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Chapter 35, New Jersey Gross Income Tax, was adopted prlor to
September 1, 1969. :

Subchapter 2, Setoff of Individual L1ab111ty, was adopted as R 1982

d.161, effective May 17, 1982. See: 13 N.J.R.940(a), 14 N.J.R. 474(b)..
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' ',SUBCHAPTER 1. GROSS INCOME- ©
'CATEGORIES AND CALCULATION

. 18 35—1 1 Net profits from busmess B -

“(a) Each taxpayer is subject to gross: income tax on the .
- net profits from business” within the meamng of ~ .
 N.J.S.A. 54A:5-1b; which shall be: determmed as provrded in

Iq <

| ’taxpayer S ¢

 this subchapter

_proprietorship, which shall include self-employed 1nd1v1duals

and independent contractors, is a. form of business in which

' ohe taxpayer owns all the assets of a busmess and which is

not a partnershrp or corporation. A s1ngle member hmrted_* :
- ~liability company whose member is an individual, estate, or
" trust shall be treated as a sole proprletorshrp, unless classi- .
Sole proprretors'} .
shall report thelr 1ncome or loss as net profrts from busmess

- fied' otherw1se for Federal tax purposes.

C (c) A taxpayer s net profrts from busmess shall be deter-,v
mined by taking' into" account ‘all income “of the taxpayer
- derived from the conduct of a busrness professron or: any

o act1v1ty quahfles for and reports as a trade or busrness for-~
v 'All income “attributable to -
- - the taxpayers conduct of a trade ‘or business; reduced by -
~-costs and expenses as’ provrded in (d) below, shall be taken .
- into account in determmmg the taxpayer’s net profits from -
business. . All other income of the taxpayer subject to gross-' »
. income tax that is not attrrbutable to the conduct of a trade S
_or business 'shall be included.in one or more of the other
- categories -of gross income specified in N.J. SA. 54A:5-1 -
according to its character and shall not be includable in the - - s
categorygof income “net profrts from business.” The deter—":‘;‘-‘:‘ bus1ness must be reported as described in N.J.S.A. O
. mination-of whether income is derived from the conduct of
. ‘a trade, business or profession shall be based upon an
" examination of facts and crrcumstances of the taxpayers ‘

"Federal income tax purposes

 activities:

v employed taxpayers net proflts from business.

| _' "‘N J.S.A. 54A 5-1a (salaries, wages ‘etc.).

C2 Interest and dividend i 1ncome derlved by a taxpayer‘_ ,
‘in the conduct of a trade or business shall be taken into'-
~ account in- determining a taxpayers net profits. from
‘ The taxpayer shall annex to the taxpayer’s
‘f.',return a statement demonstratrng that .the interest or-v”'
‘dividends were realized in the conduct of the trade or
Interest and d1v1dends from investment activi-
ties or other mcome-producrng activities. which- do. not.
constitute the conduct ‘of-a-trade or busiriess shall be
' separately stated on the taxpayer’s return and taxed either =~
as interest. described in N.J. SA S4A: 5—1e or drvrdends, -

business. '

busmess

e _descrlbed in NJS.A. 54A 5-1f.

 Supp 4703 12-_ﬁ‘ BRI o2

1. Income derrved as remuneratron for services ren-
~ dered in the sole ‘proprietorship’s. conduct of a trade or
- business shall be taken into account in determlmng aself-
Income’] s
~derived by a’ taxpayer in the taxpayers capacrty as an
employee, as defined in NJ A.C. 18:35-7.1, shall not be
- taken into account: in’ determmlng the taxpayer’s net -
. profits from busrness but rather - shall be taxed under.’. S

DEPT OF TREASURY—TAXATION' o

3 Rental income derrved by a taxpayer in the conduct o o

' _,of al trade or busrness shall ‘be taken 1nto account 1n;
: ,determmmg a taxpayer’s net profits from business. Rent- -
-~ al income of a taxpayer which is not" recerved in the
conduct ofa trade or. buisiness shall be taken into account
1n determrnmg the ta.xpayers net gains or -net rncome‘ )

from rents, royalties, patents and copyrrghts descrrbed in. . . L

'-:.‘_NJSA 54A:5-1d.

(b) For purposes “of the Gross Income Tax Act a sole

4. Royalty, patent or copyrrght income derrved by a .

"taxpayer in ‘the conduct of -a. trade. or: business that
. licenses 1ntang1ble property shall-be taken mto accountin
,‘determrnlng the taxpayer’s net profrts from business. . In- -
~ '}"come derived from royaltres, paterits. or- copyrrghts of a
~‘-,taxpayer which ‘is not- derived from a- trade or busrness; L
. shall be taken' 1nto account in- deterrmmng the taxpayer’s - =
-net galns ‘or net income ‘from .or in the form of rents, ~ . .
vroyaltres, patents and copyrlghts descnbed in NJ. SAf, '
,54A5—1d BN -

5. Ga1ns from the sale, exchange or other drsposrtron; T
_ ‘of trade or business property shall be taken into account .
.in. deterrmmng a taxpayer’s. net profrts from business. -
The taxpayer shall annex to the taxpayer’s return a state-
- ment which. demonstrates that gains. and losses from'the -
- sale, ‘exchange, “or- other . disposition. of property were
realized in the conduct of a trade or business.. The sale
v 'exchange or. other dlsposrtron of property- whrch is not" .
' drrectly related to or- employed in the conduct of atrade 7
or busrness must be ‘reported as- described in NJ SA. -
L 54A:5- 1c, net. gains or ‘income “from - the drspos1tron of -~
' property Gain or loss from the sale or’ quuldatron ofa -

54A5 1c, net garns or 1ncome from the drsposrtron of . -

- property

6. A taxpayers drstrrbutlve share of income or loss"'f o

Income or: loss from a partnershrp shall be taken'_»
1nto account. determrmng the taxpayer’s : drstrrbutrve'f',_',_
- ' share of partnershlp rncome descrlbed in - N JSA.
- ',»54A 5-1k. " For rules governing the taxation of income - ¢
: derrved by a taxpayer from a partnershrp, see N J. A c.

1835 1.3.

. Income from an estate or. trust shall be taken_'b e
L 1nto account in deterrmnrng the taxpayer’s: net gains or
. -‘1ncome from estates or trusts descnbed in NJ SA'"'»“"
o ’54A 5—1h : : e :

'é
.

Income or loss from an S corporatlon shall be
o taken into: account in determmrng ‘the- taxpayers pro-
o ‘rata share of .S corporatlon 1ncome descrlbed 1n,'
*f‘NJSA 54A5—1p : ’ SR

HE " Next Pageis 3521

: _from a partnershrp, S corporatlon or estate or trust shall .=

" not be taken into account in determrmng a taxpayer snet

' ."profrts from business, regardless of the character of the

~income or the nature of the activities of the partnershrp, S ,
',corporatron or estate or trust. . Reportmg of such 1ncome' v
or loss shall be as follows : : ‘ :
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7. A taxpayer’s net profits from business shall be
determined in accordance with the method of accounting
utilized for Federal income tax purposes. A taxpayer’s
net profits from business shall be determined by including
any income -which is subject to tax under the Gross
Income Tax Act but which is' exempt from Federal income

Next Page is 35-3

3521

taxation (for example, interest on non-New Jersey munici-
pal obligations) and by excluding any income which is
exempt from tax under.the Gross-Income Tax Act but

. which is subject to Federal income taxation (for example,
~interest or gains attributable to obligations described in

NJS.A. 54A:6-14).

Supp. 4-7-03



= '»'an enforceable contractual obhgatron under the plan (see
- (e) below) and . B

“to tax as wages and salaries.

NEW. JERSEY GROSS INCOME TAX

“(b): Amounts recerved by an employee on account of

personal injury or srckness quahfy for exclusmn from taxable

" gross. income. when. recerved ‘under the provrsrons -of ‘an

. employee accident or ‘health - 1nsurance plan whrch satrsﬁes ;
-, the followmg requrrements ‘ ~ : e

1. The payments must be compensatlon for wage | loss :
“which results. from absence due to 1n]ury or s1ckness of L

A the employee and

2. The' payments must have ‘a requlsrte certamty under

‘ 3. The payments must not relate to srck leave wage
"'contlnuatlon the- takmg of which is largely drscretronary

" and the payments are made regardless of the _reason for .

