GIT-1, Pensons and Annuities

I ntroduction

This bulletin explains how to report pen-
sion and annuity income on your New
Jersey gross income tax return. It also
describes the income exclusions which
qualified taxpayers can use to reduce
their New Jersey taxable income.

Changesin Exclusion Amounts

The amount of pension and other incor
that can be excluded on the 2V,
income tax return is beino incr eased over

a four-year peric 1in

2000. For taucyear 2001, married cou
filing joi xclude up to $15,000,
singleindivicuals $171,25( married
persons filing s=paratcly, $7,500. By

year 2003, meu 1ied couples fili

will be able to exclucle a nzxd mun
$20,000, single persons ¢ ), and
married personsfiling s Y,
$10,000. For more information, see
“Income Exclusions’ on page 8.

General Inf on

Pension and - v incomeistaxable and must
be reporte lev Jersey income tax
return. Hov ' some raxable

ar PENSion OF annuity you show on your
N sey tax return may difier from the

amcunt taxable for Federal incorme (a NSES.
Thisic bee ou may haveto us it
method ( Lethetaxabl 2 amount foi your

lew Jersey return than the riethnd you use for
laral incoime tax pLirpnses.

Al state and loca ont, teachers', and
Yerdl pe and Keogh Plansare treated in
the same s employee pensions and annu-
ities from i ivate sector. Amounts received as
irernent benefits’ and amounts reported
on on Schedule NJK-1, Partnership
Return Form NJ-1065 are also taxable.

Social Security/Railroad Retirement
Benefits/Disability

Socia Security and Railroad Retirement bene-
fits are exempt from New Jersey income tax and
should not be reported as income. Payments
from a public or private pension plan as aresult
of total and permanent disability are also
exempt. However, if an individua retired before
age 65 on atotal and permanent disability pen-
sion, and continues to receive pension payments
after age 65, the disability pension is treated as
ordinary pension beginning at age 65.
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Military Pensions

If you are receiving aU.S. military pension or
survivor’s benefit payments, the military pen-
sion or survivor’s benefit is not taxable for New
Jersey gross income tax purposes, regardless of
your age or disability status. Do not include such
payments on your New Jersey return.

Military pensions are those resulting from
servicein the Army, Navy, Air Force, Marine
Corps, or Coast Guard. This exemption does
not apply to civil service pensions or annui-
ties, even if the pension or annuity is based on
credit for military service. Most militar -
sions and survivor’s benefit payments
received from the U.S. Defense Financ y
Accounting Service, while ¢ YVic
annuity is received through the U.S Offic
Personnel Managem For moreiniormae
tion on military uE: Jic
Bulletin GIT-7, Mi vy P&rsonnel

Indivic an ngements
(IRAS)
An IRA isa persona savings planin which )

set aside moriey for retirement. T axa Nouries
withdrawn frori IRA &re repo p
same line of the New Jersey (ax red S tax-
able pensions and ar

If you receive paymentsticin cin IRA, request

Tax Topic Bulletin GIT-2, IRA Withdrawals, for
information on how to cal cul ate the taxabl e por-
tion of the withdrawal for your New Jersey
income tax return. For information on Roth
IRAS, request Technical Bulletin TB-44. Do not
use the methods described here for calculating
the taxable portion of awithdrawal from a
pension or annuity for an IRA Withdrawal.

Part-year Residents

Any person who became aresident of New
Jersey or who moved out of this State during the
year is considered a part-yoar resident. A part-
year resident filesa ! 2y income tax resi-
dent return which cc ie period of residence

in New Jers aports only the income he or
she earne dw lent here.
Part re nust pi exemptions,
d , credits and exclus ons (including the
peis on and other retirement iricome exclusions)
to reflect the period coveraed by th
Nonr esi S

nsion anc annuity income received by anon-

I lent for work pe
not taxable unde
X £ \f Oi

1ed in ivew Jersey is
Jersey Gross Income
-ome from New Jersey
sources oI annuity income, you need
not fileal ~isey nonresident return. How-
you liave other income from New Jersey
5 taxable to anonresident (e.g., wages,
businessincome, gain from sale of real property
in New Jersey), you are required to file a New
Jersey Income Tax Nonresident Return (Form
NJ-1040NR).

Withholding Tax and Estimated Tax
New Jersey residents who receive pension or
annuity income may request the payer to with-
hold New Jersey income tax from these pay-
ments. If you wish to have New Jersey income
tax withheld, complete Form NJ-W-4P, Certifi-
cate of Voluntary Withholding of New Jersey
Gross Income Tax From Pension and Annuity
Payments. Indicate the amount of tax to be with-
held and give it to the payer of the pension or
annuity.
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Federal civilian retirees can elect to have New
Jersey income tax withheld from their Federal
pension payments. Federal retirees wishing to
take advantage of this option should call the
Federal Office of Personnel Management, the
agency which oversees Federal pensions, at
1-800-409-6528. Voluntary New Jersey with-
holdings are also permitted for retirees from the
uniformed services.

Individuals who expect their New Jersey income
tax liability to be more than $400 after taking
into account all their exemptions, deductions,
credits and payments for the tax year ai

required to make quarterly estimated

ments. This requirement may affect tav S

who do not have New Jerse atax with-
held from their wages and/or penision, these who
are self-employed or 2whoseincome i
from sources suc o ¥ Cel
tal gains, which arc covered by g
tax. Use 1311040-ESto file estiriiaied
payment: Fo rmation on
estimated (2 payients, | Fax Tof

Bulletin Gi Estirnating [ncome Taxes.

Recor dkeep:

Keeping records vi!! help you prey com-
plete and accurate te 1 pay the correct
amount of New Jersey ( >ome from your
pension, annuity or IRA.

Contributions. It is very important to keep any
statements that show your contributions to your
pension, annuity or IRA. You will need this
information when you start to withdraw money
from the plan. Y ou may have to pay more tax if
you do not know the amount of your contribu-
tions on which New Jersey income tax has
already been paid.

I ncome Statements. Keep all the statements
from your pension, annuity or IRA showing the
amounts you have received from the plan. These
include Forms W-2P anc 1099-R.

=iS. Keep copies of
‘ied and the income tax

Tax Returnsand
the tax returns he

instruction 3 part of vour records. You
may need | on fro 'nor from
the ecls i theinstruc Jooklet to pre-
p< etax returns Thisinformationis aso
neccsary if you file e amended retur ies
of your retu nd other records G A
to your ¢ Jouse, Or the exec o
dministreior ar your estate.
Caleulatin ble Amount
Nsions ar nul dl into one of two cate-
gories: 1 utory or contributory. A non-
riisoneto which an individual

conirihute
' maac contributions, and a contributory
ne to which an individual has made con-
tricutions. The taxable amount you report on your
New Jersey income tax return will depend on
whether the pension or annuity payment came
from a contributory or a noncontributory plan.

