T,

N,

5 New York State Tax $2 700 -

' Line'69. $io 000

. Supp. 2209
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9. ‘A NewJ ersey Tesident taxpayer in determmmg the' E% ng }(;fslé Cg;‘&ﬂi”g NJ 1’ o4 0) E
resident credit allowed agamst the tax-due under this Act . $2 690 ¥ "
for the amount of any income tax or wage tax lmposed for .. ‘ '
the taxable year by: another state or political .subdivision Calculatlon of Credlt
of such state or by the District of Columbia, - shall not o LT
. sTEP NO.1. L
. combine in the numerator (lme 64, N.J. 1040) the ‘same Line 67 (4) above chL g $ 40000
‘income sub]ect to tax by the ]unsdrctron and/or pohtrcal. - Line 68 - (1) above - Do - 100,000
subdivision.  The amount of income or wage tax during . - Line69 $40, 02? 69 - e T
" the tax year shown on line 70, N.J. 1040 for the taxpayer .- - 700000 - . AR
- paying both a tax to another state and political subdivision ©~ - ' Line 70 “New York State (bas od on - .
~ of such state' would be the total amount of state income . +$40,000 as. mdncated on lme @ e s
/above) $2,700% o
tax and income tax or wage: tax pard to the other. state and, S “New York Clty 4 /5 % $225 S
. pohucal subdlvrsmn of such state where the same: amount . (based on $40,000 as indicated . R
- of income is sub]ect to tax .in both- the other state’ and ‘... .. -online (4) above) . - S 180 2,880
~_political subdivision of such state. Where the mcome‘fj: Lme TLo e s 81,076
: sub]ect to tax in both the other state and pohtrcal subdivi- - gTEPNO.2 R
_sion of such state are not. equal a separate calculatron‘ B “Line 67 (3)—(2) $ 10,000
shall be made of the ‘excess income to arrive at the . .. i‘ne gg $16, 000 100,000...
limitation of the credit for the income tax or wage tax =~ - - "¢° $2'690 SRR R
- paid to the other state and pohtrcal subdrvrsron of such " S 0100000 ¢ T
o state. .o S : L o Line'70 /15 x-$225 - L 45
For example S TR R B
: : COSTEPNO.3 .. -
STEPNO.1 Line7l StepNo.1 0 i $1,076°
Lme 67 ‘Income’ subject to’ tax in both the other state ' o . Step'No.2 A
. 'and its political subdivisions Ceed S ST
Lme 68 New Jersey Gross Income Line 2§ F{,;(l)ltc?\}vegew Jersey Tax Credrt, sidar
‘ ~ (Line 17¢,NJ' 1040) C : - =2
Line 69 - Line 67- = . ' . -
S X New Jersey Tax (Lrne 25 NJ 1040) Example 2
] Line 68 : . :
7 '=Maximum allowable credlt o S Taxpa erB : S T RN
Line 70 Tax paid-on: amount’ in-.Line_ 67 to eachi . (1) “Total - Gross Inoome (Lme 17c NJ : e
jurisdiction - 1040) - oA ~ $100,000 .
» ~ State Political Subdrvrsrons “Income sub]ect to tax m other ]uns- S e e
Lme 71 Lesser of Lme 69 or 70 - dictions: - . S 5
(2)‘ _New York State:. $50,000 .
STEP NO.2 ) : ~ (3) New York City: - $40,000 ST 3
Line 67. Amount subject: to tax ine one ]urrsdrctron ) (4) Identical income subject to tax in
. andnot in the other(s) : _both jurisdictions: $40,000
- Line 68- New-Jersey Total Gross Income K . Tax paid to other jurisdictions:
o (Line 17c, NJ 1040) ,?(5)"_ New York State Tax:’ $4,200
Line'69 Line 67 - - -~ (6) New York City Tax: $180 IR
g — X New Jersey Tax (Lme 25 NJ 1040) ' ~(7)* New. Jersey ‘Tax (Lme 25 NJ 1040) IR
o Lino 68 $2690 . ,
¢ .= Maximum allowable credrt ) C _’_» R
Line 70 - Tax paid-to the ]urrsdrctron on amount ap- Calculatron of Credrt . REY I
pearingon Line 67 =~ : N PR
Lrne 71 _'Lesser ofLme 69-0r 70 B S  STEP NO. 1" B e
- S o o Line 67 - (4) above . P - .$:40,000.
: STEP NO 3 - Line 68. (1) above: - -~ = .o 100,000 ©
. ‘Step. No. T Lme 71 plus Step No 2 Lme 71 % Line'69 - $40,000_ : L e el
- The followmg examples 111ustrate the above outhned proce- - a e X $2 690 - L1076
o dufest : ) Sl e 100000 : Y ¢ I cLo
- Examplel . oo " Line70 New. York State (based onj o
: Lo $40,000 as: mdrcated on lme (4)‘ o
. TaxpayerA o _ * above) ce 82,700 -
- ' s . New.. York Crty (based on o .
(1) Total Gross Income (Lme 17c, NJ L - -$40 000 as indicated on hne (4) ST VoA
. 1040) - B . \ = $100,000 C 0 above) A , 180 . 2880
- Income subject to tax m ot er juris- - S ; L . N PR 1 A
dictions: C - 2ane 7-1 : B Y % )
(2)° New York State:. $40000 o o R
."(3) New. York City: _,$50 000 - R ; STEP NO. 2 . _
(4). Identical income -subject to'tax in .- . . 1 K . Line 67 (2)—(3) ‘ $ 10 000 .
" both jurisdictions:  $40,000 .- - - e b ‘Line 68 - .- 2 100000 /
} :
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X $2,69 _— 260 .  $28000 ¢
100,000 L . New Jersey Tax . $ 600. -
Line 70 ®) Above Less: Step $4,200  Tax Credit
No. 1, Line 70 S 2,700 1,500 Line 67 Income Subject to Tax by Other Jurisdiction ~ ~ $20,000 >/
Line 71 . $ 269 Line 68 Income Subject to Tax by New Jersey $30,000
: R Line 69 Maximum Allowable Credit - .
STEP NO. 3 : L ' $20,000 + $30,000 x $600 (N.J.Tax) = ‘ " $400 -
Line 71 Step No. 1 ' : $1,076 - Line 70 Income or Wage Tax Paid to Other Jurisdic- .
: Step No. 2 : - 269 tions $1,108

