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 EXPLANATION – Matter enclosed in bold-faced brackets [thus] in the above bill is 

not enacted and is intended to be omitted in the law. 

 

 Matter underlined thus is new matter 

 Matter enclosed in superscript numerals has been adopted as follows: 

 1Senate SBA committee amendments adopted November 8, 2021. 

 2Assembly floor amendments adopted December 2, 2021. 

 

1 

§2 

Note 

 

P.L. 2021, CHAPTER 308, approved December 3, 2021 

Senate, No. 4065 (Second Reprint) 

 

 

AN ACT concerning the gross income tax credit for child and 1 

dependent care expenses 2
[

1
[,] and1

] ,2 amending 2
[

1and 2 

supplementing1
]

2 P.L.2018, c.45. 3 

 4 

 BE IT ENACTED by the Senate and General Assembly of the State 5 

of New Jersey: 6 

 7 

 1
[1.  Section 5 of P.L.2018, c.45 (C.54A:4-17) is amended to 8 

read as follows: 9 

 5. a.  A resident taxpayer with New Jersey taxable income of 10 

[$60,000] $150,000 or less who is allowed a credit for expenses for 11 

household and dependent care services for federal income tax 12 

purposes pursuant to section 21 of the Internal Revenue Code (26 13 

U.S.C. s.21) shall be allowed a credit against the tax otherwise due 14 

pursuant to the "New Jersey Gross Income Tax Act," N.J.S.54A:1-1 15 

et seq.  The credit shall be in an amount equal to a percentage of the 16 

credit allowed the taxpayer for federal income tax purposes for the 17 

taxable year, according to the following schedule: 18 

 19 

NJ taxable income is:    Amount of NJ credit is: 20 

[Not over $20,000    50% of federal credit 21 

over $20,000 but not over $30,000  40% of federal credit 22 

over $30,000 but not over $40,000  30% of federal credit 23 

over $40,000 but not over $50,000  20% of federal credit 24 

over $50,000 but not over $60,000  10% of federal credit.] 25 

 26 

Not over $30,000    50% of federal credit 27 

over $30,000 but not over $60,000  40% of federal credit 28 

over $60,000 but not over $90,000  30% of federal credit 29 

over $90,000 but not over $120,000  20% of federal credit 30 

over $120,000 but not over $150,000 10% of federal credit. 31 

 32 

[The credit allowed by this section for a taxable year shall not 33 

exceed $500 for employment-related expenses paid by the taxpayer 34 

for one qualifying individual and $1,000 for employment-related 35 

expenses paid by the taxpayer for two or more qualifying 36 

individuals.]  The [$60,000] $150,000 income limit set forth in this 37 

subsection shall apply to taxpayers of any filing status. 38 
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 b. [A credit allowed pursuant to this section shall not reduce 1 

the tax liability otherwise due pursuant to N.J.S.54A:1-1 et seq. for 2 

a taxable year to an amount less than zero.] If the amount of the 3 

credit allowed pursuant to this section exceeds the amount of gross 4 

income tax otherwise due pursuant to the "New Jersey Gross 5 

Income Tax Act," N.J.S.54A:1-1 et seq., the amount of excess shall 6 

be treated as a refundable overpayment.  The Director of the 7 

Division of Taxation shall determine the order of priority of the 8 

application of the credit allowed pursuant to this section and any 9 

other credits allowed by law. 10 

 c. Married couples shall file a joint return in order to claim the 11 

credit provided by this section.  A taxpayer eligible to receive a 12 

credit pursuant to paragraph (3) or (4) of subsection (e) of section 13 

21 of the federal Internal Revenue Code (26 U.S.C. s.21) shall be 14 

eligible for the credit provided by this section, provided the 15 

taxpayer satisfies the income limit set forth in subsection a. of this 16 

section. 17 

 d. In the case of a part-year resident claimant, the amount of 18 

the credit allowed pursuant to this section shall be pro-rated, based 19 

upon that proportion which the total number of months of the 20 

claimant's residency in the taxable year bears to 12 in that period. 21 

For this purpose, 15 days or more shall constitute a month. 22 

(cf: P.L.2018, c.45, s.5)]1 23 

 24 

 11. Section 5 of P.L.2018, c.45 (C.54A:4-17) is amended to read 25 

as follows: 26 

 5. a.  2[[A] For taxable years beginning on or after January 1, 27 

2018 but before January 1, 2021, and for taxable years beginning on 28 

or after January 1, 2022, a] A2 resident taxpayer with New Jersey 29 

taxable income of 2
[$60,000] $150,0002 or less who is allowed a 30 

credit for expenses for household and dependent care services for 31 

federal income tax purposes pursuant to section 21 of the Internal 32 

Revenue Code (26 U.S.C. s.21) shall be allowed a credit against the 33 

tax otherwise due pursuant to the “New Jersey Gross Income Tax 34 

Act,” N.J.S.54A:1-1 et seq.  The credit shall be in an amount equal 35 

to a percentage of the credit allowed the taxpayer for federal income 36 

tax purposes for the taxable year, according to the following 37 

schedule:  38 

 39 

NJ taxable income is:    Amount of NJ credit is: 40 
2
[Not over $20,000     50% of federal credit 41 