Noncontributory Plans
Noncontributory plans do not require an em-
ployee to make contributions. Payments you
receive from such aplan are fully taxable be-
cause you have never paid tax on any of the
funds in the plan. Y ou will report on your New
Jersey income tax return the total amount of
pension or annuity shown on the Form 1099-R
you receive from the payer of the pension or
annuity.
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Contributory Plans Which Pension Method to Use
Contributory pension plans are structured in 1. Amount of pension you will re-
such away that an employee contributes money ceive during the first three years
at set intervals and collects an annual pension (36 months) from ‘e of the
upon retirement. In most cases, pension contri- first payment ... 1
butions are made through salary deduction and 2 Your cor o 10 the plan... 2
areincluded in the employee's gross income ' ‘ Y A
when the contributions are made. 3. Sug m 3.
_ ) ( If 0" orm ooth you
Thetotal value of the pension or annuity con- |your employer conirihuted to the
sists of your contributions, your employer’s plan, you may Lse the Thr esyesr Rule
contributions, if any, and earnings. Generally 1eth ’
your personal contributions to the pension or (b) lessthar “0,” or y Soyer
annuity are taxed when they are made. 11052 di _ontribute to the plan, you must use
contributions, once taxed, will not be the Genaral RuleMe hod.
again by New Jersey. Thus, the part of ISi
or annuity payment which re sarcium of
contributions which have already been tay “hreevear Ru ‘nod
should not be report vour New Jersey 'm Three-year Rule Method to
income tax retur: nts iveil deiermiric aw Jersey taxable pension
excess of vour previously-iaxed col in 2if:
are taxal ust be reporied. _ _
| u will receive an amount equal to or
Youmus: cetciinine the 10NOhpay’ greater than your pension and annuity con-
MENts you rECalve 1iom apension o annu tributions within three years (36 months)
which you have made confributions. For New, from the date you receive your first pay-
JErsey purposcs, you wiil Lse edner ree- ment from the plan, and
year Rule Method or the General thod
to determine the tevcabie ar ntax=bl e portions 2. Your employer contributed to the plan.
of your pension or aril ‘etermine which .
method you should use, ¢ .e the following When using the Three-year Rule Method, you
workshest. exclude pension and annuity payments from
_ _ gross income until the payments received equal
NOTE: If your retirement planisa401(k) Plan,  the amount you contributed to the plan. Until
review the information on Section that time, the amounts you receive, because they
401(k) Plans on page 7 before are considered contributions, are not taxable and
continuing. should not be reported on your New Jersey

return. Once you have received (recovered) an
amount equal to the amount you contributed to
the pension or annuity, all amounts you receive
are fully taxable.
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NOTE: The Three-year Rule Method has been
repealed for Federal income tax pur-
poses. If you recently retired, and are
using the Three-year Rule Method for
New Jersey income tax purposes, the
amount of taxable pension or annuity

2. Your employer did not contribute to the
plan.

When you use the Genera! Rule Method in the
first year, and every reafter, part of your
pension or annuity | will be excludable

you report on your New Jersey return (the portjon o ve disfri bution wh_i ch
will differ from the taxable amount on repr?en: butions) and part will be
your Federal return. taxahle. L neral f d Work-
st ' 10 determine the taxaole portion of
1sloNn or anniuity paymet io be entered
General Rule Method )é;y New Jarsey re ?y y
Y ou must use the General Rule Method to '
determine New Jersey taxable pension income Complel ksheet (he vear in | you
when: aceive yo st pension peyment ana keep the
1y i1l not all vour rksheet for your records. Oince you calculate
' Ol:\.’\g t.no reg:)r\]/_erth Derét the parcentage ou wiil use it to deter-
con ;Ih N ]!ons \f[\'r'] Ar;t Y nine thataxahle ar after year. Recal-
]TZ? 5) rOT, © (i) | eeaveyc ate tage only if your annual
ITSt paymen Pl pension | Jecrease.
~neral Rulc |\ eth or ksheet
1. Vour previously-taxed coniribu heplan.......... 1
2. Expected relrn on CONTract’ e 2.
3. Percenicne excludable :linelbyline?2)........... 3. %
4. Amount ISV ettt 4.
5. Amount excit (Multiply line4 by line 3) ............ 5.

6. Taxable amount (Subtract line 5 from line 4. Enter here
and on Line 19a, Form NJ-1040 or Line 41, Column A,

FOrm NJ-1040NR) ......ccceoeiveriniirienene

*The expected return on the contract is the amount receivable. If life expectancy isa
factor under your plan, Federal actuarial tables must be used to compute the
expected return. (The Federal actuarial tables are contained in the Internal Revenue
Service' s Publication 939, General Rule for Pensions and Annuities. Contact the
IRSto obtain a copy of this publication.) If life expectancy is not a factor under your
plan, the expected return is found by totaling the amounts to be received.
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Example

James Henderson retired and began to receive
an annual pension of $7,000. He contributed
$20,000 to his pension, and his employer also
contributed. James may use the Three-year Rule
Method to calculate the taxable amount of his
pension because the amount he will have
received after three years from the date of the
first payment ($21,000) exceeds the amount of
his contributions ($20,000) by $1,000 (seeline 3
of worksheet), and his employer also contrib-
uted to the plan.

Which Pension Method to |

1. Amount of pension you wi!! re-
ceive during the first thr
(36 months) from the daic of i

first payment............ .. 1 21000
2. Your contribt ola 0,00
3. Subtract line 21 line T ....... 00
@ | ‘0’ wore, and both you
a ur employe d to the
plan, you mey Lset hrec-yvear
M et
(b) If line & is'essthan “0, ployer
did not contribute (o the pl must use
the General Hule! od.
When using the Three-yec 2 Method, Mr.

Henderson will exclude the pension payments
he receives from his New Jersey gross income
until he has recovered an amount equal to his
contributions. Then his pension payments
become fully taxable.

Thus, in the first year he receives $7,000 and
reports $0 taxable pension on his New Jersey
return. In the second year he receives $7,000 and

reports $0 as taxable. In the third year he
receives $7,000 and reports $1,000 as taxable
pension on hisreturn. In the fourth year, and

every year thereafter, he must report $7,000 as

taxable.

Remember wi mipleiing your tax return that

the recov ascribhad ‘e beginswith

the daie of nensic . The“first

Ve ~onu year,” ete. rmay not correspond

wi ueginning oF the taxao e vear.

If atexpayer will not recover al pe

tributioi ree yea s (36 mon rom

he date oi iirst payment from the pian, or if
employer did not contribuie (o the plan, then

the General Rule must be used to deter-

nine thataxahle | pension for New
ey N X LI poses.

Thus, if Je lenderson’s contributions to his
) 1 plait were $20,000 and his annual pen-

ount $4,000, he would have to use the
Generd Rule Method because he would not
recover an amount equal to his contributions
within the first three years (36 months) after the
first payment. Using the General Rule Method
Worksheet, he would calculate the percentage of
his pension payment that is excludable from
New Jersey gross income each year.

Contributions Prior to Residence

Any contributions you made to a pension or
annuity before you moved to New Jersey are
treated in the same way as they would have been
treated if you wereliving in New Jersey at the
time you made the contributions. Contributions
to plans other than 401(k) Plans are considered
to have been previously taxed. Use the appro-
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priate method to determine the taxable amount
to report on your New Jersey return.

Section 401(k) Plans

Beginning on January 1, 1984, New Jersey’s
treatment of 401(k) Plan contributions changed.
After that date employee contributions to 401(k)
Plans were no longer included in taxable wages
when earned. If you made contributionsto a
401(k) Plan prior to January 1, 1984, your dis-
tribution will be treated differently than if al the
contributions were made after this date.

1. All contributions made after Janu 1,
1984. If all contributions to your 4(
were made after January 1, 1984, n f il
contributions were includc ross income
when they were made, unless the conti
tions exceeded the Fedaral e ective defe
limit. Asares tios heple
are fully taxable

2. Conti made before January 1,
1984. Anoulons K fan made
before January 1, 1924, 2inclucded |
employee < grossincome when they were
made. If you made conirihutl 1(k)
Plan before January 1, 1954, o de

contributions beyond th lera
will calculate the tc ion of your dis-
tribution by using eitric I'hree-year Rule
Method or the General Rule Method, which-
ever is appropriate.

ait, you

Section 457 Plans

If you participated in an eligible deferred com-
pensation plan of astate or local government or
tax-exempt organization (Section 457), your con-
tributions to the plan were included in your New
Jersey gross income when they were made. When

you retire, you will only be taxed on amounts you
receive in excess of those contributions.

