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Further amendments -

"SUBCHAPTER 3.
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Pursuant to Executrve Order No. 66(1978), Chapter 35 was readopt-
ed as R.1993 d.315. See: Source and Effective Date. See, also,

" section annotations for specific rulemaking activity.
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: 18:35-3.2 Treasurer’s‘ approval of a business to receive a grant from

‘both the Business Employment Incentive Program Act and
. the Business Relocation-Assistance Act

»'SUBCHAPTER 1 GENERAL PROVISIONS

18: 35-1 1 Summer payment plan

(a) Certain deferred payments, authonzed under a so-
called “summer payment plan” under N.J.S.A. 18A:29-3,
whereby an amount equal to ten percent of the employee’s
~ salary is withheld and paid to the participant in ‘the plan-at a
~ later date are subject to tax under the New Jersey Gross

Income Tax Law, P.L. 1976, c.47 (N.J.S.A. 54A:1-1 et seq.),

at the time withheld and not at the time paid, provided that
a similar treatment is glven under the Internal Revenue

Code and regulations thereunder for Federal income tax '

' purposes

(b) Section 54A: 8—3 of the New J ersey Gross' Income Tax

Act, PL. 1976, c.47 (N.JS.A. 54A:8-3), provides that a

taxpayer’s accounting method under this Act shall be the

same as his accounting method for Federal income tax
purposes. Therefore, if for Federal income tax purposes an
, employee who participates in such a deferral plan is deemed
_to have received the salary at the time that the salary was
withheld and placed into a deferred salary escrow fund, such
" income will also be deemed to have been received and

. subject to tax for New Jersey gross income tax purposes at

that time. Such! salary would not 'then be subject to New
Jersey gross income tax when the employee receives a
-payment from the deferred salary escrow fund. '

'R.1976 d.415, effective December 16, 1976 \
See: 9NJR. 52(a)

‘18°35-1.2 Clergymen, self-employed' income; expenses :

Duly ordained clergymen are considered to be self-em-
ployed individuals for the purposes: of the New J ersey Gross
" Income Tax Act. Accordingly, salaries, fees, honorariums,,
allowances and other remuneration paid to clergymen for
services rendered are not subject to withholding, There-
fore, income does not include the rental value of a resrdence

provided for a clergyman by his church or congregation.

© R.1976 d.424, effective December 17, 1976
See: O NJR. 52(b)

18:35-1.3 Declaratlon of estimated tax; 1976

(a) A declaratron of estlmated tax for 1976 must be madev :

if your total New Jersey estlmated tax is more than $100.

“Estimated tax” means the amount which an individual .~

estimates to be his income tax for the taxable year less the
amount which he ‘estlmates to be: the sum of any credits
allowable against the tax. :

Supp. 12-15-97
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(b) In general a declaratlon is not required to be filed if
‘you expect that your 1976 tax return form NJ 1040, will
show a tax refund, or a tax balance due to be paid to New -

Jersey of $100 or less in excess of any credits.

(c) Calendar-year taxpayers should determine“‘ their ex-

pected gross income, deductions and credits upon the basis -

of the facts and circumstances existing at -the time pre-

- scribed for filing the 1976 declaration -as well as those
‘reasonably to be anticipated for 1976. Use the worksheet ,

asa gurde for computing your estmrated tax. .

1. Calendar-year taxpayers should estimate therr tax
for the period July 1, 1976 to December 31, 1976. Ex-

emptions and credits shall be one half of the full amount. -

The allowance for each personal exemption is $500. The

tenant’s homestead credit is generally $32.50 ($50 for

taxpayers 65 or over, permanently or totally disabled, or

certain surviving spouses).. Fiscal year taxpayers should - -
estimate their tax from July 1, 1976, to the close of their
Exemptions and credits shall be ‘prorated

fiscal year.
- accordingly.

* (d) A declaration of estimated tax must be filed for 1976 -~

on or before January 15, 1977. 'If a final return is filed on -
. or before February 15, 1977, no-declaration need be filed.

(e) A declaration of estimated tax shall be filed wrth the

New Jersey Division of Taxation, Post Office Box 1848,
* Trenton, New Jersey 08625. : '

{

(f) The estimated tax shall be paid at the time the
declaration is filed. “Make your checks or money orders

payable to State of New Jersey—TGI. An individual may

~ elect to pay his estimated tax pnor to the.date prescribed
~ for its payment. :

NOTE: You should  check your income tax to be )

" withheld in computing your estimated tax.

S ® Failu_re to file decla_ration‘ or underpayment of esti-

mated tax: If any taxpayer fails to file a declaration of
estimated tax or fails to pay all or any part of an installment
of estimated tax, he shall be deemed to have ‘made an

s underpayment of estlmated tax,

'Edrtor s Note:. In addrtlon to these rules, a declaration -

of estimated tax, form NJ-TGI 1040-ES, was filed but
_is not reproduced herein. Further information on this

form is available from the Drvrsron of Taxatron P.O. .

. Box 1848 Trenton, N.J. 08625

(h) Rules on penaltres are:

1L Ithe amount pard with the declaratron of estimat-

ed tax, paid on or before January 15, 1977, is at least 80
per cent of the taxpayer’s tax habrhty, no penalty wrll be -

vunposed for underpayment ,

Next Page is 3521
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2. As an alternative to paragraph 1 above, no penalty
will be imposed for underpayment of final tax liability if

the estimated tax paid with the declaration of estimated

tax is less than 50 per cent of taxpayer’s adjusted gross
income reportable and reported on his personal 1975
Federal income tax return (Federal form 1040), multi-

Next Page is 35-3
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plied by 75 pér cent and the applicable New Jersey gross
income tax rate.

i. Example:

(1) 1975 - Federal
$15,000.00; ’

adjusted gross income:

Supp. 12-15-97
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/v .

© (2) 50 per cent of Federal ad]usted gross mcome -

$750000 B

3) Multrply item (2) by 75 per cent $5 625.00; '_

- (4) $5, 625 times two per cent $112 50°

(5) In thrs example, a tax pard of less than $112 50» |

) wrll be subJect to penalty

3. If the taxpayer does not meet erther of the tests
,descrrbed above, there shall be added to the tax- for the
taxable year an ‘amount at the rate’ of nine per’ cent per

. annum upon the amount of the ‘underpayment: for the -
period of the underpayment, but not beyond the 15th day .

‘of the fourth month followmg the close ‘of ‘the’ taxable;
year. -

or after the taxpayer’s death.

’ R. 1976 d.425, effectlve December 1% 1976

See: INJR. 52(c)

18 35—1 4 Informatron furnlshed at source -

(a) Payers of- mterest and - drvrdends 1ncludmg banks
- savings and loan associations, building and loan associations
» and savings banks, are required’ under N.L. S:A. 54A:1-1 et -

seq. to provide the Director, New Jersey ‘Division of Taxa-f
tion, with information returns which ‘shall  include - the

ing, wrth preference in the order lrsted below: . Lo

_ nal Revenue Service (with the same specrfrcatrons) in lieu-
- of forms 1099 for the full year of 1976, edited to delete all [

‘ hstmgs of recrprents of less than $1 000 or - 'i: L

than $1,000; or
3. Copres of all forms 1099 submrtted to. the Internal

‘Revenue Servrce for the full. year 1976 ‘on-amounts of .
$1,000 or more (either an- addrtronal carbon or. photocopy‘ ;

- of the form 1099) or -

4, Copres of all forms 1099 submltted to the Internal
Revenue Servrce for the full year 1976 :

'R 1976 d.400, effectrve December 14, 1976
See: 9 NJ .R. 48(c) ; n

18: 35-1{5 Informatron furmshed at the source' payers :

-other than mterest ‘and dwrdends

(a) In addrtron to the mformatron requrred to be fur-/.i"v
Y, mshed under sectron 4 of thrs subchapter, all payers, mclud-,’

\

‘No underpayment shall be deemed to exist with -
respect to a declaration or mstallment otherwrse due on

(b) Payers shall mclude lessees or mortgagors of real or’: S
' personal property, f1ducrar1es, employers, and all officers: ~ - -
‘and employees of this State, or of any municipal corporation.
_or. polrtrcal subdrvrsron ‘of thrs ‘State, having the' control,” = -
’:-recerpt custody, _drsposal ‘or payment: of - interest, rets,
- salaries, wages, premiums, annuities, compensatrons remu-
- nerations,’ emoluments or.other fixed. or determinable gains, "

st

‘ing those who are Tequired to file Federal Internal Revenue -
~ form 1099 or ‘any of the form 1099 desrgnatlons shall filea” -
copy 1 thereof with the D1v1sron of Taxation, P.O. Box 1848, "~

* Trenton, New Jersey 08625, oror before March 15 1977, 1n'- ’

the same form and under the same ‘conditions as prov1ded:
for in section 4 of thrs subchapter where the amount pard is .
' $1 000 or more. ST

profrts or. mcome, except mterest coupons payable to bearer-

| R1977.4.19, effective January 26 1977 L
,’See 9 N.JR 101(a)

- -

 toPL1976cd7

B (b) Sa1d amendment provrdes that “For the tax year 1976 -
any. taxpayer wrth ‘a tax liability under th1s subsectron or .
under ‘the ‘Tax on Capital Gains: and Other Unearned -
* Income Act (PL 1975, .c. 172), shall not be subject to~ -
payment of an amount greater than the amount he would
‘have . paid -if either return had covered all capital ‘transac-"= .
~ tions during the full tax year 1976; provrded ‘however, that .+ -
. " “the rate which shall apply to any capital gain shall be that in
1. A copy of the magnetlc tape provrded to the Inter- . effect on the date of tlhpe}transaguonp Tog the extent that any. =
loss is used to offset- any gam under (P.L. 19]5 ¢:172) it shall - »
not be used to offset any gain ‘under the ‘New Jersey Gross o
'/Income TaxAct’ (PL 1976, c47) S R
X A copy of the tape provrded to the Internal Reve-‘
" fiue Service (as above) wrthout deletmg rec1p1ents of less,v o

'/

(c) Accordmgly, the followmg rule is 1ssued in- order to*','j

- set forth the method of calculating the capltal gain which
- -must: be; mcluded in the capital ‘gains and . other unearned; FE
.’C,mcome tax return’ and/or gross mcome tax return for the RN
"‘.1976 taxable year - : RN

‘ (d) The taxpayer shall determrne the net amount of garn'-'.;_

: and loss ‘applicable to ‘each six-month period.- He must

- determine the net gain or loss attributable to the period .
: "‘from January 1, 1976, to June: 30, 1976, during which the = -
Capital Gains and Other Unearned Income Tax Law was in-

“effect for 1976, and he must determme the net gain or loss:
attrrbutable to the penod from July 1, 1976, to December °
31, 1976 during; which the- New. Jersey ‘Gross Income Tax

" Law was in effect for 1976." Where it is determined that a

“net loss ‘occurred durlng either perrod such net loss may be

apphed agamst the net gam, if any, whrch is reahzed in the

A

| ’-'?‘,'s;upp. '12_-2,-96“.'»

- - 18 35—1 6 Treatment of capltal gams and losses pursuant R

v "j)_jAs ‘a result of the enactment of chapter 40 of the o
-Public¢' Laws of 1977 ‘on - March 16,1977, capital gains-
’reahzed durmg the calendar year, 1976.are subject to special - -

. treatment by reason of an amendment to sectron 54A:5~ l(c) SR

! *of the New )Jersey Gross Income Tax Act

amounts paid to or credited to the accounts of all recipients " °

- for the period from July 1, 1976, to and mcludrng December -

' 31, 1976. Such information returns must -be- filed on orl’,;_‘.
“ before February 15, 1977. In the event: it is not practrcable‘ i
to furnish the information - for the. requrred period; - this.

’ requrrement may be satisfied by each payer of interest and
. - dividends by provrdmg the director with any of the follow-'



N as heremafter set forth.

S ‘1'8:3.5-*1.6”

:other taxable perrod The followmg ﬂlustrates the proce-» W

dure wluch is requrred to be followed

VUNEARNED INCOME TAX B GROSS INCOME TAX

<. Gains and losses, subjecttotax - . Gains and losses subject to tax
(Januaryl 1976 to June 30 1976) V(July 1, 1976 to: December 31, 1976)
Feb 5 1976 “Gain $5 000 o ’» - Aug: 3 1976 Gain $10 000
" Net gain. (=176 to. = 7 Ot 14 1976 Loss $12,000 -
. 6-30-76) $5,000 et .
" 'Loss allowed under c. 40, Net ]oss (7— -76 to

_ PL1977$2000 12-31-76) 82, 000 :
-+ Net gam subject to tax $3 000 , .

1 The $2 000 net: loss 1ncurred durmg the second half
' Qof 1976 under the gross income tax is- allowed as-a " -
- deduction against the net gain of $5,000 reahzed ‘during .

- the first half of 1976 under the unearned income tax. The

’ taxpayer would, therefore, be permltted to.report-a net

~ gain of $3, 000 under the unearned income tax. He would
F,.*_have no- net gam or loss under the " gross income tax. o

2. Where the taxpayer is an estate or trust the same
rules shall apply and the estate:or trust will be permitted -
to offset a net gainin the second half of 1976 under the .
gross income tax if a net loss was incurred durmg the first

~half of 1976, even though the uneamed income- tax did

.- not apply to estate and trusts.

3 In addrtron, mdrvrduals who were not sub]ect to the
capital gains and other unearned income tax during the

DEPT OF TREASURY—TAXATION:

i

period” means a period beginning on the first-day of a_ :+~

-~ calendar month ‘and -ending on the 15th day of ‘said -
_calendar month, and a period begmnmg on the 16th -
' day of acalendar month and. endrng on the last day of

' ;_'sard calendar month ke )

o i, For the purposes of thrs regulatron “semrannual. e
period” means either a perrod from January 1through = -
~June 30 of a calendar year, or a period" from July 1

'through December 31 of a calendar year.

i.- For. the purposes of thls regulatron, “semrmonthly

b

‘3. Consecutive returns for each semrmonthly perrod

"/accountmg for all taxes withheld: during the year, must be
_filed by -an employer ‘who -is_required. to report semi-. -

monthly If no tax was ‘withheld during a particular - - :,7
semimonthly- period, a return still ‘must be filed for such =
period, together with a statement explammg why no tax_ "

was withheld.

,Note For the future, a deposrtory system srmrlar to the, R

" Federal system is contemplated

| “Editor’s’ Note A copy of -form: NJ. '500-S. and its -
“instructions . was filed with the above rule but is not: .
reproduced. herein. JInformation on this data may.be

~ obtained from the Division of Taxation, Department of',--., g
the -Treasury, PO Box 1848 Trenton New Jersey

- 08625.

* first half of 1976 by reason of the modified Federal “R1977 d.149, effectivé May"lé 1977.

~adjusted gross income threshold may also. avail themselves‘
of the net loss offset if a net loss was mcurred durmg the’
frrg half of 1976 o - A R

S

See: 9 NJR. 193(a), 9 NIR. 2950).

: 18 35—1 8 Informatlon furmshed at. source oy
~(a) Under NJ S.A. 54A 1-1 et seq., mformanon returns._',? ;

R1977d94 effecnve March 18,1977.. . ’V e S wh1ch shall- include the amounts paid to or credited:to the

o See: 9N'JR 199(°) o oo accounts of all recipients: for any calendar year- beginning:
S S ~ . with' January -1, 1977, are: required to be provrded 1o the :

18 35-1 7 Accelerated returns and payment of certam ’ L ,fDrrector New Jersey D1vrsron of Taxatlon, by:

o employers w1thheld taxes -

(a) Certam employers, as herernafter descrrbed requrred
* to deduct and withhold taxes from wages under the Gross. -
" Income Tax Act shall file a semrmonthly employer s return, ’

1 Any employer requlred to deduct and wrthhold
“taxes from wages paid on or after May 1, 1977, where the
* amount requrred to be deducted can. reasonably be ex-
. pected to be $18,000 or more for the sémiannual period - °
durmg which the: semrmonthly frhng period occurs, ‘shall,
- for each semunonthly period beginning May 1, 1977, file + ~
-~ an employer s semimonthly return (form N.J. 500-S) with

. followmg schedule

Period - . ' Due. date

Second semrmonthly perrod ’ 15th day of the month followmg

2. Pertinent deﬁnitions are: N

Coswp2se a4

Payers of interest and drvrdends, mcludrng banks,

savmgs and loan associations, burldrng and loan assocra-' T

. tlons -and savmgs banks and

w20 Al payers mcludrng those who are requrred to: frle :
Federal Internal Revenue Service form 1099 or any of the "
~. form 1099 designations, which shall include lessees or
-~ :mortgagors of real or-personal property, f1ducrar1es, em-
- ployers, and ‘all officers and employees of this State, or of
.~ any municipal corporation or political subdivision -of this -
- State, having the control, receipt, custody, dlsposal or-
‘payment: of interest, -rents, - salaries, wages, premiums, -

annuities, compensatrons, remunerations, emoluments or

except interest coupons payable to- bearer

.. (b) Such information returns must be ﬁled on or before
First semimonthly perlod © Last day of the month .~ ' E February 15 following the close of each calendar year; with' .
the Division of Taxation, CN 248, Trenton, New Jersey -
08646—0248 where the amount pard or credlted is $1 000 or }‘-

' more: L

~'payment of the taxes withheld .in accordance with the - other fixed or'determinable gains, profits or mcome,

/

&



- nue Service -on. Federal -Form 1099-S (or any - .other form =
~which the Internal Revenue Service may designate) pursu:’ -~
. ant to -Section 6045(e) ‘of- the -Federal Internal Revenue -

- Code is required: to submit all such reports to the Division *
of Taxation when the real estate being sold or- exchanged is .

T

. (//_*7

7

. Voo

‘\
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(c) The requrrements of (b) above shall be satrsfred by v
‘providing the Director - w1th -any of} the followmg, .wrth ‘,_:' '

preference in the order hsted below

1. A copy of the magnetrc tape provrded to the Inter— L
nal Revenue Service (with the same specrfrcatrons) in liew . ‘
of forms 1099 for the full calendar year, edrted to delete .

all hstmgs of recipients of less than $1 000 or

2. A copy of the tape provrded to-the Internal Reve-
nue Service (as above) wrthout deletmg recrprents of less L

than $1 000; or -

3. Coples of all forms 1099 submrtted to the Internal,"
 Revenue Service for the full calendar year on-amounts of -
- $1,000 or more (either an. addrtlonal carbon or photocopy’,

of the form 1099) or

4, Oopres of all forms 1099 submrtted to the Internal. '

Revenue Servrce for the full calendar year

(d) Begmnmg with real’ estate transactrons occurrmg after L
~ December 31, 1995, each person required to report--the

proceeds from real estate transactions to the Internal Reve-

partrally or entrrely located i in New Jersey

1. All information returns required by’ thrs subsectron R

" must be filed on or before February 15 following the close L
of each calendar year, ‘beginning with February 15, 1997. .
Information returns:attributable to real estate transactions a

" must be sent to: Division of Taxation, CN 187, Trenton,
New Jersey 08646-0187, where the amount pard or credrt- w

) ed is $1 000 or more.

in (b) above.

(e) . The requrrements of (d) above shall be satrsﬁ

.providing  the Director with -any of the followmg, wrth

preference in the order hsted below

of less than $1, 000

2.A copy “of the. tape provrded to the Internal Revenue‘
- Service (as above) without deletmg real : estate transac—' S

tions with gross proceeds of less than $1, 000

3. Copres of all forms 1099—S submrtted to the Internal i._
Revenue Servrce for the full calendar year for real estate c

’_See 10NJR. 45(a) S
~Amended by R:1996: d.550, effectlve Dece

"‘:‘.18 35—19 Reportmg of' mterest on certam obhgatrons ‘ ,
— taxable status ot' State and Federal securltlesi.-

" transactrons w1th gross proceeds of $1 000 orr more (e1ther- e
~an addrtlonal carbon or phot COpY  ( f the form 1099—S) RERER
LSO e i o

4 Copres of all forms 1099—S submrtted to the Internal“

See: 28NJR. 2517(a), 28 N JR. 5079(b)

(a) Gross mcome shall not _mclud
gatrons SRy

Issued by or on behalf of New J ersey or any county,.- o
N mumcrpalrty, school -or - ‘other “district, agency, authority, -
. -commission, mstrumentalrty, spublic corporation (including
~ one created or existing pursuant to agreement or compact. - S
- with this or any other state), body corporate and polrt1c orﬁ-.r"i 1+
o 'pohtrcal subdrvrsron of New Ji ersey:: .

T ipation " issued  in : ' connection - “with lease-purchase

) : governmental entrty,

'under the laws of the Umted States N

(c) The term “net gams ‘or- 1ncome

Federal securrtres P

iv. Export—Import Bank of the United
~+ " States (“Eximbank): -

»1nterest on . oblr-f_:-’

R i. Specrfrcally mcluded wrthrn thrs subsectron is m-:f -
“terest received with' ‘fespect to. Certrfrcates of Partic--.

-agreements,. provrded that the, lrabrlrty for payments of .
~ “principal and mterest is solely that of a New Jersey._ B

2.0 Those oblrgatrons whrch are. statutorrly free from N
State or Jocal -taxation under - any. act of New Jersey or g

’.-"‘(b) Under the authorrty of N J. S A 54A 9—17 whrch em--” f L
- powers. the Division to require such facts and information to
-7 be: reported as are deemed necessary to. “enforce the provr- .

21 any- person - requlred to: frle mformatron returns .sions of the Gross Income Tax Act, -Every. person requrred 'to

under this subsection is also required to submit 1nforma-"_""
tion returns pursuant to (b) above, such' person ‘shall send ™
the mformatron returns attributable to real estate transac- "
tions to the address specified in (d)1 above, and shall
-send all other mformatron returns to the address spec1f1ed o

- file a resident New Jersey -gross ‘income . tax .return- .
; (NJ-1040) fora taxable year shall report on such return the .
‘amount of interest received or accrued durmg the taxable‘l
,f.year whrch is exempt from the gross 1ncome e tax. SRR

shall not 1nclude-l_". L
f‘"gams or -income derived from oblrgatlons whose - interest is:
'exempt from ‘tax under paragraph 1" of -this subsectron_
Losses from sales of such _exempt - securities ‘shall ‘not be . .
" taken into account in the computat1on of gains from disposi- "+

tion of property ‘A list of various’ securrtres follows; togeth- R

1A COP y of the magnetlc tap e p rov1ded to the Internal] " er. -with an’ mdrcatron of whether the mterest and the gams

-Revenue Service (with the same specrfrcatrons) in:lieu of '”‘V;the r efr om are tax abl eo : ex e mpt

forms 1099-S for the full calendar year, edrted to delete -
call lrstmgs of real estate transactrons wrth gross proceeds

"Intere'st .

Secunty e . v
1. Asian Development Bank L T
ii. . Bank for Cooperatives =~ - S E -
- Environmental Financing Authority = T

(1) Senes 1978-B debentures o ) E.

Supp. 122:96
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- ‘(2) Partncrpatron certlflcates (re- .

Vi

il

viii.

, - xi.
Lo il

. xiii.