Line 26 Total New Jersey Tax Cre d1t Line 71 New Jersey Tax Credit Allowed - / $400 -

( ' X :
Allowed ‘ M iv. - Example 2: Taxpayer Income is as follows: Hus-
Example 3 g : band and Wife File J 01ntly—2 Exemptions
' OTHER STATE
Taxpayer C .
Income the same in both state and city - Wages ] $20,000
Line 67 : . » . -~ $ 40,000 . Assume . :
Line 68 . : 100,000 State Tax’ - , 250
Line 69 - $40,000 : : Local Wage Tax - 15
X $2,690 1,076 Total Tax : i $ 325
. 100,000 ) S Wages - ) $20,000
Line 70 - New York State $2,700 . - Interest ) , . o - 1,0000
New York City - i 180 2,880 Dividends - _ 2,000
Line 71 (Line 26, NJ 1040) Other Income . . - __7,000
Tax Credit 8 1,076 : ’ $30,000
) . Exemptions - 2,000
. . T . ' : i $28,000
i. When claiming a credit for the taxes paid to : - : -
) PR ... . New Jersey Tax $ 600
-another jurisdiction and/or political subdivision, the Tax Credit )
taxpayer shall file with the New Jersey tax return, a Line 67 Income Subject to Tax by Other Jurisdiction $20,000
signed copy of the tax return filed with the other Line gg Income Subject to ;fax by New Jersey ~ $30,000
jurisdiction and/or political subdivision showing the L“%% 00%"?‘%‘6"6&“2"&%8 ((I:\?Jletax) _ 400
amount of the tax paid. ‘A W-2 form or its equivalent Line 70 Income or Wage Tax Paid to Other Jurisdic- o,
which indicates the withholding of income tax in anoth- tions ) $325 '
er jurisdiction and/or political subdivision is considered - Line 71 New Jersey Tax Credit Allowed : $325 e

prima facie evidence of such amount of tax paid where
the taxing jurisdiction and/or political subdivision im-!
posing an income tax or wage tax does not require the
filing of a return by the taxpayer claiming a credit.

v. Example 3: Taxﬁayér Income is as follows:

Husband and Wife Fﬂe Jointly—2 Exemptlons

. ) ) Lo OTHER JURISDICTION ‘
1. Where a taxpayer claims credit for taxes paid to Wages , $20,000
more than one state on income earned in that state, a Local Wage Tax ‘ $ 800
separate computation for the maximum allowable credit I\‘)IVEW JERSEY , $20.000
. : ages ,
shall be made for each such state. A Interest _ - 2,000
] . ~ Dividends . 2,000
iii. Example 1: Taxpayer Income is as follows: v , ‘ 324000
Exemptions - . 2,000
Husband and Wife File Jointly—2 Exemptions ) . $22,000 -
) : : : Tax ) $ 450
Tax Credit
EW YOR
I\;&I/ages ORK . . $20,000 Line 67 Income Subject to Tax by Other Jurlsdlctlon $20,000
Standard Deduction 2’400 Line 68 Income Subject to Tax by New Jersey - $24,000 -
w Line 69 Maximum Allowable Credit ' * | . '
Exemption . ’ i $20,000 + $24,000 x $450 (N.J.Tax) = $375
’ Line 70 Wage Tax Paid to Other Jurisdiction . -$800 -
2 x 66.6% ($700) 933 Line 71 New Jersey Credit Allowed _ ~ $375
o 816667 | o
: II:JIeW zort %{ateTTax v o $ 1,0§Z : vi. Example 4: Taxpayer Income is as follows:
ew York City Tax : ‘
Total Tax : $ 1,108
N(I)EW JERSEY : ‘ Husband and Wlfe File Jointly—2 Exemptlons
Wages 7. . $20000 OTHER JURISDICTIONS 7 :
S.te.‘('fSt g " , 2,000 State A—Wages ' oo : $10,000
Other Ino : 2000 State B—Wages ©s15000 /0
. »t er »ncome‘ e ‘ $301000 AS;;];]:A Tax ‘ . s 150 v
Exemptions : ’ 2000 State B—Tax T a $ 600

Supp. 2-20-96 ' - 35.10
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NEW JERSEY )
Wages ) , $25,000
Interest : 1,000
Dividends - 2,000
o $28,000
Exemptions 2,000
v -$26,000
New Jersey Tax $ 550
Tax Credit
State A
Line 67—Income Subject to Tax by Other Jl.ll‘lSdlCthIl $10,000
Line 68—Income Subject toTax by New Jersey . $28,000
- ‘Line 69—Maximum Allowable Credit
$10,000 + $28,000 x $550 (N.J.Tax) = $196.42
Line 70—Income or Wage Tax Paid to Other Jurisdic- )
tion $150.00
Line 71—New Jersey Tax Cred1t Allowed $150.00
State B
Line 67—Income SubJect to Tax by Other Jurisdiction $15,000
Line 68—Income Subject to Tax by New Jersey $28,000
Line 69—Maximum Allowable Credit - :
$15,000 + $28,000 x $500 (N.J.Tax) = $294.65

Line 70—Income or Wage Tax Paid to Other Junsdnc-
‘tion $600.00

Line 71—New Jersey Tax Credit Allowed $294.65
Total New Jersey Tax Credit Allowed
State A—$150.00
State B—$294.65 ‘
$444.65

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

’ Case Notes .

Rule upheld against equal protection challenge; credxt 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.
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). P

In calculating credit fraction numeratot, 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 not 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
Widder v. Director, Div. of Taxation, 14 N.J.Tax
349 (1994).

Income not actually taxed by anpther state, but Wthh 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 . Chm
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
N.J.Tax 402 (1989).

