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SUBCHAPTER 1. FORMS. 

18:2-1.1 Reproduction of forms , 
(a) 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-
ductimis 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 srune as on the official form; 
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. ·---·:-. .,.•... .. . . ' ·I ..... ,· ... •· . 
: ·::pEl'T,-OF TJIBASlJRY~T~TION 

', .· .. , ui. Sepa;ate pages. mµst be ~fastened t9gethe:r )n .. · .. 18:~2.3 Fail~r~:t~ file refi~~n mftiroe 
·, •• numerical.;prder;.··· . . ~\;··. 

'. · . ( ay Onipr~efore _D~celnbet ~,: 1987; a~~. taxparer failin~ · . \._,) , 
. , iv. .Each sep~ate page inust be:clearly identified:by , to file a retur11 .witltin the twie prescribed .by th~ act · > .. .· 

' '!•. · ...... '· .. < 

.. ·Hstfug:at· the top of the· page the taxpayer's pa.me, the'." < i~posirig. a particular tax ·shall 6e liable for ;tije' following, . . . . 
. Federal icl¢ntificati6n number .and. the appropriate: ~ew : .. , , . . ,- . · , ' · · .. : . ' ·· ·' ·.. . ·. . · · · .. · · · · 1: ... ·· A lat'e.filing, p_e_· nalty of .. $2.o, o, foi:_··•_eac .. ,h. day .. that t.,h.·. e .. ·· · . ' . Jersey serialnuIJ1bei, .· ·· 

., • · • · .. • J. · return.isde,linquent;.,plµs. . \ , .· 
5. · The qu,ality 6( the ,reproduction of "tp.e ·print~d . , .. .. . ·""· . 

Watter inus.f )~. substan1tially' fu,e sairie afthat of the . · 2., A; penalty of five percent per month or fraction 
. . bfficial form:, and the filled~irt inforriuition must be. entire-· · · · .· .. thereo{ of the total )rut liability nofto . ex~e.ed 25 per~ent · 
. ly_legibie~/ . . of suc;ff tax liabiltfy. . .. . . . . . . 

. ' ' .' ... ' . '. . ·. .• ' . (. '.' . 

•• . . 6.. 'f!:ie taxpayer's :fulf and.· c~orrect na,rrte• and ·ade;lre$S , .. · . .. . , .. . . . . • . I . . . ... · ... , and, the. iden,tifying ntgn,becas it appears·· <>n :thei fo:rm 
· ~Iiilishe'~ :bf th.e Pirfctqr ;mus{~e typed or legibly printed ..... 
on the r~JirndU:ctton: - / · · · · · · · ·· · · · · · 

i 1i~ , ~~production: of fornis rrtay b~ 1made'after insertiop . ' . 
· of, the tax computatiqni; an~: the. othdr required infonria- ., '-
.tion; . · Ifqweyer, all signa~ur~Spn :forms to be ·file~ m;u~t 
be original sign;atures, -~:ffixed subseqmmt to: the i:eproduc-

• ~. _,< \ ·< ' :- '_:. ·.. •, - . . :. ,\,. ' . : ·-· .-- . . 
(b J: ·on: and after. Deceflll:>er 9; · ,1987, any taxpayer failin& 

td file a return , ~ithin 'the . time prescribed 'by the act 
imposin,g ·. a ·pa~ticu,Ja{ tax shall .be Jia'ble_ for the folloiving: 

. · <i. ··. A,i~t~. fUihg p~nitlty of $1QQ;00 ~et·m~nth or any 
. pait 'of : a· mcmth . thaf ·"tli.e return· is delfuquent; .. plus 

. ··.,_;·. ,-._·... ·'· ·" ,· .·.::··.··.;""• · ... -_· ·.· .-.. ·, . •.' .. :. : 

/'2 .. · A pehalty:~f fiv~ p~rceiitper oi6nth or any p~rt. of. · 
. a month ,of .th-e total. tai liability ,:o,ot to· exceed . 25 · peicent . ' 
~fsuc:h t~iiabHityi ' . ' .• . .• • ...•.... ·. • ·.·. ' I • • • ; , ;, •• tio?· pro7esf > < .. . . ,, < < · ·. 1 , .· , ,, ·. · 

_8: The Director does .not approve ·orJlisappiove the_ · · · .. • · · - · , ·· •· · . ··· ·. , ·· .. · 
sp~cific iquiprrient or. process used• iri. reproducing. ~ffic:iai .· \ .: ' .. (c). B.oth penalties: set .forth. in (a) and.· (bf above sha)l be: 

· . · · , . , , ·. . ··. · · . · . ··. · · ... · .·· - , imposed qn the first day following the original.due date :of . forms, but requites only thatthe reproduced.fo'i.Jris satisfy , . · - · · · • · . . · - . ·. 
the Stated conclition~, . It shc;:iilld be noiec( Jlpwever,)hat I'' the return and on ,the same calendar day'.'qfe:acll succe~ding 