over $20,000 but not over $30,000  40% of federal credit  42 

over $30,000 but not over $40,000  30% of federal credit 43 

over $40,000 but not over $50,000   20% of federal credit 44 

over $50,000 but not over $60,000   10% of federal credit.] 45 

 46 

Not over $30,000    50% of federal credit 47 

over $30,000 but not over $60,000  40% of federal credit 48 
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over $60,000 but not over $90,000  30% of federal credit 1 

over $90,000 but not over $120,000  20% of federal credit 2 

over $120,000 but not over $150,000  10% of federal 3 

credit.2 4 
2
[The credit allowed by this section for a taxable year shall not 5 

exceed $500 for employment-related expenses paid by the taxpayer 6 

for one qualifying individual and $1,000 for employment-related 7 

expenses paid by the taxpayer for two or more qualifying 8 

individuals.]2 The 2
[$60,000] $150,0002 income limit set forth in 9 

this subsection shall apply to taxpayers of any filing status. 10 

 b. 2
[A credit allowed pursuant to this section shall not reduce 11 

the tax liability otherwise due pursuant to N.J.S.54A:1-1 et seq. for 12 

a taxable year to an amount less than zero.] If the amount of the 13 

credit allowed pursuant to this section exceeds the amount of gross 14 

income tax otherwise due pursuant to the "New Jersey Gross 15 

Income Tax Act," N.J.S.54A:1-1 et seq., the amount of excess shall 16 

be treated as a refundable overpayment.2 17 

 c. Married couples shall file a joint return in order to claim the 18 

credit provided by this section.  A taxpayer eligible to receive a 19 

credit pursuant to paragraph (3) or (4) of subsection (e) of section 20 

21 of the federal Internal Revenue Code (26 U.S.C. s.21) shall be 21 

eligible for the credit provided by this section, provided the 22 

taxpayer satisfies the income limit set forth in subsection a. of this 23 

section. 24 

 d. In the case of a part-year resident claimant, the amount of 25 

the credit allowed pursuant to this section shall be pro-rated, based 26 

upon that proportion which the total number of months of the 27 

claimant's residency in the taxable year bears to 12 in that period. 28 

For this purpose, 15 days or more shall constitute a month.1 29 

(cf: P.L.2018, c.45, s.5) 30 

 31 

 2
[

12.  (New section) a.  For the taxable year beginning on 32 

January 1, 2021, a resident taxpayer with New Jersey taxable 33 

income of $150,000 or less who is allowed a credit for expenses for 34 

household and dependent care services for federal income tax 35 

purposes pursuant to section 21 of the Internal Revenue Code (26 36 

U.S.C. s.21) shall be allowed a credit against the tax otherwise due 37 

pursuant to the “New Jersey Gross Income Tax Act,” N.J.S.54A:1-1 38 

et seq.  The credit shall be in an amount equal to a percentage of the 39 

credit allowed the taxpayer for federal income tax purposes for the 40 

taxable year, according to the following schedule:  41 

 42 

NJ taxable income is:    Amount of NJ credit is: 43 

 44 

Not over $30,000     50% of federal credit 45 

over $30,000 but not over $60,000  40% of federal credit  46 

over $60,000 but not over $90,000  30% of federal credit 47 

over $90,000 but not over $120,000  20% of federal credit 48 
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over $120,000 but not over $150,000  10% of federal credit. 1 

 2 

The $150,000 income limit set forth in this subsection shall apply to 3 

taxpayers of any filing status. 4 

 b. If the amount of the credit allowed pursuant to this section 5 

exceeds the amount of gross income tax otherwise due pursuant to 6 

the "New Jersey Gross Income Tax Act," N.J.S.54A:1-1 et seq., the 7 

amount of excess shall be treated as a refundable overpayment.  The 8 

Director of the Division of Taxation shall determine the order of 9 

priority of the application of the credit allowed pursuant to this 10 

section and any other credits allowed by law. 11 

 c. Married couples shall file a joint return in order to claim the 12 

credit provided by this section.  A taxpayer eligible to receive a 13 

credit pursuant to paragraph (3) or (4) of subsection (e) of section 14 

21 of the federal Internal Revenue Code (26 U.S.C. s.21) shall be 15 

eligible for the credit provided by this section, provided the 16 

taxpayer satisfies the income limit set forth in subsection a. of this 17 

section. 18 

 d. In the case of a part-year resident claimant, the amount of 19 

the credit allowed pursuant to this section shall be pro-rated, based 20 

upon that proportion which the total number of months of the 21 

claimant's residency in the taxable year bears to 12 in that period. 22 

For this purpose, 15 days or more shall constitute a month.1
]

2 23 

 24 

 22. This act shall take effect immediately and shall apply 25 

retroactively to taxable years beginning on and after January 1, 26 

2021.2  27 

 28 

 1
[2.] 2

[3.1  This act shall take effect immediately 1
[and shall 29 

apply retroactively to taxable years beginning on and after January 30 

1, 2021]1.]2 31 
 32 
 33 

                                 34 
 35 

Revises gross income tax credit for child and dependent care 36 

expenses. 37 



 

 

CHAPTER 308 

 

AN ACT concerning the gross income tax credit for child and dependent care expenses, 

amending P.L.2018, c.45. 

