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Property Ta· Deduction/Credit . 
Frequently Asked Questions 

THE BASICS 
i 

1. Q. What is the property tax deduc~ionlcredit? .. 
I ! . 

. .. I ' . . . 

A. For tax years beginning on or afte~ January 1, 1996, qualified homeowners and tenants 
whose principal residence is locatdd in New Jersey are entitled to either (1) a deduction 
from gross income in the amount ~f th~ property taxes ( or rent constituting property taxes) 
due and paid, up to a specified mruhmum, or (2) a refundable tax credit. The amounts 
allowed to be deducted or creditedlwiHbe phased in over a three-year period as described 
in Question 2. · 

You will claim the deduction/credi~ on your resident income tax return if your gross 
income was more than $7,500 ($3,)750 if filing status is married, filing separate return). If 
you were 65 years of age or older qr blind or disabled and your gross income was $7,500 
or less ($3,750 if filing status is m4n"ied, filing separate return), you are entitled to a 
property tax credit which you will automatically receive by filing your Homestead 

. I . . . 

Property Tax Rebate Application (Form HR-4040). To see if you are eligible, see 
Eligibility Requirements on page 3l : · · · · 

. I , 

I 
i 
i 

2. Q. How will the property tax dedu~tionlcredit be phased in? 
I 
I 
I . 

A. The property tax deduction/credit will be phased in over a three-year period as follows: •. I . . . . . . . . 
Tax Year · · · •. •. Deduction All~wed1 · · Credit Allowed2 . I . , 

1996 50% offir$t $5,000 of property taxes (or $25.00 
rent consti~ting property taxes) paid. 
Maximum! deduction $2,500. 
. . ! ' . . . 

1997 75% of first $7,500 ofproperty taxe~ (or $37.50 
rent ccmstituting property taxes) pru.d. . 
Maximum\deduction $5,625. 

. I , 

1998 and after 100% of fitst $10,000 of property taxes $50.00 
( or rent cohstituting property taxes) paid. 
Maximumldeduction $10,000. . 

I Married persons filing separately wlio share the same principal residence with their spouse 
are only entitled to one-half of the al)owed deduction amounts shown. 

2 The credit amounts wiH be prorated for part-year residents and for married persons filing 
separately who-shared the same prirn6ipal r~sid_~Q9,C;l with their spouse. 

, ','>'·,•·,,:,c.-.,, I , 
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3. 

4. 

5. 

I 

i I! 
Q. How do /decide whet~er to claim the property tax d'f!duction or the property tax 

credit? I . f . · j i 

A. The property tax deductipn wW reduce your taxable inco~e; theproperty tax credit will 
reduce your tax due. Forµi NJ71040 includes a sch~dule Q$chedule 1) which, once . 
completed, compares yopr tax liability with the de~uctio:ilii to your tax liability without the 
deduction. If the differe1ce between your tax liability aft~r taking the deduction and your 
tax liability without the ~eduction is at least as much as the property tax credit ($25.00 in 
1996, $37.50 in 1997 an~ $50,00 in 1998 and after, or onb-half of those amounts if you are 
married filing. separate I~ amd you maintain the sarrie prin ! ipal residence with your spouse), 
you are better off using ~he property tax deduction, If the difference between your tax 
liability with the deduct~on and your tax liability without lhe deduction is less than the 
property tax credit, then !you receive a greater benefit by aking the property tax credit. 

1 I · : 

If your gross income is $7,50Q or-less ($3,750 or less if 1 ~rried filing separately), you are 
not eligible for the prop~rty tak credit unlessyou are age 95 or older or blind or disabled. 

i I I 
I I 

1 . I . .. . . 
Q. Is it ever possible to claim ~oth_ a property tax deduf tion and a property tax credit 

dining the same ttix ytar?c I · . I I . 

A. No. You may choose eitper the property tax deduction or: the credit, whichever provides 
the greater benefit. Complete ~chedule 1 to dete~ine w~ether the deduction or the credit 
works better for you. Se~ Question 5 if you are claiming·~ credit for taxes paid to another 
jurisdiction. I I 

1 

I, 
! i 

Q. Am I still entitled to the prJperty tax deductionlcre4't if I am completing Schedule 
A to claim a credit for taxes paid to anotherj~risdiqtion? 

A. Yes. Schedule A hasbeJn chJnged to give taxpayers whJlare eHgible for the property tax 
deduction/credit a method for calculating their credit for taxes paid both with and without 
the property tax deducti~n. If you are eligible to receive iiproperty tax deduction/credit, 
you must complete Sch~dule ft. for each jurisdictic;m for 'Mhich you are claiming a credit for 
taxes paid. Then you mtj.st corµplete Worksheet F.to detetµiinewhether you will receive a 
greater benefit from claipiing the property tax deduction tjr taking the property tax credit. 
See Eligibility Requirements below. ' 1· 

I I , 
I I ·,, 

Ded/Cr FAQ-2 1197 



6. Q. How does the new property tax '([eduction/credit affectthe homesteadproperty tax 
I . 

rebate? / 

A.. These new benefits have no impact on the homestead property taxrebate. The property tax 
deduction/credit is in addition to t~e homestead property tax rebate. · ··· 

. . . . r 
7. Q. Since my gross income has beeh over $100, 000/or the past severalyears, I have 

not been entitled to a homestead property tax rebate. Am I eligible for a property 
tax deduction/credit? 1 

A. Yes. Unlike the homestead property tax; rebate program, taxpayers who satisfy all of the 
eligibility requirements with incomes over $100,000 are eligible for the new benefits. See 
Eligibility Requirements below. · 

ELIGIBILITY.REQUIREMENTS 

General 

8. Q. . Who is eligible/or the property !tax deduction or credit? 
. I 

A. ·You are eligible for a property tax deduction.or property tax credit if: 

• You were domiciled and maintained a principal residence as a homeowner or tenant in 
New Jersey during the tax year; and · · · 

. . I 

• Your principal residence, whether owned orrented, was subject to local property taxes, 
and property taxes were paid ori that residence either as actual property taxes or 

. I 
through rent; and ! · · 

• Your rented dwelling had its own separate kitchen and bath facilities; and 
I 

• Your gross income was more tli.an$7;500 ($3,750 if filing status is married, filing 
separate return) or you or your spouse were 65 years of age or older or blind or 
disabled at the end ofthetax y~ar. 

i 

Taxpayers who were not 65 years df age or older or blind or disabled with gross income of 
$7,500 or less ($3,750 iffiling statis is married, filing separate return) are not eligible for a 
property tax credit. 1 

' .. 

