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SUBCHAPTER 1. FORMS

18:2-1.1 Reproduction of forms

(2) Subject to conditions and requirements hereinafter
described, the Director will accept, for filing purposes,
reproductions of flat, printed return forms in lieu of the
official forms printed and furnished by the Director. Card
or tab-type return forms may not be reproduced.

(b) In order to be acceptable for filing purposes, repro-
ductions of flat, printed return forms must meet the follow-
ing conditions and requirements:

1. Reproductions must be facsimiles of the complete
official forms, for the proper tax period, produced by
photo-offset, photoengraving, photocopying or other simi-
lar reproduction processes.

2. Reproductions must be on paper of substantially
the same weight and texture, of a quality at least as good
as that used in the official form and of any color.

3. Reproductions must be of the same size as that of
the official form, both as to the overall dimensions of the
paper and the image reproduced thereon.

4. Format of pages shall adhere to the following: .

i It is preferable that both sides of the paper be
used in making reproductions. However, reproduction
on one side will be acceptable; )

ii. All reproductions must result in the same page
arrangement as that of the official form and the spacing
of the printed matter on each page and the fold must
be the same as on the official form;

Hi. Separate pages must be fastened together in
numerical order;
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iv. Each separate page must be clearly identified by
listing at the top of the page the taxpayer’s name, the
Federal identification number and the appropriate New
Jersey serial number.

5. The quality -of the reproduction of the printed
matter must be substantially the same as that of the
official form, and the filled-in information must be entire-
ly legible.

6. The taxpayer’s full and correct name and address
and the identifying number as it appears on the form
furnished by the Director must be typed or legibly printed
on the reproduction.

7. Reproduction of forms may be made after insertion
of the tax computations and the other required informa-
tion. However, all signatures on forms to be filed must
be, original signatures, affixed subsequent to.the reproduc-
tion process.

8. The Director does ‘not approve or disapprove the
specific equipment or process used in reproducing official
forms, but requires only that the reproduced forms satisfy
the stated conditions. It should be noted, however, that
photostats do not meet all of the above conditions.

9. The Director does not approve or disapprove the

18:2-2.3 Failure to file return on time

(a} On or before December 8, 1987, any taxpayer failing
to file a return within the time prescribed by the act
imposing a particular tax shall be liable for the following:

1. A late filing penalty of $2.00 for each day that the
return is delinquent; plus

2, A ‘penalty of five percent per month or fraction
thereof of the total tax liability not to exceed 25 percent
of such tax liability.

(b) On and after December 9, 1987, any taxpayer failing
to file a return within the time prescribed by the act
imposing a particular tax shall be liable for the following:

1. A late filing penalty of $100.00 per month or any
part of a month that the return is delinquent; pius

2. A penalty of five percent per month or any part of
a month of the total tax liability not to exceed 25 percent
of such tax liability.

(c) Both penalties set forth in (a) and (b) above shall be
imposed on the first day following the original due date of
the return and on the same calendar day of each succeeding
month thereafter. The following are examples of penalty
computations.

specific writing medium or style of writing to be used, but
requires that the filled-in information on the reproduced
form be of good quality black-on-white, with handwriting
of satisfactory legibility.

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

18:2-2.1 Application

This subchapter is applicable to penalty and interest
impositions made on and after October 1, 1975, pursuant to
P.L. 1975, ¢.177, approved August 4, 1975 and the State Tax
Uniform Procedure Law, as amended to and including P.L.
1987, c.76.

18:2-2.2 Tax laws affected

The provisions of the State Tax Uniform Procedure Law
and this subchapter shall apply to any tax which is payable
to or collectible by the Director of the Division of Taxation,
unless the law imposing such tax specifically provides that
the State Tax Uniform Procedure Law and this subchapter
shall not apply, or unless the specific provisions of the law
imposing such tax provide for penalty and interest which is
different from the provisicns of the State Tax Uniform
Procedure Law and this subchapter.

Supp. 12-18-95

1. A corporate taxpayer filed its 1987 corporation
business tax return with a due date of April 15, 1988 on
June 1, 1988. The return is 47 days late. The taxpayer
had a total tax liability for 1987 of $10,000.00. In addi-
tion to the unpaid tax the taxpayer owes the following
amounts:

Delinquency penalty: $100.00 per month for

two months $ 200.00

Late filing penalty: five percent per month

of the tax liability

5% % 2 months = 10 percent of $10,000.00  $ 1,000.00

Tax liability _$10.000.00
’ Total _$11.200.00*

* In addition, the taxpayer will be liable for interest (see NJ.A.C. 18:2-2.4) and
may be liable for other penalties (see, for example, N.ILA.C. 18:2-2.4 and N.I.S.A,
54A:9-6).

2. An individual taxpayer filed 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 April 15, 1988, the
taxpayer owes the following amounts:

Delinquency 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 $ 300.00
Tax Liability $1,200.00,

Total $2,200.00*

* In addition, the taxpayer will be liable for interest (see N.J.A.C. 18:2-2.4) and
may l;f.éiablc for other penalties (sce, for example, NJ.A.C. 18:2-2.4 and N.JS.A.
544:9-6).
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18:2-2.4 Failure to pay en time; extensions of time to pay

(2) Any taxpayer failing to pay a tax within the time
prescribed by the act imposing a particular tax shall pay, in
- addition to the unpaid tax, the following: ’

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 Qctober 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, whichever 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 prime 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.

2. A sum equivalent to five percent of the tax shall be
added to the amount of the tax as a penalty.

(b) The following examples apply only to tax liabilities
paid prior to December 9, 1987: )

1. Taxpayer failed to pay a tax that was due on April
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 unpaid 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 failed to file his
return (due April 15, 1975) until January 15, 1976, he
would be subject to additional penalties set forth in
Section 3 of this Subchapter.

3. On May 1, 1975, the division assessed the taxpayer
for additional tates dué and at the same time imposed
additional 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 imposed on the
balance of tax due.

(¢) The following example applies only to tax liabilities
paid on or after December 9, 1987:

1. Corporation X’s Corporation Business Tax return
was due and filed on April 15, 1988. A deficiency of
$50,000.00 is assessed by the Division. Paymient is due on
July 31, 1988.