.. versal of Counsel opmron
" dated 8/29/67 ‘

' Federal Deposit Insurance Corpo. '
- _ration obligations . ,
- Federal Housing Authonty

(FHA.)

-Fdarmers Home Admrnrstranon :

Federal Financing Bank -

'Federal Home Loan Bank
.- Federal Home. Loan Mortgage i

Corp.

b»Federal Intermediate Credrt Banks B
‘Federal Land Banks
Federal National Mortgage Assocr- “

- ation (Fannie Mae): -

(1) Interest on bonds and deben-

: (2) Guaranteed Partrcrpatron Cer- ’

- Xiv.

XV
Vi,

S xix

tures

. tificates .
Federal Savings and Loan Insur-
-ance Corporation obligations

"General Services Administration -

Government National Mortgage.

o Assocratron (Grnme Mae)

Guam
H U D./New Communmes

" H.U.D. Public Housmg Notesvan.d '

~

CICTS R o R

- Bonds (Tax free in State of issu- 5

“ance)

(In state of 1ssuance)

_xxii."

XXiv.-

XXV,
v,

© XX

XXXiii.

XXXiV,

“XXXVi.

* (1) Ifissued in the District of Co-'

lumbia, Puerto Rico, the

Virgin Islands, they are ex-

-empt from all State tax.
(If issued in other states) =

' Inter—Amencan Development /

Bank Bonds

. International Monetary Fund and»

Bank for Reconstruction and
- Development (World Bank) -
Jonathan Development Corpora-

“tion (Obligations guaranteed un- -

~der New Communmes Act of N
1968)

‘Merchant Marine | o
“Panama Canal Zone ‘Bonds specrfr- o
- cally exempt from tax by 31 USC ;

744 and 745

; Productlon Credit Assoc1atrons
_,Puerto Rico Water Resources——4 2.
per cent bonds due 1/_1/89———1n- <

“terest on Bonds
Puerto Rico

- RiF.K. Stadium Bonds

~Small Business Admlmstranon :
~ Student Loan Marketmg Assocra-
Sootion s

‘Tennessee Valley Authonty

1U.S. Postal Service '

U.S. Treasury

‘U.S. Treasury Bills,

USAVE Certificates—Farmers.
Home Administration Insured
Loan Notes . ' .

Virgin Islands -

mwHe

Partially

« '\‘ 35'6

,Umted States, and foreign governments

WS mWEmE mS

e

ST TCICT IR T

o . DEPT OF TREASURY—TAXATION

" XXXV Washmgton Metropohtan Area

_Transit Authorlty Bonds .

’(d)‘Gross income ' shall 1nclude 1nterest and gams ‘fr.om' AW/ _

obligations' issued by or ‘on behalf of other states: of the -

R.1978 d.284, effective August 15, 1978
See: 10 N.J.R. 299(a), 10 N.J.R. 406(f). '
Amended by R.1988 d.407, effective September 6, 1988

- See: 19 N.J.R:"2255(a), 20 N.JR, 2310(c)

Added “State”; and (a)li. . :
Amended by R.1992 d.141, effective March 16, 1992

" See: 23 N.JR. 177(a), 24 N.J.R, 970(a).

Added (b);* redesxgnated existing (b)- (c) as (c)- (d) wrthout change

‘18 35-1.10 Quarterly filing of w1thholdmg returns and -

- . payment of employer’s withheld taxes

(a) All employers who' are requrred to deduct and with- = -
hold any. amount.of gross:income’ tax are required to file a .
- quarterly return with the Division of Taxation and pay the

tax due therewith on'or before October 31, 1996, and

the quarterly return

1. If no tax was wrthheld during a calendar quarter a
retum is still requrred to be filed for such quarter

(b) Effective July 1, 1996, except as- provrded in (c)

, ;below for any calendar month-in which the amount of gross
- income tax that'an employer is required: to. deduct and
~ withhold is $500.00 or more such employer isrequired to.
- remit such taxes to the: Division of Taxation on or before
“the 15th day -of the month following the close of ‘such
- month. Any payment due with respect. to the calendar
“months ending ‘on March 31, June 30, September 30 or

December 31 shall be paid with the quarterly return filed
_for the quarter m which such month falls.

quarterly thereafter on or before the last day of the month
following the quarter covered by the return. - In calculatmg_
the amount: of tax to be remitted to the Division for the "
: quarterly penod the employer shall be entitled to a credlt in’
the amount of tax remitted. durmg the quarter covered by.,,

1. A monthly payment need not be -made- for any R

“month in which the amount of tax deducted and withheld
is less than $500.00. Such amount shall be paid with the
quarterly return filed for the quarter in whrch such month
falls I S

L

-\

2. Example Company A withholds $200. 00 in J anuary, v .

" $350.00 in February and $600.00 in March. Company A

need not make monthly payments and will remit the total
tax withheld no later than Aprrl 30th, when the frrst
‘quarter return is filed. -

3. Example: Company B wrthholds $200 00 in Aprrl
$600.00 in May and $350.00 in June. Company B need

- not make the monthly payment for April, must remit the

$600.00 withheld in May no later than June 15th and ‘will
remit the $200.00 withheld in April and the $350.00
. withheld in June no later than July. 31st, when the second
‘quarter return is filed. : L

J -

' Next Page is 35-6.0.1

\
\
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‘(c) Effective, July 1, 1996,. ‘where theag.gdregate amount of
" gross income tax required to be deducted and withheld by

any employer in the prior tax year is $20,000 or more, the

— ‘employer shall ‘be an accelerated payor and shall remit

payment of withheld taxes using electronic funds transfer
(EFT) - in accordance with" the provisions of N.J.S.A.

54:48-4.1 and N.J.A.C. 18:2-3; on or before the Wednesday

of the week following the week contammg the . payday ‘on
which the taxes were withheld. -

1. For the purposes of this subsectlon a week shall run

from Sunday through-Saturday.

ees on Tuesday of Week 1. Company A must remit the

" tax withheld from its Week 1 payroll by electronic funds

transfer on or before Wednesday of Week 2.

(d) Effective July 1, 1996, an employer who is required to
- make all tax payments using electronic funds transfer (EFT)

Next Page is 35-6.1'7

35.6.01

in. accordance with the. provmons of NJS.A. 54 48—4 1 and :
N.J.A.C. 18:2-3. because of ‘a prior tax year liability. of

1'$20,000. or more for a tax other than the gross income tax,

shall remit gross income taxes deducted and w1thheld on

- either a quarterly or monthly basis. as provxded in (a) and -
“(b). above :

(e) Effective: for the semiannual period begmmng on
January 1, 1979, through the semiannual period ending on
June 30, 1996, where the aggregate amount required- to be.

- “deducted ‘and withheld by any employer is less than $25.00
2. Example: Effective July 1, 1996 Company A which -

had withholdings of $35,000 during 1995, pays its-employ- -

in a calendar month and the aggregate for the semiannual

*-period ending on June 30 or December 31 can reasonably

be .expected to be less than $150.00, the employer return
and payment of withheld taxes for such period may be made

 on or before July 31 for the semiannual period endmg on
" June 30 and on or ‘before January 31 for the semlannual
‘perlod endmg on December 3L S :

' Supp. 12296
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“(® Effectlve for the calendar quarter begrnnmg on Janu- -i'f
ary 1, 1979, through the calendar quarter ending on June 30, -

1996, where the aggregate ‘amount required to be: deducted

and withheld by any employer is $200.00 or 'less in each‘.._:-i
month of the calendar quarter and the aggregate for the_.
quarterly period ending on' March 31, June 30, ‘September

30, or' December 31 can: reasonably be expected to be.less

. than. $600 00, the employer return and payment of withheld . I
“taxes for such period may be made on a quarterly basis on :518 35—1 11 Tnne for filmg mformatlon returns v
or before the 15th day-of the month- followmg the close of
the calendar quarter’ perrod ending on March 31, June. 30 ot
B ,September 30. -Any return due with respect to- ‘the calendar ;-
ary 28, 1979

on or before I anuary 31 followmg the close of sard calendar_r S Cas T
. : - UR1979d 56 effectrve February 8 1979

“quarter ending on December 31 shall be filed and taxes:paid

' quarter

- withheld by any employer exceeds: $200.00 in a. calendar

~month, the employer return and: payment of wrthheld taxes-
~ for such monthly per1od and for prior months in a calendar -
_quarter must be made on or. before: the 15th day of the
© month followmg the ‘close of such month or months during
In the event an employer s

- the calendar quarter period. -
monthly . réturn .and payment of wrthheld taxes is not re-

September 30, may be made on or before. the ‘15th-day of =

the month following the close of such quarter “Any return -
due with respect to the calendar quarter ending on Decem-. -
ber 31 shall be filed and taxes paid on or before January 31 e

| A Columbla, with respect to. 1ncome whrch 1s also sub]ect§ o

followmg the close of sa1d calendar quarter

(h) For the perrod begmnmg ‘on January 1 1979 and Lo
- ending on June 30, 1996, (e), (f) and (g) above shall’ not‘_'_f B
~apply to-an employer engaged in ‘a business operatmg_: R
_seasonally. Consecutive returns for each calendar ‘month. . -
- accounting for all tax. wrthheld ‘must be filed by a. seasonalv '
‘Where the
amount required to be deducted can reasonably be expected
to be $18,000 or more for.a semiannual period, a seasonal; o
" employer shall file semimonthly employer returns with. pay-
ment ‘of the taxes withheld as provided under NJ.A.C. -
‘ ‘If no tax was withheld durmg a partlcular., -
- month, a return is still required to be filed for such month "~ -’
“with the reason “for nonwrthholdmg stated on: the back the"’ o

employer who' is required ‘to. report monthly.’

18:35- 17

Next Page is 387

“R. 1978 d 319 effectrve September 13 1978
“See: 10 N.J.R. 361(b), 10 N.J.R..457(a). "

‘ "»vSee 11NJR 152(a)

(g) Effectlve January 1 1979 through June 30 1996
where the aggregate amount requrred to be deducted and:

3561

:date of the last payment of wages and the: date when the’ )

employer expects to resume paymg taxes

Amended by R.1996.d:348; effective August 5 1996

See: 28 N.JR. 1607(a) 28 N.JR: 381l(b)

: Rewrote the section.

‘The t1me for: fllrng of mformatron returns: to be supphed’f.;{k ’

.. 'to_the: Division of Taxation by all filers of form 1099 with

the Federal Internal Revenue Servrce is extended to Febru- " 'v '

L 18 35-1 12 Computatron of tax credlt

(a) The followmg provrsrons shall govern the computauonfv"v |

of the tax credit by reason of any income or ‘wage tax paid - .
to another state’ or political- subdivision of stch - state under S
' the New Jersey Gross Income Tax Act. s

1., NJSA. 54A 4—1 provrdes for a credlt agamst the.f‘
New- Jersey gross. mcome tax as’ follows Resrdent credit .

o he
quired, an employer return and payment of withheld taxes .. for tax Of another state

for the quarterly period ending on March 31; June 30, or\

A resrdent taxpayer shall be allowed to credrt,"
agamst ‘the’ tax otherwise due under thrs act for the,
‘k"amount of any income tax or’ ‘wage tax 1mposed for the
. taxable _year by another state of ‘the United States or
< pohtrcal subdivision of such state,. or by the District of *

‘to tax under this act. -

UL The credrt provrded under thrs sectron shall not -

---subject to- tax by the other" ]unsdrctron bears to hrs :
‘ entrre New Jersey i mcome : S

2 The credrt agamst the New Jersey tax apphes Wrth K
respect o the ‘income tax or wage tax- pard in' the other

‘state or polrtrcal subdivision thereof on income whrch is

- also subject to tax under the New Jersey Act. Therefore,

‘:,there shall be excluded from the income'in the other state

any - ‘income whrch 1s not sub]ect to tax. under the New
:.'J ersey law ' : : : .

- Supp. ‘_8_-19@6_ N

“exceed ‘the proportton of the tax- otherwise due under o
- this act that . the "amount - of ‘the taxpayer’s income
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3 N. J S.A. 54A 4—1(b) provrdes for a 11m1tat10n on the

. thereof. -The amount of the resrdent taxpayer credlt for ..
tax paid to- another state or political subdivision thereof .
shall not exceed the percentage derived by dividing in-
come subject to ‘tax in. the other jurisdiction by the "~

taxpayer s entire New Jersey income times-the tax other-

f}f: S 1835-1 12’,"

Example 1 Taxpayer 1ncome 1s as follows

. ,NEW YORK

wise due under the New Jersey Gross' Income Tax Act

4. For purposes of determmmg the percentage, as

provrded in paragraph 3 above, for limitation of the tax

' credit:

i Income subJect to tax by the other ]urrsdrctron
means those categories of income which are taxed by .
* another jurisdiction before the allowance ‘for personal - -
- exemptions and standard and/or other itemized deduc- v
tions and which are also sub]ect to tax under the New LEL

J ersey Gross Income Tax Act

Entrre ‘New Jersey income means the categories AR
: of New Jersey gross income subject to tax before -

I

allowances for personal exemptrons and deductlons

Adjustment must be made:

(1) In the numerator for taxpayers who “claim

credit for income in the numerator which has'been o
only partrally taxed by the other ]urrsdrctron and’

(2) In the denominator, for taxpayers who clarm B

- credit for income in the numerator as income subJect

_to- tax in the other ‘state or political subdivision = :
- thereof Wthh has: already been excluded from New '

Jersey mcome

3) For example, a taxpayer who mcludes in the ‘
numerator (see line 69, N.J. 1040+) pensron and/or = -
‘other retirement income which is sub]ect to tax by . -

- the other ]urrsdlctron but which is excluded, from* the

denominator (line 17c of Form N.J. 1040) shall make

an adjustment in the' denominator to add back such

- pension and/or other retirement mcome to reﬂect the |

entire New J ersey income. K

5.  Taxes pard by a resrdent taxpayer under the Clty of - :
Philadelphia Wage Tax and. New Prof1ts Tax are. ellgrble"
for the resrdent tax: credrt

v

i AW=2 Form must be attached to the New J ersey‘
Gross Income Tax Resident Return (Form N.J.. 1040)
to indicate the amount subject to the City of Phrladel-

phra Wage Tax and the amount of tax wrthheld

ii. A copy of the Crty of Philadelphia Net Proﬁts-
Tax Return. must be’ attached to the New Jersey Gross

Income Tax Resident Return (Form -N.J. 1040) to
indicate the amount of the City of Phrladelphra Net
Profits Tax paid. - ' :

mum allowable resident credit for tax pard to- another
Jurrsdrctron shall be determmed L

CWages *)_ IR $15,000‘”j55 .
Capital Gains R U O R
Long Term = =~ = ~ $20,000 - L
Deduction - o 12000 - 8000 -

 Total New York Income .~ . . §23, 000 .
 NEW JERSEY ‘ ) T
- Wages - T T $15,000
Dividends = . . - -3,000
- Capital Gains. - - S CooT 20,000
-"VLess: Exemptions o 20000 -
. NewJerseyTax o ) T8 800

$23000 . . N

Line 68 Entrre New Jersey Income $38 000 o

Line 69 $23 000 + $38,000 =" 60. 53% X $800 = $484 24..
' Maxrmum Allowable Credit :

N

B n Example 2 Taxpayer mcome isas follows -

»

3 NEWYORK S T R S S
" RentalIncome - ' = S $13 000 .-
" 'NY.C.Pension . . . . -7 . 4000.
Total New York Income. .~ - $17 000
_NEWJERSEY IR
~Wages - SRR ', R $ 2,000‘
Rental Income .. o v © 21,000
- Pension (NYC) T $4000 o :
- N.J. Exclusron . IR ) 4000 \ e
L e $23,000 -
Retrrement Income Ex,clu,’sion»,_:, o _- 6,000 - -
1 L e o 5 $17,0000
- Less': Exemptions -~ .. . o ~2000
» ol 815000
CTax. ’ ' : $ 300
 Line 67 New York Income Sub]ect to Tax $17,000
" New Jersey Gross Income' (Line 17c) . $17,000 - -
" Plus Exclusions: T ) Coe s
- Pension Income o 4,000
' Retirement Income . ' Ll 6,000
- Line 68 Entire New Jersey Income " 7$27,000 -

. Line :69 $17,000 +-$27,000 =. 62. 96% X $300 = $188 88 S
Maxrmum Allowable Credrt o .

il Example 3

A resrdent New Jersey taxpayer has two busmesses
(“A”—N.Y., “B”—N.J.) and the net. profrts (or losses) from .
“such- are both reportable at lme 39 of the return. The net

- income of business “A” is $50,000 and is entrrely attribut-

) able to New York. The net loss of busmess “B” is $40,000

- and is entrrely attrrbutable to New Jersey.

The taxpayer has paid a tax on $50 000 to New York but

~only on $10,000 to New Jersey ($40,000 loss netted agamst

‘ f'.,the $50,000 net income at line 39). -
6. The following examples will ﬂlustrate how the maxi-

' The taxpayer may mclude as incomie subject to tax by the

‘ /other ]urlsd1ct10n on lme 67 (Form N.J. 1040) only busmess

4

B 315'.'7,» o »l" : S R L ‘LvSupp.va2i'\20=.9‘6“."'_

L

" 'Line 67 New York mcome subject to tax (not $35 OOO) - »;“’
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o 68 of the return

' Taxpayer Income is as follows =

S ‘NEW YORK
~“" “ Business Income
..~ NEW JERSEY "
" - Dividend Income
. Interest: PR
. Capital" Garn Income A
.,fBusrness-‘, : L

“ 7 Income .
e unsmess_

‘ Loss

850000

o0

R ::Less Exemptrons '

' ;Lme 67 New York Income
Less Amount: Not SubJect to tax in"
‘New Jersey * - :
- Income Subject to Tax in New York
* which is also Subject to: Tax in New -
L Jersey: PR
o "Lme 68 Entire New Jersey Income

$50 000

40 000 ‘

g

”$10 000
- $20,000

_ Line 69 $10,000 + $20,000 = 5 50% of $360 $180 Maxl-j

- mum Allowable Credlt

1v Example 4 Taxpayer mcome 1s as follows

:NEW YORK:: e
. Wages :
. - Less Sick Pay quahfymg in New York only
" Total New York Income A
“. . NEW JERSEY . s
. Wages S
.. Dividends " -
[ _Capltal Gams

& ',Less Exemptlons ; e

"Tax,

< ""Line 67 N’ewv'York: ncome Sub]ect to Tax (not $15 000) e

o $10,000
" - Line 68 Entire New J ersey Income $20 000

' Line 69 $10,000-+ $20,000 = 5@% of $360 $180, ax1

v,um Allowable Credlt

pard to another Jurrsdrctron = S

: WORKSHEET FOR CREDIT To "
~ OTHER JURISDICTIONS:

(Use this worksheet to determine ° entrre New Jersey_,-,- e
. the - return if a credit to. other‘ S

'mcome “at. lme 68 o

mcome sub]ect to tax in_ New Jersey and therefore, must’ ‘ _
deduct from: the $50 000 New York: busmess income the =
_$4O 000 not sub]ect to tax as busmess mcome m New Jersey R

Inno event may a taxpayer clarm a credlt for income'or - |
‘- wage | taxes paid to other ]urrsdlctron(s) unless the i income so
clarmed is also mcluded in entrre New Jersey 1ncome at lme

:_,$50 ooo L

2,000
3000,

. 10000
- .$20,000

818000
'S 360

e EXAMPLE

7‘ ,ﬁNew Jersey

) ;’$50 000 net income at hne 39)

} $~20,000
. ©2,0000
$18000. -
$360;~v':; ’

g 7. “The followrng is- the worksheet for credrt for taxes'.

Retrrement Income/Specral Exclusron ’

(Lme 17b) (see mstructlon?below) e

d Entrre New Jersey Income (mcome sub]ect to tax by ,.‘:;
another Jurrsdrctron ‘which .is also subject to- tax. under the
N.J. Gross TIncome Tax Act)' (Add hnes a, b and c) (to be L
"?'entered here and at hne 68 ' '

S INSTRUCTIONS

The amount of pensmn exclus1on’clarmed.at.flme 40b and -
the amount of retirement income: exclusion: clarrned at. hne
”’17b are mcludlble An’ determmmg “éntire- New Jersey in~
" come” and are, therefore to ‘e mcluded 1n the amount'

.-‘reported by you at hne 67." A : ’

, A resrdent‘New Jersey taxpayer has two busmesses and_ ,
. the net profrts-:(or losses) from such- are both reportable at- .
“line 34 ‘of the return. "The net- mcome > of business. “A” s
. $50, 000 and 1s‘{ent1re1y attributable to New York.. The net
“.logs of busrness “B”.is $40 ;000 _and:"’ entrrely attnbutable to e

. The taxpayer :has pa1d a tax on -$50 OOO to New 'York but :
~~only on $10, 000 to- New Jersey ($40 000 net loss,netted from e

The taxpayer may mclude as 1ncome subject to tax- by the -

0. other jurisdiction on line 67 (Form"N.J. 1040) only business -

- ~.income subject to tax in New Jersey and: therefore must
~deduct from- the . $50, 000 New York busmess income the -
.$40 000 not sub]ect to tax as busmess mcome 1n New Je ersey ;

In no event may a taxpayer clarm a credrt for mcome orr‘
“wage taxes paid to other. ]urlsdlctron(s) unless the income'so
claimed is also mcluded in entrre New Jersey 1ncome at lrne:"' '
‘"68 of the return Lol S N

: Taxpayer should retam th1s worksheet for substan"atlon,‘
of the credrt clarmed :

Do not mclude on'this line
' 'ﬁany income’ whrch has been excluded or: deducted from .