Distributions of deferred pay are treated as

wages and should be d on Line 14, Form
NJ-1040 (or Line s A, Form
NJ-1040NR) re (o use the “ State wages’
figurefro form you recaive from your
Section 45 ‘hich i s will be
dif o the “Federal v S’ amount.
Diciributions received froma Scction 457 plan
by anonresident are not suhject to /
grossin and shou!d not be =d (on
ine34, C in B, Form N.J-1040NK), pro-
'ed such 1ncomeis part of & series of substan-

tially equal periodic
wently than anril

ents (ot less fre-
afor thelifeor life

ectanc 2| ‘ent (or thejoint lives or
joint life Yies of the recipient and the
de= gnated siciary of therecipient), or for a

of not lessthan 10 years, or if it is a pay-
ceived from aretirement benefit plan
after termination of employment.

Lump-Sum Distributions and
Rollovers

When you receive alump-sum distribution of
the entire balance from a qualified employee
pension, annuity, profit-sharing or other plan,
the amounts you receive which are in excess of
your previously-taxed contributions to the plan
must be included in income in the year you
receive them. New Jersey has no provisions for
income averaging of lump-sum distributions.

A lump-sum distribution, which you roll over
(transfer) into atraditional IRA or other éigible
plan, is excludable from New Jersey income if
the rollover qualifies for deferral for Federal
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income tax purposes. The amount rolled over
(minus previously taxed amounts) is taxable
later when it is withdrawn. As under Federal
law, the rollover must be made within the
60-day period after distribution. For more infor-
mation, request Tax Topic Bulletin GIT-2, IRA
Withdrawals.

If you convert atraditional IRA into a Roth IRA,
any amount from the existing IRA that would be
taxable if withdrawn must be included in your
gross income.

If you converted an existing IRA to arollover
Roth IRA during tax year 1998 and €l
spread the income over afour year pel

fourth of the amount taxable Tor New Jersey
purposes must be included i 0SS [ 1come
for tax year 2001. For more I1formetion oil Foth
IRAS, request Tec! lletin TR-44
Survivorsanca Eeneliciar |

General 1 and annuity Income recelvic
by asurvi r beneficie Ithe some
way as regllar pens on or annuily Income.
amounts rece ved, whether in the form of peri
odic payments or inaluimp sum, are 2to
the extent that they exceed the dec

previoudly-taxed conirihutions (o the plai.

Upon the death of the ¢ ‘he pension or
annuity, the amount paid to tie surviving bene-
ficiary is taxable to the extent that it exceeds the
surviving beneficiary’ s contribution to the plan.
The surviving beneficiary’ s contribution is
determined as follows:

1. Wherethe distribution to the surviving bene-
ficiary is subject to taxation by the New
Jersey Transfer Inheritance Tax Act,* the
contribution of the surviving beneficiary is

the value of the annuity, pension or retire-
ment benefits as determined for Transfer
Inheritance Tax purposes. The recipient can
exclude from gross income tax the amount
that represents t! ution, which isthe
value deternine ransfer Inheritance
Tax pur;

ited fr¢ sewho died

'y 1, 1¢ s not subject to

nsfers (o parents, arand-
-andchi!cre ce-

ar July Ve

*Prope

fter Ja

ritance tax.
parents, children ¢
deniswi Y] on oi
also | _Ct to inheritance tax. Contact
the Divi=ion’s Inheritance 1ax Section at
509-292-5023 for more intor iation.

? e the be receives benefits
wi t subject to Transfer Inheritance
“ax, isentitled to exclude from
1SS 1! ie the remaining previously-taxed

tributions of the decedent. If the

2dent’ s contributions to the plan have
aiready been recovered, all pension income
received by the beneficiary is taxable and
must be included in gross income.

| ncome Exclusions

New Jersey tax law provides three retirement
income exclusions to enable you to reduce your
taxable income: Pension Exclusion, Other Re-
tirement Income Exclusion and Specia Exclu-
sion. The exclusions are not a one-time benefit.
Y ou may use the exclusions on your New Jersey
income tax return every year you qualify. Both
residents and nonresidents may take advantage
of the retirement income exclusionsif they meet
the qualifications.
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Pension Exclusion

Taxpayers who qualify may exclude all or a part
of the income received during the year from tax-
able pensions, annuities and IRA withdrawals.
The exclusion amounts are being increased over
afour-year period which began in tax year 2000.

Filing Status
Married, Married, Single,
Tax Filing Filing Head of Household,
Year Jointly Separately  Qualifying Widow(er)
2000 | $12,500 | $ 6,250 $ 9,375 |
2001 15,000 7,500 11,250
2002 | 17,500 8,750 l
2003 | 20,000 10,000
and after
If you and/or your spouse are ears of age at the
end of the tax year an 1dia not usethe me
mum Pension Ex nt | iling
status, or you did not s the Pensian
because? 10t report any 11come O Lilic
193, Forr o LI 1 NJ-1040Ni
you may sii!| quaiy for ot lusions. !
Other Retirerent Incoie =xc s on, wihich fol
To qualify for New Jorsoy 1u-
sion you must be
1. 62 yearsof age or more he enc of the

taxable year (Dece
filers); or

2. Disabled as defined by Social Security
guidelines.

or calendar year

The Pension Exclusion amount you may claim
isthe lesser of:

1. Your actual taxable pension income; or
2. The Maximum Pension Exclusion amount
for your filing status.

The Pension Exclusion used can never be more
than your actual taxable pension income
amount. Remember, part-year residents must
prorate the Pension Exc!1ision amount by the
number of months a Jersey resident.
Request Tax Topic t i GIT-6, Part-year
Residents, f iniormation

On the res
pa N
ai i Line 19¢
Excius on amount on
able pensio me ant
subtracti nision Ex
Sident re Form NJ-1040NR, taxpayers
¥ only the net taxable amount on Line 41,
Column A, afte 19 the applicable
Yengion Exclusicl

irn (Fo 10), tax-

Al taxalk ision income
aalowable Pension

219Db, and th tax-

ton L St
son. G the non-

Cc

Locampl

John and ( Harris are both 63 years of age
rajoiint return. Their combined actual
pension income for tax year 2001 totals

$1/,000.

Actua Taxable Pension Income........ $17,000
Less: Applicable Pension Exclusion .. $15,000
Net Taxable Amount ............cceeeeeuneeee. $ 2,000

Example

Henry Norton is 59 years of age. Heissingle
and not disabled. He receives ataxable pension
of $7,000 and $303 of hisIRA withdrawal is
taxable.

Actua Taxable Pension Income........... $7,303
Less: Applicable Pension Exclusion...$ 0
Net Taxable AmMount .........cooeeeveeeeennen. $7,303

You must be 62 years old or disabled to claim
the Pension Exclusion.
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Example

Jack and Mary Miller file ajoint return and both
qualify for the Pension Exclusion. For tax year
2001 Mr. Miller receives an annual taxable pen-
sion of $16,500, and Mrs. Miller recelves a
$2,500 pension. She reports $0 as taxable income
this year because she is using the Three-year Rule
Method and is still recovering her contributions.