You are not eligible for a property tax deduction/credit if your residence was in a multiple 
unit building that you owned and the building has mote than four units. You are not 
eligible if the building had fouruni~s of less but more than one commercial unit. 
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I l ; I 
- ' 

I J : 
-How do I know if 1 am tlomiciled in New Jersey~.-

1 ! 

A. Domicile is anYplac~an ihdividual regards as'.theirp :nnanenthome,ie.,lhe place-to 
-which they intend to! retud1 after a period ofa~sence .. dortlicil~, once, established,·. 
continues until a ne'f, fix~d and peimaneIJ-t hopie is :quired.:No· change of domicile. . -, 
results from moving !to a riew location if the in~entio is to remain only for a limited thne, . 
~ven i~ it_ is f~r a rel~tivelyt lo~g durat1?n. An iitdivid4jtl who owns p~operty i? the State but 

JO~ Q. 

lS donnc,led ID anotl)er slate IS not entitled to the pror lax deductron/cred1t. . 

What constitutes p~opel taxes for purpJes ofr:etermi~inKeligibilityf or the.• ..•• 

11. 

A. 

property tax deducfion/qredit?. . . : , : ·.. . . '. . · · . •· ·· ·. _. -· , , _ . ·. · 

;roperty truces are pJym~n~s to municipalities for whl4h an assessme:t wa~ made based On 
the, value of apiece Jf property and theiinpro\iement~I on it. For homeowners, property ·· 
wes are the amount\ of trotes acrually billed ~d ~aid \for th~ir princ~pal residence in New _ 

- Jersey for the tax year. Fot tenants, rent constituting 11roperty taxes is 18% of the rent due. 
and paid On their priicipaI!residence in New J~rsey dfu.ing the tax year, provided that the 
rented property is sur_1ect ~o locai property taxts. : - · · , . .. . 
' ' I I ' ' ' ' 

Q. I a~ 68 years old "rnd ,J, only income is Social $,ecudty;. Which benefit ain I 
eligible for, the prqperty, tax deduction or (he prbperty ~ax credit? ' 

A. Since Social Securi~ incobe is not ~ubject to tax, yo], are not-required to file a New Jersey 
gross income tax retmn. Because you were at least 6 ~ears of age, you are entitled to the 

. property tax cr~dit p~ovid~d that yo~ :met the of11ereJ~gibilit~ requir~ments (see Questio118 
above). You will automatibally receive the property credit by filing your Homestead 

.. P~opertyTax Rebate 11Applf cation (Form HR-1(?40). 11 i e credit will-automatically be paid _ 
with. your homesteadj prop~rty tax rebate. ; • . · . : -. · .·. . 

. ·: . . . i i . -. '. ' 1 -- .-·· . . . - ·. .. . . .. 

12. Q. I am 60years old Jnd Jy spouse is _blind. ~ur c ~bined taxable income is less 
than $7,500 and w~ file ]a joint homestaediprope \ty tax rebate application. Are we_ 
entitled to,.thej,toprrty t('X c~edit? ·_ . :- . ; .·_ . · . -

A. yes. As long as onJ spo~se filing a joint appHcati in orretumis 65 or older or blind ,' 
or disablecl, ym.iar4 eligible for the property'tax crtediteven if your incomeis under 
$1,soo. -_ : -I j: -
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13. Q. Due to illness I was only able If! work part-time during the year. As a result, my 
gross income was $5,750 and /;have no gross income tax liability. I am not 
eligible to claim an exemption for disability. Am I entitled to a property tax credit 
for the rent I paid during the year even though I am under 65? 

A. No. Because your income was not ~ore than $7,500, and you were not age 65 or older, 
blind or disabled you are not entitled to a property tax credit. 

I 

14. Q. Is a nonresident, filing Form NJ:. 1040NR, eligible for the property tax deduction 
or credit? ! · 

A~ No. 

Homeowners 

15. Q. I own and live in a home in Ne~ Jersey but I don 'tpay any property taxes 
because I am a totally disabled yeteran. Am I eligible for a property tax 
deduction/credit? 

i 

A. No. To be eligible for the property tax deduction or credit, property taxes must have been 
paid. 

16. Q. Am I still eligible for a property; tax :deducti01;,lcredit if I am delinquent in paying 
[, 

myproperty taxes? 

A. If you paid any part of the property 1taxes that were due during the tax year, you are eligible 
if you met the other eligibility requirements. See Question 33. 

' 

17. Q. I own a vacation home at the N~w Jersey shore. Am I eligible for a property tax 
deduction/credit? : 

A. No. You are only eligible for a property tax deduction/credit for your principal residence in 
New Jersey. 

18. Q. I own a building which has six residential units and the building is subject to 
local property taxes. I live in omrofthe units and I rent out the other jive. Am I 
eligible for a property tax deduc(ionlcredit? 

i 
A. No. Even though you own the build~ng and pay local property taxes you are not eligible for 

a property tax deduction/credit beca.use your building has more than four units. 
I . 

i 
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I 

19. Q. I own and occupy m,r ho~e but under our divorc4 ~ecree my ex-spouse (who ~o 
longer lives with mef is r4q~ired to and pay!f the p :operty taxes. Am I eligible for a 
property tax deduct1rnlcred1t? -: ; -

A. Yes. As long as prope I taxls have been paid, ypu are : ligible for the property tax 

20. Q. The bank which hol :s thJ mortgage on our:home makes our property tax 
payments from our 4scror account. Are we;eligib rtor:the property tax 
deduction/credit? 1

1
· i ! - ; -

I ' 

A. Y e-s~ Since the propert~ tax.els have been paid you are e ~gible• for the property tax _ 

. deductio~~reilituyorct t ofu~ eligib~fy ! en~. . . . . 