- absence from work

. (c) The exclusmn from taxable gross 1ncome ’apphes to

(d) The exclusron from taxable gross income apphes to

. payments requrred to'be made to employees. ‘under the State 5
mandated temporary drsabrhty benefit plan pursuant ‘to'the l
New. Jersey Temporary Disability Law (N.J. S.A. 43; 21—25 et

seq) Payments which are excludable from taxable gross:
income include temporary d1sab111ty benefit- payments re-

quired to be made’ under. the State Plan which is adminis- -
' tered by the Bureau of State Plan Disability Benefits under
- the New Jersey Drsabrhty Law. ~Exclusion from" taxable
 gross income also includes, payments requlred to be made’ to
- employees under a company’s private plan - establrshed pur-

" suant to New Jersey law in Tlieu of the State Plan. descrrbed

in the precedmg sentence and which has been approved by
the Bureau of Prrvate Plan Dlsablhty Benefrts, DlVlSlOIl of

N Unemployment Insurance and D1sab1hty Insurance

(e): Where payment to employees under the health or:

_accident insurance - plan is- largely drscretlonary with " the'.
~ employer, such as during the initial ‘period. (for example :
first seven days) the exclusion from ‘taxable gross income

does not apply.. Such' payments to the employee are: subject

to be excludable from: taxable gross income,’ the payment to

- the employee must have a requrs1te certamty under an :

enforceable contractual obhgatron

~ (f) Effective June 1 1982 w1thholdmg of the gross m—
come tax shall be required on all payments of ‘wages and
“salaries made fo an employee by an employer

The wil

holdlng of the tax is required even though ‘such- payments

- meet-all the condrtrons for exclus1on from taxable gross

‘In order for.a Wage “loss -
‘payment made. under an a001dent or health insurance plan gl

Can o

1ncome as: made through an acc1dent or health insurance .

plan for- personal injuries or sickness: under this ‘section. - -
+ The only: exceptrons for the wrthholdmg of tax shall be for L
¥ the followmg T N P AR L .

Sl Temporary d1sab1hty beneﬁt payments requlred to L

" be made under the State Plan which is’ admmrstered by

2 Temporary d1sab111ty benefrt payments requrred to

-be made to' employees under a companys ‘private plan

- established pursuantto New Jersey law in -lieu of the =
~ State Plan described in (f)1 above and which has been ~
‘ approved by. the Bureau' of Private Plan. Drsabrhty Bene- -+
- fits, Division: of. Unemployment Insurance and Drsabrhtyv R

g .';.Insurance and : S S R

.30 Payments made 10 employees for personal 1n]ur1es. RN
. or sickness under a health or accident i 1nsurance polrcy by SR
 payments to employees under: a health or accrdent insurance - e
_“ plan- regardless of whether insurance coverage is w1th a.
‘commercial insurance company to which premiums are pa1d
by both- employees and employer or solely by the employer; = -
- or whether insurance. coverage is provided by an employer s
_self-insured: plan for Wthh no 1nsurance premrums are. pa1d
by ‘the employees , : : o

: l'a commercral insurance company

B ’(g) All taxpayers w1]l be. requrred tov file w1th therr annual :

*New Jersey Gross Income Tax Return a cla1m form fur- - = -

nished: by - the’ director for ‘the. exclusron of any amounts_"‘
recelved by them- as an employee through  an- accident or.

o °h health i msurance plan‘for personal injuries or sickness which
‘ meet - all ‘the conditions. for exclusron from taxable gross

1ncome under (f)l 2 and 3 above

1 Examples

An employee of Company X is. allowed 12 vaca- .
_ “tion days and 15 s1ck days for- the year 1982... The

‘"_employee uses 12 vacatlon days ‘and 10 sick. days m"{ S
;1982 for ‘which he receives his regular wage: payment, - - . .
N regardless of the cause for his absence. - The amounts "~
- received by the employee in 1982 for. the 12 vacatron" e

days and 10 srck days are. subject to' tax as wage' ‘and .

% -~ salary income to ‘the employee -and-the employer must’,

'~also w1thhold gross mcome tax- on such payments

i,i'.f : Company Y has a self-msured dlsabrhty plan for L

crdent or" 31ckness The plan is' fully funded by the
employer company and the’ employees make no-contri-"

o wages is made t6' disabled. employees absent from work

__ven days.-to the- covered. _employee is dlscretronary
~with .the  company employer under. the _plan.” .
*‘amount received by the ‘absent employee because of h1s ;
drsabrhty is excludable from taxable gross income as . -

_ of, absence ‘but"is “subject . to:. wrthholdmg fax. Any-
: amount received by the employee as payment for the
seven' initial- days is subject to tax as ‘wage and salary
' 1ncome to the employee and is also sub]ect to wrthhold- '

‘ Employee C recerves a payment ‘in 1982 from
o ‘the New Jersey Drsabrhty Benefrt Fund durlng an ab- :

',_sui)p. 42098

-« the. Bureau of ‘State ‘Plan” Drsablllty Benefrts under the-'
) New Jersey Dlsablhty Law Co : ’

its mployees who ° are’ “absent from work: because of .

’.'fbutlon to the. plan. . Payment for:the full amount of o
- on’the erghth calendar day." Payment for the 1mtral

The'”".

‘health or acc1dent ‘insurance after the 1initial seven days”



18:35-2.3

sence from work because of temporary disability result-

- ing from illness. Both the employee and employer
have contributed to the disability benefit fund. The
total amount received by the employee from the New -

~ Jersey Disability Benefit Fund is excludable from tax-

- ‘able gross income as a payment for health or accident
insurance and is not subject to withholding tax.

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

R.1982 d.164, effective June 7, 1982.
See: 14 NJ.R. 271(a), 14 NJ.R. 581(a).
Recodified from N.J.A.C. 18:35-1.15 and amended by R.1998 d.195,
effective April 20, 1998."
See: 30 N.J.R. 612(a), 30 N.J.R. 1428(a)
‘Former N.J.A.C. 18:35-2.3, Procedure for setoff, recodified as
N.J.A.C. 18:35-10.3.

18:35-2.4 One-time election to exclude up to $125,000 of
. gain on sale of principal residence; rollovers

'

(a) The rules concerning one-time election to exclude up
to $125,000 of gain on sale of principal residences and
rollovers are as follows.

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

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

3. Joint return: In the case of jointly owned property

where a joint return is filed, if one spouse meets the age,

. holding, and use requirements for the exclusion, both
spouses are treated as meeting such requirements.

4. Deceased spouse: Taxpayer over 55 years of age
whose spouse is deceased will be treated as satisfying the -
holding and use requirements if the taxpayer was at least

DEPT. OF TREASURY—TAXATION

5. Coupling one-time exemption with residence roll-
over exclusion: This one-time electlon may be coupled
with the residence rollover exclusioft described below, for
deferring all or part of the gain not excluded under the
$125,000 exclusion rule. :

6. Re51dence rollover excluswn Gains derived from
the sale or exchange of principal residence where a new
residence is purchased within two years after the sale of
the prior residence are not includible in gross income if

“the purchase price of the new principal residence is equal

to or greater than the adjusted sales prlce of the principal
residence sold.

7. -Multiple rollover provision'—Applicable only to res-
idence rollover-exclusion: If a taxpayer had excluded gain
from the sale of a residence within 24 months prior to the

‘sale of a subsequent principal residence, the tax free

rollover of the second sale will be permitted only where
the sale of the residence is in connection with relocation
and employment at a new principal place of work, and the
taxpayer satisfies both the geographic and length of em-
ployment requirements for the deductibility of moving
expense for Federal purposes.

i. Example: On January 1, 1979, a taxpayer sold hlS
personal residence in Englewood at a gain and pur-
chased a more expensive residence in the same city on
February 15, 1979. The gain derived from the sale of
the first residence qualified for deferral under the law
and the taxpayer was not required to report the gain for
tax purposes. In August, 1979, the taxpayer’s employer
permanently transferred him to a new principal place of
work in Cherry Hill which transfer qualified the taxpay-
er to deduct his moving expenses for Federal income

_ tax purposes. On September 1, 1979, the taxpayer sold
his Englewood residence at a gain and purchased a
more expensive residence at the new job location in
Chérry Hill.  Ordinarily, a taxpayer cannot defer the
gain derived from two personal residences if he has
already elected to defer a gain during a two-year peri-
od. However, in this situation, the taxpayer qualified

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

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

R.1979 d.475, effective December 5, 1979.
See: 11 N.J.R. 594(a), 12 N.J.R. 56(c).

55 years of age prior to the date of the sale and has not - Amended by R.1987 d.476, effective November 16, 1987.
remarried, and the deceased spouse must have satisfied - See: 19 N.J.R. 1182(a), 19 N.J.R. 2201(c).

the holding and use requirements and must not have
made a prior election to take the exclusion ‘on another

18-month changed to two-year.

Recodified from N.J.A.C. 18:35-1.13 by R.1998 d.195, effective Aprll

20, 1998.

residence. See: 30 N.J.R. 612(a) 30 NJR. 1428(a) |

Supp. 4-20-98 . | . 35.14
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18:35-4.1

Former NJA.C. 18: 35—24 Matching, recodified” as N.J.A.C.
18:35-10.4. .

- SUBCHAPTER 3. (RESERVED)

SUBCHAPTER 4. CREDITS AGAINST TAX

18:35-4.1 Computatlon of credit for taxes pald to other

: Jjurisdictions

(a) The following prov151ons shall govern the computation
of the tax credit by reason of any income or wage tax paid
to another state or political subdivision of such state under
the New Jersey Gross Income Tax Act.

