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♦ Cat and Dog Spay/Neuter Fund (10), or
♦ New Jersey Lung Cancer Research 

Fund (11), or
♦ Boys and Girls Clubs in New Jersey 

Fund (12), or
♦ NJ National Guard State Family Read-

iness Council Fund (13), or
♦ American Red Cross –  NJ Fund (14), 

or
♦ Girl Scouts Councils in New Jersey 

Fund (15).

For more information on the funds, see 
page 3. 

Indicate the amount you want to contribute 
by checking the appropriate box(es) or en-
tering any amount you want to  contribute.

If you are making a donation on Line 64, 
also enter the code number (01, 02, 03, 
etc.) for the fund of your choice.

The amount you donate will reduce your 
refund or increase your balance due. Be 
sure to enter an amount when making a 
contribution.

If you are making a donation on Line 59, 
60, 61, 62, 63, and/or 64, and you have 
a balance due, increase the amount of 
your payment by the amount you want to 
contribute. If you are paying your tax due 
by check or money order and including 
a donation, your check or money order 
must be made out to “State of New Jersey 
– TGI,” not to the charity or charities you 
selected. Your donation will be deposited 
in the appropriate fund(s) when your re-
turn is  processed.

Line 65 - Total Deductions 
From Overpayment
Add any amounts on Lines 58, 59, 60, 
61, 62, 63, and/or 64. Enter the result on 
Line 65.

Line 66 - Refund
Subtract Line 65 from Line 57 (Overpay-
ment). Enter the result on Line 66. This is 
the amount of your refund. 

Schedule A - Taxes Paid 
to Other Jurisdiction
Requirements. As a New Jersey resi-
dent, you may be eligible for a tax credit 
against your New Jersey income tax if 
you have income from sources outside 
New Jersey. To qualify, your income 
must be subject to both the New Jersey 
income tax and the income or wage tax 
imposed by another jurisdiction outside 
of New Jer sey for the same year. For this 
purpose, “jurisdiction” means any state 
of the United States or political subdivi-
sion of such state, including the District 
of Columbia. Pennsylvania residents see 
page 42. No credit is permitted for taxes 
paid to the U.S. Government, Canada, 
Puerto Rico, or any foreign country   or 
 territory.

To receive the credit for taxes paid to an-
other jurisdiction you must:

1. Complete Schedule A in its entirety. 
You may be required to complete more 
than one Schedule A in certain situa-
tions. See below.

2. Enclose Schedule A(s) with your 
NJ-1040 income tax return. 

Completing More Than One Schedule A. 
You must complete a separate Schedule A  
for each jurisdiction for which you are 
claiming a credit. You must also complete 
a separate Schedule A for each tax im-
posed by a jurisdiction.  

♦ Two or more jurisdictions (i.e., a state 
and political subdivision(s) therein) 
impose tax on the same income. For 
example, when both a state and a city 
within that state tax the same income, 
you may have to complete and enclose 
a separate Schedule A for each jurisdic-
tion (see “Same Income Taxed by More 
Than One Jurisdiction” on page 41).

♦ Different jurisdictions impose tax on 
different income. For example, if you 
had wages from State A and a gain 
from the sale of property from State B, 
you must complete a separate Sched-
ule A for each state.

♦ Same jurisdiction imposes more than 
one type of tax. For example, if you 
had wages and business income from a 
city that imposes both a wage tax and 
a different tax on business income, you 
must complete one Schedule A for the 

wage tax and a separate Schedule A for 
the tax on business income.

Property Tax Deduction/Credit (Work-
sheet I). Schedule A provides taxpayers 
who are eligible for a property tax benefit 
with a method for calculating the credit 
for taxes paid to another jurisdiction 
both with and without the property tax 
deduction. If you are eligible to re ceive 
a property tax deduction/credit you must 
complete Schedule A for each juris diction 
for which you are claiming a credit for 
taxes paid. Then you must complete 
Work sheet I on page 43 to determine 
whether you receive a greater benefit 
from claiming the property tax deduction 
or taking the property tax credit.

If you are claiming a credit for taxes paid 
to another jurisdiction but you are not 
 eligible for a property tax benefit (see 
page 32 for eligibility requirements), only 
complete Column B of Schedule A. Enter 
the amount from Line 9, Column B on 
Line 41, Form NJ-1040. Make no entry 
on Lines 38 or 49, Form NJ-1040.