21. Q. Am I el,gible for a P(Ope~ty tax deduction/credit 1 11 am either a "life tenant;" or a 
· tenant under a leas~f0r 9i9 years or more?-~ _ '. _ 

. - - - · ! I · · · I . 

~A. Yes. As long as the other eligibility requirements are ¢t you are eligible for the property 
. I I : I . . 

tax deduction/credit.1ou ie considered a homeowner f not a; tenant. · _ _ 

- - I : -
Tenanls . I . 

l i : : , . · 

· ·22. · Q. I live in a roomi~g *ousJ and share the kitchen· : d two bathrooms with the other 
renters iii the housJ. Am 11 eligible for the proper~ tax deduction/credit? · 

A. -No. Even if yo~ satis~ the bther eligibility ;eq~remeJ~s, you are not eligible for the 
property tax deductimVcredit because your rent~d dwe iing unit did not have its own 
separate kitchen and ~ath facilities. · · 

i ! 

i i ! . 

· 23. Q. Am I eligible/or th~ property tax deducti01ycred~ if the apartment building that I 
live in is not subjec, ttJ lofal property taxes? [i _ __ -

A. No. To be el~gible for(the Pfopert! 13:'" deductiop!credi
1 
/prop~rty taxes must have been paid 

on fue dwelhng. Pa,emts rooe m heu of taxes are nll considered property taxes. 

24. Q. I am 67 years old a~d relt an apartment, b,ut Id· i not have to file a New Jersey 
income tax return ~ecauke my income is too low. -i4m I eligible/or a property tax 
deductionlcrt!dit? / J _ i j - - _ _ 

A. · Yes.· If you satisfy thJ othei eligibility requirements, ~u are eligible for the refundable 
property tax credit. Y,bu will automatically rec~ive th tredit by filing a Homestead 

. • ' I 

Property Tax Rebate ~pplication (Form HR-1040). · 
- : I -
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25. Q. I graduatedfrom college in May andmovedfrom my parents' home in Passaic 
into an apartment in Hoboken. !Afytaxable income/or the year was over $7,500. . . . I 
Am /eligible for the property tax deduction/credit? 

. I 
I 

A. Yes. Since ypuwere a tenant for part of the year and your income was over $7,500, you are 
eligible for the property tax deductfon/credit as long as the apartment has its own kitchen 
and bath and is in a building whic~ is subject to local property taxes. 

26. Q. Am I eligible for the property tax deduction/credit even if my rent is paid by 
another person? 

A. Yes. Since the rent has been paid )10U are eligible for the property tax deduction/credit if 
you met the other eligibility requirements .. 

I 

27. Q. Am I still eligible for a property tax deduction/credit if I am delinquent in paying 
my rent? 

A. If you paid any part of the rent pa~ments that were due during the tax year, you are eligible 
if you met the other eligibility reqliirements. · 

Ded/Cr FAQ-7 1/97 



I 

i 
. i i . 

DETERMINING THE DEDUCTION . .· . i 1 ·· · . 

Most taxpayers will determine the i amolitlt of their property iax de : ction by .completing the new-, 
Schedule 1 which is part of Form ~J-10~0. You will enter op Line 1, Sched~le l (?r Box A, Line 5, 
Schedule A), the actual property ifes (cbr 18% of rent) that :rere d and~prud dunng the tax year.· 

I ' '· 

Homeowners I , 

28. Q. The property tax bill ~or II!)' home was $~2,0(}0 wh["f. h I paid inf ulL. What would 
be the amount ofmy pl'ioperty tax deductwn? : . I I I : • 

A. The maximum deducti~n all~wed for 1996 is $2,?00 (50¼ of the first $5,000 of property 
taxes due and paid duriµg th~ year). In "1997, the ~naxim1:. deductionallowed is $5,625; in 
1998 _and after the max~m~ !deduction allowe~ i~ $10, ?,O. ~o deduction or credit is 
permitted for any amourt Ill pcess of the maXIDl-Ufil d ~uctIOn allowed. 

. . j. i : . . 
• I I ' . i • ·· I _, , . . · : i ! 

29. Q. I own two.houses in tew }ersey. One.is my princi al residence and one is a 
vacation·home. Can {use theproperty taxes tJ paid ~n the 1Jacation home to 
determine my properi, tax\ deduction? l .· . : 

I I ! I ·. 

A. No. You may only use ~he prbperty taxes due and paid o i your principal residence to 
· determine the amount oif yout property tax deduction. 

. I . ! : 
I i . . . 

l ' I 

30. Q. The amounts I paid ff!r lodal services, such as wat J, sewer, or trash removal, are 
separately stated on Jy pr~perty tax bill. May I us ~hese amounts to determine 

I , • , 

my property tax deduftion? · : 
. . . 1 l ; · 

A. No. If these fees (or loc~ tax s) are separately sta~ed on I e tax bill they are not considered .. 
property truc:es. 

I 

! 

. . i ' ' ·. 
31. Q. When I enter the am0iunt ifmy property taxes on ine 1, Schedule 1, should I 

.. ' I . : 

reduce the property taxes Jipaid by the amou1't oft \e homesteadproperty tax 
r¢bate 1 received durif g tht year? : i ··• 

: 1 ' I • 
I I . ' I . 

A. No. The amount of the Iiomesiead property tax rebate yo '. received should not be taken 
into consideration whenldetermining the amount of the p pperty tax deduction. . I . . 

i 
. i 

I 
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32. Q. My property tax bill is reduced~; a $50 Veteran's Ded«ation and a $250,Se11ior 
Citizen's Deduction. What qn,o;unt do I use to determine my property tax . . 
deduction on Schedule 1? . [ •· . . . . ·. 

. . 

A. You can only report the actual pro~erty taxes due and paid .on Line 1, Schedule 1: 
· Therefore the amount you report o~ Line 1, SchedQle 1, is the amount of your property 
taxes after subtracting your Veter~'s and Senior Citizen's peductions. 

