GENERAL POLICIES AND PROCEDURES
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2. An 1nd1vrdual taxpayer frled the 1987 NJ—1040 due :

on or before April 15, 1988 on October 16, 1988. The
return is six months and one -day late. In addition-to a
$1,200.00 outstanding tax liability on Apnl 15, 1988 the
taxpayer owes the following amounts: ' o

Delmquency penalty: $100. 00 per month for -
seven months = $.-700. 00
Late filing penalty five percent per month of

the, tax liability not to exceed 25 percent $ 300, 004' ;

Tax Lrabrlrty KR » . . $1,200 00
© of Total 2.200.00*

*In addrtron the taxpayer will be liable for mterest‘(see NJAC, 182-2; 4) and

. 'may be liable for other penaltres (see, for example, NJA.C.18:2-24 and NJS.A. -

54A:9-6).

/

18:2-2.4 EFailure to pay on time; extensions of tirne to- pay ‘

(a) Any- taxpayer failing to pay a tax wrthm the trme_ :
) prescrrbed by the act imposing a. partrcular tax shall pay, in
~ addition to the unpaid tax, the followmg R A

1. Interest on said tax at the rate- of one percent for
each month or fraction thereof that the same remains

unpaid, to be calculated from the date the tax was origi--
nally due until October 1, 1975, and at the rate of one - -
~ and one-half percent per month-or fraction thereof from

October 1, 1975 to the date of actual payment or until
December 8, 1987, whrchever is earlier. On‘and after
December 9, 1987, interest on the unpaid tax shall be

«charged at an annual rate of five percentage points above : -
the prrme rate, compounded daily upon the amount that- .
remains  unpaid, - calculated from the: date the. tax was. -

- originally due until the date of payment.  Interest.on
~ penalties which are assessed -on and after December 9,
1987 shall be charged at the same rate from the date the
penalty is assessed until the. date of payment. ' On. and
after July 1, 1993, interest on the unpaid tax shall be
charged at the rate of three percentage points above the
‘prime rate assessed for each month or fraction thereof.

On and after July 1, 1993, interest will be compounded'

annually at the end of each calendar year..

2. Unless any part of any underpayment of tax requrred,” ‘
to be shown on a return or report is shown:to be: unpaid

" due to reasonable cause, a-sum equivalent to five percent
of the tax shall be added to the amount of the tax as a

_penalty. The taxpayer . has the affirmative oblrgatron to:

show reasonable cause for the underpayment in order to

avoid imposition of the penalty. “See N.J.A.C. 18:2-2.7 '

~ for bases for a frndmg of reasonable cause. o

-~ (b) The followrng examples apply only to tax lrabrlrtres
paid prior to December 9, 1987:

1. Taxpayer failed to pay a tax-that was due on Apnl ‘
15, 1975. - On January-15, 1976, the Division: of Taxation'

* imposed interest -and penalty charges for such failure. -
Interest will be calculated from April 15, 1975, to October

1, 1975, at the rates in effect immediately prior to Octo-

ber 1, 1975, and at the rate of 1% percent for each month

or- fraction thereof that the tax remained unpard from
-/

October 1, 1975 ‘to the date of payment plus a penalty of
five percent of the balance of tax- due

2. In example 1, if taxpayer -also farled to file his -

" return. (due Aprrl 15, 1975) until January 15, 1976,-he .
would - be - subject ‘to additional penaltres set forth ino
Section 3 of this Subchapter ‘ ‘

3 On May. 1, 1975, the drvrsron assessed the- taxpayer
for additional taxes due and at the same time imposed
additjonal interest ‘charges at the rate of one percent per
month.  On February 15, 1976, taxpayer offers to pay his

- unpaid taxes. Additional interest shall be calculated from
“April 15, 1975, to:October. 1, 1975, at the rate of one

percent.per month or fraction thereof, and from October
1, 1975, to. February 15, 1976, (the-date of payment) at
the rate of 1% percent.per month or fraction thereof.. In
addition, a five percent penalty may | be. 1mposed on the

‘ balance of tax due

(c) The followmg example apphes only to tax lrabrhtres :
pa1d on.or after December 9, 1987 : :

1. Corporatron X’s Corporatron Business Tax return
“was ‘due and filed on April' 15, 1988. “A deficiency of
:$50,000.00 is assessed by the Drvrsron <Payment is dueon”
July31 19880 < a :

The taxpayer must submrt the following amounts on or

“before July 31, 1988

‘Late payment penalty five percent of the

.balance of tax due. = - L $‘2,500.00 :
Deficiency assessed: ~ ~ .° - . $50,000.00 . -
| AR $52.500.00

-Interest on taX, calculated at an annual rate -of
. .the prime rate plus five percentagé points. -
_compounded daily from the" original due date .

(April 15, 1988) until the date of payment
+./(assurne July 31, 1988), plus interest on penal- .

ty, calculated at the samé: rate from the date> [

‘the penalty is assessed until the date of pay-
ment. The applicable prime tate shall be the

rates effective on January 1, 1988 and April 1,

1988, which are assumed to be nine percent

and nine: and ‘one-half percent, respectively, ,
* for the purposes of this example : S 8222230

Total $54,722. 30

(d) Where the Drrector is authorrzed by law and grantsv

‘an extension. of time in ‘which a tax shall' be paid, the
taxpayer shall be liable for the payment of interest on the
.'unpard tax at the rate of three percentage points above the .
_ prime rate, to be compounded dally from the date such tax
~‘was originally due to the date of‘actual payment If any or
~all of such tax is not paid within the time fixed under the-
extension, the interest on the amount of such unpaid tax.
shall - be computed at the annual rate of five percentage
points ‘above the' prime rdte, to be compounded daily from’
" the date the tax was originally due to the date of ‘actual =~
payment. On and. after July 1, 1993, where the Director )
~ grants an extensron, mterest on the unpard tax shall be pard

