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200 (1) Stock in trade of the taxpayer or other property of a kind

20D which would properly be included in the inventory of the taxpayer

20E if on hand at the close of the taxable year, or property held by the

20F taxpayer pri'marily for sale to customers in the ordinary course

20G of his trade or business;
\

20H (.2) Property, used in his trade or business, of a character which

201 is subject to the allowance for depreciation provided in regulations

20J promulgated by the director;

20K (3) A copyright, a literary, m'usical, nrtistic composition, a letter

20L or memorandU1n, or similar property, held by-

20M (A) A taxpayer whose personal efforts created such

20N property;

200 (B) In the case of a letter, memorandu1l'~, or similar prop-

20p erty, a taxpayer for whom such property was prepared or

20Q produced; or

20R (C) A taxpayer in whose hands the basis of s1,/,ch property is

20s deterrnined, for purposes of determining gain from a sale Or

20T exchange, in whole or part by reference to the basis of such

20u property in the hands of a taxpayer described in subparagraph

20v (A) O'f (B);

20w (4) Accounts or notes receivable acquired in the ordinary COttrse

20x of trade or bttsiness for services rendered or from the sale of prop­

20y erty described in paragmph (1); or

20z (5) An obligation of the United States or any of its possessions,

20AA or of a State or territory, or any political subdi'vision thereof, or of

20BB the District of Columbia, issued on or after March 1, 1941, on a

2000 discount basis and payable without interest at a fixed maturity

20DD date not exceeding 1 year from the date of issue.'"

21 "Gains from the sale or exchange of capital assets" means net

22 gains as defined "'by regulation of the director which shall be

23 consistent with definitions prescribed* for Federal income tax

24 purposes, after due allowance for losses and holding periods, except

25 that in such computation, all gains shall be considered to be short­

26 term gains, but not nonrecognition of gains, all as provided under

27 Federal Income Tax Law, except that no deduction shall be allowed

28 for losses carried over from years prior to 1975 provided a tax­

29 payer rC'porting capital gains on the installment basis for Federal

30 income tax purposes need not include in his investment income

31 installments, except for interest, derived from transactions oom­

31A pIeted before January 1, 1975 j



32 "Resident" means an individual: (1) who is domiciled in this

33 State; provided, if an individual maintains no permanent pla,ce of

34 abode in this State, and maintains a permanent place of abode else­

35 where, and spends in the aggregate not more than 30 days of the

36 taxable year in this State, he shall be deemed not a residcllt; or

37 (2') who is not domiciled in this State but maintains a permanent

38 place of abode in this State and is in this State for an aggregate

39 of more than 183 days of the taxable year, unless he, not being

40 domiciled in this State, is in the Armed Forces of the United States;

41 "Interest" means that interest taxable for Federal income tax

42 purposes, except that it shall not include interest which the State

43 is prohibited from taxing under the Constitution or the Statutes

44 of the United States on obligations of the State of New Jersey or

45 its political subdivisions but which shall include interest on obliga­

46 tions of other governments or political subdivisions thereof;

47 "Person" means the taxpayer or any pledgee, assignee, receiver,

48 referee, trustee, conservator, guardian or other fiduciary of the

49 taxpayer acting for the taxpayer.

50 "Royalties" means gross royalties as defined *by regulations

50A of the director consistent 'Uj'ith those prescribed'" for Federal income

51 tax purposes, less deductions allowed 'I.'[by N. J. S. 54A :8-161 to

52 168 and by N. J. S. 54A :8-212 of Assembly Bill No. 1895 (pending

53 in the Legislature)T' which are attributable to property held for the

54 production of the royalties.

55 "Unearned income" means dividends, gains from the sale or

56 exchange of capital assets, interest, royalties, income from an

57 interest in an estate or trust pursuant to *[N. J. S. 54 :8-671 et seq.

58 of Assembly Bill No. 1895 (pending in the Legislature)T' ';:'reg'u,la­

59 tions of the direetor'~ and compensation derived from a partllership

60 or corporation which represents a distribution of earnings or

61 profits rather than a reasonable allowance as compensation for

62 personal services actually rendered.