*Only income subject to tax by another state also taxed by New Jersey
could be used to determine maximum gross income tax credlt Stlber V.
Director, Div. of Taxation, 9 N.J.Tax 623 (1988). -

J

Sorensen v. Director, Div. of Taxation, 2 N.J.Tax 470, 184

35-11

Foreign city income tax that did not exceed minimum credit available
could be credited against New Jersey income tax. Stlber v. Director,

‘Div. of Taxation, 9 N.J.Tax 623 (1988).

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

18:35-1.13 One-time election to exclude up to $100,000_s_.0f
" 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 pr1n01pal residences and ‘

. rollovers are as follows. v . -

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 the five year period ending on the date of the sale,
they may make a one-time election to exclude up to
$125,000 of gain realized on the sale.

2. Prior election: "The fact that a 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. o

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

4. Deceased spouse: Taxpayer over 55 years of age ;

 whose spouse is deceased will be treated as satisfying the
holding and use reqmrements if the taxpayer was at least
55 years of age prior to the date of the sale and has not
remarried, and the- deceased spouse must have satisfied
the 'holding and use requirements and must not have
made a prior electlon to take-the exclus1on on another
residence.

5.. Coupling one-time exemption with residence roll-
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 pufchase price of the new principal residence is equal
to or greatér 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 deducublhty of movmg
expense for Federal purposes

~Supp. 2.20-96
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i Example: OnJ anuafy 1, 1979, a taxpayer sold his
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(b) Partners, not partnerships shall be subject to tax and

personal residence in Englewood at a gain and pur- . resident and non-resident partners treated as follows:

chased a more expensive residence in the same city on
February 15, 1979. The gain derived from the sale of
the first residence qualified for deferral under 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 Federal 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 gain during a two-year peri-
od. However, in this situation, the taxpayer qualified
again to defer the gain derived from the sale of the .
second home which he purchased in Englewood by
reason of the fact that his purchase of a new personal
residence in Cherry Hill was necessitated in connection
with relocation in employment at a new principal place
of work and because .geographic and Federal moving
expense requirements were met.

ii. Where the multiple rollover provision applies,
the basis of each new residence must be reduced by the
" amount of gain deferred on the preceding sale.

. R.1979 d.475, effective December 5, 1979.
See: 11 N.J.R. 5%4(a), 12 N.J.R. 56(c).
Amended by R.1987 d.476, effective November 16, 1987.
See: 19 N.J.R. 1182(a), 19 N.J.R. 2201(c). ‘
. 18-month changed to two-year.

18:35-1.14 Partnerships and partners

(a) The following words and terms, when used in this
section, shall have the following meamngs

1. “Partnership” means and shall include a syndicate,
group, pool, joint venture and any other unincorporated
organization through or by means of which any business,
financial operation or venture is carried on and which is

" not a corporation, trust or estate within the meaning of
the New Jersey Gross Income Tax Act. “Partnership”
shall not include: ’

i A publicly traded partnership;
ii. A limited partnership association;

iii. An unincorporated organization whose members
properly elect to exclude such organization from the- -
- application of Subchapter K of Subtitle A of the Inter-
nal Revenue Code; or

iv. Any other entity which is not taxed as a partner- -
ship for Federal income tax purposes. .

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

1. A partnership as such is not subject to the Gross
Income Tax. However, each partner of a partnership shall
be subject to Gross Income Tax on his or her distributive
shares of the categories of New Jersey gross income,
whether or not distributed, 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 income'in the manner provided -

~ in(c) below.

2. A partner who is a resident taxpayer of New Jersey
shall report- and be subject to 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 is a member, regardless of the sources from
which such income was derived by each such partnership.

3. A partner who is a nonresident taxpayer of New
Jersey shall report and be subject to tax upon the distribu-
tive shares of the categories of New Jersey gross income
of each partnership in which such partner is a member,
but only to. the extent such income was derived by the
partnerships from sources thhm New Jersey. :

i. Where a partnershlp 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 from sources within New Jersey.

ii. Where a partnership’s business is carried on both
within and outside of New Jersey, the portion of the
partnership’s income, gains, expenses or losses attribut-
-able to sources within New Jersey shall, except as
provided in (b)3iii below, 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 determination of 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 equitable allocation of such items to sources

. ‘within and outside of New Jersey, and the books and
records of the partnership will disclose to the Director’s
satisfaction a more appropriate method of allocation of -

~ such items, the partnership may request from the Di-
rector an exception from the use of the New Jersey
Business 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
partnership’s exception request and the approval of
such request by the Director. The partnership’s excep-

~ tion request, once approved, shall be made every three
years, unless the Director or the partnershlp requests a
change sooner.

 Supp. 2-20-96 : 3512
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(c) The determination of a partner’s distributive shares of
the partnership’s items of gross income shall be as follows:

1. Each partnership which has one or more New ‘

Jersey resident partners, or which derives any item of
gross income from sources within New Jersey, shall com-
pute its New Jersey gross income in the same manner as
would an individual taxpayer. Such gross income shall be

allocated according to its character among the categories |

of gross income specified in N.J.S.A. 54A:5-1. Each
partner’s respective distributive shares of the partnership’s
various categories of gross income shall be determined by
the partnership agreement of the partnership in the same
manner the partner’s distributive shafe of partnership
income is determined for Federal income tax PpuIposes.

2. Each partner shall report as such partner s “distrib-
utive share of partnership income” descrlbed in N.J.S.A.
54A: 5—1k the net. aggregate amount of: ‘

i. The partner’ s distributive shares of the net proﬁts‘

(or loss) from each partnership of which such partner is
a. member derived from the conduct by such partner-
“ship of a business, profession or other income-produc-
ing activity, provided such business, profession or in-
come-producing activity constrtutes the conduct of a
trade or business, plus

‘ii. The amount of ‘the partner’s guaranteed pay-
ments, as determined for Federal income tax purposes,
from each partnership of whlch such partner is a mem-
ber.