1. NJ.S.A. 54A:4-1 provides for a “credit against the

New Jersey gross income tax as follows: Resident credit -

for tax of another state.

i. A resident taxpayer shall be allowed to credit
against the tax otherwise due under this act for the
amount of any income tax or wage ‘tax imposed for. the

taxable year by another state of the United States or -

political subdivision of such state, or by the District of

Columbia, with respect to income which is also subject .

to tax under this act.-

ii. The credit provided under this section shall not

- exceed the proportion of the tax otherwise due under

this act that the amount of the taxpayer’s income

- subject to tax. by the other ]ul‘lSdlCthn bears to his
entire New Jersey income.

2. The credit against the New Jersey tax applies with

respect to the income tax or wage tax paid in the other
state or political subdivision thereof on‘income which is
also subject to tax under the New Jersey Act.  Therefore,
there shall be excluded from the income in the other state

any income which is not subject to tax under the New °

Jersey law.

3. NJS.A. 54A:4-1(b) provides for a hmltatlon on
the credit for tax paid to another state or political subdivi-
sion théreof.  The amount of the resident taxpayer credit

. for tax paid to another state or political subdivision
thereof shall not exceed the percentage derived by divid-
ing income subject to tax in the other jurisdiction by the
taxpayer’s entire New Jersey income times the tax other-
wise due under the New Jersey Gross Income Tax Act.

4. For purposes of determining the percentagé as

provided in paragraph 3 above, for limitation of the tax
credit: o :

i. Income subject to tax by the other jurisdiction
means those categories of income which are taxed by
another jurisdiction before- the allowance for personal

35-15

exemptions and standard and/or other itemized deduc-
tions and which are also subject to tax under the New
Jersey Gross Income Tax Act.

ii. Entire New Jersey income means the categories
of New Jersey gross income subject to tax before
allowances for personal exemptions and deductions.

iii. Adjustment must be made:

(1) In the numerator, for taxpayers who claim
credit for income in the numerator which has been
only partially taxed by -the other jurisdiction; and

(2) In the denominator, for taxpayers who claim
credit for income in the numerator as income subject.
to tax in the other state or political subdivision
thereof which has already been excluded from New
J ersey income.

3) For example, a taxpayer who 1ncludes in the
numerator (see line 69, N.J. 1040x) pension and/or
other retirement income which is subject to tax by
the other jurisdiction but which is excluded from the
denominator (hne 17¢ of Form N.J. 1040) shall make
an adjustment in the denominator to add back such
_pension and/or other retirement income to reflect the
entire New J ersey income.

5. Taxes paid by a res1dent taxpayer under the City of
Phlladelphla Wage Tax and New Profits Tax are ehglble\
~ for the resident tax credit. )

i. A W-2 Form must be attached to the New Jersey

. Gross Income Tax Resident Return (Form N.J. 1040)

to indicate the amount subject to the City of Philadel-
phia Wage Tax and the amount of tax withheld. ‘

ii. A copy of the City of Philadelphia Net Profits
'Tax Return must be attached to the New Jersey Gross
Income Tax Resident Return (Form N.J. 1040) to
" indicate the amount of the City of Philadelphia Net
Profits Tax paid.

6. The following examples will illustrate how the maxi-
mum allowable resident credit for tax paid to another

_jurisdiction shall be determined:

i. Example 1: Taxpayer income is as follows:

NEW- YORK o
Wages $15,000 -
Capital Gains ; \ , ‘
Long Term : $20,000 :
Deduction - 12,000 8,000
Total New York Income’ o $23,000
NEW JERSEY '
Wages ’ , : $15,000
Dividends 3,000
Capital Gains . 20,000
. $38,000
Less: Exemptions 2,000
$36,000
New Jersey Tax $ 800

Supp. 4-20-98
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Line 67 New York income sub]ect to tax (not $35 000)
$23,000 o7

Line 68 Entire New Jersey Income: $38, 000

Line 69 $23,000 + $38,000 = 60.53% x $800 $484.24
‘Maximum Allowable Credlt

i Examplej2: Taxpayer income 'is as follows:

NEW YORK .
Rental Income .$13,000 -
N.Y.C. Pension 4,000
Total New York Income . ; $17,000
NEW JERSEY ' B
Wages 1 $ 2,000
Rental Income 21,000
Pension (NYC) $4,000 .
N.J. Exclusion 4,000 -0-
. . . $23,000
Retirement Income Exclusion : S 6,000
$17,000 -
Less: Exemptions ~ 2,000
$15,000
Tax S ’ - . $ 300

Line 67 New York Income Subject to Tax: $17,000

New Jersey Gross Income: (Line 17c) - $17,000
Plus Exclusions: ) , :
Pension Income 4,000
Retirement Income . 6,000
Line 68 Entire New J ersey Income: $27,000

~ Line 69 $17,000 + $27,000 = 62.96% X $300 = $188.88
. Maxrmum Allowable Credlt

ii. Example 3

A resident, New Jersey taxpayer has two busmesses
(“A”—N.Y., “B”—N.].) and the net profits (or losses) from

such are both reportable at line 39 of the return. The net -

income of business “A” is $50,000 and is entirely attribut-
. able to New York. The net loss of busmess “B” is $4O 000
and is entlrely attributable to New Jersey.

The taxpayer has paid a tax on $50,000 to New Yorkv but
only on $10,000 to New Jersey ($40,000 loss netted against
the $50 000 net income at line 39).

The taxpayer may include as income sub]ect to tax by the

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

income subject to tax in New Jersey and therefore, must
. deduct from the $50,000 New York business income the
) $40 000 not subject to tax as business income in New Jersey.

In no event may a taxpayer claim a credlt for i 1ncome or
wage taxes paid to other jurisdiction(s) unless the income so
claimed is also included i in entrre New Jersey income at line
68 of the return.

Taxpayer Income is as follows:

Capital Gain Income .3,000
. Business . '
Income $50,000
Business / '
Loss ’ . . (40,000) 10,000
. $20,000
Less: Exemptions 2,000
. : . $18,000
- Tax - P | 360
Line 67 New York Income ' $50,000

Less: Amount Not Subject to tax:in

New Jersey 40,000
Income Sub]ect to Tax in New York
which is also Subject to Tax in New
_ Jersey: $10,000
Line 68 Entire New Jersey Income: $20,000

Line 69 $10,000 + $20,000 = 50% of $360 = $180 Maxi-
mum Allowable Credit

v, Example 4: ' Taxpayer income is as follows:

NEW YORK v
Wages ' $15,000
Less Sick Pay qualifying in New York only 5,000

~Total New York Income $10,000
NEW JERSEY C

Wages o ‘ $15,000

Dividends 2 3,000

Capital Gains 2,000

’ $20,000

" Less: Exemptions 2,000

$360

: Tax

- Line 67 New York Income Subject to- Tax (not $15,000):
$10,000
Line 68 Entire New Jersey Income: $20,000.
Line 69 $10,000 + $20,000 = 50% of $360 = $180 Maxi-
mum Allowable Credit

7. The following is the worksheet for credit for taxes

. paid to another jurisdiction:

WORKSHEET FOR CREDIT TO

| OTHER JURISDICTIONS:
(Use this worksheet to. determine “entire New Jersey
income” at line 68 of the return if a credit to other
]uI‘lSdlCthl‘lS is being claimed.)
List'the fpllowing:
a. Gross Income (Line 17c)
b. Pension Exclusion (Line 45(b))

(see instruction below)

NEW YORK
Business Income $50,000 : o
" NEW JERSEY o c. Retirement Income/Special Exclusion y
Dividend Income $ 5,000 : : : _ :
Interest - 2,000 (Line 17b) (see instruction below)
Supp. 4-20-98 35-16
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d. Entrre New Jersey Income (1ncome sub]ect to tax.by '

~ another jurisdiction which is-also subject to tax under the

N.J. Gross Income Tax Act). (Add- lrnes a, b and c) (to be . ,

entered here and at line 68.)
IN STRUCT TONS:
The amount of pension eXclusion"‘claimed ""at line 40b and

17b are includible in determining “entire New Jersey in-

come” and- are, therefore, to be 1ncluded 1n the amount -

reported by you at line 67
EXAMPLE

A resident: New; Jersey taxpayer has two businesses and

' the net profits (or losses) from such are both reportable at
line 34 of the return. The net income of business “A” s
$50,000 and is entirely attributable to New York. The net

loss of business “B” is $4O 000 and is entlrely attrrbutable to. "

New Jersey.

The taxpayer has pald a tax-on $50 000 to New York but, .
only on $10,000 to New Jersey ($40,000 net loss. netted from -

$50, 000 net income at line 39)

The taxpayer may include as income. subject to tax by the

other jurisdiction on line 67 (Form N.J. 1040) only business . v
“income subject.to tax-in New Jersey and therefore must’

deduct from the $50,000 New York business income" the
$40,000 not subject to tax as business income.in New Jersey.

In.no event may a taxpayer claim a credlt for income or
wage taxes paid to other jurisdiction(s) unless the income so .~ -
claimed is also included in entire New Jersey 1ncome at line- . L

68 of the return.

Taxpayer should retarn this worksheet for. substantratron-,f_ .

-of the credit clalmed

8. Instructron for line 67: Do not mclu'devon‘ this lrne

any -income which has been excluded ’ or deducted from-

the taxable gross income of other JurlSdlCthl‘l(S) or wh1ch
has not been taxed by other ]urrsdlctlon(s) Example Ifa

portion of long-term caprtal gains are excluded from such
taxable income, such excluded portlons may not be 1nclud- .

ed in line 67.

