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Property Tax DeductlonICredlt

| Frequently Asked Questlons

THE BASICS

1. Q. Whatis the property tax deduczibn/credit? |

A. For tax years beginning on or after January 1, 1996, quahﬁed homeowners and tenants
whose principal residence is located in New Jersey are entitled to either (1) a deduction
from gross income in the amount Qf the property taxes (or rent constituting property taxes)

“due and paid, up to a specified mafcimum or (2) a refundable tax credit. The amounts
allowed to be deducted or credited W111 be phased in over a three-year period as described
in Question 2. . !

You will claim the deduction/credilt 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 or blind or disabled and your gross income was $7,500
or less (83,750 if filing status is mamed filing separate return), you are entitled to a
property tax credit which you will automatically receive by filing your Homestead
Property Tax Rebate Application (Form HR-1040). To see if you are ellglble see
Eligibility Requirements on page 3}

|

2. Q. How will the property tax deductton/credtt be ph ased in?

A, The property tax deduct1on/cred1t w111 be phased in over a three-year period as follows:
- i

Tax Year . Deductlon Allowed' IR Credit Allowed’

1996 50% of ﬁnst $5,000 of property taxes (or . $25.00

- ' rent constituﬁng property taxes) paid. o
Max1mum deduction $2,500.

1997 | 75% of ﬁrst $7 500 of property taxes (or $37.50
' rent constltutmg property taxes) paid. '
Max1mum\deduct10n $5,625.

1998 andafier  100% of first $10,000 of property taxes $50.00
' (or rent constltutmg property taxes) pa1d
: Max1mum deduction $10 000.

" Married persons filing separately who share the same principal residence with their spouse
are only entitled to one-half of the allowed deduction amounts shown.

? The credit amounts will be prorated fo_r part-year residents and for married pefsons filing
separately who shared the sar‘nie_ﬁp_rinci:ipal residénce with their spouse.

|
|
|
l
|
|
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3. 0O How do I deczde whether to claim the property tax deduction or the property tax
: credit? L .

: IR o :
A. The property tax deductlon w111 reduce. your taxable inco me the property tax credit Wlll
~ reduce your tax due. Form NJ 1040 includes a schedule (Schedule 1) which, once .
- completed, compares your tax liability with the deductlon\ to your tax liability without the
deduction. If the dlfference between your tax liability after taking the deduction and your
tax liability without the deductlon is at least as much as the property tax credit ($25.00 in
1996, $37.50 in 1997 and $50 00 in 1998 and after or one-half of those amounts if you are
married filing separately and you maintain the same pnnclnpal residence with your spouse),
you are better off using t the property tax deductlon If the difference between your tax
liability with the deduct1lon and your tax liability Wlthout the deduction is less than the

* property tax credit, then| iyou receive a greater beneﬁt by takmg the property tax credit.

| | )

If your gross income is $7,500 or-less ($3,750 or less if marrled filing separately), you are

‘not eligible for the property tax credit unless you are age 65 or older or blind or disabled.
B R N

4. 0. Isitever posszble to clatm both a property tax deduotton ‘and a property tax credit
o »durmg the same tax year9 | : ' '

- A. No. You may choose either the property tax deductlon or the credlt whichever provides
the greater benefit. Complete Schedule 1 to determine whether the deduction or the credit
works better for you. See Questlon 5 if you are clalmmg ; cred;t for taxes paid to another

: Jurlsdlcuon ‘ ‘ - ' '

i i
5. Q. Aml still entitled to the property tax deductton/cre tt if I am completmg Schedule
“A to claim a credit fon taxes patd to another jurzsdtctton 2 :
~A. Yes. Schedule A has been changed to give taxpayers who;are eligible for the property tax
~ deduction/credit a method for calculating their credlt for taxes paid both with and without
the property tax deduction. If you are eligible to recerve a property tax deduction/credit,
you must complete Sch dule A for each jurisdiction for Wh10h you are claiming a credit for

taxes paid. Then you must complete Worksheet F to deter rmme whether you will receivea

greater benefit from cla1m1ng the property tax deductlon or takmg the property tax credit.
See Eligibility Requzrem ents below : o
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6. Q. How does the new property tax deductzon/credtt aﬁ’ect the homestead property tax :
- rebate9 - g ,

"A.. These new benefits have no 1mpact on the homestead property tax rebate. The property tax
 deduction/credit is in addztzon to the homestead property tax rebate :

7. Q. Since my gross income has been over $100,000 for the past several years, I have
" not been entitled to a homestead property tax rebate. Am I eltglble Jora property

- tax deductton/credtﬁ

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
Elzgzbzlny Requzrements below '

ELIGIBILITY REQUIREMENTS
General | | | |
8. .Q. , Wh:o lS eflig‘ible fo_r tIte property \tax deduction or credit?
A. 7' You are eligible fora property tax dedu'ction or property tax credit if:

* You were domiciled and malntamed a principal : re51dence -as a homeowner or tenant in
New Jersey during the tax year; and ’ :

. Your principal 1e51dence whether owned or rented, was subject to local property taxes,
and property taxes were paid on that residence either as actual property taxes or

through rent; and |

+ Your rented dwelling had its _o_-vyn separate kitchen and bath facilities; and

+ Your gross income was ‘more thah $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 of the tax year....