8 Instructlon for lme 67A

- . the taxable gross income of other ]UI’ISdlCtlon(S) or which * .
~ ’has not been taxed by other’ ]urlsdrctlon(s) Example It
a portion of long-term capital gains ‘are excluded . from
“such taxable 1ncome such excluded portrons may not be
' mcluded in lme 67 .
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9. A New Jersey resident taxpayer in.determining the
resident credit allowed against the tax due under this Act
for the amount of any income tax or wage tax imposed for
the taxable yeéar by another state or political subdivision
of such state or by the District of Columbia, shall not
combine in the numerator (line 64, N.J. 1040) the same
income subject to tax by the jurisdiction and/or political
subdivision. - The amount of income or wage tax during
the tax year shown on line 70, N.J. 1040 for the taxpayer
paying both a tax to another state and political subdivision

of such state would be the total amount of state income °

tax and income tax or wage tax paid to the other state and
political subdivision of such state where the same amount
of income is subject to tax in both the other state and
political subdivision of such state.. Where the income
sub]ect to tax in both the other state and political subdivi-
sion of such state are not equal, ‘a separate calculatlon
shall be made of the -excess income to arrive at the
limitation of the credit for the income tax .or wage tax
paid to the other. state and pohtlcal subd1v151on of such
state. ~

~ For example:

STEP NO. 1 :
Lme 67 , Income subject to tax in both the other state
“and its political subdivisions
Line 68 New Jersey Gross Income A
(Line 17c, NJ 1040)
Line 69 Line 67
—— X New Jersey Tax (Lme 25, N.J. 1040)
Lme 68
= Maximum allowable credit
Line 70 Tax paid on amount in Line 67 to each
jurisdiction ’
State Political Subdivisions
Line 71 Lesser of Line 69 or 70

STEP NO. 2

Line 67 Amount subject to tax in one ]urlsdlctlon
and not in the other(s) ,

Line 68 New Jersey Total Gross Income )
(Line 17c, NJ 1040)

Line 69 Line 67

© X New Jersey Tax (Line 25, NJ 1040)

Line 68
= Maximum allowable credit

Line 70 Tax paid to the jurisdiction on amount ap-
pearing on Line 67

Line 71 Lesser of Line 69 or 70

STEP NO. 3
Step No. 1 Line 71 plus Step No. 2 Line 71
The following examples |llustrate the above outlmed proce-
dures: v :
Example 1

Taxpayer A
1) Total Gross Income (Line 17c, NJ

1040) - $100,000 ¢

Income subject to tax in other juris-
dictions:
(2) New York State: $40 000
(3) New York City: $50,000
(4) Identical income subject to tax in
’ both jurisdictions; $40,000
(5) New York State Tax: $2,700

- 35.9

(6) New York City Tax: $225
(7) New Jersey Tax (Lme 25, NJ 1040)
.$2,690

Calculation of Credit

STEP NO. 1
Line 67 (4) -above
Line 68 (1) above
Line 69 . $40,000
— X $2,690
100,000

Line 70 New York State (based on

$40,000 as indicated on line (4)
above)

_ New -York City 4/5 x $225
(based on $40,000 as indicated
on line (4) above)

Line 71

STEP NO. 2-
Line 67 (3)-(2)
Line 68
Line 69 $10,000
: —$2,69

' 100,000
Line 70 /15 x $225
Line 71

)

STEP NO. 3

Line 71 Step No. 1

Step No. 2

Line 26 Total New Jersey Tax Credit
. Allowed

Exaniple 2

Taxpayer B -
(1) Total Gross Income (Line 17¢, NJ
1040)

Income subject to tax in other juris-

dictions:

(2) New York State: $50 000

(3) New York City: $40,000

(4) Identical income subject to tax in
both jurisdictions: $40,000
Tax paid to other jurisdictions:

.(5) New York State Tax: $4,200

(6) New York City Tax: $180
(7) New Jersey Tax (Lme 25, NJ 1040)
$2,690

Calculation of Credit

STEP NO. 1

Line 67 (4) above

Line 68 (1) above

Line 69 $40 000
e X $2,690
100 000

Line70 New York State (based on

$40,000 as indicated on line (4)
above)
New York City '(based on

$40,000 as indicated on line (4)

‘above) .
Line 71

STEP NO. 2
Line 67 (2)-(3)

" Line 68

Line 69 $10,000

N

-$ 40,000
100,000,

1,076

$2,700

180 2,880
$1,076

$ 10,000
100,000

269
A5
$ 45

$1,076
— %

$1,121

$100,000

$ 40,000
100,000

1,076

$2,700

180 2,880
' $1,076

$ 10,000
100,000

Supp. 3-17-97
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oer ]unsdrctron and/or political subdivision:is consrdered
- prima facie evidence of such amount of tax paid where
~ -the taxmg ]unsdrctron and/or political subdivision im-
posing an income tax or wage tax does not require the

frlmg of a return by the taxpayer claumng a credit..

{ ~

V. Example 3: Taxpayer Income is as follows

Husband and Wife: F11e Jomtly—Z Exemptrons

‘

$400 '

250

_ -DEPT.. OF TREASURY—TAXATION
S X 52,600 RN 7 - S T saom
S 100,000 : I : New Jersey Tax:. B E 8600
_Lme 70 (5) Above Less: Step . $4,200 SR Tax Credit -~ . : - ST
L © No.1,Line 70 : b 2,700 + 1,500 " Line 67 Income Subject to Tax by Other Jurlsdtctron 820,000
. Lrne 71 ] L Lol T 8 269 -Line 68 Incomé- Subject: to’ ‘Tax by New Jersey -+~ $30,000
o EEEE T o . e T e - Lin€é 69 Maximum’Allowable Credit = LT
STEP NO 3 L . - °$20,000 + .$30,000 x $600 (N.J.Tax) = o $400
Lme n Step No. 1 $1 076 . Line 70 TIncome or Wage Tax:Paid to. Other Jurrsdrc- R
7 StepNo.2 269 tioms S o BLI08
) Lme 26 - Total New Jersey Tax Credlt ’i' il ,Lme 71 New Jersey Tax Credit Allowed . . v
N ST ‘Allowed ‘ f » —_ili:’is- o -iv. Example 2: Taxpayer Income is as follows Hus-
o Example3 K ROTIE T | SRR band and Wife File Jomtly——2 Exemptrons R
I . *.  OTHER STATE PR
- TaxpayerC : ' I - A
L Income the same in both state and city e . ‘Wages . T w R
- Line'67 : % v ‘ : . $ 40,000 Assume.. . . LT
. Line68 " . 100,000 State Tax R IO T T .
- Line 69 $40000 . LT Local Wage Tax T RS - B
. x $2 690 o 1,076 / ) Total Tax oo . 52 e o8 325
Lo '4100000 _ . : L . Wages R N R $20,000.. - - -
Li 'ev,7Q» New. York State - .$2,700 - - . . Interest e <2000
Ci L New York City 180 - 2,880 Dividends : EREDE o -2,000
" Line 71 (Line 26, NJ 1040) L .. == OtherIncome; . ~_7,000.
T TaxCredlt P $, 1,076 S CEDE e . -$30,000 -
S S L o . . Exemptions R o S 2,000
- o v © $28,000
When clalmmg a credrt for the taxes pard to Ly : R -
; New Jersey Tax . ~ $ 600
o another jurisdiction. and/or- political: subdivision, the “Tax Credit : ST :
- taxpayer “shall file with the New Jersey tax return, a " Line 67 Income Sub]ect to Tax by Other Junsdlctlon " $20,0000 -
~signed copy of the tax return filed: with the other ‘ ime gg Iﬁcome Subject to Tax by New Jersey - $30,000
- jurisdiction . and/or - political -subdivision showing the 'g;o 000 a_x’ga“aé%“g“&%g g&ejdflfax) o $400;':
~ amount of the tax paid. . A W-2 form or its equrvalent E Line 70-Income or Wage Tax Paid to Other Jurisdic- o
‘which indicates the wrthholdmg of income tax in anoth- .~ tions - : $325..
= Line- 71 New Jersey Tax Credrt Allowed $325 :

$20000-
2,000

S0

824000

A ; ; OTHER JURISDICTION P 8
R u Where a taxpayer clarms credrt for taxes pa1d to Wages .~ - $20,000 -
more ‘than one state on income eamed in that state,’a -Local Wage Tax o : $ 800"
. separate computation for the maximum allowable credit -+ \I‘;IVEW JERSEY ‘
i o  Wages
» shall be made for each such state " Interest - ‘
- Divi 2,000
: m Example 1: Taxpayer Income 1s as follows _ Mde-"d;s' —L—-sz " 030
: o Exemptions 22,000~
Husband and ere Frle Jomtly—2 Exemptrons T " 322000
. ax - X
C Tax Credit : R S :
R &E;ZSYORK_ SR ,$20 000 ' Line 67 Income Subject to. Tax by Other Junsdrctron .$20,000-
e Standard Deductron S : 2’4(’)0 Line 68 Income Subject to-Tax by New Jersey
N m - Line 69 Maxirium Allowable Credit i e Sl
) Ex ti ) RTINS $20000—,-$24000x$450(NJTax)— : - 8375
= 12 en;g é‘;n $7’0'0 o gan Line 70 Wage Tax Paid to Other Jurisdiction . $800°
. X ° ( ) == " - Line 71 New Jersey Credrt Allowed o $375
E lI:IIew zort gtateTTax S R l,ng Example 4 Taxpayer Income is as fo]lows
- New Yor ltyax L SR —_— :
- Total Tax ST ' 7$ 1,108 :
" NEW JERSEY : Husband and Wife File Jorntly——Z Exemptrons
}Vfgest 1;52‘1”388 - OTHER JURISDICTIONS E
: l;r:rldeesn s Jo00. . - State A—Wages . . $10,000 B
© Other Income 7,000 State B—Wages . E ,_$15 000 -
o . .. $30,000 State A=Tax-~ . = 0 T ol oo 0150
Exemptions -~ - 2,000 State B—Tax 8600
35.10
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NEW JERSEY '
Wages $25,000
Interest 1,000
Dividends .__2,000
$28,000
Exemptions 2,000
326,000
New Jersey Tax $ 550
Tax Credit
State A
Line 67—Income Subject to Tax by Other Jurisdiction $10,000
Line 68—Income Subject to Tax by New Jersey $28,000
Line 69—Maximum Allowable Credit
$10,000 - $28,000 x $550 (N.J.Tax) = $196.42
Line 70—Income or Wage Tax Paid to Other Jurisdic-
tion $150.00
Line 71—New Jersey Tax Credit Allowed - $150.00
State B
Line 67—Income Subject to Tax by Other Jurisdiction $15,000
Line 68—Income Subject to-Tax by New Jersey $28,000
Line 69—Maximum Allowable Credit . o S
$15,000 + $28,000 x $500 (N.J.Tax) = $294.65

Line 70—Income or Wage Tax Paid to Other Jurisdic- ‘
"~ tion . v $600.00

Line 71—New Jersey Tax Credit Allowed $294.65
Total New Jersey Tax Credit Allowed :
© State A—$150.00

State B—$294.65

$444.65

R.1979 d.433, effective October 26, 1979.
See: 11 NJ.R. 525(b), 11 N.J.R. 650(b).
As amended, R:1983 d.618, effective January 17, 1984
See: 15 N.J.R. 1566(a), 16 N.J.R. 149(a).
Section substantially amended.

: Case Notev's ,
Rule upheld against equal protection challenge; credit for New York
state personal income  tax found to have exhausted New Jersey tax on

taxpayer’s New York income, notwithstanding that  the taxpayer was

also subject to New York City earnings tax. Jenkins v. Taxation Div.
Director, 4 N.J.Tax 127, 184 N.J.Super 402, 446 A.2d" 217 (Tax
Ct.1982).

Rule interpreting ¢ ‘resident credlt as requiring exclusion for income
which is excluded or deducted from taxable gross income by another
jurisdiction held valid; application of 1979 rule to 1976 tax return held
proper. Sorensen v. Director, Div. of Taxation,” 2 N.J.Tax 470, 184
N.J.Super 393, 446 A.2d 213 (Tax Ct.1981). .

Net gain from partnership activities taxed by. foreign ]llI‘lSdlCthl’lS but
completely offset by allowable partnership loss deductions in state; :not

included in numerator of tax credit fraction. Kanarek v. Dlrector, Div.

of Taxation, 14 N.J.Tax 589 (1995).

In calculating credit fraction numerator, gross income subject to tax
in other jurisdiction would be reduced by taxpayers’ capital loss, which
was deductible in New Jersey but not.in other state but hot by
additional lesser amount of taxpayers® rental Tloss, which was deductible

_in other state but not in New Jersey . “Allen v. Director Div. of
- Taxation, 14 N.J.Tax 385 (1994). '

Instructions on computing resident credit for income tax-purposes
Were not erroneocus. Widder V. Director Div.- of Taxation, 14 N.J.Tax
349 (1994).

Income not actually taxed by another state but which was used by
that state in calculating applicable tax rate for income from that state,
would not be included in numerator of resident credit fraction .. Chin
v. Director, Div. of Taxation, 14 N.J.Tax 304 (1994).

Credit for foreign income tax; loss. disallowed by New. Jersey tax
statute. Berlin v. New Jersey Div. of Taxation, 13 N.J. Tax 405 (1993).

Resident credit was propetly. calculated separately for each New
York City and state tax. Willett v. Dn'ector Div. of Taxatlon 10
N.J.Tax 402 (1989).

Only income subject to tax by another state also taxed by New: Jersey
could be used to determine maximum gross income tax credit. Stiberv.
Director, Div. of Taxatlon, 9 N.J.Tax 623 (1988)
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Foreign city income tax that did‘,nnt exceed minimum credit available
could be credited against New Jersey income tax. Stiber v. Director,
Div. of Taxation, 9 N.J.Tax 623 (1988). -

Since alimony paid by taxpayers residing in New Jersey but working
in New York was a deduction in New York, Director held to have
properly excluded alimony payments from the numerator of the fraction
used to calculate the credit for tax paid to New York. Nielson v.
Taxation Div. Director, 4 N.J.Tax 438 (Tax Ct.1982).

18:35-1.13 One-time electien to exciude up to $163,000 of

gain on sale of principal residence; rollovers

(a) The rules concerning one-time election to exclude up

to $125,000 of gain on sale of principal residences and
rollovers are as follows.

1. General tule: . Capital gains one-time - exclusion;
where taxpayers 55 years or older sell a principal resi-
dence on or after January 1, 1979 which they have owned
and used as principal residence for at least three years
during the five year period ending on the date of the sale,
they may make a one-time election to exclude up to
$125,000 of gain realized on the sale.

2. Prior-election: The fact that a taxpayér age 65 or
older made the prior election to exclude gain on a pre-
January 1, 1979 sale of residence will not prevent him or
her from electing the new $125,000 exclusion.

3. Joint return: In the case of jointly owned property
where a joint return is filed, if one spouse meets the age,
‘holding, and use requirements for the exclusion, both
spouses are treated as meeting such requirements..

4. Deceased spouse: Taxpayer over 55 years of age
whose spouse is deceased will be treated as satisfying the
holding and use requlrements if the taxpayer was at least
55 years of age pnor to the date of the sale and has not
remarried, and the deceased spouse must have satisfied
-the holding and use requirements and must not have
made. a prior election to take the exclusion on another
residence.

5. Coupling one-time exemption with residence roll-

- over exclusion: This one-time election may be coupied

with the residence rollover exclusion described below, for

deferring all or part of the gain not excluded under the
$125,000 exclusion rule.

6. Residence rollover exclusion: Gains derived from
the sale or exchange of principal residence where a new
residence is purchased within two years after the sale of
the prior residence are not includible in gross income if
the purchase price of the new pnnc:lpal residence is equal
to or greater than the adjusted sales pnce of the prmc1pal
residence sold.

7. Multiple rollover provision'—Applicable only to Tes-
idence rollover-exclusion: If a taxpayer had excluded gain
from the sale of a residence within 24 months prior to the
sale of a subsequent principal residence, the tax free
rollover of the second sale will be permitted only where
the sale of the residence is in connection with relocation
and employment at a new principal place of work, and the
taxpayer satisfies both the geographic and length of em-
ployment requirements for the deductlbxhty of moving
expense for Federal purposes.

‘Supp. 3-17-97
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‘i.'. Example On Jannary 1 1979 a taxpayer sold hrs

(b) Partners, not partnershrps shall be subject to tax and'.,}t' o

DEPT OF TREASURY—TAXATION ¥

"Z;personal resrdence in Englewood at a gain and pur-’ resrdent and non-resident partners treated as follows:

.. chased a more expensrve Tesiderice in' the same crty on

?"February 15, 1979. The gain; ¢ derived from the sale of -
- the first residence qualrfred for deferral under the law -
~and the taxpayer was not requrred to report the gain for
- tax purposes Tn August, 1979; the taxpayer’s employer
o permanently transferred him to a new prmmpal place of .
. work in Cherry Hill which transfer quahfred the taxpay-
- er to deduct his moving -expenses for Federal income -
.- tax purposes. On September 1, 1979, the taxpayer sold
- his’ Englewood residence ‘at a gam and -purchased a

', . more‘;expensive residence.. at the new- jOb location in = -

_ Cherry Hill. - Ordinarily, a taxpayer cannot defer the )
" gain derived from two personal residences if he has-
-already elected to defer again- durmg a two-year peri- -

- -again to-defer the gain derived from the sale of the
- second home which he purchased in Englewood by
- reason of the fact that his purchase of ‘a new personal -
residence in Cherry Hill was necessitated in connection
- with relocation in employment at-a new principal place - -
. of work and because geographrc and Federal movmg--
S expense Tequirements were: met.

" ii. “Where the- multrple rollover provrsron apphes,
the basis of each new resrdence ‘must be reduced by the
- amount of gain deferred on the precedmg sale R

© R.1979 d. 475 effectlve December 5, 1979 ,'

- See: 11'N.J.R. 594(a), 12 N.JR. 56(c). .

Amended by R.1987.d.476, effective November 16 1987

o See: 19 N.JR. 1182(a), 19 NLR. 2201(c).

18—month changed to two-year

."--18'35-1 i4 Partnershlps and partners

~(a) The followmg ‘words and terms, when used m thrs
sectron shall have the followmg meanings: :

_ : “Partnershrp” means and shall include a syndlcate, _
group, pool, joint venture -and. any other umncorporated T
. organization through or by means of which any business,
financial operation or venture is carried’ on and whrch is
“* not a corporation, trust or estate within the meaning of
“"the. New .Jersey Gross Income Tax Act. “Partnershrp
shall not include: L . .

CA pubhcly traded partnershrp,

i Alrmrted partnership’ ‘association; o

. ‘An umncorporated orgamzatron whose members R
' _properly elect to exclude 'such organization from the - . -
- application of Subchapter- K of Subtrtle A of the Inter-

‘nal Revenue Code; or

A Any other entrty whrch is not taxed asa partner-“_’ o
ship for Federal income tax purposes. .

2. “Partner” means and. shall include any person or
entity subject to the Gross Income Tax who shall be ‘a
member of a partnershrp, whether as a general partner or -
alrmrtedpartner R S

o 1.- A partnershlp as such is not- sub]ect to the Gross_m‘
~ Income Tax. However, each partner of a-partnership shall

be subject to Gross Income Tax-on his or her drstnbutrve

- shares of the categories of New Jersey.gross income,
“whether or not distributed, realized by the partnershrp for ¢

its taxable year ending within or with such partner’s - -

'3 taxable year. Each partner shall account for and report
his ‘or her distributive shares -of the partnershrp s catego-

ties of New Jersey gross income m the manner provrded '

in (c) below

20 A partner who i isa resrdent taxpayer of NeV\gJersey

 shall report and be subject to Gross Incomié Tax- ‘upon -
- "'such partner’s full distributive shares of the categorres of -
- New Jersey gross income of each partnership in which -
‘od: -However, in this situation, the taxpayer qualified

such partner is a member, regardless of the sources from " . .

: ’ whrch such i mcome was derived by each such partnershrp

3 A partner who is a nonresident taxpayer of New

tive shares of the categones of New Jersey gross income

“of each partnershrp in which such partner is a. member,

- Jersey shall report and be subject to.tax upon the distribu- .~

but-only to-the extent such income was .derived by the -

- partnershrps from sources within New J ersey. .

‘Where a. partnershrp s business is carrred on'sole-

'ly wrthm New Jersey, all iterhs “of -the " income, ‘gain,

expenises or losses of the partnership are deemed to '

have been derived. from sources within New Jersey

s i Where a partnershrp s business is carried on both l’
‘wrthm and outside of New Jersey, the portion of the
_partnershrp s income; gains, expenses or losses attribut- -

N

E Q\N/, :

" “able to sources within New. Jersey shall, ‘except- as ‘

e ‘:prov1ded in- (b)3iii below, be determined-by use of the

New. Jersey - Business . 'Allocation = Schedule - (Form:

NJ—1040—NR—A) as prepared by the partnershrp

~Where a partnershrps busmess is carrred on’

' .both within and outside of New.J ersey, and the partner-
~ ship believes that the determination of the portion of

.the partnershlp s income, gains, expenses or losses at-

 tributable ‘to sources within New Jersey by use of the

" New Jersey Business Allocation ‘Schedule does not.

~_provide an equitable allocation of such items to sources

within and outside:of New Jersey, and the books: and

~records of the partnershlp will disclose to the Director’s -

- satisfaction a more appropriate- method of allocation of
such items, the partnership may request from the Di-

rector an exception from the use of the New Jersey

““request and the substitute method of allocation request-
- ed to be used in lieu of use of the New Jersey Business

~ Allocation Schedule.” The substitute method of alloca-
- tion may not be utilized prior to the submission of the
 partnership’s ‘exception request . and -the -approval ‘of -
- such request by the Director. - The partnership’s excep-:
i - tion request, once approved, shall be made every three
" years, unless the D1rect0r or.the partnershlp requests a .

,change sooner, . - e : o

R Supp3-17-97 PR ";{ g o — :35-172"..1, ‘

- «:_'Busmess Allocation Schedule Any such: request shall - B
be made in’ wntmg and shall set forth the basis of the.
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(c) The determmatlon of a partner s drstnbutrve shares of .
the partnershrp s 1tems of gross income shall be as follows: -

1. Each partnershrp which has one or -more New " -

e

Jersey resident partners, or which derives any item of
- gross-income from sources within New Jersey, shall com-.

pute its. New Jersey gross income in the same manner as
Such gross income shall be -
allocated according to-its character among the categorres _

would: an individual taxpayer.

~of gross income specified in ‘N.J.S:A. 54A:5-1. Each
partner s respective distributive shares of the partnershrp s

' ,*;to such category shall be reported on a net consolrdated

~basis with the partner’s’ items of income, gain, loss or
“expenses derived from sources other than a partnership -
which also-are attrrbutable to the same category of gross :

--income.. : : :

6 A partner may not report a drstnbutrve share of
. ‘,partnershrp income -or loss on ‘a consolidated basis with

- the ‘partner’s net:income or. loss ‘from busrness derrved,

. various categories of gross income shall be determined by - '

the partnershlp agreement -of the partnershrp i the same

manner the partner’s distributive share of partnership -
income 1s determrned for Federal income tax purposes. . -

' . 2. ‘Each partner shall report as such partner’s “distrib- e

‘utrve share of partnership income” described in N. J S A.
- 54A 5-1k the net aggregate amount of:

i The partner’s drstrlbut1ve shares of the net profrts»_r

(or loss) from each partnership of which such partner is

- a member derived from the conduct by such partner-
sh1p of a business, professron or other mcome-produc-’

ing activity, provrded such business, profession orin-

‘come-producing - activity constrtutes the conduct of a“

trade. or business, plus

ii. The amount of the partners guaranteed pay-

1 ments, as determined for Federal income tax puIpOSes,
. from each partnershrp of Wthh such partner isa mem-
ber. . ‘

3. A partnershrp shall determme its net profrts (orv' '

 loss) from the conduct ‘of a business, profession or other
mcome-producmg actrvrty for purposes of this -subsection

in the same manner an individual taxpayer determines his )
or her “net profits -from business” pursuant to N.JA.C.

from sources other than'a partnershrp

A
partnershrp income . or- loss,..no-deduction is allowed for -
'expenses whrch are not mcurred by the partnership:

3

8 The provisions of ‘this sectron are 1llustrated by the -
g followmg examples i : .

Example 1 A partnershlp shows the followmg income: on
1ts Federal Partnershrp Return of Income (Form 1065)'

' 'Partnershrp ordrnary income (derrved from L : :
' $25,000_,

the conduct of a'trade or business): :
Included ‘in- the partnershrps ordmary
. -income is interest income of ‘$500 de-- = °
" rived from U:S. Treasury- bills and .x- -
cluded from the partnershlp s ordinary
: 'income is interest income of $300 de- )
= rived. from Stateof New; York bonds. T
g Drvrdend income, (non-busmess SOUrce):: . ! +1,200
-Long term . capital gain on sale of partner- : - .
shrp capital assets: : v 1,000

- Total

Partner A has a 50 percent interest in the: ‘partnership and

-is_entitled to a 50 percent share of partnership profits or

losses How does. partner Al report his share of the partner-

’ship income or garn on his New Jersey Form NJ—1040‘7

18:35-1.25, provided, however, in the case of tiered part-.:

" nerships, a' partnership shall take into account its distribu- .