The taxpayer must submit the following amounts on or
before July 31, 1988.

Late payment penalty: five percent of the

balance of tax due $ 2,500.00
Deficiency assessed: $50,000.00
$52.500.00

Interest on tax, calculated at an annual rate of
the prime rate plus five percentage points
‘compounded daily from the original due date
(April 15, 1988) until the date of payment
{assume July 31, 1988), plus interest on penal-
ty, calculated at the same rate from the date
the penalty is assessed until the date of pay-
ment. The applicable prime rate 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. $ 222230

Total _$54,722.30

(d) Where the director is authorized by law and grants an
extension of time in which a tax shall be paid, the taxpayer
shall be liable for the payment of interest on the unpaid tax
at the rate of three percentage points above the prime rate,
to be compounded daily from the date such tax was original-
ly 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
rate, to be compounded daily from the date the tax was
originally due to the date of actual payment.

(e) On and after December 9, 1987, which is the first day
immediately following the 90 day tax amnesty period autho-
rized by P.L. 1987, ¢.76, for purposes of calculating interest
unpaid tax shall mean the total of the following;

1. The actual unpaid tax liability;.
2. All penaities accrued to that date; and

3. Interest accrued to that date.

18:2-2.5 Cost of collection defined

(a) Cost of collection means the amount of expense
incurred by the State with 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
include, but are not limited to the following:

1. Cost of postage;
2. Cost of telephone;
3. Cost of photocopying;

4. State payroll hours used, including all associated
overhead;

5. Cost of filing and prosecuting suit;

6. The cost of agents, contractors, subcontractors or
others employed or otherwise engaged by the State of

23 Supp. 12-18-95
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New Jersey for the efficient and expeditious collection of
unpaid tax; and

7. Any other expense deemed by the Director to be
reasonably related and necessary for the collection of any
unpaid tax.

(b) The Director may, in his discretion, impose the actual
cost of collection, or, in lieu of ascertaining and imposing
the actual cost of collection, may impose a fee as follows:

1. In the event that any State tax is not paid within
the time prescribed by law and the Director issues a
certificate of debt pursuant to N.JS.A. 54:49-12, the
greater of five percent of the tax or $100.00;

2. In the event that any State tax remains unpaid
following the issuance of the certificate of debt and the
Director takes any further collection action, including but
not limited to, referral of the matter to the Attorney
General, the greater of 10 percent of the tax or $200.00;

3. In the event that any State tax retnains unpaid and
suit is instituted against the taxpayer for collection of the
tax, the greater of 20 percent of the tax or $500.00.

(c) In determining whether the Director shall impose the
actual cost of collection or a fee in lieu thereof; the follow-
ing factors shall be among those considered:

1. Whether the taxpayer fails to properly maintain
books and records as required;

2. Whether the taxpayer fails to make books and
records available for examination;

3. Whether the taxpayer fails to secure proper license
or fails to register with the Division of Taxation as
required; :

4, Whether the taxpayer operates under a voided
corporate charter or after the revocation of authority to
do business in New Jersey;

5. Whether the taxpayer remits payment which subse-
quently became dishonored or defaults on a bond or
other security posted with the Division or on a Deferred
Payment Plan;

6. Whether the Director finds that a taxpayer intends
to leave this State, or to remove therefrom possessions, or
any property subject to any State tax; or that taxpayer
does any other act tending to prejudice, delay or negate
proceedings to assess, collect, or pay any State tax;

7. Whether the taxpayer fails to collect, or truthfully
account for, or file a return or file any other information
as réquired;

8. Whether the taxpayer’s non-compliance induces the
Division of Taxation to issue a Warrant for Execution.

Supp. 12-18-95
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(d) Any fees imposed as cost of collection or in lieu
thereof shall be in addition to any interest or penalties, or
both, otherwise provided by law, and shall be payable to and
recoverable by the Director, along with all penalties and
interest as if they were part of the tax imposed.

(e) Interest or penalties shall not be assessed against any
fees imposed as cost of collection or in lieu thereof; howev-
er, the cost of collection may reflect the passage of time
between the date the costs were incurred and the date they
are paid.

(f) For the purposes of calculating the percentage of the
tax to be imposed in lieu of a fixed fee or the actnal cost of
collection, the tax shall mean: unpaid tax, penalties and
interest.

18:2-2.6 Additional assessment of tax

(a) Upon audit or investigation of a return that has been
filed, where it is determined that there is a deficiency with
respect to the payment of any tax due, the additional taxes
shall be assessed together with penalties of five percent of
the additional tax and interest at the rate in effect immedi-
ately prior to October 1, 1975, and at the rate of 1} percent
per month or fraction thereof from October 1, 1975, to the
date of payment or until December 8, 1987, whichever is
earlier. On and after December 9, 1987 interest shall be
charged at the annual rate of five percentage points above
the prime rate, compounded daily from the later of the date
the tax was originally due or December 9, 1987, to the date
of payment. The taxpayer shall be given notice of such
assessment and a demand made upon him for payment.
The following are examples of interest and penalty liability:

1. On June 15, 1974, a taxpayer filed a return. On
February 15, 1976, the taxpayer was notified of an addi-
tional assessment and a demand was made upon him for
payment. The additional tax bears interest at the rate of
one percent per month or fraction thereof from the date
the tax was originally due to October 1, 1975, and at the
rate of 1% percent per month or fraction thereof from
October 1, 1975, to the date of payment. In addition,
taxpayer is subject to penalties of five percent of the
additional tax. This example applies only to tax liabilities
incurred prior to January 1, 1987 and paid prior to
December 8, 1987, the final day of the 90 day tax amnesty
period authorized by P.L. 1987, ¢.76.

2. Corporation X was a fiscal year taxpayer whose
year ended July 31, 1984. The final return was due and
filed on November 15, 1984. Upon audit in July, 1987, it
was determined that there was a $1,000 deficiency with
respect to tax due. If Corporation X pays the deficiency
on the final day of the 90 day tax amnesty period autho-
rized by P.L, 1987, c.76, which ends December 8, 1987,
the following amounts would be due:
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Deﬁc'iency assessed: $1,000.00
Simple interest calculated at nine percent per
annum* from November 16, 1984 through De-
cember 8, 1987 $ 27575
Total due $1,275.35

* Through statutory interest to December 8, 1987 was 18 percent, P.L.1987, c, 76
mandates a nine percent rate for debts paid during the 90 day amnesty period.