9. A New Jersey resrdent taxpayer in determrmng the -

resident credit allowed against the tax due undeér this Act
for the amount of any income tax or wage tax imposed for
the taxable year by another state or political subdivision

of such state or by the District' of Columbia, “shall not ~
combine in the- numerator (line. 64, N.J. 1040) the same
income subject to tax by the ]urlsd1ct10n and/or political .

subdivision. ‘The amount of income ot wage tax during
the tax year shown on line 70, N.J. 1040 for the taxpayer / .

paying both a tax to another state and ‘political subd1V181on
of such state would be the total amount of state 1ncome

tax and income tax or wage tax pard to the other state and » o

3517

o Lrne_ 69

‘ Line 71 i

pohtrcal subdrvrsron of such state where the same amount,

- of income is- subject to tax in both-the other state and
pohtrcal subdrvrslon of such state. ‘Where the income
fsub]ect to tax in both the other state ‘and political subdivi-
sion. of such state are not equal a separate calculatlon
shall be made of the excess. income' to - arrive at the
_ limitation of the credit for the income tax or ‘wage. tax

. X = e - aid to the other state and 011t1cal subd1v181on of such‘ .
the amount of retirement income exclusion' claimed at line - - ls)‘tat o P ‘

For example

L STEP NO 1 ‘ :
.-+ Line 67 Income subject to tax in both the other state
~and its political subdivisions - ‘

~Line 68 New Jersey Gross- Income
~ (Line 17¢; NI 1040) :
Llne 67. -
X New Jersey Tax (L1ne 25 N J 1040) a

“Line 68 » :
_ = Maximum allowable credit B

Tax paid-on amount in Line 67 10 each L
jurisdiction’ - . :

_State. Political Subd1v151ons

Lesser of L1ne 69 or70

" Line 70

i Lme 71

STEP NO 2 S : ,
" Line 67 Amount subject to tax m one Jurlsdlctron -
and not in the othér(s)
New Jersey Total Gross Income
(Ling 17¢, NJ 1040) " -
Line 67 -
X' New Jersey Tax (L1ne 25 NJ 1040)
. _Lme 68 " .
-+ = Maximum allowable credlt L
Line 70 * Tax: pard to the ]ul‘lSdlCthIl on amount ap-
: " -pearing on Line 67 ;
__Lesser of Lme 69 or 70

. Line 68 -

Line 69

STEP NO 3 o ‘
‘ .'Step No. 1 Line 71 plus Step No 2 Lme 71 -
The followrng examples 1llustrate .the: above outlmed proce-

dures:
Example 1
o "‘TaxpayerA o ' LT
(1) "Total Gross Income (Llne 17c, NJ o .
1 1040y - $100,000 -
Income sub]ect to tax in other ]ul‘lS-'_ ) ST
: dictions: * - - o
(2) New York State: $40, OOO
- (3) ~New. York City: $50,000 L
(4) "Identical income sub]ect to ‘tax in. =
“ - both jurisdictions; $40,000
-(5)- New York State Tax: $2,700
7 (6) New York City Tax: $225 R
- .(7) New Jersey Tax (Line 25 NJ 1040) .-
S 52,690 : a
... Calculation of Credit .. =~
STEPNO.1-- .
Line 67 ~ (4) above $ 40,000
Line 68 " (1) above 100,000 -
- Line 69 }$40,000 ; o o o -
B X $2,690 - L ‘ 1,076
‘100 000 . : ‘ '

- Line 70, New York State . (based on
© 840,000 as mdlcated on line (4)

- above) 7 $2,700

Supp. 1-7-02
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New - York City  4/5 x'$225
(based on $40,000 as indicated
on line (4) above)

Line 71
" STEP NO. 2

Line 67 (3)-(2)

Line 68

Line 69 $10,000
— $2,690

- 100,000

Line 70 /15 x $225
Line 71

STEP NO. 3

Line 71 Step No. 1
Step No. 2

Line 26 Total New Jersey Tax Credit
Allowed ‘

‘ Example 2

Taxpayer B

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

Income subject to tax in other juris-
¢/ dictions: ‘

(2) New York State: $50,000

(3) New York City: $40,000

~ (4) Identical income subject to tax in

both jurisdictions: $40,000

Tax paid to other jurisdictions:

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

(6) New York City Tax: $180

(7) New Jersey Tax (Line 25, NJ 1040)
$2,690

Calculation of Credit

STEP NO. 1

Line 67 (4) above

‘Line 68 (1) above

Line 69 $40,000
— %X $2,690
100,000 ‘

Line 70 New York State (based on
$40,000 as indicated on line (4)
above) :

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

Line 71

STEP NO. 2

Line 67 (2)-(3)

Line 68

Line 69  $10,000 ,
X $2,690
100,000 ‘

Line 70 (5) Above Less: Step
No. 1, Line 70 )

Line 71

STEP NO. 3

Line 71 Step No. 1
Step No. 2 »

Line 26 Total New Jersey Tax Credit
Allowed

Example 3

Taxpayer C
Income the same in both state and city

Line 67

Line 68

Line 69  $40,000

- X $2,690

100,000

Supp. 1-7-02

180 2,880
$1,076.
$ 10,000 .

100,000

269

.45

$ 45
$1,076
45
o s1121

$100,000

$ 40,000

100,000

1,076
~ $2,700

180 2,880

$1,076

$ 10,000

100,000

‘ 269
$4,200

2,700 1,500

$ 269
$1,076
269
$1,345

$ 40,000

100,000

1,076

35-18
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Line 70 New York State $2,700
New York City 180 2,880
Line 71 (Line 26, NJ 1040)
© Tax Credit =~ $ 1,076

i.  When claiming a credit for the taxes paid to
another jurisdiction and/or political subdivision, the
taxpayer shall file with the New Jersey tax return, a
signed copy of the tax return filed with the other
jurisdiction and/or political subdivision showing the
amount of the tax paid. A W-2 form or its equivalent
which indicates the withholding of income tax in anoth-
er jurisdiction .and/or. political subdivision is considered
prima facie evidence of such amount of tax paid where
the taxing jurisdiction and/or political subdivision im-
posing an income tax or wage tax does not require the
filing of a return by the taxpayer claiming a credit.

ii. Where a taxpayer claims credit for taxes. paid to
more than one state on income earned in that state, a
separate computation for the maximum allowable credit
shall be made for each such state.

iii. Example 1: Taxpayer Income is as follows:

Husband and Wife File Jointly—2 Exemptions

NEW YORK :
Wages $20,000
Standard Deduction 2,400
’ $17,600
Exemption . C '
2 X 66.6% ($700) 933
‘ , 316,667
New York State Tax $ 1,027
New York City Tax 8
Total Tax ) . $ 1,108
NEW JERSEY o ‘
Wages $20,000
Interest 1,000
Dividends 2,000
Other Income __17,000
$30,000
Exemptions " 2,000
' _$28,000
New Jersey Tax $ 600 .
Tax Credit’ - )
Line 67 Income Subject to Tax by Other Jurisdiction $20,000
Line 68 Income Subjéct to Tax by New Jersey $30,000
Line 69 Maximum Allowable Credit )
$20,000 = $30,000 X $600 (N.J.Tax) = $400
Line 70 Income or Wage Tax Paid to Other Jurisdic-
tions’ . $1,108
* Line 71 New Jersey Tax Credit Allowed $400

iv. Example 2: Taxpayer Income is as follows: Hus-
band and Wife File Jointly—2 Exemptions

OTHER STATE
Wages ‘ 20,000
Assume )
State Tax - 250
Local Wage Tax 75
Total Tax ‘ $ 325
Wages ' ‘ $20,000

Interest : 1,000

~
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Dividends 2,000 $15,000 + $28,000 X $500 (N.J.Tax) = $294.65
Other Income 7,000 Line 70—Income or Wage Tax Paid to Other Jurlsdlc- .

