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18:35-3.2 Treasurer's approval of a busb1ess to receive a grant from 
both the Business Employineht Incentive Program Act and 
the Business RelocationAssistance Act 

SUBCHAPTER 1. GENERAL PROVISIONS 

18:35-1.1 Summer payment plan 

(a) Certain deferred payments, authorized under a so-
called "summer .payment plan" under N:J.S.A. 18A:29-3,' 
whereby an amount equal to ten p.ercent of the employee's 
salary is· withheld ;md 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:l-1 et seq.), 

, at the time withheld and not at the time paid, provided that 
a similar treatment is given under the· Internal Revenue 
Code and regulations thereunder for Federal income tax . 
purposes.· 

(b) Section 54A:8-3 of the New Jersey Gross Income Tax 
Act, P.L. 1976, c.47 (N.J.S.A. 54A:8-3), provides that a 
taxpayer's accounting method under this Act shall be the 
same as his accounting method fdr 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 \!he time that the salary was 
withheld and placed into a deferred salary esqrow 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 nonhen 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, 197~. \. 
See: 9 N.J.R. 52(a). 

18::35-1.2 Clergymen; self-employed; income; expenses 

Duly ordained clergymen are consideredto be self-em-
ployed· individuals for the purposes ofthe New Jersey Gross 
Income Tax Act. Accordingly, salaries, fees, honorariums,r 
allowances ~nd other remuneration paid to clergymen fpr . 
services rendered are not subject .to withholding. There-
fore, income does not include the rental value of a residence 
provided for a clergyman by his church or congregation. 

R.1976 d.424, effective December 17, 197~. 
See: 9 N.J.R. 52(b). 

18:35.;..l.3 Declaration ofestimated tax; 1976 

(a) A declaration of estimated tax for 1976 must be made 
if your total New Jersey estimated 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 estimates to be .the sum of any credits 
allowable against the tax. · ·· 

DEPT. OF TREASURY-TAXATION 

(b) In general, a declaration 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 
as a guide for computing your estimated tax. 

1. Calendar-year taxpayers should estimate th.eir 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 
fiscal year. Exemptions and credits shall be prorated · 

· accordingly. 

(d) A declaration of estimated tax must be filed for 1976 
on or before January 15, 1977. !fa final return is filed on 

. or before February 15, 1977, no declarntion need be filed. 

( e) A declaration of estimated tax shall be filed with 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 hi~ estimated · tax prior to the. date prescribed 
for its payment. · · 

NOTE: You should • check your income tax to be 
· withheld in computing your estimated tax. 

(g) Failure to file declaration. 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 ari installment 
of · estim11ted tax, he shall be deemed to have · made an 
underpayment of estimated tax. · · 

Editor's Note: In addition 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 Division of Taxation, P.O. 
Box 1848, Trenton, N.J. 08625. 

(h) Rules. on penalties are: 

· 1. If the amount paid with the declaration of estimat-
ed tax, paid on or before January 15, 1977, is at least 80 
per cent . of· the taxp~yer's. tax liability,.· no penalty will be · 
imposed for underpayment. · 

Supp. 12-15-97 35-2 Next · Page is 35~2.1 



NEW JERSEY GROSS INCOME TAX 

2. As an alternative to paragraph 1 above, no penalty 
will be imposed for underpayment of final tax liabilicyi 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 35-2.1 

18:35-1.3 

plied by 75 per cent and the applicable New Jersey gross 
income tax rate. 

i. Example: 
(1) 1975 Federal adjusted gross income: 

$15,000.00; 

Supp. 12-15-97 



'I) 

" NEW JERSEY GRC1SS INCOME .l:AX 
. ; ·:- -i ... · 
18:35~1.6 

··-

i 

(2). 50 per·cenfof Federal adjusted grosfincome: 
$7,soo:oo; · · <ii <,' · ·,: .. •,.-_ ,.,.:· 

(3) Multiplyitem(2)by 75 per ce~t: $5;~7_s.po;· 
( 4) $5,625 times nJo- per cerit: $1 q.so ; ,(:</. ; . 
(5). In this example, a tax p~id. of i;ss thari $112.$0 

. . Will be subject to penalty. . . . . . 

ihg those who are 'ietjiiiied to file Federal 1n:ternaFReyenu~ 1 . 
--.form lMiiorany•·of th,eforml()99·'des,ignatfons; shall tnea,. · 

.· . . .copy thei-eofwith the Divis1oii of l)ixation; P;O. Box 1848; ·. ·. · 
.. Trenton, New-Jersey' 08625,. o:{o_r before Match ls; l'in: Hi . 

the same form ~n!i 11nder t~e ·~am~ conditions as provided .. 
for in section 4 of this subchaptei-'where the amount paid is 
$1,000 or more. •,,, · . 

. ·, .. ·:- .. · . . '·.• _· .. ; . _._,._._ :- . ·, .. · _;/_ .. 
3. . If the t~ayer does .nt>t : meet ,either of ttie :,tests ·-: (b}cPayers shall include _le~!!,ees orm,ortgagors of .real of . 

described above, . there .shall be_ added fo the tax ,for -.the .. personal -· property, . fiduciarfos1 trm.ployers, • and• all . officers· r .... -
taxable year an airibunt it the rnte' of nine per sent per ., ·-._ and employees <>nhis State, or of ~y municipal corporation 

· annum _upon _the · amount of th,e underpayment- {or the . · .qr . politicitl subdivision,. of ~is Stiitei ,hitving the control,' 
period of t_he underpayment, but not beyond the:15th day , tec~ipt/ 'cµstody~ disposal 'or .,payine~fr of int~rest, rents, 
•of the fourth morith fcillowirtg the dqse·of the t~abie, -· salaries, .wMe·s, .. piemiu~s, annuities, ·compensatiqns, remu-
year. •·- No underpayment. shall be deemed to e){ist· witl) · , nerations; e¢ohi~ents oi other fixed,bt determinable gains, 
respect to a: declaration or instalµnent otherwise••ciue on . · profits-~r-Ulc9nie,, !;)xcept iilterestcoupohs payat,ieto bearer; 
or after the faxpayei;' s dea:th: · ... . : ,_ , ,· . : : . " · - -· ··· . ·· · -· , . -· · ·. · -· · ·. ' · --·- ·. · · ' . . .. 

. ~;197Td,W, dffectiv~ Januafy 26, i977. 
R.197~ d.425, effective December 17; 1976; . 
See: 9 NJ.R. 52(c); · ·· · · · · 

-_,", ·1··· 

18:35-L4 Information furnished at sourc~ 

see: 91'\T,.JR 101(a,: ._. . . · 
'; .:\ .·, 

:·,·.'-• _.,,_-.· _ .• -.- i ·-: . ._.,:.- ·-·•·· :-·-• ... : .. --· .• ·. . .. 
. __ 1~:35-"q; _ Tr¢at11Jentof capital. gain;s a!)cl los~es pursuant , 

· ' · to P.L. 1976, c.47, · · · ·· \, · · · · 

. '{a.); Ai a res-µlt of the tmactnie111:<of chapter 40 df the. . 
Public' L_a.ws ofl977: bri, l\farch l6,. l977, capiial gains 
r¢aj..ized during the cal.endar year i976,are subject to special 
treatment by rea:SO!}Of an ame11dinent to section 54A:5-'-i(c) · 
of.the JJ~\\'JJer~rY,Ciro)!s'IntmneTaxAct:~ .· . . -- . 

(a). Pay~rs ''of •.. inte~est . and dividends,: ; kcltidirig · .. banks, . 
savings and' loan· associa:ti9ns, building and loart as&bci~1:tions 
and savings banks,. are requi,red under N.J.S-A, 54A:i-l et . 
seq. to provide the Di,tector, NewJersey Division ofTax;a:~ 
tion, with information returns which· ·sljall inc\u,de_.the 
amounts paid to or credited t6 the accounts of all :r~~ipi~nts 

r' ,· for the period·fr~m July 1,-1976, to.and induding•D~2emb~r:·· . i-·(b) S~id=anieqdmentprovides that HF~rthe tax year 1976; ·' 
I I 31, 1976. Such information returns musfbe filed,on or apy ta'xpityet with''a t~ .liability under this subsection, or. 
-. > :before F.ebruary 15, lQ77. Jn the event'itis·.not pra:dicable _·. urider the . 'Tax ori papifal . Gains and 'Other lJneked 

to furnish the infonnation for· the required- period; 'thi{ ' Income A,ct' ,(PL ,1'975;. d 72), shall not be subject to 
, requirement may be satisfied by each payer):¥ interest and.' . payment of an amount greater than the amount he would 

. ,....... 

-. cliyidends by providing the director ~th arit ofthe foll<>w-, ·.. have: paic(if either return haci cov~re~ all capita:1-:tr~sac~ . 
ing, with preference in the order li~t~~ below: / ·. . . -. -. · .. -- tion~ during the ful~ tax year .1976; provided, however, tbat 

· · · · · · · · · · · ··· · the rate ~hich ,shall 'apply fo ariy capital. gain shall be' that iil 
1. A copy <;>f the. magnetk tape provided to the Inter- . 'effect on. fue: date ohh __ . e transa:ctibn .. 'To the ext.en( that any·'/ .. 

nal Revenue Service (witli the s_iune specifications)' in iieu . • · · •·· · · · 
of forms'l099 for the full year of 1976, editedtodelete all .. · .loss·l.~ usedlto_offset 81:lYga:~ ~der (P.L. i~15 d72)it shall • /. 
listings of recipients ·of less than $l~OOO; o __ r · · · · not be used to .qffset any gau,1.undef the. 'New Jersey Gross .. 

_ ; . ,. _ . .. , . _ .. . . . , . .. . _ . .,Incom¢TaxAct',(P.L. l976~·c.47)/'. · · .. ,.. . . . . .,, . 

2. A copy ofthe ta:pe provided to the. Internal Reve-, ;) 
n:ue Sei:vice··(as· above) without delet~g:redpients o(less . ' .. ·. '(~f Acdof<lingly,. the .followill~ ru1~: is is~ue~ in- ~tder· tc;> , • 
than $1 ooo· or . . . · . . . . •·· . set forth'the metliod of calculating the capital. gain'. which , 

--< . ' ' ' .· mu~Lbe; included in the capital ·gains ancLother unearned .. • 
3 .. _ Copies of allforms· 1Q99Ju,bmitted.tot!:ie,,~ntern/µ -·.,.income.tax return.and/a~ gross• ineoriiet~"return,for tp~ . 

Revenue Service for the full. year )976 'on, amount!! of., · · 9 6 bl · · 
$1,000 or more {either ari-additionaLcarpori or pl:totocbpy . 1 7 taxa e year. ' .. ; 
·of the forlll, i099); or.· . . . . . ·r (df the_tilXpayer shajl detennine tjie, net~mount 6f;gain > 

4; Copiei, ofallforms.1099,subinittedfo tliiJntenial_ aqd·Ioss 'applic~ble to·eacli ~ix-µionth peri6d.-' Hemust . 
Revenue Sel'\\ice for the fultyear 1976; . . . . " . det~rm~e. the. ner gain or lqss atttibut::ible · to. the ·period 

R.1976 d.400, ~ffective I),ecember i4, 1~7/} 
See: 9 N.J.R.48(c) . ... · · • . , . _ . · 

J8:35-i.5 _ Information furnished at the sou~ce~ :payers' 
. . . other than. interest and dividends • • .. 

(a) fu, ~dditfon tO th~ :iriformatiqil required to .be fur- ,: 
_; nished under section 4 of this subcha:pter, all payers, iticlud~_: .-· . . .· ·. . .. , .. ,-:;· •.< . '', 

·\ 

. from January J, 1976; to June. 30; 1-976, during which tpe . 
. Capital Gains ii.hd Other Unearned Income _Tax Law was in · . 
, 'effectJor 1976; and he must determine.the net gain, or loss 
/attdijuia:ble to the period ftom July 1; l976; to December 

' 31, 1976; during; which the New Jersey Gross Income Tax 
~w wits)~ effect fp~ 19?6'.··where it is determined t~at a 
_net loss ·occ_urred during either period; such net loss may be 
:J\P,plied_against the ri~t gain, if any,. which istealized in the 

. . . ;- . . ' . 
- supp. 12~2~96 · 
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other taxable period. The following. iHustratesthe proce-
dure which is<reqtiired to be followed: 

UNEARNED INCOME TAX . 
Ga.ins a.nd losses subjectto tax 
(January l, 1976, to June 30; 1976) 

Feb. 5, 197(,:'Gain $5,000 
Net gain (F-1 .... 76 to 

6-30-76) $5,000 
Lqss allowed under c, 40, · · 

P.L1977 $2;000 
Net gain subject to tax $3;000 

Gain~ and losses Stibje~t to tax 
·(July !1, 1976, to Decell)ber 31, 1976) 

' ' ·. ,,--
Aug:}, 1976: .. GainJl0,000 
Oct. ~4, 1976: Loss $12;000 · 

Net 16ss(7,1,76.io .\. 
t2-3H~) $2,000 

. . .· . . . -- ·. . . -.- r. ._ -~ 1., The $2,000 neUoss incurred during the second half 
of 1976 under the gross focome tax jS . allowed as a 

. deduction against the net · gain of $5,000 realiz~d during 
the first halfof1976 under the unearned income tax. The 
taxpayer. woulcl, . therefore, be·. permitted to.· report a net 
gain of $3,000 under the unearned income tax. He would 
have no net gain or loss under . the gross inqJine tax. · 

. . 
2. _ Where the taxpayer is an estate ortrust, the same 

rules shall apply and the estate oc frlist willbe permitted 
to offset a net gain ,in the second halfof1976 under the . · 
gross income tax if a.·net loss wa_s incurredduring'thefirst' 
half of -1976, even th,ough the unearned _incorite 1tax did 
not apply- to estate and trusts. -- 1 • 

. . . . 

~- __ For. the purposes •of this regulation, "semimonthly . 
peripd" 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_· beginning on. the._ 16th -
· _ day ofa. calendar month and ending on th~ last day of , 

said calendar month; ·- · 
' . . . . ' . 

_ ii. Fbr. the. purposes of this regbhitfon, !'semiannual 
period''._.mean~·either a period ffom·Jariuary -1.through 
June 30 of a. calendaJ year, or a period from July 1 
through December 31 of a calendar year. · · 

3, Consecutive -retums _· for -each semimonthly periqd, 
4ccounting for aH taxes withheld during the year, must be 
filed_ by an employer._ who is required to report. · semi7 
monthly, If rio t~ was withheld during a particular 
semimonthly period, a ietur11 still must be Jiled for such 
pedod, together with a statement explaining why no tax · 
was withheld. · 1 · 

. . . . 

.• Note: . For the future, a depository system similar to the .. 
Federa}system is contemplated. . ___ _ 
Editor's Note: A copy of form N.J. 500-S and its 
instructiqns .was_- filed with the above rule but is ·• not 
reproduced. herein._ Jnformatfon on this data rnay be -
.obtained fromJhe J)ivision of Taxation;Department of 
the Treasury, P.O. Box 1848, Trenton, New Jersey 
08625. - -. - ·, - .. 3. In addition, individuals who \Vere not subjectfo the 

capital· gains and other unearned income tax during the 
first half of 1976 ~y reason of the modifie.d Federal 
adjusted gross income. threshold may also avail thernselv~s 
of the net loss offset if a net loss was incuued , during the 
fir§_t half of 1976. 

· R.1977 d.14~, effectivtl May'l, 1977. 
.See:9 N.J.R. l93(a), 9N.J.R. 295(b). 

. . 

R.1977d.94, effective March 18,1977. 
See: 9 N;J.R. 199(c) .. 

. ' . ' 

18:35~1:7 ··Accelerated returns and payment ofcertain 
employer~; withh~ld taxes· • 

. : ' . 
(a) _Certain employers, as_hereip.after, described, requited 

to deduct and withhold taxes fro:µi wages under the Gross 
Income _Tax Act-·shall file a· semhnonthly employer's--return, · 
as hereinafter.set forth. 

' 1. Any employer required to qeduc:t and withhold 
/.. -·. . .• ·. ' . . . ·. . . taxes from wages paid on or after May 1, J977, where the 

ainount required _ to be deducted can reasonably 'be ex-
pected to be- $18,000.or more for the semiannual period 
during which the-_ semimonthly filing _ period occurs, shall, 
for each semim<:mthly peripd_beginning May-1, 1977,•file 
an employer's semimonthly return (form _N.J. 500-S) with 
payment of the taxes withheld in accordance with the . 
follow~g schedule: , 

Period 
First semimonthly peiiod 
Second seillfmont~ly period 

Duedate · 
Last day of the month . 
15th day of the month. following 

2. Pertinent definitions are: 

Supp,.· 12-i~96 -

18:~S-l.8 lnfo~J,Dation furnished at. sourc•e __ - _ ·•.· _ . 
(a) lJnqer N.J.~.A,. 54A:1-1 et seq,, inform#ion .returns · 

which. shall .. inclµde _ the. amounts 'paid to or credited: tq· the 
__ accounts of_ all recipients for· any calendar year beginning-

with January 1, 1977, are required to be provided•~tp the 
Ditecfor, N'ew Jersey Division of.Taxation, by: . -

-. _.·.. ·- . ·, . ' '1 .. 
.·· .· . . I·. ._ ·. 

1, Payersof interest and dividends, including banks, 
savings and loan associations, buildini and loan associa-
tions, and savings banks; and ·· 

2. _. AH payers .. incluc:ling those wp.o are requin;:d tO file 
Federal Internal Revenue Service form 1099 or any of the 
form 1099 designations, whkh shall faclude lessees 0~ 

- mortgagms of teal. or• -personal property, fiduciaries, ·em-
ployers, _ and · all _ officers and employees of -this State, or of · · 
any nmnidpa1 corporatipn or political subdivision of this 
State,. having the contrnl, receipt, • custody, disposal or -
p~yment• of irit~i:est,-. re~ts, _ salaries, ____ wages, pre~iums, 
annuities, compensations, remm_H!rntions, emoluments or 
other fixed or determinable gains, profits -.or income, 
except interest couponspayabletc> bearer. 

' . . 

(b) Such _infor.mationreturnsm.ust b~ filed on or bef9re 
· Febntary -_ 15 following_ the -dose._ of eac.h. calendar year, with 
the Division of Taxation, CN 2A8, Trenton1. New Jersey 

· 08646:..()248, where the a1119unt paid or credited_is $1,QOQ.or 
more; 
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( c) The requirements of (bf above shall be>satisffed by 
pi:oviding the Director with any of the following, with 
preference in the order listed below: 

l. A copy of the magnetic tape provided to the,Inter, 
nal .Revenue Service (with the.same specifications) in liell. 
of forms 1099 for the full calenclar year, edited to delete 
all listings-of recipients of less than $1,000; . or 

. - . . . ,-,.._. -

2. A copy of the tape provided to the Internal Reve~ 
nue Service (as above) without deleting recipients of less 
than $1,000; or · · · · · · 

3. Copies of all fpnns 1099 submitted to the In~ernal 
Revenue Service for the full calendar year on iimounts · of 
$1,0()0 or more ( either an additional carbon or photpcopy 
of the form lo99); or . 

,• . ' 

4. Copies of all forms 1099 submitted to. the Internal 
Revenue Service for the fuHcaiendar year. 

. . . . . 
( d) Beginning with real estat~ transactions occurring after 

December 31, 1995, each person required to report the 
proceeds from real estate transactions to the Internal Reve0 

nue Service on Federal Form 1099-S ( or any other form 
. which the Internal Revenue Service may designate) pursue 

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 spld or exchanged is 
partially or entirely focated in :New Jersey. · 

1. All information returns i:equired by this subsection 
must be filed on or before February 15 followingtheclose 
of each calendar year, beginning with February 115, 1997, 
Information returns attributable to real estate transactions . ' . . " . . . . 
must be sent to: Division of Taxation, CN 187, Trenton, · 
New Jersey 08646-0187, where the amount paid .or credit-
ed is $1,000 or more. 

.·. .. - . ' '. 