 

 BE IT ENACTED by the Senate and General Assembly of the State of New Jersey: 

 

 1. Section 5 of P.L.2018, c.45 (C.54A:4-17) is amended to read as follows: 

 

C.54A:4-17  Certain credits permitted. 

 5. a.  A resident taxpayer with New Jersey taxable income of $150,000 or less who is 

allowed a credit for expenses for household and dependent care services for federal income 

tax purposes pursuant to section 21 of the Internal Revenue Code (26 U.S.C. s.21) shall be 

allowed a credit against the tax otherwise due pursuant to the “New Jersey Gross Income Tax 

Act,” N.J.S.54A:1-1 et seq.  The credit shall be in an amount equal to a percentage of the credit 

allowed the taxpayer for federal income tax purposes for the taxable year, according to the 

following schedule:  

 

  NJ taxable income is:     Amount of NJ credit is: 

  Not over $30,000     50% of federal credit 

  over $30,000 but not over $60,000   40% of federal credit 

  over $60,000 but not over $90,000   30% of federal credit 

  over $90,000 but not over $120,000   20% of federal credit 

  over $120,000 but not over $150,000  10% of federal credit. 

 

The $150,000 income limit set forth in this subsection shall apply to taxpayers of any filing 

status. 

 b. If the amount of the credit allowed pursuant to this section exceeds the amount of gross 

income tax otherwise due pursuant to the "New Jersey Gross Income Tax Act," N.J.S.54A:1-

1 et seq., the amount of excess shall be treated as a refundable overpayment.  

 c. Married couples shall file a joint return in order to claim the credit provided by this 

section.  A taxpayer eligible to receive a credit pursuant to paragraph (3) or (4) of subsection 

(e) of section 21 of the federal Internal Revenue Code (26 U.S.C. s.21) shall be eligible for the 

credit provided by this section, provided the taxpayer satisfies the income limit set forth in  

subsection a. of this section. 

 d. In the case of a part-year resident claimant, the amount of the credit allowed pursuant 

to this section shall be pro-rated, based upon that proportion which the total number of months 

of the claimant's residency in the taxable year bears to 12 in that period. For this purpose, 15 

days or more shall constitute a month. 

 

 2. This act shall take effect immediately and shall apply retroactively to taxable years 

beginning on and after January 1, 2021. 

 

 Approved December 3, 2021. 



SENATE, No. 4065  
 

STATE OF NEW JERSEY 
219th LEGISLATURE 

   
INTRODUCED NOVEMBER 8, 2021 

 

 

Sponsored by: 

Senator  DAWN MARIE ADDIEGO 

District 8 (Atlantic, Burlington and Camden) 

 

 

 

 

SYNOPSIS 

 Revises gross income tax credit for child and dependent care expenses.  

 

CURRENT VERSION OF TEXT  

 As introduced. 
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 EXPLANATION – Matter enclosed in bold-faced brackets [thus] in the above bill is 

not enacted and is intended to be omitted in the law. 

 

 Matter underlined thus is new matter. 