· ·· · · ·· · · , - · · · · · inonth tl;lereafter; The fqllovving are exam,ples<of perialty ph,otosta~s _do QOt i:µeet ali onJ;ie above conditions; ·. . . ' ' . ' . . . I . ·. ' ·. . . . ·. . . . cqmputatmns,. · · 
.. ·· <' 9; Th~ t>irector d,oes not aP,pr~v:i& or disapprqve the, · · · · · · · · ·· · · · · ;~ 

· .. ·specific writing medium or style of writing to.be used, but .•.. L .A torporat~jtaxpayer \'filed its 1987. ~orporatio~ ·.· ":_~ ... · J.) 
' requires Jhat-the filledc iri' infor~ation on .the reprodu'c;ed . ·, bu~hiess t~ return 'wttf a due tlaie. of April' 15; · 19SE on 
t9rm be ;0f gdog q)iality black~·on-white, with handwriting ·· June 1, 19_8K The tetilm is 47 day{iate. , The (axpaye'r 
o,fsatisf~ctorylegibility.f · · · · : i .· · 4ad a total tax 11ability fC>r 1987 of $10,0QO.OO. In addf;, ; ·.· . 

. c,. , tion to, the. 11npaid'tax the, taxpayer pwes th:¢ following. '· .. 
R.1974 d.182, effective July 3, i974. 
See:· 6 N.J.R. 250(c)_, 6 N.J.R. 328(a). 

' ,. · su~tHAPtER2; · PENALTIES AND iNJ:EREST 

1s:tt1 ·: Applicattpn. •r 
.. ··•· -•·· ~This . subch~pt~r is,· appli~able ~o ·pe~alty ~d. int¢resf 
.· .. i!'.;llPO&iJidris~m:ade :o~ and 'after OC!<>ber · 1, J97~; .. P~~suantto .· 

P.~ .. J975, C;l77, apprqyed A~gust 4, 1975 ahcl,the S_taUfTax 
·uniform.Procedure Lawi as amend~~ to and.including P.L .. 
J987, c.7~,.; (. ' 

, .. (,lS:i.i:2 ,' : Tax laws affected . · ,:, . 

· 'ffi'e pr9Vi$ion~ ofth~ State T1r tJ~~oi:rp Procedure Law 

· amounts: · · ·. · · · ·· · ·., ··. ·· ··· · · · · · 
; ,· .· ·, /\ >' :, ..• .•· ·:.·· .. I: 
.. Delinquency penalty: -$100.00 per'montl(for; 

two-moriths · :•• · · · · · · '· :$: · 200.00 \. . 
. Lai~ • filin{perialty: · fi~e . per:~eht per nionth j 

10~¢;centof $10,600.00 . -$ · 1,oo0.60 ·. 
Tax li~bility .. ··. . . : :; $10.000~0(l 

... , Tota~ ·· .. $11.200:00* 
·. * In a:cl'clition; t&e taxpayer, \riW be,·)i~ble for_intiirest (see JfJ.A.c;: 18,2~2.4) .and . 

:·I)lay be Iiable'fo~·other penalties (see,.for example, N~J.A:¢. 18:2,-2:4 and N;J;S:A; 
54A:9-,6). ' . . . . . . · ' . - . . . 

, · i i\~:jndividyal taxpil.yer filed ·the 1§87 NJ~ 1040 '.·que ,> .. · 
. oq op befqre AptiLlS;, 1Q$8 'on Ociobe,r 16; 1988 .. The ; · , 

retitr11 i$ . six . mqnths a~d. one day late, In addition· to a .• ·. 
$1;200.00 oU:~st~ding trur liability. on Aprit 15; 19?8, the 
taxpayer: owes tJ;te tofi9;whig atnpunt&; , . . 

; and, this s~bchapter shal( applf t6 anYtax which is payable , Delinquency j:>ertalty: $100;00. per, month for • ... · · t · 
to or collectible by the Director of the Oivisio'll of Taxation, seven mdndis , · . . .. . · ·.. ... i . - . · $ 70.H.OO .· ... 