3. Corporation X fails to pay the deficiency assessed
within the amnesty period. When payment is made on
May 6, 1988 the taxpayer remits $1,746.63 which repre-
sents the following amounts:

Deficiency assessed: $1,000.00

Late payment penalty: five percent of the

balance of tax due $ 50,00

Simple interest calculated at the rate of

one and one-half percent per month from

November 16, 1584 through December 8,

1987 $ 555.00
$1.655.00 PLUS

Interest on $1,653.00, calculated at an annual rate of
the prime rate plus five percentage points compounded
daily from December 8, 1987 until the date of payment
(May 6, 1988). The applicable prime rate shall be the
rates effective on July 1, 1987, October 1, 1987 and
January 1, 1988. For the purposes of this example the
prime rate is assumed to be:

July 1, 1987 8.25 percent

October 1, 1987 8.75 percent

January 1, 1988 9.00 percent $ 9163
Total $1.746.63

18:2-2.7 Abatement of penalty and interest

(a) If the failure to pay any tax when due or the failure to
file any return is explained to the satisfaction of the Di-
rector, he may abate the payment of the whole or any part
of any penalty and may abate the payment of any interest
charge in excess of the rate of one-half of one percent per
month from the due date to October 1, 1975, and three-
quarters of one percent per month from October 1, 1975, to
the date of payment (N.J.S.A. 54:49-11) or December 8,
1987, whichever is earlier. On and after December 9, 1987
the Director may abate the payment of any interest charge
in excess of the rate of three percentage points above the
prime rate compounded daily to the date of payment on the
entire existing liability including any tax, penalty, and/or
accumulated interest charges.

(b) An abatement will be granted if the taxpayer can
show reasonable cause for failure to file any return or pay
any tax when due and makes full payment of the taxes due.
All of the facts alleged as a basis for reasonable cause for
failure to timely file a return or for failure to timely pay or
pay over any tax due must be affirmatively shown in a
written statement, containing a declaration that ‘it is made
under penalties of perjury, made by the taxpayer or other
person against whom the penalty or penalties have been
assessed or are assessable. Where the taxpayer or other
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person is unable to provide such statement or does not have
a personal knowledge of such facts, a showing of reasonable
cause may be made on behalf of the taxpayer or other
person by an individual with a personal knowledge of such
facts. In determining whether reasonable cause' exists, in
addition to an evaluation of such facts, the taxpayer’s previ-
ous compliance record with respect to all of the raxes
imposed may be taken into account.

(¢) The following exemplify grounds for reasonable cause,
where clearly established by or on behalf of the taxpayer or
other person.

1. The death or serious illness of the taxpayer or a
partner, officer, director, shareholder, employee or other
representative of the taxpayer or such individual’s un-
avoidable absence from the usual place of business, which
precluded timely compliance, may constitute reasonable
cause provided that:’

i. In the case of the failure to file any return, the
applicable return is filed; or

ii. In the case of the failure to pay or pay over any
tax, such amount is paid or paid over, within a justifi-
able period of time after the death, illness or absence.
A justifiable period of time is that period which is
substantiated by or on behalf of the taxpayer or such
other person liable for penalty, as a reasonable period
of time for filing the return and/or for paying any tax
based on the facts and circumstances in each case.
Substantiation may be required by the submission of
third-party verification in-the form of, for example,
doctor’s reports and hospital insurance carrier reports.

Example: It was established that illness incapacitated the
owner of a small business concern during the period of
delinquency. The taxpayer further established that no other
person had access to sufficient information which would
enable such person to timely file the delinquent return and
pay over the tax due. The return was filed and the tax due
was paid over within a justifiable period of time after the
owner returned to work. This constitutes reasonable cause
for failure to file the return and for failure to pay the tax
due. '

2. The destruction of the taxpayer’s or the taxpayer’s
representative’s place of business or business records by a
fire or other documented casualty, which precluded timely
compliance, may constitute reasonable cause provided
that:

i. In the case of the failure to file any return, the
return is filed; or

ii. In the case of the failure to pay or pay over any
tax, such amount is paid or paid over, within a justifi-
able period of time after the casualty has taken place.
A justifiable period of time is that period which is
substantiated by or on behalf of the taxpayer or such
other person liable for penalty, as a reasonable period

Supp. 12-18-95
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of time for filing the return and/or for paying any tax
based on the facts and circumstances in each case.
Substantiation may be required by the submission of
third-party verification in the form of, for example,
police accident reports and insurance claims and settle-
ments.

Example: The place of business, together with the busi-
ness records and the tax return, of a corporate taxpayer
were destroyed by a documented casualty immediately prior
to the date prescribed for filing the return and paying over
the tax due. Within a justifiable period of time after the
casualty took place the records of the taxpayer were recon-
structed, a return was filed and the tax due was paid over.
This constitutes reasonable cause for failure to file the
return and for failure to pay the tax due. .

3. The inability, for reasons beyond the taxpayer’s
control, to timely obtain and assemble essential informa-
tion required for the preparation of a complete return,
despite the exercise of reasonable efforts, may constitute
reasonable cause provided a return is timely filed and the
tax is timely paid or paid over on that portion of the tax
liability which can be ascertained. The relevant facts
affecting that portion of the tax liability which cannot be
ascertained must be fully disclosed with the timely filed
return and when such liability is ascertained, and where
applicable collected, an amended return must be immedi-
ately filed together with any additional tax due.

Example: Due to an inability to obtain certain records, a
taxpayer was unable for reasons beyond its control to deter-
mine its proper tax liability prior to the prescribed date for
paying its tax. The taxpayer timely filed a return and paid
the tax due on that portion of the tax liability which was
ascertainable. Attached to the return was a rider which
explained in detail why the proper tax liability could not be
determined prior to the due date. When the records in
question were obtained and assembled, an amended return
was immediately filed and the additional tax due was paid.
This constitutes reasonable cause for faflure to pay the tax
due.