AN ACT concerning the gross income tax credit for child and 1 

dependent care expenses, amending P.L.2018, c.45. 2 

 3 

 BE IT ENACTED by the Senate and General Assembly of the State 4 

of New Jersey: 5 

 6 

 1. Section 5 of P.L.2018, c.45 (C.54A:4-17) is amended to read 7 

as follows: 8 

 5. a.  A resident taxpayer with New Jersey taxable income of 9 

[$60,000] $150,000 or less who is allowed a credit for expenses for 10 

household and dependent care services for federal income tax 11 

purposes pursuant to section 21 of the Internal Revenue Code (26 12 

U.S.C. s.21) shall be allowed a credit against the tax otherwise due 13 

pursuant to the "New Jersey Gross Income Tax Act," N.J.S.54A:1-1 14 

et seq.  The credit shall be in an amount equal to a percentage of the 15 

credit allowed the taxpayer for federal income tax purposes for the 16 

taxable year, according to the following schedule: 17 

 18 

NJ taxable income is:    Amount of NJ credit is: 19 

[Not over $20,000    50% of federal credit 20 

over $20,000 but not over $30,000  40% of federal credit 21 

over $30,000 but not over $40,000  30% of federal credit 22 

over $40,000 but not over $50,000  20% of federal credit 23 

over $50,000 but not over $60,000  10% of federal credit.] 24 

 25 

Not over $30,000    50% of federal credit 26 

over $30,000 but not over $60,000  40% of federal credit 27 

over $60,000 but not over $90,000  30% of federal credit 28 

over $90,000 but not over $120,000  20% of federal credit 29 

over $120,000 but not over $150,000 10% of federal credit. 30 

 31 

[The credit allowed by this section for a taxable year shall not 32 

exceed $500 for employment-related expenses paid by the taxpayer 33 

for one qualifying individual and $1,000 for employment-related 34 

expenses paid by the taxpayer for two or more qualifying 35 

individuals.]  The [$60,000] $150,000 income limit set forth in this 36 

subsection shall apply to taxpayers of any filing status. 37 

 b. [A credit allowed pursuant to this section shall not reduce 38 

the tax liability otherwise due pursuant to N.J.S.54A:1-1 et seq. for 39 

a taxable year to an amount less than zero.] If the amount of the 40 

credit allowed pursuant to this section exceeds the amount of gross 41 

income tax otherwise due pursuant to the "New Jersey Gross 42 

Income Tax Act," N.J.S.54A:1-1 et seq., the amount of excess shall 43 

be treated as a refundable overpayment.  The Director of the 44 

Division of Taxation shall determine the order of priority of the  45 
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application of the credit allowed pursuant to this section and any 1 

other credits allowed by law. 2 

 c. Married couples shall file a joint return in order to claim the 3 

credit provided by this section.  A taxpayer eligible to receive a 4 

credit pursuant to paragraph (3) or (4) of subsection (e) of section 5 

21 of the federal Internal Revenue Code (26 U.S.C. s.21) shall be 6 

eligible for the credit provided by this section, provided the 7 

taxpayer satisfies the income limit set forth in subsection a. of this 8 

section. 9 

 d. In the case of a part-year resident claimant, the amount of 10 

the credit allowed pursuant to this section shall be pro-rated, based 11 

upon that proportion which the total number of months of the 12 

claimant's residency in the taxable year bears to 12 in that period. 13 

For this purpose, 15 days or more shall constitute a month. 14 

(cf: P.L.2018, c.45, s.5) 15 

 16 

 2. This act shall take effect immediately and shall apply 17 

retroactively to taxable years beginning on and after January 1, 18 

2021. 19 

 20 

 21 

STATEMENT 22 

 23 

 This bill revises the State’s child and dependent care tax credit, 24 

which is based on the federal credit and is for taxpayers who incur 25 

expenses for household services and the care of a child or 26 

dependent to enable the taxpayer to be employed.  27 

 The bill revises the credit so that it will be refundable.  This 28 

means that a taxpayer could receive a cash refund if the credit 29 

amount is in excess of their gross income tax liability.  Under 30 

current law, the credit is nonrefundable, and therefore, if the credit 31 

is in excess of the taxpayer’s gross income tax liability then the 32 

taxpayer may not be able to claim the full tax credit amount. 33 

 The bill also revises the income requirements for the credit so 34 

that taxpayers who have New Jersey taxable income of $150,000 or 35 

less for the tax year can claim the credit compared to $60,000 or 36 

less under current law.  In addition, the bill removes the current 37 

caps of $500 for employment-related expenses paid by the taxpayer 38 

for one child or dependent and $1,000 for employment-related 39 

expenses paid by the taxpayer for two or more children or 40 

dependents.   41 

 Finally, the bill revises the tax credit’s taxable income eligibility 42 

requirements as follows: not over $30,000 to receive a New Jersey 43 

tax credit equal to 50 percent of the federal credit; over $30,000 but 44 

not over $60,000 to receive 40 percent of the federal credit; over 45 

$60,000 but not over $90,000 to receive 30 percent of the federal 46 

credit; over $90,000 but not over $120,000 to receive 20 percent of 47 
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the federal credit; and over $120,000 but not over $150,000 to 1 

receive 10 percent of the federal credit.   2 



SENATE BUDGET AND APPROPRIATIONS COMMITTEE 
 

STATEMENT TO  
 

SENATE, No. 4065  
 

with committee amendments 

 

STATE OF NEW JERSEY 
 

DATED:  NOVEMBER 8, 2021 

 

 The Senate Budget and Appropriations Committee reports 

favorably Senate Bill No. 4065, with committee amendments. 

 This bill revises the State’s child and dependent care tax credit 

for tax year 2021.  The credit is based on the federal credit and is 

available to taxpayers who incur expenses for certain household 

services and child care services, which enable the taxpayer to be 

employed.  

 The bill revises the credit so that it will be refundable in tax year 

2021.  This means that a taxpayer could receive a cash refund if the 

credit amount is in excess of their gross income tax liability.  Under 

current law, the credit is nonrefundable, and therefore, if the credit 

is in excess of the taxpayer’s gross income tax liability then the 

taxpayer may not be able to claim the full tax credit amount. 

 The bill also revises the income requirements for the credit so 

that taxpayers who have New Jersey taxable income of $150,000 or 

less in  tax year 2021 can claim the credit compared to $60,000 or 

less under current law.  In addition, the bill removes the current 

caps of $500 for employment-related expenses paid by the taxpayer 

for one child or dependent and $1,000 for employment-related 

expenses paid by the taxpayer for two or more children or 

dependents.   

 Finally, the bill revises the calculation of the tax credit in tax 

year 2021.  Specifically, the credit would be calculated as follows: 

persons with income not over $30,000 would receive a  credit equal 

to 50 percent of the federal credit; persons with income over 

$30,000, but not over $60,000, would receive a credit equal to 40 

percent of the federal credit; persons with income over $60,000, but 

not over $90,000, would receive a credit equal to 30 percent of the 

federal credit; persons with income over $90,000, but not over 

$120,000, would receive a credit equal to 20 percent of the federal 

credit; and persons with income over $120,000, but not over 

$150,000, would  receive a credit equal 10 percent of the federal 

credit.  