2. If any person. reqllired to file inform.atidn returns . 
under this subsection is also required to submit informa-
tion returns pursua,nt to (b) above, such person shaH send 
the information returns aUributable to real estate transac~ 
tions to the address specified in ( d) 1 above., and . shall· 

. send all other information returns to the adclress specified 
in (b) above. 

(e) The requirements of (d) above shall be 'satisfied by 
providing · the · Director . with·.·. any of the · following, with 
preference in the order listed below: 

l. A copy of the magnetic tape provided to the Internal 
Revenue Service (with the same specifications) in lieu of 
forms 1099-S for the full calendar year, edited to delete 
all. listings of. real estate · transactions with gross. proceeds 
of less than $1,000; · · 

2. A~opy of the tape ptovided to th~ Inter~aLRevenue 
Service· (as· above)· without···deleting real .. estatetransac~ 
tions ·with. gross proceeds. ofJess than $1,000; 

3. Copies of all forms 10~9-S submitted to theJnternal . 
Revenue Service for the full calendar yeatfor · real estate 

c· .': •' ,•, . ::, ." :,•; •.' ' '-, •.-•· ' • ,,• . • : ••,,_"' ' ,.'' 

transa~tiom,with grosfproceecis of $1,000 or more ( either 
• an additional . carbon or pb.otocppy .of the form · 1099-S);. 

'·- •', _··,· · .. ·. ., , _·._-, ·-:, ,,-_ ' /••'· . .-, .. , ' ' ·'·,' -_.,_,·_ ·. 
. Of'./ 

4 .. Copies. of an formst099-S submitted to the Internal 
Revenue Servicefoi:the ful!calendar year, · 

·. ··.· .. · ....... ··· .. ·· .. ······ ..... · f >' ... . 
RJ977 d.460, effectiveDecember 6; 1977. 
See: 10 N.J.R 45( a), · . . · .·.·. : . . . · 
Arnendedby R.1996 d.550, effective December 2, 1996. 
See: 28N.J.R. 2517(a); 2~ N.J.R. 5079(b). 

18:35~1.9 ·Repotting ofintere~t l?Il certain obligations; ' 
taxable status of State and Federal securities 

' ·"·'•" . _ ... _. .· . --· . ', 

(a) Gross income shall not include interest on obli~ 
gations: · · · · 

; __ .. :· . . . ·; - - . _r-···:···:;> __ . - - . ___ -.·_·_., 
l. Issued by or on behalfofNewJersey oranycounty, 

municipality, school or other district, ag~ncy, .a11thority, . 
.commission, instrumentality,1public corporation (including.· 
one created or existing pursuant· to agreement or fompact. 
with this or any other state), body c:orporate and poiitipcor 
political subdivision of New Jersey: · · 

. L • SpecuicaHy includedwithin this. subsection is in- . 
· terest. received with ..•. respect.to Certificates ··o( Partic-·· . 
ipaHon issued in., connection with .. lease-purchase 

, . ·agi:ee1nents, provided that the. liability for payments of 
principal and interest is .gplely that of a New Jersey 
governmental entit)I; 

. - - . ·-' . 

2. . Those ol:>ligatioris which are statutorily. free from 
State or Jocal taxation undei: any act of New Jersey or 
underthe laws of the Uriited St-ates.\ · · 

.·•(b)·Urider·theauthorityofN.J$.A. 54A:9-17, which.em-
powers the Division to require such .facts .and inform.ation .to 
be reported as are deemed• necessary to enforce the provi7 
siops of the Gross Income Tax Act., every person requireclto 
file a resident New Jersey gross inco111e tax return 
(NJ--:1040) for a taxable year shall report on such return the· 
amount .of interest received or .accrued during the.· taxable 
year which is exempt from the gross income tax; 

(c)Tlle·term··.· ''ne~ gains\or· income"<sha11·· not include 
gains . or income. derived from· obligations· whose .. interest is 
exemp(from tax under paragraph l oftl1is subsection: 
Losses from sales.· of .such••· exempt securities shall not· be '· 

· · taken into account in the computation of gains froro disposi~ 
tion. of pr()perty .... A list of·various securitiesfoUows,togeth~ 
erwith iin indication .of whether the interest .andthe gains 
therefrorr1are taxable or exempt: · · 

Sec4rity. 
Asian Development Bank 
Bank for Cooperatives 

iii. Environmental· Financing Authority 
iv. Export'.':lmport Bank of the United 

· States ("Eximbank"): 
. {l) Seriesl978~B debentures 

35-5 ~Up{). 12-2-9q . 
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(2) ··Participation certificates {re~ 
· versalof Coµnsel opinion' 

dated 8/29/67 
v. Federal Deposit Insurance Corpo~ 

ratipn .obligations . , . , · .. 
vi. • Federal Housing Aµthority 

(RH.A.) . 
. vii. Farmers Home Administration 
viii. Federal Financing Bank 

ix. Federal Home Loan Bank 
x. Federal Home.LoanMortgage 

Corp. 1 
·. ··• • 

xi. Federal Intermediate Credit Banks 
. xii. Federal.Land Banks 

•. xiii. Federal National Mortgage Associ, 
ation (Fannie Mae): · 

(1) Interest on bonds arid cleben-
tures · 

(2) Guaranteed Participation Cera 
tificates 

xiv. Federal Savi11gs and Loan Insur~ 
ance Corporation obligations 

xv, GeneralServices Administration 
xvi. Government National Mortgage 

. Association (_Qirinie Ma¢) 
xvii. Guam . 

xviii. • H.U.D./New Conp:nunities 
xix .. H.U.D. Public Housing Notes and . 

· Bonds (Tax free in State of issu-
ance) · · 

(In state of issuance) _ 
(1) If issued in the District of Co-

lumbia, Puerto Rico, . the 
Virgin Isiancls,.they areex-
empt from a,ll State tax'. 

(If issued in otl!er states) 
xx; Inter-American Development 

Bank Borids . . . 
. xxi; International Mo11etary Fund m1d 

Bank for Reconstruction and 
Develop~ent ("'.odd 13ank) . 

xxii. Jonathan Development Corpora-
. tion (Obligations. guan1nteed µn:. 
· der New Communities Act of' 
1968) 

xxiii. Merchant Marine 
xxiv. ·. · J:> anama Canal Zone 1Bonds specifi- . 

cally exempt from tax by 31 USC 
744and 745 · . ·· 

xxv. · Production Credit Asspciations . 
xxvi. Puerto Rico Water Resources-:4.2 

per cent bonds due.1/1/89-In-
terest on Bonds .· · 

.• xxvii. Puerto' Rico 
xxviii. R.FK Stadium Bonds 

xxix. Small Business Administration. .. 
xxx. · Student Loan Marketing Associa- · 

tion . , .• . a ' 

~i., Te11nessee Valley Authority _.· 
xxxii. .U.S. Postal Servic.e 

xxxiii. U.S.Ti:'easury 
xxxiv. U.S. Treasury Bills 
xxxv: USA VE Certificates-,-Farmers 

Honie Administration Insured .. 
Loan Notes. 

xxxvi. Virgin Islands 

Supp. 12.;2-96 
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xxxvii. Washingt6nMetropolitan Af~a 
TransitAµthority Bonds T 

( df Gross income shall include interest and gains Jrom 
obligations issued ,by or on behalf of other states 
United States, •ancl foreign governments . 

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.J.;R.., 2310(c). 

Added "State"; and (a)li .. 
Amended by R.1992 d.141, effective March 16, 1992. 
See: 23N.J.R177(a), 24 N.J.R970(a) . 

Added (b); redesignated existing (b)-(c) as (c)-(d)without change. 

'18:;35 ... 1.10 Quarterly filing ofwithholding returns and· 
· . . payment of employer's withheld ta~es .. 
(a)A.ll employers who ~re required to deduct and withs' 

hokfany,a1I1ount;()f gross:income'tax !are required to file a 
quarterly. return with· the Division of Taxation and.· pay the 
tax due therewith oh" or before October 31, 1996, and 
quarterly thereafter . on or before the last.· day of the month 
following the quarter covered by the return._ In calculating 
the amount 9f tax to be remitted to the Division for the 
quarterlyperiod, the employer ~hall be entidedto a CJedit in 
the amount of· tax remittyd during the quarter· covered by 
the quarterly return. · · · · · 

1. If no tax was withheld during a calendar quarter, a 
returnisstill required to be filed for such quarteL 

(b) Effective July 1, 1996, except as provided in (c) 
below, for anycalendar.month.in which the amount of grossr 
income tax that an employer is required todeduct and 
withhold is $500.00 or lllOre such employer is''required 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, JJme 30, September 30 or 
December 31 shall b_e paid with the quarter!)' return filed. 
for the q¥arter in which such mont.h falls .. 

1. A monthly payn;ient need not be made f9r any 
month in which the amount of tax deducted and withh,eld 
is less thaQ $500.00 ... Such amount. shaH be paid with' the 
quarterly· return filed1 for the quarter in which such month 
tans. , .• 

2'. Example: Company A withholds $200.00. in-,.Tanliary, 
. $350.00 fa Febmary and $600.00 in March. Comp:my A 
need not make monthly payments and will remiuhe total 
tax \Vithheld no later. than April 30th, when the first 
quarter returriis filed. · 

3. Example: Company, B withholds $200.0Q in April, 
$600.00 in May and $350,00 in June. Company B need 1 . 

not wake the monthly payment for AprU, must remit the 
$600.00 withheldjn May noJater than June 15th and will 
remit the . $200.00 withheld ' in April and the $350:oo 

· . withheld in June no later than July 31st, when the second 
quarter return isJiled .. 

(\35~6 
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( c) Effective July 1, 1996, where the aggregate amount of 
1gross 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.l and N.J.A.C. 18:2~3, on or before the Wecinesclay 
of the week following the week containing the payday on 
which the truces were withheld. 

I 

1. For the purposes of this subsection, a week shalLrun 
from Sunday through Saturday; 

,.'/. 1-· 

2. Example: Effective July 1, 1996, Company A., which 
had withholdings of $35,000 during 1995, pays its employ- · 
ees on Tuesday of Week 1. Company A mus( remit th:e 
tax withheld from its Week 1 payroll by electronic funds 
transfer on or before Wednesday of Week 2. 

(d) Effective July 1, 1996, an employerwho is requiredtq 
make alltax payments using electronic funds transfer (EFT) 

18:35-1.10 
• i 

· in accordance with the provision; of N.J.S.A. 54:48~.1 and 
N.J.A_C. _ 18:2-3, because of a prior t~ year liability of 
$20;000 or more for a tax other than the gross incoµie tax, 
shall remitgross income taxes deducted and withheld on 
eithera quarterly or monthly basis. as provided in (a} and 

· (b) above. · · · · 

· ( e) Effective for the semiannual period beginnirtg 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 
in a calendar month and the. aggregate·. for tlie semiannual 
period ending on June 30 or Dece_mber 31 can reasonably 
be .. expected to.be less than- $150.00, the employer retun1 
and payment of withheld taxes for such period niay be made 
on or before July 31 for the semiannual periocl endl.ng on 

· June 30 and on or before January 31 for the semiannual 
period ending on December 31. . 

Ne,ct Page is 35-6.l . 35-6.0.1· Supp. 12-2-96 
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' ' 

. ' ·,·. : . ·, . ' . ,._' .. -, ' .· ' ' . ; • · (f) Effective for the calendar quarter begmnmg on Janu-
aryl, 1979, thrbugh thecalenda.r quarter ending on Juµe 30, 
1996, where the aggregate amount required tobe deducted 
and withheld by any employer is$200.00or'less in each 
month of the calendar quarter and the aggregateJor 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 rettJrn and payment of withheld , 
taxes for such period may be made on.Al quarterly basis on 
or before the 15th day of the month following the close of . 
the· calendar. quarter'period ending on Marc~ .31, June)O or 
September 30. Any return due with respect to the cal.endar 

· quarter ending on December · 31 shall· be filed and taxes paid 
on or before January 31 following the close of said .calendar. 
quarter. 

(g) Effective Januaryl, 1979, through June 30, 1996, 
where the · aggregate amount required to be . deducted ~nd 
withheld by any employer exc~eds $200.00 in {t calendar 
month, the employef return and• payment ofwithhe!d taxes 
for such monthly period and for prior months in a calendar 
quarter illllSf be made .on ()r before, the .15th . day of the 
month following the close of such mon,th or months during 
the calendar quarter period. In the event an employer 
monthly return and payment of withheld ta)(es is riot re~ 
quired, an employer return and payment of withheld taxes 
for the quarterly period ending on March 31; Jtine 30, or\ 
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 ,ot before January 31 
following the close of said calendar quahef. 

{h) For the period beginning on January ~' .1979; and 
ending on June 30, 199p, (e), (f) and (g} above shall,ni:)t 
apply to an employer ··engaged · in · a business . op~tating 
seasonally. Consecutive retur11s for each calendaimonth . 
accounting for all tax withheld must be filed by a seasonal 
employer who is requited to report monthly. Where the 
amount required to be deducted·can reasonably·be·expected·. 
to be $18,000 or more for.a semiannualperiod, a seasonal · 
employer shall• file semimonthly employer. returns with pay-
ment of the taxes withheld as provided under N.J.A.C. 
18:35-1. 7. Jf no tax was withheld . during a particular' 
morith, a return is still required to be filecl for such month · 

· with the reason for nonwithholding stated on.the back, the 

Next Page is_ 35-7 
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. .-, . . ,._• . ' " ,- . ' ' ,•· .. -_- ,• ' -

' . ' ' . . ·' . 

date of the J,ast payment of wages,. arid. the· .. d.ate when the · 
erp.ployer expects .to resume paying.taxes. 

R.1978 d.319, effective September 13, 1978. · 
See: 10 N.J.R 361(b), 10 N.J.R.A57(a): · 
Amended by R.1996 d:348; effective August 5; 1996, 
See:. 28 N.J.R. 1607(a), ~8 N.J.R. 38H(b), 

Rewrote.the section; 

18:35-1.ll · Time for filing i11form.11fion returns . ·. 
The time for filing ofit1formaHon r~turns to be supplied . 

to .. the Division of. Taxation lJy all filers. of form 1099 with 
the federal lnternal Revenue Service is extended to Febru-
ary ,28,.1979. 

R1979 d.56, effective February8, 1979, 
S~e: 11 N.J.R, 152(a). 

18:35-1.12. Computation or'tax credit ·. 
(a) Thefollowing provisions shall· govemthe computation 

of the. tax credif by reason oLariy income or wage tax paid 
to anotherstate Of political subdivision of such state under 
the New Jel'.sey Gross Income Tax Act. · 

1. .. N,J.S.A. 54A:4-1 provides for a credit against the 
New Jersey gross incpme tax as follows: Resident credit 
for tax of another sfate. . . 

i. .A Tesident taxpayer shall be allowed to credit 
.against the tax otherwise due under this act -for the 
amounfofany income tax or wage tax imposed for the 
taxableyear by another state off he United States . or 

· political subdivision of such state, or by the District of' 
Colmnbia, with respect to income which is also subject 
to tax under this act. ' 

- . . . 

ii. . .The credit pioyided under this sect.ion shall npt 
exceedthe proportidn pf the tax otherwise due under 
this act that the amount ofthe taxpayer's income 
subject to tax by the other jurisdiction bears to his 
entire· New Jersey income; . 

. 2. . Thy credit against the :N'ew Jersey tax applies with · . 
respect tp the_incometax or wage tax paid in the other 
state orpolitical subdivision thereof on income which is . 
also subject to taxunder the New Jersey Act. Therefore, 
there shall be excluded from the income in the other state 
any income which is riot subject to tax under the New 

· JerseyJaw. 

Supp. 8-19-96 
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3. N.J:S.A-54A:4--l(b) prciyides fora l~itatiori onthe 
credit for tax paid to another state·. or political·· subdivision 

• thereof. ·The amount of .the resident taxpayer credit for. -
tax paid to another state_ Cir political subdivision thereof 
shall not exceed the percentage detive:,d by divid,ing in-
come subj_~ct to /tax in, the other jurisdiction by the 
taxpayer's. entire New·Jersey iricm:i1eJiniesthe tax other-
wise due under the New Jersey Gross Income Tax, Act. 

4. ror purposes of cieterinining the percentage; as 
provided in paragraph. 3 above; for limitation of the tax 
credit: · · · · 

, I 18:35-1.12 
. ' ·'. ·.. ...... . ,.· . 

i; ·. Example l: Ta.xJ>afer iµcome i& a~ follows:~· 

.· .. NEWYORK 
. ·wages ..... 

Capital Gains 
µ1ngTerm · 

Deduction. 
Total New York income 
NEWJE:RSEY 
wages 
Dividends. 
Capital Gains-. 

) '-. ' $15,000; .· 

. 8,000 
.• $23,000 

$15,000 
3,000 

20,000 
··$38,000 

i. · Income subject· to .• tax by.· the·. oth~r jurisdictio~ -- . · · Less: Exemptions • 2,000 
means those categoriesof income which ar,e· taxed by. ·· · .. · . • $36,000 . 
another jurisdiction before the .allowance ·for: personal • ; · New Jersey Tax · ·. · , ·. _ · .· .· · / ·. ·· · .• ···. $ : · 800 · .. 
exemptions and staridard and/or other' itemized deduc- .. Line 67 New York inco~e Slibjecf to .tax (not $35;000): 

tions and which are also subjeci'Jo tax under, the New tf!~0~~ Entire Nevv~ersey 1i:nc6me: $38,()00 .. " ' ' . 
Jersey G~oss Income Jax Act: ... · . . . Line · 69 '$23;000 + $38;000 ;;; 60.53% ·•)( $800 $484.24 . 

. 'ii. . Entir~ New Jersey hlcome inearis the categories .· 
of New Jersey gross income subject t9 'tax before . · 
allowances. for .personal exemptions· and' deductions. 

• ' I ' • • • • 

iii. · Adjlistment must be made: 

. ·. (1) In the numerator,' f~r 'taxpayers who' claim 
credit forincome in the numeraiorV\Thichhas·be~n 
ortly partially taxed by the. other . jurisdiction; a~d 

. (2) in the denominator, for taxpayers who claim • .. · · 
credit for income in the numerator as income subject 

. to tax in the other state or political subdi'vision 
- thereof which has already been e:x:¢ltJded ftom New 

Jersey income.. · · •. 

(3) For example, a taxpayer who.· includes in the 
numerator ( see line 69, N .J. 1040 ±:) pension and/()r 

· other retirement iiic.ome which is su:t,ject to tax; by 
the other jur\isdictiqn but which is excluded ifroin; the 
denoml.nator (line 17c of Form N.J,. 1040) ~hall make 
an aqjustment iri the denominator to add back such . 
pension and/or othenetirement income to reflect the 
entire New Jersey income. . .• 

· 5. · Taxes ·paid by a . resident _taxpayer under the· City of .. 
Philadelphia Wage Tax and. New Profits Tax Jre- eligible' 
for the resident tax credit.1 . . 

Maximum Allowable Credit . . . 