4, A pending conference with the Division of Taxa-
tion, or a pending action. or proceeding for judicial deter-
mination may constitute reasonable cause, unfil the time
in which the taxpayer has exhausted its administrative or
judicial remedies, as applicable, for a taxable period or
periods the return or returns for which are due subse-
quent to the commencement of the conference proceed-
ing, or the commencement of the judicial action or pro-
ceeding provided that: |

r

i, The action or proceeding involves a question or
issue affecting whether or not the individual or entity is
required to file a return and/or pay tax;

ii. The. action or proceeding is not based on a
position which is frivolous; and

Supp. 12-18-95
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iii. The facts and circumstances for such taxable
period or periods are identical or virtually identical to
those of the taxable period or periods covered by the
action or proceeding.

Example: An individual is awaiting a determination, after
a hearing, of the Tax Court of New Jersey regarding wheth-
er or not such individual was required to file a return and
collect and remit tax in a prior taxable period. The petition
on the matter to the Tax Court was filed prior to the due
date for the return for the current taxable period. The facts
and circumnstances for the current taxable period are identi-
cal to those of the period covered by the petition. The
individual’s position is arguable and has merit based on case
law or other recognized legal authority. This constitutes
reasonable cause for failure to file a return and for failure
to pay the tax due for the current period.

5. Any other cause for delinquency which would ap-
pear to a person of ordinary prudence and intelligence as
a reasonable cause for delay and which clearly indicates
an absence of willful neglect may be determined to be
reasonable cause. Ignorance of the law, however, will not
be considered as a basis for reasonable cause.

Example 1: A manufacturer with production facilities
throughout New Jersey has established an accrual account-
ing system to record purchases subject to use tax. The
manufacturer, as the result of his first sales and use tax
audit, owes additional use tax because of occasional misclas-
sification of office supplies and equipment. After a review
of a written statement, submitted by the taxpayer, containing
all of the facts alleged as a basis for reasonable cause, it was
determined that the taxpayer had made reasonable efforts
to account for its use tax liabilities, that the understatement
of tax was unintentional and that the manufacturer had
otherwise substantially complied with the law. The audit
findings established that willful neglect did not occur and
reasonable cause existed. Therefore, penalty and interest in
excess of the statutory minimum will be waived.

Example 2: A vendor who operates a large restaurant
business has an accounting system which is devised in such a |
way that the tax to be remitted each quarter is based on the
accumulated taxable sales. An overcollection test was per-
formed on the guest checks which disclosed occasional
miscalculation of tax by vendor’s staff which resulted in an
understatement of the tax due and paid. The taxpayer
submitted a written statement containing all of the facts
alleged as -a basis for reasonable cause. The understate-
ment of thé tax due was not considered substantial, taking
into account the size of the operation, volume of sales and
an-otherwise sound accounting system. The audit findings
established that willful neglect did not occur and that rea-
sonable cause existed. Therefore, the penalty and interest
in excess of the statutory minimum would be waived.
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(d) A failure to pay will be considered to be due to
reasonable cause, to the extent that the taxpayer has made a
satisfactory showing that he exercised ordinary business care
and prudence in providing for payment of his tax liability
and was nevertheless either unable to pay the tax or would
suffer an undue hardship if he paid on the due date. In
determining whether the taxpayer was unable to pay the tax
in spite of the exercise of ordinary business care and pru-
dence in providing for payment of his tax liability, consider-
ation will be given to all the facts and circumstances of the
taxpayer’s financial situation, including the amount and
nature of the taxpayer’s expenditures in light of income (or
other amounts) he could, at the time of such expenditures,
reasonably expect to receive prior to the date prescribed for
the payment of the tax. Thus, for example, a taxpayer who
incurslavish or extravagant living expenses in an amount
such that the remainder of his assets and anticipated income
will be insufficient to pay his tax, has not exercised ordinary
business care and prudence in providing for the payment of
his tax liability. Further, a taxpayer who invests funds in
speculative or illiquid assets has not exercised ordinary
business care and prudence in providing for the payment of
his tax liability unless, at the time of the investment, the
remainder of the taxpayer’s assets and estimated income will
be sufficient to pay his tax or it can be reasonably foreseen
that the speculative or illiquid investment made by the
taxpayer can be utilized (by sale or as security for a loan) to
realize sufficient funds to satisfy the tax liability. A taxpay-
er will be considered to have exercised ordinary business
care and prudence if he made reasonable efforts to conserve
sufficient assets in marketable form to satisfy his tax liability
and nevertheless was unable to pay all or a portion of the
tax when it became due.

1. In determining whether reasonable cause and good
faith exist, the most important factor to be considered is
the extent of the taxpayer’s effort to ascertain the proper
tax lability. In addition to any relevant grounds for
reasonable cause as exemplified in (c) above, circum-
stances that indicate reasonable cause and good faith with
respect to the substantial understatement or omission of
tax, where clearly established by or on behalf of the
taxpayer, may include the following:

i An honest misunderstanding of fact or law that is
reasonable in light of the experience, knowledge and
education of the taxpayer;

. il A computational or transcriptional error;

iii. The reliance by the taxpayer on written advice
provided by an officer or employee of the Division of
Taxation, any written information, professional advice
or other facts provided such reliance was reasonable
and the taxpayer had no knowledge of circumstances
which should have put the taxpayer upon inquiry as to
whether such facts were erroneous; or

iv. The filing of an amended return which shows an
additional amount of taxes due or which adequately
discloses the tax treatment of an item which should
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have been adequately disclosed with the original return,
provided the amended return is filed prior to the time
the taxpayer is first contacted by the Division of Taxa-
tion concerning an audit or an examination of the
return.

2. In determining if the taxpayer exercised ordinary
business care and prudence in providing for the payment
of his tax liability, consideration will be given to the
nature of the tax which the taxpayer has failed to pay.
Thus, for example, facts and circumstances which, because
of the taxpayer’s efforts to conserve assets in marketable
form, may constitute reasonable cause for nonpayment of
income taxes may not constitute reasonable cause for
failure to pay over trust fund taxes such as sales and gross
income withholding taxes.