· · . uriless . ,he lii.w imp6s~g'. such , tax spe~iii6ally-pi;o~td~s, that i. · · Late fiJing penalty: five pe~cei:lt per. month of, . . . . 
·. · .. tlle,:State Tax Uniform Procedure L~v{~dthis suqcqapter < ··•· .·· -.· the •.·true liability not· to•. exceed· 2S .percent.$ ... aoo.oo: •· · 
•: •·shall not ap. ply,. 0. rµnlessthe s.•.pecific pr.o .... vision ... s of. the law ·. 'tax LlabilitY· . . / .· $1,200:00 · · · ·· · , · . . Total '$2,200.00* ' }~posing such. tax.provicie fo{penalty 8;llO. int¢re~t whjch i§:~ '.· ' . . . '. . . .. . .. : . ·. ' ,' . .. . ' r .·. ' ' . . · ... ··. . . 

d"ff .. nt f th · · · 'f th· St t T · ·u if' · · J.ln.addition; the taxpayer will 1,Je liable for interest (!,ee,N.JAG. 18:2-2.4) and 
.·· 1 flre, . IO!ll e;.,provismns '·() - e \ a e .. ·ax ' ,. n. orm ,inay b~ Iiablefcir other penalties (see; for exa,mple; N,lA,C .. 18:2,-:2.4 and N.J.S.A. 
xr:ocedure .. 1:,awan~,thissµbd;iipter. · , 54A:~)- . . · . · . (.::' '•/. .· .. ,. · 

·:.~:/,a (".·.(·· \ 
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GENERAL, POLICIES AND PROCEDURES 
- -

18:2-2.4 Failure to pay on time; extensions of time to pay 
' ,' • ' I • • ' 

(a) Any taxpayer failing to pay a tax within the t~e 
prescribed by the act imp,osing -a particular tax shall -pay, -m 
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"taxwas origi-
nally due until October 1; 1975, andatthe rate of one 

-arid one-half percent per month or fraction thereof from 
_ October 1, 1975 to the date of actual payment or until 
December 8 - i9S7 whichever is earlier. On and after 
December 9: 198{ interest on the unpaid tax shall be 

_ charged at an annual rate of five percentage points above 
_ the prime rate, compounded da~y- upon the amount that 
remains unpaid, calculated from tlle 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 atthe s11me rate from the date the 
penalty is assessed until the date of payment.. 

- - -

2. A sum equivale~t 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 imITiediately prior to Octo- _ 
ber 1, 1975, and at the_rate of 1¼ percent for e11ch month 

_ or fraction thereof_ that the_ tax remained unpaid from 
Ocfober 1, 1975, to the date of payment, plus a penalty of 
five percent_ of th~ balance of tax due. 

2. In example 1, if taxpayer also failed to file his 
return (due April 15, 1975) until January 15, ~976, he --
would be subject to additiona! penaHies set forth in 
Section 3 of this Subchapter. 

3. On May 1, 1975, the division assessed the taxpayer 
for additional taxes due and at the Siime 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 calc_ulated from 
April 15, 1975, to October 1, 1975; at the rate of one 
percent per month or fraction thereof, and froll1 Qctober 
1, 1975, to February 15, 1976, (the date of payment).at 
the rate of 1 ¼ percent per month or fraction thereof. In 
addition, a five percent penalty may be imposed on -the 

\ . . . 

balance of tax due. 

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

L Corporation X's Corpo_raticm Busines~ Tax rnt,urn 
was due and filed on April 15, 1988. ,A deficiency qf -
$50,000.00 is assessed by the Division'. Paymentis due on 
July 31, 198R 

' -

, 18:2-2.5 

The taxpayer must· submit the following amounts on or 
before July 31,1988. • 1 -

Late payment penalty: five percent of the 
balance oftax due 
Deficiency assessed: 

Interest on tax, calcufatedat anannual rate of 
the prime --rate -plus five percentage points 

$2,500.00 
$50,000.00 
$52,500.00 

I compounded daily from the original due date 
(April 15, 1988) _until the date of payment 
(assume July 31, 1988), plusinteresJ on penal-
ty, calculated at the same rate from the date 
thepenalty is assessed until the date pfpay-
ment. -The applicable prime rate shall be the 
rates effective on January 1, 1988 and Aprill, 
1988, which are assumed to be nine percent 
and nine and one0 halt percent, respectively, 
for the purposes of this_ example. $ · 2.222.30 

Total $54,722.30 

(d)_ Where the director- is 11~thorized by,law_ and grilnts an 
extension of time in which a tax shall be paid, the taxpayer 

/ shall be li1,tble forthe 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 actuai payment. _ }f any or all of such' 
tax is not paid within the time ~ixed 1mder the extensi~n, the 
int!;!rest on the amount of such unpaid tax shall be computed 
at theannual 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 paytn~nt. 

. ,, . 

(e) On and after December 9, 1987; which is the first day 
immediately following th,e 90 clay tax amnesty period au tho· 
rized by P.L. 1987, c.76, for i;mrposes of c~lculating intere_st 
unpaid tax shall mean the total of the following: 

1. The actual unpaid tax liability; 

2. - All penalties accrueff tothat date; and _ 
. ' . ' . .. 

3. 1 Interest accrued to that. date. 