. ii. _ Example 2: 'Taxpayer income is as f~liows: . 
' . ' 

···NEW YORK 
. Rental Income : 
· N.Y.C Pension · 
Tota(New York Income. 
NEW JERSEY.·. · 

. Wages 
. • Rentaj Incprile · ... 
.. Pension (NYC) 

N.J.~clusion 

Retirement lnCO,me Exclu~iqn ' ' I 

. Less: Ex~mption~ 

'/ .:,,> 

$13,000 
'• 4,000. 
$17,000 

$ 2,000 
21,000 

$4,000 . \·,: 
4 000 · .·. -:-0-

$23,000 
· 6~000· 

$17,000 
, 2,000 

· $15,000 
Tax . , .. - .· · .· · . ... $ 300 . 
Urie 67 New York Income, Subject to Tax;·· $17,000 · 

· ... NeWJerseyGrosslncome;(Line 17c): -· .. $17,000 >,, · 
· Plus Exclusions: · : 

Pension Incom¢ 4,000 
· · · :RetfremenOncome . ·. , · ... . . ·6;000 
.. •· Line 68 Entire New Jersey lncome: .. · ~$27,000 .. .. . -
· Line 69 $17,000 + $27;000 =-62.96% x.$300 == $188.88 
. Maximum Allowable Credit · · · 

iii. Example 3: 
. i. ,. A W--2 Form must be attached .to the New Jersey A residerit;. New Jersey taxpayer has two businesses 
G. r.oss Income Tax R. es.ident. Return .(Form. N.J. 1040)· · , · · · (":.~\':___,,RY.,. 1'B"--N.J.) arid the net.profits.(or losses) from. 
to indicate· the amount subject .. to the City of Phiiadel- ·such. are both reportable at line• 39 of the returni The net 
phia Wage Tax and the amount of tax withh~ld. income of business "A''. is $50,000 .and is 'entirely attribut-

ii. A copy of the City of Philadelphia N~t Profits . able, to New York. The net loss of business "B" is $40,000 
Tax Return- must be attached to the New Jersey Gross · - and is entirely attributable to New Jersey. 
Income Tax Resident Return (Form N.J. 1040} to · · · · · · . . · · ·· · · 
indicate the amount of the City of ·Philadelphia Net The taxpayer ha~ paid a tax on $50,000 to New York but 
Profits Tax paid. · · .. . . · . ... · .·· only ori $10,000 to New Jersey ($40,000 loss netted against 

· .. the $50,Q00 net income ~t line 39) ... 
6. The following.examples will illustrat~ flow the maxi~ · ,. · · · 

mum allowable resident credit for t~ p!tid to another .. · The taxpayer may in~lude_as income, subject to taxby the 
jurisdiction shallbe determ~ed: ·. )other Jµtisdictio11 on line 67 (Form N..t. 1040) only business 

35-7 · , - ·. Supp. 2~20::96 .. 
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... . .. incoµi~<-S'.tlbject t.o/!a'lf in, New ~ersey .lajd therefore, \mist LisHlJ:e°foll~vying:> . 
deduct from _ the, $50,000 New York business inc_ome the · :_ ,.c 
'$40,000 not·subject to tax as business income in·New Je.rsey. - . · a.· OrosHhcdmflLine17ct. · 

·,; .. ·-. 

In·~~ event imiy.: a taxpayer claim a credit for incciaje' 9r . . b.• · ..... :P .. e .. nsi···0··•·· n E ... :·,··.".·· .. c ...• : •.. 1 •. •·.u ..... ·:.:s.1.•··:-o .. n ..• :. <.· .. t .. •.·.'·m··.·.•··.,··.· .. -•. ~r·, ..•. · •. •·.4.·,· .. .. c.·b_ )} .. -.• . . .\ · wage taxes paid:tci .other Jµrisdiction(s) unless the inc6me so -. · · _ 
'd&tjp~d 1s also inch1ded• in. entire Ne\\'.Jersey' ,iriccinie at line . '. · ... ·. . .. (see ili~trµctiOti;~belowJ .-

.• 68 ofthe return. ·.· , ,> ···.:. ,· . · · · · - : , ' < / ...... ·•· .·· .·.· ·•·•· •· .~ :::~r"<::::j~;:~~1 .. , . 

'raxp~~er Inc~m¢ js as 'follows: 
'. '·. ·'. ... ·-, : 

·.·NEwYoru<'.': 
<Business. lnG<>tne· .·. 

. ·.·NEW JERSEY . 
: Dividend Income · · 

·. Interest .. ·.. . . . 

.> Income ? · 
· · > · Iricome . 

; ,lltisiii~ss. . . · ·.· · 
· · ~ss 

.· :Less: .~e~ptio;s ' • . 

· .. I. . ._ .. ,· 
;·,. \ ... 

.. .•.... ·. 

. • d. • .. · Entire Nevv Jersey'.:Ipcom_e· (income ~subject to tai bf 
$ s,ooo···. another Jurisdiction which,is also .~ubject to- tax unde(the 
.. 2;000 ·_ : N .. J. Grosslncowe TafAct)'.. (.{\<ldJmes a/b.~9dt) (to .be 
· '3,000> ·<enteredhei:eanditlli)e ... 68;_} .·\/, / .' .. ·· , .. · .. . :. .:.:: · ·. . . ) .-

:J5o;999 · .· ·• · · .· · \IN.STRtJCTIONS: \ ·< .'. 

•. ·_ , .·. ·• .. Th~ a~qiJ~t ~f p~nsi~~ ~~clti~i,~n~laiJJ~ed ,~tfine 40b ;~d : .· . 
. .. )2,000 .··. the amount ofret1rementJ,lJ.con;ie~exclus1on.cla,1med atJme 

' 1 $l8,000 :- . 17b are -in_cl~dible ,-in· de~ermining. "entire ~ew-Jersey in- .. 
T~ . . . , < .·. , , . , $ 360 come" and arei th~refore, to be mpluded m :the fil!lOUnt· ·{ · 

. Line 67 New Yorklncome . . •$5o';ooo / re:e~rte4 by you a_tlilie 67 /' : '· · · · · ' 
. ·. Less: AmounrNotSubject to. tax in 
, -, ~ew Jersey· : • ·. • ... ·· < ': . • '40;000 

,': Income Siipjecfto,Taxin,~ew,york .• · -· 
. . :Which. is a1so Subject toTQX in N:ew . ; A. r~~ide11t New 'Jersey i&Xp~yer )as}wCl blisfues~~s •and ... ··· .·. -

. - · Jersey: -·• 1 •·. · ···•· . • $Io,ooci · the net profft.s: (orJosses)from sµcJ:i are J)oth fepor.table ~t, -· . ''.Line68EntireNewJerseylncoii).e:: . : $20,QOO f> . . ......... , .• .. . . ·. .. . . . . . ··.-. . . i. 
···· Line69 $1Q;OOO+ $20,000::..50% of $36P~S180 Maxi-. 'line34'.ofthereturn;. Thenet:fuc/}me",ofb.lisiness''A''i§. 

mrim Aliowable credit, . . . ·- . . . . .. . . . $~0,000 ·an,i;L isi entirely attrib,'(ital:>1¢ to :New Y oilc.. Th¢ nef 

, . ~;; : EJcfunple 4: · Taxpayer iqto~i isas follows: ,\. ' , >. ~!$0} e!re;~ess: "B'~js ~4P;;OO andJr~~;tely a~fi~ut_~blt: • 

. _ , :··.•. ~g!fRI<: •· ,·- . :· $15000 •.. . The t~~;ed:i:'-aspaid at~ ·on"$50;0QQ tCl:New·Y~rk.but '_·. 
1.~Ss Sjck Pay qµa(i:fying in New Yoi::konly,~ " •. s:ooo ' ' ' only oii $ l_o,,090 to New Jersey ($~0;000 netloss ;netted from --
Tot~ Nevv' Yorklnoome· . . .. . $10,000' $50,000 net incoriifatliil,eJ9).: ·, • .··., > -.. -, ;,· / : .:) : 
.N.EW JERSEY 

·.':.Wages 
, Dividends . . Sis,Oop . J'lie taxpfly!!r ni&y inelude: _as inco~ :subJecf fo taiby: the· 

. : 3,000 : •. -·:. othet.jurisdiction oh Urie 67 {FornfNJ.1040) dnly·business 
· · ·· . 2,ooo incowe subject tq Jax in• ew )ersey .. am;l• t.Qerefqr~ tnus't •·· .,.•·.capital.Gains· 

. \ ... . ~ss: &erpptions. . $20;ooo ... ·· .. deduct•fro'-'cllthe .$5o;boQ New ·York busiitessincpme the 
, " 2•000 ·. . . $40,00Q·no{subjec;:tjo tax Moti$'iness income· in New)ersey; , •$i8,00Q . . ." ··.•. ·. •, ' .· 1 •· " • . . .. . I .•::. • • • 

I ?·$360. · '· .. · .. · · · · .. · · - · · ·. .· . 
· Truf , ·. Xn no ·everif may:'a t~~yer cl~ ii~tecl# for ;inc~~~ ~{ . 

-. <L$ .. 1ino.e,·o·.··o•.6.·07.·· Ne. w: .... ::.•·. o ..... r·•.k··:i.··,n···· .. ··.co.· ... · -.•.m.: e '.Su··.·.·1,.···•·'!~ec·i. ,io.·· ·.T·. :.~.·· ·:{ n.·· ... ()t'$·•·1·:S ... ~;9? .. 0:. ).·· .. :.··· .. :- .·,: w~ge :taxes paid to' ptl}erjuris~fo~i9~(s)\1n;Iess the· income so ./ '. . . . claimed is. also inclµded, in entire,Ne'w Jersey irlcollle at line'. · ~, 
· L.in~ 68 Entir'.e NeV\' Jersey Inco~e; $20;000 ; · ·. :• · '68 ofthe t~~rn: · - · · · · , · · ·· ·· · · · · 
Line 69 $10,0QO +· $~0,000 = 50%'. qf $360 = $180 -Maxi-
mum Allqwaple Credit . ' . ,;~·. . ,• . •'r~,ay~f-sh~uli!~taµi•·tbcis .w9rk§he~t {or~~iibJ!~ti~tfon_ 
t I Tb¢ foilowiiig is the. worksheet for ci-edit}or taxes ofth~ .crec;lit daiined; > - ' ' ; ', i. 

- \ 

paid to:·anqtherjurisdictioti: , . . . . .... • .... _,. . ·. . 
1 

R . Instrm'::tio11 fqr line 61i>J;?f(ilqt include: on~this line 
· i · any in.come· whicli has peen: ,excliid¢,d orS:d!!ilu~ted fi;9~ . - \> 

. WORKSHEET FOR. CREDIT TO ... . the.: taxa,bfo gross :in com~ oLothei: jurisdicti<;ni( s ): or.\\'.llich '. . . .•· . . .. 

. . OIHER:,J'URJSDI~(;)N~h i.: < . 1. ' • • .. ·.:. .·_·. ha· ... a.Ps.·•.·on .. rtip. !o:hn·. ~e9nf .. · .. : .. t.laxo··n:.eg· ~t-.ebrmy, t. ;,th_.c: .. ·aepr•·.•1:tjau.•1r:J ... gs'da1.m:c.•.ts,io·······an.·rJ. es_ :.>.:e·.x·.,cEx. l_u_ad· .. · .. me.·-dp····.1·.·fe .. · ..• r:o·.···mlf.,, ··.:·.····\:.r\.····· ... r. 
. . (U. se, th.is ~orks. h. ~~t. }o·.·· dete. tlnine. <'e11tire ~ew · J,.ersey,.. , . J 
wc.ome ' at line 68. of, the return • if a credit to: other such taxable i11come, · such ex~Lµded• p·ortio!1s Jnay qot be; · c : · 
j~risdicti9nsis b_t:in.g ~lEµliie.d,) .·• - inchided in line.67. · · · · - · · · · · 

·.'" 
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NEW JERSEY GROSS INCOME TAX 

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 year by another state or political subdivision 
of such state or by the District of Columbia, shall not 
combine in the P:umerator (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 sho"7n 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 
subject to tax in both the other state arid political subdivi~ 
sion of such state are not equal, a separate calculation 
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 political subdjvision of such 
state. · · · · 

For example:· 
STEPNO. l 
Line 67 , Income subject to tax in both the other state 

· · and its political subdivisions 
Line 68 New Jersey Gross Income 

(Line 17c, NJ 1040) 
Line 69 Line 67 

\ 

_· _ x New Jersey Tax (Line 25, N.J. 1040) 
Line 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 jurisdiction 

and not in the other(s}. · ' 
Line 68 New Jersey Tptal Gross'Income 

(Line 17c, NJ 1040) 
Line 69 Line 67 _ 

_ x New Jersey Tax (Line 25, NJ 1040) 
Line 68 · ' 
= Maximum allowable.credit 

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

Line 71 Lesser of Line 69 or 70 

STEPN0.3 
Step No. 1 Line 71 plus Step No. 2 Line 71 

The following examples J illustrate. the above . outlined proce-
dures: .; ... 
Example 1 

Taxpayer A 

(1) Total Gross Income (Line 17c, NJ 
1040) 

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 · 

$100,000 ' 

35-9 

(6) New York City Tax: $225 
(7) New Jersey Tax (Line 25, NJ 1040) 

.,$2,690 

Calculation of Credit 

STEPNO.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) 

Line71 

New York City 4/5 x $225 
~ased on $40,000 as indicated 
on line (4) above) 

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

___ $2,690 
100,000 

Line 70 /15 x $225 
Line 7J 

STEP.NO. 3 
Line 71 Step No. 1 

Step No. 2 . 
Line 26 Total New Jersey Tax Credit 

Allowed 

Example 2 

Taxpayer B 
(1) Total Gross Income (Line 17c, 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 (Line 25, NJ 1040) 

$2;690 

Calculation of Credit 

STEPNO.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 Jin~- ( 4) 
above) 

Line 71 

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

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

· Line 68 
Line 69 $10,000 

18:35-1.12 

$2,700 

180 

$1,076 
45 

$1,121 

$2,700 

·, 
$ 40,000 
100,000 

1,076 

2,880 
$1,076 

$ 10,000 
11)0,009 

269 

AS 
$ 45 

$100,000 

$ 40,000 
100,000 

1,076 

----=18=0 2,880 
$1,076 

$ 10,000 
100,000 

Supp. 3-17-97 
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i00,000 
Line 70 (5) Ab9ve Less:· Step 

No. l, Line 70 · 
Line 71 

STEJ> NO. 3 . , 
Line 71 Step No. l 

Step/No, 2, 
Line 26 Total New Jersey T~ Credit 

Allowed 

Example.3 

Taxpayer C , 
Income the same in both state arid city .. 

Line67 ,.· 
Line68 
Line 69 $40,000 

$4,200 · 
2,700 

$1,076 · 
' 269 

$1,345 

·269 

$ 40,000 
100,000 

----,-- X $2,690 . 1,076 / 

Line 70 

Line 71 

.100,Q00 
New York State 
New York City 
(Line 26, NJ1040) 
TaJ!: Credit . 

$2,700 
~___:;18=0 . 2,880 

$. 1,076 

i, When dauning' a creclit for tl?,e ,taxes paid to 
another jurisdiction and/or political subdivision, the ' 
taxpayer·· shall file with · the ·New ·•Jersey · tax -return; . a 
signed copy of the tax 'retlirn filed with the other 
jurisdiction••.• arid/or•··.·.·political ;subdivision showing the· 
amount of the tax paid.·• A W..c2forfil oritsequivalent 
which indicates . the withholding of income tax in, an,oth-
er jurisdiction and/or political; subdivision, isccmsidered 
prim,a·facie evidence of.such amount of tax paid where .. 

. ·the. t~g .·jurisdiction. and/of poHtical subdivisi,on im-
po~ing • an inc:ome. tax or '.Vage tax. does· not require the 
filing of a return by the taxpayer claiming a credit . 

. - ,. -·· 

iL. Where a taxpayer claims credit for taxes paidt9 
more than orie state on incqme earned in that state, a 
separate computation for the· i;naximum allowable credit 
shal~ be made for each such state ... 

iii. Example l: Taxpayer lricome is as follows: .. 

Husband and. Wife File Jo4itly22 Exemptions 

NEWYORK 
Wages· 
Standard Deduction 

• Exemption 
2.x 66.6% ($700)··· 

· New York State Tax 
Nevv York City Tax 
Total Tax 
NE,WJERSEY 
Wages. 
Interest 

. Dividends . 
Other Income 

Exemptions 

$20,090 
· 2,400 

· $17,600 

...--m 
. $16,667 

$1,027 
___:__fil 
$ 1,108 

$20,000 
; 1,000 

2,000 
.. 7,000 
$30,000 

•.. · 2,000 

Supp. 3-17-97 35-10. 
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. . . 

· · NewJerseyTax.,. 
Tax c:redit < i . . .. ··• . . . . ··.·. .. ·. 

· Line 67Jncorile Subject to •Tax by Other Jurisdi.ction · • 
Line _68 Income Subjectto1Tax by New Jersey·· · · 
Line 69 Maximum Allowable Credit · 

$20,0.0,0 + $30,000 x $600 (N.J.Tax) = 
Line 70 Income or Wage Tax Paid to Other Jurisdic-
tioii:s . . . . · . .. · 1 · 

Line 71 New Jersey Tax Credit Allowed.· 

. $20,000 
$30,000 

$400 

'$1,108 
$400 •. 

iv. Example 2: · Taxpayer In.come is as foUows: Hus~ 
band and Wife FileJointly-2 Exemptions 

OTHER STATE 
Wages 
Assume· 

State Tax 
Local Wage Tax 
Total Tax . . 

. Wages 
.. Interest 

Dividenos 
Other income , 

Exemptions 

New JerseyTax 
";Tax Credit ·. . ... , . 
· Line 67Income Subjectto'Tax by Other Jurisdiction 

Line 68 Income Sµbjectt<>.Tax by NewJersey · 
Line 69 Maximum Allowable. Credit 

$20,000 + $30,Q00 X $600(N.J,'.faii:) = .• . . 
Line 70 Income 9t Wage Tax Paid to .Other Jurisdic-
tions · . .. 
Line 71 Ne\V Jersey Tax Credit Allowed 

250 . 
______12. .• 
$ 325 
$20,000 

··· 1,000. 
2,000 · 

·. 7,000 
.$~0,000 

;-' . 2,000 
.. $28,000 

$ 600 

$20,000 
$30,000 

$400· 

v. ExampleJ:; Taxpayer Income i~ as fo\lows: 
. . 

Hus))and and•Wife File Joiritly-2 Exemptions 
OTHER JURISDICTION 
Wages· . . · 
LqcaIWage Tax·• 
NEWJERSEY 
Wages 
Interest.·., 
Dividends 

Exemptions 

Tax 
Tax·Credit 
Line 67 Income Subject to 'l'ax by Other Jurisdiction 
Line 68 lncome;Subject to 'l'ax by New Jersey . 
Line 69Maximum Allowable Credit 'i . . . 

$20,000 + $24,000 X $450 (N.J.Tax)= ·. , 
Line 70 \\-'age Tax Paid to Other Jurisdiction 
Une 71 New Jersey Cr~ciit Allowed 

. $20,000 
$ 800 

$20,000 . . ~;ggg •.· 
$24,000 

· .. · .·2;000 
$22,000 
$ · .. 450· 
$20,000 · 
$24,000 

. $375 
$800 
$375 

vi, lliampl~ 4: Taxpayer Income is as follows: 

Husj)and andWife. File Jointly--2 Exemptions 
O'.fHER JlJRISDlCTIONS. 
State A'-"'Wages • 
State B-'-Wages 
Assume · · · 

;StateA..,..Tax · 
· State a:.,..,. Tax 



NEW JERSEY GROSS INCOME TAX 

NEW JERSEY 
Wages 
Interest 
Dividends 

Exemptions 

New Jersey Tax 
Tax Credit 
State A 
Line 67-Income Subject to Tax by Other Jurisdiction 
Lirie 68-Income Subject to Tax by New Jersey 
Line 69-Maximum Allowable Credit 

$10,000 --:- $28,000 x $550 (N.J.Tax) = 
Line 70-Income oi-Wage ·Tax Paid to Other Jurisdic-
tion 
Line 71-New Jersey Tax Credit Allowed 
State B 
Line 67-Income Subject to Tax by Other Jurisdiction 
Line 68-Income Subject to Tax by New Jersey 
Line 69-Maximum Allowable Credit 

$15,000 --:- $28,000 x $500 (N.J.Tax) = 
Line 70-Income or Wage Tax Paid to Other Jurisdic-
tion 
Line 71-New Jersey Tax Credit Allowed 
Total New Jersey Tax Credit Allowed 

State A-$150.00 
State B-$294.65 

R.1979 d.433, effective October 26, 1979. 
See: 11 N.J.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 Notes 

$25,000 
1,000 
2,000 

$28,000 
2,000 

$26,000 
$ 550 

$10,000 
$28,000 

$196.42 

$150.00 
$150.00 

$15,000 
$28,000 

$294.65 

$600.00 
$294.65 

$444.65 

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 credit" 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 jurisdictions but 
completely offset by allowable partnership loss deductions in state; not 
included in numerator of tax credit fraction .. Kanarek v. Director, Div. 
of Taxation, 14 N.J.Tax 589 (1995). 