(¢) The provisions of this section shall apply to the extent
pertinent where any taxpayer substantially understates the
amount of taxes required to be shown on the return and
such understatement or omission was due to reasonable
cause and not due to willful neglect. Reasonable cause and
the absence of willful neglect may be determined to exist
only where the taxpayer has acted in good faith.

Amended by R.1991 d.528, effective November 4, 1991
See: 23 N.J.R. 1899(a), 23NJR. 3342(c).
Added new (b)-(e).

Case Notes

Computation of interest mitigated by absence of fraud. General
Trading Co., Inc. v. Director, Div. of Taxation, 83 N.J. 122, 416 A.2d 37
(1980).

18:2-2.8 Criminal penalties

(a) The State Tax Uniform Procedure Law contains crim-
inal penalties for persons who violate the State tax laws
administered by the Division of Taxation. Criminal provi-
sions are prescribed by law for the following acts or omis-
sions:

'1. "Any of the following constitute a disorderly persons
offense:

i. Failure to file any return or report required by
any State tax law;

ii. Failure to pay over any tax required by any State
tax law;

iii. Filing or causing to be filed, or made any return,
certificate, affidavit, representation, information, testi-
mony or statement, required or authorized by any State
tax law, which is false;

iv. Failure to file a bond required to be filed by any
State tax law;

v. Failure to file an apphcanon for registration,
certification, or such data in connection therewith as
the director by regulation or otherwise may require
under any State tax law;

¢
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vi, Failure to display or surrender any certificate of
authority as may be required by any State tax law;

vii. Assigning or transferring any certificate of au-
thority in violation of any State tax law;

viii. Failure to charge any state tax as required by
any State tax law;

ix. Failure to separately state or account for any
State tax as required by any State tax law;

% Failure to withhold any State tax as required by
any State tax law; or

xi, Failure to keep any records required by any
State tax law or rule of the Director issued thereunder.

2. The offenses provided in (a)l above shall be in
addition to any other penalties prescribed in P.L. 1987,
c.76 or otherwise prescribed by law,

3. Any of the following constitute a fourth degree
crime:

i. Intentionally providing false information to hin-
der an official investigation, inquiry examination or
audit by the Division of Taxation (N.J.S.A. 54:52-7);

ii. Failure to license or register with the Division of
Taxation and/or engaging in conduct which would re-
quire registration with the intention to evade tax
(NJ.S.A. 54:52-13);

iii. Knowingly operating under a voided corporate
charter (N.J.S.A. 54:52-16);

iv. Knowingly dealing with unlicensed persons and
assisting such person in avoiding or evading any State
tax (N.J.S.A. 54:52-17); or

v. Knowingly swearing to any false or fraudulent
statement with an intention to evade or avoid any tax
penalty or interest (N.J.S.A. 54:52-19).

4. Any of the following constitutes a third degree
crime:

i. Failure to file a return or report with intention to
evade or avoid tax, fee, penalty or interest pursuant to
State Tax Uniform Procedure Law (N.J.S.A. 54:52-7),

ji. Failure to remit any sums collected for the bene-
fit of the State with intent to evade or avoid tax, fee,
penalty and interest (N.J.S.A. 54:52-9);

iii. Preparation of false or fraudulent return report
or statement with intent to evade or avoid any tax, fee,
penalty or interest (N.J.8.A. 54:52-10);

iv. Preparation or maintenance of fraudulent or.

false books or records with intention to evade or avoid
tax, fee, penalty or interest (N.J.S.A. 54:52-11);

v. Failure to maintain books or records as required

by State tax law with intent to evade or avoid tax, fee, '

penalty or interest (N.J.S.A. 54:52-12); or
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vi. Failure to collect or withhold any State tax with
intention not to make timely payment of tax, fee,
penalty or interest (N.J.S.A. 54:52-13).

5. The intentional failure to remit taxes collected or
withheld of $75,000.00 or more shall be considered a
second degree crime.

18:2-2.9 (Reserved)

18:2-2,10  Credit for erroneous payments and collections

{a) Where it is determined as a result of the audit of any
taxpayer that a State tax has been erroneously or illegally
collected from such taxpayer, or has been paid by such
taxpayer under a mistake of law or fact, and where no
questions of law or fact are involved, the Director may
credit the erroneous overpayment of tax to the account of
the taxpayer to offset the amount of a deficiency assessment.
Such offsets will be made with the following limitations:

1. Credit for the erroneous payment must be made
within the time in which a deficiency assessment must be
made for such tax as provided by law; and

2. Credit shall only be applied in order to offset a
liability for a period which is covered by the applicable
assessment period; and

3. Credit for erroncous overpayments shall only be
made to offset a deficiency assessment made by the
Director under the same state tax law.

(b) An audit of a taxpayer can only be initiated by the
Division and not at the request of a taxpayer.

18:2-2.11 Prime rate defined

For the purposes of determining the interest charge to be
assessed against a taxpayer, prime rate shall mean the
average predominant prime rate, as determined by the
Board of Governors of the Federal Reserve System, quoted
by commercial banks to large businesses as of the first
business day of the calendar quarter immediately preceding
the quarter within which the tax or payment became due.
The applicable rate shall be adjusted on the first business
day of each quarter thereafter over the life of the debt.

SUBCHAPTER 3. REQUIREMENTS FOR
PAYMENT OF TAXES BY ELECTRONIC
FUNDS TRANSFER

Source and Effective Date

R.1994 d.63, effective February 7, 1994.
See: 25 N.LR. 1078(a), 26 N.I.R. 824(a).
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18:2-3.5

18:2-3.1 Purpose

These rules enable the State to receive the actual tax
monies from certain taxpayers, by the payment due date,
because the taxpayers are required to pay their taxes by
electronic funds transfer, instead of being allowed to pay by
check or other similar instrument.

18:2-3.2 Scope

This subchapter establishes the bases for determining
which taxpayers must pay taxes by electronic funds transfer
{EFT), as well as the basic requirements for paying by EFT.

18:2-3.3 Definitions

The following words and terms, when used in this sub-
chapter, have the following meanings, unless the context
clearly indicates otherwise.

"“ACH” (automated clearing house) means a Federab
reserve bank, or an organization established by agreement
with the National Automated Clearing House Association
(NACHA), which operates as a clearing house for transmit-
ting or receiving entries between banks and bank accounts,
and which authorizes an electronic transfer of funds be-
tween the banks or bank accounts.