Contributions (Lines 59–64)  continued
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Note:  New Jersey does not require that a copy of the income tax return(s) filed with the 
other jurisdiction(s) be enclosed with Form NJ-1040. However, you should retain complete 
copies of any returns filed with other jurisdiction(s). If your return is audited, you will be 
asked to provide:

a) A complete copy of the income tax return(s) filed with the other jurisdiction(s) — if one 
was filed or required to be filed. If you filed electronically in the other jurisdiction, a 
copy of the Electronic Filing Income Tax Return along with schedules, worksheets, etc. 
which establish the nature and source of the income being taxed by the other jurisdiction 
must be submitted.

b) If you participated in a composite return filed in another jurisdiction, you must submit 
a statement, on the filing entity’s letterhead, that lists the jurisdiction, your share of the 
gross income taxed by the other jurisdiction, and your share of the tax paid.

c) If no return is required to be filed with the other jurisdiction, you must submit the fol-
lowing as applicable:

♦ W-2 which lists the wage taxes paid and the name of the taxing jurisdiction.

♦ A statement from the business entity which filed a tax return based on income that 
lists your share of the gross income taxed by the other jurisdiction, the name of the 
tax, and your share of the tax paid.

For example, New Jersey taxed $150,000 
in business income of a business in city Y 
located in state Z. Both city Y and state Z 
taxed the business income. If state Z 
imposed $8,200 tax on $120,000 of in-
come, and city Y imposed $5,600 tax 
on $140,000 of income, complete two 
Schedule As. Line 1, Schedule A of the 
first credit calculation will be $120,000 
(the amount of income taxed by both city 
Y and state Z). To determine the credit 
available on the $120,000 which was 
jointly taxed, add together and enter in 
Box 9a, Line 9 the taxes paid to state Z 
($8,200) and the portion of the city Y tax 
on $120,000 ($4,800). (Do not use $5,600 
for the amount of city Y tax, since that 
is the tax paid on $140,000 of income.) 
Compare the allowable credit calculated 
on Line 8, Schedule A to the amount in 
Box 9a ($13,000). The credit allowed is 
the lesser of Line 8 or Box 9a. For the 
second Schedule A, the amount on Line 1 
is $20,000. This is the difference between 
the amount taxed by both city Y and 
state Z ($120,000) on which a credit has 
already been calculated, and the amount 
taxed by city Y ($140,000).

Schedule A  continued

Line 1 - Income Actually 
Taxed by Other Jurisdiction
Enter on Line 1 the amount of income 
you received during the year which was 
actually taxed by the other jurisdiction. 
Also enter the name of the taxing juris-
diction in the space provided. The amount 
on Line 1 must be the amount of in come 
which was actually taxed by the other 
jurisdiction. This means the gross income 
after adjustments have been made by the 
other jurisdiction but before personal 
exemptions and standard and/or other 
itemized deductions are subtracted. Any 
income included on Line 1 of Schedule A 
must also be included on Line 2 since to 
be eligible for the credit, the income must 
be taxed by both New Jersey and the 
other  jurisdiction.

Include on Line 1 only amounts prop-
erly taxable by the other jurisdiction. In 
general, this includes com pensation for 
services performed; net profits from a 
business, trade, or profes sion carried on 
in the other jurisdiction; S corporation 
income allocated to the other jurisdiction; 
or income or gains from the ownership 
or sale of real or personal property in the 
other jurisdiction.

Amounts received as interest, dividends, 
gains on sale of securities, and other in-
come from intangible per sonal property 
such as savings accounts, stocks, bonds, 
and other securities, cannot be included 
on Line 1 unless (1) the in come was de-
rived from a business, trade, or profession 
carried on in the other juris diction, or 
(2) you are required to and file a resident 
return with the other jurisdiction as well 
as with New Jersey and report the income 
on both returns.

Do not include on Line 1:

♦ Income which is not subject to New 
Jersey income tax (even though the 
item(s) may be subject to tax by the 
other jurisdiction, e.g., unemployment 
compensation).

♦ Income which has been excluded or 
deducted in arriving at the income 
actually taxed in the other jurisdic-
tion. Items such as IRA and Keogh 

contri butions, employee business ex-
penses, moving expenses, and alimony, 
if allowed as adjustments to income, 
would have been deducted from gross 
 income.