3. A partnership shall determine its net profits (or
loss) from the conduct of a business, profession or other

to such category shall be reported on a net consolidated
basis with the partner’s items of income, gain, loss or
expenses derived from sources other than a partnership

“which also are attributable to the same category of gross

income.

6. A part\ner may not report a distributive share of

partnership income or loss on a consolidated basis with

the partner’s net income or loss from business derived
from sources other than a partnershrp

7. In determining a partner’s distributive share of
partnership income or loss, no deduction is- allowed for

-expenses which are not incurred by the partnership.

8. The provisions of this sectlon are illustrated by the
following examples

Example 1: A partnership shows the following income on

its Federal Partnership Return of Income (Form 1065)

Partnership ‘ordinary income (derrved from

s

the conduct of a trade or business): $25,000
Included in the partnership’s ordinary . o .
income is interest income of $500 de- '
rived from U.S. Treasury bills and ex-
cluded from the _partnership’s ordinary
income is interest income of $300 de-
rived from State of New York bonds
Dividend income (non-busrness source): - 1,200
Long term capital gain on sale of partner- . :
- ship capital assets: : 1,000
. Total - : o $27,200

“Partner A has a 50 percent interest in the partnership and

is entitled to a 50 percent share of partnership profits or
losses. How does partner A report his share of the partner-
ship income or gain on his New Jersey Form NJ-10407

income-producing activity for purposes of this subsection
in the same manner 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 of tiered part-
nerships, a partnership shall take into account its distribu-
tive share of partnership income from any partnership of
which it is a member.. .

Partner A reports this income for New Jersey Gross
Income Tax purposes as follows

 Distributive share of federal partnershrp or-

4. Each partner shall report such partner’s distributive . dinary income $12,500
’ . g . Adjustments for New Jersey Gross Income
shares of each category of New Jersey gross income of the Tax purposes:
partnership, other than the partnership’s net profits (or . . Add: Interest on New York State .
loss) from the conduct of a business, profession or other ~ bonds : o o150
income-producing activity described in (c)2 and 3 above, SRR ' 7 812,650
as an item of income attributable to such category of +*_ Deduct: Interest on U.S. Treasury bills (250
. . . o - Partner A’s distributive share of partnership .
gross income in the same manner as if the partner had income: : $12.400
derived such item of gross income directly from sources Dividends: S : 600
other. than a partnership. Each such item of gross in- Net gains from disposition of property: 500
come attributable to any category of gross income shall be Total New Jersey Gross Income: $13,500
‘reported on a consolidated basis with the partner’s other o : o -
_items of gross income which are attributable to such Example 2: A taxpayer has the following income:
category and which are derived from sources other than a ' ' '
partnership . ) Distributive share of partnership income, in-
: : -cluding $5,000 of guaranteed payments: $12,000
5. In the case of any category of gross income which Distributive share of partnership capntal gam :
pursuant to the Gross Income Tax Act is to be deter- (non-business): 2,000
d on a net income basis, a partner’s distributive sh Salary and wages from employmem 15,000
mine et 1S, 4 p 1stributive share Capital loss on sale of mdrvndually owned’ ,
of partnership ‘income, gain, loss or expense attributable stock (4,000)
: N
35-13 - Supp. 2-20-96 -i
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How is this reportable for New- Jersey gross income tax

purpos_es on taxpayer’s Form NJ-1040?

The taxpayer will report this income for New Jersey Gross

Income Tax purposes as follows:

$15,000

Salary and wages from employment:
Distributive share of partnership income: 12,000
Capital loss on sale of mdrvrdually owned ‘

stock: / ($4,000)
Plus: Distributive share of partnership gain: 2,000
Net gain from disposition of property: 0f
Total New Jersey gross income $27,000

+ Note: The taxpayer may offset the capital loss on the sale of individually
owned stock against his distributive share of the partnership’s capital gain,
but may not apply the resulting net loss from the disposition of property

. against income attributable to other categories of New Jersey gross income. .

Example 3: A taxpayer has the following income:

Salary and wages from employment: $10,000
Distributive share of partnership-loss: (3,000)
Distributive share of partnership capital 1oss .
(non-business):. (2,000)
Capital gain on sale of individually owned
5,000

stock:

Business ordinary income $25,000
Interest on working capital 300 *
Interest on security deposits 100
Net distributive share of partnership income )
reportable on NJ-1040: 25,400
Interest: 1,800 )
Adjustments: .
Less interest income from U.S. Trea- -
sury bills (500)
Plus interest income from New York . .
State bonds 300
Interest income reportable on NJ-1040: 1,600
Dividends: 1,200
Net income from rents, royalties, etc.: 500
Gains from disposition of property:
Long term capital gain 600
§ 1231-gain 400
Net gains from disposition of property: 1,000

T Note: Interest income realized by the partnership with respect to its’

working capital and security deposits may be taken into account in deter-
mining the partnership’s net income or loss from trade or business only if
the partnership annexes to its tax return the statement described in N.J.A.C.
18:35-1.14(f)4. -Absent such statement, the interest income must be sepa-
rately reported as “interest” by the partnership and will be taxable to the
partners as “interest.”

How is this income reportable for New Jersey Gross

Income Tax purposes on Form NJ-1040?

Salary and wages from employment: '$10,000
Gain on sale of stock: $5,000
Less: Share of partnership capital loss (2,000)
Net gains or income from disposition of

property: ) 3,000
Distributive. share of partnership income: 0f
Total New Jersey gross income $13,000

Example 5: The Federal form Schedule K-1 (Form 1065)
issued to a partner of a partnership actively engaged in a
. trade or business of dealing in and trading securities con-
tained the followmg information:

Partnership net ordinary income (all of

which is derived from business activities):
Other classes of partnership income:

Interest (Includes $500 from U.S. Trea-

sury bills and does not include $300 :

from New York State bonds) (real- = - )

$25,000

+ Note: The taxpayer cannot apply his distributive share of partnership loss
against his income attributable to other categories of New Jersey gross
income. The taxpayer may only net a distributive share of a partnership
loss against a distributive share of partnership income derived from another

ized in the ordinary course of busi-
ness):

Dividends (realized in the "ordinary
course of business):

1,800
1,200

partnership.

