‘‘in this State and’’ on line 35.

Amend page 13, section 7, line 39, after the word ‘‘calendar’’ insert ‘‘ac-

counting ”
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Amend page 13, section 7, lines 49 and 50, delete in their entirety.

Amend page 16, section 12, delete in its entirety, and insert:

4 ] ¢¢12. The provisions of this act shall be effective with respect to the tax pay-
able in the year 1959 and thereafter and, with respect to the tax payable in 1958
‘ and prior years, shall not affect the provisions of, or any obligations heretofore

incurred under, the Corporation Business Tax Act (1945).

¢13. This act shall be effective immediately.”’.
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ASSEMBLY, No. 501

STATE OF NEW JERSEY
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INTRODUCED APRIL 17, 1958

By Assemblyman KURTZ

Referred to Committee on Appropriations

Ax Act to revise the laws imposing a franchise tax upon certain corporations,
and amending and supplementing an act entitled ‘‘ An act to provide for the
imposition of a franchise tax upon certain corporations and for the dis-
tribution of the proceeds thereof, repealing sections 54:13-1 through 54:13-8
and chapter 32-A of Title 54, of the Revised Statutes, and making an ap-
propriation for the administration of such tax,’’ approved April 13, 1945

(P. L. 1945, c. 162), as amended and supplemented.

1 BE 11 ENACTED by the Senate and Gencral Assembly of the State of New
2 Jersey:
1 1. Section 4 of the act of which this act is amendatory is amended to read

2 as follows:

3 4. For the purposes of this act, unless the context requires a different
4 meaning:
5 (a) ‘‘Commissioner’’ shall mean the Director of the Division of Taxation

6 of the State Department of [Taxation and Finance] the Treasury.

7 (b) ¢“Allocation factor’’ shall mecan the proportionate part of a tax-
8 payer’s net worth or entire net income used to determine a measure of its
9 tax under this act.

3; '; 10 (¢) ““Corporation’’ shall mean any corporation, joint-stock company or

3

11 association and any business conducted by a trustee or trustees wherein in-

ExprLANATION—Matter enclosed in bold-faced brackets [thus] in the above bill is not enacted
and is intended to be omitted in the law.
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terest or ownership is evidenced by a certificate of interest or ownership
or similar written instrument.

(d) “Net worth’’ shall mean the aggregate of the values disclosed by
the books of the corporation for (1) issued and ioutstanding capital stock,
(2) paid-in or capital surplus, (3) earned surplus and undivided profits, (4)
surplus reserves which can reasonably be expected to accrue to holders or
owners of equitable shares, not including reasonable valuation reserves, such
as reserves for depreciation or obsolescence or depletion, and (5) the
amount of all indebtedness owing directly or indirectly to holders of 10%
or more of the aggregate outstanding shares of the taxpayer’s capital stock
of all classes, as of the close of a calendar or fiscal year. However, if in the
opinion of the commissioner, the corporation’s books do not disclose fair
valuations the commissioner may make a reasonable. determination of the net
worth which, in his opinion, would reflect the fair value of the assets car-
ried on the books of the corporation, in accordance with sound accounting
principles, and such determination shall be used as net worth for the pur-
pose of this act.

(e) ‘‘Indebtedness owing directly or indirectly’’ shall include, without
limitation thereto, all indebtedness owing to any stockholder or shareholder
and to members of his immediate family where a stockholder and members
of his immediate family together or in the aggregate own 10% or more of
the aggregate outstanding shares of the taxpayer’s capital stock of all classes.

(f) ““Investment company’’ shall mean any corporation whose business
during the period covered by its report consisted, to the extent of at least
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 buy-
ing the same and selling the same to customers; or (2) had less than 90%

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

debentures, mortgages, notes, patents, patent rights or other securities or
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43 consisting of cash on deposit during the period covered by its report; or
44 (3) owned more than 10% of either the aggregate outstanding shares of
45 capital stock of all classes entitled to vote, or of the aggregate outstanding
46 shares of nonvoting capital stock, of any other corporation, during the
47 period covered by its report.

48 (g) “Regulated investment company’’ shall mean any corporation which
49 for a period covered by its report, is registered and regulated under the In-
50 vestment Company Act of 1940 (54 Stat. 789), as amended.

51 (h) ““Taxpayer’’ shall mean any corporation required to report or to
52 pay taxes, interest or penalties under this act.

53 (i) ““Fiscal year’’ shall mean an accounting period ending on any day
04 other than the last day of December on the basis of which the taxpayer is
55 required to report for Federal income tax purposes.

56 (j) Except as herein otherwise provided, *‘ privilege [year] period’’ shall
57 mean the calendar [year] or fiscal accounting period [in and] for which a
97a tax is payable under this act.

58 (k) “Entire net income’’ shall mean total net income from all sources,
59 whether within or without the United States, amd shall include the gain de-
60 rwed from the employment of capital or labor, or from both combined, as
61 well as profit gained through a sale or comversion of capital assets. For
62 the purpose of this act, the amount of a taxpayer’s entire net income, shall be
63 deemed prima facie to be equal in amount to the taxable income before net
64 operating loss deduction and special deductions, which the taxpayer is re-
65 quired to report to the United States Treasury Department [,] for the pur-
66 pose of computing its Federal income tax; provided, however, that i the de-
67 termination of such entire nel imcome,

68 (1) Entire net income shall not include 50% of dividends which were in-
69 cluded in computing such taxable income for Federal Mmme tax purposes;
70 (2) Entire net income shall be determined without the exclusion, deduc-

71 tion or credit of :
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72 (4) the amount of any specific exemption or credit allowed in any
73 law of the Umited States imposing any tax on or measured by the in- flL k
74 come of corporations;
75 (B) amy part of any imcome from dividends or interest on any kind |
76 of stock, securities or indebtedness, except as provided in subsection

7 (k) (1) of this section;

78 (C) taxes paid or accrued to the United States on or measured by
79 profits or income, or the taw imposed by this act; 5
80 (D) net operating losses sustained during any year or period other

81 thawn that covered by the report; {

82 (E) 90% of wterest on indebtedness owing directly or indirectly to
83 holders of 10% or more of the aggregate outstanding shares of the tax-
84 payer’s capital stock of all classes; except that such interest may, in any

85 event, be deducted

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

87 (1) in full to the extent that it relates to bonds or other evi-
88 dences of indebtedness issued, with stock, pursuant to a bona fide
89 plan of reorgamization, to persons,who, prior to such reorgamization,
90 were bona fide creditors of the corporation or its predecessors, but
91 were not stockholders or shareholders thereof;

92 (3) The commissioner may, whenever necessary to properly reflect the

93 entire net income of any taxpayer, determine the year or period in which any
94 dtem of income or deduction shall be included, without being limited to the
95 method of accounting employed by the taxpayer.
1 2. Section 5 of the act of which this act is amendatory is amended to
2 read as follows:
3 5. The franchise tax to be annually assessed to and paid by each taxpayer
4 shall be [measured by [the greater of] whichever of the following results in
5 the greatest amount of tax] the sum of the amount computed under subsection
5a (a) or (b) hereof, whichever is greater, and the amount coﬂputed under sub-

3B section (c) hereof:

6 (a) that portion of its entire net worth as may be allocable to this State
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as provided in section 6 [computed at} multiplied by the rates set forth in
subsection (b) of this section; or

(b) that proportion of its entire net worth as the average value of its
total assets in this State during the period covered by its report is to the
average value of its assets everywhere during such period (for the purpose
of which there shall be included as within this State all intangible personal
property of domestic corporations not having a business situs outside this
State, 40% of the value of such property having a business situs outside this
State, and the entire amount of the intangible personal property of foreign
corporations as would have a business situs within this State for the purpose
of a property tax) [; at the rate of 1 multiplied by the following rates: 2 mills
per dollar on the first $100,000,000.00 of allocated net worth; 440 of a mill per
dollar on the second $100,000,000.00; %, of a mill per dollar on the third
$100,000,000.00; and %o of a mill per dollar on all amounts of allocated net
worth in excess of $300,000,000.00[.] ; [or]

[(¢c) Provided, however, that the franchise tax to be annually assessed to
and paid by any investment company, other than a regulated investment
company, shall be measured by 25%, and in the case of a regulated invest-
ment company by 15% of its entire net worth, at the rates hereinabove set
forth but in no case less than $250.00, unless the taxpayer shall elect to remain
taxable pursuant to any other subsection of this section.]

(¢) [a tax measured byl 1 3/4% of its entire net wncome or such portion
thereof as may be allocable to this State as provided in section 6 [, computed
at the rate of 3 1/2%].