♦ Income subject to tax by any foreign 
country, U.S. possession, or territory.

♦ If you are required to file a resident 
return in the other jurisdiction, any 
amount of S corporation income allo-
cated to New Jersey.

Same Income Taxed by More Than 
One Jurisdiction. Income can only be 
re ported once on Schedule A. When you 
pay tax to two jurisdictions on the same 
income, and the amount of income taxed 
by each jurisdiction is the same, complete 
only one Schedule A. When you pay tax 
to two jurisdictions on the same income 
and the amount of income taxed by each 
jurisdiction differs, you may be eligible 
to claim two credits. The first credit is 
based on the amount of income taxed by 
both jurisdictions, and the second credit is 
based only on the difference between the 
amounts taxed by the two  jurisdictions.
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Schedule A  continued

Note:  When calculating the credit for in-
come taxed by more than one jurisdiction 
and the actual tax paid to the other jurisdic-
tion is less than the allowable credit, enter 
on Line 9, Box 9a of each Schedule A only 
the tax paid on the amount of income en-
tered on Line 1. In the example on page 41, 
Line 9, Box 9a of the second Schedule A 
would show $800, the tax paid to city Y on 
$20,000 of income, not $5,600, the tax paid 
on $140,000 of income. 

Income From New York. New Jersey 
res idents working in or earning taxable 
in come from New York are often taxed 
on an amount less than their actual in-
come earned in New York due to the 
many allowable New York in come tax 
adjustments. New York determines the 
rate (% of tax) that will be imposed by 
including all the income earned as if the 
taxpayer was a resident. New York then 
computes the percentage of the New 
York source income by dividing the New 
York State income by the Federal income 
(world  wide income). The percentage is 
then multiplied by the total calculated 
tax liability, as if a resident, to determine 
the actual tax liability of the nonresident. 
When claiming credit for taxes paid to 
New York, Line 1, Schedule A of the 
NJ-1040 should reflect the “New York 
State Amount” actually taxed by New 
York from the New York IT-203. Certain 
adjustments may be nec essary to deter-
mine the income actually taxed by New 
York State.

For New Jersey residents subject to the 
New York State income tax on lump-sum 
distributions, separate Schedule A calcu-
lations for taxes paid to New York State 
on first the ordinary income and second 
on taxes paid to New York State on the 
lump-sum dis tribution should be made 
to arrive at the total credit for taxes paid. 
Both Schedule As must be enclosed with 
your return.

Income From Pennsylvania. As a result 
of the Reciprocal Personal Income Tax 
Agreement between the Commonwealth 
of Pennsylvania and the State of New 
Jersey, compensation paid to New Jersey 
residents employed in Pennsylvania is 
not subject to the Pennsylvania income 
tax. Compensation means salaries, wages, 

tips, fees, commissions, bonuses, and 
other remuneration received for services 
rendered as an employee.

You may not claim a credit on Sched-
ule A for taxes paid to Pennsylvania on 
com pensation earned in Pennsylvania 
because these earnings are not subject to 
tax in Pennsylvania. If Pennsylvania in-
come tax was withheld from your wages, 
you must file a Pennsylvania return to 
obtain a refund. To stop the withholding 
of Pennsylvania income tax, complete a 
Pennsyl vania Employee’s Nonwithhold-
ing Application Certificate (Pennsylvania 
Form REV-419) and give it to your em-
ployer. You may obtain Form REV-419 
from the Pennsylvania Department of 
Revenue (www.revenue.state.pa.us/).

The Reciprocal Agreement covers com-
pensation only. If you are self-employed 
or receive other income (for example, 
gain from sale of property) which is taxa-
ble in both states, you may claim a credit 
for taxes paid to Pennsylvania on that 
income by completing Schedule A.

Income From Philadelphia or Other 
Pennsylvania Municipalities. The 
Recip  rocal Agreement between Pennsyl-
vania and New Jersey (see “Income From 
Pennsylvania” above) does not apply 
to the wage or income tax imposed and 
col lected by the City of Philadelphia or 
any other municipality in Pennsylvania. 
There fore, income subject to both New 
Jersey income tax and any municipal 
wage or income tax may be included on 
Line 1, Schedule A.