2 

 

COMMITTEE AMENDMENTS: 

 The committee amendments make the changes to the tax credit 

solely applicable to tax year 2021.   

 

FISCAL IMPACT: 

 “The Office of Legislative Services expects the bill, as amended, to 

reduce State revenues by $82.6 million for FY 2022.  The Executive 

originally proposed a similar expansion of the State’s child and 

dependent care tax credit as part of the FY 2022 Governor’s Budget 

Recommendation.  As noted on page 53 of the FY 2022 Budget in 

Brief, the child and dependent care tax credit produces a revenue loss 

of about $11.5 million annually.  The expansion of the program was 

originally anticipated to reduce revenues by an additional $17.2 

million annually.  However, the federal American Rescue Plan Act of 

2021 made several changes to the federal credit for TY 2021 only, 

which affects the calculation of the State’s credit for FY 2022.  Based 

on the changes to the federal credit, the Executive revised its estimate 

of the expansion to $76.2 million for TY 2021 (FY 2022 

impact).  Differences in data sources and methodology contribute to 

the minor difference in the Executive’s and the OLS’s estimates.” 



   
Office of Legislative Services 

State House Annex 

P.O. Box 068 

Trenton, New Jersey  08625 

 Legislative Budget and Finance Office 

Phone (609) 847-3105 

Fax (609) 777-2442 

www.njleg.state.nj.us 

 

 

LEGISLATIVE FISCAL ESTIMATE 

[First Reprint] 

SENATE, No. 4065 

STATE OF NEW JERSEY 
219th LEGISLATURE 

 

DATED: NOVEMBER 15, 2021 

 

 

SUMMARY 

 

Synopsis: Revises gross income tax credit for child and dependent care expenses 

for tax year 2021. 

Type of Impact: FY 2022 State revenue loss to Property Tax Relief Fund. 

Agencies Affected: Department of the Treasury. 

 

 

Office of Legislative Services Estimate 

Fiscal Impact FY 2022   

State Revenue Loss $76.2 million 

 
 

 The Office of Legislative Services (OLS) notes the Executive originally proposed a similar 

expansion of the State’s child and dependent care tax credit as part of the FY 2022 Governor’s 

Budget.  That expansion of the program was originally anticipated to reduce revenues by an 

additional $17.2 million annually.  Based on changes to the federal credit, which affects the 

calculation of the State’s credit, the Executive revised its estimate to $76.2 million for TY 

2021.   

 

 The OLS ultimately agrees with the Executive’s estimate for the temporary expansion of the 

State’s child and dependent care tax credit. 

 

 

BILL DESCRIPTION 

 

 This bill revises the State’s child and dependent care tax credit, which is based on the federal 

credit and is for taxpayers who incur expenses for household services and the care of a child or 

dependent to enable the taxpayer to be employed.  This change would only affect Tax Year 2021. 

 The bill revises the income requirements for the credit so that taxpayers who have New Jersey 

taxable income of $150,000 or less for the tax year can claim the credit compared to $60,000 or 

less under current law.  In addition, the bill removes the current caps of $500 for employment-
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related expenses paid by the taxpayer for one child or dependent and $1,000 for employment-

related expenses paid by the taxpayer for two or more children or dependents.   

 The bill revises the tax credit’s taxable income eligibility requirements as follows: not over 

$30,000 to receive a New Jersey tax credit equal to 50 percent of the federal credit; over $30,000 

but not over $60,000 to receive 40 percent of the federal credit; over $60,000 but not over $90,000 

to receive 30 percent of the federal credit; over $90,000 but not over $120,000 to receive 20 percent 

of the federal credit; and over $120,000 but not over $150,000 to receive 10 percent of the federal 

credit. 

 The bill revises the credit so that it will be refundable.  This means that a taxpayer could receive 

a cash refund if the credit amount is in excess of their gross income tax liability. 

 

 

FISCAL ANALYSIS 

 

EXECUTIVE BRANCH 

 

 The Executive originally proposed a similar expansion of the State’s child and dependent care 

tax credit as part of the FY 2022 Governor’s Budget.  As noted on page 53 of the FY 2022 Budget 

in Brief, the child and dependent care tax credit produces a revenue loss of about $11.5 million 

annually.  That expansion of the program was originally anticipated to reduce revenues by an 

additional $17.2 million annually.  However, the federal American Rescue Plan Act of 2021 made 

several changes to the federal credit for TY 2021 only, which affects the calculation of the State’s 

credit.  Based on the changes to the federal credit, the Executive revised its estimate to $76.2 

million for TY 2021 (FY 2022 impact).   