- Taxpayers who were not 65 years of age or older or bhnd or dlsabled with gross income of
$7,500 or less ($3,750 if filing status is marrled filing separate return) are not eligible for a
property tax credit. -

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 more than four units. You are not
eligible if the building had four-units or less but more than one commercial unit.
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10.

11

12.

Ded/Cr FAQ-4

Q.. How do 1 know if ] I am domwlled in New Jersey

. which they intend to; return after a period of absence.

|

Dom1c1le is any place an 1nd1v1dua1 regards as the1r p

continues until a new, ﬁxed and permanent home is a

..__'.vvr R

elfl_fll‘a’nent home, i.e., the place-to O

|A domicile, once established,-
qulred No change of domicile

‘results from movmg to a new location if the 1ntentlod is to remain only for a limited t1me o
even if it is for a relatlvely long duration. An 1nd1v1dua1 who owns property in the State but o

is domiciled in another state is not entitled to the property tax deductlon/credlt

; .
1

. What constitutes property taxes for purposes of
. property tax deductron/credrt’ _

Property taxesvare' pa ymen‘ts 0 mun1c1pa11t1es for whi

- the value of a piece of property and the improvements

taxes are the-amount of taxes actually billed and paid

- Jersey for the tax year. For tenants, rent constltutmg o

and paid on their principal residence in New Jersey di
rented property is subJect t‘o local property taxes -

‘ .

I

. Tam 68 years old and my only i income is Social |

eltgtble for, the property tax deductlon or the Pre

Since Social Securlt)’( 1ncome isnot subJect to tax yo
gross income tax return Because you were at least 65

‘property tax credit prov1ded that you met the other eli

determmmg eltgtbtlzty for the : ; B

ch an assessment was made based on
s on it. For homeowners, property
for their pr1nc1pal residence in New
>roperty taxes is 18% of the rent due
mng the tax year, provided that the -

S‘ecurtty Whlch benef it amI SR
7perty tax credit? B

iyears of age, you are entitled to the -
g1b111ty requlrements (see Question 8

above). You will automatlcally receive the property tax credit by filing your Homestead

- Property Tax Rebate‘Apphcatlon (Form HR-1040) T

with your homestead property tax rebate

‘i | .

Iam 60 years old and my spouse is blind. Our combmed taxable income is less

than $7,500 and we file a joint homestaed proper

| entttled to the proﬂerty tax credtt9

Yes. As long as one spodse filing a Jomt apphcatl

- or disabled, you are eligible for the property tax ¢

rty tax rebate apphcatton Are we

redlt even if your income is under

197

u are not requlred to file a New Jersey - »-

he credit will automatlcally be pa1d o

on or return is 65 or older or bhnd o



13. Q. Dueto illness I was only able to work part-time during the year. As a result, my
gross income was $5,750 and I 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 | more . than $7,500, and you were not age 65 or older,
blind or disabled you are not entltled to a property tax credit.

14. Q. Is a nonresident, filing Form NJ-I 040NR, eltgtble for the property tax deductton

or credit? 1
A. No.
Homeowners

15. Q. Iown and live in a home in Nerv Jersey but I don’t pay any property taxes
' because I am a totally disabled veteran Am 1 eligible for a property tax
deductton/credtﬁ | ‘
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 deduction/credit if I am delmquent in paying
my property taxes: 2. 1 :
A. Ifyou paid any part of the property. taxes that were due during the tax year, you are eligible

- if you met the other eligibility requlrements See Questlon 33.
[ .

17. Q. I own avacation home at the New Jersey shore Am I eligible for a property tax
deductron/credtﬁ !

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

18. Q. Iown a building which has six resrdenttal units and the building is subject to

local property taxes. I live in one of the units and I rent out the other five. Am I
eltgtble for a property tax deductton/credrt’ :

' - A. No. Even though you own the bu11d1ng and pay local property taxes you are not ehglble for

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

I |
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Property Tax Rebate Apphcatlon (F orm HR-1040)

J

19. Q. Iown and occupy mv home but under our dtvorce decree my ex-spouse (who no
longer lives with me) is requtred to and pays the prope_rty taxes. Am 1 eligible for a
property tax de’ductwn/credtt” ‘ '

