CHAPTER 120

AN AcT eliminating the throwout of receipts in allocation of entire net income under the
corporation business tax and eliminating the "regular place of business' requirement to
allocate less than 100% of income to New Jersey, amending P.L.1945, c.162.

BE IT ENACTED by the Senate and General Assembly of the State of New Jersey:
1. Section 5 of P.L.1945, c.162 (C.54:10A-5) is amended to read as follows:

C.54:10A-5 Franchise tax.

5. The franchise tax to be annually assessed to and paid by each taxpayer shall be the
greater of the amount computed pursuant to this section or the alternative minimum
assessment computed pursuant to section 7 of P.L.2002, c.40 (C.54:10A-5a); provided
however, that in the case of a taxpayer that is a New Jersey S corporation, an investment
company, a professional corporation organized pursuant to P.L.1969, ¢.232 (C.14A:17-1 et
seq.) or a similar corporation for profit organized for the purpose of rendering professional
services under the laws of another state, or a person operating on a cooperative basis under
Part | of Subchapter T of the federal Internal Revenue Code of 1986, 26 U.S.C. s.1381 et
seq., there shall be no alternative minimum assessment computed pursuant to section 7 of
P.L.2002, c.40 (C.54:10A-5a).

The amount computed pursuant to this section shall be the sum of the amount computed
under subsection (a) hereof, or in the alternative to the amount computed under subsection
(&) hereof, the amount computed under subsection (f) hereof, and the amount computed
under subsection (c) hereof:

(&) That portion of its entire net worth as may be allocable to this State as provided in
section 6, multiplied by the following rates: 2 mills per dollar on the first $100,000,000.00
of allocated net worth; 4/10 of a mill per dollar on the second $100,000,000.00; 3/10 of a
mill per dollar on the third $100,000,000.00; and 2/10 of a mill per dollar on all amounts of
allocated net worth in excess of $300,000,000.00; provided, however, that with respect to
reports covering accounting or privilege periods set forth below, the rate shall be that
percentage of the rate set forth in this subsection for the appropriate year:

Accounting or Privilege
Periods Beginning on or The Percentage of the Rate

after: to be Imposed Shall be:
April 1, 1983 75%
July 1, 1984 50%
July 1, 1985 25%
July 1, 1986 0

(b) (Deleted by amendment, P.L.1968, c.250, s.2.)

(¢) (1) For ataxpayer that is not a New Jersey S corporation, 3 1/4% of its entire net
income or such portion thereof as may be allocable to this State as provided in section 6 of
P.L.1945, c.162 (C.54:10A-6) plus such portion thereof as is specifically assigned to this
State as provided in section 5 of P.L.1993, ¢.173 (C.54:10A-6.1); provided, however, that
with respect to reports covering accounting or privilege periods or parts thereof ending after
December 31, 1967, the rate shall be 4 1/4%; and that with respect to reports covering
accounting or privilege periods or parts thereof ending after December 31, 1971, the rate
shall be 5 1/2%; and that with respect to reports covering accounting or privilege periods or
parts thereof ending after December 31, 1974, the rate shall be 7 1/2%; and that with respect
to reports covering privilege periods or parts thereof ending after December 31, 1979, the
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rate shall be 9%; provided however, that for a taxpayer that has entire net income of
$100,000 or less for a privilege period and is not a partnership the rate for that privilege
period shall be 7 1/2% and provided further that for a taxpayer that has entire net income of
$50,000 or less for a privilege period and is not a partnership the rate for that privilege
period shall be 6 1/2%.

(2) For ataxpayer that isa New Jersey S corporation:

(i) for privilege periods ending on or before June 30, 1998 the rate determined by
subtracting the maximum tax bracket rate provided under N.J.S.54A:2-1 for the privilege
period from the tax rate that would otherwise be applicable to the taxpayer's entire net
income for the privilege period if the taxpayer were not an S corporation provided under
paragraph (1) of this subsection for the privilege period; and

(ii) For a taxpayer that has entire net income in excess of $100,000 for the privilege
period, for privilege periods ending on or after July 1, 1998, but on or before June 30, 2001,
the rate shall be 2%,

for privilege periods ending on or after July 1, 2001, but on or before June 30, 2006, the
rate shall be 1.33%,

for privilege periods ending on or after July 1, 2006, but on or before June 30, 2007, the
rate shall be 0.67%, and

for privilege periods ending on or after July 1, 2007 there shall be no rate of tax imposed
under this paragraph; and

(iii) For ataxpayer that has entire net income of $100,000 or less for privilege periods
ending on or after July 1, 1998, but on or before June 30, 2001 the rate for that privilege
period shall be 0.5%, and for privilege periods ending on or after July 1, 2001 there shall be
no rate of tax imposed under this paragraph.

(iv) The taxpayer's rate determined under subparagraph (i), (ii) or (iii) of this paragraph
shall be multiplied by its entire net income that is not subject to federal income taxation or
such portion thereof as may be allocable to this State pursuant to sections 6 through 10 of
P.L.1945, c.162 (C.54:10A-6 through 54:10A-10) plus such portion thereof as is specifically
assigned to this State as provided in section 5 of P.L.1993, ¢.173 (C.54:10A-6.1).

(3) For ataxpayer that is a New Jersey S corporation, in addition to the amount, if any,
determined under paragraph (2) of this subsection, the tax rate that would otherwise be
applicable to the taxpayer's entire net income for the privilege period if the taxpayer were not
an S corporation provided under paragraph (1) of this subsection for the privilege period
multiplied by its entire net income that is subject to federal income taxation or such portion
thereof as may be allocable to this State pursuant to sections 6 through 10 of P.L.1945, c.162
(C.54:10A-6 through 54:10A-10).