[(d) The tax assessed to any taxpayer pursuant to this act under sub-
sections (a) and (b) of this section shall not be less than the greater of %o
of a mill per dollar on the first $100,000,000.00 and %4¢ of a mill per dollar on
all amounts in exeess of $100,000,000.00 of total assets allocated to this State

in accordance with subsection (b) hereof, and $25.00 in the case of a domestic

5 corporation, or $50.00 in the case of a foreign corporation.]

(d) Provided, however, that the franchise tax to be annually assessed to

and paid by any investment company or regulated investment company which
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38 has elected to report as such and has filed its return in the form and within
39 the time provided in this act and the rules and regulations promulgated in
40 connection therewith, shall, in the case of an investment company, be measured
41 by [the greater of] 25% of its entire net income [or] and 25% of its entire
42 net worth, and, in the case of a regulated investment company, by [the
43 greater of] 15% of its entire net income [or] and 15% of ils entire net
44 worth, at the rates herewnabove set forth for the computation of tax on net wn-
45 come [or] and net worth, respectively, but wm no case less tham $250.00.

46 [(e) In lieu of the tax imposed by subsections (a), (b), (¢) and (d) of
47 this section, any taxpayer, the value of whose total assets everywhere, less
48 reasonable reserves for depreciation, as of the close of the period covered by
49 its report, amounts to less than $100,000.00, may elect to pay the tax shown

50 in the following table:

If Total * The Tax Shall Be
Assets But Less For Domestic For Foreign
Are at Least Than Corporations Corporations
a1 $0 00 $20,000 00 $25 00 $50 00
52 20,000 00 94,000 00 31 00 50 00
53 24,000 00 28,000 00 37 00 50 00
54 28,000 00 32,000 00 - 43 00 50 00
55 32,000 00 36,000 00 49 00 50 00
56 36,000 00 40,000 00 55 00 55 00
57 40,000 00 44,000 00 61 00 61 00
58 44,000 00 48,000 00 67 00 67 00
59 48,000 00 52,000 00 73 00 73 00
60 52,000 00 56,000 00 79 00 79 00
61 56,000 00 60,000 00 85 00 85 00
62 60,000 00 64,000 00 91 00 91 00
63 64,000 00 68,000 00 97 00 97 00
64 68,000 00 72,000 00 103 00 103 00

65 72,000 00 76,000 00 109 00 109 00




66 76,000 00 80,000 00 115 00 115 00
67 80,000 00 84,000 00 121 00 121 00
68 84,000 00 88,000 00 127 00 127 00
69 88,000 00 92,000 00 133 00 133 00
70 92,000 00 96,000 00 139 00 139 00
71 96,000 00 100,000 00 145 00 145 00]
72 (e) The tax assessed to any taxpayer pursuant to [this act under] sub-

73 sectioms (a) [,} and (b) Land (c)] of this section shall not be less than the
74 greater of 5/10 of a mill per dollar on the first $100,000,000.00 and 2/10 of a
75 maill per dollar on all amounts in excess of $100,000,000.00 of total assets al-
76 located to this State in accordance with subsection (b) hereof, and $25.00 in the
77 case of a domestic corporation, or $50.00 in the case of a foreign corporation.
1 3. Section 6 of the act of which this act is amendatory is amended to read
2 as follows:
3 6. In the case of a taxpayer which maintains a regular place of business
4 outside this State other than a statutory office, the portion of its entire net
5 worth to be used as a measure of the tax imposed by section 5(a) of this act,
6 and the portion of its entire net income to be used as a measure of the tax im-
7 posed by section 5(c) of this act, shall be determined by multiplying such en-
8 tire net worth and entire net income, respectively, by an allocation factor
9 which shall be the average of the fractions computed in (A), (B) and (C)
10 below, or of so many of them as may be applicable, that is:
11 (A) The average value of the taxpayer’s real and tangible personal
12 property within the State during the period covered by its report divided by
13 the average value of all the taxpayer’s real and tangible personal property
14 wherever situated during such period ;
15 (B) The receipts of the taxpayer, computed on the cash or accrual basis
16 according to the method of accounting used in the computation of its net in-
17 come for Federal tax purposes, arising during such period from
18 (1) sales of its tangible personal property located within ;chis State at
19 the time of the receipt of or appropriation to the orders where shipments are

20 made to points within this State,

\
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(2) sales of tangible personal property located within this State at the
time of the receipt of or appropriation to the orders where shipment is made
to points outside of the State and sales of tangible pérsonal property located
w‘ithout the State at the time of the reccipt of or appropriation to the orders
where shipment is made to points within the State, but only to the extent of
50% of the receipts from the sales referred fo in this subsection (2),

(3) sales of any such property not located at the time of the receipt of or
appropriation to the orders at any permanent or continuous place of business
maintained by the taxpayer without the State, where the orders were received
or accepted within the State, but only to the extent of 50% of the receipts
from the sales referred to in this subsection (3). For the purposes of this
subsection (3), an order shall be deemed received or accepted within the
State if it has been received or accepted by an employee, agent, ageney or in-

dependent contractor chiefly situated at, connected with, by contract or other-

5 wise, or sent out from a permanent or continuous place of business of the tax-

payer within the State,

(4) services performed within the State,

(5) rentals from property situated, and royalties from the use of patents
or copyrights, within the State,

(6) all other business receipts earned within the State, divided by the
total amount of the taxpayer’s receipts, similarly computed, arising during
such period from all sales of its tangible personal property, services, rentals,
royalties and all other business receipts, whether within or without the State;

(C) The total wages, salaries and other personal service compensation,
similarly computed, during such period of officers and employees within the
State divided by the total wages, salaries and other personal service compen-
sation, similarly computed, during such period of all the taxpayer’s officers
and employees within and without the State.

In the éase of a taxpayer which does not maintain a regular place of busi-

ness outsiae this State other than a statutory office, the allocation factor shall

be 100%.
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4. Section 8 of the act of which this act is amendatory is amended to read
as follows:

8. If it shall appear to the commissioner that an allocation factor deter-
mined pursuant to section 6 does not properly reflect the activity, business,
receipts, [or] capital, entire net worth or entire net income of a taxpayer rea-
sonably attributable to the State, he may adjust it by:

(a) excluding 1 or more of the factors therein;

(b) including 1 or more other factors, such as expenses, purchases, con-

tract values (minus subcontract values);

(e) excluding 1 or more assets in computing entire net worth; or

(d) excluding 1 or more assets in computing an allocation percentage;
or

[(d)] (e) applying any other similar or different method calculated to
[affect] effect a fair and proper allocation [according to the receipts, activ-

ity, business and capitall of the entire net income and the entire net worth
reasonably attributable to the State.

Nothing herein shall be construed to require or permit the commissioner
to adjust an allocation factor determined pursuant .to section 5(b).

5. Section 10 of the act of which this act is amendatory is amended to
read as follows:

[10. Whenever it shall appear to the commissioner that any taxpayer
conducts its business or maintains its records in such manner as either di-
rectly or indirectly to distort its true net worth under this act or the propor-
tion thereof properly allocable to this State, or that any taxpayer maintains
a place of business outside this State, or that any agreement, understanding
or arrangement exists between a taxpayer and any other corporation or any
person or firm, for the purpose of evading tax under this act, or whereby the
activity, business, receipts or net worth of the taxpayer is improperly or in-
accurately reflected, the commissioner is authorized and empowered in his
discretion and in such manner as he may determine to adjust and redeter-

mine such net worth, and to adjust items of gross receipts, tangible property
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and payrolls within and without the State and the allocation of net worth,
or to make such other adjustments in any tax report or tax returns as may be
necessary. The commissioner may require any person or corporation to submit
such information under oath, or to permit such examination of its books,
papers and documents, as may be necessary to enable him to determine the
existence, nature or extent of an agreement, understanding or arrangement
to which this section relates, whether or not such person or corporation is
subject to the tax imposed by this act.]