I
| | .
A. Yes. As long as property taxes have been paid, you are ehglble for the property tax
deduction/credit as the owner/occupant if you met the cther eligibility requrrements
- ; o
20. Q. The bank which holds the,mortgage on ourfhome makes our property tax
 payments from our escrow account. Are weieligtb le for the property tax
deduction/credit? , ‘ |
A. Yes. Since the property taxe?s have been paid you are eligible for the property tax
deduction/credit if you met the other eligibility rQequirelhents.
| : é
21. Q. Am I eltgtble for a property tax deductlon/credtt th am etther a “ltfe tenant “ora
tenant under a lease for 99 years or more’ =L :
_A. Yes As long as the other e11g1b111ty requrrements are met you are ehglble for the property -
tax deduction/credit. You are considered a homeowner not a tenant.
1 :‘ i J
o
Tenants I
S22, Q. lliveina roommg house and share the kttchen and two bathrooms with the other
renters in the house. Am II eligible for the property tax deduction/credit?
’ 4
A. 'No Even if you satlsfy the hther eligibility requlrements you are not eligible for the
property tax deductlon/credlt because your rented dwel llng unit did not have its own
separate kitchen and bath facilities. : | ‘
. . | ,
23. Q. Aml eligible for the property tax deductlon/credtt if the apartment building that I
' ltve in is not sub]ect to local property taxes9
l !
A. No. To be eligible for|the p roperty tax deductlon/creditiproperty taxes must have been paid
on the dwelling. Payments made in lieu of taxes are not considered property taxes. '
24. Q I am 67 years old and rent an apartment,vv but I do not have to file a New Jersey
' income tax return b;ecau‘se my income is too low. Am I eligible for a property tax -
deduction/credit? | ' ' - - : '
A. Yes.If you satisfy the othel e11g1b111ty requlrements you are eligible for the refundable
property tax credit. You wrll automatically receive the credit by ﬁlmg a Homestead
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25. Q. Igraduated from college in Ma:y and moved from my parents’ home in Passaic
into an apartment in Hoboken. My taxable income for the year was over $7,500.

Am1 eltglble Jor the property ta}x deductton/credtt’
[
: Af Yes. Since you were a tenant for part of the year and your income was over $7,500, you are

eligible for the property tax deduction/credit as long as the apartment has its own kltchen '
and bath and is in a building Wthh is subj ect to local property taxes.

26. Q. Aml eligible for the property tax deductton/credtt even if my rent is paid by
another person: 2 ‘

A. Yes. Since the rent has been pa1d you are ehglble for the property tax deductlon/credlt 1f

you met the other ellglblhty requlrements
: \

27. Q. Aml still ellgtble for a property tax deductwn/credtt tf I am delmquent in paying
my rent? ‘

A. Ifyou pa1d any part of the rent payments that v were due during the tax year, you are ehglble
if you met the other eligibility requlrements
‘ !
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DETERMINING‘-THE DEDUCTION

Most taxpayers will determine the

Schedule 1 which is part of Form NJ—104O You will enter on Line

Schedule A), the actual property ta

Homeowners

2. Q.

29.

30.

31.

Ded/Cr FAQ-8

A

' permltted for any amount in excess of the maximum de

I own two houses in New Jersey. One is my princip

“determine the amount olf your property tax deductlon

amount of their property tax deductlon by completlng the new

1, Schedule 1 (or Box A, Line 5,

Xes (or 18% of rent) that v were due and pa1d durmg the tax year.
i .

The property tax bill for my home was 312,000 which I paid in full. What would

be the amount of my property tax deductton 9

The maximum deductlclm allowed for 1996 is $2, 500 (SC

% of the first $5,000 of property

taxes due and paid durmg the year). In 1997, the max1mum deduction allowed is $5,625; in

1998 and after the maximum! deductlon allowed i 1s $10,0

i

i ‘\'
.“‘ s

vacation home. Can I‘ use the property taxes I paid
determine my property tax deduction?
No. You may only use t the property taxes due and pa1d on

1 .
The amounts I paid for local servrces, such as water

separately stated on my property tax bill. May I use
my property tax deductton P

No. If these fees (or local taxes) are separately stated on
property taxes. l ‘

O o M

?O No deduction or credit is
ductlon allowed.

al residence and one is a
jon the vacation home to

| your principal residence to

r, sewer, or trash removal, are
these amounts to determine

tl‘he ta_x bill they are not considered .

When I enter the amount of my property taxes on Lme 1, Schedule 1, should 1
reduce the property taxes I pald by the amount of th~e homestead property tax

rebate I received durmg the year?
\

No. The amount of the homestead property tax rebate you received should not be taken

into con81deratlon whenldetermmlng the amount of the p

|
\
|
|
P
|
|
(
|
\

roperty tax deduction.
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32. Q. My property tax bill is reduced by a $50 Veteran’s Dedactton and a $250 Semor o
Citizen’s Deduction. What amount do I use to determme my property tax -
' deduction on Schedule 17 o

A. .'You can only report the actual property taxes due and paid on Line 1, Schedule 1.
' Therefore the amount you report on Line 1, Schedule 1, is the amount of your property

taxes after subtractmg your Veteran S and Senior Citizen’s Deductions.