Actual Taxable Pension Income......... $16,500
Less: Applicable Pension Exclusion .. $15,000
Net Taxable Amount..........cccceeeeeeunee... $ 1,500

Only One Qualified Spouse
When you and your spouse file ajoint
and only one of you is 62 years old or ¢ sabied,

you may still claim the Max anslon Ex-
clusion amount. However, oily trie pensic
annuity or IRA with ) of the qualified

spouse may be e

Exampl¢

Ben and > filc irn for tax
year 2001 Vir. Lewisise ecelves atax-
able pensicn of $15,500. His wifeis 60 vea

old, not disab! &/, and receives @ taxal 2ANSICH
of $8,000.

Actua Taxable Pai 1 In D, $23,500

Less: Applicable Pens sion .. $15,000
Net Taxable Amount............. ..o $ 8,500
Example

George and Jane Adamsfile ajoint return.
George is 64 and receives taxable pension in-
come of $6,900. Janeis 61, not disabled, and
receives taxable pension income of $8,000.

Actual Taxable Pension Income......... $14,900
Less: Applicable Pension Exclusion..$ 6,900
Net Taxable Amount..........ccceeeveeunee... $ 8,000

n Exclusion amount
Ji spouse who is 62
‘0 use the balance of

Where the Maximurr
is not used, ataxpay
years of age 2a

the Pensi 110 exclude additional in-

come. e ictions her Retire-

m ne zxclusion, foli J.

Otihier Retirement Income

Exciusic

If you an " spouse are B2 years 0f age,
ou may be 2ble to exclude other types of in-

e (wages, (nierest, dividends, étc.) from your
tolal income. Tl tirement Income Ex-
'S 0N consisis ¢ _ments: (a) the un-

'me of your Pension Exclusion, and
() an ex Ji taxpayers who are unable to
receive Soci ol security or Railroad Retirement

. For purposes of this explanation we

v & to thefirst part (unclaimed portion of
Pension Exclusion) as the “ Other Retirement
Income Exclusion” and the second part (exclu-
sion for nonrecipients of Social Security or
Railroad Retirement benefits) as the “ Special
Exclusion.”

Both exclusions are claimed at the line on your
return labeed “ Other Retirement Income Exclu-
sion” (Line 28 of Form NJ-1040 or Line 14b,
Column A and Column B of Form NJ-1040NR).
Taxpayers who qualify may be able to claim both
the Other Retirement Income Exclusion and the
Specia Exclusion in addition to the Pension Ex-
clusion. To calculate the total exclusion amount
to which you are entitled, complete the Other
Retirement Income Exclusion Worksheet on

page 15.

10
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Unclaimed Pension Exclusion NoTE: If you did not use the Pension Exclu-

If you and/or your spouse did not claim the sion because you did not report any

Maximum Pension Exclusion amount to exclude taxable pension income on your return,

pension income, you may be able to use the un- you may still talce advantage of the

claimed portion of your Pension Exclusion to Other Retir ~ome Exclusion if

exclude other types of income (wages, interest, you meet ti lilcations.

dividends, etc.) on your return. Y ou may have

claimed less than the Maximum Pension Exclu- Example

sion amount because your actual taxable pension  Robert Bve yeAS O Jle. For tax

income was less than the Maximum Pension y %€ recelved a$3,000 faxable pension

Exclusion amount for your filing status, or an iied $3,000 & Pension el USi O His

because you did not report any taxable pensior incoine from wages, it profitsti S,

annuity or IRA withdrawal income on your distributive of parinershipine et

return. Dro rata < S corporeli on incomie toldl's

2,308. He cualifies for the Other Retirement

To qualify for the Other Retirement In: y me Exclus on.

Exclusion, you must satisfy hefallowing ‘

conditions: Naximum Pensic 0N e, $11,250

ss. Pensi ‘clusionclaimed....... $ 3,000

1. Youmust be £ of &ge or more; Unused | «Clusion......ccceunes $ 8,250
d Other Retirement Income Exclusion.. $ 8,250

2. Your fincome (total of: wages, 1

profi Sness, of tive share ol €

LindaMartin is over age 62 and her filing status

garm‘ INCOME, &1 N Pro & Siare OF - el of household. She received a pension but
COrporaiion incoma) i be $2,000 o
less: reported $0 as taxable pension income for tax
’ year 2001 because she is using the Three-year
an Rule Method and is still recovering her pension
3. Youdid not use the Maximum Fension contributions. Her income from wages, net prof-
Exclusion amour: 2ar 2001 its from business, distributive share of partner-
$15,000, $11,250, oi , depending on ship income, and net pro rata share of S corpora-
filing status). tion income totals $2,675. She qualifies for the

. Other Retirement Income Exclusion.
The dollar amount of the Other Retirement

Income Exclusion differs from taxpayer to tax- Maximum Pension Exclusion............. $11,250
payer, sinceit is the difference between your Less: Pension Exclusion claimed......$ 0
actual taxable pension income and the Maxi- Unused Pension Exclusion................. $11,250
mum Pension Exclusion amount for your filing Other Retirement Income Exclusion ... $11,250
status.

Rev. 12/01 11



Bulletin GIT-1

Example

Ann and Jim Anderson are both 63 years of age
and fileajoint return. The Andersons do not
have any pension income. Their joint income for
tax year 2001 from wages, business, distributive
share of partnership income, and net pro rata
share of S corporation income totals $1,872.
They qualify for the Other Retirement Income
Exclusion.

Maximum Pension Exclusion............. $15,000
Less. Pension Exclusion claimed....... $ 0
Unused Pension Exclusion................. $15,000
Other Retirement Income Exclusion.. $15 000
Example

Peter Johnson is 67 years ol ¢! hisfil
statusis married, filing sepa 1. Here
ceived $10,000 in tax=h'e peis on income |
tax year 2001 anc! 87,2 s Pension
Exclusion.

Maximu nExclusion ... $7,50
Less. Pel B Jon £7.500
Unused Pens on Exclusion ... ... $
Other Retirerment Income Exclusion.

Peter does not qualify for the Otl nent

Income Exclusiorn because the May | Pen-
sion Exclusion amot ) applied to his
pension.

Example

Arthur and Helen McCann file ajoint return for
tax year 2001. Both are over 62 years of age.
Mr. McCann has a taxable pension of $6,200
and he also earned $1,500 in net profits from his
business. Mrs. McCann had wages of $2,306
from her part-time job.

Maximum Pension Exclusion............. $15,000
Less: Pension Exclusion claimed....... $ 6,200
Unused Pension Exclusion................. $ 8,800
Other Retirement Incone Exclusion.. $ 0

The McCanns canri avantage of the
Other Retirer corne Exclusion even though
they did r Ar Maxir Pension
Exclusion¢ 10 bece joint income
fr S, e profitsfrom iness, distribu-
tiv e of partner=hip incorie and net pro
rata share of Scorporaiion incoine (s X
than $c.00¢

AVhen am
'V one spe
Exclusion that

d couplefiles @ | aint return, and
is62 yaarsold, any Pension

imed may be used as

Dther Retiremeri _xclusion provided

t (1) the eal e income (total of: wages,
net profi siness, distributive share of
pertnership incoime, and net pro rata share of S
tion income) is $3,000 or less and
( axclusion is applied only to theincome
of the qualified (62 year old) spouse.

Example

Martha (age 58) and Eric (age 63) Peterson file a
joint return for tax year 2001. Marthareceives a
taxable pension of $5,000 and Eric receives a
taxable pension of $3,000. Interest from their
joint savings account totals $4,000. Eric has
wages of $1,500 and Martha has wages of $500.