10. Whenever it shall appear to the commissioner that any taxpayer fails
to maintaim its records in accordamce with sound accounting principles or
conducts its business or maintains its records in such mammer as either di-
rectly or indirectly to distort its true entire net income or its true entire net
worth under this act or the proportion thereof properly allocable to this State,
or whenever any taxpayer maimtains a place of business outside this State, or
whenever any agreement, understanding or arrangement ewists between a tax-
payer and any other corporation or any person or firm, for the purpose of
evading taw under this act, or whereby the activity, business, receipts, ex-
penses, assets, liabililies, mmcome or net worth of the taxpayer are improperly
or waccurately reflected, the commissioner is authorized and empowered, in
his discretion and in such manner as he may determine, to adjust and rede-
termine such items, and to adjust items of gross receipts, tamgible or intan-
gible property and payrolls within and without the State and the allocation
of entire net income or entire net worth or to make any other adjustments in
any tax report or tax returns as may be necessary to make a fair and reason-
able determination of the amount of taw payable under this act. Where (a)
any taxpayer conducts its actwity or business under any agreement, arrange-
ment or understanding i such mamner as esther directly or indirectly to bene-
fit its members or stockholders, or amy of them, or any person or persons di-
rectly or indirectly wnterested in such activity or business, by entering into

any transaction at more or less than a fair price which, but for such agree-

ment, arramgement or understamding, might have beenm paid or received
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therefor, or (b) any taxpayer, a substantial portion of whose capital stock
15 owned eiwther directly or indirectly by or through amother corporation,
enters into amy transaction with such other corporation on such terms as
to create an improper loss or met imcome, the commissioner may include in
the entire net income of the taxpayer the fair profits which, but for such
agreement, arrangement or understanding, the taxpayer might have derived
from such tramsaction. The commissioner may require any person or corpora-
tion to submit such imformation under oath or affirmation, or to permit such
examination of its books, papers and documents, as may be mecessary to
enable him to determine the existemce, nature or extent of an agreement,
understanding or arrangement to which this section relates, whether or not
such person or corporation 1s subject to the tax imposed by this act.

6. Section 13 of the act of which this act is amendatory is amended to
read as follows:

‘[13. In the case of any corporation which organizes or qualifies on or
after January 1 in any year no tax shall be payable in such privilege year;
provided, however, that this section shall not apply to a foreign corporation,
which after January 1, 1937, and prior to the year in which it qualifies, pos-
sessed the privilege of exercising its corporate franchise in this State, or did
business, or employed or owned capital or property, or maintained an office
in this State.]

13. If the amount of the taxable income for amy year of any tawpayer as
returned to the United States Treasury Department is changed or corrected
by the Commissioner of Internal Revenue or other officer of the United States
or other competent authority, or where a renegotiation of a contract or sub-
contract with the United States results in a change in said taxzable income, or
where a recovery of a war loss results in a coMputation or recomputation of
any taw imposed by the Unwited States, such tawpayer shall report such
changed or corrected taxable income, or the results of such remegotiation, or
such computation or recomputation, within 90 days after the final determina-

tion of such chamge or correction or remegotiation, or such computation or
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20 recomputation, or as required by the commissioner, and shall concede the
21 acecuracy of such determination or state Wherein it is erroneous. Awny taw-
22 payer flling an amended return with such department shall also file within
23 90 days thereafter an amended report with the commissioner.

1 7. Section 15 of the act of which this act is amendatory is amended to
2 read as follows: .

3 [15. The tax imposed by this act shall be due and payable with respect
4 to the calendar year 1946, and each year thereafter, measured by the taxpay-
5 er’s net worth as of the close of the calendar year or of its fiscal year next

6 preceding the privilege year, except that in the case of a taxpayer whose

7 fiscal year ends not later than June 30 in the privilege year such measure

8 shall be as of the close of such fiscal year. For the purpose of this section

9 every taxpayer shall use the same calendar or fiscal year upon which it re-
10 ports to the United States Treasury Department for Federal income tax pur-
11 poses.]
12 15. The tax imposed by this act shall be due and payable annually here-
13 after, commencing with the calendar year 1959, in the manmmer provided under
14 esther subsection (a) or subsection (b) of this section, whichever shall be ap-
15 plicable.
16 (a) Every taxpayer shall anmually pay o franchise taw, with respect to
17 all or any part of each of its fiscal or calendar dccounting years [,] beginning
18 after January 1, 1959, to be computed [upon the basis of its entire net income
19 or upon such other basis as may be applicable,] as herein provided, for such
20 fiscal or calendar accounting year or part thereof, on & report whick shall be
21 filed on or before April 15 newt succeeding the close of each such accounting
22 year, or, if any such fiscal year ends after the last day of December and prior
23 to July 1, on or before the fifteenth day of the fourth month after the close of
24 such fiscal year, and the full amount of the tax hereunder shall be due and pay-

25 able on or before the date prescribed herein for the filing of the return.

26 (b) Every tampayer shall pay a like franchise taw with respect to all or

27 amy part of the period begimming January 1, 1959 [,] and extending through
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28 anmy subsequent part of its first fiscal or calendar accounting year ending after
29 said date. Such tax shall be computed [upon the basis of its entire net in-
30 come, or upon such other basts as may be applicable,] as herein provided, for
31 each and every fiscal or calendar accounting year or part thereof begum wnot
32 earlier than July 2, 1957 and ending not later than December 31,1959 [during
33 which such taxpayer has its charter or had the privilege of ewercising its cor-
34 porate charter, or did business, employed or owmed capital or property or
35 mawmtained an office, or otherwise conducted any activity for profit, in this
36 State and] on the basis of which a franchise tax has not accrued under this
37 act prior to January 1, 1959. The tax imposed pursuant to this subsection
38 shall be deemed a single tax for such privilege period but shall be computed
39‘ separately with respect to each such fiscal or calendar accounting year or
40 part thereof om the basis of which a fmnchisé tax has mot previously
41 accrued as aforesard, on a report which shall be filed on or before April
42 15 next succeeding the close of each such accounting year, or, if any
42a such fiscal year ends after the last day of December and prior to July
43 1, on or before the fifteenth day of the fourth month after the close of such
44 fiscal year, and the full amount of the tax hereunder shall be due and payable
45 on or before the date prescribed herewn for the filing of the report.
46 (¢) For the purpose of this act, every tavpayer shall use the same cal-
47 endar or fiscal year upon which it reports to the United States Treasury De-
48 partment for Federal income tax purposes.
49 [(d) Nothing in this section shall operate to relieve any taxpayer from
50 the obligation to pay a tax heretofore imposed under this act.]
1 8. Section 16 of the act of which this act is amendatory is amended to

2 read as follows:

3 [16. For the privilege year 1946, the tax imposed by this act shall con-
4 stitute a lien on all of the taxpayer’s property and franchises on and after
5 January 1 of such year, and all interest, penalties, and costs of collection
6 which fall due or accrue shall be added to and become a part of such lien.

7 For the privilege year 1947 and thereafter, the tax imposed by this act

8 shall constitute a lien on all of the taxpayer’s property and franchises on and
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after January 1 of the year next succeeding the privilege year in which it is
due and payable, and all interest, penalties and costs of collection which fall
due or accrue shall be added to and become a part of such lien. Notwithstand-
ing the provisions of any other law, all such taxes, interest, penalties and costs
heretofore or hereafter imposed or incurred, whether levied or assessed or
not, under this act shall, unless sooner paid, cor\ltinue and remain a lien on all
of the taxpayer’s property and franchises until January 1, 1956, or until the
expiration of 10 years after January 1 of the privilege year in which they
became or become due and payable, whichever shall be later, and no longer.]

16. The tax imposed by this act shall constitute a lien on all of the tax-
payer’s property and framnchises on and after January 1 of the year next suc-
ceeding the year i which it is due and payable, and all wnierest, penallies
and costs of collection which fall due or accrue shall be added to and become
a part of such lien. Notwithstanding the provisions of any other law, all such
taxwes, interest, penalties and costs heretofore or hereafter imposed or in-
curred, whether levied or assessed or not, under this act shall, unless soomer
pard, continue and remain a lien on all of the taxpayer’s property and fran-
chises until the expiration of 10 years after January 1 of the year in which
they became or become due and payable.

