
----- -------

•
,

t .'-
LEGISLATIVE HISTORY CHECKLIST 

:NJSA. 54: 10A-4 tp 9
 
-.
 

. -Laws of 1968 Chapter 250

Bf11' No. S837 
--.;..~-----

S)onsor(s). Bateman & Forsythe 

Date-;lntrodu.ced June 10, 1968 

·Comm1tte-e:· Assembly _ 

Senate 
" . 

. -Amend'ed' during passage ' Yes 

Oate of passage: Assembly June 2Q, 1968 

Senate June 17, 1968 
o o"Date of approval August 16, lS68 o 

rr1 
~011owi'ng statements are attached if available:	 Z 

o -0 
r-+'S pon-sorsta temen t Y~s no <:)
:::0 

~ommittee Statement: Assembly Y~s No	 CD en 
3,Senate Y~s No	 o -I 
<Fis-cal Note	 Yes Il~ CD o 

,V1!to- message	 Y~s f"Jo ." :::t"J 
~ 

Message ~n signing Yes rW	 o -<
3 

Following were printed:	 C :>r-_. <:)
Reports Yes	 C"' 

Q)'"""" -0
Hearings'	 Y~s No 

~ -< 
This Legislation recommended in : 

974.90 N.J~ Commn. on State Tax Policy.
 
T235 Twelfth report ••• Tax equity and tax relief: property,
 
1968a sales, corporation and death taxes. Trenton, May 1968.
 

'10/4/76 



I 

, : +. , It"l. ,'. f ,.', _. . , :-,. l '(,', ~ : ~._ .. _ .r. . 

.~,{~.."_"",,~,~,.:.:~,:.jL\;';"I'~.;.~, ,L;' il~!".;.:.:r \~,:.;,~.L,:{~~...;,~h':~::;';;,~ ,.wJi."1I ..r~""'%'.wroH.;, •.Ie..4 pI',§, ~. 

, . r'~ cn:\?rEf~ lJ :.~: (; (J'~IV~::; of'~(T·19.C: S . 
Af:)PRO\TC·.... »:,Jk .:..l.c.Q, 

'I 
LO:F'FIGIAL COpy Rl£PIUN~'] 

SEN ATE No. 837 
I 
\ 

--_.+_......_-

STATE OF NEW JERSEY 
--._-._--..--.-

I' 
'I, INTRODUCED .JUNF: 10, 1968 

i
i 

By Senators BATIDMJ\N AND FORSY'l'Hl£ 

I, (Without Reference) 

I AN ACT to amend the "Corporation RusinesH 'Pax Act (1945)," 

approved April 13, 19L!5 (P. L. 1945, c. 1(2). 

t 
J 1 BF, IT ENACTED by the Senate and General Jlsscl1l,bly of the State 

I 
.\,, 2 of New Jersey: 

1 1. Section 4 of tile act of which this aet is alllelHlatory is amended 

2 to read as follows: J
 
3 4. For tbe purposes of this aet, UnleRi'> Ow context re(Iuues a 

4 di1Ierent meaning: 

5 (a) "Commissioner" shall mean t.he Di redor of the Division of 

6 Taxation of the State Departllwllt of the r.I'reasury. 

7 (b) "Allocation factor" shall meaB the proportionate part. of a 

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

9 measure of its tax under this act. 

10 (c) "Corporation" shall mean allY corporation, join t-stock com

11 pany or association and any businesR conduct('d by a trustee or 

12 trustees wherein interest or ownership is evidenced hy a certificate 

13 of interest or ownership 01' similar written instrument. 

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

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

16 ing capital stock, (2) paid-in 01' capital surplus, (3) earned surplus 

17 and undivided profitl:;, (4) surplus rCl:;crves which can reasonably he 

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

19 including reasonable valuation reserves, such as reserves for depre

20 elation or obsolescence or depletion, and (!)) 4[50%) ofT' tbe flmount 

21 of all imlebtedness owing directly 01' indirectly to holders of 10% or 

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

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

24 foregoing aggregate of values shall be reduced hy 50% of the 

25 amount disclosed by the books of the corporation for investment in 

26 the capital stock of one or more subsirliarirs, which investment is 

27 defined as ou;nershi]} (1) of at least 80(/0 of the total comhined vot-

EXPLANATION-Malter enclosed in bold·faeed brllrkets [thus] in the above bill 
is Dot enacted and is intended to be omitted in the law. 
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in!! ))o/('('r of till elIIS,')t'S o( slod' 0/ the slIllsil7;lInl 1'1Il'il7Ctl /0 rofl: 

and (:J) of allcust 8{)(!r. oj cu(:h clrls,"',i/ ({IIlI, oj l1o}(.votinq stock. In 

:w the rase of illl'cs/1II1'111 in 11]/ entilll orq{(l1i:::er!llnder the Imrs of II 