Maximum Pension Exclusion ............ $15,000
Less: Pension Exclusion claimed....... $ 3,000
Unused Pension Exclusion................. $12,000

Other Retirement Income Exclusion..$ 3,500

In this example, only $3,500 of the $12,000
unused Pension Exclusion may be utilized as
Other Retirement Income Exclusion. The Peter-

12
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Pensions and Annuities

sons' total income is $11,000 after Eric’s pen-
sion has been excluded. Only $3,500 of the total
income belongs to Eric, the spouse who is over
62 ($1,500 wages and $2,000 interest). The bal-
ance belongs to Martha ($500 wages, $2,000
interest, and $5,000 pension). Martha’sincome
cannot be excluded because she is not 62 years
old.

Special Exclusion

In addition to the Pension Exclusion and the
Other Retirement Income Exclusion, New
Jersey provides a Special Exclusion for those
taxpayers who are:

1. 62 yearsof age or more;

and
2. Unableto receive Sociel Security or Hal-
road Retiremer ~fits, but who wou
have been € ne &Y,
been covered by either progra
Y ou mug N NHTUM 0 nuarters witl
Social Security coverage gible to receiy
Socia Security benelits. If you worked the
required amount of time but contribu 1 the
Socia Security program [or lesc lar-
ters, you cannot icceive Social Sex enefits

and may be eligible Tor the sial Exclusion.

NOTE: Since most taxpcy vill receive
Social Security or Railroad Retirement
benefits, relatively few taxpayers are
entitled to the Special Exclusion.

The requirements for the Special Exclusion are
unrelated to those of the Pension and Other
Retirement Income Exclusions. If you qualify
for the Special Exclusion, you may claim this
benefit in addition to the Pension Exclusion and/

or Other Retirement Income Exclusion. Individ-
uals who have contributed to the Social Security
or Railroad Retirement funds so that they would
be eligible to recelve Social Security or Railroad
Retirement benefits ligible for the Spe-
cial Exclusion, rena i Whether they are
actually co!! ny benefits, Also, when a
joint retu [ one 5o s covered by
eithe St “urity © \road Retire-
i ami, neither spouse (< entitled to

cla ie Specia Exclusion.

Specia i

ymounts clepend-

hlefor
e followi
0 status:

Taxpay (=
may use
g on the !

Married, i
ad of Hot
Quialif LVITSISII(= o [T $6,000

eturn or

Ang
arrieq, filing separate return.... $3,000

i e Specia Exclusion is aso claimed on the
“Other Retirement Income Exclusion” line on
the return (Line 28, Form NJ-1040 or Line 14b,
Column A and Column B, Form NJ-1040NR).
The Specia Exclusion is added to any amount
of unclaimed Pension Exclusion to arrive at the
total for Line 28 or Line 14b. A married couple
filingjointly, if qualified, could exclude atotal
of $21,000 in tax year 2001.

When amarried couple filesjointly and only
one spouse is 62 or older, only the income of the
spouse who is 62 or older may be excluded.

Rev. 12/01
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Bulletin GIT-1

Example

Fred (age 65) and Clara (age 62) Smith are mar-
ried and file ajoint return for tax year 2001.
Their combined taxable pension incomeis
$9,000, joint interest is $6,000 and dividends are
$2,000. The Smiths had no wages, business
profits, partnership, or S corporation income.
They are not covered by either the Social Secu-
rity or Railroad Retirement programs, but they
would have been dligible for benefitsif they had
been enrolled in either plan.

Maximum Pension Exclusion............. $15,000
Less: Pension Exclusion claimed....... $ 9,000
Unused Pension Exclusion.................

Other Retirement Income Exclusion.. < JouU

Specia Exclusion............... .$ 6,000
In this situation the toial amount on the Ot
Retirement Incon N line (Line 28 o
Line 14b) is $12,0 tal 0 $6,0 el
portion ¢ fon bBxclusion and $6,0

cial Excl

Example

AgathaRelily issingic and cver age 65. She
contributed tc the Social Security pr for
over 30 years, but haschosen to ¢ Aving

Socia Security benciiisunii! age 7C

Agatha does not quality Jecial Exclu-
sion because she contributed (o the Social Secu-
rity fund so that she would be eligible to receive
Social Security, despite the fact that sheis not
actually collecting any benefits.

Other Retirement Income Exclusion
Wor ksheet

If you and/or your spouse are 62 years of age or
older, when you come to the line on your tax
return labeled “ Other Retirement Income Exclu-

sion” (Line 28 of Form NJ-1040 or Line 14b of
Form NJ-1040NR), complete the Other Retire-
ment Income Exclusion Worksheet to calculate
the total exclusion amouint vou are entitled to
claim here. Do not ¢ the worksheet
unless you (or your ¢ if you arefiling a

joint return r ol cer. You do not qualify

for the x the irement

Inco XC \forkshe > you are 62

y Jeor olc

Pari-year Residents. |7 you were a N sey

residei nart of rear, ag

olete the airement Income Exclusion
'orksheet. Instead, total the armount or earned

me (wages, net profitsfror business, part-

nership income,
xeaved fortheg

)oration income) you
s to determine whether

10t 'for tne exclusion. For more
informati st Tax Topic Bulletin GIT-6,
Pari-year Residents.

14
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Pensions and Annuities

Other Retirement Income Exclusion Wor ksheet* (tax year 2001)
Age Requirement: 62 or older

Part | 1. Wages. Enter the amount reported on Line 14, Form NJ-1040
(Line 34, Column A, FOrm NJ-1040NR)......cccocoeevierineenr e seesee e 1.
2. Net Profits From Business. Enter the amount reported on Line 17,
Form NJ-1040 (Line 37, Column A, Form NJ-1040NR) .......ccccoeeeei e 2.
3. Distributive Share of Partner ship |ncome. Enter the amount
on Line 20, Form NJ-1040 (Line 42, Column A, Form NJ-104CNE) ... 3.
4. Net proratashareof S Corporation Income. Enter th Nt reported
on Line 21, Form NJ-1040 (Line 43, Column A, For R)
5. Addlines1,2,3and4......ccccoeriivcrireeeiere e N A
STOP: If line5isMORE than $3,000........... Do not co rt 1l enter “0” on
line 9 and iewith Part
Ifline5is$3,0000r LESS.................. Continue with Part I1. .
Part Il 6. Enter: if your filing statusis.
$15,000 Married, filin t retus
$11,250 Single; Hea hold; Qualifying Widow(er)
$ 7,500 Married, filir ai FUNT e e
7. Pension Exclt Aimedl. Enter the amount from Line
NJ-1040 (Pens =) Jon used to celculate unt on Lin
Column A, Forin NJ1040NR) ., . ......... 7.
8. Sul 7 from line 6. Entei differc hei
ling rt ). If ze R ... ... 8.
Part I11 Slaii Pension Exclusion ((rom e 8) e 0.
Al e ouse, if filing jointly) riow receiving, or will you
(ana/or your se, il filing | er be eligible to receive Socia
Security or Rallroad Retiremerit (s?
] No — Continu item 1Ub
Yes— Ent ine 10 and continue with line 11
10b. Would vou ( /OUI se, if filing jointly) be receiving or ever be
eigit Socia Security or Railroad Retirement Benefitsif you
had parti either program?
O No-— Eriter “0” on line 10 and continue with line 11

O Y es— Enter on line 10 the amount of exclusion for your
filing status shown below and continue with line 11
Enter: if your filing statusis:
$6,000 Married, filing joint return; Head of Household;
Qualifying Widow(er)

$3,000 Single; Married, filing separate refurn...........ococeeeeverecnenenieen. 10.
11. Other Retirement Income Exclusion. Add lines9 and 10. Enter here and

on Form NJ-1040, Line 28 (or Form NJ-1040NR, Line 14b, Column A and

Column B). If the amount hereis zero, make no entry on Line 28, Form

* Part-year residents/part-year nonresidents do not complete this worksheet. See instructions.
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Bulletin GIT-1