33. Q. 

I • • 

' 

I was only able to paypartofniy 1996property-taxes,in 1996 but /paid the_ 
- ·. . . I . . ·,· - . " 

balance in January of 1997. _M~y fuse all of my property taxes paid when -
determining my 1996-property t:ax deduction? 

• - • . I •. ,. ·-. -. 
I ·:. 

• _' .: i .- • • • - • • 

You may only use the property tax~s thafwere due and paidduring the tax year. Since the 
amount you_paid in January 1997 clue in 1996 you may not use this amount when 
determining your) 996 property t~ deduction. Also, the property taxes that were due in 
1996 but paidiri January 1997 ma)f not be used when determining your 1997 property tax 
deduction. · · 

i 

34. - ·Q. Myproperty tax bill was $4,00~~ I poid $1,500 myself and my daughter (who does 
not live with me) paid:the bala11,ce o/the tax due during thitaxyear. May I use 
the/ ull amo1,1nt paid (even though Tdid not pay it all myself) when determining 

. -_ . ·: \· . . . -

my property tax deduction? · i - ; 
i 

A. Yes: You can use the full amount of propertytaxes due and paid on Line 1,. Schedule 1, 
even if you did not pay it all yours~lf. , " · 

i . 
Tenants ' 

35. Q. · I pfl,id a total of $8,400 in rent. Whdt would bi! the amount of my property tax 
deduction? ' - · - · · · 

. ' . - . 
• •• • ! 

. A. · First you must determine the portiqn of your rent that represents property taxes (rent 
constituting property taxes) to enter online l, Schedule}. You do this by multiplying the 
rent paid by 18% ($8,400-x 0.18::;:: $1,512). For 1996, your.property tax deduction will be 
$756 (50% of the first $5,000 of retit constituting property, taxes due and paid during the 
year up to a maxi.mum of $2~500). l 

i 
In 1997, your property tax deductidn will be $1,134 (75% of the first $7;500 ofrent 
constituting property taxes due and! paid during the year up to a maximum of $5,625). 

In1998 and after, the property tax ~eduction ;ill be $1,512 (100% of the first $10,000 of 
rent constituting property taxes du~ and paid during the year up to a maximum of $10,000). 

- I 

No deduction or credit is permittedjfor any amount in excess of the maximum deduction 
allowed. 
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36. 

37. 

38. 

39. 

40. 

Q. When calculating 18%(ofre'!t paid/or Line 1, Schedule 1, should I reduce the 
total rent paid by the a,,,oun;t of the homesteadprop]1rtytax rebate I received 
during the year? ] I • ; . 

A. No. The amount of the hJmesttjad property tax rebate you ieceived should not be take:µ 
into consideration when 1etenriining the amount of the pr1' perty tax deduction. 

' . I 
Q. I did not pay my Dece~ber 1996 rent until Ja1'uary f!f 1997. May I include that 

! ; - , - I 

payment when calcula!ing 18% of rent paid for my 1996 property tax deduction? 

A. No. You may only use thb rent !that was due andpatd during the tax year to determine your 
rent constituting propertyltaxes!. Since the rent you paid inl/anuary 1997 was dueinl996 
you may not use this amount when determining your 1996 iproperty tax deduction; Also, 

'I ' 

the rent that was due in 1996 but paid in January 1997 may1 not be used when determining 
your 1997 property tax druction. · l: . . 

Q. ] lived in two different ~ar~ent buildings during t r year. My new landlord tells 
me that the apartment (Jui/ding I live in now is not s~bject to local property taxes. 

. I " I I • 

I paid a total of $3,000)rent for thi entire year. Can r: use the total amount to 
determine my property tax deduction? ! . ; 

A. No. Because the apartme*t building in which you now liv i is not subject to local property 
taxes, none of the rent yoµ paid while residing there repreJ~nts property taxes and cannot 
be used in determining yqur prbperty tax deduction. If the I apartment building that you 
lived in for t~e firs~ part 9f _the rear was subje~t to local p~~perty taxes, yo~ may use 18% 
of the rent paid wlnle restmg iere to determme your pro~erty tax deduction. ' 

Q. I could not afford to pqy my
1 
rent for the last three tbnths of the year so my son 

paid it/or me. Maylu'$e thl·' amount of rent he paid or me when determining my 
property tax deduction~ , · · 

A. Yes. You may use the fuJl amo1 nt ofrentdue and paid to ~alculate 18% ofrent paid on 
Line 1,Bchedule 1, even if ymi did not pay it all yourself.! 1 

Q. I paid a security deposft eq~al to two months rent before ]could move into my 
n .. ew apartment. Can. rinclud.e this deposit in rent pdilid when I calculate 18% of 
rent for determining ,Jy prdperty tax deduction? i 

I . I . I' 
' I 

A. No. A security deposit is!not considered rent. . ! 
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41. Q. /_received a "tenant pass throudh rJbate''from my landlord. Should I subtract 
this rebatefrom the amount of t,ent lpaid duiing the year when I calculate 18% 
of rent Jot determining my prop~rtitax deduction? . . · 

! 

A. No. The amount of the pass-throug~ rebate should riot be taken into considerati~n when 
· determining the property tax deduction ... 

. . :· -. ·;. ·. . 

42. Q. I paid my _last two months rent ipto an escrow a~count because my landlord has 
not repaired the furn ace which)ieatspur apartment building._May /use the 
amount of rent in escrowt() cal4ulate18'¼ofrent when detertiiining my property 

. taxded11:ction? . I . . -
i 
; 

' A. Yes. 

CHANGED YOUR RESIDENCE DURING THE YEAR 
If you lived in~orethan one qualified residence during-the year, y~umust complete Schedule HR-A . 
before completing Line, 1, Schedule 1. .· : 

Full-year Residents 

43. Q. I owned and lived in a home in New Jersey for the first seven months of the year. 
. . ,. '.. . ~. . . - . . - . - - .· . . 