Example 4: The Federal form Schedule K-1 (Form 1065)
issued to a partner of a partnership actively engaged in the
practice of medicine contained the following information:

Partnership net ordinary income (all of

which is derived from business activities): $25,000
Interest income realized on money market .
accounts holding required working capital 300

Interest income realized on security deposits
held by lessors pertaining to medical
equipment leased: by the partnership and .

\

100

used in its trade or business
Portfolio (i.e., non-business) income: .

Interest (Includes $500 from U.S. Trea-

sury bills and does not include $300

from New York State bonds held by

the partnership): 1,800
Dividends: 1,200
Royalties: 500
Net long term capital gain: 600
Gain on the sale of property described

in LR.C. § 1231 400

The taxpayer will report. this mformation on his NJ-1040

as follows:

Distributive share of partnership income:

Supp. 2-20-96

Trading gains treated as capital gain
(realized in the ordinary course of
busmess)

Net gain under LR.C. § 1231:

. Royalties (non-business):

600
400
500

The taxpayer will report this income on his NJ-1040 as v

follows:

Partnership items of income derived from
the conduct of a trade or business:

Partnership net ordinary income: $25,000
Interest: 1,800
Dividends: 1,200
Net trading gains. treated as capital
galn 600 )
$28,600
Adjustments:
Interest income from U.S. Treasury
bills (500)
Interest income from New York State
bonds 300 .
: (200)
Distributive share of partnership income: $28,400
Net Gains from the disposition of property
§ 1231 Gain 400
Net income from rents, royalties, etc.: - 500

35.14
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Example 6: Taxpayer is a partner in two partnershrpS‘ o
Partnership A is a medical partnership and Partnershrp Bis. .

a securities. partnershlp Each partnership’s activities. con-
-stitute an active trade or busmess The Federal . Schedules

=

The taxpayer also mcurred unrermbursed busmess expenses wrth
respect to his partnershrp in the amount of $3,000. .

The taxpayer wrll report thrs mformatlon on hrs NJ—1040
as- follows v . ,

\\l

K-1 (Form 1065) 1ssued to the taxpayer by the partnershlps o ) R . C)
contained the following. mformatron N o R Partnership net ordinary income $10,000 S
. .t 7 Guaranteed payments .-5000
Partnership i Partnership ] e 815,000
s . ‘A e "Ad]ustments SR ‘
Partnershlp net ordmary income. - . $100, 0001" ($240 000) T . Taxes Based on Income - 2,000 .
Other income: - , o § 179 Deductron » §120001 )
Interest: - o : ) 5000 ” 10001' : R 1,000
Dividends: - . : — 25000t SRR g : ,
Capital gam . ! ‘ 12’000 o »2‘0’000* ) Drsmbutlve share of’ partnershrp s
; EE 2 . i ~income: | . ) 16,0007 - |
Net gain or loss under. IRC ) T 0 Interest income S S
g Th§ 1231 1 d Jith re- (5’0(,)0) ” M Adjustments: - 5,000
¢ taxpayer also incurred wi e o _Interest” income from U.s. o
- spect to his ‘partnerships the  fol- _ Treasury bills I (2,000)
lowing unrermbursed business ex- B : , lnterest r{mome from New —= :
. .15,000 - 8,000 - . ! . S S
penses: S . . _YorkStatebonds - 2000
i TBusmess income. - ' _ Net Adjustments\ o r\-‘; R
+ Non-busmess income. ‘ ‘ . Interest : - 5,000 7t
' s o co o . Net Gams from the drsposmon of e
— property: . . e
; l’{‘;rvesTaxpayer /wrll report thrs income on; hrs NJ 1040 as N 1231 Gain BRI e 000 B
o R oL " ¥ Note: Keogh Plan conmbutrons for partners, charitable contributions not .- .
k : - - deducted under LR.C. § 162 and unreimbursed business expenses are not

. Partnershrp A - - - deductible for Gross Income Tax purposes.

Partnership Ordinary Income ) , $100,000 +t Note: ‘The ost to carry the New. York State bonds cannot be deducted:

: ‘Partnershlp B : T i because the expense was not incurred m the ordmary course of a trade or
Partnership net- ordmary income - ($240,000) - busmess conducted by the partnershlp -
Interest . ~ 1,000 '

- Dividends 25,000 : : Ex et er is New Jerse resrd nt wh
Capital gairi 20000 o —p———am e T axXpayer 15 2 y resident who is