33. 0 I was only able to pay part of my 1996 property taxes:"in‘ 1996 but I paid the
' ' balance in January of 1997. May I use all of my property taxes patd when
determzmng my 1996 property tax deductton 2 3 :

A You: may only use the property taxes that were due and pazd durlng the tax year. Since the
.- amount you paid in January 1997 was due in 1996 you may not use this amount when
determining your 1996 property tax deduction. Also, the property taxes that were due in
1996 but paid in January 1997 may not be used when determlnlng your 1997 property tax
- deduction. ; :

P
S

34, Q My property tax bill was $4 000 I patd $1 500 myself and my daughter (who does
: not live with me) paid the balance of the tax due during the tax year. May I use
the full amount paid (even though I did not pay tt all myselj) when determmmg

\

" my property tax. deductlon 2 - .

A. Yes You can use the full amount of property taxes due and pa1d on Line l Schedule 1,
even if you did not pay it all yourself SERPI : '

Tenants .’ |

35. 0 1 patd a total of $8, 400 in rent. What would be the amount of ny property tax |
deduction? S : R

A Frrst you must determme the portlon of your rent that represents property taxes (rent
constituting property taxes) to enter on Line 1, Schedule 1. You do this by multiplying the
rent paid by 18% ($8,400x 0.18 = $1 512). For 1996, your property tax deduction will be
$756 (50% of the first $5,000 of rent constltutrng property taxes due and paid during the
year up to a maximum of $2,500). , = -

‘In 1997, your property tax deductron will be $1 134 (75% of the first $7 500 of rent
constltutmg property taxes due and pa1d durlng the year up to a maximum of $5,625).

In 1998 and after, the property tax gleductron w1ll be $1,5 12 (100% of the first $10,000 of
rent constituting property taxes due and paid during the year up to a maximum of $10,000).

No deduction or credit is permrtted‘ for any amount in excess of the maximum deduction
allowed. |

Ded/Cr FAQ-9 . 1/97



36. 0.

37.

38.

39.

40,

. No. You may only use the rent

o T
B
|

When calculating 18% of rent paid for Line 1, Schedale 1, should I reduce the
total rent paid by the amount of the homestead prope rty.tax rebate I received
during the year? ‘ -

i

No. The amount of the homestead property tax rebate you ;recelved should not be taken
into con51derat10n when determmmg the amount of the property tax deduction. -

I did not pay my December 1 996 rent nnttl January of 1997. May I tnclude that
payment when calculat‘mg 18% of rent paid for my 1 996 property tax deduction?
‘that was due and pazd durlng the tax year to determme your

rent constituting propertyltaxes‘ Since the rent you pa1d in]J anuary 1997 was due:in 1996

*you may not use this amount when determining your 1996 .property tax deduction; Also
- the rent that was due i in 1996 but paid in January 1997 may not be used when determmmg
your 1997 property tax de ductlon : : TR :

I lived in two different apartment buddtngs dunng th1e year My new landlord tells
me that the apartment hutldmg I live in now is not sabject to local property taxes.

I paida total of $3,000 rent for the entire year. Can I use the total amountto
- determine my property tax dedactzon” o '; ; B

.. No. Because the apartment bu11d1ng in whrch you now hve is not subJect to local property

~ taxes, none of the rent you pa1d while residing there represents property taxes and cannot
" be used in determining your property tax deduction. If the apartment building that you
- lived in for the first part of the | year was subject to local prpperty taxes, you may use 18% -
of the rent pa1d wh11e resrdlng there to determine your property tax deduction. -

|
|
i
\

.1 could not aﬁ’ord to ptjly my rent for the last three months of the year so my son
' paid it for me. May I ise the amount 0f rent he patd for me when determmtng my
Prop.erty tax dedaction,h' . | ”

- Yes You may use the full amount of rent due and pald to calcul'ate 18% of rent paid on
‘Line 1, Schedule 1, even 1f you did not pay 1t all yourselt Lo ’ -

I

1 patd a secarlty deposrt eqaal to two months rent before I could move into my

new apartment. Can I tnclude this deposit in rent pazd when I calculate 18% of

rent for determmmg my property tax deductton 2
I

No. A securlty deposrt is! not cons1dered rent. !

i
i
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)

A
42. 0.
A

I recetved a “tenant pass through rebate ” from my landlord. Should I subtract
this rebate from the amount of rent I patd during the year when I calculate 18%

of rent Jor determining my property tax deductton 2

- No. The amount of the pass-through rebate should not be taken 1nto consrderatlon when
' determmlng the property tax deductron ' - '

1 paid my last two months rent lnto an escrow account because my landlord has

‘not repalred the furnace which heats our apartment building. May I use the

amount of rent in escrow to calculate 18 % of rent when determmmg my property
tax deductton9 - SRR : ,

Yes.