-18:2-2.5 Cost ofcollectim{Mfined 
(a) Cbst of collection means the amount of e;pense 

incurred_ by the State with respect to the issuance of a 
certificl:lte of debt for,- and the collection of, any~.State tax 
not paid within the time prescribed by law. ___ These expenses 
indud_e, but are not limited ~o the following: 

L Cost of postage; 

-2.'\ Cost of telephone; 

3. Costpf photocopying; 

4. State_ payroll hours used, inchi_ding all associatea 
e>verhead; 

5. Cost of filing and prosecuting suit; 

6. -- The cost of agents, Co~tractors, subcontractors or 
others employed or otherwise engaged by the St.ate of 

2-3 Supp. 2-20~96 



. ,- .. ,' ... - ;'_. :;. -.:-. .( . ·.:. ·:· ...:··.: :, . . ··.. . ·. . ... ',• -. . . . . . . 
·· · · .-·_ New· Je:rsey''foi,:the effici¢nt_ a:t1G\ expecliti9us collection of 
... · unpaid)~; aptl · · - · > i .- . _.·- .. · < · .: _ · ;>? - _· ... --·. 

, 7. l\ny : other expense deemecl , by the Dir~cfor to qe 
. -. ' \::Cea~oh~bly rel~Jed, ruict tiecessary :(or the cqi_Iectfon" of any . 

. ' unpaiclJax. . <: ... .: ·, - . 

-in'.EP'l'/oF TQEAsuRv12rAXAnoN -
' ( d} Ap;rf6es ~P9se·4· as ~ost::of coH~ction or in lieu -, 

• _ 4Iereqf sha)l be_ in addition to any interest or ,penalties, or; -. 
botji, otherwise pi:o\lided b~ law; ,and shall be payable to and ,:\ J_ , 
recoveral:>le, by th~ •pirec;for, along \Vitb -all. 'penalties. and .• '. · · .. 
in;ferest asifth¢y-were,p~ofthe taximpqsed., · . 

·.. - ,,..z. ,. . .. i: ·: ... . ·: : · 

. \h) TlJe :Dir6ctbi: may; in his,dJScretio~,. iin~~se the aciu~ -
./. tosfofconection,;pr, iJ).lieu.of ascertainmg andiinposing,. 

_ the actJial cost of collection; ma~ impose a .. :fee as follows: 
-- -· .· ·. >._> 1. , In the. t~ .ts -n~t~id \Vithill'" ._ 

•.· . . (e) Interest or penalties s~all n_ot be assessed agam,st any:. ' 
' fees iinpqsed as C()St of collection or in lieu.thereof; howev~ ,, 

er,: the c,9sf :0f · colle¢tfon 111ay reflect . the. passage tif tiine .. 
be~eell tli&- date tiie cqsts _were incurred aM the date they .. _ 
: are:paid.> r -- ' ' ' ' ': ' 

· the tu:n.e _ presc:ribed -by law and the Director i~sues a . 
,dertificate- of,;debt :p~rstiant',-to• Nj.s.A-·M:49..::12, .tlie /, :-{f) For_tli¢Jpui:poses of calculating the percentage of the, 

'. _greater--0,f,~ve perce~f.~fthe tax oi; $_100.00;·.··.- ., -, · ... tax to be.;tiP.posedin lieu 'ofa .fixed fee or the actual cost of_ 
·_ coilectioli, the,, tax- shau mean: '.unpaid' Jax, -penalties and, -, 

·.· interest.- /. r : \' -·. ? ,\ ' ' ' ' ,, , , 2.·· Iri. the- eyerit .that· any; ·state,.t.i'.re$ains'·unpaid. 
.. :foUowing th¢ issuan9_e .of the, certificate: of :debt,: and,· the . 

Directoi·takes,any further· coll¢ctiori action, including. but .·.:·.. - ~i J .. , .. , .. ··.••· ·. , > , ... ··_ .. 
', ·.nor _lunite~ tq; referr!i,l. of the ·triattet to \he ~ti,ofpey · 18:~2,6" . AoditionaJ assessinent!,ot'tax,; 

Gene;ral, the ~reater:of.10 perseht 9,'fthe~tax o~ $200_.00;- .· (a) Upon audit o:rfuvestigatiQll tif a return that.has been 
' .' ' ,' - , ; ', . ' . - ' fil,ed/whei-e it, ·is d,¢teim.irted that there i{ a .(i~f,idency·. with.-• , ... · · :t. · · 'Jil tjie event tlia( any State tax re!llains 'mipaid an,d • - , • • 

,, suit is 'iniltituted against the; tiixpayer for collection ,of the·• respec(ttf;tl:,l~ payment of -any·.i:ax :due;: the, additional·trures·_ . 
. r · tax, , :t1ie greater of 20 percent of the . t~. or : $500;00> - shall be: a$sessed J<;>gethei: \Vith penalties of five percent of 