9. Section 17 of the act of which this act is amendatory is amended to
read as follows:

17. [(a) on or before April 15, in the case of taxpayers reporting on a
calendar year basis, and on or before Apﬁl 15 or the fifteenth day of the
fourth month following the close of a fiscal year, whichever is later, in the
case of taxpayers reporting on a fiseal year basis, each taxpayer shall duly
execute and file a tax return with the commissioner, in such form and con-
taining such information as he may prescribe, which return shall truly and
acgurately; set forth its liability under this act; and the full amount of the
tax hereunder shall be due and payable to the commissioner on or before the
date prescribed herein for the filing of the return; provided, however, that

for the privilege year 1947 any return and tax payment which under the

foregoing provisions of this section would be due on or before April 15 or
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14 on or before May 15 shall be due on or before May 31, 1947.] (a) If the period

15 covered by the report under this act is other tham the period covered by the
16 report to the United States Treasury Department or is a period of less tham
17 12 calendar mownths, the commissioner may, under regulations prescribed by
18 him, determine the entire net worth and entire net income of the taxpayer in
19 such manner as shall properly reflect its entire net worth and entire net in-
20 come for the period covered by its report under this act.
21 (b) Any taxpayer which shall fail to file its return when due shall be
22 liable to a penalty of $2.00 for each day of delinquency, which penalty shall
23 be payable to, and recoverable by, the commissioner as a part of the tax
24 herein imposed. If any tax be not paid when the same becomes due, as herein
25 provided, there shall be added to the amount of the tax a sum equivalent to
26 5% thereof, as a penalty, and, in addition thereto, interest at the rate of 1%
27 per month or fraction thereof from the date the tax became due until the same
28 be paid. The commissioner, if satisfied that the failure to comply with any
29 provision of this [section] act was excusable, may abate or remit the whole
30 or part of any penalty.
1 10. Section 18 of the act of which this act is amendatory is amended to
2 read as follows:
3 [18. The commissioner shall design a form of return and forms for such
4 additional statements or schedules as he may require to be filed therewith.
5 Such forms shall provide for the setting forth of such facts as the commis-
6 sioner may deem necessary for the proper enforcement of this act. He shall
7 cause a supply thereof to be printed and shall furnish appropriate blank
8 forms to each taxpayer upon application or otherwise as he may deem neces-
9 sary. Failure to receive a form shall not relieve any taxpayer from the ob-
10 ligation to file a return under the provisions of this act. Hach such return
11 shall be made upon the oath or affirmation of the president, vice-president,
12 or secretary or treasurer of the taxpayer, and in the case of a corporation in
13 liquidation or in the hands of a receiver or trustee, shall be made on the oath
14 or affirmation of the person responsible for the conduet of the affairs of such

-

15 corporation.}



16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

1

2

3

16

18. The commissioner shall design a form of return and forms for such
additional statements or schedules as he may require to be filed therewith.
Such forms shall provide for the setting forth of such facts as the commas-
sioner may deem necessary for the proper enforcement of this act. He shall
couse o supply thereof to be printed amd shall furnish appropriate blank
forms to each taxpayer upon application or otherwise as he may deem neces-
sary. Failure to recetve a form shall not relieve any taxpayer from the ob-
ligation to file a return under the provisions of this act. Each such return
shall have amnexed thereto a certification by the president, vice-president,
comptroller, secretary, treasurer, assistant treasurer, accounting officer of the
taxpayer or any other officer of the taxpayer duly authorized so to act to the
effect that the statements contained theren are true. The fact that am indi-
vidual’s name s signed on a certification of the report shall be prima facie
evidence that such individual is authorized to sign amd certify the report on
behalf of the corporation. In the case of a corporation in liquidation or in
the hands of a recewer or trustee, certification shall be made by the person
responsible for the conduct of the affairs of such corporation.

11. Section 19 of the act of which this act is amendatory is amendéd to
read as follows:

19. The commissioner may grant a reasonable extension of time for the

4 filing of returns or the payment of tax, or both, under such rules and regu-
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lations as he shall prescribe, which rules and regulations may require the fil-
ing of a tentative return and the payment of an estimated tax[, but no such
extension shall be granted beyond December 1 of the privilege year.]. If the
time for filing the return shall be extended, the payment of the portion of
the tax remaining to be paid, if any, shall be postponed to the date fixed by
the extension of the time for the filing of the return, but in every such case
the corporation shall pay, in addition to the unpaid portion of the tax,
interest thereon at the rate of 6% per annum from the time when the return

originally was required to be filed to the date of actual payment under the

extension; provided, that if such unpaid portion of the tax is not paid within
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15 thé time fixed under the extension, the interest on such unpaid portion shall
16 be computed at the rate of 1% per month or fraction thereof to be caleulated
17 from the date the tax was originally due to the date of actual payment.
1 [12. This act shall take effect immediately, except that the amended sub-
2 section (c¢) of section 5 of the act of which this act is amendatory shall take
3 effect on January 1, 1959.]
4 12. The provisions of this act shall be effective with respect to ihe taw
5 payable in the year 1959 and thereafter and, with respect to the tax payable
6 in 1958 and prior years, shall not affect the provisions of, or any obligations
7 heretofore incurred under, the Corporation Business Tax Act (1945).

1 13. This act shall be effective immediately.
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and anmiending and supplementing an act el}titIed ““An act to provide for the
imposition of a franchise tax upoﬁ certain corporations and for the dis-
tribution of the proceeds thereof, repealing sections 54:13-1 through 54:13-8
and chapter 32—A of Title 54, of the Revised Statutes, and.making an ap-
propriation for the administration of such tax,”” approved April 13, 1945

(P. L. 1945, c. 162), as amended and supplemented.

Be 11 ExactED by the Senate and General Assembly of the Stc;te of New
Jersey: |

1. Section 4 of the act of which this act is amenda‘tor'ry is amended to read
as followé: |

4, For the purposes of this act, unle‘ss the eénfex’c requires a different
meaning :

(a) “.‘ Commissioner’’ shall mean the Director of the Division of Taxation
of the S.tate Department of [Taxation and Finance] the Treasury.

(b) ‘¢ Allocation factor”’ shall mean the proportionate part of a tax-
payer’s net worth or entire net income used t;v determine a measure 6f its
tax under this act.

(e) “0011)01 ation’’ shall mean any c01po1at10n, joint- sté)ck comi)any or

assoclatlon and any. business conducted by a trustee or trusteeq wherein in-

EXPLAI\ATION—Mauer enclosed in bold-faced bracke!s Ethusl in the above bill is not enacled
and is intended to be omitted in the law
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terest or ownership is evidenced~b_\' a certificate of interest or ownershiy
or similar written instrument. |

(d) “Net worth” shall mean the aggregate of the values disclosed Ly
the books of the corporation for (1) issued and outstanding capital stoel,
(2) paid-in or capital surplus, (3) earned surplus and ;111::1i\'i(lod profits, (1
surplus reserves which can reasonably be expected to acerue to holders or
owners of equitable shares, not including reasonable valuation 1'eserx'és, cuch
as reserves for depreciation or obsolescence or depletion, and (5) the
amgunt of all indebtedness owing directly or indirectly to holders of 107
or more of the aggregate outstanding shares of the taxpayer’s capital stock
of ali plasses, as of the close of a calendar or fiscal year. However, if in the
opinion of the commissioner, the corpora‘tio.n’s books do not disclose fair
valuations the commissioner may make a reasonable determination of the net
worth which, in his opinion, would reflect the fair value of the assets car-
ried on the books of the corporation, in accordance with sou-nd accounting
principles, and such determination shall be used as net worth for the pur-
pose of this act.

(e) ‘“‘Indebtedness owing directly or inciirectly” shall inclﬁde, without
limitation thereto, all indebtedness owing to any stockholder or sharcholder
and to mémbers of his immediate family where a stéc.kholder and members
of ﬁis immediate family together or in the aggregate own 10% or more of
the aggregate outstanding shares of the taxpayer’s capital stock of all classes.

| (f) ““Investment company’’ shall ﬁean any cor'boration whose business
during the period covered by its repoi't consisted, to tlie extent of ¢;It least
90%.the1.'eof of holding, investing and reinvesting in stocks, bonds, notes,
mortgages, debentures, patents, patent rights and other sccurities for its own
account, but this shall not include any corporation which: (1) is a merchaut
or a dealer of stocks, bonds and other securities, regularly engaged in buy-
ing the same and selling the same to customers; or (2) had less than 90"

of its average gross assets in New Jersey, at cost, invested in stocks, hond:.

debentures, mortgages, notes, patents, patent rights or other securities of
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3 cousisting of cash on deposit during the period covered by its report; or

(3) owned more than 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

7 period covered by its report.

(g) ‘““Regulated investment company’’ shall mean any corporation which
for a period covered by its report, is registered and regulated under the In-
vestment Company Act of 1940 (54 Stat. 789), as amended.

(b) “Taxpayer’” shall mean any corporation requh‘ed to report or to

2 pay taxes, interest or penalties under this act.

(1) “Tiscal yegr” shall mean an accounting period ending on any day
other than the last day of December on the basis of which the taxpayer is
required to r‘eport for Federal wmcome tax purposes.

(3) Except as ﬁerein otherwise provided, “‘privilege [year] period’’ shall
‘mean the caléndqr [year] or fiscal accounting period [in and] for which a
tax is payable under tlﬁs act.