(d) Provided, however, that the franchise tax to be annually assessed to and paid by any
investment company or real estate investment trust, 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 promulgated in connection therewith, shall, in the case of an investment
company, be measured by 40% of its entire net income and 40% of its entire net worth, and
in the case of areal estate investment trust, by 4% of its entire net income and 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, and further provided, however,
that the franchise tax to be annually assessed to and paid by a regulated investment company
which for a period covered by its report satisfies the requirements of Chapter 1, Subchapter
M, Part |, Section 852(a) of the federal Internal Revenue Code shall be $250.
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(e) The tax assessed to any taxpayer pursuant to this section shall not be less than $25 in
the case of a domestic corporation, $50 in the case of a foreign corporation, or $250 in the
case of an investment company or regulated investment company. Provided however, that
for privilege periods beginning in calendar year 1994 and thereafter the minimum taxes for
taxpayers other than an investment company or a regulated investment company shall be as
provided in the following schedule:

Period Beginning Domestic Foreign
In Calendar Y ear Corporation Corporation
Minimum Tax Minimum Tax
1994 $ 50 $100
1995 $100 $200
1996 $150 $200
1997 $200 $200
1998 $200 $200
1999 $200 $200
2000 $200 $200
2001 $210 $210

and for calendar years 2002 through 2005 the minimum tax for all taxpayers shall be $500,
and for calendar year 2006 and thereafter the minimum tax shall be based on the New Jersey
gross receipts, as defined for the purposes of this section pursuant to section 7 of P.L.2002,
€.40 (C.54:10A-5a), of the taxpayer pursuant to the following schedule:

New Jersey Gross Receipts: Minimum Tax:
Less than $100,000 $500
$100,000 or more but

less than $250,000 $750
$250,000 or more but

less than $500,000 $1,000
$500,000 or more but

less than $1,000,000 $1,500
$1,000,000 or more $2,000

provided however, that for a taxpayer that is a member of an affiliated group or a controlled
group pursuant to section 1504 or 1563 of the federal Internal Revenue Code of 1986, 26
U.S.C. s.1504 or 1563, and whose group has total payroll of $5,000,000 or more for the
privilege period, the minimum tax shall be $2,000 for the privilege period.

(f) In lieu of the portion of the tax based on net worth and to be computed under
subsection (@) 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 $150,000, may elect to pay the tax shown in a table which shall be
promulgated by the director.

(g9) Provided however, that for privilege periods beginning on or after January 1, 2001 but
before January 1, 2002 the franchise tax annually assessed to and paid by a taxpayer:

(1) that is alimited liability company or foreign limited liability company classified as a
partnership for federal income tax purposes shall be the amount determined pursuant to the
provisions of section 3 of P.L.2001, ¢.136 (C.54:10A-15.6); or

(2) that is a limited partnership or foreign limited partnership classified as a partnership
for federal income tax purposes shall be the amount determined pursuant to the provisions of
section 4 of P.L.2001, ¢.136 (C.54:10A-15.7).
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(h) Provided however, that for privilege periods beginning on or after January 1, 2002 the
franchise tax annually assessed to and paid by a taxpayer that is a partnership shall be the
amount determined pursuant to the provisions of section 12 of P.L.2002, c.40 (C.54:10A-
15.11).

(i) (Deleted by amendment, P.L.2008, ¢.120)

2. Section 6 of P.L.1945, c.162 (C.54:10A-6) is amended to read as follows:

C.54:10A-6 Allocation factor.

6. The portion of its entire net worth to be used as a measure of the tax imposed by
subsection (a) of section 5 of P.L.1945, c.162 (C.54:10A-5), and the portion of its entire net
income to be used as a measure of the tax imposed by subsection (c) of section 5 of
P.L.1945, c.162 (C.54:10A-5), shall be determined by multiplying such entire net worth and
entire net income, respectively, by an allocation factor which is the property fraction, plus
twice the sales fraction plus the payroll fraction and the denominator of which is four, except
as the director may determine pursuant to section 8 of P.L.1945, ¢.162 (C.54:10A-8), that is:

(A) The property fraction is 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,;
provided, however, that for the purpose of determining average value, the provisions with
respect to depreciation as set forth in subparagraph (F) of paragraph (2) of subsection (k) of
section 4 of P.L.1945, c.162 (C.54:10A-4) shall be taken into account for arriving at such
value.

(B) The sales fraction is the receipts of the taxpayer, computed on the cash or accrual
basis according to the method of accounting used in the computation of its net income 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 without the State at the time of the receipt
of or appropriation to the orders where shipment is made to points within the State,

(3) (Deleted by amendment.)

(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 (excluding dividends excluded from entire net income by
paragraph (1) of subsection (k) of section 4 of P.L.1945, c.162 (C.54:10A-4)) 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 payroll fraction is 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 compensation, similarly
computed, during such period of all the taxpayer's officers and employees within and without
the State.

In the case of a banking corporation which maintains a regular place of business outside
this State other than a statutory office, and which elects to take the exclusion from net worth
provided in subsection (d) of section 4 of P.L.1945, c.162 (C.54:10A-4) or the deduction
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from entire net income provided in paragraph (4) of subsection (k) of section 4 of P.L.1945,
€.162 (C.54:10A-4), the allocation factor shall be computed and applied in accordance with
section 6 of P.L.1945, c.162 (C.54:10A-6); provided, however, that the numerators and the
denominators of the fractions described in (A), (B) or (C) above shall include all amounts
attributable, directly or indirectly, to the production of the eligible net income of an
international banking facility as defined in paragraph (4) of subsection (k) of section 4 of
P.L.1945, c.162 (C.54:10A-4), whether or not such amounts are otherwise attributable to this
State.

3. This act shall take effect immediately and apply to privilege periods beginning on or
after July 1, 2010.

Approved December 19, 2008.