In calculating credit fractionnumerator, 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 loss, 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 erroneous. 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 properly calculated separately for each New 
York City and state tax. Willett v. Director, Div. of Taxation, 10 
NJ.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. Stiber v. 
Director, Div. ofTaxation, 9 N.J.Tax 623 (1988). 

18:35-1.13 

Foreign city income tax that did not 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, Diredor held to have 
properly excluded alimony payments from the numerator of the fraction 
used to calculate the credit foi' tax paid to New York. Nielson v. 
Taxation Div. Director, 4 N.J.Tax 438 (Tax Ct.1982). 

18:35-1.13 One-time election to exclude up to $100,000 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 rule: 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 thefive 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 taxpayer 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 ~f 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 requirements if the taxpayer was at least 
55 years of age 'prior to the date of th~ 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 !on- · 
over exclusion: This one-time election may be coupled 
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 principal residence is equal 
to or greater than the adjusted sales price of the principal 
residence sold. 

7. Multiple rollover provision-Applicable only to res-
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 deductibility of moving 
expense for Federal purposes. 

35-11 Supp. 3-17-97 
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i: Example: OnJanuary 1;1979, a taxpayer sold his· 
personal residence in Englewood at a gain· and pur-
chased a more expensive residence in the same dty on . 
February 15, 1979. The gain: derived from the sale of 
the first residence qualified· fpr deferraLunder the law 
and the taxpayer was not required to report .the gain for 
tax purposes.· . In August, 1979; the .. taxpayer's employer 
permanently transferred him to a new principal place of 
work in Cherry Hill which transfer qualified the taxpay-
er to deduct his moving expenses for Fed.era! income 
tax purposes. On September' 1, 1979, the taxpayer sold 

. his Englewood residence at ,a gain 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 a gafa during a two~year peri-
od, However, in this situation; the taxpayer qualified 
again to defer the gain d.erived . 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 c9nnection 

. withfelocation in employmenrat·a new principal place 
of work and because geographic and Federal moving 
expense requirements were IIlet. 

ii. Where the IIlultiple · (ollover provision applies, 
the basis of each new residence mµst be reduced by the · 
amount of gain deferred on the preceding sale. · 

R.1979 d.475,.effective De~mberS,1979. 
See: 11 N.J,R. 594(a), 12 N.J:R. 56(c) .. 
Amended byR.1987 d.476; effective No~ember 16, • 1987; · 
See: 19 N.J.R. 1182(a), 19 N.J.R. 2201(c). 

18-)11onth changed to two-year. · 

18:35-,-1.14. Partnerships and pa'('iners 
( a) . The following · words and . :terms, · when used ··in· this 

section, shall have the following meanings: 
1, · ''Partnership" means and shall. include a syndicate, 

group, pool, joint. venture and. any other :unincorporated 
organizatio11 through orby meansofwhich any business, 
financial operation or ventur.e is carried on·. and· which is 

··· IJ.of a corporation, trust or estate within the meaning of 
the New Jersey Gross Jncome T.ax Act. "Partnership" 
shall not include: 

i. Apublicly traded partnership; 
. ; ' . . 

ii. A limited partnership association; 
m, An unincorporated organization wllose. members 

properly.·. elect to . exdude ·such organization· '.from the 
application of S:ubchapter K,,of Subtitle A of the Inter-
nal Revenue Code; · or 

iv'. Any other entity whic::h is not taxed. as a partner-
ship. for Federal income tax purpos~s. 
2. "Partner" means and. sl::iall· include any person. or 

entity subject to the Gross Income Tax .who shall be a 
member of a partnership, whether as a general partner c,r 
a limited partner. · · ) · 

. DEPT. OF TREASURY""---TAXATION 

(b) Partners, not partIJ.erships shall be subject to tax and 
resident and non-resident part11ers treated as follows: 
. .·· L Apartnership as such is not subject fo the Gross 
Income Tax. However,.· each partner of· a partnership shall 
be subjectto Gross Income Tax on his or her distributive 

· .. shares of the categories of New Jersey. gross income; · 
whether o:r notdistributed, realized by the partnership for 
its taxable year ending within or with such partner's 
taxable year. . Each partner shall account for and report . 
his· or her distributive shares of the partnership's catego-
ries of New Jersey gross incomt:: in the manner provided 
in (c) below. . . 

2 .. A partner who is a resident taxpayer of New_, Jersey 
shall report and be subjectto Gross Income Tax upon 
such partner's full distributive. shares of the categories of 
New Jersey gross income of each partnership in which 
such partner js a member, regardless of the sources from 

· which such income was derived by each such partnership. 
' .. ' ' ,_ . ' . 

3; . A partner who is a nonresidenttaxpayer of New 
Jersey shaH report and be subject to tax :upon the distribu-
tive shares of the categories of New Jersey gross incotne 
of each partnership in which such partner is a member, 
but only to the extent such income was derived by the 
partnerships from sources within·Ne\.V.Jersey. 

i. • Where a partnership's business is carried on sole-
ly within New Jersey, all items of the income, gain, 
expenses or losses of the partnership are deemed to 
have been derived Jrom sources within New Jersey. 

ii.. Where a partnershiisbusiness is carried . on· both 
within and o:utside of New Jersey, the portion pf the 
partnership's income, gains, expenses.or losses attribut-
able . to s9urces within New Jersey shall, except as 
provided in {b )3iii b{!lQw, be determined by use of the 
New Jersey Business Allocation Schedule · (form 
NJ-1040-NR~A), as prepared by .the partnership, 

. ' ' . 
iii:. Where a partnership's business is carried on.· 

both within and outside of New Jersey, and .the partner-
ship believes that the determinati?IJ. c,f the portion of 

· the partnership'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 equ~table allocation of s11ch items to sources 
within and outside of New Je~sey, .and the books and 
records.of the partnership wiH disclose to the Director's 
satisfaction a more appropriate method of allocation of 
su9h items, the partnership may requesCfrom the Di-
rector. an exception from tp.e use of the New Jersey 

'>Busi11ess Allocation Schedule. Any· such request. shall 
· be made in writing. and shall· set forth the basis of the . 

·.• 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 
p~rtnership's exception ;request and the approval of 
such request by the Director. · The partnership's· excep,, ·. 
tion request, once approyed, shaH be mad.e every three 
yean;, unless the ,Director or the partnership requests .a 

. change soon~r.. · 

Supp. 3-17a97 35-12 
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(c) The detenninatiori of a partner's distributive shares. of 
the partnersbip's items. of gross income shall beias follo:ws: 

1. Each partnership which has one or . more .New 
Jersey resident .partners, ·or which .derives any item of. 
gross inc9me frnm sources within New Jersey, shall com0 

pute itsiNew Jersey gross income in the sam,e manner as 
would. an individual taxpayer;··. Such gross income shall be 
allocated according to its character aµiong the categories 
of gross ·income specified in ·N .. J .. S.A54A:5""'1.-. ,Each 
partner's. respective. distributive shares of the• partnership's 
various categories of gross· income shall be determined by•. 
the partnership agreement ofthe partnership in the. same 
manner the partner's. distributive share of partnership 
income. is det,ermined for Federal income tax . purposes . 
. . 2. Each partner shall report as such partner's ''distrib• 
utive share. of partnership income" described .in N.J.S.A. 
54A:.5-lk the net aggregate amount of: . . 

i. Theipartner's .. distributive sh.aies· of the.net·profits 
( or loss) from each partnership of which such partner is 
a member derive.cl from the conduct by· such. partner-
ship of a business, . profession or other income0produc~ 
ing activity, provided such business, profession or in-
come-producing . activity· constitutes the·· conduct of·· a·. 
trade or business, plus .. 

ii. The amount of the partner's guaranteed pay-
. ments, as determiriedfor Federal inc:ome tax purposes, 
from each partnership of which such partner is a mem-
ber. . •. . 

. . . 
3. A partnership shall determine · its net profits . (or 

loss) from the .. cop.duct of. a business, profession-.or other 
income-producing activity for purposes of this subsection 
in the same manI1er an individual taxpayer determines his 
or her "net profits from business" pursuant to N.J:A.C: 
18:35--:1.25, provided, however, in. the case· Clftiered part• 
nerships, a partnership shall take into ac:count its. distribu-
tive· share ·of• partnership income from. ariy pa.rtnership. of 
which it is a member. . . . 

4. Each partner shall report such partnefs diStrib1.1tive 
shares of each category of New Jersey gross income bf the 
partnership, other than _the partnership's nef profits (or 

. . . . • .· .... · .... · I .... 
loss) fromthe .conduct of abusiness, profession or other · 

· income-producing activity described iri ( c)2 and 3 ab9ve; 
as an item of income attributable. to suchtategoty of 
gross income in the same manner as if the partner had 
derived such item of gross income directly from sources 
other than a partnership, Each suchitemof gross in-
come attributable to anycategory of gross incorp.eshall be 
reported on a consolidated basis with the. partner's other 
items of · gross income which · are attributable.· .. to. such 
category andwhich are derived. from sources. othj;:r than a 
partnership. · · · · 

5. In the case. of any category of gross income .. which 
pursuant to the Gross Income Tax Act is tobe deter-
mined on a. net income· basis, a. partner's distributive share 
of partnership income, gain, loss or expense attribµtable . 

18:35-1.14· 
,·. _- ··: ' . -, . ' ,, . . . 

. ,• ' . . 

to such category shall pe reported on a .net c9ns0Hdated 
basis with the.· partnds items of income, gain, loss or 
expenses derived from sources 6ther than partnership 
which also are attributable to the same Clltegory of gross 
income. 

(5: Apartner may riot report a distributiJ~ share of 
partnership income or lci~s on a consolidated basis with 
the partner's· netjncomeor loss from business derived. 
from sources other tha0. a partnership,· 

.... 7. In determining a. partner's. distributive share .of 
partnership incom.e or loss, no qeduction is allowed for 
expenses which are _not incurred by the partnership; 

8, Th6 prov{siohs oftbis sec:tion are illustrated by the 
following examples: · 

Exarnple l: .. A partnership sho\VstheI9llowingincome.ori 
its . Federal Partnetsp.ip Return oLincome (Fotm · 1065): 

· Partnership ordinary income .(derived from 
the conduct of a trade or.business):· 
· Included in the partnership's ordinary 

incqme .·is· interest income of $500 de0 

r.ived. from US. Treasitry bill~ and ex• 
· eluded from the partnership's· ordinary .. 

income is interest income of .$300 de-
rived Jrom State of New. York bonds 

Dividend income (non-business. sour~e}:. 
Long term capital gain on Sale of'partner-

ship capital assets: · 
Total · 

$25,000 

1,200 

. 1;000 
· $27,200 

Partner Ahas a 50 percenf illterest in.the partnership and 
is entitled to a 50 percent share of partnership profits or 
losses.. llow does partner A report his share of the partner-
shiJJinconie or gain on hi.s New Jersey Forl)l NJ-1040? 

Partner Areports this income for New Jersey· Gross 
In.come Tax. purposesas··follows: 

\ ' . . .· ·-.--.. - : ' . 

Distribut_ive share of federal partnership or-
dinary income . . . .· ··.. . ....•. 

Adjustments for N~w Jersey. GrossJnc:ome 
Tax purposes: . . .· 

Add: Interest on New. York State 
bonds . . ' 

Deduct: Interest on U.S. Treasury bills· 
Partner A's' distributive shiire of partnership 

income:•·· ' .. . 
· .· Dividendi.: < · .. 

. Net gains from disposition ofproperw: • 
Total.New Jersey Gross Income: ·. $13,500 

Exal)lple 2: ·. A taxpayer has the followingjncome: 
,. . ' . 

Distributive share of partnership. income, in. 
.·. duding $5,000 of guaranteed payments: · 
Pistributive. sh~re of paitnership .capital gain 

(non-business): . .·· ; 
Sa.lary. and ~ages from employment: 

.•c:apital. Joss.pn .. sale of individµally owned 
stqck: 

$12,000 

2,000 
15,000 

(4,000). 
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Example . 6_: . Taxp~yer is :a pai;tiler in two: partnerships. The taxpay~r also incutr~d _urir~imbursed busjnessie,q,ense{with · .. 
respect to his partnership in the am01.Ult. of $3;000. · .. - . · Partnership A is a ni~dical partnership and· Partnership B 1s .· · 

a securities partnership: E:ach partriership's activities con~ ' . · Th __ e taxp_ayer will re~o_ r(this in_ f~rmation_ on 1:ris __ .· N.J~1040 . 
stitute an active trade or business: The Federal Schedules · 
K-,-1 (Fonn 1065) i~uec:lto the taxpayer by the partnerships < . as follows: . . . .-~ . · . 

. C01,itained the following infom1ation: : ' .. . . •. ' - . P~itnership ~efordlnary iricome $10 <irio . 
Guaranteed payments . . . s'.ooo 

· Partnership A . hrtilei;ship $15,009 
· ' . B · A,djustm~nts . . . ·· . ,; ·. · .· · ... 

. ($240,000) t .. Taices' B~ed 011 Jncom~ . 
§ 179 Peduction 

; Partnership net ordinary irico~e · 
Other income: · 

• $19o,ooot 2,000 :· 
·. (1,000)_ . 

· .. Interest: 
Dividends:. 
~apital gain: · 

· Net· gain or loss under I.R.C, 
§ 1231. .·· .. .. . 

The .taxpi;iyer -also incurred with r~- · 
spect to his partnerships :the fol-.· 
lowing unreimbursed business ex~ ·.. . 

. penses'. . .. •. . . .• I , ·. •· .. 

t Business income. 
tt Non-business income. 

J· ··; 

' 5,000 tt- . .. . 1,000 t 
. 25000t 

gooo_tt · 20:000 t 

(5,000) tt 

is·,ooo, · ·•s;ooo 

Disttib~tive share of partriel'$hip . ' . income: . .· . . . . . . . . 

I.; ··•.1,000. 

16,00!J° t' 
interest income .. 

Adjustments: 
, Interest income , from u:s. · : 5,000 

Treasury bills . ·.•· •· (2,0~0) , 
Intere~t. inco~e ·· from · New_ 

. . Yqrk State bonds . 2,0QO 
Net Adjustments.: . . . . .oc •· 

· Interest: · .: ·. · · · · • · · 5,0pon 

The Taxpayei:·wfil ;epo~t this 'income on hisNJ'":104() as·. 
follows: · · · · · · · 

· Net Ciajns from the disposition of 
,Property: . < :,:, · · · / .. 

§ 1231Gam - . · · .. -.•· . .· . . 4;000 . 

Partnership A · ·, .. · · : · i · 
Partnership Ordinary Income 
Partnership B .. . .. ·. i · 

· Partnership net ordinaryincome 
· Interest · · ·· · · 
Dividends. 
Capital gain 

· I)istributive.sha~:of par~irship 
. income: . ' . . ·• . ' 
Interest ._.·.income · (Partnership 

·A): _· _· - . 
Gains from disposition. of. prop-

erty: . .. . .·. . . 
C:apital · gain ' (Partpershjp 

$100,000 

($240,000) . ··. 
1000 ... 

· 25:000 . ··•· 
20,000 
. . . :<(194,000) .· . 
· \ '\94,000) : <,· 

ft\l6te: ·. Keo~ Plan ~ntnbutio~ for partners;: chai-itabl~ coritributioris not · 
. deductecl uncl.er I.R.C: § 162 arid unreimbin'sed business ·expeµses are not 
de,cluctible for:Gross Income Tax purposes .. : . . . . .. , : 
'tt Note: · The ·cost to carry the New Yori( State bonds .caruiot be deducted 

· · because the expense was riot faqn'redinjhe qrdiilaty course: of a trade or 
. . bu~iness conducted by tµe· partriership. . . . .. 

. .1 Example' 8: Thetaxpayeris a, New Je.rsey .resident who is 
a partner in nyo pa,rtnerships, Partnership A is·_~ N r;,w York . 

-· based :securiti¢s partnership and Parµiership ,B i$ . a, New 
· Jerse.y,,based accounting partnership'. .. Each partnership's 

.· o t 1 • activities constit~te. a11 1:tctive- tri:tde or business. • 'J;he,Feder-
. ·._· al forms Schedule x;;, 1 {F,orin 106~)1 is~ued to the taxpayer 

s,ooo . . by the pa~ine~ships · contained. the . following information:, 

Pii11~~~ship 
.A 

:Partrt~~sit1p · 
B .. A) ·. . . 12,000 

§ 12311oss (Partnership B) (5,000) · · Partnership Ordinary Irtcom~: 
Guaranteed payments: . 

($i0,OO0)l 
. 2;000 

s;ooot 

.. ($15,000) t .· · .. 
Net gain .- from disposition . of . . . 

. property: . . . . . . . . . . _··· ',7,000 . 
t Note: Taxpayer would report ''O" on tile line of hisNJ.:..1040 callini! for __ · .. · 

, the taxpayer's distributive ·share of partnen;hip income, Howeviir, if ·the · 
taxpayer had been a partner 'of a third partnership; up. to $94,000 ·of the· 

. taxpayer's distributive share · of iii.come realized by . the third paitnership• -
from the conduct. of a trade or bµsiness could be offset by tile net $94,000 
loss from Partnerships A and a; , . · . ·. . . ' . 

· Example 7:, The Federal form Sch~dule. 1(-((For~ 1065) · · · 
issued to a New;'Jersey resident partner of a partnership · 
actively engaged in the practice of lawJn New York con~ 
tained the following infotn111tion: _ . , 

Partn~rship net ordinary inlX)me; · ·._ 
Guaranteed payments: . •··. _· . · . . . . 
Interest (Includes $2,000 from. u;s. Treasury bills. and 

· does not include $2,000 from New York State bonds) 
(non-business): · . · · · · ·· · 

Net gain under lR;C. § 1231; 
I.R.C. § 179 dedticticin: .• . 

$10,000 . 
!5,000 . 

·. . . . : 

. 5,000 
-.4;ow 

. ·,,:J,000-. 

· •Interest:··:··,.· · . _: _:_· •·. 
' .Interest fr-om ·'fr:S.· Treasury 
. Bills 'iricluded in the interest 

above · .: : .· : i . · .. 
· · Interest ; from. Pennsylvania .• 

State· bonds riot , ~ifcluded iri · 

1,ooot · 

. .... interest above/ · 5,000 t 
Dividends: ... , 5,000 t ·. 

. · Net short• tertll capital gains or loss- . 
. ·es:_ • · \·._ .. ·.· J .(2,000)t 
~epong term capital gai!)S orfosses: . ,., 1s;ooo t 
Net Gain under§ 1231: · · l500 tt 

.· Taices based,on im;orne (UBT): . · ijoo'f'< -
.Cost to carry Pennsylvania bonds:: . 1,000 t · 
Keogh deduction~:. ··•·· · . . . .. 4;000 
C::haritable contribution incurred -as a 

business ezj>ense: .. · 
. :'. ·' .···-

. t. B~siness inco~~-
tt Non-biisiness income .... · 

.·(1:oooj.tt 

. :: ··:: 
. - 3,000 

Taxes based on income (UBT): · _·. ·. . .. -· 
Expense incurred tci carry New York_State bqrids: . 
Keogh deduction: . . · · . : . . · • · · · · 
Charitable contributions (non°busi!)ess): .. r•; • 

. The taxpayer is also a :shareholder° in a New York S 
. 2,000 . corporatio11. · · The Scliecl.ule K~l issued by the S corporation 

·· 3,()00 •:· . showed-an ordinary loss of($5,000)t. 

- ) .· 

< 
·'··1 

I•. ,: 

(. 
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The taxpayer wili · report this information ~n his NJ-1040 
as follows: · 

, ·• P11rtnership A 
Partnership ordinary inco(ne 
Guaraht(led p11ymerits 
Interest ', 
Dividends 
Netshort ti:rm capital loss 

1 Net .long term capital gain 

Adjustments: 
Interest income from· U.S. 