OnAugust 1, I soldthathome a'tld,r,ovedlnto my new home(qlso in New Jersey). 
· The property taxes due and paid while1 lived in the jirs_thome were $3,000. The .· 
property taxes due and paid whi(e I lived in the new h<Jme were $2,600. What 
amount do I use to determine my property tax deduction/credit? 

: 
I .. , - • 

A. - The combined-property taxes due and paid on your two homes were $5,600. This is the 
amount that you will use on Line 1, ! Sche,_dule 1 to determine your property tax 

· deduction/credit. i 

44. Q. I lived in New Jersey for the entfreyear. ;For the first s_even months, I leased an 
. apartment in a building (which ivas subject to pr(Jpi!rty taxes) in New Brunswick 
and my total rent was $4,900.1 bo,ught a townhouse and moved in on Augu~t 1. 
The property taxes for Augustt~rough December were $1,500. I satisfied all the 
eligibility requirements~ What a,,.011nt do I use to determine my property tax 

. . . I . 

deduction/credit? · · · . ! · • · . •. · 
,· 

A. The combiµed property taxes due and paid during the year were $2,382 ($4,900 rent x 0.18 
plus $1,500). This is the amount th~t you will use on Line 1, Schedule 1 to determine your 
property tax deduction/credit. . . 
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45~ Q. 

· - · I i · i j: · . · 
. . i j' . . . i . 

. . . i . : i . .. . ... 

John and I were marri'(!d on April 3 last year. JJoth: JJ us were New Jersey 
residents for the entire[year.f Prior to the ·weddfng, wij each maintained separate 
residences. After the w'(!ddi~g we sold John's 1',ome flµd lived in my home. We are 
filing ajointreturn an~ouriincome was more:than i7,500. Can-we combine all 
the property taxes we ftiald both before and aft~r our 'fffarriage when determining 
our property tax deduc~ionl~redit? · i · 

· · .- I : -
• ' I I •. 

A. No. When determining t~e amount to enter on Line 1, Sch!¢dule 1, you may use either the . . ,. .. ., • I, . . .. 
. property taxes due and p~d onlyour home for the eptire ye~ or the property taxes due and 
paid on John's home fr~ti1, Jantiary 1 through April :2 phis ~he property taxes due and paid 

.. on_yom home fromApnll 3 thr~ugh the end of the ~ear. Ypu cru.inot use the property taxes 
paid for both homes for tpe pe~10d from January 1 furoug [Apn12. _ ·· · . -. . · . 

- I 

I 

. · Part-year Residents i 

1 
. . ·_ · . · · ! . 

. 46 . .. Q. ·1 am 68 years ~Id. f mo_jl ve~ f Ne_ w Jersey in ~u __ ne ,, }ast year and r_ ented an 
· apartment (which ma bu1ldmg that was subJ~ct to t :cal property taxes). My 
· income for the year wds only $5,000. Ami entitled t~ a property tax · · 
. deduction/credit? Ho, do Ijdetermine t~e a1111un1 ot the benefit? __ __ · 

A. · Yes. Because you were resid~nt for part of the ye~ and. ~ver 65 you are entitled to a 
property tax deduction/c~edit ~rovided you met the1 other eligibility requirements. Sirice 

.. your income was less thain $7,500, you have no gross incdµie tax liability and won't . 
. · _ :\)en~fi{from the pro pert~ t~ drd~ction._ Howe:ver, 1ou I eligi_ble for the property tax . 

. cr~dit; butasapart-ye_ar reside,nt you will receive a parti 1cred1t.based uponthe number of 
months you lived in Ne"f Jersey. ' -

47. · Q, _I bought a home ln-N~wJeiey and moved in:on Ju :e J //Jstyear. My lncomefor 
_· the year was :$50;000. f paid property taxes of $1, 70 for ·the period of June 1 to 
· Beceinber 31. Whata+.oun~ do/use to determine .,J}property tax . · 

deduction/credit? · 1 I · ' · I · 
. . . : I . , : . . -· 

·· A. Even though youwere a part-~ear resident, you may entei'on Line 1, Schedule 1, the full · . 
amount of property,taxe~ paid :While living in NewJersey t$l,700).However, when ymrdo .·. • 
the c~culation to d~term~n~ wrether the deductionj or ere ~tis be~er fo~ you, you will only · __ ·· 
be entitled to a partial cr~d1t based on the number of mon , s you lived m New Jersey. In · · 
other words, th.e compar __ . i.ison ~. ount which appear~ in. thil : .. question bel.ow Line 7, Schedule 
1 ($25 in 1996, $37.50 i~ 1997 and $50 in 1998 ~d ther iµter):must be-multiplied by the 
number of months you ~ere a r~sident and then diyided · 12. . - · 

I I 
I 

I 
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48. Q. I moved out of my New Jersey home on July 1 and rented an apartment in 
Pennsylvania. I do notplan to return to New Jersey to live. I could not sell my 
New Jersey property during the year and paid property taxes on it for the entire 
year. My income while/was a resident was $46,000. Am I entitled to aproperty 
tax deduction/credit? 

I 
I , 

A. Yes. Because you were a resident f:or part of the year you are entitled to a property tax 
deduction/credit for the property ta:xes you paid while a New Jersey resident. You may not 
include on Line 1,. Schedule 1, the property taxes due and paid after July 1, the date that 
you left New Jersey. However, when you do the calculation to determine whether the 
deduction or credit is better for yog, you must remember that you will only be entitled to a 
partial credit based on the number of months you lived in New Jersey, In other words, the 
comparison amount which appears in the question below Line 7, Schedule 1 ($25 in 1996, 
$37.50 in 1997 and $50 in 1998 anr thereafter)must be multiplied by the number of 
months you were a resident and th~ndivided by 12. 

MARRIED COUPLES FILING SEPARATE RETURNS 
If your filing status is married, filing separate return and you maintain the same principal residence as 
your spouse, you are entitled to one-half the ptoperty tax deduction or credit you would have been entitled 
to if filing jointly. If you and your spouse maiµtain separate residences and file separately, general rules 
for claiming the property tax deduction/credit iapply. 