" tive share of partnersh1p income from any partnershrp of
which it is a member. .

4. Each partner shall report such partner s drstrrbutlve o

shares of each category of New Jersey gross income of the =
partnership, other than the partnership’s net profits (or = -
loss) from the conduct of a business; professron or other’
income-producing activity described in (c)2"and 3. above,v o
“as an item of income attrrbutable to ‘such category of i
gross income in the same manner as if the partner had -
derived such item of - gross income directly from sources -

other than a partnershrp Each such item of gross. in-

come attributable to any category of gross income shall be

“reported on a consolidated basis with the- partner’s other - -

items of gross income which are attributable -to- such

category and whrch are denved from sources, other than a .

partnership.

5. In the case of any category of gross income whrch
pursuant to the Gross Income Tax Act is to be déter-
mined on a net income basis, a partner’s distributive share

of partnership mcome, gam, loss or expense attnbutable )

3513

" Partner A reports this mcome for New Jersey Gross

v Income Tax purposes as follows

,,'Drstrrbutrve share .of federal partnershrp or- - A
~$12,500 ;s

dinary income
Adjustments for New Jersey Gross Income LT |
~Tax purposes: w :
L Add ‘Interest on New York State - TR
B : “bond§ ‘ - 150 :
Deduct Interest on U.S. Treasury bills- -

(2.50)
Partner A’s drstrrbutrve share of partnersmp SRR k
' $12 400

© income:
T Dividends:
“Net gains. from disposition of property .~ 500
‘Total New Jersey Gross Income - $13,500
Exinple_z A taxpayer has the followmg income:
L Drstrlbutrve share of partnershrp income, in-. i
. - “cluding $5,000 ‘of - guaranteed payments: $12,000
"+ Distributive share of partnershrp capital gam _
“"*(non-business): : 2,000
,Salary and wages from employment 15,000
. Caprtal loss* on. sale of mdlvrdually owned . . .
A , " (4,000)

stock

 Supp. 3-17-97.

‘In: determuung a, partners drstrrbutrve share of .+

$27200 -

600"



Busmess ordmary icome
* Interest on working ‘capita
*Interest.on securrty deposns o

ANet drstrrbutlve f
: reportable on
Interest -
BRI S : B Adjustments :
Salary and wages from employment IS LK I - Less interest’ mco
L Dlstnbutrve share of: partnershrp mcome Co 12,000 g sury bll]S l

.. owned stock against: his distributive share of thepartriership’s capital gain, -
< but may | ot applythe, resulting net-10ss - from"the disposition of property ..
agamst income attnbutable to. other categones of New Jersey gross mcome

Salary and wages from employment

Distributive share of partnership- loss o

‘Distributive share partnershlp capltal loss 8 .
r(non-busmess) o

,:33 Salary and wages from employment
~Gain:on sale of stock: -
P h'p. caprtal loss

Other classes of partnershrp ‘incom
Interest ‘(Includes-$500 from-U.S. T
. sury bills .and .does not include $300
from New. York' State: bonds) (rea

whtch s, derived from: busmess actlvmes) :
Interest income realized .on money market
accounts holdmg requlred worklng capltal )

: y_-lessors pertammg ‘to. medlcal,,_
equrpment leased by the partnershrp and )

. the partnershlp)
: Drvrdends o
“Royalties: " e
“Net: long term caprtal gam

.. Gainonthe sale of property descn ¢
mIRC § 12 1-

The taxpayer wﬂl report thrs»
as follows

s 1231 Gain'_
Net moome fron
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ple 6 Taxpayer isa partner in two partnershlps
'Partnershrp A is a medical partnership and- Partnership B i is
a securities partnershrp Each partnershrp s .activities con-
stitute an active trade or business. ‘The Federal ‘Schedules.
K-1 (Form 1065) issued to the taxpayer by the partnershrps ‘
‘ contamed the followmg mformatron :

Partnershrp Partnershlp .
A . ‘B. -

‘Partnership net ordinary incorne' . 7$100,000t ($24o,000) T

Other income: N . Do
- Interest: . . - s 50001 .'1,000.F .-,
DlVldefIdS sk T — , 25 000 T
Caprtal gain: - - o S 12,000 1 20, 000 t

Net gain or loss under IRC

§ 1231 (5,000)ﬂ B

+ The taxpayer- also 1ncurred with' re- S
spect ‘to his partnerships the fol-: S
“lowing unrelmbursed busmess L T
Jpemses: T L 15,0000 8,000 -
TBusmess income. BN L, N

Tt Non-busmess income.

A

follows
PartnershrpA - R S A
* Partnership Ordinary Income '$100,000 T
‘Partnership B- . ' R :
. Partnershlp net ordrnary meome ($240 000) -
- Interest : ) : 1,000 .o
Dividends. =~ . . Co 125,000 .
Capital gain - - o 20,000

; : -(94,000)"
T : Drstrrbutrve share of partnershrp -

- income: . - I - 0*,'/ ' activities constitute an active trade or busmess The Feder- .
IﬂfzreSt ~income (Parmel‘ShlP o 5'00 . “al forms Schedule K~1 (Form.1065) issued to the taxpayer
Gaqu from dlsposmo n of pm . R e @by the partnershrps contamed the followmg mformatron(
Capltal gain* (Partnershrp E ST S PRI B Partnerslup Partnershlp

A CoL S 12,000 : e A B .

§ 1231. loss (Partnershrp B)' S (5 00()) ; 'Partnershrp Ordrnary Income . ($10,,000,)1r ($15 000)1‘ .
Net gain from drsposrtron of R e Guaranteed payments T 2,000 :
property: . - et 7000' RN _Interest . A '3_,000.1‘. G 300() it

+ Note: Taxpayer would report “0” on the Irne of his’ NJ—1040 callmg for o

. the taxpayer’s distributive share of partnership income. However, if ‘the * -
taxpayer had been a partner of a third partnership; up.to- $94,000"of the . .
- taxpayer’s distributive share of income realized by . the third partnership -~
from the ‘conduct of a trade or busmess could be offset by the net $94 000
. loss from Partnershrps A and B .

ple 7 The Federal form Schedule K—l (Form 1065) -
1ssued to a New, Jersey resident partner. of a partnership
~actively engaged in the practice of law. m New York con-
tained the following : mformatron » :

Partnership net ordinary i mcome P R $10,000_'

"Guaranteed payments: g S 5,000 v::

Interest- (Includes. $2,000 from US Treasury brlls and -
"does not include’ $2,000 from New York State bonds)

The Taxpayer wdl report thrs mcome on hrs NJ—1040 as’ . o

The taxpayer also incurred unrermbursed busmess expenses wrth
respect to hlS partnershrp i the amount of $3; 000. - - Sl

The taxpayer will report thrs mformatron on hrs NJ—1040

deductible for Gross Income Tax purposes. -
1 Note:- The cost to carry the New York State bonds cannot ‘be deducted

- because the expense was not ‘incurred-in" the ordmary course. of a'trade or -

- .busmess conducted by the: partnershrp

: 18:35—1;14'

: ¥ Note Keogh Plan contrﬂ)utrons for partners, chal'rtable contrrbutrons not ' L
deducted under LR.C: § 162 and unrermbursed busmess expenses arenot ...

Interest from US Treasury
Bills ‘included - in the mterest oo
“above - i 7,000

AInterest from Pennsylvama S

" State bonds not included in - . '
interest above’ - ' - o ..5,000%

Chantable contribution mcurred asa

as follows
.Partnershrpjnet‘- ordinary income - 1$,10,000"'7 Vit
Guaranteed payments oo 50000
S LU $15,000 .
Ad]ustments R S o
Taxes Based on Income oo 2000 o s C
8 179 Deductron o 51,0002._ Tl
‘ RS . . _-1,000
Dlstrrbutrve share of partnershrp EEEL
.. income: . . e e 16,000 T
Interestmcome oL e
Ad]ustments e st T 5000 '
 Interest: income - from - US A
Treasuty bills . (2,0001 ST
‘Interest . income * from - New S
. York State bonds " 2000- Can
Net Ad]ustments PRI N | e
« Interest: i o ' ', Lo »’5,0001“"‘ =
Net. Gains from the drsposrtron of DR e
L propertyn o tp L R
'§ 1231 Gain = © TN 4000

ple 8 The taxpayer is a New Jersey resrdent who is
e , % ‘ S :a partner in two partnerships. Partnershrp A is'a New York
f R B e @&0_0) : {-j;»based securities partnership and ‘Partnership . Bis a New
v -~ Jersey based -accounting partnershlp ~Each partnershrps

o~

" 'Dividends: : LU s 0001”
C Net short: term caprtal gams or loss-' P s L
vesto - '}(2000)7 cee
Nét long term caprtal gains or losses ~.18,000F - _(1,000) tF
Net Gain under § 1231: =~ - - 1500’f’r e
", Taxes based on income (UBT): " 2,500
“.Cost to carry Pennsylvama bonds - . -.1,000F T
‘Keogh deductions: " .- So1.2000 ¢

busmessexpense o 3,000 ‘ s

(non-business): - S s000 ,’_TBusmess income,
Net gain under LR.C. § 1231; CoaTl 4,000 " - - '1-1' Non-busmess income.. -
LR.C.§ 179 deduction:” .. oo 0 1,000 - ‘ s
Taxes based on income (UBT): ' T 2,000 ¢
. Expense incurred tocarry New York State bonds S 1‘0007 . The tw{paYeﬁ} lssa:lsczl al slléarehddzrbm a New York §
Keogh deduction: - 2000 - “corporation. - The Schedule K-1 issued by the S corporatron
L Chantable contrrbutlons (non-busrness) A -7.3,000 showed an ordmary loss of ($5 OOO)’r v
_35-15__:,_ : . Supp. 3-17-97
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The taxpayer w1ll report thrs mformatron on hrs NJ—1040

as follows

rPartnershrpA L T S .

Partnership ordinary i mcome ~  (10,000) -
. Guaranteed payments S 2,000
. »‘Interest N . .71 8,000
- Dividends - . ., 5,000
Net short term capital loss - - 0 1(2,000) ..
. \Net long term caprtal gam 18,000
DR Snr e 821,000
v""AdJustments ST ‘ e
“Interest income from U S.. L
Treasury Bills . '(7,000)"
Interest income from Penn- .
sylvama State Bonds L. 75,000
Taxes based onincome . .~ 2,500 .
Cost to carry Pennsylvania L

bonds o . 111,060) 5

| -+ (500)
Dlstrrbutlve share . of partnershrp :

. income. from Partnerslnp A: 2 , v ) .2q,500

o PartnershrpB T
* Partnership ordinary income N ¢ X 000) .
- Charitable -contribution _incurred - | - )
" as a business expense , ] G, 000) :
-Ad]ustments L Lo PR ; _.0 L
. Distributive share of partnershrp ‘

loss from PartnershipB ;~ -~ o - (1"8,0(‘)0) -

—Drstrrbutrve share of partnership :

. -+ income: R N ‘_»-Q,SOOl‘
" Interest (Partnershlp B) T . -3,000"

S (Gams from dlsposrtlon of proper- T
Net gain under § 1231 ' o
(Partnershrp A) g 1,500
Net long term caprtal loss: - | ) )
) (Partnershrp By .. o o (1,000) |
) Net garns from the drsposrtlon of L : )

property R Lo F 500

t Note S Corporatron status is not recogmzed for New Jersey Gross
Income Tax: purposes.. An S Corporation shareholder’s share of the
corporation’s. loss is not deductible for New Jersey Gross Income Tax

purposes

(d) If a partners taxable year drffers from that of the k |

partnershrp, ‘the partner is to report the partner’s distribu-

. tive share of i income, gain or loss for the taxable year of the - v
o partnershlp whrch ends w1th or wrthm h1s or her taxable :
: _year e L Lo -

Example 1 A partners taxable year ends on Decernber

31, 1979, while the partnershrp s fiscal year ends on June 30,
'1979.. The partner is to report the partner’s entire distribu-

' tive share of the- income, gain or loss from the. partnershrp S -
~ taxable year ended June 30 u1979 on the partners 1979
NJ-1040 - ‘

(e) The followrng apply to partners who are part-year

E resrdents

1. A partner who isa resrdent taxpayer for part of any
taxable year and a nonresident taxpayer for part of such .
taxable year is requrred to report his ‘or her. drstrrbutrve v

share of partnershlp income as follows

Supp~*3¢-1/7-(‘9.7'_ o B ] L © 35.16

i. The part-year re51dent return shall mclude ‘
(1) The portron of the partner’ s distributive share

o of partnership- income determined by’ multrplymg ‘the’
“partner’s entire distributive share of partnership in- -~
‘come (including guaranteed payments) by the per-.

centage which the number of days of the partner-

' ship’s fiscal year that the partner was a New Jersey .

/ resident bears to 365; plus. .

-

(2) The partner s distributive share of each other :
category of New Jersey gross income (or-loss) real- -

ized by the partnershrp during. the penod covered by
the return.

i, The- part-year nonresrdent return shall mclude

(1) JThe portion of- the partner s d1str1but1ve share
of partnershrp income as follows:

(A) If the dlstrrbunve share of partnershlp m-b -

_come- was ~derived entirely from New Jersey
" sources, the portron of -that. drstnbutrve share of
 partnership ‘income - (including - guaranteed - pay-

BV ments) determined by multiplying - the partner’s- ;

entire distributive share of-partnership income by
the percentage which the number . of days of the

- partnership’s fiscal year, that the partner was not a

New Jersey resrdent bears to 365; or -

(B) If the dlstrrbutrve share of partnershlp m-

come was “derived partly. within New Jersey” and

‘partly outside New Jersey, 'the portlon of such =

“distributive share “determined by multrplymg the

income derived by the partners\hrp from sources

~ within New Jersey. (determined -as’ provrded in
- (b)3ii or (b)3iii above), by the percentage which’

the number of days of the partnership’s fiscal year

‘that the. partner was not a New Jersey res1dentv

bears to 365 and’. : e

i
¥

) The partner s drstrrbutlve share of ‘each other '

category of New Jersey gross income (or loss) real-

ized by the partnershrp and derived from New Jersey 3
~ sources during- that period covered by the ‘return.

2. ‘I the- partner can demonstrate to the Drrectors '

satisfactioni that the ‘above reporting method. ‘does ot

kS properly reflect the partner’s reportable income, gains and

losses incurred during ‘the partner’s periods of resrdency
and’ nonre51dency, then the partner- may allocate to the

part year'resident and-part year nonresident returns the L
“portions. of the partner’s-distributive share of partnership

income reahzed by the partnershrp durmg each such

~ period.

1

3. Inall cases, a partner who isa. res1dent taxpayer for

- part of the tax year and a nonresident taxpayer for the

remamder of the tax year must attach a schedule to the

- partner’s. part - year ‘NJ-1040 - ‘and - the part year
* 'NJ-1040-NR showing the calculations used to determine =
the ‘amounts reported on each return w1th respect t0. [
_-~ incomie, gams, or losses ofa partnershrp v

e

partners entire distributive” share of partnershrp o
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) Partnersh_ip :filing_ requirements are .as follows:

1. Partnerships .having"a New Jersey resident ‘partner

- or having any iricome“derived from Néw Jersey sources
“shall file with the Division a complete copy of the Federal

Form 1065, U.S. Partnershrp Return of Income, required

to be filed with the Internal Revenue Service, along with _ o
Such’informa-

the requisite schedules and attachments.
tion filing must be. made” on or before the date” of
expiration of the _permitted filing perrod for the partner-

~ ship’s Federal Form 1065, mcludrng any extensions of"f

such perrod allowed for Federal rncome tax purposes

2. Except as may be authorrzed by the Director pursu-
ant to (b)3iii above, every partnershrp which derives

income both from sources within and-outside of New ~
Jersey and which has one or more nonresident partners
shall complete a New Jersey Business Allocation Schedule
(NJ-1040-NR-A). ‘The partnershrp shall attach a copy of

the Schedule to the Federal Form 1065 which it files'with -

" the Division, and must also provide a copy-of the Alloca-
tion Schedule to each nonresrdent partner

//‘

3 Each partnershrp shall drstnbute to ‘each “of _its |
partners “their: respective ‘Schedule K-1 of the partner-’
ship’s Federal Form 1065. Each partnershlp also  shall .

distribute to -any partner requestmg same any materlals
required to be filed by thé partner wrth the partners
retum pursuant to (g) below o :

4. Any partnershrp whrch for Federal income -tax pur-
poses - includes interest or drvrdends in the ordrnary in-

come or -loss of the partnershrp, shall annex to its tax ’
return which it files with the Division a statement such'as
that described in. N.JLA.C. 18:35-1.25(b)2 which justrfres

the inclusion of such< income items in the. partnershrp s
ordinary i income or loss for New J ersey. Gross Income Tax
purposes.  Any partnership which fails to annex such a

~.

~ statement to its return shall separately state on ifs return :

the full amounts of 1ts drvrdend and mterest mcome

(g) Partner filing requirements are as follows S

1. Each nonresrdent taxpayer who is a partner ina

' partnership having income, gains or losses derived from

New Jersey sources shall, for each such partnership, in-
clude a copy -of each of the following w1th the partner s

New J ersey non-resrdent tax return ‘

i The partner s Federal Schedule K—

. 3517

- the followrng examples (e

il Reconcrhatron of hrs or her share of partnershrp
income ‘as determined for Federal i 1ncome tax purposes,
- in accordance with (c) above and ;

: .ili’. The partnershrp s New Jersey Busmess Alloca- E
tion Schedule (NJ—1040—NR—A) as provrded by the

- partnership.

2. Each resrdent taxpayer shall mclude w1th the New‘

Jersey resident tax return a copy of each of the items -
 specified i in (g)lr through ii- above; for each partnershrp m o '
~which the. taxpayer is a partner regardless of the source ~
from which the partnershrp s mcome gams, or losses are
C derrved : : S

(h) The followrng apply to Keogh Plans

. Partnershrp contributionsto a Keogh Plan made on -
- -behalf of. employees of :the partnershrp and which are -
‘deductible as ordmary ‘and necessary business expenses
. for.Federal income tax purposes, also shall be deductible ‘
- for New J ersey Gross Income tax purposes in determmmg T

the net income of the- partnershrp _The émployées’ on

- ~whose behalf such contrrbutrons were made are not sub- E
- ject to gross income tax on the amounts contrlbuted in the .
' taxable-year- in which they are contributed to- the Keogh ‘
~Plan, unless- withdrawn in such taxable year by the em- -

ployees from the Plan. - The ‘employees are not consid- -

; -ered to have actually or: constructlvely received the contri- - -
" butions.at the time they were made ‘to the Keogh Plan.
- When an employee makes 4 withdrawal from the Keogh )
. Plan, both the untaxed employer: COIltl'lbuthIl ‘and ‘accu-
mulated mterest earned thereon are taxable to the em- SR
- ployee : : : : SRR

2. Partnershrp contnbutrons to a Keogh Plan made on’ ‘

o behalf of a partner-are not deductible busmess ‘expenses:
~.-Such contrrbutrons are to- be taken into. account in deter- o
.mrnrng the drstrrbutrve shares of partnershrp mcome of o

purposes in the: taxable years in Wthh ‘they are contrrbut-
ed to the Keogh Plan. Prevrously taxed employer contri-

: butions 'to" a Keogh Plan 'aré. not sub]ect to: tax when
subsequently withdrawn by the partners:.. :

© 3. The interest 1ncome ac?cumulated on the Keogh o

Plan contributions. made by ‘the partnershlp on. behalf of

.'the partners is'not subject to tax- dunng the penod of a

partner’s’ participation. - Such interest. shall become -tax-

- able when the partner withdraws it from the Keogh Plan. -

.. When a. partner makes perrodlc wrthdrawals, the accumu- .

lated interest”in the Keogh Plan‘is subject to ‘tax. in the o
ratio that the interest bears to the total amount m the o
. partner’s account : T S

4, 'The provrsrons of this subsectron are 1llustrated by S

Supp. 3-1797
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R Exam le 1 A partners accumulated Keogh contnbutrons =
CoEm ~.$7,500

k,","_'held in- his aocount e S
" Accumulated interest i partners Keogh account: 500 _ Ea TP
' Total amount in partners Keogh account: /- : $8000 R e N
e Assume penodrc payments to the partner from the account durmg‘ o '..7’”? g [ 5
'jthe taxable year of $1,600. : e IRt Sy A S e
s The amount of mterest wnthdrawn would be calculated as follows " CETEAT R oL TIE D
$8000 >< $1600 $100 s

Note Under the above facts, |f a penodtc wrthdrawal of $1, 600 were made by an employee_ G
(rather than by a partner) during the taxable year, the full amount of $1,600 is subject to. =~ '
- tax since the employer eontnbutlon component of the amount. withdrawn ‘was not inclhidable - : "'
' m the employee S mcome at the. txme the partnershrp made the contnbutlon on his behalf

ple 2 A partnershrp makes a contnbutron to a

' ‘Keogh Plan on behalf of the partners for- $3,000 and on

behalf of the employees for $4,500. The partnership may s not attributable'to production of income for the purpose of New
deduct the $4; 500 contribution on: behalf of the employees ~ o Jersey gross. income . tax, it is not deductible in computing New Jersey -
-as:a busmess expense for the taxab]e year and the employ. . taxable income: Lee \2 Dlrector DlV Jof Taxatlon, 6 NJ Tax 385 (Tax- .