Example

Harry Meehan is single and 66 years of age. He receives taxable pension income of $6,000 and uses
the Pension Exclusion to exclude this amount. Harry cannot receive Social Security, but he would
have been dligible for benefitsif he had been covered by the program. His other income includes:
$2,108 taxable interest, $981 dividends, $4,600 net profits from business, and $142 gambling win-
nings. Harry completes the Other Retirement Income Exclusion Worksheet a< fo!lows:

Other Retirement Income Exclusion Worksheet* (fax wJ1)
Age Requirement: 62 or older
Part | 1. Wages. Enter the amount reported on Line 14, Form NJ-1
(Line 34, Column A, Form NJ-1040NR) .................. .. 0
2. Net Profits From Business. Enter the amount rey Line 17,
Form NJ-1040 (Line 37, Column A, Form NJ-1040NE) e, 2. 4,600
3. Distributive Share of Partnership Income. Ente: amount reportec
on Line 20, Form NJ-1040 (Line 42, Column A, For! L1040NR) v 0
4. Net proratashareof SCorporation me. Enter norted ¢
Line 21, Form NJ-1040 (Lin Columi A, Form NJ-1040NE) e, . 4 0
5. AdAIINES L, 2, 3aN0 4 ...cei 5. 4,600
STOP: If line5is MORE than $3,000 - 0 dlete Part [1. Enter * 1 line © and conti with Part 1.
Ifline5is$3,000 or ! - Con JWith

Part |1 6. Enter: if you fus
$15,000 Married, filing joint rel
$11 e, Head of Househol d; Qualifying \Wide
$ , 1l N (= 1 PR TR 6.
7. Pens -xclu clain 2al t fr ne 190, ~orm NJ-1040
ansic clusion used to caicuidd Y0Ui , Col. A, Form NJ-1040NR).. 7.
actiine 7 2 6. Enter the difference don
lire art | ter N YT 8.

Part 111 Inclairmed Pension Exclt (frc ) e 0. 0
10a. ryou (and/or yo 0 iling jointly) now receiving, or will you (and/or your
spouss, if filing jainth ligible to receive Social Security or Railroad
Rel ant Be S?
tinue with item 10b

a x “0” on line 10 and continue with line 11
10b. Would you (a ur spouse, if filing jointly) be receiving or ever be eligible to
receive Social Security or Railroad Retirement Benefitsif you had participated in
either program?
a No — Enter “0” on line 10 and continue with line 11
Y es— Enter on line 10 the amount of exclusion for your
filing status shown below and continue with line 11
Enter: if your filing statusis:
$6,000 Married, filing joint return; Head of Household; Qualifying Widow(er)
$3,000 Single; Married, filing SEparate retUr..........coevvereeerenenese e 10. 3,000
11. Other Retirement Income Exclusion. Add lines 9 and 10. Enter here and on Form
NJ-1040, Line 28 (or Form NJ-1040NR, Line 14b, Column A and Column B). If the
amount hereis zero, make no entry on Line 28, FOrm NJ-1040...........cccennineneninenenenens 11. 3,000

*Part-year residents/part-year nonresidents do not complete this worksheet. See instructions.
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Pensions and Annuities

Harry did not claim the Maximum Pension Exclusion amount for hisfiling status ($11,250). He used
only $6,000 to exclude his taxable pension. He cannot use the unclaimed portion of the Pension Ex-
clusion ($5,250) to exclude other income shown on his return because his earned income (line 5 of
Worksheet) is more than $3,000. However, he is still entitled to claim the Special Exclusion ($3,000).

The income section of Harry Meehan’s New Jersey resident return for tax year 2001 looks like this:

FORM NJ-1040

14. Wages, salaries, tips, and other employee compensation (Enclose W-2)..........ccccceeueuene

14
— —
\| e
15b. Tax exempt interest income 15b
DO NOT include on Line 15a - = —
16.  DIVIAENAS.......ocoiiiiiiiii e 5

15a. Taxable iNterest iNCOME ..ottt

17.  Net profits from business (Enclose copy of Federal Sch

1 T
18.  Net gains or income from disposition of property (Schedule B, Line 4) ... ... 18 A‘ ‘ |_ |
i —
19 Pensions, a. Taxable Amount 6510 \
" Annuities - Taxable Amount (REEEECEER, .. .- 1 | -

U
— 1 N
and IRA . . r —I
b. Less N.J. Pension SION .ttt J_ C 0
Withdrawals L —
c oM LINe 198 19¢ |
— =
20. Distribu f Partri Incon Ye instructions) ... 20 |
21. Netproi rec orai 11007 (1] =) RS | 21
22. Netgainorin from rents, ias, p & COPYITNTIE e 22
(Schedule C, L
23, Net GAMDING Wirli1108 woceersees - eree o etetensessessnsnsnsesnsns 23 1{4(2||0|0
24. Alimony and separate 1t ance WS FECEIVE e 24
25.  Other (S€€ INSIIUCHONS)...c..coivie i et st 25
. Total Income ines 14, 15a, 16, 17, 18, 19c, 20, 21, 22, 23, 24, and 25) .........c....... 26
26. Totall Add Lines 14, 15a, 16, 17, 18, 19¢, 20, 21, 22, 23, 24, and 2 7(18(3[1(]|0]|0
7. Total Income (From LiNE 26, PAGE 1) ..c.eeeiiriririiiiiiieniesie ettt 27
27. Totall From Line 26, page 1 7(18(3[1(]|0]|0
28. Other Retirement Income Exclusion (See Worksheet and instructions) ............cccccceveenee. 28 3 0 0 0 . 0 0
. New Jersey Gross Income (Subtract Line TOM LiN€ 27) wviiviiiiieiieieieeee s 29
29 G Subtract Line 28 from Line 2 4118|3(1]|0|0

See instructions.
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Bulletin GIT-1

Example

George (age 69) and Louise (age 65) Pell are married and file ajoint return. Both receive Social
Security. Their combined taxable pension income is $8,414 and they use the Pension Exclusion to
exclude the entire amount on their return. They also receive $11,800 taxable interest, $950 wages,
$915 dividends, and $850 in net pro rata share of S corporation income. The Pells complete the Other
Retirement Income Exclusion Worksheet as follows:

Other Retirement Income Exclusion Worksheet* (tax J01)
Age Requirement: 62 or older
Part | 1. Wages. Enter the amount reported on Line 14, Form NJ-1
(Line 34, Column A, Form NJ-1040NR) ........c........ U ... 950
2. Net Profits From Business. Enter the amount rey Line 17,
Form NJ-1040 (Line 37, Column A, FOrm NJ-1040NE) i, 2. 0
3. Distributive Share of Partnership Income. Entel amount reportec
on Line 20, Form NJ-1040 (Line 42, Column A, Form N21040MNR) e, 0
4. Net proratashareof S Corporation me. Enter t norted ¢
Line 21, Form NJ-1040 (Lin Columi Form NJ-1040NE) e w4 850
B A INES L, 2,3 AN0 4 ..o e 5. 1,800
STOP: If line5is MORE than $3,000 — ot lete Part 11, Enter 1line © and conti with Part 111.
If line5is$3,000 or ! - Continuawith Part .
Part Il 6. Enter: if you g statusi
$15,000 Married, filing joint ret
$11 te; | I of Househo Jualifyii 'ido\
$ d, fi = (0 P eSO 6. 15,000
7. Pension Exclus claiin 2a t fr e 190, Form NJ-1040
aNSsiCl clus on used to caicuial 10U , Col. A, Form NJ-1040NR).. 7. 8,414
act line 7 > 6. Enter the difference don
line art | ter I e ere s rarererernernas 8. 6,586
Part 111 Inclair Yension Excl (fro 3) tret et nares 0. 6,586
10a. 2 you (and/or yo C iling jointly) now receiving, or will you (and/or your
spousa, if fili Jintiy ligible to receive Socia Security or Railroad
Rel ant Be S?
a finue with item 10b
x “0” on line 10 and continue with line 11