(k) "‘Entire net wncome’’ shall mean total net imcome from all sources,
whether within or w'ithout the United States, and shall include the gain de-
rived ».from the employment of capital or labor, or from both combined, ds

well as profit gained through a sale or conversion of capital assets. For

9 the purpose of this act, the amount of a taxpayer’s entire net income shall be

deemed prima ]’otciej to be equal wn amount to the taxable wmcome, before net
operating loss deduction and special deductions, which the taxpayer is re-
quired to report to the United States Treasury Department [,] for the pur-
pose of computing its Federal income tax;.provided, however, that wn the de-
tgrmiﬂation of such entire net income,

(1) Entire net income shall not include 50% of dividends which were in-
cluded in compuling such tawable income for Federal income tax purposes;

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

tion or credit of :



WY 01 AR S VI I e A

L SRR

79
80

81

83
84
85

86

- 87

88

-89

90

91

92

v
B 8 B B T s SN DRI o i e e PP PR P S WY LB i T M & e e b 5 - Al o R A

4

(4) the amount of any specific exemption or c;'edit allowed in any
law of the United States iumposing any tax on or measured by the in-
come of corporations;

(B) any part of any income from dividends or interest on any kind
of stock, securities or indebtedness, except as provided in subsection
(k) (1) of this section;

(C) tazes paid or accrued to the United States on or measured by
profits or wmcome, or the tax imposed by this act;

(D) net operating losses sustained during any year or period other
than tl.z,at'covered by the report; |

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

holders of 10% or more of the aggregate outstanding shares of the taz-

- ‘payer’s capital stock of all classes; except that such interest may, in any

event, be deduéted

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

(1) wn full to the extent that it relates to bonds or other evi-
dences of indebtedness issued, with stock, pursuant to a bona fide
plan of reorganization, to persons,who, prior to such reorgamization,
_w’ere bona fide creditors of the ’corpo»ratio-n or its predecessors, but
were not stockholders or shareholders thereof;

(3) The commissioner may, whenever necessary to properly reflect the

93 entire net income of any taxpayer, determine the year or period in which any

94 item of wcome or deduction shall be included, without being limited to the

9

()

1
2,

3

method of accounting employed by the taxpayer.

2. Section 5 of the act of which this act is amendatory is amended to

read as follows:

2

5. The franchise tax to be annually assessed to and paid by each taxpayer

4 shall be [measured by [the greater of] whichever of the following results i

5 the greatest amount of tax] the sum of the amount computed under subsection

5a (a) or (b) hereof, whichever is grealer, and the amount computed under sub-

N3

- 5B section (¢) hereof :

(a) that portion of its entire net _\vorth as hmy be allocable to this Stat¢
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as provided in section 6 [computed a!] multiplied by the rates set forth in
subsectiou (b) of this section; or |

(b) that proportion of its entire net worth as the average value of its
total assets in this State during the period covered by its report is to the
avefage value of its assets everywhere during such period (for the purpose
of which there shall be included as within this Stlate all intangible personal
property of domestic corporations not having a business situs outside this
State, 409 of the value of such property having a business situs outside this
State, and the entire amount of the intangible personal property of foreign
corporations as would have a business situs within this State for the purpose
of a property tax) [; at the rate of ] multiplied by the following rakies: 2 mills
per dollar on thel first $100,000,000.00 of allocated net worth; 440 of a mill per
dollar on the second $100,000,000.00; 340 of a mill per dollar on the third »
$106,000,000.00; and %, of a mill per dollar on all amounts of allocated net
worth in excess of $300,000,000.00[.] ; [or]

[(c) Provided, however, that the franchise tax to be annually assessed to
and péid by any investment company, other than a regulated investment
company, shall be measured by 25%, and in thé case of a regulated invest-

ment company by 15% of its entire net worth, at the rates hereinabove set

5 forth but in no case less than $250.00, unless the taxpayer shall elect to remain

taxable pursuant to any other subsection of this section.]
(¢) La tax measured by) 1 3/4% of its entire net income or such portion

thereof as may be allocable to this State as provided in section 6 [, computed

- at the rate of 3 1/2%].

[(d) The tax assessed to any taxpayer pursuant to this act under sub-
sections (a) and (b) of this section shall not be less than the greater of %,

of a mill per dollar on the first $100,000,000.00 and %10 of a mill per dollar on

3 all amounts in excess of $100,000,000.00 of total assets allocated to this State
in accordance with subsection (b) hereof, and $25.00 fn the case of a domestie

o corporation, or $50.00 in the case of a foreign corporation.]

(d) Provided, however, that the franchise tax to be annually assessed to

and paid by any investment company or regulated investment company which
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38 has elected to report as such and has filed its rcturn in the form and withz:ﬁ
39 the time provided in this act and the rules and regulations prom-ulga‘ted Fe
40 connection therewith, shall, in the case of an investment company, be measured
41 by [the greater of ] 25% of its entire net income [or] and 25% of its entire
42 net worth, and, in the case of a regulatcd investment company, by [the
43 greater of] 15% of its entire net income [or] and 15% of ils entire net
44 worth, at the rates hereinabove set forth for the comp-utdtion of tax on net in-
45 come [or] and net worth, respéctively, but w no case less than $250.00.

46 [(e) In lieu of the tax imposed by subsections (a), (b), (¢) and (d) of

'47 this section, any taxpayer, the value of whose total assets everywhere, less

48 reasonable reserves for depreciation, as of the close of the period covered hy
49 its report, amounts to less than $100,000.00, may clect to pay the tax shown .

50 in the following table:

72,000 00

If Total : The Tax Shall Be
Assets But Less For Domestic For IForeign
Are at Least Than Corporations .  Corporations
51 | $0 00 $20,000 00 $25 00 - $50 00
52 20,00 00 94,000 00 31 00 50 00
53 24,000 00 28,000 00 37-00 50 00
54 28,000 00 32,000 00 43 00 50 00
55 . 32,000 00 36,000 00 49 00 50 00
56 36,000 00 40,000 00 55 00 55 00
57 40,000.‘00 © 44,000 00 61 00 6100
58 '-44,600 00 48,000 00 6700 67 00
59 48000 00 52,000 00 73 00 7300
60 52,000 00 56,000 00 79 00 79 00
61 56,000 00 60,000 00 85 00 85 00
62 60,000 00 '64,000 00 91 00 91 00
63 64,00‘0 00 68,000 00 97 00 97 00
64 68,000 00 72,000 00 103 00 103 00
65 | 76,000 00 109 00 109 00
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76,000 00 80,000 00 115 00 . 115 00

80,000 00 84,000 00 121 00 121 00
84,000 00 88,000 00 127 00 127 00
88,000 00 92,000 00 133 00 133 00
92,000 00 96,000 00 139 00 139 00
96,000 00 100,000 00 145 00 145 00]

(e¢) The tax assessed to any taxpayer pursuant to [this act under] sub-
sections (a) [,] and (b) [and (c)] of this section shall not be less than the
greater of 5/10 of a mill per dollar on the first $100,000,000.00 and 2/10 of a
mall per dollar on all amounts in excess of $100,000,000.00 of total a.sseté al-
located to ﬂzig State in accordance with subsection (b) Lereof, and $25.00 in the
case of a,vdo‘meét'ic corporation, or $50.00 in the case of a foreign corporation.

