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CHAPTER 2
GENERAL POLICIES AND PROCEDURES

Authority
N.J.S.A. 54:50-1.

Source and Effective Date

R.2008 d.223, effective July 2, 2008.
See: 40 N.I.R. 2101(a), 40 N.J.R. 4604(a).

Chapter Expiration Date
Chapter 2, General Policies and Procedures, expires on July 2, 2013.

Chapter Historical Note

Chapter 2, General Policies and Procedures, was adopted as R.1974
d.182, effective July 3, 1974. See: 6 N.J.R. 250(c), 6 N.J.R. 328(a).

Subchapter 2, Penalties and Interest, was adopted as R.1975 d.284,
effective September 25, 1975. See: 7 N.J.R. 439(d), 7 N.J.R. 490(b).

Pursuant to Executive Order No. 66(1978), Chapter 2, General
Policies and Procedures, expired on September 6, 1993, and was
subsequently adopted as new rules by R.1993 d.542, effective November
1, 1993. See: 25 N.J.R. 3107(a), 25 N.J.R. 4927(b).

Subchapter 3, Requirements for Payment of Taxes by Electronic
Funds Transfer, was adopted as R.1994 d.63, effective February 7, 1994.
See: 25 N.J.R. 1078(a), 26 N.J.R. 824(a).

Subchapter 4, Postmark Rule, was adopted as R.1995 d.609, effective
December 4, 1995. See: 27 N.J.R. 3589(a), 27 N.J.R. 4906(b).

Subchapter 5, Refunds, was adopted as R.1996 d.54, effective
February 5, 1996. See: 27 N.J.R. 4163(a), 28 N.J.R. 892(a).

Subchapter 6, Confidentiality and Disclosure, was adopted as R.1995
d.610, effective December 4, 1995. See: 27 N.J.R. 3591(a), 27 N.J.R.
4907(a).

Subchapter 7, Recordkeeping and Retention Requirements, was
adopted as R.1997 d.256, effective June 16, 1997. See: 28 N.J.R.
5156(a), 29 N.J.R. 2706(a).

Pursuant to Executive Order No. 66(1978), Chapter 2, General
Policies and Procedures, was readopted as R.1998 d.420, effective July
21, 1998. See: 30 N.J.R. 1919(b), 30 N.J.R. 3066(a).

Subchapter 8, Set-off of State Vendor Tax Debt, was adopted as
R.1998 d.439, effective September 8, 1998. See: 30 N.J.R. 1920(a), 30
N.J.R. 3258(a).

Subchapter 9, Sale of Tax Indebtedness, was adopted as R.1999 d.147,
effective May 3, 1999. See: 31 N.I.R. 593(a), 31 N.J.R. 1205(b).

Chapter 2, General Policies and Procedures, was readopted as R.2003
d.347, effective July 28, 2003. See: 35 N.J.R. 2164(a), 35 N.JR.
3847(a).

Chapter 2, General Policies and Procedures, was readopted as R.2008
d.223, effective July 2, 2008. See: Source and Effective Date. See,
also, section annotations.

Subchapter 10, Tax Clearance for Business Assistance and Incentives,
was adopted as new rules by R.2009 d.284, effective September 21,
2009. See: 41 N.J.R. 2450(a), 41 N.J.R. 3461(b).
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SUBCHAPTER 1. FORMS

18:2-1.1 Reproduction of forms

(a) Subject to conditions and requirements in (b) and (c)
below, the Director will accept, for filing purposes, reproduc-
tions of printed return forms and privately designed and print-
ed and/or computer-generated and computer-prepared forms,
in lieu of the official forms printed and furnished by the
Director.

(b) In order to be acceptable for filing purposes, privately
designed and printed and/or computer-generated and com-
puter-prepared forms shall be submitted to the Division of
Taxation for approval prior to use. The proposed form shall
" be forwarded for consideration by letter to the Director,
Division of Taxation. The Director may, within his or her
discretion, approve a form that does not interfere with either
Division of Revenue or Division of Taxation procedures in
any way. If a reproduction does not meet with the Director’s
approval, an explanation of the areas in which the form was
found to be deficient will be enclosed with the letter rejecting
the reproduction. Approval of a reproduction of a tax form
shall be valid for one tax year, unless neither the official tax
form nor the reproduction has changed since the year of
approval in any respect other than date changes and minor
editorial changes, in which case approval shall be valid until
the tax form or reproduction is changed in any other way. The
submission of an unapproved reproduction shall not satlsfy
statutory return filing requirements.