10b. Would you (and your spouse, if filing jointly) be receiving or ever be éligible to
receive Social Security or Railroad Retirement Benefitsif you had participated in
either program?
a No — Enter “0” on line 10 and continue with line 11
O Y es— Enter on line 10 the amount of exclusion for your
filing status shown below and continue with line 11
Enter: if your filing statusis:
$6,000 Married, filing joint return; Head of Household; Qualifying Widow(er)
$3,000 Single; Married, filing SEparate retUrn..........cceeveerveieesesesesesese e 10. 0
11. Other Retirement Income Exclusion. Add lines 9 and 10. Enter here and on Form
NJ-1040, Line 28 (or Form NJ1040NR, Line 14b, Column A and Column B). If the
amount here is zero, make no entry on Line 28, FOrm NJ-1040..........ccccovvevveevreeerinenn 11. 6,586

*Part-year residents/part-year nonresidents do not complete this worksheet. See instructions.

18 Rev. 12/01



Pensions and Annuities

The Pells complete the income section of their New Jersey resident return for tax year 2001 like this:

FORM NJ-1040

14. Wages, salaries, tips, and other employee compensation (Enclose W-2).............cccccce... 14 . ’ J_ 915|0 0|0
T 1 |
15a. Taxable iNtEreSt iNCOME .......c.oiiiiiiii ettt saean 15a . 8 0 0 . 0 0
15b. Tax exempt interest income 15b I R L J
DO NOT include on Line 15a " "L S T |
16, DIVIBENGS ..coveeeseeeeeeees s eseees e esseees e see et eseee oo ) 5100
ividends 6) "
- T T P—
17.  Net profits from business (Enclose copy of Federal Schedule C, Form 1040).... | | L | .
. o
T T 1T —I_
18. Net gains or income from disposition of property (Schedule B, Line 4) ....................... 18 . .
— L1 1
1g, Fensions, Taxable Amount Received ) | ¢ 1110 ]
" Annuities a. Taxable Amount Received.............. 19a | pilf
and IRA
b. Less N.J. Pension Exclusion...... 8 |_ ] | 41100 |
Withdrawals — " L | I_ - .
c. Subtract Line 19b f 2198 oo, 19¢ | . I .
T =
20. Distributive Share of Partnership Incon 2 e ONS) . 3 L .
— 1
. et pro rata share ¢ “ome 1S) e s Lz
21. N hare of ) 8(5(0(|0(0
22. Netgainc > from re: alties, | 5 & COPYNONIS e 22 | .
(Schedt . .
23.  Net Gambling WINNINGS ..ie..eeeiieeeiieeeieeeiieeeiiseeeastieesseeesesiontieesssesssssesssseesioseessseness | 23 .
24.  Alimony an rate mai cep NS reCeIVEed ... 24 .
25. Other (See insti = T SO 25 .
26. Total Income (Add Lin 15a, 1€ 8, 19¢ 22,23, 24, and 25) ................ 26 . 114]15|1|5](0|0
27. Total Income (From Line 26, PAgE 1) eooeriiiiieeeeere e 27 1 4 5 1 5 . 0 0
28. Other Retirement Income Exclusion (See Worksheet and instructions) .............cccccevenne 28 6 5 8 6 0 O
29. New Jersey Gross Income (Subtract Line 28 from Line 27) ..........coooeieiiiciciiiciciee 29 . 7 . 91219 0|0
See instructions.
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Bulletin GIT-1

Example

Mary and Pete Corcoran are married and file ajoint return. Both are 70 years of age. Their joint income
consists of $19,806 in Socia Security benefits, $8,039 taxable interest, $5,000 tax exempt interest, $800
in gambling winnings, $1,500 in partnership income, $1,000 in net pro rata share of S corporation in-
come, and $98,607 net gain from the sale of their vacation home. Neither spouse receives apension. The
Corcorans complete the Other Retirement Income Exclusion Worksheet asfoll«

Other Retirement Income Exclusion Worksheet* (tax J01)
Age Requirement: 62 or older
Part | 1. Wages. Enter the amount reported on Line 14, Form NJ-1
(Line 34, Column A, Form NJ-1040NR) ........c........ U ... 0
2. Net Profits From Business. Enter the amount rey Line 17,
Form NJ-1040 (Line 37, Column A, FOrm NJ-2040NE) e, 2. 0
3. Distributive Share of Partnership Income. Entel amount reportec
on Line 20, Form NJ-1040 (Line 42, Column A, Form N21040MNR) e, 0
4. Net proratashareof S Corporation me. Enter t norted ¢
Line 21, Form NJ-1040 (Lin Columi Form NJ-1040NE) e w4 1,000
B A INES L, 2,3 AN0 4 ..o e 5. 2,500
STOP: If line5is MORE than $3,000 — ot lete Part 11, Enter 1line © and conti with Part 111.
If line5is$3,000 or ! - Continuawith Part .
Part Il 6. Enter: if you g statusi
$15,000 Married, filing joint ret
$11 le; iHead of Househald; Qualifying Wido
$7, d, fi = 0 P O eSO 6. 15,000
7. Pension Exclus claiin 2a t fr e 190, Form NJ-1040
>ansicon Exclus on used to calculele amou , Col. A, Form NJ-1040NR).. 7. 0
act line 7 > 6. Enter the difference don
line art | ter I e ere s rarererernernas 8. 15,000
Part 111 Inclair Yension Excl (fro 3) eereeeer e e e 0. 15,000
10a. 2 you (and/or yo C iling jointly) now receiving, or will you (and/or your
spousa, if fili Jintiy ligible to receive Socia Security or Railroad
Rel ant Be S?
a finue with item 10b
x “0” on line 10 and continue with line 11

10b. Would you (and your spouse, if filing jointly) be receiving or ever be éligible to
receive Social Security or Railroad Retirement Benefitsif you had participated in
either program?
a No — Enter “0” on line 10 and continue with line 11
O Y es— Enter on line 10 the amount of exclusion for your
filing status shown below and continue with line 11
Enter: if your filing statusis:
$6,000 Married, filing joint return; Head of Household; Qualifying Widow(er)
$3,000 Single; Married, filing Separate return...........ccoeeeeeeeeerenie e 10. 0
11. Other Retirement Income Exclusion. Add lines 9 and 10. Enter here and on Form
NJ-1040, Line 28 (or Form NJ1040NR, Line 14b, Column A and Column B). If the
amount here is zero, make no entry on Line 28, FOrm NJ-1040..........ccccovvevveevreeerinenn 11. 15,000

*Part-year residents/part-year nonresidents do not complete this worksheet. See instructions.
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The Corcorans complete the income section of their New Jersey resident return for tax year 2001 like
this:

FORM NJ-1040

N
14. Wages, salaries, tips, and other employee compensation (Enclose W-2).............cccccc.c.. 14 ’ J_
i .
15a. Taxable interest i i | 31 9
a. Taxable iNEreSt INCOME ........ccciiiiiiiieee ettt seesee e 15¢
1 g "

H
g

h
]

(e}
-
S
|

o

15b. Tax exempt interest income
DO NOT include on Line 15a

al
B B 1LY o 1= g To USSR 16 J. | J-
T T 7 I__ Bl
17.  Net profits from business (Enclose copy of Federal Schedule C, For: 10) FEUUT
s 1