3. Section 6 of the act of which this act is amendatory is amended to read
as follows:

6. In the case of a taxpayer which maintains a regular place of business

‘outside this State other than a statutory office, the portion of its entire net

worth to-be used as a measure of the tax imposed by section 5(a) of this act,

and lhe portion of its entire net income to be used as a measure of the tax im-

- posed by section 5(c) of this act, shall be determined by multiplying such en-

tire net worth and ewntire net income, respectively, by an allocation factor
which shall be the average of the fractions computed in (A), (B) and (C)
below, or of so many of them as may be applicable, that is:

(A) The average value of the taxpayer’s real and tangible personal

: proberty within the State during the period covered by its report divided by

3 the average value of all the taxpayer’s real and tangible personal property

wherever situated during such period ;
(B) The receipts of the taxpayer, Computod on the cash or accrual basis

according to the method of accounting used in the computation of its net in-

vome for Federal tax purposes, arising during such period from

(1) sales of its tangible personal property located within this State at

{ the time of the receipt of or appropriation to.the orders where shipments are

made to points within this State,
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(2) sales of tangible persenal property located within this State at {Je

time of the reeeipt of or appropriation to the orders where shipment is mad.

to points outside of the State and sales of tangible personal property located
without the State at the time of the 1'ec;:cipt of or appropriation to the ordeps
where shipment is made 1o points within the State, but onlv to the extent or
50% of the receipts from the sales referred to in this subsection (2),

(3) sales of any such property not located at the time of the receipt of or

appropriation to the orders at any permanent or continuous place of business

maintained by the taxpayer without the State, where the orders were received

or accepted within the State, but only to the extent of 50% of the receipts

from the sales referred to in this subsection (3). For the purposes of this

' subsection (3), an order shall be deemed received or accepted within the

State if it haé been feceived or accepted by an employee, agent, ageney or in-
depehdent contractbr ‘chiefly situated at, connected with, by contract or other-
wise, or sent out from a permanent or continuous place of business of the tax-
payer within the State,

- (4) | services performed within the State,

(5) rentals fl‘oﬁl property sitnated, and royalties from the use of patents
or cobyrights, within the State,

(6) all other business receipts earned within the State, divided by the
total amount of the taxpéyer’s recei pts, similarly eomputed, arising during
such period from all sales of its ’gzmg‘ible personal property, serviees, rentals,
royalties and all other business reccipts, whether within or without the State;

(C) The total wages, salaries and other personal serviee compensation.
similarly computed, during such period of officers and employees within th{
State divided by the total wages, salaries and other personal service compen-
sﬁtion, similarly computoa, during such period of all the taxpayer’s officcers
and employees within and without the State.

In the case of a taxpayer which does notmaintainz; regular place of st
ness outside this State other than a statutory office, the allocation factor shali

be 100%.

el .
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4. Scetion 8 of the act of which {his aet is amendatory is amended to read -
as follows’:

8. If it shall appear to the commissioner that an allocation factor deter-
mined pursuant to section 6 does not properly refleet the activity, business,
receipts, [or] capital, entire nct worth or entire net income of a taxpayer rea-
sonably attributable to the State, he may adjust it by:

(a) excluding 1 or more of the factors therein;

(b) including 1 or more other factors, such as expenses, purchases, con-

tract values (minus subcontract values);

(¢) excluding 1 or more assets in computing entire net worth; or

(d) excludingi or more assets M computing an allocation perccnﬁagé;
or .

E(@1 ¢ e ) applying any other similar or diffel'éllt method calculated to
Jaffect] eﬁ'egt a fair and proper allocation [according to the receipts, activ-

5 ity, business and capital] of the entire net income and the entire net worth

reasonébly attributable to the State.

Nothing herein shall be construed to require or permit the commissioner
to adjust an qllocétion factor determined pursuant to section 5(b).’

5. Section 10 of the act of which this act is amendatory is amended to
read as follows:

[10. Whenever it shall appear to the commissioner that any taxpayer
conducts its business or maintains its records in such manner as either di-
rectly or indirectly to distort its true net worth undér this act or the propor- .
tion *thereéf properly allocable to this State, or that any taxpayer maintains
a place of business outside this State, or that any agreement, understanding
or arrangement exists between a taxpayer and aﬁy other) corporation or any
pérson or firm, for the purpose of evading taxr under this act, or whereby the
activity, business, receipts or net \voﬁh' of th(; taxpayer is improperly or in-
accurately reﬂectéd, the commissioner is authorized and empowered in his
discretion and in such manner as he may determine to adjust and redeter-

mine such net worth, and to adjust .items of gross receipts, tangible property
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and payrolls within and without the State and the allocation of net worth,

or to make such other adjustments in any tax report or tax returns as may be
necessary. The commissioner may require any person or corporation to submit
such information under oath, or to permit such examination of its books,
papers and documents, as may he necessary to enable him to determine the
existence, nature or extent of an agreement, understanding or arrangement
to which this section relates, whether or not such person or corporation is
subject to the tax imposed by this act.]

10. Whenever it Shall appear to the commissioner that any taxpayer fails
to maintain its records in accordance with sound accounting principles or
émzducts s bzcsine,ss or maintains its records in such manner as either di-
rectly or indirectly to distort its true entire net income or its true entire net
worth.under this act or the proportion thereof properly allocable to this State,
or whenever any taxpayer maintains a place of business outside this State, or
whenever any agreement, understanding or arranyement exists between a taz-
paycr and any other corporation or any person or firm, for the purpose of
evading tax under tlzis act, or whereby the activity, business, receipts, ex-
penses, assets, liabilities, income or net worth of the taxpayer are improperly
or inaccurately reflected, the commissioner is authorized qnd empowered, in
?z-is discreti’on and in such manner as he may determine, to adjust and rede-

termine such items, and to adjust items of gross receipts, tangible or intan-

5 gible property and payrolls within and without the State and the allocation

of entire net income or entire net worth or to make any other adjustments in
any tax report or tax returns as may be necéssm-y to make a fair and reason-
able determination of the amount of taw payable under this act. Where (@)
any ta:.vpayer conducts its actiwity or business under any agreement, arrange-

ment or understanding in such manncr as either directly or indirectly to bene-

fit.its members or stockholders, or any of them, or any person or persons di-

rectly or indirectly interested in such activity or business, by entering vilo
any transaction at more or less than a fair price which, but for such agree-

ment, arrangement or understanding, might have been paid or reccived
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therefor, or (b) any taxpayer, av.‘s-u.lr/simz:tial portion of whose capital stock
is owned (;ifher directly or tndirectly by or through another corporation,
enters into any transaction with such other corporation on such terms ds
to creaté an tmproper loss or net income, the cmmnisszfoner may nclude n
the entire net income of the taxpayer the fair profits which, but for such
agrecment, arrangement or understanding, the taxpayer might have deriwed
from such transaction. The commissioner may réquire any person or corpora-
tion to submit such wnformation under oath or affirmation, or to permit such
cxamination of its books, papers and documents, as may be necessary to
enable him to detemz@ne the existence, nature or extent of an agreement,
understanding or arrangement to which this section relates, whether or not
such person or corporation is subject to the tax imposed by this act.

6. Section 13 of the act of which this aet is anfendatory is amended to
read as follows:

[13. In the case of any corporation which organizes or qualifies on or
after January 1 in any frear no-tax shall be payable in such privilege year;
provided, however, that this section shall not apply to a foreign corporation,
which after January 1, 1937, and prior to the year in which it qualifies, pos-
sessed ‘the privileg'e of exercising its corporate franchise in this State, or did
business, or employed or owned capital or property, or maintained an office
in this State.]

15. If the amount of the tawable income for any year of any taxpayer as

rcturned to the United States Treasury Department is changed or corrected

2 by the Commissioner of Internal Revenue or other officer of the United States

or other competent authority, or where a renegotiation of a contract or sub-
contract with the United States results in a change in said taxable income, or

where a recovery of a war loss results in a computation or recomputation of

i any tax impbsed by the Uwited States, such taxpayer shall report such
¢ changed or corrected taxable income, or the results of such renegotiation, or

sueh computation or recomputation, within 90 days after the final determina-

lion of such change or correction or renegotiation, or such computation or
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recomputation, or as required bg/ ﬁm cominissioncr, and skall concede 4y,
accuracy of such determination or state wherein it is erroweous. Any o,
payer filing an amended return with such departinent shall elso file wity:,,
90 days thereafter an amended report with the commissioner.

7. Section 15 of the act of which this act is amendatory is amended t
read as follows:

[15. The tax imposed by this act shall be due and pagable with respect
to the calendar year 1946, and each year thereafter, measured by the taxpa;.
er’s net worth as of the close of the calendar year or of its fiscal year neyr
preceding the prix.'ilege year, except that in fhé case of a taxpayer whose
fiseal year ends not later than June 30 in the privilege year such méasure
zhall be as of the close of such fiscal year. For the purpose of this seetion
every taxpayer shall use the same calendar or fiscal year upon which it re-
ports to the United States Treasury Department for Federal income tax pur-
poses.]

15. The tax imposed by this act shall be due and payalle annually here-
after, commeﬁcing with the calendar year 1959, in the manyer provided under
either subsection (a) or subsection (b) of this section, whickcver shall be ap-
plicable. |

(a) Every tazpayer shall annually pay a franchise taz, with respect tu
all or any part of each of its fiscal or calendar accounting yezrs [,] beginning
-after Jamgar-y 1, 1959, to be computed [upon the basis of its cuntire net income
or upon such other basis as may be applicable,] “as herein provided, for such .
fiscal or calendar accounting year or part thereof, on a repsri ik z'.ch shall be
filed on or beforé April 15 nezpt succeeding tie close of each such accounding
year, or, if any such fiscal year ends after the last day of Deczwmnber and pricr
to July 1, on or before the ﬁfz"eenth day of the fourth fn'z-.onh’; citer the close of
such ﬁscal year, and the full amount of the tax hercunder shall 7z due gﬂd pait-
able on or before the date prescribed he"rei-n for the filing o~ 7.z retilm.