e : = ” S a partner in two partnershrps Partnershrp A is a New York -
[ (1940000 o
o . S T(oa000) ‘based securities partnership and Partnership B is a New
Distributive share of partnershlp ' B - Jersey based: accounting partnership. = Each partnership’s
income: : . [ . 0t - activities constitute an active trade or business. ‘The Feder-
Infgest income (Partnershlp, I \__5' 0o al forms Schedule K-1 (Form 1065) issued to the taxpayer .
Gains from d1sposrt10n ofprop- - . - SR by the partnershrps contarned the followmg 1nformat10n
erty: : : -
Capital - gain - (Partne’rship " eraoow Partnershlp Partnershlp o
12,000 S , A B
§ 1231 loss (Partnership B) -~ : (5 000) Partnership Ordinary Income:. ~ . ($10,000) (815,000 *
~ Net gain from drsposrtron “of : . "1 Guaranteed payments 2,000 o
. property o g 7 000 : - Interest : 8,000 L 3,000 ﬁ .
+ Note: . Taxpayer ‘would report “0” on the lme of his NJ—1040 calhng for - Interest from U S Treasury : .. o
the taxpayer’s distributive share of partnership incomé. However, if the - " Bills. included 111 the mtel’eSt Cennite
taxpayer had been a partner of a third partnership, up to $94,000 of the " above ' . . 7,000
taxpayer’s distribut itive share of income realized by the. third partnership Interest. from - Pennsylvama' e
from the conduct of a trade.or business could be offset by the net $94 000 - - State bonds not, ;rncluded m e
loss from Partnershrps A and B. ) ) S interest above . ' 5,000
" Dividends: : co 50007
Example 7: The Federal form Schedule K—1 (Form 1065), ] Net short term- caprtal gains or loss- R
issued to a New Jersey resident partner of a' partnership - Netsl *t i tossest %%%%): {(1 000y
: ~ Net long term capital gams or losses: N (L0 .
actively engaged in the practice of law in New York con-, * Net Gain under § 1231: : 1500 o
-tained the followmg lIlfOImatIOIl S Taxes based-on income (UBT) 12,500 -
‘ -~ . . Costto carry Pennsylvania bonds .1,000t
Partnershrp net ordrnary 1nt_:ome : $10?000 ..~ -7 Keogh deductions: v 2,000° .- .
. Guaranteed payments: R ©5000 . .. Charitable contribution mcurred asa R D
Interest (Includes $2,000 from U.S. Treasury brlls and o busmess expense; s 3,000
- does not include $2,000 from New York State bonds) R
(non-busmess) L . o 5 000. ‘ + Business income.
Net gain under I.R.C. § 1231 S S 4,000 ‘ 'H'Non-business income.
LR.C. § 179 deduction: - ST 1,000
Taxes based on income (UBT): R S 2,000
Expense incurred to carry New York State bonds T L 1,000 The taxpayer Is also a SharehOIder in.a New York S
'Keogh deduction: ) ©o . gooo - corporation. The Schedule K-1 1ssued by the S. corporatron :
Chantable contrrbutrons (non-busrness) : 3,000 showed an ordmary loss of ($5 000) :
- | \; I . '
' —“vv.v35f_-1_5‘ .  Supp. 2-20-96 .
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The taxpayer wrll report thrs mformatron on hrs NJ—1040
- as follows - : L o ,
. I Partnershlp A
. " Partnership ordinary i mcome
" Guaranteed payments :
- Intérest. :
" Dividends.
. 'Net short term capital loss
' Net long term capital gain

: (10000)#,--'
S0.2,0000
L8000

5,000 ¢
- (2,000
'$21,000 .
’- AdJustments : I
Interést income. from us.
S Treasury Bills nr
.. Interest income from Penn-
. sylvania State Bonds
. Taxes based on'income’ - | .
Cost to carry Pennsylvama R
A bonds iy, CNLs J@000) T
o R B )
. Distributive share of partnership BRI "
’ income from_ Partnership-A:

‘ L 000)

5000
2,500

P 'PartnershrpB _ ‘ L v
- Partnership ordinary income _ " (15,000) .
" Charitable contribution ‘incurred - . T oo b
" .as a business expense: - ) (3,000 -
i.AdJustments o =
- Distributive share of partnershrp g
. loss from Partnership B
« Distributive'share. of partnershrp‘
income:
" Interest (Partnershrp B) _ _
*‘Gains from disposition of proper- - :

2,500

PN

Netgainunder § 1231 .. - v

" (Partnership Ay e 1,500 .

Net long term caprtal loss .o BT

(Partnership B) ol 000y
‘et gains from. the drsposrtron of ' R car

S

. T‘Note 'S Corporatron status is. not reoognrzed for New Jersey Gross
Income Tax purposes, An § Corporation shareholder’s share of.the
corporation’s loss 1s not deducnble for New Jersey Gross Income Tax
purposes , SR .

720,500

. (18,000)

3000

property W T T : 500 ,

(d) If a. partners taxable .year drffers from that of the :

partnership, the partner is to report the partner’s distribu-

- tive share of income, gain or loss for the taxable year of the; i

L f:_partnershrp which ends w1th or, wrthm hrs or “her taxable L
‘ ;year.. : T - :

Example 1 A partner s taxable year ends on: December\

31,1979, -while the partnershrp s fiscal year ends on June 30,

'/1979 ‘The Ppartner is to report the: partner’s entire distribu- -

taxable year ended. June 30 1979 on the partners 1979

B NI-1040.

, .

1A partner who isa resrdent taxpayer for part of any

v taxable year.and ‘a nonresident ‘taxpayer for part of such -
L taxable year is required. to report his or her- drstrrbutrve v

s share of partnershrp income as follows

‘tive ‘share of the income, gain or loss from the partnership’s

The part-year resrdent return shall mclude -

(1) The portion’ of the partner s distributive- share-:
of partnership income determined by multrplymg the:

, partner s entrre drstrrbutrve share of partnershrp in-
_~come (1nclud1ng guaranteed payments) by the -per-
. centage which the number of days of the partner-
_-ship’s fiscal year that the partner 'was a New Jersey
L /resrdent bears to 365; Pplus

(2) The partner s drstrrbutrve share of each other =

l)EPT. .OF'=-TREASURY;TAXAT11)N TR

k category of New Jersey gross-income (or loss) real- - -
- "ized by the partnershrp durmg the perrod covered by o

the return. . S o
i The part-year nonresrdent return shall mclude

(1) The portron of the partner’s drstrrbutrve share o

Y of partnershrp income as follows: -

BN

(A) If the dlstrrbutrve share of: partnershrp in--
' come was ~ derived entirely from - New. Jersey
sources, - the portron of ‘that. drstnbutrve share. of -

'partnershrp income  (including guaranteed: pay- ;s
ments) ' determined - by - multiplying the partners i
entire distributive share of partnership.income by

- the ‘percentage ‘which the number of days of ‘the

partnership’s fiscal year that the partner was not a o

‘NewJ ersey resident-bears t0 365; or
(B) 1If the" distributive share of partnershrp in-

-come-was. derrved partly wrthm ‘New Jersey and : 7 -
- partly outside New Jersey, the portion of such

- distributive - share . determined ‘'by multiplying the .-
- partners entire distributive share -of partnership . -

income. derived by the partnershrp from sources

‘within New Jersey - (determined " as provrded in

. (b)3ii: or (b)3iii above), by ‘the"percentage whrchf P ’
- .the number of days of the partnershrp s fiscal year S

“that the partner. was not.a New Jersey resrdent .

 bears’ t0365; and

Q) The partner s drstrrbutrve share of each other_.'f.“ :

category 'of New Jersey gross income (or loss) real- * e
t. ized by the partnershrp and derrved from New Jersey -

sources durrng that perrod covered: by the return.