CHANGED YOUR RESIDENCE DURING THE YEAR

If you 11ved in more than one quallﬁed re31dence durmg the year, you must complete Schedule HR—A :
before completing Line 1, Schedule 1.

Full-year Residents

43. 0.

44. 0.

1 owned and lived in a home in New Jersey for the f rst seven months of the year
On August 1, I sold that home and moved into my new home (also in New Jersey).
The property taxes due and pald while I lived in the first home were $3,000. The

' property taxes due and paid whtle Llived in the new home were $2,600. What

amount do I use to determtne my property tax deductzon/credtt’ '

: The combmed property taxes due and pa1d on your two. homes were $5, 600 ThlS is the

amount that you will use on Llne 1, Schedule 1 to determme your property tax

- deduction/credit. L

I lived in New Jersey for the enttre year. F or the f irst seven months, I leased an
apartment in a building (which was sub]ect to property taxes) in New Brunswick

~ and my total rent was $4,900. 1 bought a townhouse and moved in on August 1.

The property taxes for August through December were $1,500. I satisfied all the
eligibility requirements. What amount do I use to determine my property tax
deductton/credtﬁ

The combined property taxes due and pald durlng the year were $2,382 ($4,900 rent x 0.18
plus $1,500). This is the amount that you will use on Llne 1, Schedule 1 to determine your
property tax deductlon/credlt '

'Ded/Cr FAQ-11 S - o | 17
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45 Q John and 1 were marrled on Aprll 3 last year. Both 0 f us were New Jersey
residents for the entire| year.  Prior to the weddmg, we each maintained separate
residences. After the weddmg we sold John’s home and lived in my home. We are
filing a joint return and our income was more than $7 500. Can we combine all
the property taxes we patd both before and after our marriage when determmmg ,}

_our property tax dedac‘tton/credlt9 | S o -
. : ‘ o ! |
- A. No. When determmmg the amount to enter on Line 1, Schedule 1, you may use either the
property taxes due and pa1d on! your home for the entlre ye: ar or the property taxes due and

‘paid on John’s home from January 1 through April 2 plus t the property taxes due and paid

-on your home from Aprlli 3 through the end of the year. You cannot use the property taxes

pa1d for both homes for the per1od from J anuary 1 through{Aprll 2. : -

T

Part-year Res:dents o

‘ i
I |

46 0. I am 68 years old. I moved to New Jersey in June of Iast year and rented an
» * apartment (which in a |bmla|7mg that was subject to local property taxes). My

~ income for the year was only $5,000. Am I entitled to a property tax

. deductzon/credzﬁ How dol determme the amoant of the benefit?

o

- A. Yes. Because you were atlre51dent for part of the year and over 65 you are entltled toa

property tax deductlon/cnledlt prov1ded you met the other ¢ 11g1b111ty requirements. Since -

your income was less than $7,500, 'you have no gross income tax liability and won’t
- benefit from the property tax deductron However, you are wehglble for the property tax
~credit, but as a part-year resident you w1ll receive a partlallcredlt based upon the number of

'months you lived in New Jersey. ) ) ‘ o

47. | 0. '_ 1 bought a home in New Jersey and moved in on Jufze 1 last year. My income for

~the year was $50, 000. I pald property taxes of 51, 70? for the period of June 1 to
~ December 31 What amount do I use to determme my property tax
_deductzon/credzt’ | 7 B '

i

" A, EBven though ’you were a Ji)art-year re51dent you may ente1 |on Line 1, Schedule 1, the full

- amount of property taxes paid while living in New Jersey ($1 ,700). However when youdo )

‘the calculation to determllne whether the deduction or credlt is better for you, you will only -
be entitled to a partial credit based on the number of mont hs you lived in New Jersey. In -
other words, the comparlson arnount which appears in the ,questron below Line 7, Schedule

1 ($25in 1996, $37.50 i 1n 1997 and $50 in 1998 and thereafter) must be multlplled by the
- number of months you were a res1dent and then d1v1ded by 12.
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48 Q I moved out of my New Jersey home on July 1 and rented an apartment in
: Pennsylvama 1 do not plan 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 I was a reszdent was $46,000. Am I entitled toa property
tax deductton/credrt” S l :
A.  Yes. Because you were a res1dent for part of the year you are entltled to a property tax
“deduction/credit for the property taxes 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 J ersey. However, when you do the calculation to determine whether the
deduction or credit is better for you you must remember that you will only be entitledtoa -
- partial credit based on the number of months you lived in New Jersey. In other words, the
compatison amount which appears in the question below Line 7, Schedule 1 ($25 in 1996,
$37.50 in 1997 and $50 in 1998 and thereafter) must be multiplied by the number of
months you were a re31dent and then d1v1ded by 12. '

"MARRIED COUPLES FILING SEPARATE RETURNS

If your ﬁllng status is' married, ﬁllng separate return and you maintain. the same pr1n01pal residence as
your spouse, you are entitled to one-half the property tax deduction or credit you would have been entitled
to if filing jointly. If you and your spouse maintain separate residences and file separately, general rules
for claiming the property tax deductlon/credrt apply