· · . , . · · . ,, · , · · .- . ·. , · .· · · · · -·. ·. . · · .- , · the; aqditional tax :and in~eiest at ¢e. rate iii effect iinmedi-
... · _ ,••, (c) Inicietemiinirig Whether ,the Di~ectdr sh~ iinpos~ ~k J ate({ pribr t(? '.:October l, )975, -~ild at th~ rate of l¼ percent 

• ac:iual ·cost.of c.olleGtion or a fee·• fu lieµ thereof, the follow, _ .. ·, per riionth 'ot fraction. thereof fr\)in. October l; 1975, to· the. _ 
iiig, factors, s_ h' all be ·among those cohsid~r~d: ,, • . . date of paY,In~nt,o,r' \intH, Deceinb_er 8, 1987; '\V~icheyer i~ . ;~;?"'¾ . - · 

- - earlier: on· and after Decemlier 9, 1987 interesf shall be.' i \ . 
. L 'whether the tµpayer. f~ils fo properly 111aintain 
books and recordiI as required;. · ~< ,> · i/' , .·\• . . .. ' '" . ·... ·>' . :· .... :· •·... . •.· ... , .·.·. 

.,;·;,.,fefbr_df~!:t1f~ir.-!~fu:~iJ!t1s·.-•·{t: ·books ... -and ••. 

' charged_:atthe annual ntte of five percentage poi~ts al:>ove: ~. -.. 
, :. the prime rat~, Q<J,([lpourtde~ daily from the later of the date 

. the tax wa'.$ originally due or December 9, 1987, to tlie date : 
6~, .paym~1?t/ The .taxpayer. shall b~. _give~ notice of such ·..... . 
· as.sessment and '!\ _. demancl made_- upon· hµn . for payment, ... . 
Tb;e:JoUowing are examples pf interest aridJ>eriaity ;Ha.bUity; .... . -·•- ·" --·. ·;;.· 3. W;betbe{the taw~yerfails:to secbte pfope~ Uc;~se•, -

' \_ ·.• ... ;\ .••.. · .. _ : . -or -fails·' to register -with the'. Divisiqn of , Taxation as . , . -\ require~; - .'. - , • .. - . I ' . ·,·, ,· - - • . - • 

. , ') . 
,' i On ;June-15;1974,;a t¥P~yef filed:a_return. · On . 
Februai:y 15, 19.76, the taxpayer was notified of ;µ1 addi~ ... 
.tional ass~~sment· and a demand :was made upori hiin for _ 

. payment;_ · The aqditionai t~ bears interest at th~ n1te of •.. -. 

. .'' . 
\ 

·•' ;:••,: 
·,.(,· - ' -

-· •· · .. 4'. ·· Whether tiie taxpayer operates :under a voided •· 
_ ;. c9rpor~te· chartecor after. th~k revoc~tioll .of aµthptity t_(? 
( (fo qusiiiess in New Jersey; · .. < . , ... · ; ;;. · · , .• ••.·.•• L -.. '011~ ,percent pet'month •l fraction th~reof from the dat~:.- ': '' 

Aie fax• was originally.drie to October 1, 1975; and atthe;,:- --
•.• .·· i5. .· ~heth~fJhe taxpayer retgits 'paymenfwhich subse- . . ·•. rate of ti percent :pef,';tnontll or fractiop · thereof fropt; .. ·.• .. 

. •• qllently ,_became. dishonored• ot default~ on ;a' bond. or·,.. . . , Octob~fsJ; 1975;. to. tµe. d,ate 9f payment.··. ln •addition,> \ 
. other· security post~d- with the-Division .'or on a Defei:ted. . , · . 'taxpaye( is_, subj,e,ct to _penalties pf fiye percent of Fh¢, ---
: ,Payment Plap.~ . -. . . . . ~• . . , ·, . , ,: additional ti!Ji:. 'fllis_'exaII1ple applies cmly to :t~ liabilities 

•.••. _· 6, Whether the IJirect6r,.finds th~t ·a '.taxpa,yer.· in:te9cls •·-· incurred prior Jo'.J anliacy -· 1,:- t9$7 ·and p~d prior J:o , 
- · · · · · · · · · ·· · 'Decem. ber 8, 19.87, the final day ofthe 90day taxanuiesty ·• 
• tq leave this ~tat~-, or to rem,ove therefrbm po~sessfon&, ;oti. · period· aµthorize4: by· P,L .. 1987, c. 76: .• . -. . a,ny property subject to any State tax; or that t;iXp~yei: - . , .. , _ -.. , , · . -. . , . , 

does any othe(act tending to prejudice, delay oi: negate . .. . .. - i. Cotporatjon X .was a fisci¼Lyear t~ayer whQse 
: J:>roc~ec:lings to assess, collect, or pay any.State tax;··. -i,, - year enp.ecl July 31,)984;. The final return was clu;e 'and 
' ,, < ' .• -~· \. ' .). ·' t ·• . - , ',... ,i,'fil¢doiiNoveniber '15,1984. Upohauditin.July, 1987,it 