:n forci[J1/ coulItr.'l, thl' jorc!!oin/J requisite (Ic!lr('(: of oll'nrrship shall 

'>[flJ)))IJI to c:rdlllft]' ¥.'e/lcd (/ lik,' (('(illdion or slIch iU'I·cstrnent 

(ro/ll IIdwortll oj f!le /a.l'i)(ujI'l, if til(' forei,f1Jl entity is considered I 
(/ I'ol'lw/'otion for 1111Y pllrposc /fllrler tilt' l:ni/ed States Federal t 

I 
t 

iUt'Olile 11/;1 III/('s, SlIt:h as (but /lot lillu'(/y of sole c,wmples) for the 

})/(/'1)()SC of SlllI}llyinil dee}lll'd-j)llid /o/'ei.t/n. la.r credils or for the 

})lffjl()Se of 810tll8 as (/ cOli/roiled /o/,e;(!1l corporatiuu. 'In calculat

i1l/1 Ihe /leI worfh of a tW;j1II.'I('/' <'ldil1nl to /'cduI:/ioli for inccstmcnt 

i'll s/(!J8idial'ies, tfl<: IlIlWllut of liabilities 0/ fhe It(;ljJI(f.llcl' shall be 

:)70 redllccd b,iJ slIeh }I/'oportiou of fhe liabilities as corresponds to the 

:Un ratio which the e:r;d/(rlcd pori ion 0/ lhl' slIbsifliat',1) vollies bears to 

')~ 

"IE the total assets of the ta:tpa!!('r.~
 

as [However, if] If in tho opinion of the commissioner, the corpora


39 tion's hooks <]0 not disclol'c fail' valuations the <'oJl1Jllissioner lIlay
 

40 make a l'()(1sollllhle dete),]llj])~ti01I of tho net worth which, in his
 

41 opinion, wonltl relleet the fair nJ1u(~ of the m;sdfl, l'.rcl1lsirc of sub


42 sidiary int'eslmcnfs as d<Jiunl aforest/if7, carried on the hooks of
 

4:3 the corporation, ill lI('(,Ol'dHll<'O with ~Ollll(l (H'('olllltin~ prillciplefl, I
44 and such ctpf,<~nniIlatioll shall he llS(~<l as npt ",oTilt for the purpose t
45 of this act. • 
46 (r)" Indebtedness OWIlIg' di rcctly or in<1in)ctly" shall include, 

47 without limitation thl'l'cto, all indehtedupsl' o\Vill.~'; io any stock

48 llOl(]pr or SlHlJ'eJlOldcr (1ud to I\wmbers of IliR immediate family 

49 whore a stockho]<1or and llH'llIhers of llis immediate family tog-cther 

50 or in the agg-regate own 10% or lI\ore of the nggregat.e outstanding 

51 shar01' of 11](' taxpayer's ('Hpiial :,;toek of all ela8se,.;. 

52 (f) "IlIYe:-;1.meut eOITIlJany" :-:hall moan any corporation whose 

5:3 business during the period ('overed hy its report consisted, to the I
54 extent of at leafl1. DO/!" thereof of holding, investing and reinvesting 

fj5 in stoCkfl, bonds, notes, mortgages, dohentureB, patents, patent 
J

56 rights and other securities for its own account, but this shall not I 

I57 include any coqlOl'ution which: (1) is a merchant or a dealer of ( 
I 

58 stocks, bondf'l and o1.hp]' spcul'iticR, regularly engaged in buying the [
 

5D same nne1 selling tll(~ :,mmc to cllstomers; or (2) had less than 90%
 

GO of its HYerag'l' gross w.;setf'l in New ,Tersey, at cost, invested in stocks,
 

61 bonds, delll'ntnl'C'H, mort,2;ag'C's, notl's, patl'nts, patent fights or other
 I 
I

62 sernrit ips or consisting of cash OJ] deposit during the period covered 

oil by its rrllort; or (3) ownl'.1 mo]'e than 10% of either the aggregate t 
6t outstanding' sllilJ'rs of ellIJifal :-;tock of all clasR0R entitled to vote, or 
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G5 of tho aggrogate olltKt:llHling" R1JareK of' 110l1\'o(illg capital stock, of,. 
,l 
",

66 any other corporation, d II ring t IIe pCl'ioll covc rcd II)' iis rcport. 
:, 

,~ 

, (g) "Hegulat(ld illveRtment cOlllpally" slIall lIlenl1 nny corpora67 

68 tion whicll for a lWl'iod covcJ'ed IJy ils ropoJ't, IS ]'('c~'ish'rcd and 

69 regulated undor the fnvestnll'Jlt ('olllll;my Ad of' l~)Jll (;lJ Stat. 