" eés will not include the $4,500 as income ‘until withdrawal is

‘made from the Keogh Plan.” The partnershlp cannot deduct
_“the $3,000 contnbutron made on behalf of the partners as a
. business - expense for the taxable year.:’ Each- ‘partner must

- include the portion of the $3,000 contribution made on his
 behalf in his. computatron of his. dlstnbutlve share of part-
" nership income -in the taxable year the: contribution - was
- made. The amount of the. contnbutlon thus taxed to’the
- partner will not’ again be taxable to the’ partner when such
‘ moneys are w1thdrawn by the partner from ‘the Keogh Plan

Amended by R 1981 d 6, effective January 8 1981

.. See: 12 N.JR: 676(a), 13 N.J.R. 111(d)." o

* Repeal-and New Rule, R. 1994 d.110, effectrve March 7 1994
See: 25 N.J.R. 677(a), 26 N.J.R: 1241(b) x

‘ Sectron was “Partnershlps :

Case Notes : > :

. Statute permnttmg taxpayer to deduct from’ partnershlp busmess .

income- all costs ‘and expenses incurred in_conduct of business: autho- -

rizes deduction of only ordinary-business expenses;:not ‘all ‘expenses.-

Sabino'v. Dn'ector DlV ‘of Taxatron, 296 NJ Super 269 686 A2d 1197
- (AD. 1996) S

o Regulatron eould not exclude from partnershrp net income dlvrdends -
.- and capital gains.- Smrth v: Dlrector DIV of Taxatlon 108 NJ 19 527' c:

A2d 843 (1987).-.
Partnershlp busmess expenses could be deducted from partnershlp

income ‘wheri determining taxpayers’ distributive. share. " Smith-v. D1- :

- rector, Div: of Taxatlon, 108 N.J. 19,527 A.2d 843 (1987)

Regulatron relatmg to deductlblllty of renmbursed expenses of 1nd1- '

- vidual partner for purposes of computing partner’s distributive share of -

“partnership. income; vord -Sabino v.’ Drrector, D1v of Taxatlon 14 -

N.JLTax 501 (1995). -

Paragraph (©4 held mconsrstent with. statute m determlnmg llablllty
- for _partner’s - distributive: ‘share. of partnershlp income, : ‘partnership -
.-expenses mcurred in"“coninection, with taxexempt income were deduct- .
ible; expense incurred: by securities “partnership in"the ‘conduct of ‘its
business_may- be - deductible - against . all .other * forms- of - Ppartnership -

e -income, including dividends and capltal gains, in determmmg partner’s -

distributive-shares of partnership income; . Smith v. Dlrector, Div. of
Taxation, 7°N.J.Tax-187 (Tax Ct.1984), affirmed per cunam 8 N.J. Tax
319, aﬂirmed 108 N.J. 19, 527 A 2d 843 (App Div: 1986)

g . SuPp' -3-17-:97

| ‘1‘8:3_5—1,"15
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Depletlon expenses of partnershlp engaged in 01l and gas productlon )

are properly deductible by a partner subject to New Jersey gross income -
* tax; since percentage depletion, to the: extent it ‘exceeds cost depletion,.

Employee accldent or health msurance
) exclusnon from taxable gross income

: (a) Amounts rece1ved by an employee through an_acci-
. dent or health insurance plan-for personal injuries or sick-
.’ness are . not sub]ect to. tax under the New. Jersey Gross '

Income Tax Act

) Amounts recelved by an employee on account of
: personal injury or srckness qualify for exclusron from taxable

gross. income * when . received under the ‘provisions. of .an

- The’ payments must be compensatron for wage loss' e

. employee accident or health insurance plan which satlsfres B
~the followmg requlrements :

whrch results from absence due: to m]ury or s1ckness of L

'» ‘ the employee and

_ 2 The payments must have a requ1srte certamty undert REE
an enforceable contractual obhgatlon under the plan (see e

- NJAC 1835-115()); and

.~ 3... The payments must not relate to s1ck leave wage o

: contmuatron the takmg of Wthh is largely discretionary -

’- "and the payments are made regardless of the reasonfor-
‘ absence from work .

(c) The exclusmn from taxable gross income applles to \
- payments to employees qunder a health or accident insurance,

plan’ regardless- of .whether. insurance coverage is with a -

~ commercial insurance company. to whrch premiums are paid.: . - '

~ by both employees and. employer or solely by the employer;

~or whether insurance coverage is provided by an employet’s - I
-~ ‘self-insured plan for whlch no msurance premlums are pald sl
: by the employees. - o
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(d) The exclusion from taxable gross income applies to
. payments required to be made to employees under the State
mandated temporary disability benefit plan pursuant to the

New Jersey Temporary Disability Law (N.J.S.A. 43:21-25, et.

seq.). Payments which are excludable from taxable gross
income include temporary disability benefit payments re-
quired to be made under the State Plan which is adminis-
tered by the Bureau of State Plan Disability Benefits under
the New Jersey Disability Law. Exclusion from taxable
gross income also includes payments required to be made to
employees under a company’s private plan established pur-
suant to New Jersey law in lieu of the State Plan described
in the preceding sentence and which has been approved by
the Bureau of Private Plan Disability Benefits, Division of
Unemployment Insurance and Disability Insurance.

(¢) Where payment to employees under the health or
accident insurance plan is largely discretionary with the
employer, such as during the initial period (for example,
first seven days), the exclusion from taxable gross income
does not apply. Such payments to the employee are subject
to tax as wages and salaries. In order for a wage loss
payment made under an accident or health insurance plan
to be excludable from taxable gross income, the payment to
the employee must have a requisite certainty under an
enforceable contractual obligation.

. (f) Effective June 1, 1982, withholding of the gross in-
" come tax shall be required on all payments of wages and
salaries made to an employee by an employer. The with-
holding of the tax is required even though such payments
meet all the conditions for exclusion from taxable gross
income as made through an accident or health insurance
plan for personal injuries or sickness under this section.
The only exceptions for the W1thhold1ng of tax shall be for
the following:

1. Temporary disability benefit payments required to
be made under the State Plan which is administered by
the Bureau of State Plan Disability Benefits under the
New Jersey Disability Law;

2. Temporary disability benefit payments required to
be made to employees under a company’s private plan
established pursuant to. New Jersey law in lieu of the
- State Plan described in (f)1 above and which has been
approved by the Bureau of Private Plan Disability Bene-
fits, Division of Unemployment Insurance and Dlsablhty
Insurance; and

3." Payments made to employees for personal injuries
or sickness under a health or accident insurance policy by
a commercial insurance company.

(g) All taxpayers will be required to file with their annual
New Jersey Gross Income Tax Return a claim form fur-
nished by the director for the exclusion of any amounts
received by them as an employee through an accident or
health insurance plan for personal injuries or sickness which
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‘meet all the conditions for exclusion from taxable gross

income under (f)1, 2 and 3 above.
1.. Examples:

i. An employee of Company X is allowed 12 vaca-
tion days and 15 sick days for the year 1982. The
employee uses 12 vacation days and 10 sick days in .
1982 for which he receives his regular wage payment,
regardless of the cause for his absence. The amounts
received by the employee in 1982 for the 12 vacation
days and 10 sick days are subject to tax as wage and
salary income to the employee and the employer must
also withhold gross income tax on such payments.

ii. Company Y has a self-insured disability plan for
its employees who are absent from work -because of
accident or sickness. The plan is fully funded by the
employer company and the employees make no contri-
bution to the plan. Payment for the full amount of
wages is made to disabled employees absent from work,
on the eighth calendar day. Payment for the initial
seven days to the covered employee is.discretionary
with the company employer under the plan. The
amount received by the absent employee because of his
disability is excludable from taxable gross income as
health or accident insurance after the initial seven days
of absence but is subject. to withholding tax. Any
amount received by the employee as payment for the
seven initial days is subject to tax as wage and salary
income to the employee and is also subject to withhold-
'ing tax.

iii. Employee C receives a payment in 1982 from
‘the New Jersey Disability Benefit Fund during an ab-
sence from work because of temporary disability result-
ing from illness. Both the employee and employer
have contributed to the disability benefit fund. The
total amount received by the employee from the New
Jersey Disability Benefit Fund is excludable from tax-
able gross income as a payment for health or accident
insurance and is not subject to withholding tax.

iv. Employee D is absent from work in 1982 be-
cause of illness and receives from the X Insurance
Company the full amount of his wages during the
period of his absence from work. The payment was -
made from a health or accident insurance policy to-
which only the employer has contributed. The
amounts received by the employee are excludable from
taxable gross income as health or accident insurance
and are not subject to withholding tax.

R.1982 d.164, effective june 7, 1982.
See: 14 N.J.R. 271(a), 14 N.LR, 581(a).
18:35-1.16 Returns; signature required

(a) Each return shall carry a signature by the taxpayer
certifying that all statements contained therein are true,
under the same penalties as for perjury committed.

Supp. 10-6-97
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(b) A taxpayer or.tax return preparer may transmit by
telephone any tax return or other information required or
permitted to be filed with the Division for purposes of the
New Jersey Gross Income Tax Act.

(c¢) Taxpayers who file returns by telephone shall satisfy
the signature requirement by voice identification.

(d) The signature requirement may be satisfied by voice
identification of a tax return preparer, in accordance with
this subsection. The tax return preparer shall provide, at
the voice prompt, the name and Federal Identification
Number of the-preparer. The tax return preparer shall

- have and retain in his or her files a Division of Taxation:

Power of Attorney form which authorizes the preparer to
file a return on behalf of the taxpayer.

(e) A taxpayer or tax return preparer who transmits an
income tax return by telephone, or who transmits by tele-
phone other information required to or permitted to be
filed with the Division for purposes of the New Jersey Gross
Income Tax Act, shall be treated for all purposes of the Act
as having signed the return and certified to the accuracy of
the information by providing a voice signature at the time
and in the manner required by the 1nstruct10ns provided by
the interactive voice computer.

(f) The assignment of a valid confirmation number by the
interactive voice computer upon acceptance of any voice
signature(s) transmitted and recorded by telephone is prima
facie evidence that the document was signed for purposes of

the New Jersey Gross Income Tax Act and that the eligible

taxpayer or qualified tax return preparer authenticated and
verified the voice signature as recorded by the interactive
" voice computer.

R.1982 d.258, effective August 16, 1982.
See: 14 N.J.R. 332(a), 14 NJ.R. 921(b).
Repealed by R.1988 d.299, effective July 5, 1988.
See: 20 N.J.R. 514(a), 20 N.J.R. 1571(a).
" This section was “Exclusion of interest income on All-Savers Certifi-
cates”.
New Rule, R.1997 d.406, effective October 6, 1997.
See: 29 N.J.R. 2808(a), 29 N.J.R. 4339(a).

18:35-1.17 Credit for excess contributions

(a) Credit for excess amounts deducted and withheld as
worker contributions for unemployment, disability insur-
ance, Workforce Development Partnership Fund and Health
Care Subsidy Fund shall be treated as follows:

1. Employers issuing a W-2 form to employees shall
include on it:

i. The amount of New Jersey unemployment insur-
ance contributions withheld;

ii. The amount withheld for New J ersey disability
benefits fund contributions or for a private plan;

Supp. 10-6-97
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iii. The combined total amount withheld for Work-

force Development Partnership. Fund and Health Care

- Subsidy Fund contributions or, in the alternative,.the
separate amounts contributed to these funds;

iv. The New J ersey unemployment number; and

v. The New Jersey private plan number, if any.

(b) The latter two numbere referred to in (é)liv and v
above are assigned by the New Jersey Division of Unem-
ployment and Disability Insurance in the Department of
Labor.

(c) An individual claiming a credit against gross income
tax for overpayment of unemployment, disability insurance,
Workforce Development Partnership Fund or Health Care
Subsidy Fund contributions shall claim such credit by includ-
ing with his New Jersey 1040 or New Jersey 1040-NR a
completed New Jersey Form -2450. A claim not received

within two years after the end of the calendar year in which

the contributions were deducted is void. Such claims are

not applicable to withholdings made during calendar years

prior to 1983.

Example 1: During 1983, A, who is divorced, worked for
two employers in New Jersey. The first withheld the maxi-
mum of $44.00 for unemployment insurance contributions
and $44.00 disability benefits fund contributions from A’s
salary, as required by law. The second employer withheld

'$30.00 from A’s wages as contributions to each fund for the

total of $60.00. A files his 1983 Gross Income Tax Return
and pays the tax on February 14, 1984 but fails to make
claim for the $60.00 excess contributions withheld during
1983 or qualifying alimony payments made in that year.

During December 1985 A files an amended Gross Income
Tax Return containing New Jersey 2450 for 1983 claiming a
credit for excess contributions withheld and claiming the
alimony deduction that he had originally omitted from the
1983 return. The claim is timely filed with respect to both
the contributions withheld and the alimony deduction.

Example' 2: Same facts as above except A files an amend-
ed return on January 5, 1986. The claim for contributions
withheld is too late since it was filed after the expiration of

the two year period for refund.. The claim for refund based -

upon alimony deductions, however, is timely because the
claim was. filed within three years from the time the return
was filed or two years from the time the tax was pa1d
whichever was later.

(d) Claims for gross income credit for excess contribu-
tions made by an employee are subject to the provisions of
N.J.S.A. 54A:9-8.1 and N.J.A.C. 18:35-2.

New Rule, R.1983 d.586, effective December 19, 1983.
See: 15 N.J.R. 1570(a), 15 N.J.R. 2175(c).

Amended by R.1993 d.136, effective April 5, 1993.
See: 25 N.J.R. 62(a), 25 N.J.R. 1518(b).

Next Page is 35-20.1
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Added new (a)liii; redesignated old (a)liii and iv to (a)liv and v;
revised (b) and (c). )
Amended by R.1994 d.146, effective March 21, 1994.
See: 26 N.J.R. 336(a), 26 N.J.R. 1372(a).

18:35-1.18 Extension of time to file

(a) A taxpayer may obtain an extension of time to file the
New Jersey Gross Income Tax Return (Form NJ-1040,
NJ-1040NR or NJ-1041) for a period of four months
beyond the original due date, providing that the require-
ments of (b) below are satisfied. If the taxpayer is unable
to file the return within the four month extension period,
the taxpayer may obtain an additional two month extension,
for a total of six months. Extensions beyond six months

from the original due date of the return will be granted only -

in cases where the Director determines that exceptional
circumstances exist.

1. Exceptional circumstances can.be demonstrated by
establishing one of the following:

Next Page is 35-21 . o 35-20.1

i. Medical evidence, such as a doctor’s certification
that the taxpayer is unable to file the return before the
expiration of the six month extension period because of
sickness or hospitalization;

ii. Proof that the taxpayer relied entirely on the
advice and expertise of a tax preparer who failed to
complete the return.within the six month extension
‘period; or- :

iii. Proof that, despite timely and diligent attempts,
the taxpayer is unable to obtain or receive information
from third parties which is necessary for the completion
of the tax return.

2. This rule provides the authority for an extension of
time to file and is in no way to be considered an extension
of time to pay the tax due. A taxpayer’s tax liability is
due, in full, by the original due date of the return. The
taxpayer will be subject to interest and late filing penalty
as described in (g) below if the full amount is not paid by
the original due date of the return.

Supp. 10-6-97
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(b) A four month extension of time to file a New Jersey

Gross Income Tax Return will be granted only if, by the

original due date of the return, the taxpayer has paid in,

either through withholdings, estimated payments, or a pay-
ment made with the Application for Extension of Time to
File, at least 80 percent of the tax liability computed on the
-New Jersey Gross Income Tax Return when filed, and:

1. The taxpayer obtains a valid four month extension
for Federal ‘income tax purposes and attaches a copy of
the application for automatic Federal extension to the

final New Jersey Gross Income Tax Return when filed; or

2. . If no Federal extension is requested, the taxpayer
completes and submits Form NJ-630 by the original due
date of the return.

" (c) A taxpayer may obtain an additional extension of two
months beyond the automatic four month extension autho-
rized in (b) above if the taxpayer obtains a valid additional
two month extension for Federal income tax purposes and
attaches a copy of the additional two month Federal exten-
sion request to the New Jersey return when filed, or, if no

additional extension is obtained for Federal purposes, by

submitting Form NJ-630 no -later than the extended due
date of the original return. -

(d) A taxpayer shall file Form NJ-630, Application for
Extension of Time to File New Jersey Gross Income Tax
Return, only if:

1. The taxpayer requires elther a four month or addi- -
tional two month extension for New Jersey. purposes, but -

did not obtain one for Federal purposes; or

2. The taxpayer is required to remit payment to the
Division of Taxation by the original due date of the return
in order to meet the 80 percent requirement of (b) above.

(e) Failure to satisfy either the 80 percent payment re- "

quirement of (b) above by the original due date of the
return, or to file the gross income tax return by the extend-
ed due date, will result in the retroactive denial of the
extension as of the original due date of the return. In those
cases; the taxpayer will be subject to interest, late filing
penalties and late payment penalties from the original due
date of the return, -as 'described in (f) and (g) below.

(f) A taxpayer who has not satisfied the 80 percent '
payment requirement of (b) above, or who fails to file the

gross income tax return by the extended due date, will be
subject to the followmg late -filing penaltles (see N.J.S.A.
54:49-4):

1. $100.00 per month or any fracuon of a month that -

the return is dehnquent and

2. Five percent per month or any fraction of é‘ month
that the return is delinquent, up to a maximum of 25

percent of the balance of any tax due with the return.

3521

- return.

3. Both penalties set forth in (f)1 and 2 above shall be
imposed on the first day following the original due date of
the return and on the same calendar day of each succeed-
ing month thereafter. '

(g) The extension authorized by N.J.S.A: 54A:8-1b and
this section is an extension of time to file a gross income tax
It is not an extension of time to pay any tax that
may be due. Consequently, a taxpayer who makes a pay-
ment of tax after the original due date of the return, with or
without an extension of time to file, will be subject to the

“following late payment penalty and interest payments:

1. A five percent penalty for late payment of any tax
balance (see N J.S.A. 54:49-4);

2. Interest on the unpaid tax'calculated at the .follow-
ing rates:

i. For periods up to and including December 8,
- 1987, nine percent per annum;

ii.- For periods on- and after December 9, 1987,
. through July 1, 1993, at the annual rate of three
percentage points above the prime rate effective on the
first business day of the calendar quarter immediately
preceding the quarter in which the liability became due,
- compounded daily on the amount that remains unpaid,
- calculated from the original due date of the return to
the date of payment where the amount thereof is $1.00
or more (see N.J.S.A. 54A:9-5(a)), provided that pay-- -
ment is made on or before the extended due date. For
" amounts which remain unpaid beyond the extended due
date of the return, interest will be imposed at the
annual rate of five percentage points above the prime
»rate' compounded daily on the amount that remains
unpaid from the original due date of the return to the

*. date of payment; and

iii. For periods ending on and after July 1, 1993 at
‘three percentage points above the prime rate. Interest
is imposed for each month (or a fraction thereof) on
the unpaid balance of tax. At the end of each calendar
year all tax, penalties, and interest remaining due will
become ‘part of the unpaid balance on which interest.
‘will be charged. ‘

(h) A partnership- which,

pursuant to N.J.S.A.

' 54A:8-6(b), is required to file Form NJ-1065 may obtain an -

automatic extension of time to file by attaching a copy of
the Federal application of time to file Federal Form 1065
(Federal Forms 8736 or 8800) to Form NJ-1065 when filed.
If the partnership did not apply for a Federal extension of

- time to file Federal Form 1065 the partnershxp must submit

Federal Form 8736 or 8800 to the New Jersey Division of

. Taxation on or before the due date of Form NJ-1065.

Repeal and New Rule, R.1996 d.20, effective January 2, 1996.
See: 27 N.JR. 3136(a), 28 N.J.R. 176(b).

Repealed former section 1.18, “Extension of time to file New Jersey
gross.income tax return”.

Supp. 2-20-96
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Law Revrew and Journal Commentanes »

[(1994)..

. "\ . C Case Notes ;

Penalties and’ interest;.

~ v. Director, Diy. of Taxation, 13 N.J.Tax 509 (1993)

I

18 35-1. 19 Neghgence and frand penaltres

(a) If any part of ‘a deficiency is due to the taxpayers; ’
neghgence or an intentional . drsregard of any provision of.

~ the Gross:Income Tax Act (N.J.S.A.' 54A:1-1 et seq.) or the
rules applicable thereto, there shall be added to the tax,

penalties and interest as provided for in State Tax Uniform -
Procedure Law plus an amount: equal to 10 percent of the ;
defrcrency, provided hOWever that there was nointent to .

defraud

(b) If a defrcrency is assessed agarnst a taxpayer and it is

determined that any part of such ‘assessment is due to"civil _

fraud, there. shall be added to the tax an amount equal to 50
percent of the assessment.

'in N.JS.A. 5449—9 R }'

Emergency New Ru]e, R. 1986 d 169, effectrve Aprrl 15,1986 (exprres N

( * May 15, 1986).
/See: 18 N.J.R. 999(a) : '

Public Notice: This ‘rule Extension of time to file a resrdentral
property tax credit application exprred May 15, 1986 .
See: 19 N.J.R. 890(b). '

. New Rule, R.1988 d.407, effective September 6, 1988
See: 19 N.J. R 2255(a) 20 N.J. R 2310(c). ,

18 35—1 20 Gamblmg winnings deﬁned

(a) Every payor -of New Jersey gamblmg wmnrngs which
are’ subject to withholding, as defined in (d) below, shall
deduct and withhold New Jersey gross income tax thereon in
an amount equal to three percent of payments made to both

* New Jersey resrdents and nonresidents as defined in
N.J.S.A. 54A:1-2(m) and (n).

is- required to withhold for Federal income tax purposes

under subsection (q) of section 3402 of the Federal Internal
.*Revenue Code of 1986 (26 USC § 3402) as amended. o

(b) The tax rmposed under N J. S. A 54A 7—1(c) and thrs

~ section, shall not apply

Ly
New J ersey Lottery, and’

A 2 Wrth respect to a payment of wmnrngs from a slot

‘ machrne or a keno or bmgo game ,
. N :
(© Any person receiving a payment of New Jersey gam-

 bling winnings subject to withholding must furnish the payor-

a statement made under the penaltres of per]ury contammg

\

‘ supp.i‘2=20-96 '

. Tax Law Robert J Alter,\Jay Al Soled 138 NJLJ No 1, S64‘

interest extensron request demed due to .
fallure to satisfy condition that 80% of income . tax du€ be paid. Patel‘

This addition-to the tax shall be '
in lieu of any other additions to the tax imposed for late
‘ frlrng and nonpayment of specral assessment as provrded for

Such wrthholdmg shall “be
required in all instances wherein the- payor of such winnings .

Wrth respect to-the payment ‘of wmnmgs from the_ :

sz

cral sectirity) number of the winner accompanred by a

- of such payment or

2. The name, address and taxpayer 1dentrfrcatron (so-
cral securrty) number of the recipient and of every person ‘

. entrtled to any portron of such payment

- 3. The requirement set. forth m (c)l.and 2 above may

The name, address and taxpayer 1dent1frcatron (so- Sk

declaration that no'other- person is entrtled to any portron

- be satisfied by providing the payor with a copy of Federal

_Form W—2G or 5754, Whrchever is applrcable

- ,"(d) New Jersey gamblrng wmnmgs sub]ect to wrthholdrng
means any payment from:

L A wager placed in a sweepstakes wagermg pool or
lottery, other than the New Jersey Lottery, but only 1f the

- proceeds from the wager exceed $1 000;- or

2: Any other wagermg transactron 1nclud1ng but not

limited to, a: wagering transaction in a .parimutuel”pool

with respect to horse races; but only if the proceeds, from

the wager: 7

1 Exceed $1 OOO and

.l Are at least 300 trmes as large as the amount of L

: the wager.

3. If proceeds from a wager as set forth in (d)l and 2’ o
. above qualify. as w1nn1ngs subject to withholding, then the
L total proceeds from the wager, and not merely amounts in

excess of $1 OOO are. subject to wrthholdmg

(e) Proceeds from a wager is the amount paid with

~ respect to a wager, less the amount-of the wager. Amounts
‘paid with respect to-identical wagers are treated as pald with o

respect to a single wager for purposes of calculatmg the
amount of proceeds from a wager »

1. In determrnrng the amount paid wrth respect to'a
© wager, proceeds which are not money shall be taken into

h account at the fair market value.