) $30,000 “tion : ~ $600.00

Exemptions 2,000 Line 71—New Jersey Tax Credit Allowed $294.65

—=— Total New Jersey Tax Credit Allowed .
, $28,000 State A—$150.00°
New Jersey Tax - $ 600 State B—$294.65 ‘
Tax Credit : '$444.65
Line 67 Income Subject to Tax by Other Jurlsdlctlon $20,000
Line 68 Income Subject to Tax by New Jersey $30,000 R.1979 d.433, effective October 26, 1979.
Line 69 Maximum Allowable Credit B - See: 11 N.J.R. 525('3), 11 N.J.R. 650(b).
$20,000 + $30,000 x $600 (N.J.Tax) = - '$400 As amended, R.1983 d.618, effective January 17, 1984.
Line 70 Income or Wage Tax Pa1d to Other Jurlsdlc- See: 15 N.J.R. 1566(a), 16 N.J.R. 149(a).
tions © O $325 Section substantially amended.
Liné 71 New Jersey Tax Credit Allowed . $325 Rezc(;)dllggg from N.J.A.C. 18:35-1.12 by R. 1998 d.195, effective April
v. Example 3: Taxpayer Income is as follows: Sec: 30 NIR. 612(a), 30 NIR. 1428(a).
) : ‘ . . . Case Notes .
Husband and Wife File Jointly—2 Exemptions Rule upheld agamst equal protection challenge; credit for New York -
state personal income tax found to have exhausted New Jersey tax on
OTHER JURISDICTION taxpayer’s New York income, notwithstanding that the taxpayer was
Wages $20,000 also subject to New York City earnings tax. Jenkins v. Taxation Div.
Local Wage Tax $ 800 Director, 4 N.J.Tax 127, 184 N.J.Super 402, 446 A.2d 217 (Tax
NEW JERSEY" : Ct.1982). . ‘ ‘
Wages $20,000 Rule' interpreting “resident credit” as requiring exclusion for income
Interest 2,000 which is excluded or deducted from taxable gross income by another
Dividends. 2,000 jurisdiction held valid; application of 1979 rule to 1976 tax return held
- $24,000 . Proper. Sorensen v. Director, Div. of Taxation, 2 N.J.Tax 470, 184
Exemptions - 2,000 N.J.Super 393, 446 A.2d 213 (Tax Ct.1981).

. : : . -~ $22.000 Net gain from partnership activities taxed by foreign jurisdictions.but
Tax . $ 450 completely offset by allowable partnership loss deductions in state; not
Tax Credit . included in numerator of tax credit fraction. Kanarek v. Director, Div.
Line 67 Income Sub]ect to Tax by Other Jurisdiction $20,000 of Taxation, 14 N.J.Tax 589 (1995). /

Line 68 Income Subject to Tax by New Jersey $24,000 In calculating credit fraction numerator, gross income subject to tax
Line 69 Maximum Allowable Credit : in other jurisdiction would be reduced by taxpayers’ capital loss, which

$20,000 + $24,000 x $450 (N.J.Tax) = $375 was deductible in New Jersey but not in other state but not by

Line 70 Wage Tax Paid to Other Jurisdiction -$800 additional lesser amount of taxpayers’ rental loss, which was deductible
Line 71 New Jersey Credit Allowed $375 in other state but not in New Jersey. Allen v. Director Div. of

. Taxation, 14 N.J. Tax 385 (1994).
vi. . Example 4: Taxpayer Income is as follows: Instructions on computing resident credit for income tax purposes
: S ) were not erroneous. Widder v. Director, Div. of Taxatlon 14 N.J.Tax
349 (1994). ‘
Husband and Wife File Jointly—2 Exemptions Income not actually taxed by another state, but which was used by
: that state in calculating applicable tax rate for income from that state,
OTHER JURISDICTIONS would not be included in I;Elmera’cor of resident credit fraction . Chin
State A—Wages $10,000 . Director, Div. of Taxation, 14 N.J.Tax 304 (1994).
State B—Wages $15,000
Assume Credit for foreign income ‘tax; loss disallowed by New Jersey tax
State A—Tax ’ o $ - 150 statute. Berlin v. New Jersey Div. of Taxation, 13 N.J.Tax 405 (1993).
‘State B—Tax - o § 600 Resident credit was properly calculated separately for each New
NEW JERSEY York City and state tax. Willett v. Director, Div. of Taxation, 10
 Wages $25,000 N.J.Tax 402 (1989).
gitveiaf; dé %’888 Only income subject to tax by another state also taxed by New Jersey
—=——"" could be used to determine maximum gross income tax credit. Stiber v.
. $28,000  Director, Div. of Taxation, 9 N.J.Tax 623 (1988).
Exemptions © 2,000
m Foreign c1ty income tax that did not exceed minimum credlt available
: S could be credited against New Jersey income tax. Stiber v. Director,

New Jersey Tax $ 550  Div. of Taxation, 9'N.J.Tax 623 (1988). : v
Tax Credit . L A S .
State A .+ Since alimony paid by taxpayers residing in New Jersey but working
Line 67—Income Subject to Tax by Other Jurlsdlctlon $10,000 in New York was a deduction in New York, Director held to have
Line 68—Income Subject to Tax by New Jersey $28’000 propetly excluded alimony payments from the numerator of the fraction
Line 69—Maximum Allowable Credit ? used to calculate the credit for tax paid to New York. Nielson v.

$10,000 + $28,000 x $550 (N.J.Tax) = $196.42 Taxation Div. Dlrector, 4NJ. Tax 438 (Tax Ct.1982).

Line 70—Income or Wage Tax Paid to Other Jurisdic- -
tion $150.00 18:35:—4.2» Credit for excess contributions
étlﬂfe 7§—N6W Jersey Tax Credit AHOWCd $150.00 (a) Credit for excess amounts deducted and withheld as

a . L. . . . e .

Line 67—Income Subject to Tax by Other Jurisdiction $15,000 worker contributions for unemployment, disability insur-
Line 68—Income Subject to Tax by New Jersey $28,000 - ance, Workforce Development Partnership Fund and Health
Line 69—Maximum Allowable Credit - Care Subsidy Fund shall be tieated as follows:

35-19 Supp. 1-7-02
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1. Employers issuing a W-2 form to employees shall
include on it:

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

ii. The amount withheld for New Jérsey disability.

benefits fund contributions or for a private plan;

ili. The combined total amount withheld for Work-
force Development Partnership Fund and Health Care
Subsidy Fund contributions or, in the alternative, the
separate amounts contributed to these funds;

v.. The New Jersey unemployment number; and

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

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

(¢) An individual claiming a credit against gross income
tax for overpayment of unemployment, disability insurance,
Workforce Development Partnership Fund or Health Care
Subsidy Fund contributions shall claim such credit by includ-
ing with his New Jersey 1040 or New Jersey 1040-NR a
completed New Jersey Form 2450. A claim not received
within two years after the end of the calendar year in which
- the contributions were deducted is void. - Such claims are
not applicable to withholdings made during calendar years
prior to 1983. '

Example 1: During 1983, A, who is divorced, worked for
two employers in New Jersey. The first withheld the maxi-
mum of $44.00 for unemployment insurance contributions
and $44.00 disability benefits fund contributions from A’s
salaty, as required by law. The second employer withheld
$30.00 from ‘A’s wages as contributions to each fund for the
total of $60.00. A files his 1983 Gross Income Tax Return
and pays the tax on February 14, 1984 but fails to make
claim for the $60.00 excess contributions withheld during
1983 or qualifying alimony payments made in that year.

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

Example 2: Same facts as above except A files an amend-
ed return on January 5, 1986. The claim for contributions
withheld is too late since it was filed after the expiration of
the two year period for refund. The claim for refund based
upon alimony deductions, however, is timely because the
claim was filed within three years from the time the return
was filed or two years from the tlme the tax was paid,
whichever was later.

Supp. 1-7-02
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(d) Claims for gross income credit for excéss contribu-
tions made by an employee are subject to the provisions of .
N.J.S.A. 54A:9-8.1 and N.J.A.C. 18:35-10.

New Rule, R.1983 d.586, effective December 19, 1983.
See: 15 N.J.R. 1570(a), 15 N.J.R: 2175(c).
Amended by R.1993 d.136, effective April 5, 1993.
See: 25 N.J.R. 62(a), 25 N.J.R. 1518(b).
Added new (a)liii; redesignated old-(a)liii and iv to (a)liv and v;
revised (b) and (c).
Amended by R.1994 d.146, effective March 21, 1994.
See: 26'N.J.R. 336(a), 26 N.J.R. 1372(a).
Recodified from N.J.A.C. 18:35-1.17 and amended by R.1998 d.195,
effective April 20, 1998.
See: 30 N.J.R. 612(a), 30 N.J.R. 1428(a).
In (d), changed N.J.A.C. reference.

18:35-4.3° Earned Income Tax Credit

(a) The following terms, as used in this section, shall have

the following meanings:

“Gross income” means gross income required to be re-
ported under the New Jersey Gross Income Tax Act,
N.J.S.A. 54A:1-1 et seq., other than income excludable from
the gross income tax return, but before reduction by any
applicable exemptions, deductions and credits received dur-
ing the taxable year by the individual or married individuals
filing a joint return; and, in the case of a part-year resident, '
gross income means gross income a part-year resident would
have reported if the part-year resident had been a resident
of New Jersey for the entire taxable year.

“Fedeial earned income tax credit” means the credit
against Federal income tax provided under section 32 of the
Federal Internal Revenue Code, 26 U.S.C. § 32.

“New Jersey Earned Income Tax Credit” means  the
credit against gross income tax provided under N.J.S.A. -
54A:4-6 to 4-10.

“Quélifying child” means qualifying child as meant under
section 32 of the Federal Internal Revenue Code, 26 U.S.C.
§ 32.

“Resident” means resident as defined under thé New
Jersey Gross Income Tax Act, N.J.S.A. 54A:1-1 et seq.

(b) A resident individual who has gross income of
$20,000 or less for the taxable year and who files as a head
of household or surviving spouse for Federal and gross
income tax purposes is eligible for a New Jersey Earned
Income Tax Credit. The New Jersey credit shall be calculat-
ed by multiplying the applicable percentage found in (d)
below times the Federal earned income tax credit claimed
by and allowed to the resident under section 32 of the
Federal Internal Revenue Code, 36 U.S.C. § 32. The resi-
dent claimant must also satisfy the requlrements found in
(e) below.