70 789), as amended, 

71 (h) "Taxpayer" shallllll\;\ll ally corjiOratioll roquin,l! to report 

72 or to pay taxes, inteJ'(~st or IH'naities lllld(~r this act. 

73 (i) "Fiscal year" Hhallml'<lll an <lccountin cr IlllJ'jod (;ndi1l0' OJI anyn 0 ~ 

74 day other than the la::.,t day of ])(,Cl'llllJcr on tIle LasiH 0[' wilie!l Hw 

75 taxpayer is requi]'(~d to report for l~\\del'al incomo tax purpOSCH. 

76 (j) Jijxcept as herein otherwise pl'ovilled, "llrivi]egc pcriod" 

77 shall mean the calendar or liseal accollnting period 1'01' which a tax 

78 is payable under this act. 

79 (k) "Entire net income" shall nwall total lid incollw f rom all 

80 sources, whether wit11i11 01' withont the lJlliteu States, and sha]] 

81 include the gain derived 1'1'0111 Ow l'JIlplo)'nj('nt of' capital or labo]" 

82 or from both combineu, as weU HH profit gained through U l'iale 01' 

83 conversion of capital assulH. For til(' pUl'llOHe of tlJil'i act, tIle amount 

84 of a taxpayer's entire nd income slla]] be uecJlled prima facie to lJe 

85 equal in amount to the (axaIJ]c ineOlll(', ]ldo]'(' llet 0lleratillg' laSH 

86 deuuction anu special deductions, wllich tiw taxpayer is requireu 

87 to report to the United Stater-; 'rremmry DepartlllCllt for Ule pur

88 pose of computing its Wedeml income tax j provided, however, tlmt 

89 in the determination of ::mch cntire nul ineomc, 

90 (1) Entire net ineollle sllaJl [not illC]lld(~ ;")()/r)] exclude lUO'/o of 

91 uiviuenrls wbicl1 Wl'1'C included in computing such taxah](l income 

!J2 for Federal income tax PUJ'lJOH(~S[;], jJrI id t () t Ii e ta:l.pu,yer by one 

93 or more subsidia,rics oWJlPd 1)!J the !u;lpl1yer to the ex:lellt 0/ the 

94 SUra or more ownership 0/ illuestmcut tlesGl'ibed in suln;edion (d) 

95 of this section. lVith respect to otlicl' tliuidcJlds, cllti1'elldiJiGOme 

96 shall not include [j()'!o of the total included in cOlllputing SUGh tax

97 able income for Jleden,tl inGOil/c tax lJill'poSCS; 

98 (2) Entire net income shall he (1etermiJl(~d witlJOut tile exelusioll, 

~j9 deduction or creuit of: 

100 (A) the anJOllnt 01' allY speciiic exelllptiuJl or credit allowl'll ill an,\' 

101 law of the Ullited States impol'iillg Hlly tax on or measure(1 by tlw 

102 income of' corporations j 

103 (B) any part of any incoJllc from llivid(~n<1H 01' inteJ'(~st on any 

104 kinu of stock, securities aI' imleutedncss, (~xc('lJt aH provide(1 in suIl

105 section (k) (1) of thi s section j 
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106 ((~) taxI's pai(] 01' a('nll"d to UII' l'nil(·d Slajl'~ (Ill 01' llH'aSllred h!' 

107 profits or jnc'ollll', 01' nil' 1:\x i1l1po~"d by thi~ :t('t, or lilly 111,1' Jillid 

lOS or Ili'I'rller! wilh l'('S/)('1'! to,'wli,~i(lillrl;" di";17('ntls I,rl'ilfr(ed frol/l. 

J09 "iI! i."I'1I1'1 iil/'o}}/(' (IS IlI0ril!l'd il/ ,',',',bscl'! ion (/,') •[) 1(l' • (1 t of 

10!h IIt is s('('tion: 

"110 CD) IIet OIlPratill~~' 10:-;:-;PN sllN(aill(,d dUl'il1'(' :\Il~' y(~al' or period 

, 
t 

111 other than Omt eover('d hy the 1'l'!lor1; 

112 (Ii}) !)O~·{, of int(' I'('st on illd(~bt(:(hll':-;H ow i 11,'..',' di I'odly 0 l' i1\d iI'edly 

113 to holders of 10j{, 01' lllOJ'(' of 111(' aggT('.~at(' olli~,;t.m\(]illg shares of 

114 the taxpayer's capital siock of all ('!assl's; 0'('('('pt that such illterest 

llG may, in any event, be d('(]llcipr] 

] 16 (i) up to an 1lI1l01lllt not (:x(',,,ediJIg' $1 ,(lOO.OO, 

117 (ii) ill full to ilie ext('nt tlmt it ]'('latl's to bow]" Ol' other 

118 evidences of imlebtedness i~;slled, with stoe1\, IHlnmant. to a 

119 bona fide plan of l'corgaJli~aLion, to pel'solls, who, prior to such 

120 reorganization, wel'e hOIlH (idl: creditor8 of tllll corpora1ion or 

]21 its predecessors, Imt w(']'() l\Ot sto('ldlolden; or sharullOlders 

122 thereof; 

123 (:l) The cOlllmissioner lIIay, Wllt'lW\'pr w\cessnl'Y to properly 

124 refil'ct the entire net income of any taxpay('I', determine the year or 

12G period in which any itt'1ll of iliCOlllC or d('(ludio]] shall be included, 

126 without being limited to the llldllOd of accountiug' employe(l by tue 

127 taxpayer. 