.·_·']/.- Whether-the t~ayet failstocollect,·or truthfully' .·· <..w .. 'a:s de. t'.e.-.r.m.ined. th .. ·.at•th.·. ere was a ... $1.,0. 00 def.ic.iency· .· w .. i.th account fot, or file a return or file any other infurm~tion .-
~s regu~teq;:, · i ·. - .· • ' : • : /.. .·. ;. • • - · · - .. . ,resp~c:t)o . tax d\le: ' If Corporation X pays the defide1:1cy, 

••.ollthe final day. of the 90' day (ax, amnesty.period a.utho:: l)i~t:rt::o*y~~:"~0::,~~ .. ::~~;~!t~.7~nttll«>,mber 8, 1987, 
' 1 . 

. ·_1 

/ 

r\ ... · 
'( \;_. 

·~.__)· 

•[ .·. 
-i.: 
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GENERAL POLICIES .AND PROCEDURES' 

Deficiency assessed: . .· . 
Simple. interest calculated·. at nine . percent per 
annum* from November 16, 1984 through De-
cember 8, 1987 
Total due· 

$1,000.00 

$ 275.75 
$1.275.75 ·. 

• Through statutory interest tci Dece!Ilbei- 8, 1987 wasJ8 percent, P.L.1987, ~- 76 
mandates a nine percent rate for debts paid during the 90 day amnesty period. , 

3. Corporation, X fails topay the defici~ncy. assessed . 
within the · am~esty period. When payment is made on 
May 6, 1988 the taxpayE:r remits $1,746.63 which repre-
sents the fallowing amounts: · 

Deficiency assessed: 
Late payment penalty: .fiye percent of the 
balance of tax due 
Simple interest calculated at the ra:te of 
one and one-half percentper month from · 
November 16; 1984 through December 8, 
1987 

. ' . ' 

$1,000.00' 

$ 50.Q0 

Interest on $1,655.00; calculated at an annual rate. of 
the prinie rate plus five percentage points compounded 

•. daily from Decembers, 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 examplethe 
prime rate is assum'ed to be: · 

r 
July l,' 1987 . 
October l; 1987 
January 1, 1988 

8.25 percent 
8.75 percent 
9.Q0 percent 
Total 

18:2--2.7 Abatement of penalty and interest .. 
( a) If thdailme to pay any tixwhen due or the failure -19 

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 inJyrfst 
charge in excess of the .. rate, of O11e0 h.alf of one percent per 
month from the due date to October 1; 1975,. and three-
quarter~ ofone percent per; month from Octpbef l, 1975,to 
the. date of payment ·(N,J.S.A.. 054:49-11) or December 8, 
1987, whichever is earlier; On and after December 9, lQ87 
the Director may abate the payment of any interest clliuge 
in excess of the . rate of three. percentage points above the. 
prime rnte compounded daily to the date of payment on the 
entire existing liability inc:ludirig any tax, penalty, and/or 
accumulated interest charg~s. 

(b) An abatemenrwill 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 causEl · for 

. failure. to timely file a return orfor failure to timely pay or 
pay over a~y tax , due must be affirmatively shown in a 

·. written statement, containing a declarati9n t11at it is made · 
under penalties .of pe,rjury, .made by the ·taxpayer .or jother 
person against whom the penalty or penalties have,! be~n 
assessed or .are assessable. Where.the taxpayer orfother 

18:2-2.7 

pers~nis unflble to provide su~h statement or does iloth.ave 
ci per~onal knowledge of such facts, a showing Of reasonable 

- cause may .be madeon behalf of the taxpayer or other 
person by' an· individual with •. a personal·. knowledge. of such 
facts. In determining whether reascmable cause exists; in 
addition to an evaluation of such facts; the taxpayer's previ- · 
ous compliance record . with re~pect to all of the taxes 
imposed may .be taken,intO account. 

·· ( c) . The foHowing exempHfy 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 t~ayeror a 
. partner, officer, qfrector, shareholder, employee. or. other 
. representative of the taxpay_er or' such individual's un-

avoidable absence from the usual place of business,~which 
precluded timely co/Jlpliance, may constitute reasonable ·· 
cause provided that: · · ·· 

i. In the case ofthe failure to file any return, the 
applicable return is filid; or · · 

ii. In the case ofthe failure topay or pay 'overany 
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 th.at period which is 
substantiatedby .or on behalf ofthe taxpayeror such 

• other p~rson Jiabk for penalty, as. a 'reasonable period 
of time for .filing the return and/or for paying any tax 
based on the ... facts· · and circ:umstances •in each .· case. 
Substantiation may be required by the submissio.n of . 
third-party verification in the form of, for example, 
doctor's reports· and hospital insurance ·carrier reports. 