1 3. Imposition of tax.

2 a. A tax is hereby imposed upon unearned income f, ['T' earned",

3 received or~' constructively'X'[,]* accrued or credited to the taxpayer

4 during his taxable year, subject to the exemptions allowed under

4A this act. *The exemptions allowed under this act shall first be

4B deducted from the total unearned income subject to tax and the
'.4c rema'inder shall be subject to the rate schedule set fOdh in this

4D section. There shall then be deducted from the amount of tax so

4E determined the tax on interest (lnd dit·idends at one-half the rates

4F set forth in this section.;'«
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5 If unearned income is: The tax is:

6 Not over $1,000 1.fi% of the taxable income

7 Over $ 1,000 but not over $ 3,000 $ 15 plus 2.0% of excess over $ 1,000

8 Over 3,000 but not over 5,000. . . . . . 55 plus 2.5% of excess over 3,000

9 Over 5,000 but not over 7,000. . . . . . 105 plus 3.0% of excess over 5,000

10 Over 7,000 but not over- 9,000 165 plus 3.5% of excess over 7,000

11 Over 9,000 but not over 11,000 . . 235 plus 4.0% of excess over 9,000

12 Over 11,000 but not over 13,000...... 315 plus 4.5% of excess over 11,000

13 Over 13,000 but not over 15,000...... 405 plus 5.0% of excess over 13,000

14 Over 15,000 but not over 17,000...... 505 plus 5.5% of excess over 15,000

15 Over 17,000 but not over 19,000...... 615 plus 6.0% of excess over 17,000

16 Over 19,000 but not over 21,000...... 735 plus 6.5% of excess over 19,000

17 Over 21,000 but not over 23,000...... 865 plus 7.0% of excess over 21,000

18 Over 23,000 but not over 25,000...... 1,005 plus 7.5% of excess over 23,000

19 Over 25,000 1,155 plus 8.0% of excess over 25,000

20 b. Any taxpayer and spouse whose adjusted gross income as

21 defined by *[section 54A:8-62 of Assembly No. 1895 (pending in

22 the Legislature )]* ~'the director consistent with section 62 of the

23 Internal Revenue Code* plus interest on governmental obligations

24 as defined in section 2 of this act and long-term capital gains

25 otherwise excluded *[in 54A :8-62 (3) of Assembly No. 1895 (pend­

26 ing in the Legislature)]*, is less than $15,000.00*, or in case of an

27 individual taxpayer is less than $7,500.00,* shall not be required to

28 file any return, *and is exempt from tax under this act'" provided,

29 however, that the director may require any person to file an

30 information return.

1 4. Exemption for senior citizens. For each individual taxpayer

2 required to pay the tax imposed under this act, there shall be

3 allowed an exemption of $1,000.00 provided, if such individual has

4 attained the age of 65 years on or before the last day of the tax­

5 able year there shall be allowed an additional exemption of

6 $1,000.00 and, provided further, if *[such]* *any* individual is

7 blind, there shall be allowed an additional exemption of $1,000.00.

8 On a single return filed for hus,band and wife jointly, the amount

9 of the exemption taken on such return shall be the sum of the

10 exemptions.

1 5. Exemption allowed senior citizens for gain from sale of home.

2 Every husband and wife, and eaoh other person, described as a

3 taxpayer in this act shall, in addition to the exemptions allowed

4 under the provisions of this act, be allowed an exemption and

5 deduction from the amount of gains from the sale or exchange of

6 capital assets for any taxable year which are subject to the tax

7 imposed hereunder in the amount of any gain for sucb taxable

8 year included in net gains from the sale or exchange of capital
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9 assets for Federal income tax purposes, arising from the sale of

10 a residence in such taxable year, but only if (A) either of suoh

11 spouses or both, or said other person, had attained the age of 65

12 years on the date of such sale and had owned and used such resi­

13 dence as principal residence for at least 5 years of the 8 years

14 immediately preceding the date of such sale and (B) sa.id gain is

15 the first such gain for such taxpayer with respect to the sale of

16 such a residence on or after January 1, 1975. If the exemption

17 provided for in this section is availed of by a taxpayer in or for

18 any taxable ycar, no such exemption shall be allowed with respect

19 to such taxpayer or a spouse thereof in any subsequent taxable

20 year. For the purposes of this section, the word "sale" means

21 a "sale," "exchange," "transaction" or "event" through which

22 the taxpayer is divested of all interest in his residence.