1 2. Section fj of the ad of wllieh t II is ,ld is umt'ntlatol'Y is amewled
 

2 to read a8 follows:
 

3 5. The franchise tax to be anllually aS8(~s8ed to and paid by caell 

4 taxpayer sllUlliJe 0](' S11m of tlle alllOuuL computed under subsection t 
I 

G (a) [or (b)] lJereoi', [whichever is greater,] 01', ill Uw alternative to I 

tG the [alllouuts] wlnontd COl1lpl!1('ll 111ll1l:r subsl'dion (a) [0\' (b)]
 

7 hereof, the amount cOlllputed ulllllll' l·mD8el'lion (1') hercof, and tlw
 

R ,lI1101m1 ('olll/lllLc(l Ulld(·!' sulis(,(,tioll (c) 11('J'('of*[;l":"
 

9 (a) that portion of its entire lid worth H8 may Le allocable to
 

10 this State as providl:tl in ;;edion Gmultipliell hy the [rate8 set forth 

11 in subsectioll (1)) oj' this spetion; 01'] folluwin{J rates: 2 mills lJer 

12 dollar on the first $100,000,000.00 uf allocated net 'Wurth,. 4'/10 of a i 
13 rnill lier dolla I' on Ihe sccowZ $100,(JOO ,000.00,. !J / 10 of a mill per t 
14 dollar on the thir'd $10(),OOO,ooo.oO,. and 2/10 of a mill pCI' dollar on f 
15 all amounts of allocllled nctworth in eXGCSS of $:lOO,O()0,ooo.oo,. •
16 (h) [that proportion of its md.i]'(~ ll('t worth at; the average value f 

1,
17 of its total asset8 in ihis ~Haie during' tlte period covered by its 

l· 
18 report i~ to the average vallie of its a~;..;ets everywhere during such 

19 period (for the IJUl'Jlose of Wllicll j 11('re 81mH be induueJ as within 
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~o this State all intangilJIl' !H'rS01Wl pj'()tj(ll'l,\ of dOllll,:di(' ('()l"pol'a1ion~ 

21 not Imving' a bw,i!ll'~~ sitl!~ ol!t"i<1l' Uli" ;-;t.atp, awl t lw enti re amollnt 

')') of intangible IH)l'tional }iropl'rty of' foreign ('or[lol':ll.ioJls a~ wOllIJ~ .... 

23 Imve a lmsincss :;;itw, \Vitllin tltis Statf) for tIll' }lllr/lo:~(, I)f' a property 
':' 

24 tax) mnltiplied by UIC 1'01lo ll'inp: rafL's: 2 mill" lW[' dollar on the 

2;; first $100,000,000.00 or allocated 1wt wOl"th; ~~o of' a mill pl'}' dollar 

26 on the second $100,OOO,oon.oo; 7to of a rnilllwr dollar on Ow tllinl 

27 $100,000,000.00; and %0 of a mill pnr dollar on all amounts uf 

28 allocated net worth in excess of *:H)n,O(!n,coo.oO;] (J)el cterl by 

29 amendment) 

i30 (c) 314% of its entir<') net income or ~uclt'JlOrtiOll tlwreof as may 

~1 be allocahle to this Statp a" llrovi(led iIi :;;cdio!l G'; ]}J"ol'irled, 

:nA hou'el'(,1' that with res]Jed to rel)()rts cOraiJlf! lnil'ilegc }JI'riods or 

:31 B 1mrts the1'co! ending (//(1'1' J){,(,I'IJlI)(~r :n, 1f)(i7 , the rale shall be 

:31c 41/41{>,~' 

32 (d) Provided, h<)\ve\'er, tllat tlte fr:l1lchise tax to Le annually 

33 assessed to and paid hy allY imoestnwnt company or regulated in

34 vestment company Wllich liaS e]pdl'll to ]'(~]Jort a:;; :;;uch and hm; Jiled 

35 its re1.ul'll in the form awl within llw tillle lJro\'i(bl in this aet aIHl 

36 the rules and regulations promulgated in conueetioll therewith, 

37 shall, in the caRe of an investment company, be measured by 2G~:~! 