(b) E’-very taxpayer shall pay a lilc franchise tax witi. rizpect 1o all 6r

any part of the period beginning January 1, 1959 [,] and exizznding through
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13
any subsequent part of its first fiscal or calendar accounting year ending after
said date. Such tax shall be computed [upon the basis of its entire net in-
come, or upon such other basis as may be applicalle,] as herein provided, for
cach and every fiscal or calendar accounting year or part thereof begum not
carlicr than July 2, 1957 and ending not later than December 31,1959 [during
which such tazpayer has its charter or had the privilege of exercising its cor- -
porate charter, or did business, employed or owned capital or property or
maintained an office, or otherwise conducted any activity for profit, in this
State and] on the basis of which a franchise tax has not accrued under this

act prior to January 1, 1959. The tax imposed pursuant to this subsection

38 shall be deemed a single tax for such [privilege] period but shall be computed -

separately with r.espect to each such fiscal or calendar accounting year or
part thereof om the basis of which a franchise tax has not previézisly
accrﬁed as aforesaid, on a report which shall be filed on or before April
15 mext succeeding the close of each such accounting year, or, if any
sﬁch ﬁ;scal year ends after the last day of December and prior to July
1, on or before the fifteenth day of the fom*lth month aftef the close of such
fiscal year, and tlzé full amount of the tax hereunder shall be due and payable
on or befofe, the date prescribed herewn for the filing of the report.

(¢) For the purpose of this act, evéry taxpayer shall use the same cal-
endar or fiscal year wpon which it reports to the United States Treasury De-
partment for Federal income tas purposes.

[(d) Nothing in this section shall operate to relieve any taxpayer ffom
the .obliga,tion to pay a tax heretofore é'mposezl under this act.]

8. Section 16 of the act of which this act is amenda‘t_ory is amended to
read as follows: | |
[16.. For the privilege year 1946, the tax impose:d by this act shall con-.
stitute a Iie}l on all of fhe taxpaver’s properlty and franchises on and after
3ﬁnuary 1 of such vear, and all interest, penalties, and costs of collection
which fall dﬁe or accrue shall be added to and become a part of such lien.

For the privilege vear 1947 and therecafter, the tax imposed by this act

shall constitute a lien on all of the taxpayer’s property and franchises on and



14
-9 after January 1 of the year next suceceding the privilege year in whicl, it e
i0 dﬁe and payable, and all interest, penalties and costs of collection whieh full
11 due or acerue shall be added to and become a part of such lien. Notwithstyp.
12 ing the provisions of any other law, all such taxes, interest, penalties and costs
13 heretofore or hereafter imposed or ineurred, whether levied or assessed .
14 not, under this act shall, unless sooner paid, continue and remain a lien on all
15 of the taxpayer’s property and franchises until J anuary 1, 1956, or unti] {},c
16 expiration of 10 years after January 1 of the privilege year in which thev
17 became or become due and payable, whichever shall be lafer, and no longer.]

18 16. The tax umposed by this act shall constitute a lien on’all of the taz.

b
¢
b
&
g,
&

19 pdyer’s property and franchises on and after January 1 of the year newt suc-

20 ceeding the yea.r w whick it is duc and payable, and all interest, penalties
z ’ 21 and costs of céllectién whach fall due or accrue shall be added to and becomle
22 a part of such lien. N otwithstanding the provisions of any other law, all such
23 taxes, interest, penalties and costs lerctofore or hereafter imposed or in-
24 curred, whether levied or assessed or not, under this act shall, unless sooner
25 pard, contl'inu,e gnd remain a lien on all of the taxpayer’s property and fran-
26 chises until the ewpirdtion of 10 years after January 1 of the year wn which

27 they became or become duc and payable. .

’ 1 9. Section 17. of the act of which this act is amendatory is amended to
é 2 read as follows:

f 3 17..[(a) on or before April 15, in the case of taxpayers reporting on a
f 4 calendar year basis, and on or before April 15 or the fifteenth day of thé
5 fourth month following the close of a fiscal year, whichever is later, in the
x 6 case of taxpayers reporting on a fiscal year basis, each taxpayer shall duly
; ' . .
i 7 execute and file a tax return with the commissionei', in such form and con-
;: , 8 tairﬁng such information as he may prescribe, which return shall truly and
5 9 écqqrately, set forth its liability under this act; and the full amount of the
; 10 tax hereunder shall be due and payable to the commissio.ner on or before the
‘ | © 11 .date preseribed herein for the filing of the return; provided, however, that
1 .

12 for the privilege year 1947 any return and tax payment which under the

13 foregoing provisions of this section would be due on or before April 15 or
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on or before May 15 shall be due on or before May 31, 19471 (a) If the period
covered by the report under this act is other than th.c period covered by the
report to the United States Treasury Depertment or is a period of less than
12 calendar months, the commissioner may, under reguletions prescribed by
him, determine the entire net worth and cutire nct incoine of the tavpayer in
such manner as shall properly rcﬂe;:t its entire net worth and entire net in-
come for the period covered by its report under this act.

(b) Any taxpayer which shall fail to file its return when due shall be
liable to a penalty of $2.00 for each day of delinquency, \;’hich penalty shall .
be payable to, and recoverable by, the commiésioner as a part of the tax
herein imposed. If any tax be not paid when the same becomes due, as herein
provided, there shall be added to the amount of. the tax a sum equivalent to
5% thereof, as a penalty, and, in addition thereto, interest at the rate of 1%
per month or fractiqn thereof from the date the tax became due until the same
be paid. The comunissioner, if satisfied that the failure to 'coxnpl}; with any
provision of this [section] act was excusable, may abate or remit the WhOlE':
or part of ahy penalty.

10. Section 18 of the act of which this act is amendatory is amended to
read as follows:

[18. The commissioner shall design a form of return and forms for such
additional statements or schedules as he may require to be filed therewith.
Such forms shall provide for the setting forth of such fgcts as the commis-
sioner may deem necessary for the properél,lfOl’cemellt of this act. He shail
cause a supply thereof to be printed and shall furnish appropriate blank
forms to each taxpayer upon application or otherwise és he may deem neces-
sary. Failure to receive a form shall not relieve any taxpayer froxﬁ the ob-
ligation to file a return under the provisions of this’-act. Each such return
shall be made upon the cath or affirmation of the president, viee-president,
or secrctary or treasurer of the taxpa_.yer, and in the case of a cox‘p;oration in
]iQuiddtion or in the hands of a receiver or trustee, shaﬂ be made 611 the oath
or aflirmation of the person responsible for the conduct of the affairs of sﬂch.

corporation.] .
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16 18. The commissioner shall design a form of return and forms for such

17 additional statements or schedules as he may require to be filed thérewith.‘

18 Such forms shall provide for the settihg forth of such facts as the commis-
19 sioner may deem necessary for the proper enforcement of this act. He shall
20 cause a supply thereof to be printed and shall furnish appropriate blank
21 forms to each taxpaycr upon application or otherwise as he may deem neces-
22 sary. Failure to receive a form shall not relicve any taxpayer from the ob-
23 ligation to file a return under the provisions of this act. Each such return

24 shall have annexed thereto a certification by the president, vice-president,

25 comptroller, secretary, treasurer, assistant treasurer, accounting officer of the -

26 taxpayer or any other officer of the ta:vpaycrduly authorized so to act to the
27 effect that the statements contained therem are true. The fact that an indi-

28 vidual’s name is signed on a certification of the report shall be prima facie

29 evidence that such wndividucl is authorized to sign and certify the repori on

30 behalf of the corporation. Im the casc of a corporation in liquidation, or in
31 the hands of a receiver or trustee, certification shall be made by the person
32 responsible for the conduct of the uffairs of such corporation. |
i 11. Section 1é of the act of which this act is amendatory is amended to
2 read as follows: |
3 19. The comﬁissioner may grant a reasonable extension of time for the
4 ﬁling of returns or the payment of tax, or both, under such rules and regu-
5 lations as he shall preseribe, W}Z;icll rules and regulations may require the fil-

6 ing of a tentative return and the payment of an estimated tax[,‘b‘ut no such

' 7 extension shall be granted beyond December 1 of the privilege year.]. If the

8 time for filing the return shall be extended, the payment of the portion of '

9 the tax remaining to be paid, if any, shall be postponed to the date fixed by .-

10 the extension of the time for the filing of the retur;i, but in every such case
1,1 the corporation shall pay, in addition to the unpdid portion of the tax,
12 interest thercon at the rate of 6% per annum from the time when the return

13 originally was .required to be filed to the date of éctual payment under the

14 ex.tens.iori;.provided, that if such unpzﬁd.portion of the tax is not paid within.