2 If ‘the partner can dernonstrate to. the Drrector S
satrsfactron that- the ‘above - reporting method" does not
] 'properly reflect the partner’s reportable income, gains and . © .
-~ losses incurred: during the partner’s periods of resrdency‘ e
- and nonresrdency, then the- ‘partner may allocate to the
part year resident-and part year nonresident returns the

portions of the partner’s distributive share of partnership

“v'mcome realrzed by the partnershrp dunng each such-’ ) =

, (e) The followmg apply to partners who are part-yearv “
: resrdents : i

. partner’s

3516
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s 3. In all cases, a partner who isa resrdent taxpayer for_’ 3 :
. part of the tax year and a nonresident taxpayer for'the =
remamder of the tax year ‘must- attach a schedule to.the i
NJ-1040._ and “the -part .year
: __’NJ—1040—NR showing the calculatrons used to determine - |
_the amounts reported  on - each” return with - respect to
- mcome, gams, or losses of a partnershrp '

part year .
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’ (f) Partnershrp frlmg requrrements are as follows

the- reqursrte schedules and attachments.

tron Schedule to. each nonresrdent partner

3. Each partnershlp shall drstrrbute to, each of 1tsf
partners therr respectrve Schedule K-1 of the. partner-j o

ship’s Federal Form 1065." Each partnershrp also ‘shall

- distribute to any partner requesting same -any materials .
required . to be filed by the partner wrth the partners v
return pursuant to () below

come or loss of the partnershlp, shall annex to its tax

-return whrch it files with the Division a statement such as- - i

that described in ‘NI A C. 18:35-1. 25(b)2 which justifies

- the inclusion of such income items in. the partnershrp S
- ordrnary income or loss for New J ersey Gross Income Tax - -
Any’ partnershrp which fails to annex such a’ -
- statement to its return shall separately state on its return -
the full amounts of 1ts drvrdend and mterest mcome o

purposes.

: (g) Partner frlmg requrrements are as follows

1. Each nonresrdent taxpayer who is a partner 1n a
‘ partnershrp havrng income, gains or. losses derived from- L
New Jersey sources shall, for each’ ‘such partnershrp, in-

_clude a copy of each of the following with. the partner s

N ew J Jersey non-resrdent tax return:

' "i;’ The partner s Federal Schedule K—1

. 18:35-.1;14 j

u Reconcrhatron of hrs or her share of partnershrp E

. c Arncome as determmed for Federal mcome tax purposes i
1. Partnershrps havrng ‘a New Jersey resrdent partner,:; 5 .

- or havmg any income derived from New. Jersey sources .. -
shall file with the Division a complete copy of the Federal‘:’:ff. -
Form 1065, US. Partnershrp Return of Income, requrred»;f SR
to be filed with the Internal Revenue Service; along-"wrthi- s
' ~Such informa-.
tion filing must: be made on or before the date of .
expiration of the permitted fllrng perrod for the partner-~ .
ship’s” Federal Form 1065, mcludrng any extensions of' S
such perrod a]lowed for Federal mcome tax purposes L

. in aocordance wrth (c) above and
‘. il The partnershrp s New- Jersey Busrness Alloca-

tion Schedule (NJ-1040—NR—A) as provrded by\ the

' "partnershrp

2. Each resrdent taxpayer shall mclude wrth the New N
: Jersey Tesident tax' return -a copy of ‘each of the items
v‘specrfred in (g)lr through ii above, for each partnership in -

_'which the taxpayer is a. partner regardless of the source’
- from whrch the partnershrp s 1ncome gams or losses are
: .derrved : . : '
2. Except as may be authorrzed by the Drrector pursu- S (h) The followmg apply to Keogh Plans
* ant to -(b)3iii above, every partnershrp “which- derrves» o
income both" from sources wrthm and outside of New: .
Jersey and which has one or more’ nonresident partners -
Asha]l complete a New Je¢ ersey ‘Business Allocatron Schedule._ h
(NJ-1040-NR-A). The' partnershrp shall attach a‘copy. of
the Schedule to the Federal Form 1065 which it files with .
- the Division, and must.also provrde a copy of the Alloca- .

L Partnershrp contributions to a Keogh Plan made on' s
= behalf of employees of the partnershrp and whrch are
- . deductible "as. ordinary and necessary business expenses.
- . for Federal income‘tax purposes also shall be- deductrble ‘
for New Jersey Gross Income tax purposes in determmmg o
- the_ net income of the partnership. : “The" employees on
- "-whose behalf such contributions, were made are:not sub- -
© " ject to gross income tax on the amounts contributed in the o
taxable year-in which they are contrrbuted to. the Keogh, ;
- Plan, unless withdrawn in such’ taxable year by the em-
- ployees from the Plan: The: employees are not consid-" < ,
~ered to have actually or constructrvely received the contri- -
* butions at the time they were made to the Keogh Plan. =
- 'When an employee makes a ‘withdrawal from the Keogh»
Plan, both the untaxed employer contribution and ‘accu=-* -
C mulated mterest eamed thereon are: taxable to the em-.i,v»"
4. Any partnershrp whrch for Federal income tax pur- . -
- poses includes interest or dividends in the ordrnary m-(»l“"_ '

o 2 Partnershrp contrrbutrons to a Keogh Plan made on . -
- behalf of a partner are not deductible. business expenses o
Stich contributions are to be taken into- account in- deter- =+ -

mining the distributive shares of partnershrp income" of

~the individual partners for New.Jersey gross income tax -
» _purposes in the taxable years in-which they are contribut- .
~ed to the Keogh Plan. Previously taxed: employer contri-

" ‘butions to-a Keogh Plan are not subject to tax when'_

i subsequently withdrawn by the partners L ' '

g 3. The mterest income - accumulated on the Keogh‘ o
o f,"'Plan contrrbutrons made by the partnershrp on behalf of ~~
. the partners is not subject to' tax during the perrod ofa
' partner’s part1c1patron -Such interest shall become tax- .
able when the partner withdraws it from the’ Keogh Plan.

