Nonresident Return Income Percentage
TB-38 – Issued June 9, 1995
Tax: Gross Income Tax
For tax years 1993 and thereafter, nonresidents must first calculate Gross Income Tax as if they
were New Jersey residents; that is, compute the tax on their income from all sources after
subtracting allowable exemptions and deductions. The tax is then multiplied by the income
percentage that results from dividing the taxpayer’s income from New Jersey sources by income
from all sources.
In other words:

Tax on Income Everywhere

New Jersey Source Income
x
Income Everywhere
=

New Jersey Tax

There are no provisions in the law (P.L. 1993, c. 178) indicating that the treatment should be
different when New Jersey source income is greater than income from everywhere. Nonresident
taxpayers are required to use the percentage that results from dividing income from all sources
into New Jersey source income, regardless of the fact that the percentage may exceed 100%.
Example:
In 1993, a nonresident taxpayer realizes a gain from the sale of real property in New Jersey of
$50,000. In the same year, this nonresident sells a piece of property in New York but has a
$50,000 loss. The taxpayer also has $10,000 of dividend income. Since the taxpayer completes
Column A of Form NJ-1040NR as if he/she were a New Jersey resident, his/her total income
from everywhere would be $10,000 because the $50,000 property loss offsets the $50,000 gain.
The amount in Column B (income from New Jersey sources) would still be $50,000. The taxpayer
in this example calculates New Jersey tax as follows:
Gross Income from Everywhere $10,000
Personal Exemptions
- 1,000
Taxable Income from Everywhere $9,000
Applicable Tax Bracket (1993)
x 2%
Tax on Income from Everywhere $180

New Jersey Tax

$180

x

$50,000
$10,000

=

$ 900

For tax years prior to 1993, nonresident taxpayers used the income percentage that resulted
from dividing New Jersey source income by income from everywhere to limit the amount of
exemptions and deductions that could be subtracted from New Jersey source income. For tax
years 1993 and thereafter, the income percentage is used to prorate the amount of tax on
income from all sources to determine a nonresident taxpayer’s New Jersey income tax liability.
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Note: A Technical Bulletin is an informational document designed to provide guidance on a
topic of interest to taxpayers and describe changes to the law, regulations, or Division policies. It
is accurate as of the date issued. However, taxpayers should be aware that subsequent changes
in the tax law or its interpretation may affect the accuracy of a Technical Bulletin. The
information provided in this document does not cover every situation and is not intended to
replace the law or change its meaning.

Page 2