“ACH credit” means a transaction in which the taxpayer,
through its own bank, originates an entry crediting the State
of New Jersey’s bank account and debiting its own bank
account for the amount of the payment due.

“ACH debit” means a transaction in which the State of
New Jersey, through its designated depository bank, origi-
nates an ACH transaction debiting the taxpayer’s bank
account and crediting the State’s bank account for the
amount of the payment due.

“Director” means the Director of the Division of Taxa-
tion in the Department of Treasury. .

“EFT” (electronic funds transfer) means any transfer of
funds, other than a transaction originated by check, draft or
similar paper instrument, that is initiated through an elec-
tronic terminal, telephonic instrument or computer or mag-
netic tape for the purpose of ordering, instructing or autho-
rizing a financial institution to debit or credit an account.

“Prior year liability” means the total liability for any tax
imposed on, collected by or withheld by the taxpayer in the
calendar year or the fiscal or calendar privilege period, as
determined under the specific law regarding that tax, ending
before the calendar year or fiscal or calendar privilege
period for which an electronic funds transfer payment is
determined to be required.

“State tax” means any tax which is payable to or collect-
ible by the Director.

“Taxpayer” means any person or entity owing or liable to
pay any tax, or any person or entity deemed to be so owing
or liable.

18:2-3.4 Payments required to be paid by electronic funds
transfer

(a) Between March 1, 1993, and February 28, 1994, a
taxpayer that had a prior year liability for any type of tax,
with certain exceptions in (f) below, in the amount of
$200,000 or more shall remit all its State tax payments of all
types, with certain exceptions in (f} below, by using EFT.
The taxpayer may choose the ACH debit methed or the
ACH credit method of EFT.

(b) Bétween March 1, 1994, and February 28, 1995, a
taxpayer that had a prior year liability for any type of tax,
with certain exceptions in (f) below, in the amount of
$100,000 or more shall remit all its State tax payments of all
types, with certain exceptions in (f) below, by using EFT.
The taxpayer may choose the ACH debit method or the
ACH credit method of EFT,

(¢) Between March 1, 1995, and February 29, 1996, a
taxpayer that had a prior year liability for any type of tax,
with certain exceptions in (f) below, in the amount of
$50,000 or more shall remit all its State tax payments of all
types, with certain exceptions in (f) below, by using EFT.
The taxpayer may choose the ACH debit method or the
ACH credit method of EFT.

(d) Beginning March 1, 1996, a taxpayer that had a prior
year liability for any type of tax, with certain exceptions in
(f) below, in the amount of $20,000 or more shall remit all
its State tax payments of all types, with certain exceptions in
(f) below, by using EFT. The taxpayer may choose the
ACH debit method or the ACH credit method of EFT.

(e) The EFT requirements of (a) through (d) above apply
to any estimated tax payments due from a taxpayer.

(f) The EFT requirements of (a) through (d) above do
not apply to payments of the following types of taxes:

1. Transfer inheritance tax imposed pursuant to
N.J.S.A. 54:33-1;

2. Estate tax imposed pursuant to N.J.S.A. 54:38-1;

3. Gross income tax payments of estimated or final tax
liability imposed pursuant to N.J.S.A. 54A:8-5 and
N.J.S.A. 54A:8-1, but not including withholding tax im-
posed pursuant to N.J.S.A. 54A:7-1 and 54A:7-1,1.

18:2-3.5 Specific requirements

(a) A taxpayer that is required to pay by EFT shall
initiate the transfer and take whatever other steps are
necessary so that any tax payment due is deposited in the
State of New Jersey’s account in the designated depository,
on or before the date that the tax is due according to the
pertinent law.
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(b) A taxpayer shall make separate EFT transactions for
cach payment of each type of tax.

(c) A taxpayer may switch its choice of method to the
other method of EFT for all its payments if the taxpayer
gives the Director notice in writing 60 days in advance of
using the other method,

(d) Whichever method (ACH credit or ACH debit) a
taxpayer chooses for complying with its EFT requirements,
the taxpayer shall use the same method for payment of all
the types of taxes it is required to pay by EFT.

(e) If a taxpayer chooses the ACH debit payment option
and the banking information necessary to generate ACH
debits changes, the taxpayer shall give the Director notice in
writing at least 60 days prior to the date the change will take
effect. -

18:2-3.6 Determination of prior year liability

(2) The Director will annually, on such date as is practi-
cable, determine taxpayers’ prior year liability for one or
more types of taxes. If an actual prior year liability cannot
be determined, the Director may make a determination
according to an estimated prior year liability.

(b) For tax payments due between March 1, 1993 and
February 28, 1994, the Director shall base “prior year
liability” on: '

1. The tax liability for calendar year 1992, if the
Director is determining a prior year liability with regard
to a type of tax for which liability is based on one or more
calendar months, one or more calendar quarters or a
calendar year; or

2. The tax liability for any fiscal year or privilege
period ending between January 1, 1992 and December 31,
1992, if the Director is determining a prior year liability
with regard to a type of tax for which liability is based on
a fiscal year or privilege period.

(c) For tax payments due between March 1, 1994 and
February 28, 1995, the Director shall base “prior year
liability’” on:

1. The tax liability for calendar year 1993, if the
Director is determining a prior year liability with regard
to a type of tax for which liability is based on one or more
calendar months, one or more calendar quarters or a
calendar year; or

2. The tax liability for any fiscal year or privilege
period ending between January 1, 1993 and December 31,
1993, if the Director is determining a prior year liability
with regard to a type of tax for which liability is based on
a fiscal year or privilege period.

(d) For tax payments due between March 1, 1995 and
February 29, 1996, the Director shall base “prior year
liability” on:

1. The tax liability for calendar year 1994, if the
Director is determining a prior year liability with regard
to a type of tax for which liability is based on one or more
calendar months, one or more calendar quarters or a
calendar year; or ’

2, The tax liability for any fiscal year or privilege
period ending between January 1, 1994 and December 31,
1994, if the Director is determining a prior year HLability
with regard to a type of tax for which liability is based on
a fiscal year or privilege period.