1 6. *[Exchange]~' "Sales and exchanges~' of property.

2 a. No gain or loss shall be recognized in regard to any *sale or'~

3 exchange made in accordance with *[Title 26,]* *rules and regula­

4 tions of the director which shall be consistent with the provisions

5 or sections 121,1031,1033,1034,1035 and 1036 of the United States

5A Internal Revenue Code of 1954, as amended.

6 b. A partnership as such shall not be subject to the tax imposed

7 by this act. Persons who are partners shall be liable for said tax

8 only in their individual capacities in the same manner that in­

9 dividuals are liable for partners'hip income under the Federal

10 Internal Revenue Code as of January 1, 1976.

11 c. Any pledgee, assignee, receiver, referee, trustee, conservator,

12 guardian or other fiduciary, whether or not court appointed, shall

13 report any funds which are taxable under this act but said funds

14 shall he taxed to the beneficiary or equitable OWllers thereof, when

15 received or when the right to receipt accrues.

16 d. rrhe tax imposed by this act shall not be applicable with respect

17 to any sale or exchange of agricultural animals.

1 7. Estates of deceased persons. The estate of each deceased

2 person who last dwelt in the State shall be subject to the taxes

3 imposed by this act, upon all unearned income, actually or con­

4 structively received by such person in the year of his death, upon

5 which taxes are due and have not already been paid under said act.

1 8. Duties of fiduciary. Any guardian, receiV'er, referee, trustee,

2 assignee or otl;er fiduciary, or any offic~r or agent appointed by

3 any court to conduct the business or conserve the assets of any

4 taxpayer, shall be subject to the tax imposed by this act in the

5 same manner and to the same extent as a taxpayer hereunder.
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1 9. Tax return. On or before April 15 following the close of each

2 calendar year, in the case of persons reporting on the basis of a

3 calendar year, and on or before the fifteenth day of the fourth

4 month following the close of a fiscal year, in the case of persons

5 reporting on the basis of a fiscal year, each person who earns,
\

6 receives, accrues or has credited to his account any unearned

7 income shall duly execute and file a tax return with the director,

8 in such form and containing such information as he may prescribe,

9 which return shall truly and accurately set forth the amounts

10 received and the taxpayer's liability under this act; and the full

11 amount of the tax shall be due and payable to the director on or

12 before the date prescribed herein for the filing of the return.

1 10. Failure to file return or pay tax.

2 a. Any person failing to file his return when due shall be liable

3 for a penalty of $25.00 which penalty shall be: payable to, and

4 recoverable by, the director in the same manner as the tax imposed

5 by this act. If any tax is not paid when the same becomes due, as

6 provided under this act, there s'hall be added to the amount of the

7 tax, a sum equivalent to 10ro thereof, as a penalty, and, in addition

8 thereto, interest at the rate of 1ro per month or fraction thereof

9 from the date the tax became due until the same is paid. The

10 director, if satisfied beyond a reasonable doubt that the failure to

11 comply with any provision of this section was due to reasonable

12 cause and was not intentional or due to neglect, may abate or remit

13 the whole or part of any penalty.

14 b. Any taxpayer willfully failing to file a return required by

15 this act, or filing or causing to be filed or making or causing to be

16 made, or giving or causing to be given any return, representation,

17 information, testimony or statement required or authorized by this

18 act, which is willfully violating' any other requirement imposed by

19 this act or by any rule or regulation of the director adopted here­

20 under, shall, in addition to any other penalties herein or elsewhere

21 prescribed, be guilty of a misdemeanor, punishment for which

22 shall be a fine of not more than $1,000.00 or imprisonment for not

23, more than 1 year, or both such fine or imprisonment.