Next Page is 35-20.1
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(c) Married resident individuals who have combined gross
income of $20,000 or less and who file a joint return for
Federal and gross income tax purposes are eligible for a
New Jersey Earned Income Tax Credit. The New Jersey
credit shall be calculated by multiplying the applicable per-
centage found in (d) below times the Federal earned income
- tax credit claimed by and allowed to the couple under
" section 32 of the Federal Internal Revenue Code, 26 U.S.C.
§ 32. The resident claimants must also satisfy the require-
ments found in (e) below.

(d) The New Jersey Earned Income Tax Credit is the
following percentage of the Federal earned income  tax
credit:

1. For the taxable year beginning on or after January
1, 2000 (but before January 1, 2001), 10 percent of the
Federal earned income tax credit allowed and claimed for
the same taxable year;

2. For the taxable year beginning on or after January
1, 2001 (but before January 1, 2002), 15 percent of the
Federal earned income tax credit allowed and clalmed for
the same taxable year;

3. For the taxable year beginning on or after January
1, 2002 (but before January 1, 2003), 17.5 percent of the
Federal earned income tax credit allowed and claimed for
the same taxable year; and

4. For taxable years beglnnmg on or after January 1,
2003, 20 percent of the Federal earned income tax credit
allowed and claimed for the same taxable year.

(e) In addition to the requirements in (b) and (c) above,
to qualify for the New Jersey Earned Income Tax Credit:

1. The individual or individuals claiming the New
Jersey Earned Income Tax Credit must claim and be
allowed a Federal earned income tax credit, for the same
taxable year, that is based on the individual or individuals
‘having at least one “qualifying child”;

2. The individual or individuals shall file a New Jersey
Gross Income Tax return, complete the schedule for the
earned income tax credit and provide such information,
documentation and copies of Federal income tax forms as
required by the Director of the Division of Taxation; and

3. If the individual claiming the New Jersey Earned
Income Tax Credit is married, except for an individual
whose tax filing status is “head of household” or “surviv-
ing spouse” for Federal and gross income tax purposes,
the individual and the individual’s spouse shall file a joint
return to claim the New Jersey Earned Income Tax
Credit.

(f) The New Jersey Earned Income Tax Credit shall be
deemed to be a credit towards or payment of gross income
tax on the 15th day of the fourth month following the close
of the taxable year for which a credit is claimed. Any claim

for the credit must be filed by the date established under

N.J.S.A. 54A:9-8 (generally, three years from the filing of
the return or two years from the date of payment of the tax,
whichever is later).

35-20.1

(g) If a part-year resident of New Jersey cléims, and is

“qualified for, a-New Jersey Earned. Income Tax Credit, the

part-year resident’s credit amount shall be pro-rated based
on that-proportion which the total number of months of the
claimant’s residency within the taxable year bears to. 12 in
that year. »

"~ (h) If a claimant for the New Jersey Earned Income Tax
Credit asks the Federal Internal Revenue Service to calcu-
late the Federal earned income tax credit, the claim for the
New Jersey Earned Income Tax Credit shall be incomplete
until the Division of Taxation receives information from the
Federal Internal Revenue Service concerning the amount, if

. any, of the Federal earned income tax credit.

(i) The New Jersey Earned Income Tax Credit of an
individual, or of married individuals filing jointly, shall be
reduced by the amount of any New Jersey State tax deficien-

~cy owed by the individual or individuals and by the amount

of any indebtedness authorized for setoff under N.J.S.A.
54A:9-8.1 or under any other pertinent State or Federal
law. (For set-off policies and procedures, see N.J.A.C.
18:2-5.4 and N.J.A.C. 18:35-10.) After all such reductions,
any remaining New Jersey Earned Income Tax Credit
amount shall be refunded to the individual or individuals as
an overpayment of gross income tax, either separately or in
combination with any other overpayment of gross income
tax.

- () If an individual or married couple claimed a New
Jersey Earned Income Tax Credit for a taxable year for
which the individual or couple’s Federal earned income tax
credit was changed or disallowed by the U.S. Internal
Revenue Service or other competent authority, the individu-
al or couple shall notify the Division of Taxation, as re-
quired by N.IS.A. 54A:8-7, within 90 days of the final

' determlnatlon

(k) If an individual or martied couple receives' a New
Jersey Earned Income Tax Credit amount for which the
individual or couple is not qualified, the Division of Taxa-
tion shall recover the amount from the individual or couple
in the same .manner as the Division recovers ' erroneous
refunds of gross income tax under the provisions of the
Gross Income Tax Act, N.J.S.A. 54A:1-1 et seq. Also, the |
individual or couple will be subject to such other sanctions
and penalties as may apply in the circumstances.

(!) The provisions of this section are illustrated by the
following examples:

Example 1: Terry has New Jersey gross income of $19 500
for the taxable year, which is wage income, and which does

-not include $1,000 that she elected to defer into a “section
" 401(k)” pension plan. She has a “qualifying child” and she

qualifies for and claims, on her Federal income tax return, a
Federal earned income tax credit that is based on having a
qualifying child. She is eligible for a New Jersey Earned
Income Tax Credit. The $1,000 deferral does not cause her
income to exceed the $20,000 income limit for qualifying for
the New Jersey credit, because qualified section 401(k)
deferrals are excludable from New Jersey gross income.
(Please note, however, elective deferrals for other types of
pension plans are not excludable from New Jersey gross
income.)

Supp. 1-7-02
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Example 2 Sam has $10,000 in New Jersey gross i income

e for the taxable year, consisting of self-employment income, »
- and he does not. have a “qualifying child.” He qualifies for-
- and claims a small Federal earned income tax credit. He is

- not eligible for a New Jersey Earned Income Tax Credit,

. because his Federal earned mcome tax credrt is not basedr
L on havmg a quahfymg child. . : ’

P New Rule, R. 2002 d 2, effective January 7, 2002 :
. See: 33N.J. R. 2735(a), 33.N. J R.3280(a), 34 N. J R 298(a)

o SUBCHAPTER 5. NEW JERSEY SOURCE

_ INCOME OF NONRESIDENTS S ";./"

: 18 35—5 1 Compensatwn recerved by nonresment
: professnonal athletes - - .

" (a) The New Jersey source - income. of a nonresident

individual who is a member of a professronal athletic team

includes that portion of such individual’s total compensation
for servrces rendered as a member of a professronal athletlc ‘

35-20.2

. DEPT. OF TREASURY—TAXATION -

team durmg the taxable year which the number of duty daysgi"f o
- spent’ wrthm New Jersey rendering services for the team in . -

any manner during the taxable year: bears: to the ‘total

number. of duty days spent both w1th1n and wrthout New
) J ersey durmg the taxable year .

‘..(b) For purposes of this sectlon

1. “Professional athletic team”

: soccer or hockey team. .

A “Mernber of a profess1onal athletic team 1ncludes

’t’hose employees whoate .active players, ‘players on the "
dlsabled list and any other persons required to travel and = -

“who do travel with and’ perform services on behalf ofa .

‘ "This in-
wcludes but is not lrmrted to, coaches managers and:-»'_.j‘f‘

professmnal athletic team on a regular basis.

trarners
3. “Duty days

o 1ncludes but is not'*.;.'
. .hmrted to, any professional baseball basketball football

_ means, except as provrded in (b)3111_ o V
- and iv below, all days including the taxable year from the " -
begmnmg of the professronal athletic team’s official pre-- -

“season training period through the last game m Wthh the | .

. »team competes or is: scheduled to compete
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Recodified from N.J.A.C. 18:35-1.10 ‘and amended by R.1998 d.195,
effective April 20, 1998.

See: 30 N.J.R. 612(a), 30 N.J.R. 1428(a).
In (h), changed N.J.A.C. reference.

18:35-7.4 Summer payment plan

(a) Certain deferred payments, authorized under a so-
called “summer payment plan” under N.J.S.A. 18A:29-3,
whereby an amount equal to ten percent of the employee’s
salary is withheld and paid to the participant in the plan at a
later date are subject to tax under the New Jersey Gross
Income Tax Law, P.L. 1976, c.47 (N.J.S.A. 54A:1-1 et seq.),
at the time withheld and not at the time paid, provided that
a similar treatment is given under the Internal Revenue
Code and regulations thereunder for Federal income tax
purposes. ' '

(b) Section 54A:8-3 of the New Jersey Gross Income Tax
Act, P.L. 1976, c.47 (N.JS.A. 54A:8-3), provides that a
taxpayer’s accounting method under this Act shall be the
same as his accounting method for Federal income tax
purposes. Therefore, if for Federal income tax purposes an
employee who participates in such a deferral plan is deemed
to have received the salary at the time that the salary was
withheld and placed into a deferred salary escrow fund, such
income will also be deemed to have been received and
subject to tax for New Jersey gross income tax purposes at
that time. Such salary would not then be subject to New
Jersey gross income tax when the employee receives a
payment from the deferred salary escrow fund.