2. Perrodrc payments including mstallment payments )

- Or payments which are to be made perrodrcally for the life
of a person, are aggregated for purposes of determmmg
the proceeds from a wager. The aggregate ampunt of
perrod payments to be made for a person’s hfe 'shall be

based on the person’s life expectancy.  For purposes of - -

‘ determrnrng the amount subject to withholding, the first S
. periodic payment shall be reduced by the amount of the. .
'wager‘,” : ‘ (-

N

@ Payments to any person of winnings sub]ect to wrth-.." \

wages - paid by. an employer to an employee under. the

‘provisions of N.J.S.A. 54A:7-2 through N.J.S.A. 54A:7-7;

_provided, However, that such payments shall be considered

~gambling winnings. for all other purposes under the Gross -
Income Tax Act (NJS.A. 54A: 1-Let seq) -

holdrng under. this section shall be . treated as if they are’

[
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New Rule R.1988 d.407, effectlve September 6, 1988
See: 19 N.J.R. 2255(a) 20NJ.R. 2310(0)

18:35-1.21 Employee acfiried . -
(a) For the purposes of N.J. AC 18: 35 122 the ‘term

“employee” means every individual performing services if -

 the relationship between him and the person for whom he
performs such services is the legal relationship of employer

and employee. The term also includes officers and employ-

ees, whether elected or appointed, of the United States, a
state, territory, Puerto Rico, or any polrtrcal subdivision

thereof, or the District of Columbia, or any agency or

instrumentality of any one or more of the foregoing

. (b) When determining whether an ‘individual is in an_f
employer-employee relatronshrp, relevant factors shall be

considered, mcludmg the followmg

created

2. The extent of control exercisable by the person- -

receiving the benefit of the‘servrces over the manner and
method of performance
employer actually direct or control the manner of perfor-

0
mance, but it is suffrcrent if he has the rrght to do so;

3. Whether, the person rendermg the servrce “under-

took substantral costs to perform the service;

4. Whether the service required specral training or-
skill, and whether the person receiving the benefit of the o

services provrded such specral tramrng, o

tles

6. Whether the person rendermg the serv10e had a

risk of loss; p

7. Whether the person who recerved the benefit of the

services could drscharge without cause the person who v

performed the services; . o

8. The method of payment such as by t1me or by ]ob

~ 9. Whether the person renderrng services regularly.
performs the same services for other persons and is. not

protected to any degree from competition;

- 10. Whether the person for whom services are per-
formed furnishes tools, equipment, support staff and a
place to work to the individual rendermg the services;

11. Whether the individual rendermg the servrces is -

eligible for employer provided benefits such as pensron
bonuses, paid vacation days and sick pay;

services rendered carries workmen’s compensatron insur-
ance on the mdrvrdual performmg the servrces ‘

13. Whether the Internal Revenue Servrce determmes'

and -

1 The relatronshrp which the partres beheve they have N

'5. The duration of the relatronshrp between the par

| 18:35-1.22

that an individual performmg services is an employee

14. Any other mformat1on deemed to be relevant by :
the D1vrsron Y v _

(c) No . srngle ‘factor in (b) above shall necessarrly be

conclusrve in- determining whether an individual is an em-

ployee or self-employed The frnal determmatron as to

© whether an individual is ‘either an -employee or self-em-
~ ployed shall be based upon the review of the circumstances
. of the entire relatronshrp and the evaluatron of any specral '
. factsina partrcular case.. '

(d) It the. relatronshrp of employer and employee exists,

. -the de81gnat10n or description of the relationship by the
 parties as anything other than that of employer and employ-

ee shall be unmaterral mcludrng ‘designation as a partner,

v,
_co-adventurer, agent, 1ndependent contractor or srmrlar

desrgnatlons or descnptrons

(e) All classes or grades of employees shall be included:

within the relationship of employer and employee, including. -
Supenntendents, managers, and other supervrsory person— Lo
~nel: - ‘ . v : S

It is not necessary that the '1. An Off1Cer of a corporatron shall be considered an

- employee of the corporation, except that an officer of a
corporation who as such does not perform any servrces or

.. performs only minor services, and who neither recerves. .
- nor is entitled to receive, directly or indirectly, any remu--

neration shall not be con31dered an employee of . the
corporatron : : : : ,

2. A drrector of a corporatlon in his capacrty as such T

-~

See: 20 NJR. 515(@), 20 NJR. 2199).

Requrrement of w1thholdmg from employees o
(a)- Any employer that ‘maintains an -office or_ transacts -

- ‘business within ‘this’ State, and that makes payment of any -
~+* wages subject to New Jersey gross income tax to a resident -

or nonresident individual, shall deduct and  withhold tax

‘from such ‘wages paid to each employee (as . defmed in
NI A C 18: 35 1 21) for each payroll period. -

~

(b) The wrthholdmg of tax from' the employees wages

‘must be in accordance with the mstructlons and methods-
" prescribed by the current employer mstructron booklet
: (FormNJ—WT) T SRR

(c) Any “professwnal athletrc team” (as deflned by

_ NJ A.C. 18:35-1.29(b)1) which pays compensatron to a
o resident or- nonresident individual for services rendered to

12.  Whether the person receiving the. benefrts of the

the team within New Jersey shall be deemed to be an
employer “and shall be required to withhold New Jersey

- gross income tax from that portion ‘of the compensation

attributable to “duty days” spent in New. Jersey, as defined

- inNJAC. 1835-129(b)3.

. New Rule, R 1988 d. 419 effectlve September 6 1988

n | Supp: 2-20-96 -

R

shall not be consrdered an employee of the corporatron' R
[ o .
" ‘New Rule, R. 1988 d 419, effectrve September 6, 1988 S
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_"‘_.,1835—122 Ll i
See: 20N, R 515(a), 20 NJR. 2319(c)
" ‘Amended by R.1996 d.95, effective February 20 1996

See: 27 N.J.R. 3766(a), 28 N.LR, 1223(b).
Added (c) relatmg to professronal athletic teams.

B 18 35-1.23 Employee busmess expenses not deductlble R

: (a) If an individual is an- employee as defined i in N. J. A C
v 18 35-1.21, such person shall not deduct from gross income

"~ any. costs and expenses 1ncurred in connectron w1th such -
Tl employment : :

O

(b) If an md1v1dual is an employee as. defrned in N J A C

‘ ./18 35-1.21, all earnings in connection with. -employment are
© deemed to be and shall ‘be reported by the taxpayer as.’ -
~ wages, salaries,: commissions, bonuses and other remunera:

tion recerved for “services rendered, pursuant to N.J.S.A.

B . 54A: 5—1(a) In no case shall an employee report his or her

- earnings as net: profrts from busmess as defmed by N J.S. A v
54A 5—1(b) =

= New Rule, R. 1988 d.419, effectrve September 6, 1988
. See: 20 NJ R. 515(a) 20 N.JR. 2319(c) R

18'35—1.24 Quahfied lnvestment fund dlstrrbutlons Tl

(a) Gross -income shall not- mclude the portron of any
 distribution from a quahfled investment. fund paid.on or
after January 1, 1987 Wthh is attnbutable to mterest or gain
v from the following:

L Obhgatrons whrch are 1ssued by or on behalf of o
- New Jersey or any county, mumclpahty, school or other

'pubhc corporatron (including one icreated or ex15t1ng pur-
suant to agreement or compact - with' this or any other
state), body corporate and pohtlc or pohtlcal subdrvrsron
-of New Jersey; or - : s

2.. Those obhgatrons which are statutorrly free from’ . ﬂ
state or local taxation under any act of New Jersey or -

under the laws of the Umted States

(b) ‘Net gams or income denved from the dlsposrtlon of"

securities which.. evidence ownershlp in a: quahfred mvest- .

ment fund are excluded from gross income.

v

(c) A “quahfred mvestment fund” is any mvestment com-
sion or’any series of such investment company Wthh for the'
_calendar year in whrch the d1str1but10n is paid:; :

e 1.. Has no mvestments other than the followmg

' Interest—bearmg obhgatrons .
Obhgatlons 1ssued at a drscount and

Cash and cash 1tems mcludmg recelvables and

2. Atthe close or each quarter of the taxable year has -

. not less than 80 percent ‘of ' the “aggregate: prmcrpal

_amount of all its investments- in obhgatrons descrlbed mf’.

_J’v(a)l and (a)2 above e

Sﬁpﬁ:? 2?-20-_9.6 RS

- __'pany reglstered with the Securities and Exchange Commis- -
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DT % The aggregate pnnc1pa1 amount of investments
: shall not include cash’ and cash 1tems mcludmg Teceiv- -

bles

“ii. For the purposes of determmmg aggregate prin-

~-cipal. amount, the mvestments of the fund shall be

i valued as follows

(1) Wrth respect’ ‘to obhgatrons for wh1ch market

- used;

2)- W1th respect to other obhgatrons value shall

: .'mean the fair market value as determined in ‘good
faith by\the board of drrectors of the investment.
: ,fund SR .

(d) A “serres” ‘of an mvestment company means a segre- _
'gated portfoho of assets, the beneficial interests in which are
- ‘owned: by the holders of a class or series of stock or shares- -

" of the investment company that is preferred over-all other .
. classes or series in respect to the portfoho of assets. :

quotatrons are readrly avarlable market value shall be :

(e) The exclusrons from gross income authorrzed by this = -

- section shall not ‘apply to dlstrlbutrons of interest or gain
- from' any quahfred investment company wh1ch does mot._
~ meet the followmg requrrements o . - '

R The quahfled investment company shall certrfy an- :
: nually on or before February 15 to the Division of - -

~ Taxation on the forms prescrrbed that for the preceding

calendar. year the investment fund is- a quahfred mvest- '

- district, - agency, authorrty, commission; mstrumenta.hty, ~ ment fund because it:*

. Was reglstered with the Secuntles and Exchange .

o Commrssron

ii. - Had no mvestments other than 1nterest-bear1ng L
_obligations issued at- a discount, and. cash and cash -~

‘ 1tems mcludmg receivables;, and

- il

Had not less than 80 percent of the aggregate -

' prmcrpal amount -of all its investments; excludmg cash
- and “cash items (including receivables) in- obhgatrons' I

descnbed -in NJS.A.  54A: 6—14 and NJ A.C

_1835—19(a)1 and 2. L e

“(f) .Subsection (e) above shall not apply with respect toi

'dlstrrbutrons made -for the calendar years 1987 and 1988
from an 1nvestment fund whrch otherwrse satlsfled the re- ..
= qurrements of (c) above :

~ (g) Pursuant to’ NJ S A 54A 8—6 a quahfred mvestment T
fundmust R : o A
L Advrse the D1vrs1on of Taxatlon as to amounts R
distributed for the precedlng calendar year to sharehold- - -
- “ers- or beneflcranes from: income; or gam derrved from I
~ NewJ ersey and Federal obhgatrons and '

2. Advise its shareholders on or before February 15 of 5
: each calendar year that its distributions qualify for exclu- -

_sron from gross mcome pursuant 1o thrs sectlon :
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(h) This section applies to distributions of interest or gain

from qualified investment funds Wthh are made on or after .

January 1, 1987

New Rule, R. 1989 d.94, effective February 21, 1989 .
See: 20 N.JR. 742(b), 21 N.JR. 457(a). '

18:35-1.25 Net profits from business

(a) Each taxpayer is subject to gross income tax on the
taxpayer’s “net profits from business” within the meaning of
N.J.S.A. 54A:5-1b, which shall be determined as provided in
this subchapter.

(b) A taxpayer’s net profits from business shall be deter-
mined by taking into account all income of the taxpayer
-derived from the conduct of a business, profession or any
other income-producing "activity, provided such business,
profession or other income-producing activity constitutes the
conduct of a trade or business. Such income shall be taken
into account in determining the taxpayer’s net profits from
business, regardless of its source or character, provided it is
directly attributable to the conduct of a trade or business by

the taxpayer. All other income of. the taxpayer which is-

subject to gross income tax, that is, that which is not directly
attributable to the conduct of a trade or business, shall be
included in one or more of the other categories of gross
income specified in N.J.S:A. 54A:5-1 according to its char-

acter and shall not be includable in the category of income .

“net profits from business.”

1. Income. derived by a taxpayer in the taxpayer’s
capacity as.an employee shall not be taken into account in
determining. the taxpayer’s net profits from business, but
‘rather shall be taxed as salary, wages, etc., described in
NJ.S.A. 54A:5-1a. -Income derived by a self—employed
taxpayer as remuneration for-services rendered in the
conduct of a trade or business shall be taken into account
in determining the taxpayer’s net profits from business.

2. Interest and dividend income derived by a taxpayer
shall not be taken into-account in determining a taxpay-
er’s net profits from business, unless

i. "The taxpayer 'shall annex to the taxpayer’s tax
‘return a statement which demonstrates that the interest
or dividends, as the case may be, were realized in the
conduct of a trade or business by the taxpayer, and not
from investment activities or other income-producing

activities which do not constitute the conduct of a trade
-or business. - An adequate demonstration shall have -

been made where it is shown that: -

(1) The interest is derived from loans made in the

ordinary course of a trade or business of lending

money;

(2) The interest or. dividends are realized with
respect to short-term liquid investments of money in
an amount which does not exceed the reasonably
anticipated working capital needs of the taxpayers

" trade or business; . ‘

35-25

(3) The interest is derived in respect of accounts
receivable or installment obligations acquired in the
ordinary course of a trade or business, but only
where credit is ordlnarlly offered to customers of the
busmess, .

S 4) The interest or dividends are realized W1th
respect to investments held to meet ‘requirements
imposed by law with respect to the conduct of a trade
or business (for example, minimum capital require-
ments imposed by regulatory agencies), or with re-
- spect to deposits made in the ordinary course of
“business (for example, security deposits pertaining to -
‘leases by the taxpayer of property used by the taxpay-
“er in a trade or business, or deposits pledged by the
taxpayer to secure loans incurred by the taxpayer in
the conduct of a trade or busmess) or with respect to
other interest or dividend-bearing contracts or instru-
‘ments held in the ordinary course of business (for ‘

“example, interest received on life insurance policies
- owned by a taxpayer insuring the lives of key employ-
~ees of the taxpayer’s trade or business); -

(5) The interest or dividends are derived in the
ordinary course of an activity of trading or dealing in
_any property which generates such income, if such
activity constitutes the conduct of a trade or business; -
or ‘

(6) The vinterest or dividends are_.otherwise» real-
ized directly in the conduct of a trade or business, as
demonstrated to the satisfaction of the Director.

3. ‘Where no statement is attached to the taxpayer’s.
return, or where such statement fails to demonstrate that
the interest or dividends in question have been reahzed in

. the conduct of a trade or business, such items of income

shall be separately stated on the taxpayer’s return and
taxed either as interest described in N.J.S.A. 54A:5-1e or
dividends described in N. J S.A. 54A:5-1f, as the case may '

‘be.

4. Rental income shall not be taken into account in
determining a taxpayer’s net profits from business, unless
the rentals are received by a taxpayer in the ordinary
course of the conduct of a trade or business of dealing in
or leasing property of a-character in respect of which the
rentals are received. - A taxpayer shall not be deemed to
be engaged in the conduct of a trade or business of
leasing property “unless substantial services are rendered
in connection with the leasing activities. The activity. of
net leasing property shall not constitute the conduct of a
trade or business, unless the taxpayer shall be in the trade
or business of dealing in such property and such property

‘shall constitute inventory or stock-in-trade of the taxpay-

er. Rental income of a taxpayer which is not received in
the ordinary course of the conduct of a trade or business
shall be taken into account in determining the taxpayer’s

‘net gains or net income from or in the form of rents,

royalties, patents and copyrights described in N.JS.A.

© 54A5-1d.

Supp. 3-2-98
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5 Royalty income ‘and income derived from paten'ts

‘ -or copyrights of a taxpayer shall not be taken into account

~in determining-the taxpayer’s net profits from business,
~unless the royalties or the income derived from patents or
“copyrights are derived by the taxpayer in the ordinary
course of a trade or business of licensing . intangible
B ’property A taxpayer shall be considered to be engaged
" in a trade or business of licensing intangible property only
if the taxpayer created the property or performed substan-

tial services or incurred ‘substantial costs with respect to
the development or marketing of such property Royalty -

' ‘ ‘income or income derived from patents or copyrights of a
-taxpayer which is not derived in the ordmaryvcourse of a

~ trade or business of licensing intangible property shall be

taken into account in determining the taxpayer’s net gains
or net: income from or in the form of rents, royalties,
patents and copyrights described in N.J.S.A. 54A:5-1d.

. 6. Gains, profits and losses from the sale exchange or. »

disposition of property shall not be taken into account in
determining a taxpayer’s net proflts from business, unless:

i. The gain, profit or loss is realized by the taxpayer

in the ordinary course of the conduct of an activity of

- trading or dealing in such property and such activity
constitutes - the conduct of ‘a trade’ or business; or

' ii. The gain; proflt or oss is realized by the taxpayer
~ on the sale, exchange or other drsposmon of property

which, in the hands of the taxpayer, constitutes property-
which is stock-in-trade, 1nventory or propetty held pri--

marily for sale to customers 1n the ordmary course of a
trade or business. N

7. Gains, or proﬁts and losses from the sale, exchange
or d1spos1t10n of property described in LR.C. § 1231 -shall
not be taken into account in determining a taxpayer’s net
profits from business. Gains, or profits and losses not
taken into account in determining-a taxpayer’s net profits

from business shall be taken into account in determining a
taxpayer’s net gains or income from the disposition of
property described in N.J.S.A. 54A:5-1c. "

8. A taxpayer’s distributive :shareb of partnership in- v

come or loss shall not be taken into account in determin-
ing a taxpayer’s net proﬁts from -business; regardless of
the character of the partnership’s activities. For rules

_ governing the taxation of income .derived by ‘a taxpayer

from a partnersh1p, see N.J. A C ]8 35-1.14.

(© A taxpayer s net proflts from bus1ness shall be' deter- -
~mined by taking into account all costs and expenses incurred

. in the conduct thereof, except no deduction shall be, allowed
for taxes based on income; any civil, civil administrative or
~criminal penalty or. fine assessed and collected for a' viola-

tion of a state or Federal envi_ronmental law, or any other -

- assessment described in N.J.S.A. 54A:5-1b(2); or any treble
damages paid pursuant to N.J.S.A. 58:10-23:11fa. No de-
duction shall be allowed for any expense or loss which is not
incurred in the ordinary course of- the conduct ‘of the
. taxpayer’s trade or business. :

‘Supp. 3-2-98

T

(d) A taxpayer’s net profits from business shall be deter-

mined in accordance with the method of accounting utilized

in reportlng the taxpayers business income or loss for

Federal income tax purposes. .
1. A taxpayer’s nét profits from business shall be

* determined by including any income which is subject to
_tax under the Gross Income Tax Act but which-is exempt
- from Federal income taxation -(for example; interest on
.non-New Jersey municipal obligations) and by excluding
any income which is exempt from tax under the Gross
Income Tax Act but which is subject to Federal income

taxation . (for example, interest or gains attributable to -

obligations described in N.J.S.A. 54A:6-14).

2. A taxpayers ‘net .. profits from business shall' be -
determined by taking into account expenses. or losses .

incurred in the conduct of the taxpayer s trade or business
which are properly deductible in - accordance with the
~ taxpayer’s method of (accounting, even if such deductions
relate to. expenses.incurred in earning business income
.exempt from taxation under the Gross Income Tax Act,
or expenses which are partly or wholly nondeductible for

Federal income tax purposes.under:rules which limit the .
deductibility of particular business expenses under the

Internal Revenue Code. For example, meal and enter-
‘tainment expenses which constitute ordinary and neces-
sary expenses incurred in the conduct:of-a trade or
- business are fully deductible in determining a taxpayer’s
net profits from business for Gross Income Tax purposes.

(e) In the case of a taxpayer who is engaged in more than/
one trade or business, the taxpayer’s net profits from busi-
ness shall be determined by taking into account the income,

. profits, expenses and losses of all such activities on a net

consolldated basis.

New Rule,=R.1994 d.110, effective March 7, 1994. -
“See: 25 N.J.R,677(a), 26 N.J.R'. 1241(b).
. o . . . '/ ’ . . ‘|
"Case Notes !
Proposed amendment to ‘tax regulations governing’ operatmg loss
carryovers was not long-standing practical administrative construction
of Gross Income Tax Act in which Legislature had acquiesced, so as to

warrant judicial deference Marrinan v. Stat_e, 17 N.J.Tax 47 (N.J.Tax
1997). :

Costs, expenses, or losses that are paid or inciurred in ordmary course.
of business are  deductible against business ‘income, even if items
deducted arise only infrequently.. Sabino .v. Director, Division of
Taxat1on, 17 N. J Tax 29 (N.J. Tax 1997).

\ 18:35—1.26 Combat zone; extension of time to file and payv

“'(a) Members of the Armed Forces of the United States

- and civilians ‘providing support to the' Armed Forces who
‘are serving in a designated combat zone or were hospital-

“ized outside the United States as a result of an injury

~ received . while serving in“a combat zone are granted an

extension of time for ﬁhng individual income tax returns

- and paying tax for the period of combat service or hospital-

35-26

ization, plus 180 days.'  This ‘extension is “also.granted to

- such a taxpayer’s spouse who files jointly. - No - penalty,
interest or addition to tax will be assessed for laté filing or -
late payment of the. tax pursuant to this subsection (a).

N

Next Page is 35-26.1
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(b) Taxpayers who file individual income tax returns and  granted pursuant to (a) above. The Director may request
pay gross income tax late should attach a statement to the  supporting information. :
return which indicates their qualification for the tax relief -

Next Page is 35-27 ‘ c 35-26.1 | ‘ Supp. 3-2-98
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Emergency New Rule, R 1991 d.166, effective February 27, 1991 (Ex-
pires April 28, 1991)..
See: 23 N.J.R. 908(a).
Adopted Concurrent’ Proposal R.1991 d.273, effective June 3, 1991.
See: 23 N.J.R. 908(a), 23 N.J.R. 1806(a). )
Provisions of -emergency new rule R.1991 d.166 readopted without
change. .

i

18:35—1.27 Interest on cverpayments

(a) Interest will be paid on an overpayment of gross
income tax which has not been refunded six months and one
day after the later of:

1. The last date for filing a gross income tax return as

prescribed by statute or permitted by an approved apph—
cation for extension of time to file; or ‘

2. The date the return, Whether originval or amended,
requesting the refund i is actually filed. :

(b) Interest paid pursuant to (a) above on refunds wh1ch
* are claimed prior to July 1, 1993, and paid by the Division

of Taxation prior to July 1, 1993, shall be calculated at the

rate of six percent per annum.

(c) Interest paid pursuant to (a)-above on refunds which
are claimed prior to July 1, 1993, and paid by the Division
of Taxation after June 30, 1993, shall be calculated at the
rate of six percent per annum up until June 30, 1993. Any
interest accruing to the taxpayer after that daté will be
calculated on the total amount due on June 30, 1993, at the
rate determined by the Director to be equal to the prime
rate pursuant to N.J.S.A. 54:48-2.