38 of its entire net illconw and :~;)1r! of it:;; elltirp lIpj wortll, aml, in tlw 

39 case of a reg'lllate(l in\'estlllf'nt COllI) lallY, 1Jy 4j~! of' its elltil'(, net iu

40 come and 15% of it:;; entire lid wort]l, at th~ raL·..; ltl'l'f'in!JpfoJ'P set 

41 forth for tllC cowpnlation of tnx on net ineOJIl(l awl net worth, r:·' j 
", "I 

42 respectively, but in no case ]pss t han $~:>().OO. 

43 (e) The tax mmessed to any taxpayer pllr:;;uant to [~mhseetiolls 

44 (a) all<l (b)] sulJscdion (a) of tllis sedion ;-;11:lJlnot he le~::;; than tlw 

45 greatest of (i) ti~ 01' a will P('I" (10Jla1' on tlte fir:;;t $100,000,000.00 

46 and no of a JlliJl per <loJln]' on all Hnlounts in excess of 

47 $100,OOn,ooo.oO of:[total ass(·i:;]··" "lhe Itcent!fI' of the tlllf!lt.ller's 

4H real and tilngilJle pcrsolllrl }inJJJI'rfy witl/iil I!le /-,'/1/11'* alloeat()<! to 

49 tbis State ill aceonlmwe with [sllh::l'diou (h)] pa.ragm}Jh (AJ 

GO of section (i herl'o['[;]" "(ill thc elise 0/ a ta.l']J(fl!Cr 1ulii(:!t dol'S not 
~ ;)1 'lIIaitdain a 1'(~91/1ar }ilr/ce 0/ lmsiw'ss outside this Slate olher than 

!)lA a stoll/tory ojlice, Ih,. (Il1on/tio}/, shall 1JclOoj: );* OJ' (ii) in the 

!'j] II ea~e of a (lollw:;;ti(' corporation, :m :llnount llIP:lsl1rpd hy the 

Glc lllmllwl' of :,;lwJ'(ls \\'llil'll tIll' L,xpa,\'('l' is :lutllol'izl·d to i:-;SlW ust 
(

:)11l follo\\'f': \vl](,I'(, :lutllol'iz<·d (';l;liLd :;;t<wk do(':;; lIot ('x('('()<! :J,OOO• 
i 
i

I
52 shares $2!).OO; wJIere tlw autJloriz(·d capihtl ~t()('];: is ill exe(',,:;; of 

., 53 5,000 shares but <lop:;; ]lot ('x('('('<1 1(),OnO "lla]'('s *:)~),()(): alld \\'h(']'(, the 

.~ 

t
I 54 authorized ('alliinJ sto<'];: ('x('(,(·t!" ]O,O()() :;;ll;lJ'('S, for tll(: first 10,000 

1, 
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55 shareR $;);).00 and for elH'1I nJdiiionnllO,OOO f.:hnl'l'f' Ol' part thereof 
t 

I•5G $27.GO, but not O\'Pl' $100,000.00; 01' (iii) $2:>.00 in the case of a 

57 dOlllcstie corporation, 01' $;)0.00 in the ('aRC of a foreign corporation. 
f58 (f) Julieu of the portion of tlll! tax hased on net worth and to he i 
j 

59 computed under [subscetions (a) and (b)] sIlu8cdion (a) of this 

60 section, any taxpay('l', the value of whose total assets everywhere, t 
61 less reasonable reserve!'; for depreciation, as of the close of the 

62 period covered by its rerJOrt, amounts to less than $1;)0,000.00, may I 
63 elect to pay the tax shown in the followiug" table: 

If total The tax shall be 
assets But leRs For Domestic For Foreig-n 

are at least than Corporations CorporatiollH , 
I

64 $0 00 $18,000 00 $25 00 $50 00 I 
65 18,000 00 22,000 00 31 00 50 00 1 

66 22,000 00 26,000 DO 37 00 50 00 I 
67 26,000 00 30,000 00 43 00 50 00 

I
t 

68 30,000 00 :~4,000 00 49 0O 50 00 

G9 34,000 00 38,000 00 55 00 55 ou 
70 38,000 00 4~,O()U on Gl 00 Gl 00 ! 