The amount of income taxable to Phila-
delphia is sometimes different than the 
New Jersey State wages figure on the 
W-2 statement. To determine the proper 
amount of income to enter on Line 1 of 
Schedule A of the NJ-1040, you must 
 divide the wage tax deducted from 
your pay by the Philadelphia tax rate as 
 follows:

Philadelphia Wage Tax Paid
Philadelphia Wage Tax Rate 

= Line 1, Sched. A

Do not report at Line 1 an amount that is 
more than the amount reported at Line 14, 
NJ-1040 as Philadelphia wages.

Information about the Philadelphia wage 
tax rate is available on the Philadelphia 
Revenue Department’s website at 
www.phila.gov/revenue/.

Sole Proprietorship or Partnership 
Income From Philadelphia. If you are a 
sole proprietor or partner in a partnership 
whose income is subject to Pennsylvania 
income tax and Philadelphia Business 
Privilege Tax and Net Profits Tax, you 
must consider the taxes paid (based on 
income) to all jurisdictions when calculat-
ing the credit. The Philadelphia Business 
Privilege Tax imposes two taxes, one 
based on income and one based on gross 
receipts. Only the tax imposed based on 
income qualifies for the credit calculation.

S Corporation Income. If you paid 
income taxes or wage taxes to another 
jurisdiction on your S corporation income 
and that income is also taxed in New 
Jersey for the same tax year, you may be 
eligible for a credit. No credit is allowed, 
however, for tax imposed by another ju-
risdiction on S corporation income which 
is allocated to New Jersey. Nor is a credit 
allowed for the amount of any taxes paid 
or accrued on or measured by profits or 
income imposed on or paid on behalf of a 
person other than you, whether or not you 
may be held liable for the tax. In addition, 
you may not claim a credit against New 
Jersey tax attributable to distributions. 
Distributions that are taxable to you as 
dividends or gains from disposition of 
property are intangible income and not 
subject to tax in the other  jurisdiction.

Line 2 - Income Subject to 
Tax by New Jersey
Enter on Line 2 the amount of income re-
ported on Line 28, Form NJ-1040 (New 
Jersey Gross Income).

Line 3 - Maximum Allowable 
Credit Percentage
Divide Line 2 into Line 1 and enter the 
percentage on Line 3. Carry your results 
to seven (7) decimal places, rounding 
up if the seventh place is 5 or more (i.e., 
.2412378 becomes 24.1238%). Since 
Line 1 can never be more than Line 2, the 
result will be 100% or less. 
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If you are not eligible to claim a property 
tax deduction or credit, only complete 
Column B to determine your credit for 
taxes paid to other jurisdictions. Total 
the amounts from Line 9, Column B of 
all Schedule As completed and enter 
that amount on Line 41, Form NJ-1040. 
Make no entry on Lines 38 or 49, Form 
NJ-1040. 

Line 4 - Taxable Income
For each column, enter on Line 4 the 
amount of your taxable income from 
Line 36, Form NJ-1040.

Line 5 - Property Tax and 
Deduction
If you were a qualified homeowner or 
tenant during the tax year, you may be 
eligible for a property tax deduction or 
property tax credit. See instructions on 

page 32 to determine if you qualify. If 
you qualify, complete Line 5 as follows:

Box 5a. Enter in Box 5a your property 
taxes (or 18% of rent) due and paid dur-
ing 2014 on your qualified residence from 
line 1 of Worksheet F. See page 34.

Column A (Line 5). Enter on Line 5 in 
Column A, your property tax deduction 
amount from line 2 of Worksheet F. See 
page 34.

Line 6 - New Jersey Taxable 
Income
For each column, subtract Line 5 from 
Line 4 and enter the result on Line 6.

Line 7 - Tax on Line 6 Amount
For each column, enter on Line 7 the 
amount of tax due on the income entered 
on Line 6. Use the Tax Table on page 52 

or the Tax Rate Schedules on page 61 to 
calculate the amount of tax due.

If you are not eligible for a property tax 
benefit, and you are completing only 
Column B of Schedule A, the amount on 
Line 7, Column B should be the same as 
the amount you entered on Line 40, Form 
NJ-1040.

Line 8 - Allowable Credit
For each column, multiply the amount on 
Line 7 by the percentage on Line 3 and 
enter the result on Line 8.