A}
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~-assessed for each month or fraction thereof compounded
, annually at the end of each calendar year. .If any tax is not

S 'pard w1thm the time fixed under the extensron the: mterest
“....on'the amount of such unpatd tax: shall be computed at the
" 'rate of three. percentage ‘points: above the ‘prime . rate as- -
’*'-’jsessed for each month or fractlon thereof compounded g

o annually at the end of each calendar year

; 1 The actual unpard tax habthty, e -
2 All penaltres accrued to that date, and

o 3 Interest accrued to that date

na

(f) The followmg example apphes only to tax hablhtles : :

E .'pard on or after July 1, 1993

1. Taxpayer farled to pay tax cthat was due Apnl 15 '

o ‘1994 On_January 15 1995, the Division issues. a Notlce

AR est will be calculated atthe rate of three percent “above

the' prrme rate for -each month;or fractlon thereof, com-

L 7-menc1ng on the date that the tax was. -originally due,’ and
. shall continue to accrue until the date upon which: pay- - .
- -mentis recerved In addition, late payment penalty may
;T be nnposed Beginning January 1, 1995, tax, penalty and -
" interest. are added. together at the beginning of each :
- -calendar year to become the basrs for further calculatlons L

: ];of mterest

~ Amended by by R.1997 .98, effective March 17 1997,

" See: 28 N.JR. 3716(a), 29 NIR. 913(b). -

" In (a)1, addeéd last two sentences;. in (a)2 mserted text “Unless any
part ... due to reasonable cause,” and-added second. and third

- sentences, m (d) added last two sentences, and added (f)

e 18 2—2.5 Cost of collectton deﬁned

: (a) Cost of collectlon means the amount of expense” »
 incurred- by the State wrth respect to the issuance of a . .
- certificate of debt. for; and the collection. of, any-State tax .
- not paid within the time prescribed by law. These expenses
mclude but are not limited to the followmg e L

L ‘Cost of postage;
o ,' 2. ’"Cost of telephone _
3 _‘Cost of photocopymg,

‘ 4. ‘State, payroll hours used mcludmg all assocrated i
e -'overhead ’ - S 1

5 Cost of frhng and prosecutmg su1t

others ‘employed or otherwise engaged by the. State of

- “New Jersey for the effrclent and expedltrous collectton of -

Lo .,"unpard tax, and T L

Cosepams 24

‘fat the rate of three percentage pomts above the pnme rate'; o

Inter-‘ o

- proceedmgs to assess, collect or pay any State tax, Lo

6. The cost of agents, contractors, subcontractors or .

T Any other expense deemed by the Dlrector to bet. o
'ﬁj, reasonably related and necessary for the collectron of any»»

unpatd tax . e R

(b) The D1rector may, in hlS drscretron lmpose the actualf R
cost of collection, or, in lieu of ascertammg and imposing® .
L the actual cost of collectlon, may nnpose a fee as. follows =

e

B 2. In the event that any State tax remams unpatd}
S »followmg the. 1ssuance of the certificate of debt and. the
i ’Dlrector takes any further collectlon actlon, mcludmg but - o
- .not limited - to, referral of the: ‘matter to- the Attorney, s
'General the' greater of 10 percent of the tax or $200 00 e

'3'.3- In the event that any State tax remams unpald and '

"1, In the event that any State tz
(e) On and after December 9 1987 whrch is the fll‘St day e even 2 any ate-tax.is not p a1d wrthm

"tmmedlately followmg the 90 day tax. arnnesty period autho-
“rized by P. L. 1987, ¢.76, for purposes.of calculatmg mterest :
'-unpald tax shall mean the total of the: followmg T

:"'the time prescnbed by ‘law ‘and the D1rector 1ssues A B
*certificate “of debt pursuant to! N.J. S.A. 54 49-12, the AR
- greater of f1ve percent of the tax or $100 00 SR

* suit is mstttuted agamst the taxpayer for collectron of the =

books and records as requ1red _ \ .

2 Whether thev' axpayer falls to make books and-

. records avarlable for exammatron

3, Whether the taxpayer fa11s to secure proper hcense

(c) In determtnmg whether the- D1rector shall unpose the R
‘actual cost of collection’ or a fee in'lieu thereof the follow- .-
- ing factors shall be among those con51dered ' K

1 Whéther the taxpayer fatls to properly mamtamli""“

tax, the greater of 20 percent of the. tax or $500 00 A

"’-or fails to. regrster wrth the Drvrsron of Taxatron as:’

» _ requrred

4 Whether the taxpayer operates under a vorded

- corporate charter or; after. the revocatton of authonty to o o

© o .do busmess in New Jersey, e S

' Payment Plan, :;__'-,

6. Whether the Drrector fmds that a taxpayer mtends ERE
to leave thls State, ort ,remove therefrom possessrons, or

“any property sub]ect to any State tax; or that taxpayer

5 Wh ther the taxpayer remlts payment whrch subse- . : B
~ quently” became “dishonored - or ‘defaults on a bond or L
~_ other securtty posted‘wrth the D1v1sron or-on a Deferred - " -

~ does any other act tendmg to’ pre]udrce, delay or- negate' et

7. Whether the taxpayer farls to: collect or truthfully >
. account for, or fllera return or flle any other mformatron Ly

‘ 'D1v1sron ‘of- Taxatlon to rssue ‘a Warrant for Executton

& Whether the taxpayer S, non-comphance mduces the‘f' N