!
; 

71 42,000 00 46,000 00 G7 00 67 00 

72 4G,000 00 50,000 00 n 00 73 00 I73 50,000 00 54,000 00 79 00 79 00 f,
74 54,000 00 58,000 0O H5 00 Hi> 00 

C 
I75 58,000 00 62,000 00 !J1 00 m 00 I 

I 
~76 62,000 00 GG,OOO 00 fl7 00 97 00 

77 66,000 00 70,000 00 lO:J 00 10:J 00 

78 70,000 00 74,000 00 lO~) 00 lOB 00 

79 74,000 00 78,000 00 113 00 115 00 

I
t 

80 78,000 00 82,O()() no 121 00 121 00 

81 82,000 00 8fi,OOO 00 127 00 127 00 

82 86,000 00 90,000 00 1il;) 00 13:3 00 

83 90,000 00 94,000 00 13!) 00 13!) 00 t 
84 94,000 00 98,000 0O 145 00 145 00 

85 98,000 00 102,000 00 151 00 151 00 

86 102,000 00 106,000 00 157 0O 157 00 

87 106,000 00 110,000 00 lli3 00 163 00 

88 110,000 00 114,000 00 Hi9 00 169 00 

89 114,000 00 118,000 00 175 00 175 00 

90 118,000 00 122,000 00 181 00 181 00 

91 122,000 00 126,000 00 187 00 187 00 

92 126,000 00 130,000 00 193 00 ] 9il 00 

93 130,000 00 134,000 00 199 00 199 00 

~4 1:34,000 00 138,000 00 205 00 205 00 

I'
'~. 

? 

'~ 
• 
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~I;) l~R,OOO 00 14:.l,OOO 00 ~ 11 00 211 00 

!J(j 142,000 00 ]4fi,OOO 00 ~17 00 217 (H) 

m 14f>,OOO 00 ] ;;0,000 00 22a 00 22;~ 00 

1 3. Section (j of HlP ad of wIdell tlli~ nd iH mnendatol'Y is amended 

2 to read as follows: 

3 G. In the case of a taxpayer which lllailltain:-; a regular place of 

4 busim~ss outHide thiH Ntate oOwr tlli1n It statutory office, the por

5 tion of its entire net worth to he used as a measure of the tax 

6 imposed by sec·tion 5(n) of thiR aet, 3mI the }lortion of its entire 

7 net income to be used as a measure of tlle t.ax imposed by Hection 

8 5(c) of this act, sllall be ddermin('(1 hy multiplying' such ent.ire 

9 net worth and entire net income, rcspectivPly, by an allocation 

10 factor which shall be the average of the fractions computed in 

11 (A), (B) and (C) below, or of so maIlY of them as may b(~ ap

12 plicable, that is: 

13 (A) The	 average value of the taxpayer's real and tangiblo pcr

14 sonal property within the State (Inriug the Jlcriod covered by it~ 

15 report divided by the average value of all the taxpayer's real and 

16 tangible personal property wherever situated during such period; 

17 (B) The	 receipts of the taxpayer, computed on the cash or ac

18 crual basis according to tho method of accounting usod in the 

19 computation of its IH~t income for ]j'cderal tux pUl,!IOSOS, arising' 

,!	 20 during such period from 
',; 21 (1) sales of its tangihle personal property located withill 

22 tbis State at the time of the 1'I\('cipt of or appropriation to 
II 23 the orders where shipments are made to points within this 

I 24 State, 

~ , 2:1 (2) sales of tangihle penHlnill property IO('ated without tl\l' 
;, 

2() State at. the time of the rl'('l'ipt uf 0[' appropriation to tho 

•	 27 orders wherl' shipmcnt is made to pointR wit hin the Statc, 

28 (3) Delded by alllelHhncnt. 

2~ (4) services porfol'llwd within the State, 

30 (5) rentals from property situated, antI royalties from tllC' 

31 use of patents OJ' copyrig'hts, within the State, 

32 (6) All other IHlsiJJ(\s~ r('(·.(>ipts (c.rd/llli17g di1/idcnds ex

:33 cluded from rntire net income by subsection (Ii) (1) of section 

34 4 hereof) earned within the Ntate, divided by the total umollllt 

3G of the taxpayer's rl'ccipts, similarly computed, arising during 

3G such period from all snles of its tangihle personal property, 

37 seI'ViCCR, fpntals, )'oyaltil~H and all other husiness receipts, 

38 whether within or without the State; 

39 (C) '1'be total wages, salaries and other personal HCI'VICe eOIl1



'<Of!, 

r' 
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40 ponsatioll, similarl:\' COIlljllli('(l, dllring i:ltlch l'(~li()d of ofiicers and 

41 cmployecs within the Ntale divided by the total wages, salaries 

4~ and otber personal ::-;('/,vice comp('mmtion, similarl)' computed, dur

43 ing such period of all the taxpayer's officers and employees within 

44 and without the State. 

45 In tIle case of a taxpayer which (\0(':, not lIlaintain a regular i 

f
46 place of business olltsido this State other than a statutory office, ; 
47 the allocation factor shall he lOOj{,. 