When a partner ‘makes periodic withdrawals, the : accumu:

‘lated interest in the Keogh Plan is subject to tax in the.

ratio that the mterest bears to the total amount in the B

o ‘-partner s account

4. The provrsrons of thrs subsectron are 1llustrated by_ o

"’the followrng exarnples e

S -

 supp. 22096
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.y Example 1: A partners accumulated Keogh contrlbutrons [ IP RN o I
b : $7,500 . ) 3 S ,(;;'/Mr;\: \

B T held in his account PR
o Accumulated interest in partners Keogh account S 500y
e Total amount in partners Keogh account '$8’OOO R L e T

Assume ‘periodic - payments to the partner from the account durmg’
' the taxable year of $1,600. " i
' The amount of mterest wrthdrawn would be calculated as follows

8500 | R T R B
R 1 Rt $1600 $1oo SRR S E i

: Note Under the above facts, if a penodlc wtthdrawal of $l 600 were made by an employee C
(rather than by a partner) during the_ taxable year, the full amount of $1,600 is subject to: - RTURN
- . tax since the émployer contribution component of the amount withdrawn was not includable (<
S in the employee S meome at the tlme the partnershrp made the: contnbutron on hrs behalf S

[

1

Example 2 A partnershrp makes a’ contrrbutron to @

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

- behalf of the employees for $4,500. - The partnershrp may

deduct the $4,500 contribution .on behalf - of the employees -
- asa business expense for the taxable year and the employ-., D
_ 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 madé on behalf of the partners asa

~business expense for the taxable year. Each partner must

~include the portion of the $3,000 contribution ‘miade on his ~ -
- behalf in his computatron of his distributive share of part- -
" nership income in the taxable year the contribution was
. The amount . of ‘the contribution thus taxed to the
partner will not- again be taxable to the parther when’ such -

k - moneys are wrthdrawn by the partner from the Keog,h Plan S 1~

. made.

- Amended by R.1981 d. 6, effectlve January 8, 1981
See 12NJ.R. 676(a), 13NJR. 111(d). .
Repeal and New Rule, R)1994 d.110, effectrve March 7, 1994
See: .25 N.LR. 677(a), 26 N.J.R. 1241 (b)
S\ectlon was “Partnershlps :
‘ 1 ‘
Case Notes

Regulatlon could not vexclude from partriership net income d1v1dends i
Smrth V. Dxrector Div. of Taxanon 108 NJ 19 527

~and capital gains. "
".A.2d 843.(1987). e

" Partnership- business expenses could be deducted from partnershrp o
"income when determining taxpayers’ distributive share. " Smlth v D1- L

;" rector, Div. of Taxation, 108 N.J.. 19 527 A2d 843 (1987)

Regulatlon relatmg to deductrbrhtylof rermbursed expenses of indi--

vidual/ ‘partner for purposes of computmg ‘partner’s distributive share of

partnership income; vord Sab1no v Drrector D1V of Taxatlon 14

N.J.Tax 501 (1995)

Paragraph (c)4 held mconsrstent wrth statute ‘in deterrmmng llabrhty o
" for partner’s “distributive  share -of "partnership income, partnership
expenses incurred‘in connection with -tax ‘exémpt income ‘were: deduct- <.
ible; expense incurred by securities ‘partnership in the conduct of its
“business may be deductible -against all- other forms of partnershrp/'.'”
-income, including dividends and caprtal gains, in determining partner’s

distributive shares of partnership income.. Smith v. Ditector, Div. of

Taxation, 7 N.J.Tax 187 (Tax Ct.1984), affirmed. per curiam 8 N. J Tax' e

319, affirmed 108 N.J. 19, 527 A.2d 843 (App. D1v 1986). "

Depletlon expenses of partnership engaged in oil arid gas productxon. o
- are properly deductible by a partner subject to New Jersey gross income - '
» . tax; since percentage depletion, to-the extent it exceeds cost depletron R
is not" attributable to production. of income for the purpose of New ..

~ Jersey gross income tax, it is not deductible in computing New-Jersey

taxable income. Lee V. Dlrector Div.. of Taxanon 6 NJ Tax 385 (Tax—~ o

o Ct1984) R

) .

~ Supp. 2:20-96

, 18.35,-1_.15
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Employee accrdent or health msurance v' ol
exclusron from taxable gross/mcome R

(a) Amounts recelved by an employee through an_acci- -

dent or health insurance plan for _personal injuries or sick- o R
‘:néss are not sub]ect to tax under the New Jersey Gross”‘ PR
' Income Tax Act. 1 : ; o

'(b) Amdunts received by an employee on :account“orf

“personal injury or sickness quahfy for exclusion from taxable

. gross .income when received under the prov1s1ons of an -
- employee accident or ‘health 1nsurance plan wh1ch satrsfres C
© the followmg requrrements : '

s ,‘/.

» The payments must be compensatron for wage loss" \
which results from absence due to m]ury or srckness of +~
the}employee and : : :

N

2. The payments must have a requ1s1te certarnty under' -
“an enforceable: contractual obhgatron under the plan (see' S

' ;NJAC 1835—1 15(e)); and

3. The payments must not relate to srck leave wagev.

"_contmuatron, the taking of ‘which is largely drscretronary

and the payments are made regardless of the | reason for |
absence from work ' . ’

P

(c) Theexclusion from taxable gross: income ap:plies“ o :

'payments to employees under-a health or accrdent insurance -
‘plan regardless of whether insurance coverage is with a =
commercial insurance company to- which _premiums are paid- <+
by both employees and employer or solely by the employer; . -

~ or whether insurance coverage is provrded by an employer’s - ..
_-self-lnsured plan. for which no 1nsurance premrums are pa1d» e
,’by the employees . : '