(d) Interest paid pursuant to (a) above on refunds which
are claimed after June 30,1993 shall be calculated at the
rate determined by the Director to be equal to the prime
rate pursuant.to N.J.S.A. 54:48-2. ’ !

(¢) When interest is to be paid pursuant to (a) above, it
will be calculated beginning from one day after the later of
the last date for filing a gross income tax return 'as pre-
scribed by statute or permitted by an approved application
for extension of time to file, or the date the return, whether

original or amended, requesting the refund is ac,td‘ally filed.

Interest will continue to accrue to a date (to be determined

by the Director) preceding the date of the refund check by

not more than 30 days.

(f) An overpayment of gross‘ income tax is deemed to
occur on the last date for filing a-gross income tax return, as

prescribed by statute or permitted by an approved applica-

tion for extension of time to file, or on the date the return,
whether original or amended, requesting the refund is actu-
ally filed.

(g) No interest will be paid on any dyerpayment of gross
income tax refunded within six months of the dates indicat-
ed in (a)l and (a)2, above.

35-27

18:35-1.29
(h) For the purposes of this section, a gross income tax

return is not considered to be filed unless and until it

contains sufficient required information to permit the math-

ematical verification of tax liability and the resulting over-

payment 'shown on the return. All required schedules and
attachments must be submitted in order for the return to be
deemed filed.- - J

@) This section shall take effect immediately and apply to
all tax years beginning after December 31, 1990, as well as
any other returny filed (within the applicable statute of
limitations) after Aprll 15, 1992 which results in an overpay-
ment

New Rule R.1994 d.133, effectlve March 21, ]994 » -
See 26 N JR. 112(4) 26 N.J. R ]372(b) .

18: 35-1. .28 = Commuter transportatlon benefits reportmg by
employer

(a) Pursuant to N.J.S.A. 54A:7-2, an employer shall pro-
vide .an employee with a written statement as prescribed by
the Director in (b) below showing the cost of commuter
transportation benefits paid by the employer to the employ-

. -Should said benefits exceed the amount of $720.00 for
the taxable year beginning on or after’' January 1, 1993, but
before January 1, 1994, then the amount received by the .
employee in excess of $720.00 shall be includable in gross
income-of the employee. For taxable years following there-
after, the Director shall adjust the limit, rounded down to

_ the nearest $5.00, in proportion to the change in the average
" consumer price index for all urban consumers in the New

York and northeastern New Jersey and the Philadelphia

“areas, as reported by the United States Department. of

Labor, from calendar year 1993 to the calendar year ending
before the taxable year. Notice of the ‘adjusted limit shall ,
be published in the New Jersey Register.. Amounts received '
by the employee not exceeding $720.00 shall not be included

in the employee S gross income.

(b) The written statement required to-be prov1ded by the

~ employer to the employee as set forth in (a) above may be
set forth on a W-2 form or other _written information

statement showing the amount of such benefits.

New Rule, R. 1995 d.19, effective January, 3, 1995.

See: 26 NJ.R. 4173(a), 27 N.J.R. 143(a).

Public'Notice: Commuter transportation beneflt limit for 1995.
See: 27 N.J.R..4737(a). :
Public Notice: Commuter transportation beneflt limit for 1995.

© See: 28 N.J.R. 2639(a).

Public Notice: Commuter transportation benefit limit for 1996.
See: 28 N.J.R.'5510(a).

‘Public Notice: Commuter transportatlon benefit limit for 1996.

See: 29 N.J.R. 813(c).

18:35—1.29 Compensation received by nonresident
= professional athletes

'(a) The New. Jersey source income of a nonresxdent
individual who is a member of a professional athletic team
includes that portion of such individual’s total compensation

. for services rendered as'a member of a professional athletic

- Supp. 3-3-97
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. team durrng the taxable year which the number of duty days' "

"".-(_spent within New: Jersey rendering services for the team in -
- any: manner ~during - ‘the taxable year bears. to -the: total'" B
- number of duty days spent both wrthrn and wrtho‘ N,ew,, B
- QJersey dunng the taxable year : St

'.(b) For purposes of thrs sectron o

S “Professronal athletic team mcludes but is not' ‘
R lunrted to, any: professronal baseball\ basketball football o
o ,;,_v,_ soccer or. hockey team : .

2. “Member of a professronal athletrc team ln\cludes\ _'
. ’_those employees ‘who ‘are active players, players on the '
~" disabled list.and any- other persons- requrred to travel and

“'who “do- travel with- and perform ‘services on behalf ofa -
n. : Thrs in-
“cludes: "but is. not hmrted to coaches managers and_

‘ 'professronal -athletic team on a- regular basis. .

. ’_trarners

begmnmg of the professional athletic: team’s official pre-

\season trammg penod through the last. game in which’ the_"".v =

team competes or is scheduled to compete

B Duty days shall also mclude days ‘on whrch a.
i ,member of a professronal athletic team- renders a ser-

' vice to a team on a date which does not fall within the -
perrod descnbed in' this paragraph (for example, partic:

“ipation in “instructional leagues,  the “Pro* “‘Bowl” or " -

- - promotional caravans). Rendermg a- servrce includes.
.- conducting training . and. rehabilitation activities, - but :
e only if conducted at the facrhtres of the. team ' i

- i, Included wrthrn duty days shall be game days »i'

. practrce days,’ days spent at team meetmgs, promotronal
- . .caravans and pre-season training camps, and ‘days
~~ served with the team-through all post-season games m'_' ‘j
' v.whrch the team competes or. 1s scheduled to compete o

i For any person who ]oms ‘a team durmg thei%_-“

B person joins ‘the team. 'For' any- person who leaves a’

_ team during the season, total duty days ‘shall end" on the e
day such person: ‘leaves the. team. When a person
. “switches. teams during a ‘taxable year, a separate duty - .
o day calculation shall be made for the perrod such‘;' )

e person was wrth each team. - :

iV, Days for whrch a member of a professronal athlet-.f

- v vices.for the:team in any manner; 1ncludmg days when"
- ‘such member of a professional athletic team has been

N R

| Swpp. 3397

: :Duty days” means except as provrded m (b)3m and, _ ""
v below, all days including the taxable year from ‘the

s f’season total duty . days shall: begm on. the* day ‘such-

';' for a game.
ic team is-not compensated ‘and 'is not_ rendering ser-,'l_j 4

‘ suspended without pay.and prohibited from performing S J'
" any services for the team, shall not be treated as. duty o
' days :

e New & ersey

V. Days for whrch a- member of a professronal'athlet- St

“ic teamis .on the disabled list and does not. conduct_.gi{f

rehabrhtatron actrvrtres at facrhtres of the team shall n
" be considered duty days spent in New Jersey

Howev-f" ‘

‘er, all days that a team  member i is on the’ disabled st L

are considered to be included in total duty days spent o S
wrthm and wrthout N ew J ersey. ‘ : y

i Travel days whrch mvolve a game, requrred prac-
tice, meetrng or.: other service in" this State -shall be
~ considered duty days spent-in New Jersey ‘Travel days
- that: do_not involve either a'game, practice, team meet- |
~ing, promotional caravan or other similar team event in.
~ this ‘State shall. not. be considered .duty days ‘spent m'.jg‘
“New Jersey However such travel’ ‘days shall be includ- -
~ed. in, total duty days spent wrthrn and wrthout New. .

- Je ersey

A’s contract for such team requrres Ato report to the

- team’s trarnrng camp and to partrcrpate in all exhibition, -

regular season, and" playoff games. -
N “contract whrch covers . seasons. that” occur - durrng ‘year -
l/year 2 and year: 2/year 3. :Player A’s. contract pro-- ..
- vides that’ A Teceive. $500 000 for the - year l/year 2
season and _$600, OOO ‘for the year: 2/ye, r 3. season;

Assumrng Player A recerves $550,000 from such cor
" tract-during. taxable year 2. ($250, 000 for one-half the

' year Ifyear 2 season and $300,000. for one- half the year

- vu The provrsrons of thrs paragraph can be ﬂlustrat-‘:"
ed by the followmg examples T : : -

Example 1 »’Player A, a mem ber of a professronal»;}-
= athletic team, is'a- nonresrdent of New Jersey. Player -

Player A has a‘»}“l

" 2/year. 3 season) the portron of such compensatronv s

. received by Player A for taxable’ year 2, attributable to - -‘:’ ‘
o New Jersey, is determined: by multiplying the compen- .~ '
“‘'sation ‘Player A receives ‘during the ‘taxable year -

($550 000) by a fraction, the numerator of which is that - =~ -
~ total. number-.of duty-‘ days Player A spends renderrng}
services for the team'in- New Jersey during taxable year .
2 (attnbutable to both the year 1/year 2 season and the .

year

- year 2/year 3:season) and’ the denominator of which is’; ~ -
“the: total number ‘of Player A’s duty days spent ‘both = . 5
wrthm and\w1thout New Jersey for the entrre taxable Sl

Example 2: Player B a member of a professronal",k_ R
athletrc team, isa nonresrdent of New Jersey. During

- the season, B-is mjured and is unable to render: services: R
~for B’s team." ‘While Bis undergorng medical treatment

“lata clinic in New Jersey, B’s team travels to New Jersey T
The ‘number of days B’s team spends in

- New: Jersey-for practrce, games and meetmgs while Bis~ -

~present - at: such clinic “in New Jersey shall. ‘not bei;

~considered: duty days spent in: New Jersey for Player B .
" for that tax ‘year, but such: days are consrderedto e,f\__“., ;

included w1th1n total duty days spent wrthrn and ‘with

. 'Next Page is 35281
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Example 3: Player C, a member of a professional -

athletic team, is a nonresident of New Jersey. During
the season, C is injured and is unable to render services
for C’s team. C performs rehabilitation exercises at the
facilities of C’s team in New Jersey as well as at
personal facilities.in New Jersey. The days C performs
rehabilitation exercises in the facilities of C’s team are
considered duty days spent in New Jersey for Player C
for that tax year for purposes.of this section. However,
days Player C spends in private facilities in New Jersey
shall not be considered duty days spent in New Jersey
for Player C for that tax year, but such days are
included within total duty days spent within and without
New Jersey.

Example 4: Player D, a member of a professional
athletic team, is a nonresident of New Jersey. During
the season, D travels to New Jersey to participate in the
annual all-star game as a representative of D’s team.
The number of days D spends in New Jersey for
practice, the game, meetings, and other services for the
team, shall be considered duty days spent in New Jersey
for Player D for that tax year, das well as included in
total duty days ‘spent ‘within and without New Jersey.

Example 5: Assume the same facts as given in
Example 4, except that Player D is not participating in

the all-star game and is not rendering services for D’s

team in any manner. Player D is traveling to and
attending such game solely as a spectator. The number

of .days Player D spends in New Jersey for such game
shall not be considered duty days spent in New Jersey.

. However, because the all-star game occurs during the
" regular season, such days are incliuded in total duty days

" spent both within and without New Jersey.
) . )

Example 6: A nonresident member of a New Jersey
professional athletic team has a season beginning with
training camp on July 1, 1995. The season ends with
the last regular season game on December 24, 1995. If

the season. is extended by playoff games after Decem--

- ber 31, 1995 the additional duty days during calendar
year 1996 will be duty days within and without New
Jersey for the 1996 tax year.

4.“Total compensation for services rendered as a
member of a professional athletic team” means:

i. The total compensation received during the taxable
year for services rendered: -

(1) From the beginning of the official pre-season

- training period through the last game in which the

team competes or is scheduled to compete during
that taxable year; and ’

(2) During the taxable year, on a date which does
not fall within the period described in (b)4i(1) above
(for example, participation in instructional leagues,
the “Pro Bowl” or promotional caravans).

35-28.1

ii. Total compensation shall include, but is not limit- '
ed to, salaries, wages, bonuses (as described in (b)4iv
below) and any other type of compensation paid during
the taxable year to a member of a professional athletic
team for services performed in that year.

iii. Total compensation shall not include strike bene-
fits, severance pay, termination pay, contract or option
year buy-out payments, expansion or relocation pay- .
ments, or any other payments not related to services
rendered for the team.

iv. For purposes of (b)4ii above, “bonuses” to be
included in “total compensation for services rendered
as a‘member of a professional athletic team™ subject to
the apportionn\wnt described in (a) above are:

(1) Bonuses earned as a result of play (that is,
performance bonuses) during the season, including
bonuses paid for championship, playoff or “bowl”
_games played by a team, or for selection to all-star
league or othe:'honorary positions; and

(2) -‘Bonuses paid for signing a contract, unless all
of the following conditions are met:

(A) The payment of the signing bonus is not
conditional upon the signer playing any games for
the team, or performing any subsequent services
for the team, or even making the team;

(B) The signing bonus s payable separately
from the salary and any other compensation; and

(C) The signing bonus is nonrefundable.

(c) This section is designed to apportion to New Jersey,
in a fair'and equitable manner, the total compensation of a
nonresident member of a professional athletic team for
services rendered as a member of a. professional athletic
team. It is presumed that application of the foregoing
provisions of this section will result in a fair and equitable
apportionment of such compensation. Where. it is demon-
strated that the method provided under this section does not
fairly and equitably apportion such compensation, the Divi-
sion of Taxation may require such member of a professional
athletic team_to apportion such compensation under such
method as the Division prescribes, provided that the pre-
scribed method results in ‘a fair and equitable apportion-
ment. A nonresident member of professional athletic team -
who demonstrates that the method provided under this
section does not fairly and equitably apportion such com-
pensation may submit a proposal for an alternative method
to apportion such compensation. If approved, the proposed
method must be fully explained in a rider attached to the

“athlete’s nonresident gross income tax return.

(d) This section shall take effect immediately upon adop-
tion and shall apply to all tax years beginning on or after
January 1, 1995. '

New Rule, R.1996 d.332, effeg:tive July ]5,. 1996.

Supp. 3-3-97
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118 35—1 30 Composrte returns fo . onresrdents

- (a) A general partnershlp, a hmtted partnersh1p, a hmrted:

: habrlrty partnershlp (LLP) a. hrmted habrllty company
© (LLO), a New Jersey- electing S corporatron, an -estate,
. trust, ora professronal athletic team (as defined i in NJAC.

. 18:35-1.29) domg busmess or. conductmg actlvmes in’ New;':
SR ’,.Jersey or .Having income derrved from ‘or connected ‘with:
- _sources within New Jersey may file-a composrte New Jersey .

. Nonresident gross income tax return (Form NJ—1080—C) on = -

, fbehalf of its qualified nonresrdent rndlvrdual partners, mem-- -

~ - bers, shareholders, or beneﬁcrarres -as the case may be who l

. ) elect to ﬁle such return.

referred toas the “frlmg enuty

(b) A qualrfred nonresrdent mdrvrdual is one who elects
. to participate in the composrte return and satlsfres all of the

‘ ".followmg COI'ldlthl’lS

R

1. The 1nd1v1dual was a nonre51dent for the entlre'f‘
[ - the ‘qualified electlng nonresident partrcrpants

- sion of time to file will be granted ona composrte basis only
“.and " shall ‘be requested in- accordance with N.J.A.C.-
118:35-1.18. ‘The request shall be made on ‘Form NJ=630
- ‘and shall be made under the fllmg ent1ty s Federal 1dent1f1-
*,catron number ‘ B

taxableyear ’ ».\ . L IR

- 2. The mdrvrdual did" not maintain ‘a permanent placew.k.‘ ‘
lfof abode in New Jersey at\ any tune durmg the taxable.. :

f-‘year N »
,/. “‘,

3. The mdrvrdual was not a f1scal year frler

S reported on: thrs or any other compos1te return . .

, year and
o |

6. The 1nd1v1dual elects to be mcluded ina compos1te
R return by completmg and dehvermg to the filing entity a.  _income tax rate in effect for smgle taxpayers for the tax year .- -
o ‘»_Form NJ-1080-E. (Electlon to-be 1ncluded ina Co/mposrte,_.

-+ Return), or a form. substantially similar thereto, prior: to’

- -the filing of the composrte return by the flhng ent1ty,

o accordance with the followmg

i Such electlon shall be made annu: ly, P

. administrators;

111" Such election shall be an express consent to
. personal- jurisdiction . in New. Jersey for New Jersey_ e

personal income tax purposes and L

1, Any entrty whrch frles a composrte return on behalf
“of its qualified nonresident 1nd1v1dual members shall be - '1pate in the composite réturn because they do not satisfy all- -
© of the: requlrements of . (b): above -or who do not wish to .

_ participate in 'the' composite return, shall file” a .Form. -

4 The mdrvrdual d1d not have mcome denved from or
- connected with' New Jersey sources other than the.i moome o

ossa82
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_ v, A qualrfred electmg nonres1dent partrcrpant shall
. not revoke an-election to-be’ mcluded in the composrte

o _return ‘or make an’ electron to" be mcluded i the

“i"compos1te return after Apnl 15 followmg the close of

. (c) Each‘_' frlmg‘ entrty shall retarn the completed and

 signed ‘election forms (Form NJ—1080—E) submitted by the
~ qualified electrng nonresident partrcrpants
shall be made avarlable to. the D1v1sron of Taxatron upon

. request ’ Tk e : B

Such forms

(e) Nonresrdent mdrvrduals {vho are not ehglble to partrc

NJ—1040NR reﬂectlng theit"] 1ncome from all sources, as well

as from New Jersey source o

(f) The composue return shall be due on. the 15th day of

e the fourth month. followmg the close of the taxable year of
- An exten-:

(g) If the fllmg entlty has frled a- composrte return prevr-

- ously and the amount which the filing. entity estimates to be.
‘the total i 1ncome tax lrabrhty for the composite return for the =~ .
- current"tax year exceeds $100 00, the filing entity shall filea™ ~ -

_ o ,»declaratron/ of. estrmated tax and shall make quarterly esti-
5.’ The mdlvrdual ‘waives the rrght to clarm any New‘;'

_'b"..» Jersey personal exemptron credit ‘or deductron and' agrees
* <"to have ‘the tax calculated drrectly on-‘such income at: the. "
hrghest tax rate in: effect for smgle taxpayers for the tax '

mated ‘tax payments in accordance ‘with NLJ.S.A. 54A:8-4

:and 54A:8-5, using Form 1040-ES. * Credit shall. not be

given on the composrte return for 1nd1v1dual estimated tax -
payments made by, or-on behalf of, any of the quahfred

electmg nonresrdent partrcrpants o j e

(h) The tax due, hall be calculated using the hrghest gross

~for: ‘which the compos1te return is bemg filed, wrthout bene- N
e _f1t of personal exemptrons, deductrons or credlts

S (1) The: frlmg of a composrte return shall be consrdered to
-~ be'a group-of separate returns meetmg the individual filing .
R requlrements for‘each qualified ¢lecting. nonresrdent partici- g

v ‘ -~ pant as- 1mposed by the Gross Income Tax Act
v L Such electlon shall be bmdmg on the partrcrpant 2 ‘ , : S

heirs, representatrves, assrgns successors executors and‘"_-"’{

NJSA
54A1 letseq

1. Each quahﬁed electmg nonre51dent partrcrpant shall
" be personally liable -for the timely fllmg of returns; -and -
payment of such- mdlvrdual’s llablhty, mcIudmg, :but not
limited to, any. assessment resultrng from an- audrt of the
'composrte return ‘ : o

(d) An mdrvrdual{"may partrcrpate in more than one New ; :
~ Jersey gross. income " tax composite return,. provrdrng the [
': ‘_requlrernents of (b)l through 6 above are sat1sf1ed IR

Q
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2. Each »vquali.fived :ele'ctingl' »nonresident 'p‘articipant

adopts the statements contained in-the filed ‘composite -
return relating to ‘the filing entrty and to him'or herself
* (but not as to statements made on the composrte return

relating solely to other partrcrpants) and shall take, under. -

penalty of perjury, full responsibility for the truth of the
,statements contarned in the filed composrte return '

3 Each qualrfred electrng nonresrdent partrcrpant
adopts, as his or her own, any actions, of the frllng entity

that’ may affect the composrte return, 1ncludmg, but not .

- limited to, a waiver of the statute of limitations for

assessment or. any decrsron to accept the results of an . .

audrt by the Drvrsron

4. The Drrector retains the rrght to requrre the frhng of
" an individual New Jersey Nonresident Gross Income Tax -

Return (Form NJ—1040NR) by any individual who “partici-

pates in a-composite return, when the Director deems

that the filing of a separate return is necessary to acquire

complete facts and information, or to enforce the provr-'

“sions of the Gross Income Tax Act

- G) Each composrte return shall mclude the followmg, for

' each quahﬁed electmg nonresrdent partrcrpant

1. The.partrcrpant S name and address,, '

2. The"par'ticipantts social security number'

3. The partrcrpant’s share of -income derrved from or

- connected w1th New J ersey sources;

: 4 The New Jersey gross income tax attributable to the -

participant’s share of income derived from or connected
with New Ji ersey source; and

S5 A copy .of the followrng

:v i. Schedule NJ-K-1, Form NJ—-1065 if the frlrng enti-’ A
tyis a partnershrp, lrmrted liability company or hmrted g

. liability partnershrp, »

| ii. Schedule NJ K-1, Form CBT—1OOS 1f the filing
entrty isa New Jersey electmg S corporatlon ’

il Schedule K—l Fedetal Form 1041, if the frlrng ’

entrty is a'trust or estate; or

N

v, Form W—2 1f the- frlrng entity is a professional

athletrc team.

(k) Each return shall mclude the names, addresses and

social security numbers of all members of the frhng entity

who are not mcluded in the composrte return

e T e 35283

A

(l ) Any composrte return whrch is filed on behalf of 25 or-

- more partrcrpants shall ‘be filed on drskette or. \by usmg
: magnetrc media, »

: (m) The composite New J ersey Nonresident gross income
tax return (Form NJ-1080—C) shall be. srgned by: -

1. The tax matters partner if the filing entrty is’ a.
general partnership, a limited’ partnershrp, or-a lrmrted
lrabrhty partnershrp,

! 2 An offrcer of the corporatron if the frlmg entlty isan
°S corporatron _ e

3 The executor or admrnrstrator rf the frlrng entrty is -
anestate - 2 R
4. A trustee; 1f the filing entity is a trust'
- S An authorrzed member, 1f the frlrng entrty s a: :
lrmrted lrabrhty cornpany, or. : :

6. If the frhng entrty isa professronal athletrc team the

“ return shall ‘be signed. as required. in (m)l through 5

above dependrng on the entrty type of the team.