(e) For tax payments due in March of 1996 and thereaf-
ter, the Director shall base “prior year liability” on:

1. The tax liability for the calendar year preceding the
calendar year in which the Director makes the prior year
liability determination, if the Director is determining a
prior year liability with regard to a type of tax for which

* liability is based on one or more calendar months, one or

more calendar quarters or a calendar year; or

2. The tax liability for any fiscal year or privilege
period ending in the calendar year preceding the calendar
year in which the Director makes the prior year liability
determination, if the Director is determining a prior year
liability with regard to a type of tax for which liability is
based on a fiscal year or privilege period.

18:2-3.7 Notice to taxpayers

{a) The Director will notify taxpayers of their EFT pay-
ment requirements at least 30 days prior to the date on
which the Director first requires compliance with N.J.A.C.
18:2-3.4(a) through (e).

(b) The failure of the Director to notify a taxpayer as
required by (a) above shall not relieve a taxpayer from
compliance with its EFT payment requirements. However,
if the Division’s records indicate that the Director failed to
notify the taxpayer as required by (a) above, the Director
may take the lack of notice into consideration with respect
to any request for a waiver of penalty or-interest.

(c) The Director will annually, on such date as is practi-
cable, notify those taxpayers that do not meet the current
“prior year liability” threshold for being required to pay by
EFT.

18:2-3.8 Penalties and interest for late EFT payments

(a) f an EFT payment is deposited later than the date
required by N.J.A.C. 18:2-3.5(a), the Director shall, for the
period between the required and the actual deposit date,
assess late payment penalties and interest as provided under
the State Tax Uniform Procedure Law or under the perti-
nent State tax law.
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18:2-4.3

(b) If the availability of funds for EFT payment is de-
layed, and if the taxpayer shows, to the satisfaction of the
Director, that the delay was due to reasons beyond the
control of the taxpayer, the Director shall abate penalties
and interest. Circumstances such as the taxpayer being in a
poor financial condition will not, by itself, be deemed to be
reasons beyond the control of the taxpayer,

1

18:2-3.9 Failre to comply

(a) If a taxpayer is required to remit a tax. payment by
EFT and the taxpayer pays (with sufficient funds) by check,
draft or similar instrument, payment shall be deemed to
have been made on the third business day after the date the
Director receives the check, draft or similar paper instru-
ment.

]:“:xampleI 1: Funds represented by a check on a bank
seized by bank regulators are considered received when
honored, rather than tendered, even though there were
sufficient funds at the time of tender,

Example 2: A check drawn on sufficient funds is consid-
ered received when honored, rather than tendered, if honor-
ing the check is delayed due to computer faﬂure (other than
a failure of the Division’s computers).

(b) The Director will not consider any claim or assertion
by a taxpayer that its check, draft or other instrument
cleared prior to the date it was deemed to have been paid
under {(a) above,

Amended by R.1994 d.305, effective June 20, 1994,
See: 26 N.J.R. 1612(a), 26 N.I.R. 2591(a).

18:2-3.10 Voluntary EFT payment

(a) A taxpayer not required to remit payments by EFT
may, upon written approval from the Director, use the ACH
debit or ACH credit method for EFT payment for such
types of taxes as the taxpayer elects.

(b) Once the Director has given written approval, a tax-
payer must use the approved EFT method of payment
unless the taxpayer gives the Director notice in writing at
least 30 days prior to withdrawing from voluntary partic-
ipation.

{c) Except as otherwise provided in this section, any
taxpayer voluntarily remitting taxes by EFT must follow the
EFT requirements of this subchapter and any pertinent
guidelines prescribed by the Director.

18:2-3.11 Effect of subchapter

If the provisions of these rules conflict with the provisions
of any other tax rule concerning the payment of State taxes,
except those taxes excepted in N.JA.C. 18:2-3.4(f), the
provisions of N.J.S.A, 54:48-4.1 and these rules shall govern,
unless the context clearly indicates otherwise.
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SUBCHAFPTER 4. POSTMARK RULE

Authority
N.J.S.A. 54:49-12.5 and 54:50-1.

Source and Effective Date

R.1995 d.609, effective December 4, 1995.
See: 27 N.J.R. 3589(a), 27 N.J.R. 4906(b).

18:24.1 Purpose

This subchapter provides rules for the interpretation and
administration of N.J.S.A. 54:49-3.1, which requires that a
timely postmark shall be deemed a timely filing or remit-
tance, and that the use of registered or certified mail shall
be deemed prima facie evidence of delivery.

18:24.2 Definitions

The following words and terms, when used in this sub-
chapter, shall have the following meanings, unless the con-
text clearly indicates otherwise.

“Document” means any return, report, declaration of
estimated tax, claim, statement, notice, application, affidavit,
petition, protest or other document required to be filed
within a prescribed period or on or before a prescribed date
under the authority of any provision of the tax laws. How-
ever, such term does not include any document that is
required under any provision of the tax laws or the regula-
tions to be filed or delivered by any method other than
mailing.

“Payment” means any payments required to be made
within a prescribed period or on or before a prescribed date
under the authority of any provision of the tax laws. How-
ever, the term does not include any remittance unless the
amount thereof is actually received by the Division. For
example, if a check is used as a form of payment, this
section does not apply if such check is not received, or if
received, is not honored upon presentment. Furthermore,
such term does not include any payment that is required
under any provision of the tax laws or regulations to be
made by any method other than mailing.

18:2-4.3 Postmark date deemed date of filing or payment

For documents required to be filed with or payments to
be made to the director generally, and except as otherwise
provided, the date of the United States postmark as
stamped on the envelope or other wrapper in which such
document or payment is contained will be deemed to be the
date of filing or payment. Where delivery is made by
courier, delivery messenger or similar service, the date of
receipt by the Division, as evidenced by an authentic Divi-
sion of Taxation date stamp, will be deemed to be the date
of filing or payment,
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18:2-4.4 Mailing requirements

(a) Documents and/or payments shall not be considered
to be timely filed or timely paid unless mailed in accordance
with all of the following requirements:

1. The documents or payment must be contained in
an envelope or other appropriate wrapper properly ad-
dressed to the address designated by the Division of
Taxation.