1 4. Section 8 of the act of which this ad is amelluatory is amended r 
2 to read as folloWB : I 
3 8. If it shall appear to the cormnissioner that an allocation factor t, 
4 determineu pursuant to section 6 does not properly reflect the 

5 activity, business, receipts, capital, cntire net worth or entire net I
6 income of a taxpaycr rCHsonably attributable to tile State, he may 

t7 adjust it by:
 

8 (a) excluding' one 01' more of the factors therein; •

9 (b) including' one or Illorc other factors, Ruch as expenses, pur


10 chases, contract values (minus subeontract valuos); I 
11 (c) exeltldin~; one or Illorl' assoiR in computing (mtirc net worth; t 
12 OJ' I 
13 (<1) oxcluding" one or tllOrc ,IHSl'ts in eompuiill!!,' an allocation per


14 centage; or
 

15 (e) apIJlying' any other simi!'lr or different lllethod caleulated to
 

IG effed a fail' and propol' aUoealjoll of the entire net income and the
 

17 entire net worth ['(>HRonahly attrilmtahlo to till' Stat("
 

lH [Nothing lteroill slmll h(~ ('(JIlstnwd to I'<,qui I'd 01' pel'lllit the COlll 


1~) missioller to adjust all alloeatio!l factor determined purHuant to
 

20 Reetioll 5(b).]
 

1 '~'!j. 8ef'lio/l ,I) oj the act of which this lid IS lunenrlatory (0. 
oJ .54 : lOA-f) ) is ((IJlf'1lded to rear! liS follolUs: 

3 .f). A JI.lI t"I'}I(/,I/I'1' whitl, holds c((pital slock of a sllusidia,ry dnrin,(j 

-i ill{ or 1)(1;" of IIni} :,/(,111' JllII.!', (or fltc jJllrllosr~8 of the tIIJ:ilfl])oserl by 

;) ill is oct, deduct from its nctll'1lrth SlIch JJroj)ortion of the average 

(j vol//(: of 811(:71, holdin,r18llssJ1et lii/1Jilities (if IIny) to [sulJ.'iirliaries] 

7 (l s/(Ilsidilll',l! liS rorrrs}I(J1Ir/s to !J()jIc, of the mtio of the subsidiary's 

H tOTab1r net/forth. for tl", sail/(' .'/e<l1' 1Il/r!er this aet, to its entire net 

~) u'orth: }Jro1,ir!crl. hmN!'I'/', that if the slll!silliilry is s1lbjrr;l to a 

10 fr(f)lchisc liu: IJ/C(fS;ln,r/ h1! ,l}I'OSS n;ceipfs under any other la'w of 

11 this 8tatc, sw!i dcdl(ltillle }/ortioll of SI/ch holdin.fJs shall [be 

12 detcl'lI/incr! as] l'o'l'I'es/Jo/lil to ;j()ljr of tile mtio of the subsidiary's 

13 [)llsi'II'S" 11,;tlliJl tJ,,' :"';fatc to its [ilisine"s ('I'i'I',ljIU!tcre durinlJ its ne::ct 

H liractli1l.f/ 10,)'(1/111, 1I('IIr III/del' SI(('I< 10/0. Fol' tlte Jm1"Jiose of this 

<oJ 



1;) section, (I slIli,sidi((1'Y sl/llll hc dCi'll/cd to he 11/1,11 corporation in which 

16 rr ta:,fjJayer is the [l)(,llcjicial] OIl'Jl('f of at lel/st HOo/r of the total 

17 comlJinl'll voting }JO/I'er of all classes of st()('k PHtiller] 10 voir'. lind 

18 of (If lpost 80j{, [of the total number of slwrc,s of all other dllsses 

1!l of stock e,uel)t JlOu/:otillrJ sfockll'hich is limited ((lid pre!erred as 

~o to rli1,irlends] of £;(((;71 r;l((s8,if any, of 1/00!VOt inf! stock.* 

1 ·[G.]* *(}.~' rrhiR art :-;llnll take effeet ilIllllrdiately and shall be 

2 applicable with ),('R}Jcct to lll'ivile~e periodR *[endinp; on and]* 

;l *commencing* after Decrmber ;31, 19Gtl. 

I 
f 
f, 
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SENATE, No. 837 
• 

STATE OF NEW JERSEY
 
• 

DATED: JUNF. 20, 1968 

Senate Bill No. 837 is an act that would amend the" Corporation 

Business 'J'ax Act (1945)." It is deRigned to implement the recommen

dations contained in the twelfth report of the Commission on State 

Tax Policy with respect to the Corporation Business 1'ax Act, P. L. 

1945, chapter 162. 

Prior to Senate passage on .Tune 17, If/68, Senate Bill No. ~37 was 

amended to make it applicable only with respect to corporate plivilege 

periods commencing after DC'cemher 31, !fluS. As a conseqw'nce, if 

enacted as amendecl, the State woulcl sufTer no I'C'venue loss during fiscal 

1968-69. 