Treasury Bills · , 
Interest income from Penn-

sylvania State Bonds 
Taxes, basecj on income · 
Cost to carry Pennsylvania 

bonds 

Distributive share of partnership 
income from Partnership A: 

Partnership B 
Partnership ordinary income 
Charitable contribution incurred 

as a business ezjJ~nse:, 
· Adjustments: · 
Distributive share of partnership 

loss from Partnership B, · 
'·· , , Distributive .share of partnership 

income: 
Interest (Partnership B): 
Gains frori1disposition ofproper- • 

ty: 
Net gain under § 1231 
· (Partnership A) • 

Net longterm capital loss 
. (PartilershiB B) , · 

Net gains from the disposition of_ 
property: 

(10,000) 
2,000 
8,000 
5,000 

(2,000) 
: 18,000 

(7,000) 

5,000 
2,500 

.·. (1,000) 

$21,000 

(500) 

2q,500 

(15,000) 

(3,000) 
___:Q: 

(18,000) 

2,500 
3,000 

1,500 

(1,000) 

500 
. . ' 
t Note: S Corporation status is not recognized for New Jersey Gross 

Income Tax purposes.. An S · Corporation shareholder's share. of the · 
corporation's loss i~ not deductibl~ for New Jersey G,ross Incon1e Tax 
purposes .. 

( d} If a. partner's tax~ble year differs. from that. of the 
partnership, the partnerjs- to report the partner's distribu-
tive share of income, gain ~r loss for the taxable year of tpe 
partnership which ·ends with or Within his or her ta.xable 

. ' .yeaL 

Example 1:. A partner'st~able year ends on Decembe.r. 
31, 1979, while the partnership's fiscal year ends on June 30, 
1979. The P,¥tner is to report the partner's entire distribu~ 
tive share .of the-income, gain or loss from the partnership'·s 
taxable year ended June, 30, 01979 on the partner's 1979 
NJ-1040 .. 

(e) The following apply to partners who are part-year 
• residents: 

· L A partner who is a resident taxpayer forpart of any 
taxable year. and a nonresident taxpayer for part of such 
ta.xable year is required to report his or her distributive 
sha~e of partnership income' as follows: ' ' . . 

\. 
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i. The part~year resident return shall include: 
( 1) The portion of•· the. partner's .. · distrib11tive shar~ 

pf partnership income cletermined by multiplying the 
partner's entire distributive share of.partnership in-
come (includigg guaranteed payments) by the per-. 
centage which the number .of days ofthe par~ner0 

ship's' fiscal Year that the partner was. a New Jersey 
resident bears t~ 365; plus 
. . (2) The partner's distributiv~ sl;lare of· each other / 
category. of New Jersey gross mcoine. {or loss) real-
ized by the . partnership during. the period covered by 
theireturn. · 
ii. · The part-year nonresident return shall include:· 
. . . ' . . '-, . ·.' 

(1) .The portion ofthe pai:tner's distributive share 
of partnership income as follows: . . 

(A). If the distributive share of partnership' in-
. come was derived entirely from New Jersey 
sources, the portion of that. distributive share of 
partnership · incoµie (inducting guara11teed ·. pay~ 

'v ments) determined by multiplying the partner's 
entire dist,ributive share of partnership income by 
the percentage which the number of.days of the 
partnership's fiscal year.that the partner was not a 
Ne,wJersl:ly resident bears to 365; or · · 

(B) If the distributive share of partnership in° 
come was derived partly within New Jersef and 
partly outside .. New Jersey, • the portion of such 
distributive share determined by m11ltiplying . the 

, partner'.s entire distributiv;e share of partnership 
income derivedby the partner~hip from sources 
within New Jersey (determined as provided in 
(b)3ii or (b)3iii above),. by the percelitage which 
.the number of· days. of. the. partnership's fiscal year 
that the partner was not a :New Jersey/ re~ident . 
bears to 365; arid 
(2).The·partner's distributive Share····of·.each other 

category ofNew Jersey gross income ( or loss) reals 
ized by the partnership and derived from New Jersey 
sources during that period cov;ered · by the return. 

2. If the partner can demonst;ate to the Director's 
satisfaction that the · above repohing . methbd ... ~loes · not 
properly reflect the partner's repbrtable income, gains and 
losses incurred during the partner's periods of residency . 
and nonresidency,. then the partner may aUq~ate to the 
part year'resident and. part year nonresident returns the 

· portions of the p~rtner's distributive share of partnership · 
income realized by the' partnership during each such 
period. . • · ', \ ,, ' .. . . ·.. .. . 1 ; < 
' 3; lffalL~ases, a p~rtner who is a reside~t taxpayer for 
patt of the tax year ancl . a nonresident ta.xpayer for the 
remainder of the tax yeai- musf attach a schedule to the 
par~ner's part ye,ar •NJ-1040 and the part year 
NJ~l040...:NR.showing the calculations useq to determine 
the . amounts, reported· on each. return with respect . to 
income, gains, or losses ofa partnership, 
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(f) Partnership filing requirements are as follows: 

1. Partnerships having a New Jersey resident partner 
or having 1any irlcotne \ derived from New Jersey sources 

, shall file with the Division· a complete copy of the Federal 
Form 1065, U.S. Partnership Return of Inco~e, required 
to be filed with the Internal Revenue Service, along with 
the requisite schedules and attachments. Such informa-
tion filing must be made on or . before the date of 
expiration of the permitted filing period for the partner~ 
ship's Federal Form 1065, j.nduding any extensions of 

I . . . . . . . .. ·' . : ..... 
such period allowed · for ·. ~ederal .· income tax purposes; . 

, 2. Except as µiay be authorized by the Director pursu-
ant to (b)3iii above, every partnership : which derives 
income both · from sources within and- outside of New 
Jersey and which has one or more nomesident partners 
shall complete a New Jersey 13usiness_Allocation Schedule· 
(NJ-1040-NR--A). The par;tnership shall attach a copy of 
the Schedule to the Federal Form_ 1065 which it fileswith i. 

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

. 3. Each · part11ership shall d~stribute to each of its 
partners their respective Schedule K-1 of the partner~ , 
ship's Federal Form 1065; Each parin~rship ~also shaU 
distribute to any partner requesting sa:me at1y materials 
required to be filed by _ the partner· with the partner's 
return pursuant·to (g) below. 

• I- .. 
' • ·1 

4. Any partnership which for Federal· income -tax pur-
poses includes interest or dividends in the ordinary inc 
come or loss of the partnership, shall annex to its tax 
return which it files with the Division a statement s~ch as 
that described in N.J.A.C, 18:35-1.25(b)2 which justifies 
the inclusion of such, income items' in the_. partnership's 
ordinary income or loss for New Jersey Gross Income Tax 
purposes. Any partnership which. fails · t6 annex such .a · 
statement to its. return shall ~eparately .· state on_ its return__, 
the' full amounts of its dividend and interest- income. 

. .. / 

(g) Partner filing requirements are as foll9ws: . 

1. Each noriresiderittaxpayer who is apartner in a, 
partnership having income, gains or. loss_e.s· derived_ from 
New ·Jersey sources shall, for each such· partnership, in~-
clude a copy of each. of the following with the . partner;s 
New Jersey 11on-resident tax return: · · · · 

, i. The partner's Federal Schedule K--1; 

j. 
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ii. Reconciliation bf his or hef share of partnership 
income as determined· foi Federal income. tax purposes, 
in accordance wit_ll (c) above; and . 

'', ,'' . .':' .·:' ' , ,., 
iii. The partnership's New Jersey Business Alloca-

,tiori Schedule (NJ-1040--NR-A), as ·provided by the 
partnership. , · · • ·.•. . _ .· · 
2 .. · Ea7h resident taxpayer shall include with the New 

·1ersey.,reside1:1t. tax_retum·a copy _of each of·the··items 
specified in(g)li through ii above, for each partnership in 
which the. taxpayer, is a pa:rtp.er; regardless of the sm,m;e · 

· from which the ·partnership's income, gains, or losses. are 
derived. · · · ' ' · · 

. . : . . 

(h) The:followh1g apply to Keogh Plans: 
L., Partnership contriblitiqnsto a Keogh Plan made on 

. behalf of. employees ofthe partnership and which are -
·deductible as ordinary. and necessary business expenses 
for Federal income tax purposes\ also shall be deductible 
for New.Jersey Gross Incometax purposes in determining 
the net income .of,th~ partner~hip/ The employees" on 
whose behalf such. contributiohs were made are not subs' 
ject to gross iricome tax o~the an1~1.\nts contributed inthe 
taxable year in whichthey are c9ntri.buted to the Keogh 
Plan, uriless withdrawn in such taxable year bythe em-
ployees from the Plan .. ·' Tl1e . employees are not consid- . 
ered to ha.ve .. acwany ot constructivelyreceived _the contri-
butions at the time they were ~ade to the Keogh Plan. 
When_ an eJilpioyee ·majces_ a.\Vithdrawal· from •t.he _Keogh 
Plan, both . the untaxed' employer contribution .• and. accu~ · 
mulated interest earned tµereori ,are taxable to the eni.:; 
ployee, · ·.. . .. 
,i 2. · Pkrtnership contribution~tb aI<~ogh Plan made.on· 

. behalf of a partner ate not deductible business expenses: 
Such contributions are to be taken into account in deter~ 
mining ,the_,.distributive,shares·. of partnership income .of 

· the _ i11dividual partners for New Jersey gi,-oss incoJile tax 
purposes ·in.the taxable . years. in \vhich 'they. are . contribtit-
ed to· the . Keog)J. Plan. Previously taxed ympl9yer contri~ 

· butions to. a· Keogh Plari 'are not subfect to tax when 
subsequently Withdrawn by the partners: ' 

. ' . . ' . ' \ ,: . ' ,' ' ·•·. . . ' 

· 3. The<inte~est income accµ:m.ulated on the Keogh 
}'lancontriputidns,·'made by th~ partnership on_behalfof 
the ·partners is not subjectto tax during the Peiiod ofa 
p~rtner's participation. ·.· Such interest shall become tax, 
able· wheR the partner withdraws.it from the I<eogh Plan; 
When a paitnermakes periodic.withdrawals, t~e .accumu~ -. 
lated _interest'ifithe Keogh Plail is subject t() t.ax the I' 
ratio that tbe . interest bears td the total amount m the 
partiier's accoi,mt. 

4'., The provisions of this_ subsection ,are jHustrated by 
the following examples: , .. • . . . .-. 
. ·. • . . . . I 

Supp. 3-17-97 
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, .. , .. , Exam~le 1: A partner's accumulated Keogh .contributions , · 
held in. his account: . . 
Accumµla.ted ipterest .in partner's Keogh account; 

$7,500 
. 500, 
$8;000 Total .,amount. ~n partner's'. ~eogh account: / 

Assunie periodi~ payments· to th~ partner from the. accouI1t duriM 
. the taxable year of $1,600. . . . . 

. The amount of interest withdrawn would be calculated 1as follows:' 1 

$ 500 
, $S,OOO 1X $1,600 = $100 

Note: Under the above. facts, if a periodic withdrawal of $1,6()0 were made by an employee . 
(rather than by a partner)during the .taxable year, the full a111ount of $1,600 is subjec~ to 

. tax since the .employer contribution component of the amount withdrawn was not includable 
. ·in the employee's income at the. time the partnership made. the contribution on his behalf. 

. Example 2: A partnership makes: a ccmttibution to a 
· Keogh Plan on behalf .ofthe partners for $3,000 and on 
behalf of the employees for $4,5Q0; The partnership may 
deduct the $4,500 contribution on behalf of the employees 
· as a business expense for the·· taxable year and the employ-
ees will not include the $4,500 as income "until withdrawal is 
made from the Keogh Plan. The partnership cannot· deduct .. 
the $3,000 contribution made on behalf. of the partners as a 
b1,1siness expense fo( the taxable year. Each partner must 
indude the portion of the $3,000 contripution mac:l.e on his 
behalf in his cotnp~tation of bis distributive share· of part-
nership income in the taxable year th,e contribution was 
made. The amount of the. contribution •. thus taxed to· the 
partner will not again be taxable t'o the,partnerwhen such 
moneys are withdt,&wn bythe partner fro!n the Keogh Plan. 

Amended by p,.1981 d.6, effective Januai)'. 8, 1981. 
, See: 12 N.JK 676(a), 13 N.J.R. lll(d). 

Repeal and New Rule, R.1994 d.110, effective March 7,.1994. 
See: 25 N.J.R 677(a), 26 N.J;R 1241(b). · .. 

Section \Vas ."Partnerships'.',. 

.. · . . Case Notes . 
Statute. permitting . taxpayer to deduct from partnersh,ip b.usiness 

income all . costs and expenses incurred 111 conduct of· b,usiness · autho-
rizes deduction of only or4inazy business expenses; not all expenses. 
Sabirio v.Direct6r, Div. of Taxation, 296 N.J.Super. 269, 686 A.2d 1197 
(A.D.1996): · · 

Regul~tion could ,not exclu~e from partnersh,ip net jnfomedividends 
· arid capi~argains .. , . Smith v. Director, Div. of Taxation,' 108 ,N.l l9, -527 J 

A2d 843 (1987). . . . · 
Partnership busines~ expenses could be ded)lcted .fr<>m partnership 

income when determini.hg taxpayers' distributive. share. Smith. v. Di-
rector, Div: of Taxation, 108 N.J. 19,527 A.2d 843 (1987). 

Regulation" relating to deductibility of .reimbursed expenses of indi0 

vidual partner for purposes of computing partne(s qistributive sh.are of .· 
· partnership incC1rrie; void. Sabino v. Director; Div. of Taxation, 14 
N.J.Tax 501 (1995). . . . . 

Paragraph ( c )4 !ield inconsistent with statute: .in determini~g liability 
for partner's distributive\share . of partnersh,ip income, : pa,rt11ership 
expenses incurred. irrconnection with tax exempt income were deduct-
ible; expense incurred by securities· partnership in· the ·conduct of. its 
!>usiness may•. be de.ductible against all • 0th.er forms · of partner~hip 
income, incll,!ding dividends' and capit!ll gains; in determining partner's 
disttjbutive shares of partnership income: . Smith v. Director, Div. of 
Taxation, 7 .N.J.Tax 1$7 (Tax Ct.1984), affiqned per curiam 8 N.J.Tax 
319, affirmed 108 N;J.19, S27 A.2d 843 (App.Div;l986). 

, l_. ·_\,: 

D~pletion expenses of partnel'.Ship engaged in bil and gas production 
are properly de'ductibleby a pa,rt~er subject to New Jersey grossi.ncome 
tax; since percentage depletion,Jo the. extent it exceeds cost depletion; 
is not attrib,µtab,leto production· of.income for the purpose of New 
Jersey gross .incoine .· tax,, it is not deductible in c_omputing New Jersey 
taxable income. Lee v. Ditectot, Div.of Taxatiori,.6 N.J.Tax 385 (Tax 
Ct.1984), . 

18:35-1.15 E01ployee accjclent or health insurance 
exclusion fr()m taxable gross incQme 

(a) Amounts received. bY an eII1ploye\e through an acci• 
dent or health insurance plan for pers<>,nal injuries or sick-
nes~ are not subject to tax under the New Jersey Gross 
Income TaxAct. · 

(b) Amoµnts · received by an employee on account of 
pers9nal inj(fry or sickness qualify for exclusion from t~able 
grOSf income when • received under the provisions ()f an 
employee . accident. or · health insuran,ce plan which satisfies 
the foUowing requirements: · ' 

' . 
J. The paym~nts must be compensation f pr wage lpss 

which results frpm absence due to injury pr sickness of 
the employee; and · 

2. The payments must have a requisite" certainty under· 
an enforceable contractual obligation under the plan (see 
N:.J.A.C. 18:35-,.jtlS(e)); and - . . 

. 3. The payments.· must hot . relate to sick .leave wage · 
continuation, the taking. of which. is largely discretionary·. 
and the payments are made regardless of th,e reason for 
absence from Work. · 

(c) Tµe exclusion. from taxable gross income applies to 
payments to employees under a health or accident insurance. ' 
plan regardless of.whether insurance covetage is with a 
commercial insurance company to \vllich premiums are paid. 
by both. employees and ymployer or solely by the eriiployer; · 
,or. w,hether jnsurance··coJerage _is provided by. ~n employe5.s · 
'self,.msured plan for wh1cll .no msurance premmms are pa~d . 
by the ymp16yees. , 

Supp. 3~17-97 35-18 
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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. 

( e) 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 in.surance 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 empfoyer. 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 withholding 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 l~w in lieu of the 
State Plan described in (f)l above and which has been 
approved by the Bureau of Private Plan Disability Bene-
fits, Division of Unemployment Insurance and Disability 
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 

18:35-1.16 

meet all the conditions for exclusion from taxable gross 
income under (f)l, 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 JO 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 mu~t 
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 exdudable 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.J.R. 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. 

35-19 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 instructions 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 N.J.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 Jersey disability 
benefits fund contributions or for a private plan; 
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m .. 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 Jersey unemployment number; and 

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

(b) The latter two numbers referred to in (a)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 include 
ing with his New Jersey 1040 or New Jersey 104{}:-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, whois 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 paid, 
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). 
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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 tinie to file 

(a) A taxpayer may obtain an extension of time fo 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 35-20.1 
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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 thy 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 rto 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 taxpay~r 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 either 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 an_d 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 retu_rn. by the extended due date, will be. 
subject to the following late filing p~nalties (see N.J.S.A. 
54:49-4): - . 

1. $100.00 per month or any fraction of a month that 
the return is delinquent; and ' 

2. Five percent per month or any fraction of a month 
that the return is delinquent, up to a maximum of 25 
percent of the balance of any t,ax due with the return. . · 

18:35-1.18' 

3. Both penalties set forth in (f)l 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-lb and 
this section is an extension of time to ,file a gross income tax 
return. It is not an extensi~n 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 amolfpt 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 beyofld 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 tlie 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 oj)tain 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 partn~rship 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.J.R. 3136(a), 28 N.J.R. 176(b). 

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

- 35-21 Supp. 2-20-96 
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La~ Review and Journal C~mmentaries 
\· 

Tax. Law. R,obert J. Alter,\ Jay A. Soled, 138 N.J.L.J. No. 1, S64. 
(1994). 

l 
Case Notes ; 

Penalties and interest; interest extension request denied due to 
failure to satisfy condition that 80% of income tax due be paid. Patel 
v. Director, Div, of Taxation, 13 NJ.Tax 509 (1993). 

18:35-1.19 Negligence and fraud penalties 
(a) If any part of· a deficiency is due to the taxpayer's 

negligence or an intentional disregard 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,eqU:al to 10 percertt of the 
deficiency, provided however that there was no intent to · · 
defraud. 

(b) If a deficiency is assessed against a taxpayer and it is 
determined that any part ofsuch 'assessment is due to civil 
fraud, there. shall be added to the tax an.amount equal to 50 
percent of the assessment. This addition.to the tax shall be 
in lieu of any other additions to the ta:x imposed for late 
filing and nonpayment of special ,assessment as pI'Qvided for 
in N.J.S.A. 54:49-9. . 

Emergency New Ruk, R.1986 d.169, effective April 15, 1986 (expires 
1 May 15, 1986). .. · · · ·· 

1 See: 18 N.J.R. 999(a). 
Public Notice: This rule Extension of time to file a residential 

property tax credit application expired 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 Gambling winnings defined 
· (a) Every'payor of New Jersey gambling winnings which 

are· subject · to withholding; as defined in ( d) below, shall 
.. deduct and withhold.New Jersey gro~s income tax thereon iri 
\ an amount equalto three percent of payments made to both 

New Jersey re.:-idents and nonresidents as defined in 
N.J.S.A. 54A:1-2(m) and (n). Such withholding shall be 
required in all instances wherein the payor of such winnings 
is required to withhold for Federal income tax purposes 
under subsection ( q) of section 3402 of the Federal Jnternal 
Revenue Code of 1986 (26 U.S.C. § 3402), as amended. 