18. Net gains or income from disposition of property (Sch A) e [18 | _]. 9 8 | ) 0 / | 0 0
Pensions, ] —| | B
19. Annuities a. Taxable Amount Re 1o DUR a _ | a
and IRA | —‘ 1
b. Less N.J. Pension Exclusion ... )
Withdrawals I — R — J—l_ —I
c. S b fro 2198 |2 | . .
20. Distributive Share of Pa ip Inc See INSructions) ..., rzo | . 1 . 5 0 0 . 0 0
21. Netpro Corpo In See instructions) ... 21 . 1 . O 0 O . 0 O
22. Netgainoi 2 from re altie 5 & Co S e 22 .
(Schedule C 3) - -
23. Net Gambling AGS e Y W S 23 . . 8 0 O . 0 O
24.  Alimony and separal rtenance ents received ............ccevevciiniiiin e 24 . . .
25.  Other (See iNStrUCHONS)........ e 25 . . .
26. Total Income (Add Lines 14, 15a, 16, 17, i8, 19¢, 20, 21, 22, 23, 24, and 25) ................. 26 11(0(9(|9|4|6||0]|0
27. Total Income (From Line 26, PAge 1) ......ccccoiiiiiiiiiiiree e 27 . 1 0 9 . 9 4 6 . 0 0
28. Other Retirement Income Exclusion (See Worksheet and instructions) .............cccccevenne 28 1 5 . 0 O O . 0 O
29. New Jersey Gross Income (Subtract Line 28 from Line 27) ..........coooeiiiiiiiciiiciciee 29 . 914 . 9146 . 0|0

See instructions.
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Bulletin GIT-1

Example

Herbert (age 66) and Marion (age 63) Green live in Nyack, New Y ork. They are married and filea
joint return. Herbert is retired and received Socia Security benefits of $12,478 and taxable annuity
income of $9,624. They a so received $3,600 taxable interest and $7,100 in dividends. Marion Green
worksin Englewood, New Jersey and earned wages of $2,836. The Greens complete the Other Retire-
ment Income Exclusion Worksheet as follows:

Other Retirement Income Exclusion Worksheet* (tax J01)
Age Requirement: 62 or older
Part | 1. Wages. Enter the amount reported on Line 14, Form NJ-1
(Line 34, Column A, Form NJ-1040NR) .................. U ... 2,836
2. Net Profits From Business. Enter the amount rey Line 17,
Form NJ-1040 (Line 37, Column A, FOrm NJ-1040NE) i, 2. 0
3. Distributive Share of Partnership Income. Entel amount reportec
on Line 20, Form NJ-1040 (Line 42, Column A, Form N21040MNR) e, 0
4. Net proratashareof S Corporation me. Enter t norted ¢
Line 21, Form NJ-1040 (Lin Columi Form NJ-1040NE) e w4 0
B A INES L, 2,3 AN0 4 ..o e 5. 2,836
STOP: If line5is MORE than $3,000 — ot lete Part 11, Enter 1line © and conti with Part 111.
If line5is$3,000 or ! - Continuawith Part .
Part Il 6. Enter: if you g statusi
$15,000 Married, filing joint ret
$11 le; iHead of Househald; Qualifying Wido
$ d, fi = 0 P O eSO 6. 15,000
7. Pension Exclus claiin 2a t fr e 190, Form NJ-1040
aNSsiCl clus on used to caicuial 10U , Col. A, Form NJ-1040NR).. 7. 9,624
act line 7 > 6. Enter the difference don
line art | ter I e ere s rarererernernas 8. 5,376
Part 111 Inclair Yension Excl (fro 3) tret et nares 0. 5,376
10a. 2 you (and/or yo C iling jointly) now receiving, or will you (and/or your
spousa, if fili Jintiy ligible to receive Socia Security or Railroad
Rel ant Be S?
a finue with item 10b
x “0” on line 10 and continue with line 11

10b. Would you (and your spouse, if filing jointly) be receiving or ever be éligible to
receive Social Security or Railroad Retirement Benefitsif you had participated in
either program?
a No — Enter “0” on line 10 and continue with line 11
O Y es— Enter on line 10 the amount of exclusion for your
filing status shown below and continue with line 11
Enter: if your filing statusis:
$6,000 Married, filing joint return; Head of Household; Qualifying Widow(er)
$3,000 Single; Married, filing Separate return...........ccoeeeeeeeeerenie e 10. 0
11. Other Retirement Income Exclusion. Add lines 9 and 10. Enter here and on Form
NJ-1040, Line 28 (or Form NJ1040NR, Line 14b, Column A and Column B). If the
amount here is zero, make no entry on Line 28, FOrm NJ-1040..........ccccovvevveevreeerinenn 11. 5,376

*Part-year residents/part-year nonresidents do not complete this worksheet. See instructions.
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Pensions and Annuities

The Greens complete Part | and Lines 14a—14c of their New Jersey nonresident return for tax year
2001 asfollows:

FORM NJ-1040NR

. . . | (Column B)
Net losses in one category cannot be applied against A OF AMOUNT EROM
SYN-SBl TOTAL INCOME incom‘e in e}nother. In case of a net loss in any category. 20: COME NEW JERSEY
enter izeroi for that category. R\ -RE) SOURCES
34. | Wages, salaries, tips, and other employee compensation........................... 2,83¢ I 2,836
35. | Interest m 0
36. 36 | 100 0
37. | Net profits from business (Attach copy of Federal Schedule C, Form 1040)........... 37
38. | Net gains or income from disposition of property (From Line 50)............... vee |8 B
39. | Net gains or income from rents, royalties, patents, and coj its (From Lin | ]
40. [ Net Gambling WINNINGS ........ueeiiiiiiaieee e e e
41. | Pensions, Annuities and IRA Withdrawals, Le ay Ex Mot |1 ‘g
42. | Distributive Share of Partnership InCOmMe ... I
43. | Net pro rata share of S Corporatt M1 ettt 4 v
44. | Alimony and separate maintena IS rec o TR U 444_
45. | Other6State Nature and SOUICE ... oo e .
46. | TOTAL INCOME (A 1 thru (Enter here an Line 14& el A 13,536 2,836
) A - (Column A) (Column B)
NOTE: Incorn clusi computea by c< ting AMOUNT OF GROSS AMOUNT EROM
-\ - INCOME (EVERYWHERE) [NEW JERSEY SOURCES
14a.| Total Ir (Froi 46, W 14a 13,536 14a 2,836
14b. Other Retiremant Income Exclusion (See V hee tions)........ 14b 5,376 14b 5,376
14c.| Gross Incoi subtract L 4b | iNe14a) .....cccvvviiiiiiiiie e 14c 8,160 14c 0

Rev. 12/01 23



Taxpayers Bill of Rights
The New Jersey Taxpayers Bill of Rights ensures that taxpayers are accorded
fair and equitable treatment and receive the information and assistance they need
to understand and meet their State tax responsibilities. To find out more, contact
the Division of Taxation.

For Morelnformation

For more information on pensions and annuities, cont Divison's Customer
Service Center at 609-292-6400, e-mail us at taxation@ fj.us, o)
NEw JERSEY Divig! TION

TECHNICAL SERVICES
INFORMATION AND PUBL TIONS BRANCH

PO Box 2
TRENTON NJ 08695-0281
Many State tax forms and put re | available, both by fax and through the

World Wide Web. Cal! NJ Tax dl 009-32¢-4500 from your fax machine' ¢ phone or
access the Division’ hage ol http://www.staten).ughti ‘ation/
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