Example: It was established that illness incapacitatedthe. 
· owner of a small bt1siness concern during the period 6f 
delinquency. The .. taxpayerfurtherestabHshed that no other· 
person bad .access to s.ufficient information which would.· 
enable such person to timely file the delinquent retifrn and 

. pay over the t~ due. The return wasJµed and the ;tax due 
was .paid over within a justifiable periodoftime after the 
owner returned to work. . Tnis constitutes reasonable cause 
for failure to file the return and forfailure topay the tax 
due. 

i 2. The. destructionofthe taxpa;er's orthe taxpayer's 
representative's place 9fbusiness or business records by a · 

, fire or other documented casualty, whichprechidedtimely 
· compliance, may constitute · reasonable cau.se provided . 
'.that:'• 

i; In the case of the failure to file anyfeturn, the 
return is filed; or · 

ii. In the caseof thefailure)o pay or pay over any . 
tax, such amoum is paid or paid over, within ajustifi-, 

. able . period . of time . after. the·. c:asuaJty has takeµ place: 
A justifiable period of time is that period which is 

_ substantiated by or on behiilf of the taxpayer or such 
9ther person liable for penalty, as a rtasonable period 
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18:2~2.7 · 

•- of time for filing -the return and/or for paying an)'_ tax 
based -on the facts, and circumstances in each case. 
Substantiation may be required by the submission ~f 
H)ird-party verification in the\ form of, _ for example, 
police accident .reports -and ihsurance claims and settle~ 

. . I - - ·.· '-· , 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 d~te prescribed for· filing the return and paying over -
thetax due. Within a justifiable period of time after the 
casµalty took place the records of the taxpayer were recon-

. sfrucfod, a return was filed and the ·tax due was paid over. 

._DEPT .. OF TREASURY-TAXATION -

iii. The facts and . drcumstan:ces for such taxable 
periqd or periods are identical or virtually identical to . 
those .ofthe taxable period or periodscovered by the 
action\)r proceeding. · 

- Example: An indi\;idual is a";aiting a determination, after'. 
a hearing,_ of _the Tax Cpurt of New Jersey, regarding wheth0 

er or. not_ such _ individual was required -to file a _ teturn' and 
collect and remit taxin 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 curre.nt taxable period. The facts 
and circumstances for the currennaxable .periodare identi- · 
cal to those of the period covered by the petition. The 
individual's positionjs arguable ahd has merit based on case .. 
law or other recognized. legal authority. This constitutes -This constitutes reasonable cause for .failure to file the 

. return a11dfor fapur.e to pay the tax due. 

3. The inability, for reasons beyond the taxpayer's 
control, to timely obtain. and assemble essential informa-
ti_on required for the preparation bf -a cpmplete return, 
despite the exercise of reasonable efforts, may constitute 
reasonable ca11se provided a return is timely filed and the 
tax is timely paid or paid over on thaf portion of the tax 
liability which can be ascertained,. The relevant facts 

· reasonable ci1.1.lse for failure to' file a return and for failure 
· - to pay ~he tax due for the currentperidd. 

,/ affecting -that portion of the __ tax. liability which .cannot -b.e 
ascertained must be fully _ discl9sed with the timely filed 
return and when such·liability is ascertained; aridwhere 
applicable coll~gted, _ ari am~ndecl/· return must be immedi,: 
ately f~edctogether with any additionaltax due. · 

Example: ·Due_ to an inability to obtain certain records, a 
- - - - - I __ - . ·. - • . 

- taxpayer was unable for reasons beyond its control to deter" • . . . . -. I 
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 t,he tax liability whkh was 
a_scertainable. Attached to the return was a rider which 

-explaihed in detail 'why the proper tax liability.could ~ot be 
determined prior. tcf"the due date. When the recdrd1, ih 
question were obtained and assembled; an amen.ded return. 
was_ immediately file~ and _ the :i,dditional -tax due was paid. 
This constit11tes reasoµaJ?}e cau~e for fail me. to pay t!}.e tax ~- .• . . 

4 .. A pen.ding conference with' the Division of Taxa-• 
_ Hon, or apendin.g actfon or proceeding for judicial deter-
• minadon lllayconstitute reasonatile cause, until the time 
in which the taxpayer has exhausted its administrative or 
judicial remedies, as applicable, for a. taxii.ble · period or 
periods the retum 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- _· . . . I 
ceeding provided that: __ .- .. . - · . \ 

i; -The action or proceeding involves a question 6r 
i~sue affecting whether or not the individual of entity is 
required to file a return and/or pay tax; · · · 

ii .. -- The · action or proceeding · is not _ based on a 
positi<>ry whkh is frivolous; .- and 

I _. : . ·. - - . . 