(b) The tax imposed under N.J.S.A. 54A:7-l(c) and this 
section. shall not apply: · 

. r 1. ' With respect, to ~he payment of winnings from the 
New)eisey Lottery; and 

'. '·, ·1 

2. With respect to apaymentof winnings from a sldt 
machine, or a keno or bingo game. . , I 

I ) . I ', \ 

( c) Any ·person receiving a paym~nt of New Jersey gam-
bling winnings subject to withholding must furnish the payor 
a statement madeunder the' penaltie~ of perjury containing: 

l)EPT. OF TREASURY-'-Ti\XA.TION 

1. The name, address, and taxpayer identification (soc 
cial security) number of the winner accompanied by a 
declaration that no'other person is entitled to 'any portion 
of such payment; or · · · 

2. The name, address, and taxpayer identification ( so" 
cial security) numb.er of the recipient and of every person 
entitled to any portion of such payment 

l . . 

3. The requirement set.forth in (c)land 2 above may 
be satisfied by providing the payoL with .a copy of Federal 

. Form W-2G or ~754; .whichever is applicable. 

(d) New Jersey gambling winnings subject .to withholding 
means any payme11t ftom: · 

I , /. 

1. A wager placed in a sweepstakes, wagering pool or 
lottery, other than the New Jersey Lottery, but only if the 
proceeds from the wager _exceed $1,000; or · 

' 2. Any other wagering transaction, including but not 
· limited to, a. wage;ing transaction in a . parimutuel pool 
with respect to horseraces, but pnly if the proceeds/tom 
th~ wager: 1 · 

I. Exceed $1,000; aµd 

ii. Ate. at least 300 · times as large. as the amount of 
tlwwager. . 

3. Ifproceedsfrom a wager as set forth in (d)l and 2! 
above qualify as winnings subject to withholding, then the 

1 -tEtal proceeds from the wager, and not merely amounts in 
eJCcess of·$l,000, are subject to withhol¢ing. 

' . 

(e) Proceeds from a wager is the amount paid with . 
respect to a wager, less the amount. ofr the wager. Amo1tnts · 1 

paid with rf!spect tb identicalwagers are treated as paid with 
respect to a single wager for purposes of calculating the 
amount of proceeds from a wager. · 

. L .In determining the amount paid with 'respect to· a 
' wager, proceeds which are not money shall be taken into 

· account at 'the fair marketvalue. · · 

2. Periodic payments, including irtstaHment payments . 
or payments .which are to be made periodically for the life 
of a, person, are aggregated for purposes of det~rmining 
the 'proceeds from a wager. The aggregate_ ampunt of 
period payments to be· made1 for a person's life shall be 
based on the person's life expectancy. For purposes of 
determining the amount subject to withholding, the first 
periodic payment shall.be reduced by the amount of the . 

! ' I • 

wager. 

(f) · Payments to any per~on of winnings subject to with-
holding under this section shall be treated as if they are 
wages• paid_ by an employer to an employee. under the 
provisions ?f !'i,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 (N.J.S.A. 54A:l-1 et seq.). 

Supp.· 2~20-96 3~-22 



_{ 

') 

NEW' JERSEY: GROSS. INCOME TAX __ ·,_ t8:3S...:.1~22 
,· / < • 

New Rule, R.1988 d.407, effective September 6, 1988. 
See: 19 N.J.R. 2255(a), 20 N:J.R. 23l0(c). . 

14. _ Any oth,er infoririation a~~ecf to. be . relevant -by 
the Division. , .. \ · · 

' -

18:35-1.21 Employee defined . ..- (c) No single factor in (l') above shall nece.ssaiily .be 
(a) For the purposes of N~J.AC, i8:35-l.22, the 'term ' conclusive in- determining wheth~r 'an individual is ai1 em-

"eniployee" means every individual performing servicesjf ·. ployee or self~employed. th~ final determmation as to 
the relationship between him and the person for whom he· whether an _individual is 'either aii employee or self-em-
performs such· services is the legal relationship· of employer · ·. ployed shall be based upon tbe review of the circumstances 
and employee. The term also includes officers and employ- - of the .entire relationship and the evafoation of any, special 
ees, whether elected or appointed, of the United States, a •· ._ · facts in _a pai:ticitlar ,~ase, · · · ·· · 
state, territory, Puerto Rico, or any politiclrl subdivision 
thereof, or . the .District of Columbia; or any ~gency or 
instrumentality of any one or more of the foregoing. ,.-. 

( d) · If _ th~ relationship of employer and e:r»ployee . exi~ts, 
' the -designation -. or description_ ·of the relationship by . the 

_ · • · parties as anything· other than that of employer arid employ~ 
- (b) Wlien determining ~hether an )ndividual is· in an ' ee ~hall be immat~dal, including 'designation as .a partner, 

employer-employee - relationship, relevant. factors_ shall be co-~dve~turer, agen~, _ ~dependent_ c611tractor,,, or ,si¢ila~ 
considered, including.the follo~g: · · designations or descnptlons. -_ · · • . . · · . \ 

_l. The relationship which the parties b~lieve they h_ave - . ( e) All .classes or grades of employees shall be included 
created; - _ . . _ _. · within the relationship of employer and empioyee, including . · 

2. The extent of control exercisable by the · person Superintendents, managers; and othet supervisory- person- ·. 
receiving the benefit of the I services over the manner_ and nel: ' ' ', - ' 
method of performance. - n is not necessary that tbe - 1. An officer of a corporation shall be considered an 
employer actually' direct or control the manner Rf perfor- .. _ employee -of the. corporation, except that an_ officer of a 
mance, but it is sufficient if he has : the right to do so; corporation who. as such does not perform any services; ~r 

3. Whether_ the person rendering the service under- performs only m1nor services, and who neither receives-
took substantial costs to_ perform the service; , n_ot is entitled to receive, directly or -indirectly, any reniu-

4_ Whether the service required special training Or ·_ . neratiorr shall _ not be considere.d ._· an . employee of . the _ > 

skill, and whether the person receiving the benefit of the , corporation. 
se1;7ices provided suc:h special training; · .. 2. _'A·dire6tor of a corponi~idn in·qis capa~ity •. as·such ·· 

5. The duration pf the rel11;tionship between the par- _ \_shall not be 'considered.an empl()yee of the corporation. · 

ties; , New Rule, R.1988 d.419, effective September 6, 1988. 
6'. Whether the person rendering the service had a &ee: 20 N.J,R. SlS{a), 20 N.J.R. ~319(c). 

, ·--.. . - -
_ . 1' . 18:35..,.1.22 i Requirement-of withholding.from employees 

· 7.. Whether the person who i-eceivecf the benefit oflhe . (a) Any empfoye:r that maintains an ,office or transacts _; 
services could discharge without cause' _the person who business witbin this State;. imd that makes payment of any 
perforin~d the services; - . · ·• . -wages subject to New Jersey· gtoss income -tax to a resident . 
- 8. The method of payment; such as by time or by job; or _nonresident individual, shall deduct and· withhold. tax· 

· from such ·wages··paid to: each employee (as_·.defined in 
N.J.~C.,18:35..::1.21) for each payroll period. :.: 9. Whether the person Tendering 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 ~re .. pet-
formed furnishes_· tools, equipment, support · staff and· a 
place to work to the individual rendering the . services; 

' ' ' 

Ji. Whether the individual rendering th~ services is· 
eligible for employer provided benefits such as pension, 
bonuses, paid vacation days and sick pay; _ 

12. Whether the person receiving the. benefits of the 
services rendered carries workmen's compensation insur-
ance on the individual performing the services; -

- . . . - - . - I - -· ; . _. 
13. Whether the Internal Revenue Service determines 

that an individual performing· services is an ·employee; -
and . 

(b) The withholding of tax fro~ the employee's \~ages 
· must be iri accbrdance with -the instructions -and ·methods · 
· prescribed by th'e ·-current _·employer · instruction booklet 
(Forni NJ~WT)'. ) .. , . ,., . 

- ' (c) .• Any - "professional athletic team" ( as - defined by 
N.J.AC. 18:35-l.29(b)l) which pays· compensation to a 
resident or.· nonresident individual for services rendered to 
the team within New Jersey shall be deem~d to be an 
"employer"< and shall be required to withhold New Jersey 

· · . iross iriconie tax fr.om that · portion 'of the compensation 
attributable to "duty days" spent_ in New Jersey, as defined 
inN.J.AC. 18:35-:-l.29(b)3. . 

., New Rul,e,R.1988 d.4i9, effective September 6? 1988. 

35-23 Supp, 2~20i96 
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See: 20 N.J.R. 515:(a), 20 N.J.R. 2319(c). . . . , 
Amended by R.1996 d.95, effective February 20, 1996. · 
See: 27 N.J.R. 3766(a), 28 N.J.R, 1223(b). 

. Added_ ( c) relating to professional athletic. teams. 
·/ ' -. 

18:35-1,23 Employee business expe~ses not cleductible 
(a) If an individual is an employee as defined in N.J.A.C. 

18:35-1.21, such person shall not deduct.from gross ine<:>me 
arty. c;osts and expenses incurred in connection with such 
employment. 

(b) If an individual is an employee as defined in N.J.AC. 
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 · arid other remunerai 
tion received for seI;Vices. rendered, pursuant to N.J,S.A. 
54A:5-l(a). In no case shall an employee report his or.her 
earnings as net profits from business as defined. by N.J;S.A. 
54A:5-l(b ). . 

. . . 
New Rule, R.1~88 d.419; effective September 6, 1988. 
See: 20 N.J.R. 515(a), 20 N.J.R. 2319(c). ·· · 

18:3S-I'.24 Qualified invesbnenf fuild distributions r· . , . . 

(a) Gross income shall not incl1'de the portion of any 
distribution from a qualified irivesHnent fund paid on or 
after January 1, 1987 which is attribu,table to interest 9r gain 
from the following: . . -. . .. 

1. Obligations which are issued by or on behalf of 
New Jersey or any county, municipality, school .or other 
district,· agency, authority; commission; instrumentality, 
p'ublic corporatioh. (including one created or existing pur-
suant tci agreement or compact with this or any .other 
state), body corporate and politic or political subdivision 
of New Jersey;· or . · 

2. :Those obligations which are statutorily free froin 
state or local taxation under any act. of New Jersey or 
under the laws of the United States. · 

(b)Net gains qr income derived from the disposition ~f 
securities which evidence ownership in a. qualified invest-
ment fund are excluded from grossinconie. 

. i .: ., _ .. 

_ (c) .A "qualified investpient fund''. is any investment com-
pany registered with the ~ecurities and Exchange Commis-
sio.n or any series ofsucl:i investm.ent company which, for the 
calendar year in which the distribution is paid:. 

1. Has no investments other tha_n the folkiwing: 

i. · Interest-bearing obligations; 

ii. Obligations issued at·a discount; and 

lll. Cash and )~ash items, includhlg receivables; and 

2. At the. close or each quarter of the taxable year has 
not less than. 80 percent '.of'the aggregate principal 
amount Of all its investmenJs in obligations described in 
(a)tand (a)2 above. · · 

DEPT .. OF TREASURY-TAXATION 

i. The aggregate principal amount of investments 
shall ncitinclude cash and cash items, including receiv-
ables. · 

ii. For the purposes ofdetermipinl aggregate prin-
cipal- 1amount; the investments of the~ fund shall be 
valued as follows: 

· (1) With respect to obligations fol which market 
quotations" are readily available, market value shall be 
used; 

(2) ·. With respect to 0th.er obligations, value shall 
mean the fair niarket v1llue as determined in good 
faith by. __ the boar.ct of directors of the investment 
fund., 

-· 
(d) A''s~ries"· of.an investment coinpany means a segre-

gatedportfolio of assets, the berieficial interests .in wllich are 
owned by the holders of a class or series of stock or shares' 
of the investment company thatis preferred o\,er all other 
classes or ser,ies in respect to the portfolio of assets. 

( e) Tb.e. ex~lusions .from gr,oss income authorized by this 
section shall not 'apply to disttibuti011s of interest or gain' 
from· any qualified investment company which does :not . . . . . I .. 
meet th.e following requirements: , '" 

L : The qualified investment company shall certify an~ 
nually on or before Febmary 15 to the Division of 
Taxation on the forms prescribed that· for the preceding 
calendar year the investment fund is a qu,alified invest-
ment fund because it: · · . 

1i. Was registered wit.h the· Sec;urhies. and Exchange 
Commission; 

ii. Had no investments other than interest-bearing 
obligations issued at a discount,. and cash and cash 
items, including recei~ables;, and 

iii. Had 1:1ot less than 80 percent of the aggregate .. 
principal amom1tof all its investments, excluding cash 
and casll items ( including •receivables) in .. obligations 
described · in N;J.S.A. 54A:6-14 and NJ.AC. 
18:35-1.9(a)L and2. I 

'I 

( f) Subsection ( e) ~bove shall not apply with respect to 
distributions made for the calendar years 1987 and 1988 
frcitn an investni.ent · fund which otherwise satisfied the re-
qufr~ments of ( c) above. · · 

(g) Pursuant to N.J.S.A 54A:S-6; a qualified investment 
fund must: ' · · 

1. Advise the Div,isfoh of Taxation as to , amounts 
distributed for the .preceding calendar year to sharehold-
ers or beneficiaries from income. ~r gain derived from · 
New Jersey and Federal obligations; a11d 

2,. Advise its shareholders on or before Fepruary 15 of 
each· calendar year that its distributions qualify for exclu-
sion from gross income pursuant to this section. 

Supp: J,-20-Q.6 ! 35-24 



NEW JERSEY GROSS lNCOME TAX · 

· (h) This section applies to distributions of interest or gain 
from qualified investment funds which are m.ade on or after . 
January 1, 1987. · · 

New Rule; R.1989 d.94, effective February 21, 1989. 
See: 20 N.J.R. 742(b), 21 N.J.R. 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-lb, 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 ot 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 ineluctable 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 
N.J.S.A. 54A:5-la. •Income derived by a self-employed 
taxpayer as remuneration for services· render.ed 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 froin business, unless: · · 

i. The taxpayer shall annex to the taxpayer's tax 
. return a statement which demonstrates that the intemit 
or dividends, as the case rriay be, were realized iri the 
conduct of a trade or business by the taxpayer, and riot 
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 cif a trade or business of lending 
money; 

(2) The interest or. dividends are · realized with 
respect to shorMerm liquid investments of money in 
an amount which does not exceed the reasonably 
anticipated working capital needs of the taxpayer's 
trade or business; 

35-25 
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. . 

(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 ordinarily offered to customers of the 
business; 

(4) The interest or .dividends a:re realized with 
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 m.ade · fo the ordinary course of 
· business (for example, security dep9sits 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 Se.cure loans inqrrred by the taxpayer in 
the conduct of a trade or business), cir With respect. to 
other interest or dividend-bearing contracts or instru-
ments held· in the ordinary course of busmess (for . 
example, interest received on life insurance policies 
owned by a taxpayer insuring the lives of key ernpioy-

. ees of the taxpayer's trade or business); 
(5) The interest or dividends are derived iri the 

. ordinary course of an activity of trading or dealing in 
1 any property which generates such income, if such 
activity constitutes the conduct of a trade or business; · 
or \ 

(6) The -interest or dividends are .. otherwise real~ 
jzed 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 divide_nds in question have been realized in 
the conduct.of a trade orbusiness, such items of income 
shall be separately stated on the taxpayer's return and 
taxed eHher asjnterest described in N.J.S.A. 54A:5-le or 
dividends described in N.J.S.A. 54A:5-lf, ·as the.case may 
be. . 

4. Rental income shall not be taken into account iii 
determining a taxpayer's net profits from business, unless 
the rentals are received by a taxpayer in the ordinary 
course of the con~uct of a trade· or business of dealing in 
or leasing property of a character in respect of which the 
rentals are received. ~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 cours~ 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.J.S.A. 
54A:5-ld. 
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5. Royalty income and income derived from patents 
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 incbme derived from patents or 
copyrights are· derived by the taxpayer in the ordinary 

' course of a trade or business of licensing intangible 
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 of incurred · substantial costs with respect· to 
the deveJopment or marketing o~ su~h property .. Royalty 
income or income derived from patents or copyrights of a 
taxpayer which is not derived in the ordinary. course 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, 
P. atents apd cop. yrights described in .. N.J.SA 54A:5-ld. 

' ' ' ' 

6. Gains, profits and losses from the sale, exchange or. 
disposition of property shall not be taken into account in 
deten;nining a taxpayer's net pro(its from business, unless: 

i. The gain, profit or loss is realized by the taxpayer 
,in the ordinary course bf 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; profit or lbss is realized by the taxpayer 
on the. sale,. exchange· or other .disposition of property 
which, in the hands of the taxpayer, constitutes prciperty 
which is stock-in-trade, inventory or property held pri-
marily for sale to customers in the ordinary course of a 
trade or business. 

. 7. Gains, or profits and losses· from the sale, exchange 
or disposition of property described in LR.C. § 1231 ·shall 
not be taken into account in determining a taxpayer's net 
profits from, business. Gains, br · 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 dispolliticm of 
property descrilJed in N .. J.S.A. 54A:5--'-lc. 

8. A taxpayer's distributive • share of partnership in-
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 ofincome . derived by a taxpayer 
from a partnership, see N.J.A.C.i 18:35-'-1.14. 

( c) A taxpayer's net profits from business. shaH be deter-
mi11ed by taking into· account all costs and expenses incurred 
in the conduc;t thereof, except no deduction shall be, allowed 
for taxes based on income; any civil, civil aqministrative or 
crimirn1l penalty or fine assessed and collected for a: viola-
tion of a state or Federal environmental law, or any other. · 
assessment described in N.J:S.A. 54A:5-lb(2);. or any treble 
damages paid pursuant to N.J.S,A. 58:10~23:llfa .. No de-
duction shall be allowed for any expense or loss which is not 
incurred in the ordinary course of the conduct of the 

. . , • . . I 
taxpayer's trade or busmess. · 

(d) Ata:x:payer's net profits frombusiness shall be deter0 

mined in accordance with. the method. of accounting utilized 
in reporting · the taxpayer's business income or loss for 
Federal in,s:o~e tax purposes. 

1. A taxpayer's net profits from ' business shall be 
determined . by including any income which is subject to 
tax under the Gross IncomeTax Act but which-is exempt 
frmn Federal income taxation (for example; interest on 
non-New Jersey munjcipal 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 taxpayer's net profits from business shall be 
determined by taking into accouht 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 nondeducti,ble 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 deducti.ble 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 thanr 
one trade or business, the taxpayer's net profits from busi~ 
ness shall be determined by taking into account theincome, 
profits, expenses and losses of all such activities on a net 
consolidated basis. 

New Ruk,R.1994 d.UO, effective March 7, 1994. 
See: 25 N.J,R;,677(a), 26 N.J.R: 12_41(b). 

. Case Notes 1
/ 

Proposed ame.ndment to tax regulations governing' operating l<JSS 
carryovers was 31ot long-standing pr,ictical administrative construction 
of Gross Income T,ix Act. in which Legislature had acquiesced, so as to 
warrant judicial defererice. Marrinan v. State, 17 N.J.Tax 47 (N,J.Tax 
1997). . · , ·. · .i 1 

Costs, expenses, or losses' that are paid or incurred in ordinary course 
of business are deductible against business income, even if items 
deducted arise only infi;equently .. · Sabino . v. Director, Division of 
T,ixation, 17 N.J.Tax 29 (N.J:T,ix 1997). 

18:35-1.26 Combat zone; extension of time to file and pay 
(a) Members of the Armed Fo.i;c;es 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 filing individual incon1y tax returns 
and paying tax for the p1:,riod of combat service or hospital-
ization, plus 180 days. This extension is also granted to 
such a taxpayer's spouse who Jiles joi.ntl);. No penalty, 
interest or addition to tax will be assessed for late filing or 
late payment of/ the tax pursuant to this subsection (a). 

'1 
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(b) Taxpayers who file individual income tax returns and 
pay gross income tax late should attach a statement to the 
return which indicates their qualification for the tax relief 

18:35-1.26 

granted pursuant to (a) above. The Director may request 
supporting information. 