Line 9 - Credit for Taxes Paid 
to Other Jurisdiction
Enter in Box 9a the total amount of in-
come or wage tax paid to the other 
juris diction(s) on the amount of income 
shown on Line 1. Enter the total tax li-
ability to the other jurisdiction from the 

Worksheet I
Which Property Tax Benefit to Use

 COLUMN A COLUMN B
1. Tax. Enter amounts from Line 7, Schedule A, Columns 

A and B here ............................................................................................................... 1. 1.

2. Credit for Taxes Paid to Other Jurisdiction. Enter amounts from Line 9, 
Schedule A, Columns A and B here. If you completed more than one 
Schedule A, enter the total of all Line 9 amounts (Columns A and B) in the 
corresponding column ................................................................................................ 2. 2.

3. Balance of Tax Due. Subtract line 2 from line 1 in each column .............................. 3. 3.
4. Subtract line 3, column A from line 3, column B and enter 

result here ...................................................................................................................  4.

5. Is the line 4 amount $50 or more ($25 if you and your spouse/civil union partner file separate returns but maintain the same principal 
residence)?

  Yes. You receive a greater tax benefit by taking the Property Tax Deduction. Make the following entries on Form NJ-1040. 
  Form NJ1040 Enter amount from:
  Line 38 Line 5, Column A, Schedule A
  Line 39 Line 6, Column A, Schedule A
  Line 40 Line 7, Column A, Schedule A
  Line 41 Line 2, Column A, Worksheet I
  Line 49 Make no entry

  No. You receive a greater tax benefit from the Property Tax Credit. (Part-year residents, see instructions on page 6 before 
answering “No.”) Make the following entries on Form NJ-1040.

  Form NJ1040 Enter amount from:
  Line 38 Make no entry
  Line 39 Line 6, Column B, Schedule A
  Line 40 Line 7, Column B, Schedule A
  Line 41 Line 2, Column B, Worksheet I
 Line 49 $50 ($25 if you and your spouse/civil union partner file separate returns but maintain the same 

principal residence). Part-year residents, see instructions on page 6.
(Keep for your records)
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Schedule A  continued

other juris diction’s tax return. If the other 
jurisdic tion does not require the filing of a 
tax return, Box 9a of Schedule A may be 
the taxes withheld for the jurisdiction.

If you adjusted the income on Line 1 of 
this Schedule A because you had income 
taxed by more than one jurisdiction, enter 
only the tax paid on the adjusted amount 
shown on this Schedule (see example on 
page 41).

For each column, enter on Line 9 the 
lesser of Line 8, Allowable Credit, or the 
amount in Box 9a, amount of income or 
wage tax paid to the other jurisdiction(s) 
on the income shown on Line 1, 
Schedule A.

If you are eligible for a property tax de-
duction or credit, complete Worksheet I 
on page 43. Part-year residents see in-
structions on page 6.

If you are not eligible for a property tax 
deduction or credit, enter the amount from 
Line 9, Column B, Schedule A on Line 41, 
Form NJ-1040 and leave Line 38 and 
Line 49 blank. If you completed more 
than one Sched ule A, total the amounts 
from Line 9, Column B of all Sched-
ule As and enter on Line 41.

For more information on claiming a credit 
for taxes paid to another jurisdiction, re-
fer to Tax Topic Bulletins GIT-3W, Credit 
for Taxes Paid to Other Jurisdictions 
(Wage Income), and GIT-3B, Credit for 
Taxes Paid to Other Jurisdictions (Busi-
ness/Nonwage  Income). 

Schedule B - 
Disposition of Property
Your portion of the gain or loss derived 
from the disposition of property owned 
by a sole proprietorship, partnership, an 
estate or trust or, in general, an S corpo-
ra tion is reportable as net profits from 
busi ness on Line 17, distributive share of 
partnership income on Line 20, income 
from estates and trusts on Line 25, or net 
pro rata share of S corporation income 
on Line 21. For information regarding 
grantor trusts, see the reporting instruc-
tions for Line 25 on page 24.

Use Schedule B to report all other capital 
gains and income from the sale or ex-
change of any property. In arriving at your 
gain, you may deduct expenses of the sale 
and your basis in the property. The basis 
to be used for computing gain or loss is 
the cost or adjusted basis deter mined for 
Federal income tax purposes. 