49 0. My w1fe Mary and I ltve together in an apartment in Edtson We f ile our Federal
and State income tax returns separately Our rent last year was $7,500. Both of
our incomes were more than $3 750. What amount do we each use to determine
the property tax deductron/credzt’ '

A.  Since your filing status is marr1ed, ‘ﬁhng separate return, and you maintain the same
principal residence, you will each enter $675 on Line 1, Schedule 1, which is one-half of
your rent constituting property taxes (18% of the rent pa1d) 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 quest1on ‘below Line 7, Schedule 1, is llmlted to $12.50 in
1996 $18 75 in 1997 and $25 in 1998 and thereafter : :

l .

50. Q. My husband owns and ltves in a home in Princeton, while I Itve in an apartment
: in Montclair. We f ile separate mcome tax retnrns Am I entttled to only one-half
' of the property tax deductton/credtt’ s :

A No. Because you and your spouse malntamed separate res1dences and are ﬁllng separate
returns, the one-half rule does not apply '
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5I Q My husband. and I live together, but f Ie separate mcome tax returns. Neither one

“of us is over 65. My husband ’s taxable income was $3 200 last year, and my

" income was $23,000.

i We own our home and 'paid 32,600 in property taxes during

" the year. Are we both entttled to the property tax deductton/credtt’

No. Since your husbanc
or disabled, he is not.en
“half of the property tax
~joint return. You will er
determine whether the ¢
“half of the property tax
appears in the question

1997 and $25 in 1998 and the

1’s 1neome was less than $3,750 and he was not 65 or older or blind
trtled‘to a property 1 tax credit. You however, are entitled to one-
deductlon or credit you would have been entitled to had you filed a

nter $1 300 on Line 1, Schedule 1. When you do the calculation to
leduction or credit is better for yI)u you are only entitled to one-
credlt allowed. In other words, t e comparison amount which .
below Line 7, Schedule 1, is hmlted to $12 50 in 1996, $18.75 in

reafter.

MULTIPLE OWNERS, MULTIPLE TENANTS‘
MULTIPLE DWELLING UNITS

' If you owned your re51dence w1th sIomeone else other than your spo

else other than your spouse in-a qu‘

allﬁed residential rental property,

use, or you lived with someone
and shared the rent with them, or

you.owned and lived in a building with more than one dwelhng unit(see Question 8 for discussion of

multiple unit buildings), you must
- When you do the calculation to de

52. Q My two brothers and
taxes paid during the
: ,amount do I use to de

_ When a residence is ow
each owner is allowed a
principal place of reside
due and paid during the

- ‘'own one-third of the prc

- paid during the year, or

complete Schedule HR-A before
Ierrnlne whether the ‘deduction or
. use the full property tax credit alloyved I‘f you determine that you w
' the property tax credit, enter the full amount on Line 43 (Property T

I live i

| completing Line 1, Schedule 1.

credit is better for you, you may
111 receive a greater benefit from
axCredit), Form NJ-1040.

in a home that we own together The total property

year were $6,300. My mcome’ ‘was over $7,500. What

termine my propertv tax deductwn/credzﬁ

ned b y more than one 1nd1v1dual (other than husband and wife),

deductlon/credlt provided that the home is maintained as their

nce. Each owner may only use the portion of the property taxes

year that equals their share of ownershlp of the property. Since you

)pertyI, you may only use one-third of the property taxes due and

\Imll use on Line'1, Schedule 1 to

$2,100. This is the amount you ‘

determine your property tax deductlon/credlt Share of ownership of the property is

considered to be held equally
rship.

documentation of owne

Ded/Cr FAQ-14

by all owners. If the shares are not equal you must prov1de
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53. Q. My brother and I own a home? together in New Jersey. Although my brother pays
all of the property taxes he does 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 l§ive in this home he is not entitled to the property tax
deduction/credit for the property taxes paid on this home. On the other hand, you are
“entitled to the benefits if you met the other eligibility requirements because the property
‘taxes were paid. However, you may only use the portion of the property taxes that equals -
your share of ownership of the property when completing Line 1, Schedule 1.

54. Q. My friend and I rent an apartment 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 income is Social Security so neither one of us has to file a
State income tax return. Are we entitled to the property tax credit?

A. Yes. Even though you and your friend have no taxable income, you are entitled to a
property tax credit because you are either 65, blind or disabled and pay rent, part of which
constitutes property taxes. Each of you will automatically receive the full credit with your

“homestead property tax rebate prov1ded of course, that you each file Form HR-1040 and
. Schedule HR-A on time. |

55. Q. Does the answer to Question 54 éhahge if my taxdb_le income was $35,000?

A, Yes. Because you have taxable income you have to complete Schedule 1 to determine
whether you will get a greater benefit 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 roommate will automatically receive the full
property tax credit with her homestead property tax rebate provided she files Form
HR-1040 and Schedule HR-A on time. :
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57,

58.
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" since his 1 income was less than $7 500 and he was not ove

l l 1 ;
! ‘ : :
i | o i
I ‘ S

. | Lo

| .