 

OFFICE OF LEGISLATIVE SERVICES 

 

 The OLS ultimately agrees with the Executive’s estimate for the temporary expansion of the 

State’s child and dependent care tax credit.  The OLS calculated the temporary expansion of the 

credit to reduce revenues by $82.6 million for TY 2021, which is slightly more than the Executive’s 

estimate.  The OLS does not have access to data for the State’s existing credit, so TY 2018 New 

Jersey Statistics of Income data from the federal Internal Revenue Service were utilized to review 

the Executive’s estimates.  Differences in data sources and methodology contribute to the minor 

difference in the Executive’s and the OLS’s estimates. 

 

 

Section: Revenue, Finance and Appropriations 

Analyst: Jordan M. DiGiovanni 

Revenue Analyst 

Approved: Thomas Koenig 

Legislative Budget and Finance Officer 

 

 

This legislative fiscal estimate has been produced by the Office of Legislative Services due to the 

failure of the Executive Branch to respond to our request for a fiscal note. 

 

This fiscal estimate has been prepared pursuant to P.L.1980, c.67 (C.52:13B-6 et seq.). 



STATEMENT TO 
 

[First Reprint] 

SENATE, No. 4065 
 

with Assembly Floor Amendments 

(Proposed by Assemblywoman MOSQUERA) 

 

ADOPTED: DECEMBER 2, 2021 

  

 This floor amendment makes the enhanced Child and Dependent 

Care credit proposed by the bill permanent instead of only applying to 

Tax Year 2021.  The amendment makes the bill identical to Assembly 

Bill No. 6071 (1R).  



(Sponsorship Updated As Of: 11/15/2021) 

ASSEMBLY, No. 6071  
 

STATE OF NEW JERSEY 
219th LEGISLATURE 

   
INTRODUCED NOVEMBER 8, 2021 

 

 

Sponsored by: 

Assemblywoman  GABRIELA M. MOSQUERA 

District 4 (Camden and Gloucester) 

Assemblyman  ROY FREIMAN 

District 16 (Hunterdon, Mercer, Middlesex and Somerset) 

Assemblywoman  LISA SWAIN 

District 38 (Bergen and Passaic) 

Assemblywoman  BRITNEE N. TIMBERLAKE 

District 34 (Essex and Passaic) 

 

Co-Sponsored by: 

Assemblyman Benson 

 

 

 

 

SYNOPSIS 

 Revises gross income tax credit for child and dependent care expenses.  

 

CURRENT VERSION OF TEXT  

 As introduced. 
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 EXPLANATION – Matter enclosed in bold-faced brackets [thus] in the above bill is 

not enacted and is intended to be omitted in the law. 

 

 Matter underlined thus is new matter. 

AN ACT concerning the gross income tax credit for child and 1 

dependent care expenses, amending P.L.2018, c.45. 2 

 3 

 BE IT ENACTED by the Senate and General Assembly of the State 4 

of New Jersey: 5 

 6 

 1. Section 5 of P.L.2018, c.45 (C.54A:4-17) is amended to read 7 

as follows: 8 

 5. a.  A resident taxpayer with New Jersey taxable income of 9 

[$60,000] $150,000 or less who is allowed a credit for expenses for 10 

household and dependent care services for federal income tax 11 

purposes pursuant to section 21 of the Internal Revenue Code (26 12 

U.S.C. s.21) shall be allowed a credit against the tax otherwise due 13 

pursuant to the "New Jersey Gross Income Tax Act," N.J.S.54A:1-1 14 

et seq.  The credit shall be in an amount equal to a percentage of the 15 

credit allowed the taxpayer for federal income tax purposes for the 16 

taxable year, according to the following schedule: 17 

 18 

NJ taxable income is:    Amount of NJ credit is: 19 

[Not over $20,000    50% of federal credit 20 

over $20,000 but not over $30,000  40% of federal credit 21 

over $30,000 but not over $40,000  30% of federal credit 22 

over $40,000 but not over $50,000  20% of federal credit 23 

over $50,000 but not over $60,000  10% of federal credit.] 24 

 25 

Not over $30,000    50% of federal credit 26 

over $30,000 but not over $60,000  40% of federal credit 27 

over $60,000 but not over $90,000  30% of federal credit 28 

over $90,000 but not over $120,000  20% of federal credit 29 

over $120,000 but not over $150,000 10% of federal credit. 30 

 31 

[The credit allowed by this section for a taxable year shall not 32 

exceed $500 for employment-related expenses paid by the taxpayer 33 

for one qualifying individual and $1,000 for employment-related 34 

expenses paid by the taxpayer for two or more qualifying 35 

individuals.]  The [$60,000] $150,000 income limit set forth in this 36 

subsection shall apply to taxpayers of any filing status. 37 

 b. [A credit allowed pursuant to this section shall not reduce 38 

the tax liability otherwise due pursuant to N.J.S.54A:1-1 et seq. for 39 

a taxable year to an amount less than zero.] If the amount of the 40 

credit allowed pursuant to this section exceeds the amount of gross 41 

income tax otherwise due pursuant to the "New Jersey Gross 42 

Income Tax Act," N.J.S.54A:1-1 et seq., the amount of excess shall 43 

be treated as a refundable overpayment.  The Director of the 44 

Division of Taxation shall determine the order of priority of the 45 
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application of the credit allowed pursuant to this section and any 1 