(c) In order to be acceptable for filing purposes, repro-
ductions of printed return forms must meet the following
conditions and requirements:
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2. The taxpayer may capture the information necessary -
to satisfy (b)1 above at any level within the accounting

system and need not retain the original EDI transaction
records provided the audit trail, authenticity, and mtegnty
of the retained records can be established.

[

Example: A taxpayer using electronic data interchange
technology receives electronic invoices from its . suppliers.
The taxpayer decides to retain the invoice data from com-

pleted and verified EDI transactions in its accounts payable .

system rather than to retain the EDI transactions them-
selves. Since neither the EDI transaction nor the accounts
payable system captures information from the invoice per-
taining to product description and vendor name (that is,
they contain only codes for that information), the taxpayer
shall also retain other records, such as its vendor master file

and product code description lists and makes them available

to the Director. - In this example, the taxpayer need not
retam its EDI transactnon for tax purposes.

(©) Electromc data processmg accountmg systems re-

quirements are as follows:

1. The requi‘rements-for an electronic data processing -

accounting system shall be similar to that of a manual
accounting system, in -that an adequately designed ac-

counting system shall incorporate methods and. records -

that will satisfy the requiréments of thlS subchapter

lows

1. Upon the request of the Dlrector, the taxpayer shall

provide a description of the business process that created

the retained electronic records. Such description shall

include the relationship between the electronic records
and the tax documents prepared by the taxpayer and the

measures employed to ensure the integrity of the records.
2. The taxpayer shall be capable of 'demonstrating' ‘

i. The functlons bemg performed as they relate to
the flow of data through the system

ii. The mternal controls used to ensure accurate andv

_ rehable processing; and

 jii. The ‘internal controls used to prevent‘unautho-‘ v
rized addmon, alteratron or deletlon of retamed rec-

ords

3. The following specific documentatlon is requrred for

machine-sensible records retained pursuant to thls sub-

chapter: »
Tl Record formats or Iayouts,

ii. Field deﬁmtlons (mcludmg the: meaning of all
codes used to represent mformatron)

iii. File - descnptrons (for example, data set name),
and

(d) Busmess process mformatlon requnrements are as fol- ‘

iv. Detarled charts of accounts and account descrip-
tions.

-18:2—7.5 Records maintenance requirements

The taxpayer’s computer hardware or software shall ac-
commodate the extraction and conversion of retained ma-
chine-sensible records

18:2-7.6 Access to ma'chine;s'ensible records

~ (a) The manner in which the Director is provided access

- to machine-sensible records as required in NJ.AC.
. 18:2-7.3(b) may be satisfied through a variety of means that
shall take into account a taxpayer’s facts and cucumstances '

through consultation with the taxpayer.

(b) Access pursuant to (a) above shall be provrded in one

or more of the following manners:

1 The taxpayer may arrange to provide. the Dlrector,
with the hardware, software and personnel resources to’

~ access the machme-sensrble records

2. The taxpayer may arrange for a third party to pro-
vide the hardware, software and personnel resources nec-
essary to access the machine-sensible records;

- 3. The taxpayer may convert the machine-sensible rec-

- ‘ords to a standard record format specified by the Di-
rector, including copies of files, on' a magnetic medlum
that is agreed to by the Director; and/or

4. The taxpayer ‘and the Director may agree on other
means of providing access to the machine-sensible rec-
ords. ‘ :

: 18‘2—7 7 Taxpayer responsnblllty and. dlscretlonary

authority -

~ (a) In_conjunction with 'meeting ‘the  requirements of
N.J.A.C. 18:2-7.4, a taxpayer may create files solely for the
use of the Director. For example, if a data base manage-

- ment system is used, it is consistent with this section for the
" taxpayer to create and retain a file that contains the transac-

tion-level detail from the data base management system and

“that meets the requirements of NJ.A.C. 18:2-7.4. The
~taxpayer shall document the process that created the sepa-

rate file to show the relatlonshnp between that file and the
original records as required by N.J.A.C. 18:2-7.6(d).

_(b) A taxpayer mayvcontract with a third party to provide
custodial or management services of the records. Such a

- contract shall not relieve the taxpayer of ‘its responsrbrlmes -
- under this subchapter

-18:2-7.8 Alternative storage media

(a) For purposes of storage and retention, taxpayer rnay
convert hard-copy documents received or produced in the

‘normal course of businéss and required to be retained under
* this subchapter to microfilm, microfiche or other storage-

only imaging systems and may.discard the original hard-copy

2-17 o ) ) Supp. 9-8-98 .
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documents, provided the conditions of this section are met.