New Jersey income tax law has un-
coupled from certain changes in Federal 
depreciation and expense deduction 
limits. A New Jersey depreciation adjust-
ment may be required for assets placed in 
service on or after January 1, 2004. Com-
plete the Gross Income Tax Depreciation 
Adjustment Worksheet GIT-DEP to calcu-
late the adjustment. 

The New Jersey allowable IRC Sec-
tion 199 deduction must be calculated 
on Form 501-GIT, Domestic Production 
 Activities Deduction. The result should 
be taken into consideration in  calculating 
the gain or loss on disposition of appli-
cable property.

If you had an interest in a 
partnership, a sole propri-
etorship, or an S corpora-

tion which sold or disposed of virtually 
all of its assets in conjunction with the 
complete liquidation of the entity, then 
your portion of the gain or loss from the 
entity’s sale or disposition of its assets 
must be reported as net gains or income 
from the disposition of property.

If you sold an interest in a partnership, 
a sole proprietorship, or rental property, 
you may be required to use a New Jersey 
ad justed basis. If you sold shares in an 
S corporation, you must use your New 
Jer sey adjusted basis. The gain or loss 
from your sale or liquidation of a sole 
proprie torship, a partnership interest, or 
shares of S corporation stock must be 
reported as net gains or income from dis-
position of property on Schedule B.

For information on calculating your New 
Jersey adjusted basis and your New Jer-
sey reportable gain or loss, refer to rules 
N.J.A.C. 18:35-1(c)5 (trade or business 
property), 18:35-1.3(d)2 (partnerships), 
or 18:35-1.5(k) (S corporations) and Tax 
Topic Bulletin GIT-9P,  Income From 

Partnerships, or GIT-9S,  Income From 
S Corporations. 

All gains derived from installment sales 
must be reported in the same year as re-
ported for Federal income tax purposes. 
If the New Jersey basis differs from the 
Federal basis, a New Jersey installment 
sale calculation must be made and the 
New Jersey gain must be reported.

If the spaces provided are not sufficient, 
 en close a statement with the return listing 
any additional transactions along with 
 Schedule B.

Sale of a Principal Residence. If you sell 
your principal residence, you may qualify 
to exclude up to $250,000 ($500,000 for 
certain married/civil union couples fil-
ing a joint return) of any gain from your 
income. Capital gain is computed in the 
same man ner as for Federal income tax 
purposes. Any amount that is taxable for 
Federal purposes is taxable for New Jer-
sey pur poses. 

You can claim the exclusion if, during the 
5-year period ending on the date of the 
sale, you have:

1. Owned the home for at least 2 years 
(the ownership test); and

2. Lived in the home as your principal 
resi dence for at least 2 years (the use 
test).

Note:  If you owned and used the prop-
erty as your principal residence for less 
than 2 years, and you qualify for a reduced 
 exclusion for Federal purposes, you may 
claim a reduced exclusion for New Jersey 
 purposes.

You can exclude up to $250,000 
($500,000 for certain married/civil union 
couples filing a joint return) of gain from 
the sale of your principal residence if 
both 1 and 2 below apply.

1. Neither you nor your spouse/civil 
union partner if filing a joint return 
is excluding gain from the sale of an-
other home.

2. You or your spouse/civil union partner 
if filing a joint return owned and lived 

http://www.state.nj.us/treasury/taxation/pdf/pubs/tgi-ee/git3w.pdf
http://www.state.nj.us/treasury/taxation/pdf/pubs/tgi-ee/git3b.pdf
http://www.state.nj.us/treasury/taxation/pdf/pubs/corp/git9p.pdf
http://www.state.nj.us/treasury/taxation/pdf/pubs/corp/git9s.pdf
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Schedule B - continued

in the home for periods adding up to at 
least 2 years within the 5-year period 
ending on the date of sale.

If you are a married/civil union couple, 
filing a joint return, both you and your 
spouse/civil union partner must meet 
the use test to qualify for the $500,000 
 exclusion.

If only one spouse/civil union partner 
meets the ownership and use tests, the 
qualified spouse/civil union partner can 
exclude up to $250,000 of the gain when 
filing either a joint return or a married/CU 
partner, filing separate return. 