I

I pay 60% of the rent | for the apartment that I share wuh my friend. My taxable
income is over $7,5 00‘ My frlend who is 26 years old, pays 40% of the rent and is

not required to file a New Jersey income tax returnl

The apartment building is

subject to local propemjy taxes. What amount do I ulse to determine my property

tax deductwn/credtﬁ

first you must complete Schedule HR-A since you shared!

your spouse. Enter 18% |of theI amount of Total Rent Paid

. Because you have taxable income you have to complete .>chedu1e 1 to determine whether
‘you will get a greater beneﬁt from the property tax deduction or the property tax credit, but -

'the rent with someone other than
by You (Line 12 of Schedule .

HR-A) on Line 1, Schedule 1. Your roommate is not entltled to the property tax credlt

. .
| |
|

r 65 or blind or disabled.

ITowna building that has Jour residential units. I live in one unit. The p‘roperty‘ |

‘taxes on the building are $¢|9 000. What amount do I

tax deduction/credit? ! v 1 L

use to determine my property

. As the owner of a quahﬁled bu11d1ng with more than one umt you are allowed a property
tax deductlon/credlt for the unit that is your principal place of residence. However, you

may only use the portlon  of the property taxes due and paxld during the year on the portion

of the property in which you re51de Since you live in one
use one-fourth of the property taxes due and paid, or $2,0
use on L1ne 1, Schedule 1 to determine your property tax

Iowna duplex in New Jersey and ltve in one—half 0

of the four units, you may only '

QO This is the amount you w111

deductlon/credlt

f it. My taxable income was

over $7,500. I know that when I complete Line 1, Schedule 1, I can only use the

property taxes that were due and paid on the portwn of the property I lived in last
~ year. If I find that recelve u greater benefit from t

|e property tax credit than

from the property tax deductton, do I get the full credtt’

- Schedule 1, if you choose to cla1m the property tax cred1t
amount. l, :
_ |

| -,
_l
l
|
i
l

l

A Yes Even though you must apport1on the property taxes pa1d when completlng Line 1,

you are entitled to the full
l
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MILITARY

59 Q. Iam serving in the U.S. Army in. Germany and New Jersey is my home of record.
1 own:a home in New Jersey. and pay local property taxes on it. I am required to
- file a New Jersey resident i mcome tax return. Am I entttled to the property tax
deductton/credlﬁ el :

A. Your e11g1b111ty for the property tax deductlon/credlt 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, youare 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, ‘yOur 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
deductlon/credlt ‘ ‘

60. Q. Does the answer to Questton‘ 59 change tf Iam marrted and my. spouse lives in
our home in New Jersey? ,

f
i

A. Ifthe home is occupred by your 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
income tax return. If you and your spouse file separate New Jersey resident returns, each of
you are eligible for one-half of the property tax deductlon/credlt that you would have been

- entitled to 1f you had ﬁled a Jomt return. : :

61. Q. My wife and I are domiciled in Texas. I am in the Air Force and stationed in New
Jersey. My wife is living here with me during my tour of duty. We rent an
apartment off the military base Are we entitled to a property tax deduction/credit?

A. No. Nelther of you are e11g1ble for a property tax deductlon/credrt because you are not
domiciled in New Jersey. (See Questlon 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 the other eligibility requirements. '

62. Q. My home of record is Nebraska, but I am stationed at McGuire Air Force Base in
- New Jersey. During my service here I met and married my wife who is a New
Jersey resident. We own a home 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/credit, bat is my wife eligible?

A Yes If she met the other e11g1b111ty requlrements your wife is entitled to the property tax
deduction/credit as long as she remains a New Jersey res1dent and is domiciled here. See
Married Couples Filing Separate Returns above.
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 tenant usmg 18% of the rent pa1d 1f| all of the other e11g1b111ty requrre

i
|

MOBILE HOMES

i
L

Moblle homes are manufactured homes whlch are transportable ino

'
LRl
|

|
|
|
|

ne or more sections that are

*constructed off-site; erected on a permanent chassis, and designed to be used as dwellings. They can

be located either inside or outside of mobile home parks. A mobile }
which is subject to Iocal property taxes, containing at least ten sites
installation of mobile homes. A mdblle home park is under commor
cooperatlvely owned, and is operated for the sole - purpose of 1eas1ng

Mobile homes wh1ch are located 1ns1de amobile home park are not

- Instead, such homes are subject to a munlcrpal service fee Wthh COY
~ as sewer and water. Because they do not pay property taxes on their
* inside mobile home parks cannot be treated as homeowners when cl
deduction/credit. However since the land that the mobile home is lo

" taxes, and the owner is leasmg that land, the owner can claim the prc

_ Owners of mobile homes that are not located in a mobile home park
deduction/credit as homeowners, and renters of such homes are eligit

affixed to the land, habitable as permanent dwelling units and assess

- allof the other eligibility requlrements are met.