2. The envelope or wrapper containing the document
or payment must be deposited in the mail of the United
States within the prescribed period on or before the
prescribed date with sufficient postage prepaid. For this
purpose, such document or payment is considered to be
deposited in the mail of the United States when it is
deposited with the domestic mail service of the United
States Postal Service. The domestic mail service of the
United States Postal Services includes mail transmitted
within, among, and between the United States, its territo-
ries and possessions, and Army Air Force (APO) and
Navy (FPO) post offices.

18:2-4.5 United States postmark

If the postmark on the envelope or wrapper containing
the documents or payments is made by the United States
Postal Service, to be timely such postmark must bear a date
stamped by the United States Postal Service which is within
the prescribed period or on or before the prescribed date
for filing or paying (including any extensions of time granted
for filing or paying). If the postmark stamped by the United
States Postal Service on the envelope or wrapper does not
bear a date which falls within such prescribed period or on
or before such prescribed date for filing or paying, the
document or payment will not be considered to be timely
filed or paid, regardless of when the envelope or wrapper
was deposited in the mail. Accordingly, the sender assumes
the risk that the envelope or wrapper will not bear a
postmark date stamped by the United States Postal Service
within the prescribed period or on or before the prescribed
date for filling or paying (including any extensions of time
granted for filing or paying). See N.J.A.C. 18:2-4.9 with
respect to the use of registered mail or certified mail to
avoid this risk. Furthermore, if the postmark made by the
United States Postal Service on the envelope or wrapper
containing the document or payment is not legible, the
provisions of N.J.A.C. 18:2-4.6 shall apply.

Example 1: 3rd Quarter Sales and Use Tax Return

Due Date: October 20
Postmarked: October 20
Received by Division of Taxation =~ October 24

The return would be considered timely filed.

Example 2: 3rd Quarter Sales and Use Tax Return

October 20
October 21

Due Date:
Postmarked:

Supp. 12-18-95

Received by Division of Taxation ~ October 26

The return would be considered filed on October 26.

18:2-4.6 Metered mail

Documents and payments not postmarked by the United
States Postal Service shall be deemed to be mailed and
postmarked three days prior to the date upon which such
documents and payments are received by the Division.

18:2-4.7 Multiple postmarks

If the envelope or wrapper containing the document or
payment has a postmark made by the United States Postal
Service in addition to a postmark made other than by the
United States Postal Service (for example, metered mail),
the postmark which was made by the United States Postal
Service will be determinative of the filing date.

18:2-4.8

If the envelope or wrapper containing the document or
payment bears sufficient prepaid United States postage but
is missing any postmark whatsoever, the document shall be
deemed filed, or the payment shall be deemed paid, three
days prior to its receipt by the Division of Taxation.

No postmark

18:2-4.9 Registered or certified mail deemed prima facie
evidence of delivery

If any document or payment is sent by United States
registered or certified mail, such registration or certification
shall be prima facie evidence that the document was deliv-
ered to the director, bureau, office, officer or person to
which or to whom addressed. The timeliness of such
document or payment delivered as evidenced by such regis-
tration or certification shall be determined under the provi-
sions of N.J.A.C. 18:24.10.

18:2-4.10 Registration or certification date deemed
postmark date
(a) If an envelope or wrapper containing a document or
payments is sent by United States registered mail, the date
of such registration is treated as the postmark date and the
date of filing or paying.

(b) If an envelope or wrapper containing a document or
payment is sent by United States certified mail and the
sender’s receipt for certified mail is postmarked by the
postal employee to whom such envelope or wrapper is
presented, the date of the postmark on such receipt for
certified mail is treated as the postmark date and the date
of filing or paying.

(c) If an envelope or wrapper containing a document or
payment is sent by United States certified mail and the
sender’s receipt for certified mail is not postmarked by the
postal employee to whom such envelope or wrapper is
presented, the document shall be deemed filed or the
payment shall be deemed paid, three days prior to its receipt
by the Division.
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18:2-6.1

18:2-4.11 Foreign postmark

If the envelope or wrapper containing the document or
payment is mailed from a foreign country and received by
the Division, the date of the official postmark stamped on
the envelope or wrapper will be deemed to be the date of
filing or payment. The envelope or wrapper must be
properly addressed, have sufficient postage prepaid and bear
a date stamped by such foreign country’s official postal
service which is within the prescribed period or on or before
the prescribed date for filing or paying (including any valid
extensions of time).

18:2-4.12 Weekend and holiday

For purposes of this subchapter, when the last day pre-
scribed (including any extensions of time) for filing a docu-
ment, making a payment, or performing any act falls on a
Saturday, Sunday or a day which is a legal holiday in the
State of New Jersey, the performance of such acts will be
considered timely if performed on the next succeeding
business day.

SUBCHAPTER 5. (RESERVED)

SUBCHAPTER 6. CONFIDENTIALITY AND
DISCLOSURE

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

2-13

Source and Effective Date
R.1995 d.610, effective December 4, 1995,
See: 27 N.J.R. 3591(a), 27 N.LR. 4907(a).

18:2-6.1 Records confidential
(a) Division of Taxation records and files are confidential
and privileged.

(b) Division officers and employees, former Division offi-
cers and employees, any Division employee engaged in the
custody or administration of Division records, and any per-
son who may have secured information from Division rec-
ords, may not divulge, disclose or use for their own personal
advantage any information obtained from Division records,
from the examination or inspection of the property of any
person, or any copy of a federal return or federal return
information required to be attached to or included in any
New Jersey return.

(c¢) The Division of Taxation is not required to produce
any records or files for inspection of any person or use in
any action or proceeding except when the records or files
are shown to be directly involved in an action or proceeding
under the State Tax Uniform Procedure Law, N.J.S.A.
54:48-1 et seq. or other State tax law, or where the determi-
nation of an action or proceeding will affect the validity or
amount of State claims for taxes, or any lawful proceeding
for the investigation and prosecution of violations of the
criminal provisions of the State Tax Uniform Procedure Law
or other State tax law.

(d) Violation of these provisions is a crime of the fourth
degree.

(e) Requests for information from Division records, in-
cluding requests for information pursuant to N.J.S.A.
54:50-9, should be directed to the Division of Taxation
Office of Chief of Staff.
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