(n): If after the final composrte return has been filed, a

‘qualified, electing, nonresident partrcrpant discovers income

derived from or connected with New Jersey sources other

= than from the filing entity, such participant.- shall file a )
. 'Nonresrdent New Jersey Gross Income Tax Return (Form k

NJ—1040NR) which-includes all income- derived ‘from New
Jersey sources (mcludrng the share of mcome reported on

the composrte return)

1. The participant’s Form NJ-1040NR shall include a .
schedule - indicating. the name of the filing entity(s) for -

© which the participant was included in a composite return,

and showing the. amount of income included on the
. participant’s behalf for each composrte return and the tax
pard thereon ]

2. Such partrcrpant shall be entitled to a credrt on the
~ Form NJ-1040NR for the gross income tax paid on behalf-

“:of -such participant on' the composrte return (Form ’
'NJ—1080—C) '

' (o) For members of general and hmrted partnershrps and

f‘professronal athletic teams. this. rule shall apply to all* tax
~ years beginning on or after January- 1,-1995. For members

of New Jersey electing S' corporations, limited liability part-
nerships, limited liability companies; and -estates and trusts

:  this rule- shall apply- to- all tax years begrnmng on or after
'Januaryl 1996 : o

. ‘,New Rule, R.1997 d 93 effectrve March 3 1997

“Supp. 3-3-97
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' DEPT. or TREASURY—TAXATION:_

LSee 28 NJR l6()8(a), 29NJR 807(a)

- ‘SUBCHAPTER 2 SETOFF OF INDIVIDUAL
' LIABILITY DR

: ._i 18: 35—2 1. Purpose ;

» "The purpose of this subchapter is to estabhsh a pohcy and‘
. to provide a system whereby any. claimant agency or institu- -

- tion of the State of New. Jersey in conjunctron with the "ipald pursuant to. the “New. Jersey Gross TIncome T ; Act”"?

. (NJSA. 54A:1- 1etseq)

-As amended R.1984 d 62, effectlve March 19 1984
See: 15 NJ.R. 2031(a); 16NJR 556(a).:. - ;
: 4 Pef:inmon of “Debtor flle o “50 00” changed to “$25 00”
- delete

- Division of Taxation shall” cooperate in 1dent1fymg debtors
. who owe money to the State through its various agencies or
- “institutions and who shall be entitled to any refund of Gross

Income Taxes or to a Homestead Rebate from the Division -
. ‘It is also the intent of this subchapter to -
' ,.restabhsh procedures for setting off agamst any such. refund -
: “The
- procedures contained in this’ subchapter are’ designed to
comply with N.J.S.A.°54:50-8 -and .N.J.S.A. 54:50-9; the -
: g,»confrdentrahty provisions: of the State Tax Uniform Proce- -~
" dure Law.  They also afford the taxpayer opportumty to
- assert any other legal nghts he may have prror to fmal:‘

* of Taxation.

' or rebate the sum of any debt ‘owed to the’ ‘State. -

setoff

18°35—2.2 Definitions G

- \agency or:institution of the State Government."

, Secretary of State’s Office and avarlable therefrom

N ' “Consohdated Debtor Flle” means the consohdated llSt-‘ -
i mg of all- debts owed the State - as derrved from the debtor'

flles of each partrcrpatmg State agency

- regardless of whether /there is’ an outstandmg Judgment for;_‘

© that:sum.

o “Debtor” means any, mdrvrdual owmg money to or. havmg} e
S a delmquent account ‘with any claimant agency or institution -

. which obligation- has not been ad]udlcated satisfied by court-
o order set asrde by court order or dlscharged in bankruptcy L

“Debtor frle” means a lrst of hqurdated :

'threshold amount is subject to" change in future years by the
. ‘Division’ of ‘Taxation based upon experience.

the Division may require in order to setoff with the begin-

-ning of the refund cycle in February One update of this. -
file will -be permltted per agency pnor to the homestead'

’ _rebate cycle in June . P

R

o ‘._S"up.p- 3‘_:43.-9'7f -

counts’ for -
' _whrch the clalmant agency has exhausted its collection meth--
A ‘minimum- of $25.00 for total debts per md1v1dual’ .
o per claimant agency or institution will be established. This

~Accounts’
~“involving: more. than one debtor must be" broken down

‘individually, and the debt allocated to each individual by a =~
claimant .agency.. The list must be supplied on magnetrc,’n'
- -tape, punched cards, or other-input- media_as approved by .
“the Division of Taxation and contain_ such information as .-
“’agency ot institution for investigation, and the- refund/rebate .
check is released to the taxpayer. The claimant; agency may.
" resubmit the account at such time of updatmg the: debtor
. _frle as the D1v1sron may dlrect Tl e I Ty

e “D1v1sron means the New Jersey DlVlSlOl‘l of Taxatron"

B Departrnent of Treasury

: v18 35—2 3 Procedure for seto &

'-_*debt through setoff shall notify
supply the Division with'a debtor file containing 1nformatron; ‘
- necessary ‘to identify. thedebtor whose refund -or rebate is-

: “Net- proceeds collected” rneans gross oceeds colle_cted

. ,through final setoff -against a debtor’s refund or ebate - =
-+ ‘minus any-collection fee" charged by the D1V1s1on to. '
. for any expenses of the. collectron effort .

“Rebate” ‘means ‘a homestead property tax rebate ursu-/f} N g
anttoPL 1990 c61(NJSA 544—857etseq) :

' “Refund” means a- refund of- an overpayment of taxesw e

119”_82'“' :

Amended by R.1994 d.147, effective. March 21, 1994 ' T
See 26 N.JR. 5454(a) 26 NJ R 1373(&) o BSOS

~(a) A claimant ‘agency seeking’ to attempt collectlon of a ‘7
¢ Division in writing and -

. ,,»'sought to -be setoff. . Notrflcatron to’ the Drvrsron and ‘the S
" furnishing of 1dent1fy1ng information must occur on or be-, RN

_“Claimant agency or institution™ means and mcludes any fore . date sp eClﬁed by the Dmsron

Although
- not necessarily limited thereto, a convenient organizational may  also’contain liquidated debt information for every -
- summary may be found in the current State’ ‘of New Jersey,

~ Official Dlrectory, published annually by the New Jersey.i

“"(b) Wrth pnor approval of the Divisio ,the debtor fde

alleged debtor listed ‘on ‘the file, prov1ded that the debtor -~ -

+file is- accompamed by a certlflcatlon of all debts lrsted 0

 “Debt”. means any liquidated sum- due and.. owmg any. 18 35"24 MatChlﬂg

- claimant-agency which has accrued through contract; subro-
‘gation; tort, operation of law, or any- other legal theory':

As amended R. 1982 d 479, effectlve January 3 1983
Seer 14 N.J. R 705(b) 15 N J. R. 37(b)

the debtor flle

Added (b)

(2) Upon timely recelpt of notlflcatrons and debtor frles-f,"_ .

'from participating claimant agencies, the Division will make ‘-

continual comparisons of the consolidated: debtor file with . -

- the Refund file and with the Rebate file. ,
" match will result from' a matchmg of two sets of identifica- =

tion- information.
_ Income Tax and ‘Homestead Rebate systems: by placmor a

‘A complete

A -comiplete match -affects the Gross =

- hold code in the- taxpayer s account which prevents a refund -~

 for 15 days
-“claimant agency may make a review of the relevant 1dent1f1-'
cation information to" détermineif the. mcomplete match is

) or rebate check from bemg sent out untrl 1n1t1al certlﬁcatron i_':

- (by A partlal match occurs from an mcomplete match of
the “identification information - used ‘and it results. in ‘the
placmg of the taxpayer’s account on a contmgent hold status - .~
During that_ perrod the Division and the -

the result of a clerical, transcnptron or ‘other error.  If that
is*the case, the contingent hold™ code is. removed ‘the

-account is placed on hold, and is treated as a completew,: o

~match. Ifa reconciliation: of the. identification information -

PEo

cannot be made, the account is returned to the claimant =

[
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(c) When a taxpayer requests a refund or rebate and that

taxpayer has been identified through a compléte match as -
-an alleged debtor to a claimant agency, the Division does

not have liquidated debt information on the debtor file, a
three-part card will be sent to the claimant agency. Return
of the proper card(s) to the division would -certify the

accuracy of the liquidated debt, advise whether the amount

had been subsequently paid, and/or advise: whether or not

the doctor has requested a hearing or appeal in the matter ‘

(d) When a taxpayer requests a refund or rebate and: that ‘

taxpayer has been identified through a complete match as
an alleged debtor to a claimant agency, and the Division has

~- liquidated debt information on the debtor file, the Division

will generate a notice to. the taxpayer in- accordance with
N.J.A.C. 18:35-2.5 and will also generate a two-part card to

. the agency. Return of the proper card(s) to the Division

would advise whether the amount has been subsequently
paid, and/or advise whether or not the debtor has requested

~ a hearing or appeal in the matter.

As amended, R 1982 d. 479 effectrve January 3, 1983
See: 14 N.JLR. 705(b), 15 N.J.R. 37(b).
Added first line to (c) and added (d)

18: 35—2 5 Notice to taxpayer .

Within 10 days after identification of a potential refund or

rebate due the taxpayer and receipt of certified liquidated
debt mformatron from the claimant agency, whichever is:

later, the Division shall ‘notify the alleged debtor of the

- proposed setoff and inform the alleged debtor of the right -
_to make a timely request to the claimant agency for admmrs-f
trative resolution or for a hearmg on the alleged debt and :

" the proposed setoff .

As amended, R. 1982 d. 479 effectrve January 3, 1983
See: 14 N.J.R..705(b), 15 N.J.R. 37(b). -
Added “identification of a potennal refund .

agency”.

18:35-2.6 Admlmstratwe resolutron' claimant agency
proceedmgs o

(2) No later than 45 days from the date of the D1v1s1on s
notice to the alleged -debtor, of the proposed setoff, the
claimant agency shall notify the Division of any request by

" the alleged debtor for administrative resolution or for a -

hearing or of the satisfaction of the alleged debt.. Such

, mformatron shall allow the Division to o

'1. Mamtam the account on a hold status 1f an admm-

1strat1ve resolutron or a hearing has been requested .

2. Set off the alleged debt from the refund or rebate-

where the alleged debtor does not respond to the notice
provided pursuant to N.J.A.C. 18: 35—2 5 within 35 days of
the notice date; or .

3. Release the refund or rebate check to the debtor if’

- the debt has been satrsfred

. from ‘the claimant

: have been previously litigated.

3529

(b) Upon wntten request of the clarmant agency, the
- Division shall extend the hold status of an affected check
“until a final decision by the .claimant agency in order to
accommodate the hearmg process, where

1. The Division has been notlfred that admlmstratrve
_resolution or’'a hearlng has been requested pursuant to

= - (a1 above, and

2. Where a 30 day admmrstratrve resolutron perrod‘ -,
'prov1ded pursuant to N.JA.C. 1:1-5.4(b) has failed to -

resultina final agreement ‘The period for administrative

resolution shall commence ‘upon receipt by the claimant
‘agency of a trmely request for administrative resolutron or .
fora heanng : : :

(c) After frve days of the close of the period for adminis- .
trative resolution, the Division shall automatically release
the affected refund or rebate check unless notrfred in wrrtmg

. by the claimant agency that:

1. Admmrstratrve resolutron of the matter has been

" accomplished pursuant to N.J. A.C. 1:1-5.4(a) and the
~ agency has certified to the Division that the debtor has

acknowledged the validity. of the debt and setoff or

2 The claimant’ agency has- transmitted the matter as
" a contested case to the Office: of Administrative Law
_pursuant_ to N.JS.A. 52:14B-1 et seq. and NJSA.

'52:14F-1 et seq and the Division has been notrfred of the
: docket number of the proceedmg -

18: 35—2 7 Agency procedure, admlmstratlve resolutron,
hearmg : :

(a) When an alleged debtor rnakes a tunely request for
admrmstrattve resolution for a hearing, the claimant. agencyY
shall initiate appropnate :agency procedures pursuant to the

 “New Jersey - Uniform Administrative Procedure . Rules,

19807, N.J.A.C. 1:1-1.1 et seq. The issues in an administra-
tive resolution effort or a hearmg shall include whether the
claimed sum asserted as due and owing is correct and any
other relevant matters.

standing to establish that fact and to contest the proposed
setoff. - If the claimant agency finds that an apportionment =
should be made in a particular case with respect to a.joint

entrtlement the matter shall be referred to the Drvrsron of - ’
- Taxatron and it will be presumed that each party is entrtled '

to one half of the Jomt entltlement

(b) Pendmg fmal agreement or fmal determmatron of the
validity of the debt asserted by the claimant ‘agency, no
action shall be taken in furtherance of collection of that
alleged debt through the setoff procedure est ablrshed by this

: subchapter

(c) No issues ‘may be consrdered at the heanng which
.In cases where a legal
judgment is in effect, the alleged debtor shall seek relief by
returning to the court which produced the judgment.

© Supp. 12-15.97

A nondebtor who claims to be a v
“joint recipient of .a refund or rebate check shall have
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Amended by R. 1982 d. 479, effective January 3 1983..
" See: 14 N.JR. 705(b), 15 N.JR. 37(b). -

Added that-claims will be apportioned and presumed that each party

is entitled to the joint entltlement Old.(c) deleted and new. (c) added.

18:35-2.8 Referral 10 Ofﬁce of Admlmstratlve Law, v -
hearing

(a) After completlng admrmstratrve resolutron efforts in a
contested case, the matter shall be filed forthwith with the
clerk of the Office of Administrative Law, pursuant-to the
" requirements ‘of . the “Administrative Procedure Act”, P.L.
1968, c.419° (C.52:14B-1 et seq.) and P.L. 1978, -c.67
(C.52:14F-1 et seq.), as amended and supplemented and the

“New Jersey Uniform Administrative Procedure Rules,

' 1980” NJAC 11 lletseq

(b) An appeal to be taken from a fmal determmatron of
. the division of Taxation involving a tax matter shall be taken

to the Tax Court. The Office of Admlmstratrve Law shall'

not hear tax matters

18'35—2 9 Fmahzatlon of setoff by clalmant agency, ,
finalization by setoff

(a) Upon either final determination _of the _debt due and
‘owing the claimant agency and exhaustion of time in which
an appeal may be filed or upon the debtor’s and/or joint
recipient’s default for failure to tunely request review of the
asserted setoff, the claimant agency shall forthwith certify
the finalized debt to the Division and in default thereof, the

~ Division shall no longer be obhgated to hold the refund forv

setoff

(b) Upon receipt by the Division of a certified fmahzed
debt from the claimant agency, the Division shall finalize
the setoff. by transfemng the net proceeds - collected for

credit or payment in accordance:with' the provrsrons of

NJ.A.C. 18:35-2.12 and by refunding any remaining balance
to the debtor as if setoff has not occurred

© Where judicial review is ‘sought ,from‘a final Lagency‘

determination, the agency shall advise the Division of such
appeal and its docket number within three days of the frhng
of the appeal. '

18:35-2.10 _ Notice to debtor of final setoff

‘Upon the finalization of setoff through administrative or
judicial action, the Division shall notify the debtor in writing

of the action taken along with an accountmg of the action .

taken on any refund or rebate. If there is an outstandmg
balance - after setoff, the notice -under this section shall
accompany the balance when drsbursed :

18:35-2. 11 Priorities in clanms to setoff
(a) Priority in multiple clarms to refunds -or rebates al-

lowed. to be ‘setoff under’ the provrsrons of .this subchapter,

shall ‘be based upon the time at which debtor files are
received by the Division from the claimant agencies  in
descending order or priority, the earliest being first.

“Supp. 12-15-97

(b) Notv/rthstandr'ng the general rule for priority set forth

. in (a) above, the priorities for setoff are as follows o

1. W1th respect to homestead rebates

i A local property tax deficiency;
ii. Any unpaid child support' -
iii. A State tax deficiency; -

“iv.  Other agencies, mcludmg the Internal Revenue
Service, by date of claim.

2. With respect to gross income tax refunds
. Any unpaid child support;
i, o A State tax def1c1ency,

iii. Other agencies, including. the Internal Revenue
Serv1ce by date of claim.

Amended by R.1993 d.94, effective February 16, 1993,
See: 24 NJR. 1967(b), 25 NJR. 711(c).
Revised (b)

18:35-2.12 Dlsposmon of proceeds collected collectlon
assistance fees :

(a) Upon effecting final setoffs the Division shall penod- .

ically either write checks or effect credits through other
methods, approved by the Division of Budget and Account-
ing to the respective claimant agenc1es for the net proceeds
collected on their behalf , : \
(b) From the gross proceeds collected by the D1v1sron
through setoff, the Division shall retain 10 percent. On and

g after January 1, 1985 the Division shall retain five percent of

such proceeds. “The amount shall be charged to the respec-
tive claimant agency as a collection assistance fee and ‘may
be subject to adjustment based upon experience. -

© Amended by R.1984 d.62, effective March 19,1984,

See: 15 N.J.R. 2031(a),. 16, N.J.R. 556(a).
Gross proceeds retained. from “15” percent to “10” percent by the
Division. .
Amended by R.1984 d. 579; effective December- 17 1984.
See: 16 N.J.R: 2760(b), 16 N.J.R. 3481(a).

(b) Added "“On and after . such proceeds. . The”. ‘

18: 35—2 13_ Accountmg to. the claimant agency; credlt to v
- debtor’s obllgatlon -

(a) Srmultaneously with' the transmrttal of a check or
credit for ‘net proceeds collected to a clalmant agency, the

‘Division shall provide the agency with an accounting of the
: setoffs fmahzed for which' payment is being made

1. The accountmg shall, whenever possrble, mclude |
(i The full names of the debtors;’ '

ii. The gross proceeds collected per mdrvrdual set-
off, -

'iii. The net proceeds collected per setoff and

iv. “The collection assistance fee charged per setoff

I\

.
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(b) Upon receipt by a claimant agency of a check repre-
senting net proceeds collected on a claimant agency’s behalf
by the Division and an accounting of the proceeds as
specified under this section, the claimant agency shall credit
the debtor’s obligation with ’the gross proceeds collected.

(c) Under special crrcumstances and subject to the ap-
proval of the Director of ‘the Division of Budget' and

Accounting, the Division may employ such alternative meth- )

od of payment. and brllmg as may be agreed upon with.a
claimant agency. .

SUBCHAPTER 3. INFORMATION RETURN FOR
BUSINESS EMPLOYMENT INCENTIVE ’
PROGRAM/BUSINESS RELOCATION :
ASSISTANCE GRANT PROGRAM OF THE
NEW JERSEY ECONOMIC DEVELOPMENT
AUTHORITY .

Authority -
NJSA. 54A:9-17(a):

* Source and Effective Date. '
R.1997 d.533, effectiVe December.15, 1997. oL
See: 29 NJ.R. 4076(b), 29 N.J.R. 5313(a). - - |
" 18:35-3.1 Information of employer withholding from new."
/ employees R

(a) The New Jersey Economic Development Authority
shall submit data to the Director no later than April 1 of
each year, for the preceding grant year, setting forth infor-
mation regarding businesses. applying for a grant under
either  the Business Employment Incentive Program 'Act
(P.L. 1996, c.26) or the Business Relocation Assistance Act
.(P.L. 1996, 025) (both referred to as “Act”). This informa-
tion shall set forth the following relative to said business.

1. A list of the names, job titles ‘and job locations of
existing employees of sard business not sub]ect to'a grant
under the Act; " .

2. A list of the names.and date hired and/or the date
each new employee began employment at the project -of
said business ‘in an. eligible position for grant purposes

under the Act, their base salary, overtime and bonuses

paid, and the amount of New Jersey gross income tax
withheld from each new employee and their city and state
of residence; ‘ .

- 3. The aggregate amount of payroll and wrthholdmgs
for all employees in New J ersey, v

4. The percentage and term of any grant pursuant to
the Business Employment Incentrve Program Agreement

5. The amount of the grant to be disbursed to the
business pursuant to the Business Relocation Assistance

3531

forth

Act requiring the Treasurers certrﬁcatron and the per-
-centage upon which the grant is based

6. The. percentage and term of the grant to be dis-
bursed to the business pursuant to the Business Employ- .
‘ment Incentive Program Agreement requiring the Trea- -

~surer’s certrfrcatron

1A statement as to whether the apphcant business has
followed the criteria as set forth in guidelines promulgat-
ed by Economrc Development Authorrty under the Act;
and o .

8. A list of ellglble posrtlons that have been filled by
persons who are. rehired from a bona fide layoff or
: transferred from another company. .

: (b) The Drrector, upon. receipt of ‘the “information re- -

ferred to in (a) above, shall send to each business awarded a
grant under the Act, a Declaration of Annual Withholding

Information for Purposes of the Business Employment In-

- centive Program, Form ‘NJ-9000, to be completed and re-

turned not later than May 7 to New Jersey Division of

Taxation, PO Box 445, Trenton, NJ 08625—-0445.

(¢) Form NJ-9000 shall consrst of a certlflcatlon settmg

L The number of new employees as referred to in ()2
above, together with their city/state residence, base salary,
overtime and bonuses paid-to them, withholding tax paid

" for each new employee during the preceding grant year
and date hired or transferred. - Each business shall also
:submit a copy of each Federal W-2 form for all sa1d new

* employees; :

-~ 2. The aggregate amount of payroll and wrthholdrngs
_for all employees in New Jersey;. and

. 3. The amount and type of each grant, other thanva
-- grant under the Act, that the applicant business received
by operatron of State law during the preceding grant year.

(d) Each business shall annually submit to the Division of

Taxation a Release Authorization authorizing the Division

of Taxation to review the businesses tax hlstory to determine

'1f there are any tax delmquencres

(e) Upon receipt of Form NJ—9000 from the business, the -
Director - shall certify to the Treasurer, who in turn will
certify to the New Jersey Economic Development Authority,

the aggregate amount, as set forth on Form NJ-9000, of the

wit_hholdin'gs received in that year from the business for new
employees in eligible positions under- the: Act and whether
same equals or exceeds the amount of the proposed grant to

‘be given to said business under the Act:

(f) The Director shall also verify to the New Jersey ‘
Economic Development Authority on an annual basis any
outstanding tax delinquencies for each business awarded a
grant under the Act. - :

Supp. 12-15-97
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o (g) The 1ssuance of the certrfrcatrons by ‘the Drvrsron as
~ set forth'in (d) above is conditional upon the receipt by the
- Director . of proper mformatron as_set’ forth on Formv

L NI-9000.

. 18 35-3.2 Treasurer’s approval of a busmess to receive a -~ :

" grant from both the Busmess Employment
“Incentive: Program ‘Act and the Busmess o
Relocatlon Assrstance Act : EERN

(a) In determmmg whether to- recommend the approval': L
or disapproval -of a business to receive a grant under both .

. the Business Employment Incentive: Program Act and the

Business Relocation ‘Assistance | Act the Treasurer shall

. consrder the followmg crrterla

1. The number of elrgrble posrtrons created for new

employees and the expected duratron of: those posrtrons, .

_ 2 The total number of exrstmg employees of the busr-v
ness,v i s - R B

3 The type of contrrbutron the busmess can make to
the long term growth of the: State s economy, L

, 4 The total dollar mvestment the busmess is contnbut- L

B mg to.the prOJect

"5, The type of mdustry that the busmess is mvolved iny { o
6. The locatron of the prOJect '

7. The type of ]obs to be created and the assocrated.
wages, and L

v applicant.

(b) In determrnmg whether to recommend the-. approval .

~ or disapproval of a. ‘business receiving a grant under either:
- the ‘Business Employment Incentive Program -Act-or the

Business Relocation Assistance “Act and any other grant -

~ under operatron of State law, which, when combined, ex- . R
ceeds 80 percent “of its. wrthholdrngs the: Treasurer shall, S
B consrder the same. criteria set forth in (a) above j' _ L

8. Such other factors as are presented by a specrfrc : .