63 Q I live in a moblle home located in a New Jersey mol
rent for the land that i my home is located on is $120
monthly service fee to. the townshtp of $80. What an

the property tax deductmn/lcredlﬁ

Since the mobile home i is located on land that is subject te

tome park is a parcel of land
whlch are equipped for the ,
1 ownership and control, but is not

51tes to owners of mobile homes.

subject to local property taxes. .
/ers the cost of local services such
homes, owners of mobile homes -
alming'the property tax _
cated on is subject to property
)perty tax deduction/credit as a
ments are met

are ehgrble for the property tax
ble as tenants, if the homesare =~
ed as real property provided that

btle home park. My monthly
‘($1 440 annually) and I pay a
noum‘ do I use to determine

!

)‘ property taxes, and you are

leasing that land, you can c1a1m the property tax deductlon/credlt as a tenant if all of the

other eligibility requirements are met. Enter 18% of the r¢

Line 1, Schedule 1. The fee for mun101pal services may no
 the mobile home as well as the land, you cannot use the r

when determining your property tax deduction/credit. -
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=nt paid for the land ($259.20) on
t be included. If you are renting
ent paid for the mobile home
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64. | [0 Is the property tax credtt sub]ect to the Set-off of Indtvtdual Ltabtlzty (SOIL)
program 2

A.  Yes. If you owe a debt to a State agency, the IRS, 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. Iown an apartment in a co-op bulldmg Am 1 entttled to the property tax
deduction/credit? - o

~A. Yes. If you met the other eligibility requirements, you are entitled to a property tax
- deduction/credit as a homeowner. You must obtain from your cooperative’s management
the amount of property taxes due and paid that were attributable to the residential unit you
occupied. This is the amount that you will use on Line 1, Schedule 1. -

66. Q. My father Itves ina contmumg care rettrement commumty Is he entitled to the
property tax deductlon/credtt’

A. If your father met the other eligibil}ity requirements, he is entitled to a property tax
deduction/credit as a homeowner. When calculating the deduction/credit, residents of
continuing care retirement facilities will enter on Line 1, Schedule 1, only the charges for
their share of property taxes, which are specified in their continuing care contract.

67. Q. Iwas delinqueht in paying my property taxes for 1 996, 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. Q. Iappealed my 1996 property tax assessment to the Camden County Board of
Taxation. In 1997 I Was notif ed that the assessment was reduced and I received a
partial refund of 1 996 property taxes in 1 997 Do I have to file an amended New
Jersey return? | | ! :

~ A. Ifyou claimed the property tax deduction on your. 1996 I'\Tew Jersey income tax return, you
must complete an amended income tax return (Form NJ -‘104OX) and Schedule 1 using the
- revised 1996 property taxes. If the Balance of Tax (Line 39, Form NJ-1040X) in the
Amended column is more than the amount in the As Orlglnally Reported column, an
amended return must be\ filed for 1996. If you claimed the property tax credit, an amended
return is not necessary. | o

069. Q. Before the sale of my new home was fi naltzed I moved into the home under an
~ executory contract of sale Am I entitled to the property tax deduction/credit from
the date I moved into ‘the home or the date of closing?
| g | ,

A. Providing that you satisfied all of the other eligibility requl_rements you became ehglble
for the property tax deductlon(credlt from the day that yo‘u moved into the home under the
terms of the contract and it became your principal residence. Use the amount of the -
property taxes due and pa1d on the home from that date when completing Line 1,

Schedule 1.
|
- 70. Q. Isthe property tax credit taxable income Jor New Jersey income tax purposes?
A. No The property tax credrt is not taxable income and shc‘;uld not be included on Form

NJ-1040. | i ‘

71. Q. My mother, who owned and lived in a home in New‘ ‘Jersey, died on May 3. The
property taxes, which were $4 500, were paid for the entire year. The taxes due
after her death were pald by the estate and the property is still in her name. Is she
 entitled to the property tax deductton/credtt ‘and if s‘o, what amount is used on
Line 1, Schedule 1? o i
_ | : !
~ A. Yes. Since property taxes were due and paid on your mother’s home, your mother is
entitled to the property tax deduction/credit on her final Fprm NJ-1040 if she met the other
“eligibility requirements. | Slnce title is still in your mother(s name, the full amount of
property taxes paid for the year may be used when completmg Line 1, Schedule 1.
‘However, if title to the property had been transferred durmg the year she died, the amount
on Line 1, Schedule 1 would be the property taxes due and paid up until the date of

transfer. ‘ }

'Ded/Cr FAQ-20 3 | 1/97


