1 11. Powers and duties of director. In addition to the powers

2 and duties of the director as set forth generally in Title 54 of

3 the Revised Statutes:

4 a. 'The director or his authorized representative may require

5 any taxpayer or other person required to file under this act to

6 submit copies or pertinent extracts of his F1ederal income tax

7 returns, or of any other tax return made to any agency of the

I
1
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8 Federal Government, or of this or any other state, or of any state­

9 ment or registration made pursuant to any StatB or Federal law

10 pertaining to securities or securities exchange regulations.

11 b. The director may require all taxpayers to keep such records

12 as he may prescribe, and he may require the production of books,

13 papers, documents and other data, to provide or secure information

14 pertinent to the determination of the tax imposed by this act and

15 the enforcement and collection thereof.

16 c. The director or any person authorized by him may examine

17 the books, papers, records and equipment of any person liable

18 under the provisions of this act, and may investigate the activities

19 of the person in order to verify the accuracy of any return made,

20 or, if no return is made by the person, to ascertain and determine

21 . the amount required to be paid.

1 12. Deficiency assessments.

2 a. After a final· return in due form is filed, the director shall

3 cause the same to be examined and may make such further audi,t or

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

5 he shall determine that there is a deficiency with respect to the

6 payment of any tax due under this act, he shall assess or reassess

7 the additional taxes, penalties and interest due the State, give notice

8 of such assessment or reassessment to the taxpayer, and make

9 demand upon him for payment. There shall be added to the amount

10 of any deficiency assessment or reassessment a sum equivalent to

11 10ro of such assessment or reassessment as a penalty, and, in addi­

12 tion thereto, interest at the rate of 1ro for each month or fraction

13 thereof to be calculated from the date the tax was originally due

14 and payable until the date of actual payment. If the director is

15 satisfied that the said deficiency was IliOt deliberate or due to fraud

16 or evasion, he may remit or waive the payment of the penalty

17 provided herein.

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

19 with intent to evade the tax, no assessment of additional tax shaH be

20 made after the expiration of more than 3 years from the date of the

21 filing of a return or from the original due date of a return,

22 whichever is later; provided, where no return has been filed as

23 provided by law, the tax may be assessed at any time. "Where,

24 before the expiration of the period prescribed herein for the

25 assessment of an additional tax, a taxpaYer has consented in writ­

26 ing that such period may be extended, the amount of such additional

27 tax due may be determined at any time within such extended period.

28 The period so extended may be further extended by subsequent

29 consents in writing before the expiration of the extended period.
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1 13. Collection of tax, penalties and interest. The amount of any

2 tax, penalty or interest due and unpaid under the provisions of this

3 act shall be subject to and may be collected under the provisions of

4 the State Tax Uniform Procedure Law (subtitle 9 of Title 54 of

5 the Revised Statutes).

1 14. Abatement of tax. When any tax assessed under the provi­

2 sions of this act has been found to be uncollectible, such tax and

3 penalty or interest assessed in cormection therewith may be abated

4 upon the advice and approval of the Attorney General.

1 15. Excess payments. If, within 3 years after the due date of

2 any return, the director, determines that any amount, penalty or

3 interest has been paid more than once or has been erroneously or

4 illegally collected or computed, the director shall credit the excess

5 amount collected or paid against any amounts then due and payable

6 from the person under this act or any other law administered by

7 the director and the balance shall be refunded to the person or his

8 successors, administrators or executors or any other person legally

9 responsible for the conduct of the affairs of said person.

1 16. Refund claims. Any taxpayer who feels that he has overpaid

2 any taxes due under this act may file a claim for refund in writing

3 with the director within 3 years from the due date for which such

4 overpaYment was made stating the specific grounds upon which

5 the claim is founded. Failure to file a claim within the time pre­

6 scribed in this section constitutes a waiver of any demand against

7 the State on account of overpaYment. Within 30 days after dis­

8 allowing any claim in whole or in part the director shall serve

9 notice of his action on the claimant.