2
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15 the time fixed under the extension, the interest on such unpaid portion shall
16 be computed at the rate of 1% per month or fraction thereof to be calculated
17 from the date the tax was originally due to the date of actual payment. |
1 [12. This act shall take effect immediately, except that the amended sub-
2 section (c) of section 5 of the act of which this act is amendatory shall take
3 effect on January 1, 1959.]
4 12. The provisions of this act shall be effective with respect to the tax
5 payalble in the year 1959 and thereafter and, with respect to the tax payable
6 in 1958 and prior years, shall not affect the provisions of, or any.obligations
7 heretoforé wncurred under, the Corporation Business Tax Act (1945).

1 13. This act shall be effective immediately.
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STATE OF NEW JERSEY
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INTRODUCED NOVEMBER 16, 1959
By Assemblymen PANARO, MARUT, KAY and MARRYATT
(Without Reference)

Ax Acr to amend the ‘‘Corporation Business Tax Act (1945),”’ appreved April
13, 1945 (P. L. 1945, c. 162).

1 Be 11, ENACTED by the Senate and General Assembly of the State of New
2 Jersey:

1 1. Section 5 of the act of which this act is amendatory is amended to
2 read as follows:

3 5. The franchise tax to be annually assessed to and paid by each tax-
4 payer shall be the sum of the amount computed under subsection (a) or (b)
5 hereof, whichever is greater, or, in the alternative to the amounts computed
6 under subsection (a) or (b) hereof, the amount computed under subsection
7 (f) hereof, and the amount computed under subsection (e¢) hereof:

8 (a) that proportion of its entire net worth as may be allocable to this
9 State as provided in section 6 multiplied by the rates set forth in subsection
10 (b) of this section; or

11 (b) that portion of its entire net worth as the average value of its total
12 assets in this State during the period covered by its report is to the average
13 value of its assets everywhere during such period (for the purpose of which
14 there shall be included as within this State all intangible personal property

15 of domestic corporations not having a business situs outside this State, 40%

16 of the value of such property having a business situs outside this State, and
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the entire amount of the intangible personal property of foreign corpora-

tions as would have a business situs within this State for the purpose of a

'pl?opgr‘_ty, tax) multiplied by the following rates: 2 mills per dollar on the

first $100,000,000.00 of allocated net worth; %0 of a mill per dollar on the
second $100,000,000.00; %o of a mill per dollar on the third $100,000,000.00;
and %, of a mill per dollall* on all amounts of allocated net worth in excess of
$300,000,000.00;

(e) 134% of its entire net income or such portion thereof as may be
allocable to this State as:. provided in section 6.
(d) Provided, however, that the franchise tax to be annually assessed
to and paid by any investment company or regulated investment company
Which has elected to report as such and has filed its return in the form and
Within the time provided in this act and the rules and regulations promul-
gated in connection therewith, shall, in the case of an investmen“c company,
be measured by 25% of its entire net income and 25% of its entire net worth,
and, in the case of a regulated investment company, by 4% of its entire net
ingomeland 15% of its entire net worth, at the rates hereinbefore set forth
for the computation of tax on net income and net worth, respectively, but in
no case less than $250.00.

(e) The tax assessed to any taxpayer pursuant to subsections (a) and
(b) of this section shall not be less than the greater of %, of a mill per dol-
lar on the ﬁrsf $100,000,000.00 and %{o of a mill per dollar on all amounts
in excess of $100,000,000.00 of total assets allocated to this State in accord-
ance with subsection (b) hereof, and $25.00 in the case of a domestic corpo-
ration, or $50.00 in the case of a foreign corporation.

" (£) In liew of the portion of the taw based on met worth and to be com-

puted under subsections (a) and (b) of this section, any taxpayer, the value

of whose total assets everywhere, less reasonable reserves for depreciation,

as of the close of the period covered by its report, amounts to less tham

$150,000.00, may elect to pay the tax shown in the following table:
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47
48
49
50
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02
93
54
55
56
97
98
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75

*If totah
assets
are ot least

o
18,000
22,000
26,000
30,000
34,000
38,000
42,000
46,000
50,000
54,000
58,000
62,000
66,000
70,000
74,000
78,000
82,000
86,000
90,000
94,000
98,000

102,000
106,000
110,000
114,000
118,000
122,000

126,000

But less
thawn

$18,000
22,000
26,000
30,000
34,000
38,000
42,000
46,000
50,000
54,000
58,000
62,000
66,000
70,000
74,000
78,000
82,000
86,000
90,000
94,000
98,000

102,000

106,000
110,000
114,000
118,000
122,000
126,000

130,000

The tax shall be
For Domestic For Foreign
Corporations Corporations
$25.00 $50.00
31.00 50.00
37.00 50.00
43.00 50.00
49.00 50.00
55.00 55.00
61.00 61.00
67.00 67.00
73.00 }'3.00
79.00 79.00
85.00 - 85.00
91.00 91.00
97.00 97.00
103.00 103.00
109.00 109.00
115.00 115.00
121.00 121.00
127.00 127.00
133.00 133.00
139.00 139.00
145.00 145.00
151.00 151.00
157.00 157.00
163.00 163.00
169.00 169.00
175.00 175.00
181.00 181.00
187.00 187.00
193.00 193.00




If total The dax shall be
assets But less For Domestic For Foreign

are at legst than Corporatious Corporations
76 $130,000 $134,000 $199.00 $199.00 \ S T
(4 134,000 138,000 205.00 205.00 '
78 138,000 142,000 211.00 211.00
79 142,000 146,000 217.00 217.00
80 146,000 150,000 223.00 223.00

1 2. This act shall take effect immediately and shall be effective with re--

2 spect to the tax payable in the year 1960 and thereafter,

AN Ac

2 Jer.
1
2tot
3 less
4 coni
5 103y
6 and
7 Uni
8 ity !
9 and
10 be s
11 to b
12 have
13 attai

14 appc

1




	CHECKLIST
	INTRODUCED BILL, ASSEMBLY, No. 395, 1945
	SPONSOR(S) STATEMENT, ASSEMBLY, No. 395, 1945
	[OFFICIAL COPY REPRINT] ASSEMBLY, No. 395, 1945
	INTRODUCED BILL, ASSEMBLY, No. 464, 1947
	SPONSOR(S) STATEMENT, ASSEMBLY, No. 464, 1947
	[OFFICIAL COPY REPRINT] ASSEMBLY, No. 464, 1947
	[SECOND OFFICIAL COPY REPRINT] ASSEMBLY, No. 464, 1947
	[OFFICIAL COPY REPRINT] ASSEMBLY, No. 552, 1948
	INTRODUCED BILL, ASSEMBLY, No. 11, 1949
	SPONSOR(S) STATEMENT, No. 11, 1949
	[OFFICIAL COPY REPRINT] ASSEMBLY, No. 11, 1949
	INTRODUCED BILL, ASSEMBLY, No. 535, 1953
	SPONSOR(S) STATEMENT, ASSEMBLY, No. 535, 1953
	[OFFICIAL COPY REPRINT] ASSEMBLY, No. 535, 1953
	INTRODUCED BILL, ASSEMBLY, No. 388, 1954
	SPONSOR(S) STATEMENT, ASSEMBLY, No. 388, 1954
	COMMITTEE SUBSTITUTE FOR ASSEMBLY, No. 388, 1954
	INTRODUCED BILL, ASSEMBLY, No. 501, 1958
	SPONSOR(S) STATEMENT, ASSEMBLY, No. 501, 1958
	SENATE [COMM] AMENDMENT TO ASSEMBLY, No. 501, 1958
	SENATE AMENDMENTS TO ASSEMBLY, No. 501, 1958
	[CORRECTED COPY] SENATE AMENDMENT TO ASSEMBLY, No. 501, 1958
	[OFFICIAL COPY REPRINT] ASSEMBLY, No. 501, 1958
	FINAL TEXT OF BILL, ASSEMBLY, No. 501, 1958
	FINAL TEXT OF BILL, ASSEMBLY, No. 715, 1959