R.1976 d.415, effective December 16, 1976.

See: 9 N.J.R. 52(a).

Recodified from N.J.A.C. 18:35-1.1 by R.1998 d.195, effective April 20,
1998.

See: 30 N.J.R. 612(a), 30 N.J.R. 1428(a).

18:35-7.5 Gambling winnings subject to withholding

(a) Every payor of New Jersey gambling winnings which
are subject to withholding, as defined in (d) below, shall
deduct and withhold New Jersey gross income tax thereon in
an amount equal to three percent of payments made to both
New Jersey residents and nonresidents as defined in
N.J.S.A. 54A:1-2(m) and (n). Such withholding shall be
required in all instances wherein the payor of such winnings
is required to withhold for Federal income tax purposes
under subsection (q) of section 3402 of the Federal Internal
Revenue Code of 1986 (26 US.C. § 3402), as amended.

(b) The tax imposed under N.J.S.A. 54A: 7~1(c) and this
section shall not apply:

1. 'With respect to the payment of winnings from the
New Jersey Lottery; and

2. With respect to a payment of winnings from a slot
machine, or a keno or bingo game.

(c) Any person receiving a payment of New Jersey gam-

bling winnings subject to withholding must furnish the payor
a statement made under the penalties of perjury containing:

35-29

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

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

3. The requirement set forth in (c)1 and 2 above may
be satisfied by providing the payor with a copy of Federal
Form W-2G or 5754, whichever is applicable.

(d) New Jersey gambling winnings subject to withholding
means any payment from:

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

2. Any other wagering transaction, including but not
limited to, a wagering transaction in a parimutuel pool
with respect to horse races, but only if the proceeds from
the wager:

i. Exceed $1,000; and

ii. Are at least 300 times as large as the amount of
the wager. :

3. If proceeds from a wager as set forth in (d)1 and 2
above qualify as winnings subject to withholding, then the -
total proceeds from the wager, and not merely amounts in
excess of $1,000, are subject to withholding.

(e) Proceeds from a wager is the amount paid with
respect to a wager, less the amount of the wager. Amounts
paid with respect to identical wagers are treated as paid with
respect to a single wager for purposes of calculatmg the
amount of proceeds from a wager.

1. In determining the amount paid with respect to a
wager, proceeds which are not money shall be taken into
account at the fair market value.

2. Periodic payments, including installment payments
or payments which are to be made periodically for the life
of a person, are aggregated for purposes of determining
the proceeds from a wager. The aggregate amount of
period payments to be made for a person’s life shall be
based on the person’s life expectancy.. For purposes of
determining the amount subject to withholding, the first
periodic payment shall be reduced by the amount of the
wager.

(f) Payments to any person of winnings subject to with-
holding under this section shall be treated as if they are
wages paid by an employer to an employee under the
provisions of N.J.S.A. 54A:7-2 through N.J.S.A. 54A:7-7,
provided, however, that such payments shall be considered
gambling winnings for all other purposes under the Gross
Income Tax Act (N.J.S.A. 54A:1-1 et seq.).

Supp. 5-5-03



DEPT OF TREASURY—TAXATION

.18:35;7.5

s New Rule, R. 1988 d.407, effectlve September 6, 1988."
See:. 19 N.J.R. 2255(a), 20 NI R. 2310(c). . .
Recodified from N.J.A.C. 18:35-1.20 by R. 1998 d. 195 effective Aprrl
.20, 1998.
See 30 NJ.R. 612(a), 30 N.J.R. 1428(a).’

18: 35—7 6 Flllng of wrthholdmg returns by professronal
athletic teams

Any ‘professional athletic team” (as defmed by NJA.C..

18:35-5.1(b)1) which pays compensatmn to a resident or
nonresident individual for services rendered to the team
within New J ersey shall be deemed to be an employer > and

shall be required to withhold New Jersey gross income tax

return from that portion of the compensation attributable to

“duty days” spent in New Jersey, as defmed in’ NJ.A.C.

18:35-5.1(b)3.

Recodlfled from N.J.A.C. 18:35-1. 22(c) and amended by R. 1998 d. 195
- effective April 20, 1998. . )

-See: 30 NJ.R. 612(a), 30 NJ. R 1428(a)
R Changed N.J. A C. references.

v _18 35—7 7 Commuter transportatlon benefits reportmg by
employer

(a) Pursuant to N.J.S.A. 54A: 7—2 an’ employer shall pro-
vide an employee with a written statement as prescribed by
the Director in (b) below showing the cost of commuter
- transportation benefits paid by the employer ‘to the employ-
- ee. Should said benefrts exceed the amount of $720.00 for

' the taxable year beginning on or after January 1, 1993, but

- before January 1, 1994, then the amount received by the

employee in excess of $720.00 shall be includable in gross-

income of the employee. For taxable years following there-

after, the Director shall adjust the limit, rounded down to v
the nearest $5.00, in proportion to the change in the average

- consumer price index for all urban consumers in the New

York and northeastern New Jersey and the Philadelphia -
‘areas, as reported by the United States Department of .
Labor, from calendar year 1993 to the calendar year ending

before the taxable year.  Notice of the adjusted limit shall
be published in the New Jersey Register. Amounts received

by the employee not exceedlng $720.00 shall not be 1ncluded .

in the employee S gross 1ncome '

‘ (b) The written statement requlred to be prov1ded by the
employer to the employee as set forth in (a) above may be
set forth on a W-2 form or other written information -

statement showing the amount of such beneﬁts

New Rule, R.1995 d.19, effectxve January 3, 1995

See: 26 N.J.R. 4173(a), 27 N.JR. 143(a).

. Public Notice: Commuter transportatlon benefit hnnt for 1995;

See: 27 N.J.R. 4737(a).

;Public Notice: Commuter transportauon beneﬁt limit for 1995. "

See: 28 N.J.R. 2639(a). -

* Public Notice: Commuter transportatron benefit 11nnt for1996. . .-
- See: 28 N.J.R: 5510(a). o
Public Notice; ‘Commuter transportatlon benefit 11nnt for 1996.'

See: 29 NJ.R. 813(c).

~ Recodified from N.J.A.C..18: 35—1 28 by R.1998 d. 195 effectrve Apr1]
© 20,1998, v

See: 30 N.J.R. 612(a), 30 NJ.R. 1428(a) :

. Pubhc Not1ce Commuter transportatlon benefit limit for 1998.

Supp. 55-03
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See: 30 N.J. R 2533(a)

"Public Notice: Commuter transportatlon beneﬁt 11m1t for 1999.’] !

See: 31 N.LR. 1112(b). ,
Public Notlce Commutér transportatlon benefit hmlt for 2000. o
See:' 32 NJ.R. 1088(a). : .
Public Notice: . Commuter transportatlon benefrt limit for 2001;- e
See: 33 N.J.R. 903(b). o
Public Notice: Commuter transportatlon beneflt lumt for 2002.

See:. 34 N.J.R. 1058(a).

récted inflation adjustment. .

‘See: 34 N.J.R. 1749(b).

Public Notice: Commuter transportatlon benefit hm1t for 2003.

 See: 35 NJR 1963(b)

18 35—7 8 Information of employer w1thholdmg from new .
B employees ‘ _

(a) The New Jersey'Economic Development Authont’y
~ shall submit data to the Director no later than April 1 of .
~ each year for the precedmg grant year, setting forth infor-
mation regarding -businesses applying for a grant under

either the Business Employment Incentive Program Act
(P.L. 1996, c.26) or the Business Relocation Assrstance Act

~ (P.L..1996, c.25) (both referred to as “Act”). This informa- -
_ tion shall set forth the followmg relatlve to -said busmess

1. A list of the names, ]Ob titles and job locations of
v ex1$t1ng employees of sald busmess not subject to a grant

under the Act;

2 A list of the names and date hlred and/or the date. v
“each’ ‘new employee began employment at the project ‘of B
said business in an eligible position for grant purposes -

: iunder the Act, their base salary, overtime and bonuses

paid, and the amount of New Jersey gross income tax "
‘withheld from each new employee and therr 01ty and state
. of re51dence - :

3 The aggregate amount of payroll and w1thhold1ngs
- for all employees in New J ersey;

- 4. The percentage and term of any grant pursuant to
"the Busmess Employment Incentlve Program Agreement

. 5. The amount of the grant to be drsbursed to the": -
business pursuant to the Business Relocation Assistance
Act requlrmg the Treasurer’s certification “and the per-:, :

‘centage upon whrch the grant’ is based

o6 The percentage and term of the grant to be dls-.w
: bursed to the business pursuant to the Busmess Employ-_» =
~ ment Incentive Program Agreement requ1r1ng the Trea-;_

i ’surer S cert1ﬁcat1on

'_Pubhc Notlce Commuter transportatlon beneflt limit for 2002 Cor-

7T

7 A statement as to whether the apphcant business o

~has followed the criteria as'set forth in guidelines promul- "
: .gated by Econom1c Development Authonty under the
- Act; and . . C

8. A hst of e11g1ble posmons that ‘have been ﬁlled by o
persons who are rehired from a bona f1de layoff or’
o transferred from another company

Next Page is 35301
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(b) The Director, upon receipt of the information re-
ferred to in (a) above, shall send to each business awarded a
grant under the Act, a Declaration of Annual Withholding
Information for Purposes of the Business Employment In-

. \

~ centive Program, Form NJ-9000, to be completed and re-

turned not later than May 7 to New. Jersey Division of

Taxation c/o EDA, PO Box 990, Trenton, NJ 08625-0990. -

'

~
N .