' ! 
I 

49. Q. My wife Mary and I live together in an apartment in Edison. Wejile our Federal 
and State income tax returns separately .. Our rent lastyear was$7,500. Bothof 
our incomes were more than $3,750. What amount do we each use to determine 
the property tax deduction/credft? , 

i . 
A. Since your filing status is married, ;filing separate return, and you maintain the same 

I . 

principal residence, you will each enter $675 onLine 1, Schedule 1, which is one'-half of 
yomrent constituting property tax~s (18% of the rent paid). In addition, when you do the 
calculation to determine whether the deduction or credit is better for you, you are only 
entitled to one-half of the property tax credit allowed. In other words, the comparison 
amount which appears in the question below Line 7, Schedule l, is limited to $12.50 in 
1996, $18.75 in 1997 and $25in 1998 and thereafter.· 

50. Q. My husband owns and lives in 9 home in Princeton, while I live in an apartment 
in Montclair. We file separate income tax returns. Am I entitled to only one-half 
of the property tax deduction/c~edit? , 

A. No. Because you and your spouse maintained separate residences and are filing separate 
returns, the one-half rule does not ~pply. 
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51. 

I 

Q. My husband and I lit, tJether, butjile separate ;
1 
:~ome tax returns. Neither one 

ofus is over 65. Myhusbdnd's taxable income wa~[ $3,2:00/astyear, and my 
income was $23,000.1 We ~wn our home and:paid $f,600 in property taxes during 
the year~ Are we bot~ entitled to the propertY,tax d~ductionlcredit? · · 

. I 
1
1 ' 11 . 

··A. No. Since your husban~'s in4mne wasless than $3,750 ~nd he was not 65 orolder or blind 
or disabled, he is noterttitled:to a property tax credit. Y Ju, however, are entitled to one-
~~lf of the property_taxldedu9tion or cre~it you "iould h~ve been entitled to had you_ filed a 
Jomtreturn. Youwdl eiter $1,300 on Lme l, Schedule 1

1
• When you do the calculat10n to 

detennine whether the 1eduction or credit is·better for ypu, you are only entitled to one-. 
half of the property tax '!credit allowed. In other words, t~e comparison amount which 
appears in the question beloJLine7, Schedule ll is lim'ted to $12.50 in 1996, $18.75 in 
1997 and $25 in 1998 and th I reafter. · . ; .. ·. .· . I . . •. . 

. . i ... ·. . i 

MULTIPLE OWNERS, MULTIPLE TENANT , 
: . I 

MULTIPLE DWELLING U~ITS. . '. .• 
· If you owned your residence with. ~ome~ne.else otherthany~ur spqase, or you lived with someone 
· else other than your spouse in a quklified resid~ntial rental property[ ~nd shared the rent with them, or 
you owned and lived in a building r'ith ~ore than one dwelling unj·: (see Question 8 for discussion of 
multiple unit buildings), you must pomplete Schedule HR-A before completing Line 1, Schedule 1. 
When you do the calculation to de~ermi~e whether the deduqtion or credit is better for you, you may 
use the full property tax credit allo~ed. ]f you determine that you 

1
~11 receive a greater benefit from 

the property tax credit, enter the full am11 unt on Line 43 (Property 1f~x Credit), Form NJ-1040. 
. I 

52. Q. M: .. ... ·.tw··•o br·o· th·e. rs and .• l.ivel1.·n a home tha·t·· w .. e ow.n t·o··•·,ge. ·.t.h.·er. T..'h· ·e ... to. t.alprop· .. erty taxes paid during thejyear were $6,300. My incomJlwas over $7,500. What 
. . . . I.. •· . I' 
. ,amount do I use to.d1termine my property t~ ded]· rtionlcredit? . ·. . 

A. When a residence is pwhed b~ more than one individual ( other than husband and wife), 
each owner is· allowed J, ded«ction/creditprovided that t :e home is maintained as their 
principal place ofresidence. ~ach owner may only use t~e portion of the property taxes 
due and paid dming thej year that equals their share of ot,iership of the property. Since you 
own one-third of the pr<j>perty1, you may only use ~ne-thirdofthe property taxes due and 
paid d~ring the year, or1$2,1dlo. Thi_s is the ~ourtt you tm use_onLinel, Sched~le l to 
determmeyow propertl tax deductmn/cred1t. Share ofo~ership of the property IS . 
considered to be held equally by all owners. If th~ share !are not equal; you must provide 
documentation ofowne~

1 

ship. : 
! 
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53. Q. 
i . 

My brother and I own a home: together in New Jersey. Although my brother pays 
all oftheproperty taxes he do~s not live there with me. Are we each entitled to the 
property tax deduction/credit for the property taxes paid on this home? 

A. No. Since your brother does not 1!ve inthis home he is not entitled to the property tax 
deduction/credit for the property ~axes paid on this home. On the other hand, you are 

· entitled to the benefits ifyou me~ the-other eligibility requirements because the property 
-- taxes were paid. However; you 111-ay only use the portion of the property taxes that equals 
your share of ownership of the p~operty when completing Line 1, Schedule 1. 

j . . 

54. Q. My friend and I rent an apa,.i,nent in a building which is subject to local property 
taxes and each of us pays one--half of the rent.I am 67 years old and my friend is 
61 and blind. Our only incom~ is Social Security so neither one of us has to file a 
State income tax return. Are ~e entitled to the property tax credit? 

i 
A~ Yes. Even though you and your friend have no taxable-income, you are entitled to a 

property tax credit because you ~e either 65, blind or disabled and pay rent, part of which 
constitutes property taxes. Each of you will automatically receive the full credit withyour 

· homestead property tax rebate provided, of course, that you each file Form HR-1040 and 
Schedule HR-A on time. 

i ' 

55. Q. Does the answer to Question ?4 change ifmy taxable income was $35,000? 

A.· Yes. Because you have taxable iµcome you have to complete·Schedule 1 to determine 
whether you will get a greater b~nefit from the property tax deduction or the property tax 
credit, but first you must complete Schedule HR-A since you shared the rent with someone 
_other than your spouse. Enter 18%. of the amount of Total Rent Paid by You (Line 12 of 
Schedule HR-A) on Line 1, Schedule 1. Your roorµmate will automatically receive thefull 
property tax credit with her hom~steadproperty tax rebate provided she files Form 
HR~1040 and Schedule HR-A 01ii time. 
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56. 