You cannot exclude the gain on the sale 
of your principal residence if, during the 
2-year period ending on the date of the 
sale, you sold another home at a gain and 
excluded all or part of that gain. If you 
cannot exclude the gain, you must include 
it in your income and complete Sched-
ule B. However, you can claim a reduced 
exclusion if you sold the home due to a 
change in health or place of employment 
and you qualify for a re duced exclusion 
for Federal  purposes.

Line 1 - List of Transactions
List at Line 1, Schedule B any New Jer-
sey taxable transaction(s) as reported 
on your Federal Schedule D, indicating 
the gain or loss for each transaction in 
 Column f. In listing the gain or loss on 
disposition of rental property, the New 
Jersey adjustment from the Gross Income 
Tax Depreciation Adjustment Worksheet 
GIT-DEP, Part 1, line 6 must be taken 
into consideration. Be sure to retain the 
completed worksheet for your records.

Do not include gains or losses from the 
sale of exempt obligations. For more in-
formation on tax-exempt obligations, 
see Tax Topic Bulletin GIT-5, Exempt 
Obligations.

The Gross Income Tax Act does not 
dis tinguish between active and passive 
losses, nor does it authorize carryback or 
carryforward of such losses when report-
ing income on Form NJ-1040. You may 
de duct Federal passive losses in full in 
the year incurred against any gain within 
the same category of income, but only in 
the year that it occurred.

Line 2 - Capital Gains 
Distributions
Enter on Line 2 the total amount of all 
capital gains distributions from your Form 
1099-DIV(s) or similar state ment(s). Do 
not include capital gains from a “New Jer-
sey Qualified Investment Fund” which are 
attributable to qualified exempt obliga-
tions or gains from mutual funds to the 
extent attributable to Federal obligations. 
For more information on “New Jersey 
Qualified Investment Funds,” see page 20.

Line 3 - Other Net Gains
Enter on Line 3 the total amount of net 
gains or income less net losses from dis-
position of property not included on Lines 
1 or 2 of Schedule B.

Line 4 - Net Gains
Enter on Line 4 the total of the amounts 
listed on Line 1, Column f and Lines 2 
and 3, netting gains with losses. Enter 
this amount on Line 18, Form NJ-1040. 
If the netted amount is a loss, enter zero 
here and make no entry on Line 18, Form 
NJ-1040.

Schedule NJ-BUS-1 
Business Income 
Summary Schedule
Part I - Net Profits From 
Business
Use Part I to report the net profits or loss 
from every business, trade, or profession 
in which you were engaged. If the spaces 
provided are not sufficient, enclose a 
statement with the return listing any addi-
tional businesses and the related profit or 
loss along with Schedule NJ-BUS-1.

To deter mine your New Jersey profit or 
loss, first complete a Federal Schedule C 
(or Schedule C-EZ or F) for each busi-
ness. Use the same accounting method 
(cash or accrual) that you used for Fed-
eral income tax purposes. 

To com ply with New Jersey income tax 
law you must make the following adjust-
ments to your Federal Schedule C (or 
 C-EZ or F):

 1. Add any amount you deducted for 
taxes based on income.

 2. Subtract interest you reported on 
Federal Schedule C (or C-EZ or F) 
which is ex empt for New Jersey 
purposes but taxable for Federal 
purposes.

 3. Add interest not reported on Federal 
Schedule C (or C-EZ or F) from 
states or political subdivisions out-
side of New Jersey which is exempt 
for Federal purposes.

 4. Deduct the remaining 50% of meal 
and entertainment expenses (that were 
disallowed on the Federal return).

 5. Deduct your qualified contributions 
to a self-employed 401(k) plan. 
Contributions to a plan in excess of 
the Federal limits, which are not an 
allowable deduction for Federal tax 
purposes, are also not deductible for 
New Jersey purposes.

 6. Add interest and dividends derived in 
the conduct of a trade or business.

 7. Add or subtract income or losses 
derived in the conduct of a trade or 
business from rentals, royalties, pat-
ents, or copyrights.

 8. Add or subtract gains or losses from 
the sale, exchange, or other dis-
position of the trade or business’s 
 property.

 9. Add or subtract the net adjustment 
from the Gross Income Tax De-
preciation Adjustment Worksheet 
GIT-DEP, Part 1, line 7. Be sure to 

http://www.state.nj.us/treasury/taxation/pdf/pubs/tgi-ee/git5.pdf