1 17. Forms. The director shall design a form of return and forms

2 for such additional statements or schedules as he may require to

3-4 be filed therewith. Such forms shall provide for the s,etting forth of

b such facts as the director may deem necessary for the proper

6 enforcement of this act. He shall cause a .supply thereof to be

7 printed and shall furnish appropriate blank forms to each taxpayer

8 upon application or otherwise as he may deem necessary. Failure

9 to receive a form shall not relieve any taxpayer from the obligation

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

11 shall be made upon the oath or affirmation of the taxpayer.

1 18. Extension of time for filing return and paying tax. The

2 director may for reasonable cause extend the time for the filing of

3 any return due under this act and the payment of tax due thereon

4 under such rules and regulations as he shall prescribe. The director

5 may require the filing of a tentative return and the payment of an
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6 estimated tax. Any additional tax which may be found to be due

7 on the filing of a final return as allowed by such extension shall bear

8 interest at ,the rate of 1% per month or fraction thereof from the

9 original due date of such tax to the date of actual payment.

1 19. Enforoement. Regulations. The director shall enforce the

2 provi&ions of this act and may adopt and enforce rules and regula­

3 tions relating to the administration and enforcement of this

4 *[chapter.]* *act, which except as otherwise specifically provided

5 in this act, shall be consistent with comparable provisions of the

6 Internal Revenue Code and regulations issued thereunder. * 'rhe

7 director may prescribe the extent to which any ruling or regubtioll

8 shall be applied with retroactive effect.

1 20. Report by director. Confidential information. The director

2 shall publish in bis annual report data showing the amount of taxes

3 collected under this act, the amount of penalties assessed under

4 the provisions of this act, and suoh classifications of taxpayers

5 with such other facts as he deems pertinent and valuable. Such

6 published figures shall not disclose the operations of any taxpayer

7 in such manner as to permit the identification of such taxpayer by

8 those unassociated with his business. '1'he director, his attorney or

9 agent, or any other officer or employee of the State involved in the

10 administration of this act, shall not make known in any manner

11 the alllount or source of the taxes collected under this act 0,1' any

12 particular thereof set forth or disclosed ~n any single retul'll, or

13 permit any return or copy thereof 01' any book containing any

14 abstract or particular thereof to be seen. or examined by any

15 pe.rson, except so far as is necessary in carrying out the provisions

16 of this act; except that the director, his attorney or agent may

17 disclose such information or any information contained in any

18 return filed under the provisions of this aot, in the Oounty Oourt

19 or the Superior Court in any case therein pending in which said

20 director, or any other department or agency of the State Govern­

21 ment, is a party, or to any officer or department of the State

22 Government when required in the course of duty or when there is

2;) reasonable cause to believe that there. is infraction of any State

24 law and to any proper officer of the United States Treasury Depart­

25 ment or of any othe,r state imposing a gross receipt, income or

26 franchise tax reciprocating in this privilege. Any person who

27 violates any provision of this section shall be fined not more than

28 $1,000.00 or imprisoned not more than 1 year or both such fine and

29 impr~sonment.
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1 hLlve si.gned into li1H the supplement.:ll appropr:i.:lt:lollS hill dnd the LlX

:*
and other revenue bills t.o fi.nancE~ it. These rC'lenu,:c; ,Ii.] L keep the bl:ses and

trains in operation and\.;ill restore the other programs that d r:lajorit:y of tbl~

Legislature adjudged to be vital to the public \'J(~lfare.

Even with these restorations, New Jersey remains ttle most tight-fisted

state in the nation. We will spend in this fiscal year about $75 million

less than we spent last year, despite the toll of continuing inflation t/hich falls

as heavily on government as it does on household budgets. lInd this AdDinistration

will continue its effort to cut corners and realize further economies where7er

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

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

than some of the taxes that the Legislature considered and wisely rejected.

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

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

unearned income tax -- is truly progressive.