Next Page is 35-27 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). 1 

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. 

18:35-1.27 Interest on overpayments 

(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 appli- · 
cation for extension of time to file; or 

2. The aate the return, whether original or amended, 
requesting the refund is actually filed. 

(b) Interest paid pursuant to (a) above on refunds which 
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 paic;l 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 date 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. 

(e) 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 actially 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)ast 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 d~erpayment of gross 
income tax refunded within six months of the dates indicat-
ed in (a)l and (a)2, above. 

J 
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(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. 

(i) Thi~ section shall take effect immediately and apply to 
all tax years beginning after December 31, 1990, as well as 
any other retufll) filed (within the applicable stat1,1te of 
limitations) after April 15, 1992 which results in an o~erpay-
rnent. 

New Rule, R.1994 d.133, effective March 21, 1994. 
See: 26 J\(.J.R. 112(a), 26 N.J.R. 1372(9). 

18:35-1.28 Commuter transportation benefits reporting 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 
th~ pirector in (b) below showing the cost of commuter 
transportation benefits paid by the employer to the employ-
ee, Should said benefits exceed the amount of $720.00 for 
the taxable year beginning on or after January 1, 1993, put 
bef?re January 1, 1994, then the amount received by the 
employee in excess of $720.00 shall be ineluctable in gross 
inc~)IDeof 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 calend(lr 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 provided 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 N.J.R. 4173(a), 27 N.J.R. 143(a). •· 
Public Notice: Commuter transportation benefit limit for 1995. 
See: 27 N.J.R..4737(a). · 
Pµblic Notice: Commuter transportation benefit limit for 1995. 
See: 28 N.J.R. 2639(af 
Public Notice: Commuter transportation benefit limit for 1996. 
See: 28 N.J.R. 5510(a). 
Public Notice: Commuter transportation 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 nonresident 
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 
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team during the taxable year which the number of duty days 
spent within .NewJerseyrendering services for the teatn in 
any manner r-duri11g the taxable year bears to . the total 
number of duty days spent both within and withoµt New 

. Jersey during the taxable year. •. 
. . 

(b) 'For purposes of this section: 

L "Professional athletic u?anV' includes, .· but is . not 
limited to, any professional bas.eball~ basketball, . football, 
soccer or ~ockey team. 

. . 2. "Membet of a prbfession~l athletic. team" il1cludes~ 
those employees who are acti'.(e. players;. players on the 
disabled· list and any other persons required . to. travel and 
who do travel with and perfonn services on behalf of .a 
professionat·athletic team. Oil a w~ylar basis .. This in-
ch.ides, .. but is .not .limited to;coaches,· ·managers and 
trainers. · · 

•.· ... 3. ''Duty days"·means; except as proyided in (b)3i#and .. · 
iv be.low, au days including the taxable year from /the 
beginI}ing 0Ul1e pi:ofossional ·athletic team's officiaLpre• 

1season training period .. through the last game in. which·. the 
team competes ~r is scheduled to compete.·•····. . . 

LUuty days shall also include days 011 which a 
member bf a professional .athletic team renders a ser-
vice Jo a team on a date which does ·nof fall within tlie 
perfod ·<iescribed. in this paragraph(for example, partic• 

· · ipation in instl'Uctiorial · leagues, the ''fro' Bowl" or 
promotional carava.ns). Ren<iering a se.rvice includes 
conducting training and rehabilitation activities,· bt1t 
only if conducted at. the fac:ilities ofthe team. · · 

. ' . . i 

iL. I~duded within duty days shall. b~ game days, 
pfacticedays, days spent· at ·team .. meetipgs; promotional 
caravans. and. pre-season· training camps, •.and days 
serve.ct · with. tbe team Jh,rough ·all.• post-season games in. 

•. which the team competes or: is scheduled to compete: 
' - . ·. . --- . 

iii.• For any pexsori who joins a team during the 
season1 totaf duty <iays shall begin 01J the day such 
person joins the team .. · For any person who leaves a 
team during the season, totaLduty day~ sha,ll end on the 
day . such person leaves the team. ,.·. When . a person 
switches teams dming a taxable year, a separnte duty 
day palculation shall be made for the period such 
person was with each team. · · · 

. iv .. Daysfbr which a memb1er of aprofossionalath\it-
ic team is not compensated, and is not rendering ser-
vic.es. for the team in any manner,includi11g days when 
such member of aprnfessional athletic t,eam ha.s been 
suspended without pay and prohibited from performing 
any· services for. th~ team; shall not be, treated. as duty 
days; · 

DEP1'. ·oF TREASlJRY-.TA.XATION 
,,. ..-. ,· . 

v. Days for which amernber of a professional athleF 
ic team is OQ, the di.sabled tist and does noLconduct 
rehabilitation activities at facilities of. the team shall not 
be considered duty days spent,inNew Jersey. Howev-
er, alt days that • a team rnember is on the. disabled· list 

··· are considerecl to be inducted in. totai duty days· spent··.• 
within and without New Jersey. · . ·- . ,: -,• ' ' . . 

,vi,Tra:veldayswhich involve .a game, required pra:cc 
tiGe; meeti11g or • other seiyict in tpis State sh,dl be · 
consi~eted duty days spent jn 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 iI1 . 
New Jersey. llowever, such trayel days shall beinchif 

· ed in total duty days ,spent within and without New 
Jersey; · · 

. vii; The ptbvisfons of thisparagraph ~an be illustrat-
ed by the follbwing examples: 

: ' ... -_ . ' 

Exctmple J: Player A, . a piem\for of ~t profe~sional 
· athletic team., fra nonresident of New• Jersey/ Player 
A's . co.11tract for such team· requires. A to · report to the 
team's training camp and to participate inall exhibition, 

. 'regular season,· and playoff games .. · .. PlayerA has ·a 
contrnct. whii:;il. c.overs seascms that.· occur. during year . 

· 11year 2 andyear 2/year. J; · Player A's c.:ontract ,prQ~ 
vides that· A receive·. $500,000 fo.r .the year · 11year 2 
season and , $600,oqp. •·for the . year· .. 2/year .·3. •season. 
Assuming .. Player A receives .. $550,000 . from such c.:on-

•. tract during taxable year2 ($250,000 for one-half.the 
year 1/year 2 season a11d $300,000Jor one.half the year·• 

· · · 2/year 3 season), th~ portion of such compensati<:m 
received by Player Afor taxable year 2, attributable to 

· New Jersey,j~ de'temiined t,y inultiplyirig the compen-
sation .. Player A ieceives dming the taxable. year .. 
($550,000) bya fraction, the numerator of which is that 
total number of cil,Jty days Player A spends rendering.· 
·services for the tellmin · New>J ersey during taxable year. 
2 (attributable to both the yeaLl/year 2 season and the 
year 2/year 3 season) and./the denominator bf 'Nhich is ; 

· the t9t'al number of J>layer A's dµ}Y days spenLboth 
within and',without New Jersey •for the ,entire taxable .. 
year. 

r ·• .·. Example ;2: Player B, ·. a member· of a . prof~ssionar 
athletic·team, is a nonresident of New Jersey. During 
the seaso9, Bjs injured and is unable torender services 

· for B's team. While Bis u11dergqing;medical treatment ... 
at a clinic in New Jersey,. B'steamtravelsto New.Jersey .•. 

· ·. for a g~me. The number bf days B's team spends in · 
Ne\vJerseyfor practice, games.and meeti11gswhi,le Bis 

. present at such dinic in New Jersey shall not be 
consi~ered dllty days spent •in· N ¢w Jersey·. for Player, ij . 
for tllat tax year, but such days a.re considered Jo be 
included within t,otalduty days spent within and without 
NewJersey. · 1 ·. ·. · 
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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, as. 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 servfces 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 included 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(l) above 
(for example, participation in instructional leagues, 
the "Pro Bowl" or promotional caravans). 

18:35-1.29 

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 apportionment 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 other 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 is 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 1and 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_Jo 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, effective. July 15, 1996. 
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connected with,' New Jersey spurces · other than the,;ip.come , .. the total Jn.coine·tax liability· for the composite return for the 
riportJdon.thiS or any oth~tc:oinpos,ite,return; •:· . ,·· .•<· . currennax•'year eiceeds:$10Q.OO; the filing entity. ~haUfile a··. 

declaraHow .of est4riateci fax and,·shall make quarterly~ esti- . 
.. .. . 5: Tlle' indiyidual waives the;·right to claim any Ne"' mated tax<paymenti iii ~ccordance•wiih.N.J$A. ~4!\:8'-4 
.... > Jersey personal .cixeinption;. credit or ,cledµctiofr and' agrees •.• ... · and 54A:-~::,,5; using Form i040,:;ES .. ' . Credit shall not be-·".: 

<to:have the iax calcu.fated: dir,ectly Oil .• such. income -at the.· . •·· giveil on the composit~ .· return . for fodividual -estimated tax .. · ... · .. 
highest tax rate iii eff~ctforisitigle taxpayers for the tax.. -payments lllade by; oi{9ii behalf of, lilly o{ the qual1fied · .. · 
year; and . . . . . . . . ' . . . /. ' . . . elecfing honre·sidetjt p~rticipat}tS; .. . . . , 

:;-· - . \ . ._· . ;. ;·. ··> ' : ' -~/ ·:\. ·.-/ :'- .. _,' :·- .. : ·_: :'._. .. 
. · 6. Tl;le in,dividual elects to bejppluded jp a composite··.· (lr} Th¢taxdtie: ~hajl be ca!culated using the high~'stgfoss 
i~~arn by completµig and deljv~ring to the fili!lg entity a '.- >incom~ tax rate ip, ·e:ffect for sing1e taxpayers for :the fax year . 

.. \ • ..... _ . ):<>J:?11~J-t080--E, (Blect~ori t~ bei~cl~_defin a C~m~'osite , , :,for which ttie'.; cortiposite rehirn · is :beirig filed, ·without bene-
•·.. <•,Return),· or.· a Jorm sµbstantrally ·similar. th~reto, pnor tQ , · fit of persoJJ,~l exemptfons; deductio11s o.t credits;· · · 

. -the filing of the composite retqrri .by the 'filing entity, in·, 
, acco/dance with the following: - , - ' .. .< ·-• .. • (i) ·. 'fhe: fiiing; ~f a cbiiipo~ite r~turn _ shau' be emf side red. to · . "' · 

, ' , l:)e a group o(separate return~ meeting the individu~ffiling . · 
.. i; ·Suc;;h election shall be ina,de;.~riually; : · •.. )eqlijrerrients_fof',~~ch.q11i:tlifie~·¢lectin,g-nonresident p~t:tici- . 
· ·· · ' 1 . •· , :/: . , . ,•,. · pa11f a,s jmposed;:IJy the Gross lncome· Tax.Act. N;,J:S.A:, 

, . ii. Such .efoction shall tj~• bipdipg oirthe participatjfs. 54,A:l~l et_seq, .-- · · · · 
heirs, representativ~s, assigns,j successors, executors ancf · · 
administrators; . . . . . . . 1; E~~h. qualified dectiI1g nonresident.par.ticipimtsball , 

· . · .·. .. . . . ,be petsC>p,ally liable f~rthe t~ely fiHng of'.returns and 
ii( Such election shait· hi an expre$s coriserit t(). . . .p,aymenvof stid\uidividual's HabiHty, indu_ding, ',but not .··._• .. ·-.(~·.~ · 

'personal· jurisdiction. in .New Jeisey :fqr .• N~w. Jersey··,·.. Jimlte¢.tp,.~y,%s~essin~1;1t resultirig fr?m anaudif oft:he ' ' 
personal income tax purpos¢s( ahd ; . · c9I,Iip6s_iie returµa. .. · ·.•• r -

. .. 
· · 3s~2sj, 

_/. 

·r·. 



NEW JERSEY GROSS INCOMETAX 

2. Eac;h qualified electing nonresident, p\articipant 
adopts the statemt;nts contained i,n the . filed composite 
return relating to .,,the filing entity and to· him· or herself 

. (but· not as to statements made on the. composite return 
relating solely to otllerpartic;ipants), andshalltake, under 
penalty of perjury, full resp~msibility for the truth of the 
statements contained in thefiled composite return. 

.... . -, . . 

3. · Each qualified electing nonresident participant 
adopts, as his.or her. own, any actions .. ofthe filing entity 
that may affect the composite return, including, bul not 

. limited to, a waiver of the statute of limitations for 
assessment .or any decision to, acct pt the results of an 
a\ldit by the Division, 

4. The Director retains the right to require the filing of 
an individual New Jersey Nonresident Gros& Income Tax 
Return (Form NJ...:l040NR) by•·any·individu.al who partici-
pates in a· composite return,· when the Director deems 

) . ·. - _. ,: . _. 

that the filing ofa st;parate return is necessary to acquire 
complete facts and information, or to enforce the prnvi; 
sions of the Gross Income Tax,fct. ·· 

G) Each composite retun:ishall includethe following,for 
ea~h qualified electing nonresident participant: 

1. The participant's name and address; 
I 

2. The participant's social security number; . 

3. The participant's share of income derived from or 
connected with New Jersey sources; 

4. The New Jersey gross income tax attributable to the 
participant's share of income derived from or connected 
with New Jersey source; and 

5, A copy of the following: 

i. Schedule NJ-K-1, FormNJ4065, if the filing enfr; 
ty is a partnership, limited liability company or limited 
liability partnerShip; 

ii. Schedule NJ-K-1, Form CBT-l00S, if the filing 
entity is a Nt;w:Tersey electing S corporation;.· 

• iii. Schedule K-1, Federal Form 1041, if the filing 
entity is a trust or estate; or 

iv. Form W-2, if the filing entity _is a professipnc)l 
athletic team. 

( 
(k) Each return shall include the names, addresses, and 

social security numbers> of all members of the filfug entity 
who are not included.in the composite return. · · 

18:35~1.30 

. (l) Any composite return which is filed on behalf of25 c;ir 
:more participant~ shall be filed -on diskette or ,by using 
magnetic media, · · 

' • I • • 

·. (m) The composite .New Jersey Nonresident gross tncorrie 
tax return (FormNJ~lOS0-C) shall be signed by: 

1. The tax matters partner, if the filing entity is a 
general partnership; a limited. partnership, or a limited 
liability .. partnership; · 

2. An officer of the corporation,if the filing entity is an 
S corporation; 

· 3. The executor or adm'inistrat~r, if the filing entity is 
an estate; 

4. A trustee; if the filing entity isa trust; 

5. An authorized member, if t,he filing entity is .. a 
limited liability company;. or 

. . . . . 

6. If the filing entity is a professional athletic team, the 
· return shaU be sign~d as required in (m)l through 5 
above, depending on the entity type of the team. · . . 

. (n) If, after the final composite return has been filed, a 
qualified, electing, nonresident participant discovers income 
derived from or connected with New Jersey so.urces other 
thap from the filing entity, such participant shall file a 
N9nresident New Jersey Gross Income Tax Return (Form . 
NJ-1040NR) whichincludes alt income derived from:New 
Jersey sources (induding"the .snare of income reported on 
the composite return). 

L .The partidpant's Form NJ':';1040NR' shall include a 
schedule indicating the name of the filing eptity(s) for. 
which the participant was included in a composite·return, 
and showing the amount of income included on the 
participant\behalf for each coI11posite return and the .tax 
paid thereon. . 

2. Such participant shalJbe entitled to a credit onthe 
Form NJ-1040NR for the·gross income tax.paid on behalf 
of such participant on the composite return (Fqrm 
NJA0S0~C), 

. . . . . ' ' , . 

(o) For members of general and limitecl partnerships and 
professional athletic teams this rule shall apply to . au 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 
fhis ·. rule· shall· apply to· all tru;: years beginning on or after 
Januaryl, 1996. . 

· New Rule, R.1997d.93, effec:tiv~ March 3; 1997. 

35-28.3 Supp. 3-3-97 
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· See! 28 N,iR.]6Q8(a); 2~ NJ,R;,807M, · (·. . . . 

SUBC'&AP1Ji:R2.:. SETOFF OF INDiVIDUAL 
. ·tIABIL:ITY. 

. . . . . . 

. · 1s:3s~i-1 Puri>ose 1 . . . • . .· ... . . . .. . .·· 

C 
' ··.,· ·. .· . . .· 

·DEPT>oF··.TREASURY....:.;TAXATION 

•· ·. :. ''Division::···melins.· the New.·iersey Pivisi9n•'otT~ation; 
.. :Oeparttrient ·of Treasury, · · f'\ · 

.· : ''Net ·pto.c~ed~ coHe<ifJ~~, . ~ea~s•·gr.oss tfoc~~ds•c9IJ~~t~d ... \__) . 

. · , through final setoff against a . del:>tor'.s i;e:(rind ori rebl:it¢ 

•t:Z:S1~Z!!t7:r::Ib:;;::: 
·ant toPL.l990,t61•(NJ.S.;A. 54:~:s7efseqJ. >·: · · .. ···•. The purposf qf this §Ubchapter :1s tci:estal:>lish a policy and 

. toprov,ideasystertiwhereby~µy,claim~ntagencyofiristitu- .. "R fu.:d" · '.fu cl f: · . · .··· .. ·. f ft ·.· 
: tion of the State of New Jersey in ,,conjunc.ti<>Jl With the · ·~~ii~ur~~an~titt;N~w°'J~~;/~r6:rr:~;!:~~ fJ~: .· 
· Divisfon of Taxation. shall ·coop~rate iriJderitifyirtgdebtors (NJ.S,A. 51.f\:l:-} et i,eq.): . · · · · ·· · 

.·.·. who owe.money to the,State through its various ageticies·Qr . ·. · .. 
. Jnstitt;itipils and vvho s.h~ p.e. en tided to :any r.efund of Gross As amended, .R..1984 ~-62; effective MarchJ 9.,1984. ·. ' ' .. ·. 

I , · · · · · H. · d' R b' f h · · · · · See:.15 N;J,R. 2031(a); '16 NJ.R; 556(a)._: ... • · ·· .. , .·· .•• :, . . cJicbri.le Taxes oi: to a ·. omeste_l:i · e ate. torn t e Diyis1pn · . D~finition· of ''Debtor file:'.' "50.Q()?' changed fo ''$25:0ct'; 198~ 
. of Taxation .. Jt is als9 the int~nt,' ·of this, subcli~ptet)o' deleted. < , ; ·· .· . .··. . •· . ·. ·.·. ·· ·•· · .. · ·· · · ... · ·.· · .· 
. ,establish procedur~s for &etting off a:gainst ariy sqch; refund . Am~nd~d qy R.1994 dJ 7'. effe!ctive Marc~ 2J,}99f , . 
. · of rebate'• the. srii:n qf any· del1(1q:wecf\to· the;·s.ta:tei: Tb:e ·. S~~- 26 N.J:R. ~454(<}), ~? r,i._~:R.J3?~(a). . < · .. · < 
pr<>eedures contained Jn this subchapter are'cfesigrted to lS:Js":""2,3: Proce~ur,ro~ !)letoff: . . . . . . ..·· ... 
comply. with. NiJ~S.A.· 54:5(p8. and· N.J,$.A .·.s4:50:...9; .. the·. .· ..•. · (a) A Clilimant,:'.a. g.en. cy .. · .. ise¢k.in. g'. t~ att.~m. pt, CP.ll .. e.Gt.iog of il .·. 