Documents which may be stored on these media include,
but are not limited to, general books of account, journals,
* voucher registers, general and subsidiary ledgers, and sup-
porting records of details, such as sale invoices, purchase
invoices, exemption certificates, and credit memoranda.

(b) Microfilm, microfiche and other storage- oniy imaging
- systems shall meet the following reqmrements

1. Documentatxon establishing the procedures for con-
verting the hard-copy documents to microfilm, microfiche
_or other storage-only imaging system shall be maintained
and made available on request. Such documentation
shall, at-a minimum, contain a sufficient description to

allow an original document to be followed through the

conversion system as well as mternal procedures estab-
“lished for inspection and quality assurance.

2. Procedures shall be established for the effective
identification, processing, storage and preservation of the
stored documents and for making them available for the
period they are ‘required to be retained under N.J.A.C.
18:2-7.10. :

3. Upon request by the Du'ector a taxpayer shall pro-

vide facilities and equipment for reading, locating, and
reproducing any documents maintained on microfilm, mi-
crofiche or other storage—only imaging system.

‘4. When dlsplayed on such equipment or reproduced
. on paper, the documents shall exhibit a high degree of
durability and leglblhty

'5. All data stored on mncroﬁlm mncroﬁche or other

' storage-only imaging systems shall be maintained and -

arranged in a manner that permits the !ocatnon of any
particular record. -

- 18:2-7.9 ' Effect on hard-copy récordkeeping requiremehts '

(a) Except as otherwise provided in this section, the

provisions of this subchapter -do not relieve taxpayers of the -

- responsibility to retain hard-copy records that are created or
received in the ordinary course of business as required by

existing law and regulations. Hard-copy records may be .

retained on a recordkeepmg medmm as provided m
N.J. AC 18:2-7.8. S

() It hard-copy records are not produced or received in

* the ordinary course of transacting business (for example,
- when the taxpayer uses electronic data interchange technol-
ogy), such hard-copy records need not be created.

(c) Hard-copy records generated at the time of a credit
- or debit card transaction shall be retained unless all the
-details necessary to determine correct tax liability relating to
this transaction are subsequently received and retained by

" the taxpayer in accordance with this subchapter. ~Such part of a contract payment due to a State vendor in order to
details include those listed in N.J.A.C. 18:2-74(b)1. satisfy a tax indebtedness owed to the State whenever:
Supp. 9898 2-18
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(d) Nothing in Lthis section shall prevent

from requesting ‘

ard-copy printouts in lieu

the Director

machine-sensible records at the time of e'xamination.‘

18 2—7 10 Records retention time perlod

See the statute and/or regulations of specxf ¢ tax laws for

applicable records retention requirements.

SUBCHAPTER 8.
TAX DEBT

Authority

Source' and Effective Date

~ R.1998 .439, effective September 8, 1'991]3).

~ NJSA. 54:50-1 and 54:49-19. -

- SET-OFF OF STATE YENDOR

See: 30{N.JR. 1920(a), 30 N.J.R. 3258(a).

18:2-8. l Definitions

As used in this subchapter, the followmg words shall have

the followmg mean‘mgs

“Set-off” shall mean a reduction in the contract payment

due to a vendor by the amount of that vendor’s State tax

- indebtedness or, ‘in the case of a vendor-p:

vendor-S corporatxl‘on by the amount of State

rtnership or
tax indebted-

ness of any member-partncr or shareholder of| the partnef—

ship or S corporation, respectively..

“State” shall mean the State of New Jersey,
executive, legislative and judicial branches, or
or instrumentalities of the State of New Jersey.

“State tax” shall mean any tax imposed by

entities, and collected by the Division of Taxati

“Taxpayer” shal

including the
any agencies

1.

mean any vendor who is required to pay
‘or remit a State tax, or, when the vendor is a partnership or

S corporation, any partner or sharcholder of| the vendor-

entity who is required to pay.or remit a State tax.

“Vendor” shall mean any individual or entit}y under con-

tract to provide goods or services to the State, or under -

contract for construction projec‘ts of the State.
18:2-8.2. Set-off of tax debts agamst contract
.- due to vendors

(a) The DlVlSlOl"l of Taxation may seek to

payments

of retained

Titles 54 and -
- 54A of New Jersey Statutes, on individuals or business

set off all or