other credits allowed by law. 2 

 c. Married couples shall file a joint return in order to claim the 3 

credit provided by this section.  A taxpayer eligible to receive a 4 

credit pursuant to paragraph (3) or (4) of subsection (e) of section 5 

21 of the federal Internal Revenue Code (26 U.S.C. s.21) shall be 6 

eligible for the credit provided by this section, provided the 7 

taxpayer satisfies the income limit set forth in subsection a. of this 8 

section. 9 

 d. In the case of a part-year resident claimant, the amount of 10 

the credit allowed pursuant to this section shall be pro-rated, based 11 

upon that proportion which the total number of months of the 12 

claimant's residency in the taxable year bears to 12 in that period. 13 

For this purpose, 15 days or more shall constitute a month. 14 

(cf: P.L.2018, c.45, s.5) 15 

 16 

 2. This act shall take effect immediately and shall apply 17 

retroactively to taxable years beginning on and after January 1, 18 

2021. 19 

 20 

 21 

STATEMENT 22 

 23 

 This bill revises the State’s child and dependent care tax credit, 24 

which is based on the federal credit and is for taxpayers who incur 25 

expenses for household services and the care of a child or 26 

dependent to enable the taxpayer to be employed.  27 

 The bill revises the credit so that it will be refundable.  This 28 

means that a taxpayer could receive a cash refund if the credit 29 

amount is in excess of their gross income tax liability.  Under 30 

current law, the credit is nonrefundable, and therefore, if the credit 31 

is in excess of the taxpayer’s gross income tax liability then the 32 

taxpayer may not be able to claim the full tax credit amount. 33 

 The bill also revises the income requirements for the credit so 34 

that taxpayers who have New Jersey taxable income of $150,000 or 35 

less for the tax year can claim the credit compared to $60,000 or 36 

less under current law.  In addition, the bill removes the current 37 

caps of $500 for employment-related expenses paid by the taxpayer 38 

for one child or dependent and $1,000 for employment-related 39 

expenses paid by the taxpayer for two or more children or 40 

dependents.   41 

 Finally, the bill revises the tax credit’s taxable income eligibility 42 

requirements as follows: not over $30,000 to receive a New Jersey 43 

tax credit equal to 50 percent of the federal credit; over $30,000 but 44 

not over $60,000 to receive 40 percent of the federal credit; over 45 

$60,000 but not over $90,000 to receive 30 percent of the federal 46 

credit; over $90,000 but not over $120,000 to receive 20 percent of 47 
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the federal credit; and over $120,000 but not over $150,000 to 1 

receive 10 percent of the federal credit. 2 



ASSEMBLY APPROPRIATIONS COMMITTEE 
 

STATEMENT TO  
 

ASSEMBLY, No. 6071  
 

with committee amendments 

 

STATE OF NEW JERSEY 
 

DATED:  NOVEMBER 15, 2021 

 

 The Assembly Appropriations Committee reports favorably 

Assembly Bill No. 6071, with committee amendments. 

 This bill revises the State’s child and dependent care tax credit, 

which is based on the federal credit and is for taxpayers who incur 

expenses for household services and the care of a child or 

dependent to enable the taxpayer to be employed.  

 The bill revises the credit so that it will be refundable.  This 

means that a taxpayer could receive a cash refund if the credit 

amount is in excess of their gross income tax liability.  Under 

current law, the credit is nonrefundable, and therefore, if the credit 

is in excess of the taxpayer’s gross income tax liability then the 

taxpayer may not be able to claim the full tax credit amount. 

 The bill also revises the income requirements for the credit so 

that taxpayers who have New Jersey taxable income of $150,000 or 

less for the tax year can claim the credit compared to $60,000 or 

less under current law.  In addition, the bill removes the current 

caps of $500 for employment-related expenses paid by the taxpayer 

for one child or dependent and $1,000 for employment-related 

expenses paid by the taxpayer for two or more children or 

dependents.   

 Finally, the bill revises the tax credit’s taxable income eligibility 

requirements as follows: not over $30,000 to receive a New Jersey 

tax credit equal to 50 percent of the federal credit; over $30,000 but 

not over $60,000 to receive 40 percent of the federal credit; over 

$60,000 but not over $90,000 to receive 30 percent of the federal 

credit; over $90,000 but not over $120,000 to receive 20 percent of 

the federal credit; and over $120,000 but not over $150,000 to 

receive 10 percent of the federal credit. 

 

COMMITTEE AMENDMENTS: 

 The committee amended the bill to remove a provision allowing 

the Director of the Division of Taxation to determine the order of the 

application of this credit relative to other credits on taxpayer forms.  
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FISCAL IMPACT: 

 The Office of Legislative Services (OLS) notes the Executive 

originally proposed this expansion of the State’s child and dependent 

care tax credit as part of the FY 2022 Governor’s Budget.  The 

expansion of the program was originally anticipated to reduce 

revenues by an additional $17.2 million annually.    

 Based on changes to the federal credit, which affects the 

calculation of the State’s credit, the Executive now expects the 

expansion to reduce State revenues by $76.2 million for TY 2021.  For 

TY 2022 and each tax year thereafter, the anticipated revenue loss 

would be around the Executive’s original estimate of $17.2 million 

annually. 