·. i¢6nfidentiality provisJoiis of the .State .Tax Uniform.· P:roce- .. · , 
·· .. dµre Law. 'They aJ&o afford the taxpaye( opportunity to · debt thrq:µgh se,to1,'f shallµ:otify tlie Di,vj~ipnin writing anii 

assert any .other Jegai 'rights·h¢• ):ilay· ha.ve prior 10· final;' •.• · &upply the.Divjsion.with'a debto(ffle CiJJltaining'jpfoi;mation: 
set<iff; . .. . .. . ' '·· .·. . ' . .. . µeqe&sary to identify; the d¢b!Ot \vho~e refund orr'ebateis . ' 

soµght· to \)e setoff'. .• N~tiftcatlon_ 'fo·,·flie::Div~ofi .arid·:th¢ :· 
18:35.;,.2.2 , Definitions ·. furnishing . of id~1:1,tifyi~g info~m.,~tion fu,iist .p~eut • •on or• bf- ·, •· _ 

.. · · ''Cl~ant agehcy or institutiori" means an&iric;lµdes any : ,: fore a date specified, !>Y tile D.iyisiort. · · . .· . 0 ·. . · · .. 
' .~~genc;y Q~ :inst{tu_tie>n ofthe .Stat¢ Goyernm~p( .. Altllo4gh/: . (b) With prior. itp~rova{6f: t&e Divisfoh; ihi d~bto{tilf . 
. . nQt'necessarily lim\ted. thereto; a1.cofiyeniei1t· ptganizatfonal may · .. also contain Iiquid~ted · !iebt .. irifontlatitm for . every 
· ·-'s~mm~cy may b¢·found· in ·the cUfrent Stat~·'9.f.l'fe'Y:.Jersey; ·•··. alleged cleblor··•.~i!!ted Qn the fil.e, proviqedthat·.the.debtor; r'\·. 

Offici;af Directory, published ailliiually ·t;,y the New:. Jei:sey. .. · • filejs accompari1ed·by a certificatiqn o{aILclebts Hited bi1 { }. · 
Secretary,of St~te's Office and available therefrtjnL . . . . the debtor file> ···• • •·· · · : .··· ·. : , .· : ' •· •.· .. · . .·· > ~I · 

.. /'CQns~Iid~ted O~btdt File", ;eans ie ~ons~litiated•li~t- A~ amended, li.1982:d,479, eff~1:tive,J1t;uaf&.il98;:. , .. 
in,g of allc}ebts.owed the State l~s derived from th¢ debtor See: 14 NJ.R: 705(b), 15N;J:R,; n(b). :C: •.·· .. .·. . 
files of each participating $tate ag~ncy.< . · .. · ..... ·. ' . ~ddecl (I;>). ' . . . . . ' . . . 

''PetJri~ m;ans any Iiqulcia~ed\IUti due antFo\ViI)g any l8:3s~2:~t Matching .. . . . • . . -.. .. .. . . . .. . . 
claimant agency which has. accru¢d thi:dugh contracttsul:>ro- ·•.. . . ta) ppqn timely feceip(of notific~tion$ ahc;l debtor· files •. • · 

· gatiori; t0i:t, operatfo11 · of Jaw, br .· ariy other legal theary . . from participating claimant agencies,· the Diyi&ion will make < · 
.. i;egardless of. wh.etherJthere is·a.n1 oµtstaiJdingjudgment for, contiriualt~m1par;isons of the cbnsplidated:_debtor file,;.with 

, that.sum. .·· .... · , · .. · . · : ·•· ... ·•· .< •. ··. ···•· · ; 1 · the.•Refurid:, file. and ;withJhe- Rel:>ate file. A complete 
.· match wili fosult from· i matchipg of two jets of identifica- . · .. 

.. ·~Debt9t'.' nieatis any\indivich.1al:owhigm9neft() pr,ha\!11g .. tibn infohnation,.. A -coqiplete·111atch affect~ the ;(3-rns~ < ·.•· 
adelinquent .. account wiµi any daµnant ,agency.oi·in&fitutiqn . Income ·Tirt·. and 'Homestel:id R¢1:>ite•· systems-by'.·placing ·.·a· ., 

. . . which· oblfgatioirhas. not.· been I1.d)udicate<;l :. satisfied· by c;9µrt · ... hold. code in the: taxpayer'$ a¢¢oiint which pre~ents . a refund · ·•· ... 
.. ·. order; set, a~ide .by court order; ot discharged in bankruptcy. . ·. or rebate check {{om being sent"oµtuntil initial' certification. < . . . .. . . .. , . . . .,··. . . .. , . . . . r .. · . ... ·. . .· .. · .. 

. .:. ''De~tQr file:'' ni~arii .· a . list of . li~~iciateif. :a~ou~ts ' for .. ·. . (1,,) .. A partiaj inakh ·ocpurs .fronf an •irtc:oriiplete match. of 
.·· which the' claimant. agency has exhausted its collection meth~ . 1 the.· identification inforrrtatiori · used, and. ff• results in the . 

. . pds ... A -~iriirliµm of $25.00 .for itotaLdebts pef incUvichial . placing pf the taxpayer's aqcount ~ri' a c6ritinge'nt },.old status • ... · 
· ,. \,pet daiinant ig~ncy or institution, wilf be establJshect,i This for 15 . d11ys, Dui;ing fh~t pedod . the,•. i;)ivisfon ancf th_¢ 

threshold amm:int is subject td:charrge in future years by tile . ·. Claimant agency may make . a review ofth~. rel.eyanr itlentif 
J . Dlvisioll · of T~!itiori b.ased , up6n · experience_;. . Accoti~w cation informatiqn tq detetipinedf the iricoJ,Dple~eJnatch is 

' I involviiig more '.,tµart Oi:l~ debt~i.- must· .. be I br(>ken. down the result of a clerical, h:anscription, ;Qr other~rn;,r.:- If that 
individually; and the. debt allocat~cl to each indi,vidqal. by a is~ the case, the ·contingent hold'" code "is . removedf the 
chiim~t ,a,gency; · . TheJi,st must: b~ suppliecl :'on n1agneiic account:, is placed . on hoJg, . and Js . treatecL as a cotiiplete 
tape, ·punclred ca,rds, or other ·input media as• approv!;id by . match ... If' a recoricilia#oit ofille; identificatibn infonnatiClJl, ... 

-......, ·. :the Division of Taxation .and ct>p:tain S*cfi irifotmatidri: as ... •·· cannot be made,· the aci:o4nt. is re~urned .to '.the :cfaimilrtf . . . 
the Qivision may require in order. to set~ff.,with-th~ t,egin-. .· a~eno/.o.·tin .. stitution for in ....... vestig. ~ti.·.on·;·a·n.d'.ih.: e .. re·fu .. ·.qdf .. ·. f~bat .• e .. · ·u,,.,--. > ning of the refund cycle iri February: ·, O,rie update of,this. c_heck 1s released to the taxpayer .. J1ie:cla1ip.ailt;.agency way .· .1 · 

file will be permitted· per agency pi:ior to tlle hcimestead · resubrrtit\he account at ~uch time 9(tipdating·th¢ de.titoi '>> _ · 
: rebate cycle in June. · . } <. · < ·.·· . · ·.·. ·... . . .··· file as the Divisioo may dfrect • . . •. . . . . . . . . . .. . . 

f· ...... 
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( c) 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, the Division does 
not have liquidated debt information on the deb~or file, a 
three-partcard 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 .reque~ted a hearing or appeaUn 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, effebtive January 3, 1983. 
See: 14 N.J.R. 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 information 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 admin.is-
trative resolution or for · a hearing on the alleged debt and 
the proposed setoff. 

As amended, R.1982 d.479, effective January 3, 1983. 
See: 14 N.J.R. 705(b), 15 N.J.R. 37(b). . 

Added "identification of a potential refund . . . from the cl~imant 
agency". 

18:35-2.6 Administrative resolution; claimant agency 
proceedings 

(a) No later than 45 days from the date of the Division'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 
information shall allow the Division to: 

1. Maintain the account on a hold status if an admin-
istrative resolution or 'a hearing has been requested; 

2. Set off the a:lleged debt· from the refund or rebate 
where the a:lleged debtor. does not respond to the notice 
provided pursu0ant 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 satisfied. 

18:35-2.7 

(b) Upon written request of the· claimant agency, the 
Division shall extend the hold status of an · affected check 
until a final c;lecision by the claimant agency in order to 
accommodate the hearing process, where: 

1. The Division has been notified that administrative 
. .resolution or a hearing has been requested pursuant to 

(a)l above; and . . . 

2. Where a 30 day administrative resolution period 
provided pursuant to N.J.A.C. 1:1..c5.4(b) has failed to 
result in a final) agreement. The period for administrative 
resolution shall . commence upon receipt by the claimant 
agency of a timely request for administrative resolution or 
for a hearing. 

( c) After five days of the close of the period for adminis-
trative resolution, the Division shall automatically release 

·. the affected refund or rebate check unless notified in writing 
by the claimant agency that: · 

1. Administrative resolution of the · matter has been 
accomplished pursuant to N.J.A.C. 1:l-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.J.S.A _52:14B-1 et seq. and N.J.S.A. 
52:14F-1 et seq. and the Division has been notified of the 
docket number of the proceeding., 

18:35-2. 7 Agency procedure; administrative resolution; 
hearing 

(a) When an alleged debtor makes a timely request for 
administrative resolution for a hearing, the claimant agency 
shall initiate appropriate agency procedures pursuant to the 
"New Jersey Uniform Administrative Procedure Rules, 
1980'\ N.J.A.C. P-1.1 et seq. The.issues in an administra-
tive resolution effort or a hearing shall include whether the 
claimed sum asserted as due and owing is correct· and· any 
other relevant matters. A nondebtor who claims to be a 
joint recipient of a refund or rebate check shall have 
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 
entitlement, the matter shall be referred to the Division of 
Taxation ind it will be presumed that each party is entitled 
to one half of the joint entitlement. · 

(b) · Pending final agreement or final determination of the 
validity of the debt asserted by the claimant agency, no 
action shall be taken in furtherance •. of collect1on of that 
alleged.debt through the setoff procedure established by this 
subchaptei. 

(c) No issues may be considered at. the hearing which 
have.· b.een previously litigated. In cases where a legal 
judgment is in effect, the alleged debtor shall seek relief by 
returning to the court which produced the judgment. 

35-29 Supp. 12-15-97 
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Amended by R.1982 d.479, effective January 3, 1983, 
See: 14 N.J.R. 705(b), 15 N.J.R. 37(b). . •· . 

Added that claims will be apportioned and presumed that each party 
is entitled to the joint entitlement. Old,(c) deleted and new (c) added. 

. . . . ' 
18:35-2.8 Referral to Office of Administrative Law; 

hearing... · 
(a) After completing administrative resolution efforts in a 

contested case, the matter shall be filed forthwith with the 
clerk of the Office ofAdministrative Law; pursuantto the 
requirements of. the ''Administrative Procedure Act"; P.L. 
1968, c.419 (C.52:1413--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", N.J.A.C. 1:1.:.cl.1 et seq. r 

(b) An appeal to be taken from a. final determination of 
. the division of Taxation involving a tax matter shall .be taken 
t9 the Tax Court. The Office of Administrative Law shall 
npt hear tax matters. 

18:35-2.9 . Finalization of setoff by claimant 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 defauh for failure to timely 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 obligated to hold the refund for 
setoff. 

(b) Upon receipt by the Division of a certified finalized 
debt from the. claimant agen~y, the Division shall .finalize 
the setoff by transferring the net' proceeds .collected for 
credit or payment in accordance with the provisions of 
N.J.A.C. 18:35-2.12 and by refunding any remaining balance 
to the debtor as if setoff has not occurred. 

. ,. 

( c) Where judicial review is · sought Jrom a final agency 
determination, the agency shall advise the T>ivision of such 
appeal and its docket number within three days of the filing 
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 iiccounting of the action 
taken on any refund or rebate. !(there is an outstanding 
balance · after setoff, · the notice under this section shall 
accompany the balance when disbursed. · 

18:35-2.11 Priorities in claims to setoff 
( a) Priority in multiple claim~ to refunds ·. or rebates. al-

lowed to be 'Setoff under' the provisions of this subchapter 
shall be based upon t.he time at which debtor files are 
received by the Division from the claimant agencies . in 
descending order ot priority, the earliest being first. 

DEPT. OF TREASURY-TAXATION 

(b) Notwithstanding the general rule for priority set forth 
. in (a) above, tbe priorities for set off are as follows: 

· 1. With respect to hpmestead rebates: 

i. A local. property tax deficiency; 

ii. Any unpaid child support; 

iii. A State· tax deficiency; , ·· 
· · iv. Other . agencies, including · the Internal Revenue . 

Service, by date of claim. 

2. With respect to g.ross income tax refunds: 
i. Any·unpaid child support; 

ii. A State tax deficiency; 

m. Other agencies; including the Internal Revenue 
Service, by date of claim. 

Amended by R.1993 d,94, effective February 16, 1993, 
· See: 24 N.J.R. l967(b), 25 N.J,R. 7p(c). 

Revised (b). 

18:35-2.12 Disposition of proceeds coll~cted; collection 
assistance fees 

(a) Upon effecting final setoffs, the Division shall period-
ically .. either write checks or effect • credits through other 
methods, approved by the Division of Budget arid Accoµnt-
ing to the respective claimant agencies for .the net proceeds 
collected on their behalf. 

) 

(b). From the. gross proceeds collected ·.by ·the .Division 
through setoff, ,the Division shall retain 10 percent. On . and 
after January 1, 19.85 the Division shall retain five percent of 
such proceeds'. The amount shall be charged to the r~spec-
tive claimanFagency as a collection . as~istance fee and ·. may 
be subject to adjustment based upon experience. 

Amended by R.1984 d.62, effective March i9,<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 NJ.R. 2760(b), 16.N,J.R. 3481(a). 

(b) Added: "On and .after . . . such proceeds. . The". 

. ·: , . . I 

18:35-2.13·· Accounting to.the claimant agency;· credit to 
debt,or's obligation 

(a)Simultaneously with the transmittal_ of a check or 
credit for net proceeds coUected to a Claimant agency, the 
Division· shall provide the.agency with an accounting of the 
~etoffs finalized for which payment.is being made. 

i. . The acco~i:iting shall, whenever possible, includ~: 

i. The full names of the debto~s; 

ii. The gross proceeps collected per. individual . set-
off; 

iii. The rlet proceeds collected per setoff; and 

iv. The collection assistance fee charged 'per setoff. 
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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 proceecls as 
specified under this section, the claimant agency shall credit 
the debtor's obligation with the gross procee.ds . collected'. 

.(c) Under special circumstances and subject to the ap-
proval of the Director of the Division · of Budget · a.nd 
Accounting, the Division may employ such alte_mative meth~ ' 
od of payment .. and billing as i;nay 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 . . . 
NJ.SA 5<1-A:9,-:-17(a);- __ 

So~ a~d Et'fecii~e Date. 
R.1997 d:533, effecti~e December 15, 1997. 
See: 29 N;J.R. 4076(b),29 Nj,R. 5313(a). :. . 'i·. 

/-~\., ( 18:35-3.1 . Information of employer withholding from. new, . 
. l, / employees . . . . .. . ... 

(a) The N~w Jersey Economic ])evelopment· 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. µnder 
either the Business Employment Incentive Program · Act 

. (P.L.1996, c.26) or the Business Relocation Assistance Act 
.(P.L. 1996,. c.25) (both referred to as ''Act"). This informa~ 
tion shall · set forth the fo~owing relative to sa.id bu'siness. 

1. A list of the names, job titles and job iocations of 
existing employees of Said business not subj€?Ct to a ,grant' 
under the Act; · · · 

2. Alist 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· saiary, 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· withholdings 
for allempl0yees in New !ersey;'' ·" · 

4. The percentage and term of ariy grant pursuant to 
the Business Employment Incentive Program Agreement; 

5. The anio~nt of the grantto be disburs~c(to the 
business pursu1;tnt. to the Business Relocation Assistance 
. . . . ·.·• ·- (, •. '· ' '. 

·. 18:35-3.1 

Act requiring the Treasure:es ~rtification and the per- · 
centage upon which the grantis based; · · 

. ·.. . 6. The percentage and term of the grant. to be dis-
bursed. to the ·~usiness pursuant to the Business Employ~ . 
Jllent Jncentive Program Agreement requiring the Trea- · 
surer's certification;·. · · · · · 

, ·. 7. A. statement as to whether the ;:i.pplica~t bu~iness has 
followed the criteria as set forth, in guidelines promuigat-
ed by Economic Developtn~nt Aqthqrity under the Act; and . . . . . .. . . 

s: A list bf eligible po~itfo~s ~.at have been filled by 
persons , who are. rehired from a . bona fide layoff or · 
transferred from another company:·.. · 

· (b) The Director, upoit receipt <lf 'the iiuormation re- - · 
· ferred to· iI1 (a) !lbove, shall send to each business awarded a 

grant wider 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 la{er than May 7 to. New Jersey· Division of 
Taxation, PO Box 445, Trenton,NJ 08645--0445. . 

(c) Form NJ-9000 shall. consi~t . of a. certification setting b~. .. . .. 

. 1. The numb~~ of new employees, as referred to in (a)2 
above, ,together with their city/state residen~e, 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 Fed¢titl W".-2 form for all said new 
· enipfoyees; · ' · · · 

2. The aggregate ~ount of payroll and withholdings · 
for all employees in New Jersey; and · · 

3. The amoun~ and type dfeach grant, other than a, 
grant un_der the Act, that the applicant business received · 
by operation 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 history to determine 
if there ate any tax delinquencies. 

( 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 Aqthority, 
the aggregate amount, as set forth on· Fontt NJ-9000, of the 
withholdings received in that year froin the _business for new 
employees iri · eligible positions under the Act and whether 
same equals or exce_eds:the amount of_ the proposed grant to 
be given to said business under the Act, ·.. . . . 

(f) Th~ D~ect~r shall. als~ . verify to ·. tjie . New Jersey 
Economic Development Authority on an annual basis any 
outstanding tax delinquencies for each business awarded a 
grant under .the Act. 
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. (g} TheJssl,\ance of th~ ceqifications by the Pivisiqn ·.as· .. . ·" 
set forth· in. ( d) a.bove. is conditiortal upon the receipt by. .. . 
Dµ-ector 9f proper: informatio11 as .set fqrth on Fori:~i. 

.... DEPT; OF T~SURy..:,_TAXATION . 

. . 3. 'rhe, type of. contribution ;the business :can make to 
the longterm growth 'of jheBtate's economy: 

NJ-9()()0. ·, .. •. 

···. . 18:J~~; Tre~su~iJs a~proval ~fa 6usines~ .tl rec;i~e a , 
·.· . . . . grant from both the Business :Einployment ... 

.. .. . . . . · lnceiltive Progl'8JD Act and the Busbiess .. 

. · ···•· ·• .··········· Reloe&W>Il ~s~is.~ance;Ac~ · · .. ·.•.··. : ., .· .. : . :· · • · .. ·. 
· ,(a) . In . detenniri.ing }'Vhether to · recomm~nd • the approval 
or djsappr9val 9f a businessto receiye a: graµt tinder both 
the• Bu,siness · Employ:tt1~nt In~entive ·. Program • Act and . the 
Business Relocation Assistance Act;· the Treasurer shall 

. consider the'fc,lfowing criteria:·· , . . . . 

. 1. The . n\llilber of eligible .. positions ~reated for new ·. 
employees and .the expected duration. of tllpse positions; 

·. Z: Tlietotlll.numb~r·of:e;tisting.~~ployee{ofthe busi• 
• tiess; 

\.-: 

\ .. 

. . · 4'. Th~ total' ·c101Ia:r investmertt .the business is contribut..: 
•• ingto the project; . . . . •, . . . . .. 

.·. 5, The type of indU$tfy that the business· is involved in; 
6 .. The Joa1tion of th~ pr6jec:t; ' 
7. 'The :type of jobs to be created and the ass(?ciated 

wages; .~d . . . . . . . . . 

8. Such other factors as · are presented .. b,y a ·specific 
a:pplic:a:nt':. 
(b) In determii1ing whetber ;t~ rec~mmend .the . approval · 

. or disapproval of a: business receivirlg a .grant u;nder either 
the Business Employment Incen~iye Program Act or the 
Business . Relocation Assistance :A¢t and any other grant - .. 

.. under operati011-ofState law,- \Vhich, w~en combined, ex- ' 
.ceeds 80 percerif of its. withholdings, the Treasurer shall . 
,consider the S!lllle criteria set foitll in (a) aboy~. ; . 

. \ ·.or ..... 
·:.1 ~--

',· -_ - ·_ ,-
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