Nevertheless, I ta~e no particular pride in signing these taxes into law.

And I noticed that fe,.; members of the Legislature exhib:Lted much pride in

enacting them. For this is strictly a stopgap revenue program and we 8USt not

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

This revenue package does nothing to nleet our cornmitm8nt -- the LegisL.lture' s

and TI1".lne -- to fund the new education formula under whidl the State is to aSSl:i:le

a greater portion .of the costs of operating our public schools. The State Supn.:;:le

Court h,H; ordered that th:Ls be done and the Legislature has publicly dp.cL:ll~cd

its int<.>ntion to deill ,"ith thtlt commitment br:iginnLng on Nove~t)0.r 10.
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these llC\': ta:{cs is l:11,'l1.: they \.Jj,J.l not ;, <ll~, lfl:1L ta-'; stn:Cllirc: meilsur.1.b1.y more

regrc~Hivc thaD it i~.

And sC7cral of the bills I sjgnc~ toJay are, by Jesi~n, tenporary

SOU~C0S of revenue. The funds thEy provide will, of necessity, have to be

rcpl'lced from some other source next yeilr if the programs they fin;:mc.e are to

continue. These teQporary measures, together with otller fiscal facts of life,

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

The Legislature has demons trated drdt:l.J.tically in the pas t several

month::; that there are no easy taxes -- nor should there be. The true test of

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

pass, but hmv equitably it's burden \vill be distributed on those who will pay it.

I am confident that the Legislature vlill "ark for true tax reform

in addressing our unmet obligations in the ElOnths ahead. I \vill, as ahvays, be

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

Attachrr;e.nt



The fol1oHing bills \-I.?re sii:,;ned hy Covctrnor !;yrlle:

.)0;:
~S-3l70 - Sponsored by S(~n;}tor Joseph lkrli.no, D-}1C'n:c~r, \·,hic[)

increases the intf::rest and pc.lulties to be nf;.'w~;s('d ill c:onjunctina \·lith

th~ administration and enforC0uent of c0rtain state t~x l~{s.

A-19l5 - Sponsored by AssemolYfilan Rol;;;~rt Sh81t:un, D-Suss!?;·:, dlicll

provides for the taxation of banks under the same l;)\{s pursll.:mt to \·;hich

business corporations are taxed.

,{\.-3339 - Sponsored by Assemblyman Steven Perskic, D-Atlanlic, Hhich

prescribes the amount of excise taxes each "financial business corporation"

shall pay during each of the years 19/6, 1977 and 1978.

A-3556 - Sponsored by Asse~blyman Hilliam Ha~ilton, D-Middlesex,

which designated the "Tax on Capital Gains and Other Unearned Income

Act," imposes a tax on capital gains and other unearned income.

A-·3557 - Sponsored by Assemblyman George Barbour, D-Burlington, vJhidl

supplements and CL'ftcnds the appropriations act for the support of the

state government for the fiscal year ending June 30, 1976 (P.L. 1975, c.128)

A--3593 - Sponsored by Assemblyman Kenneth Gewcrtz, D-Glouces ::er,

whicrt transfers to t·he Gelleral State Fund clUollnts in. the Unsatisfi.ed Claim

and Judgment Fund certified by the Board to exceed that necessary to meet

pending claims and anticipated claims during the succeeding 12 months.

A-3609 - Sponso~-ed by Assemblyman Kenneth Ge\vertz, D-Gloucester,

which repeals P.L. 1952, c. 175, the Hator Vehicle Liability Security l~und

Act, transferring all amounts remaining therein to the General State fund.

A-3625 - Sponsored by Assemblyman George Barbour, D-Burlington,

which increases realty transfer fee from $.50 to $1.75 per $500 consirleration

wjth certain exemptions.
\

A-3627 - Sponsored by Assembl)'111::J.ll. ~hll:i.am B3111ilton, D-~ii.ddJ.l°.se:.;, \Jtl-ic!l

inCT0ases the Unillcorporuted Business Tax to a rate of 3/8 of 1% for u period

ending June 30, 1976.