 The OLS agrees with the Executive’s estimates for the expansion 

of the State’s child and dependent care tax credit. 



   
Office of Legislative Services 

State House Annex 

P.O. Box 068 

Trenton, New Jersey  08625 

 Legislative Budget and Finance Office 

Phone (609) 847-3105 

Fax (609) 777-2442 

www.njleg.state.nj.us 

 

 

LEGISLATIVE FISCAL ESTIMATE 

ASSEMBLY, No. 6071 

STATE OF NEW JERSEY 
219th LEGISLATURE 

 

DATED: NOVEMBER 15, 2021 

 

 

SUMMARY 

 

Synopsis: Revises gross income tax credit for child and dependent care expenses. 

Type of Impact: Annual State revenue loss to Property Tax Relief Fund. 

Agencies Affected: Department of the Treasury. 

 

 

Office of Legislative Services Estimate 

Fiscal Impact FY 2022   FY 2023 and Each FY Thereafter 

State Revenue Loss $76.2 million $17.2 million annually 

 
 

 The Office of Legislative Services (OLS) notes the Executive originally proposed this 

expansion of the State’s child and dependent care tax credit as part of the FY 2022 Governor’s 

Budget.  The expansion of the program was originally anticipated to reduce revenues by an 

additional $17.2 million annually.    

 

 Based on changes to the federal credit, which affects the calculation of the State’s credit, the 

Executive now expects the expansion to reduce State revenues by $76.2 million for TY 2021.  

For TY 2022 and each tax year thereafter, the anticipated revenue loss would be around the 

Executive’s original estimate of $17.2 million annually. 
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 The OLS agrees with the Executive’s estimates for the expansion of the State’s child and 

dependent care tax credit. 

 

 

BILL DESCRIPTION 

 

 This bill revises the State’s child and dependent care tax credit, which is based on the federal 

credit and is for taxpayers who incur expenses for household services and the care of a child or 

dependent to enable the taxpayer to be employed.  

 The bill revises the income requirements for the credit so that taxpayers who have New Jersey 

taxable income of $150,000 or less for the tax year can claim the credit compared to $60,000 or 

less under current law.  In addition, the bill removes the current caps of $500 for employment-

related expenses paid by the taxpayer for one child or dependent and $1,000 for employment-

related expenses paid by the taxpayer for two or more children or dependents.   

 The bill revises the tax credit’s taxable income eligibility requirements as follows: not over 

$30,000 to receive a New Jersey tax credit equal to 50 percent of the federal credit; over $30,000 

but not over $60,000 to receive 40 percent of the federal credit; over $60,000 but not over $90,000 

to receive 30 percent of the federal credit; over $90,000 but not over $120,000 to receive 20 percent 

of the federal credit; and over $120,000 but not over $150,000 to receive 10 percent of the federal 

credit. 

 The bill revises the credit so that it will be refundable.  This means that a taxpayer could receive 

a cash refund if the credit amount is in excess of their gross income tax liability. 

 

 

FISCAL ANALYSIS 

 

EXECUTIVE BRANCH 

 

 The Executive originally proposed this expansion of the State’s child and dependent care tax 

credit as part of the FY 2022 Governor’s Budget.  As noted on page 53 of the FY 2022 Budget in 

Brief, the child and dependent care tax credit produces a revenue loss of about $11.5 million 

annually.  The expansion of the program was originally anticipated to reduce revenues by an 

additional $17.2 million annually.   

 However, the federal American Rescue Plan Act of 2021 made several changes to the federal 

credit for TY 2021 only, which affects the calculation of the State’s credit for FY 2022.  Based on 
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changes to the federal credit, the Executive now expects the expansion to reduce State revenues 

by $76.2 million for TY 2021.  For TY 2022 and each tax year thereafter, the anticipated revenue 

loss would be around the Executive’s original estimate of $17.2 million annually.  The revenue 

loss associated with the expansion is assumed within the FY 2022 Appropriations Act Revenue 

Certification. 

 

 

OFFICE OF LEGISLATIVE SERVICES 

 

 The OLS agrees with the Executive’s estimates for the expansion of the State’s child and 

dependent care tax credit.  The OLS does not have access to data for the State’s existing credit, so 

TY 2018 New Jersey Statistics of Income data from the federal Internal Revenue Service were 

utilized to review the Executive’s estimates.  The OLS calculated the expansion of the credit to 

reduce revenues by $82.6 million for TY 2021, which is slightly more than the Executive’s 

estimate.  Differences in data sources and methodology contribute to the minor difference in the 

Executive’s and the OLS’s estimates. 

 

 

Section: Revenue, Finance and Appropriations 

Analyst: Jordan M. DiGiovanni 

Revenue Analyst 

Approved: Thomas Koenig 

Legislative Budget and Finance Officer 

 

 

This legislative fiscal estimate has been produced by the Office of Legislative Services due to the 

failure of the Executive Branch to respond to our request for a fiscal note. 

 

This fiscal estimate has been prepared pursuant to P.L.1980, c.67 (C.52:13B-6 et seq.). 
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