57. 

58. 

I 

I Ii 
: ;. . '1 !' : I , · 

Q. I pay 60% of the rent 11for t~e apartment that 'I shar~ with my friend. My taxable 
income is over $7,500~ My friend, who is 26 ~ears 4/d, pays 40% of the rent and is 
not required to file a ~eiw{ersey income tax ,:eturnl: The apartment building is 
subject to local property t~es. What amount do I "II :e to determine my property 
tax deduction/credit? ! ' · · , 

I i .· 

A. Because you have taxable incbme you have to complete. , ;chedule 1 to determine whether 
. I : ., I 

you will get a greater beµefit from the property tax dedutjtion or the property tax credit, but 
first you muslcornplete ~chequle HR-A since you share4!the rent with someone other than 
your spouse. Enter 18% bf the amount of Total Rent Paid ]by You (Line 12 of Schedule 

. . .· I I I, 
HR-A) on Line 1, Sched[ule L:Your roommate is not entit~ed to the propertytax credit 
since his income was lesis than $7,500 and he was not ov!r 65 or blind or disabled . 

. i I . Ii 
Q. I own a building that ias f ~ur residential uni~s. I litr in one unit. The property 

taxes on the building are $8,000. What amount do liuse to determine my property 
tax dedu~tionlcredit? I j · : 

A. As the owner of a qualified building with more than one lflpil you are aHowed a property 
tax deduction/credit for ~he unit that is your principal pla~¢ of residence. However, you 
may only use the portio~ of th~ property taxes due and paid during the year on the portion · 
of the property in which rou reside. Since you live in onel pf the four units, you may only 

use one-fourth of the p. rop·. erty ~axes d. ue an. d paid, o• r $. 2. ,ofi:• ... O. Th.is is the am.ount you will 
use on Line 1, Schedule i to d¢termine your property tax deduction/credit. · · 

I I . ' . ' 

! . ; 

. i i . ! . 
Q. I own a duplex in New Jersey and live in one;.half ol(it. My taxable income was 

· I I • . · I 1 

over $7,500. I knQw thft wli,en I complete Line 1, s4~edule 1, I can only use the 
property taxes that wete dub and paid on theportion:ofthe property I lived in last 
year.If I find that/ reteive !a greater benejit/rom t~e property tax credit than 

, . . . . . I 

from the property tax deduction, do] get the full cr~itit? · . · 
I . I: 

A. Yes. Even though you m~st apportion the property·.taxes p~idwhen completingLine 1, 
Schedule 1, if you choosy to cl1~im the property tax: credit 1you are entitled to the full 
amount. 1 '· I ! 

I ! 

I'. 

I 

I 
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MILITARY 
59. Q. I am serving in the U.S. Arniy in Germany and New Jersey is my home of record. 

I own a home in New Jerseyiand pay local property taxes on it. I am required to 
file a New Jersey residentincome tax return. Am Tentitled to the property tax 
deduction/credit? 

A. Your eligibility for the property:tax deduction/credit depends on whether or not the house 
· is available for your use during your military service outside of New Jersey. If the home 
remains available for your occupancy at any time during the year, you are considered to be 
actually and continuously occupying it as your principal residence, even though you are 
serving in the military out of State: If this is the case, you are eligible for the property tax 

·· deduction/credit. If, however, Y\:>Ur home is rented to an unrelated party during your 
absence, and you have no right to occupy the property, you are not eligible for the 
deduction/ credit. 

60. Q. Does the answer to Question: 59 change if I am married and my spouse lives in 
· our home in New Jersey? · 

A. 

61. Q. 

I , 

If the home is occupied by you~ spouse while you are on·a tour of duty, you and your 
spouse may claim the property tax deduction/credit on your joint New Jersey resident 
incometax return. Ifyouand your spouse file separate New Jersey resident returns, each of 
you are eligible for one:..halfof the property tax deduction/credit that you would have been 
entitled to if you had filed a joi~t return. 

My wife and I are domicilediin Texas. I am in the AirForce and stationed in New 
Jersey. My wife is living here with me during my tour of duty. We rent an 
apartment of/the military bqse. Are we entitled to aproperty tax deduction/credit? 

A. No. Neither of you are eligible for a property tax deduction/credit because you are not 
domiciled in New Jersey. (See Question 9 for the definition of domicile.) If you change 
your domicile (or home of record) to New Jersey you would be entitled to a property tax 
deduction/credit if you meet th~ other eligibility requirements. 

62. Q. My home of record is Nebra~ka, but I am stationed atMcGuire Air Force Base in 
New Jersey. During my servjce here I met and married my wife who is a New 
Jersey resident. We own a h(Jme in Pemberton. When my tour of service is over 
we plan to move to Nebraska. As a nonresident I know that I am not entitled to a 
property tax deduction/cred~t, butis my wife eligible? 

A. Yes. If she met the other eligib~lity requirements your wife is entitled to the property tax 
deduction/credit as long as she remains a New Jersey resident and is domiciled here. See 
Married Couples Filing Separate R~turns above. 

I 
I 
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MOBILE HOMES 
Mobile homes are manufactured hcimes thich are transportable in 9~e or more sections that are 
constructed off-site; erected on a permanent chassis, and designed t~1be used as.dwellings. They can 
be located either inside or outside df mobile home parks. A mobile ~ome park is a parcel ofland 
~hich i~ subject to _local property t~x~s, ~ontaining _at least ten sites F hich are_ equipped for the . 
mstallat10n of mobile homes. A m9b1le home park 1s under common:ownersh1p and control, but 1s not 
.copperatively owned,and is operatfd forjthe sole purpose of leasin~ Sites to owners of mobile homes. 