Next Page is 3531 o301 ? © Supp: 5:5-03
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(c) Form NJ-9000 shall consist of a certification setting
forth:

1. The number of new employees, as referred to in
(a)2 above, together with their city/state residence, base
salary, overtime and bonuses paid to' them, withholding
tax paid for each new employee during the preceding
grant year and date hired or transferred. Each business
shall also submit a copy of each Federal W-2 form for all
said new employees;

2. The aggregate amount of payroll and w1thh01d1ngs
for all employees in New Jersey; and

3. The amount and type of each grant, other than a
grant under the Act, that the applicant business received
by operation of State law during the preceding grant year.

(d) Each business shall annually submit to the Division of
Taxation a Release Authorization authorizing the Division
of Taxation to review the businesses tax history to determine
if there are any tax delinquencies.

(e) Upon receipt of Form NJ-9000 from the business, the
‘Director shall certify to the Treasurer, who in turn will
certify to the New Jersey Economic Development Authority,
the aggregate amount, as set forth on Form NJ-9000, of the
withholdings received in that year from the business for new
employees in eligible positions under the Act and whether
same equals or exceeds the amount of the proposed grant to
“be given to said business under the Act.

(f) The Director shall also verify to the New Jersey
Economic Development Authority on an annual basis any
outstanding tax delinquencies for each business awarded a
grant under the Act.

(g) The issuance of the certifications by the Division as
set forth in (d) above is conditional upon the receipt by the
Director of proper information as set forth on Form
NJ-9000. :

Recodified from N.J.A.C. 18:35-3.1 by R. 1998 d.195, effective April 20,
1998.

See: 30 N.J.R. 612(a), 30 N.J.R. 1428(a).

Administrative change.

See: 34 N.J.R. 1425(b).

18:35-7.9 Treasurer’s approval of a business to receive a
grant from both the Business Employment
Incentive Program Act and the Business
Relocation Assistance Act

(2) In determining whether to recommend the approval
or disapproval of a business to receive a grant under both
the Business Employment Incentive Program Act and the
Business Relocation Assistance Act, the Treasurer shall
consider the followmg criteria:

1. The number of eligible positions created for new
employees and the expected duration of those positions;
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2. The total number of exfsting employees of the
business; »

3. The type of contribution the business can make to
the long term growth of the State’s economy;

4. The total dollar investment the business is contrib-
uting to the project;

5. The type of industry that the business is involved in;
6. The location of the project; '

7. The type of ]obs to be created and the associated
wages; and

8. Such other factors as are presented by a specific
applicant.

‘(b) In determining whether to recommend the approval
or disapproval of a business receiving a grant under either
the Business Employment Incentive Program Act or the
Business Relocation Assistance Act and any other grant
under operation of State law, which, when combined, ex-
ceeds 80 percent of its withholdings, the Treasurer shall
consider the same criteria Set forth in (a) above.

Recodlfled from N.J.A.C. 18:35-3.2 by R.1998 d.195, effectlve Apnl 20,
1998.
See: 30 N.J.R. 612(a), 30 N.J.R. 1428(a)

SUBCHAPTER 8. INFORMATION‘RETURNS
18 35-8.1 Information furnished at source; 1977 and
subsequent returns

(a) Under N.J.S.A. 54A:1-1 et seq., information. returns
which shall include the amounts paid to or credited to the
accounts of all recipients for any calendar year beginning
with January 1, 1977, are required to be provided to the
Director, New Jersey Division of Taxation, by:

1. Payers of interest and dividends, including banks,
savings and loan associations, building and loan associa-
tions, and savings banks; and

2. All payers including those who are required to file
Federal Internal Revenue Service form 1099 or any of the
form 1099 designations, which shall include lessees or
mortgagors of real or personal property, fiduciaries, em-
ployers, and all officers and employees of this State, or of
any municipal corporation or political subdivision of this
State, having the control, .receipt, custody, disposal or
payment of interest, rents, salaries, wages, premiums,
annuities, compensations, remunerations, emoluments or
other fixed or determinable ‘gains, profits or income,
except interest coupons payable to bearer.

(b) Such information returns must be filed on or before
February 15 following the close of each calendar year, with
the Division of Taxation, PO Box 248, Trenton, New Jersey

Supp. 4-1-02
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08646-0248, where the amount paid or credited is $1,000.or
more.

(c) The requirements of (b) above shall be satisfied by
providing the Director with any of the following, with
preference in the order listed below:

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

2. A copy of the tape provided to the Internal Reve-

nue Service (as above) without deleting recipients of less.

‘than $1,000; or

3. Copies of all forms 1099 submitted to the Internal
Revenue Service for the full calendar year on amounts of
$1,000 or more (either an additional carbon or photocopy
of the form 1099); or

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

(d) Beginning with real estate transactions occurring after
‘December 31, 1995, each person required to report the
proceeds from real estate transactions to the Internal Reve-
nue Service on Federal Form 1099-S (or any other form

which the Internal Revenue Service may designate) pursu- -

ant to Section 6045(e) of the Federal Internal Revenue

" Code is required to submit all such reports to the Division
of Taxation when the real estate being sold or exchanged is
partially or entirely located in New Jersey.

1. Al informationzreturns required by this subsection
must be filed on or before February 15 following the close
of each calendar year, beginning with February 15, 1997.
Information returns attributable to real estate transactions
must be sent to: Division qf Taxation, PO Box 187,
Trenton, New Jersey 086460187, where the amount paid
or credited is $1,000 or more.

2. If any person required to file information returns

under this subsection is also required to submit informa-

tion returns pursuant to (b) above, such person shall send

the information returns attributable to real estate transac-

tions to the address specified in (d)1 above, and shall
- send all other information returns to the address specified
-in (b) above.

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

1. A copy of the magnetic tape prov1ded to the Inter-

nal Revenue Service (with the same specifications) in lieu
of forms 1099-S for the full calendar year, edited to
delete all listings -of -real estate transactions with gross
proceeds of less than $1,000;

Supp. 4-1-02
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2. A copy of the tape provided to the Internal Reve-
nue Service (as above) without deleting real estate trans-
actions with gross proceeds of less than $1,000; '

3. Copies of all forms 1099-S submitted to the Inter-
nal Revenue Service for the full calendar year for real
estate transactions with gross proceeds of $1,000 or more
(either an additional carbon or photocopy of the form
1099—S) or '

4. Coples of all forms 1099-S submitted to the Inter-

nal Revenue Service for the full calendar year.

R.1977 d.460, effective December 6, 1977.

See: 10 N.J.R. 45(a).

Amended by R.1996 d.550, effective December 2, 1996.

See: 28 N.J.R. 2517(a), 28 N.J.R. 5079(b). '

Recodified from N.J.A.C. 18:35-1.8 and amended by R.1998 d.195,
effective April 20, 1998.

See: 30 N.JR. 612(a), 30 N.JR. 1428(a).

SUBCHAPTER 9. INTEREST AND PENALTIES

18:35-9.1 Négligence and fraud penalties

(a) If any part of a deficiency is due to the taxpayer’s
negligence or an intentional disregard of any provision of
the Gross Income Tax Act (N.J.S.A. 54A:1-1 et seq.) or the
rules applicable thereto, there shall be added to the tax,
penalties and mterest as provided for in State Tax Uniform
Procedure Law plus an amount equal to 10 percent of the
deficiency, provided however that there was no intent to
defraud.

(b) If a deficiency is assessed against a taxpayer and it is

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

fraud, there shall be added to the tax an amount equal to 50
percent of the assessment. This addition to the tax shall be
in lieu of any other additions to the tax imposed for late
filing and nonpayment . of special assessment as provided for
in N.J.S.A. 54:49-9.

Emergency New Rule, R.1986 d.169, effective April 15, 1986 (expires
May 15, 1986).

See: 18 N.J.R. 999(a).

Public Notice: This rule Extension of time to file a residential property
tax credit application expired May 15, 1986.

See: 19 N.J.R. 890(b).

New Rule, R.1988 d.407, effective September 6, 1988:

See: 19 N.I.R. 2255(a), 20 N.J.R. 2310(c). ‘

Recodified from N.J.A.C. 18:35-1.19 by R.1998 d.195, effective April
20, 1998. -

See: 30 N.J.R. 612(2), 30 NJR. 1428(a)

18:35-9.2 Intereston overpayments

(a) Interest will be paid on an overpayment of gross

income tax which has not been refunded six months and one -~

day after the later of:
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1. The last date for filing a gross income tax return as - 2. The date the return, whether original or amended

prescribed by statute or permitted by an approved appli- | requestmg the refund is actually filed.
cation for extensmn of time to flle or . . b
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