The Treasury Departlllcllt estimates that enactment of Senate Bill 

No. 837 would result in a rC\TnUe loss to the State of about $12.2 million 

in fiscal 196D-70. In subsequent years this, of course, would be a con

tinuing loss. 

In compliance with written request received, there is hereby submitted 

a fiscal estimate for the above bill, pursuant to P. L. 1962, c. 27. 



L. 

s- 037 

OFFICE OF THE GOVERNOR FOR RELEASE:	 Friday, 
August 16. 1968 

Governor Richard J. Hughes today signed Senate Bill No. 837, which
 

major revisions of the New Jersey Corporation Business Tax Law.
 

oAta public signing attended by many of the leaders of commerce and
 

ry in New Jersey, Governor Hughes approved a modernization of the so-called 

_ation formula" whereby the income and net worth of multi-state corporations 

~ided and attributed to New Jersey. Senate Bill No. 837 will exclude all 

capital from the base up or, which ~ew Jersey~ s corporations pay their in-

In addition, only 50%, instead of the previously required 100/~. of 

capital will be included if'. the base upon which these corporations pay 

net worth tax. 

The Governor proclaimed these revisions as essential to the continuation 

equitable relationship between government and commerce in New Jersey. He 

'These adjustments deroive from recommer.dations of the State Tax Policy 

-sian, which was established to insure that New Jersey is not left behind by 

states whose tax policies have taken into account the multi-state nature of 

ch of today's big business. The division of income and net wo.rth among several 

jurisdictions, each with a legitimate interest in a business concern, presents 

the most complex and far-reaching questions which government must resolve. 

New Jersey, by this change in our law, make crystal clear our determination 

- ive from industry and commerce no more than a full fair share of financial
• 

t."
 

The New Jersey Corporation Business Tax Law, first enacted in 1945, re-


that corporations doing business in New Jersey pay a dual tax to the state
 

po both their net income and net worth. A careful formula was provided
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for the computation of that pOLtion cf i~come and worth which was fairly attributable 

out

to operations here. With the growth of s~bsi~iary operations and conglomerates, 

corporations headquartered i.n New Jersey wIth substantial business interests through

the country and the world, found them::elves doubly taxed CD. significant portions 

of non-New Jersey business. 

The Governor commented, ('New Jersey has offered to multi-state industry 

attrac.tive home base, from whL:h both 1Dd1.lstry and t·he people of this st.ate have 

long deriver.i great beneh. t- To mal.!'.:-:ai.:"!. that: atl;:rac::l.on we must be ever alert to 

changing COJ:rlCer·:.1 a1 methods and iru~c"rporate them in our law. ¥! 

ThE, Govec.nor h.:.:rther noted that Senat.e B:!ll Ko. 837 is in the best 

tradition of rrogressive legislatio~ adopted in this state to assure an equitable 

to '::'ndus~ries beeking a £avorab~e :ocatio1: in which ::c locate and 

The sprIng of 1966 r'1arked a high-wfiter pOl':t in progr,:::ssive legislation 

New Jersey busir:ess fair tc.eatmer:t. It was at that time that the issues 

taxation of personal proper::y used in business were resolved by 

th~ so~cal1ed chapter- :;1 Tax Repla'::'2IT'.ent Package. It was at that same time 

1so that New Jer.sey acted to e.xC'~pt industry from additional tax burdens on the 

ecialized equipment necessary to protect the people from pollution of air and 

ter. 

In addition, the New Jersey State Economic Development Assistance Act and the 

eation of the Economic Policy Cou!lcil in the Department of the Treasury both provided 

dUstry with comprehensive informat i'On needed for a:1 intelligent determination of 

stness location. The Area Redevelopment Law, too, provided assistance to industries 

ating in this state. The banking and commercial laws also received the helpful 

ention of. 1966 legislature, whi h removed over-strict limitations upon the 

ding capacity of Savings and Loan Companies a5 well as Savings Banks and State Banks. 
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e GOvernor expressed his confidence that Snate Bill No. 837 carried on a 

fully designed policy whereby the mutual ob11gatlons of government and business 
"3re 

recognized and fulfilled. 

At the same time, the Governor emphasized that this measure, like the 

y prec-eding it, is primarily designed to protect the people of this State from 

~cessary and damaging loss of industry at all levels. The Governor noted, 

corporation can continue its local oj:'2rations where to do so imposes inequitable 

unjust burdens upon its stockholdtt's. The "Location of one!s business is 

~ari1y a business decision and must be recognized as such. We in New Jersey [ 

pe to insure that such business decisions will favor our State." 

- The amendments to the Corporation Tax Law were u~der discussion for 

era1 years and have received the support of government and ~axpayer groups as 

1 as of industry. 

The Governor expressed his thanks to aU who assisted in the preparation 

passage of this important law, particularly the pr~me sponsor, Senator Raymond 

"IIlan. 
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