Mobile homes which are located inside a]mobile home park ¥e not ~ubject to local property taxes. 
Instead, such homes are·subject to ij municipal service fee which co"ers the cost of local services such 
as sewer and water. Because they dp not pay property taxes on theirlhomes, ownersofmobile homes . 
inside mobile home parks cannot b~ treated as homeowners when cl~iming the property tax . 
deductiori/credit. Ho~ever, _since tHe 1an4 that the mobile ~mne is 19~ated on is subje~t to pro~erty 
taxes, and the owner is leasmg that fand,the owner can claim the pnpperty tax: deductlori/cred1t as a 
tenant using 18% ofthe rent paidif1all o~the other eligibilityrequirJinents are met. 

I-; 

Owners of mobile homes that are 119t located in a mobile home par~ ,~re eligible for the property tax 
deduction/credit as homeowners, atjd renters of such homes are elig~li,le as tenants,if the homes are 
affixed to the land, habitable as permane4t dwelling units and asses¥d as real property provided that 
an of the other eligibility requiremepts arf met.. · I ! 

i I . I 
63. Q. I livein a mobile hom~ located in a New Jersey mo~ile home park. My monthly 

r I . . I, 
rent/or the land that f'Y h1me is located on, is $12~ !($1,440 annually) and I pay a 
monthly service fee to:the t~wnship o/$80. J11hat a~ount do I use.to determine 
theproperty tax deduction/credit? : II I 

i I , 

A. Since the mobile home is located on land that is sqbject t~ property taxes, and you are 
leasing that land, you cru;i claith the property tax deductio~ credit as a tenant if all of the 
other eligibility requirell}ents ~e met. Enter 18% of the r6htpaidfor the land ($259.20) on 
Line 1, Schedule L The fee fof municipal services may npt be included. If you are renting 
the mobile home as well.as the land, you cannot use the r~nt paid for the mobile home 
when determining your propedy tax deductiori/credit. I! 

: I . ' 
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ETC. 
64. Q. Is the property tax credit subjec,t to the Set-off of Individua/Liahility (SOIL) 

program? 

A. Yes. If you.owe a debtto a.State agency,theIRS, or for child support, your property tax 
credit may be set off through the SOIL program in the same way and for the same reasons 
as State income tax refunds and·homestead property tax rebates. 

65. Q. I own an apartment in a co-op building. Am I entitled to the property tax 
deduction/credit? 

A. Yes. If you met the other eligibility requirements, you are entitled to a property tax 
deduction/credit as a homeowner. ·Kou.must obtain from your cooperative's management 
the amount of property taxes due a,id paid that were attributable to the residential unit you 
occupied. This is the amount that you will use on Line I, Schedule I. 

66. Q. My father lives in a continuing careretirement community. ls he entitled to the 
property tax deduction/credit? 

A. If your father met the other eligibility requirements, he is entitled to a property tax 
deduction/credit as a homeowner. When calculating the deduction/credit, residents of 
continuing care retirement facilitie~ will enter on Line I, Schedule I, only the charges for 
their share of property taxes, which are. specified in their continuing care contract. 

I 

' . 

67. Q. I was delinquent in paying my property taxes for 1996, but paid the balance due 
in 1997. I know that I can,t use: those taxes on my 1997 return, but can I amend 

. my 1996 return and include the balance of the 1996 tax? 

A. No. 
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68. 

69. 

70. 

71. 

I 

I . • . . . . 
Q. I appealed my 1996 property tax assessment to the f amden County Board of 

Taxation. In 1997 I ~as no,tified that the assessme'ft was reduced and I received a 
partial refund o/1996 property taxes in 1997. Do /[have to file an amended New 
Jersey return? ' ! I: 

A. If you claimed the property tax deduction on your 1996]),.lew Jersey income tax return, you 
must complete an amenfed iticome tax return (Form NJ-~040X}and Schedule 1 using the 
revised 1996 property t~xes. If the Balance of Tax (Line ~9, Form NJ-1040X) in the 
Amended column is more thap. the amount in the As Orig~nally Reported column, an 
amended return mustbej filed :for 1996. If you clai:med th~ property tax credit, an amended 
return is not necessary. i 

Q. Before the sale ofmy :new ~ome was finalized, I m1vedinto the home under an 
executory contract of!sa,/e. Am I entitled to theprop,erty tax deduction/credit from 
the date I moved into the home or the date of closing? 

I I I; 

A. Providing that you satisfied ail of the other eligibility reqiirements, you became eligible 
for the property tax ded~~timf credit from t~e ~ay tha~ y9! moved into the home under the 
terms of the contract and 1t became your pnnc1palres1dem.pe. Use the amount of the ·· 
property taxes due and Jiaid on the home from that date hen completing Line l, 
Schedule 1. . ; I · 

Q. . ls the property tax cr~dit tlable income for Jvew J. rsey income tax purposes? 
:. I 

A. No. The property tax crddit is lnot taxable income and sh~~ld not be included on Form 
1 I NJ-1040. . I , . , · 

. i I WI 
Q. My mother, who owned an~ lived in a home in Ne iJersey, died on May 3. The 

property taxes, which lwere !$4,500, were paid for th~ entire year. The taxes due 
after her death were p~aid b'y the estate and the prop~rty is still in her name. Is she 
entitled to the property tax ~eduction/credit, and if~'!, what amount is used on 
Line 1, Schedule 1? '. '. . 

1

, '. 

. I I : ' · 
A. Yes. Since property taxis wer~ due and paid on your motJner's home, your mother is 

' • I , ! ! 

entitled to the property tax deduction/credit on her final ~~rm NJ-I 040 if she met the other 
eligibility requirements. \Since! title is still in your motheri~ name, the full amount of 
property taxes paid for tl:ie year may be used when compl1~ting Line 1, Schedule 1. 
However, if title to the p~operty had been transferred dur~ilJ.g the year she died, the amount 
on Line 1, Schedule l wpuld ~e the property taxes due 1

~ paid up until the date of 
transfer. I : 

I . 
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