5. Any other cause for delinquency which would ap~ 
pear to •a-person of ordinary,prlidence and intelligence as 
a reasonable cm:ise for delay and ~hich 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 
. - . . - . - ) -

tqroughout 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 
~udit, owes additional use tax because of occasional misclas-

· .. sifiqation of office supplies and equipment. After a review -. 
of a written statement, s~bmitted by the. taxpayei:, · containing 

• all of the facts alleged as a basis for reasonable cause, it was 
,' determined Jhat the taxpayer had· made teasonable ·efforts __ . 
to) account fbdts use tax Habilities,that: tlle understatement 
of tax . was unintentional and th.at -the .manufacturer had 
otheiwise ._ substa,ntially complied with the law. The · audit 
.findings established that willful neglect did not occur 'and . 

. -- reasonable cause existed. .-Therefore; penalty· and interest in 
1 excess of the statutory minimum will be waived. · 

Example- 2: A ·vendor who. operates a large restaurant 
business has an accqunting system which is devised in such a 
waythat the tax to be remitted each quarter is based on the 
accumulated.taxable sales, __ An overcolle_ction·test wasper0 

formed on the. guest checks Which disclosed occasional 
miscalculation of tax by vendor's staff which resulted ih an 
understatement of the Jax due and paid. . The taxpayer 
submitted a written statement containihg all of the facts 
alleged as a basig for reasonable cau~e. The understate-
ment of the, tax due was not considered substantial, taking 
into account the size oftlie operation., volume ofsales and 
an · otherwise sound _accounting· system, The· audit findings 
established that willful n~glect did not oc;curand that rea-
sonable cause existed. Therefore, the penal1¥ and interest · 
in excess of the statutory minjlllurh would be waived. 
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GENERAL POLICIES AND PROCEDURES 

. (cl) A failure to pay will be considered to'be du.e 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 fiapility 
and· was nevertheless. eitqer 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 prn- . 
dence in providing for payment of his tax liabiHty, consider-
ation will be given to all the facts ancl circumstances of the.\ . 
taxpayer's financial situation, including the ilmOUilt and 
nature of the taxpayer's expenditures in1ight of income (or 
other· amounts) he could, at tµe 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, 
incurs lavish or extravagant·.living ·expenses in· an amount 

· such that the remainder of hisassets and anticipated income 
will beinsufficient. to pay his tax, has not exercised ordinary 
business care and prudence in providing for. the payment of 
his tax liability. · Further, ataxpayer who invests funds in 
speculative or illiquid assets has not exerciseq ordinary 
business care and prudence in providing for the payment of 
his tax liability unless, at the time of· the investment, the 
remainder ofthe taxpayer's assets and estimated income will 

· be sufficientto pay hls tax or it can be reasonably foreseen 
that the-:speculative or illiquid investment made by the 
taxpayer cari be utilized (by sale or. as security for a loan) to 
realize sufficientfunds to satisfy the tax liability. Ataxpay-
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 satfsfy his tax liability 
and nevertheless was unable to pay all or a portion of the 
tax when it became due. · ' · 

. . 

L In determining \Vhether reasonable cause and good ' 
faith exist, the most importanflactor to be considered.is 
the extent of the taxpayer's effort to. ascertain: the proper 
tax liability. In additign to . any relevant grounc;ls fof 
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 1 

tax, where clearly est.ablished by or on be~iJ,lf of the · 
taxpayer, may include the following: · · 

i. An honest misunderstanding offact or law thaUs 
reasonable in light of,the experience, knowledge · and 
education of the taxpayer; · · · 

ii. · 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 relian.ce was reasonabl~ · 
and the taxpayer had no knowledge of circumstances 
which · sliould have. put the taxpayer• upon inquiry· as• to 
whether such facts were erroneous;, or . .. 

iv. · The fµing of an amended return which shows. ah ' 
'additional imount 'ottaxes due or which ade~uately 
discloses the tax treatment of an item w:hich should . 

2 .• 1 

18:2-2.8 

have been adequately disclosed Jith the original return, 
· provideclthe ar11ended return is filed prior to the time 
the taxpayer is first contacted by the. Division of Taxa-
tion conceniing an audit .or an examination of the 
return. 

. ,• . , 

2. In determining if the taxpayer exercised ordinary 
pusine~s . care and prudence in providing for the payment 
of his tax Jiability, consideration will be given to the 
nature of. the tax which the taxpayer has failed to pay; 
Thus, for example, facts arid 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·topay dver1trust fund taxes sqch as sales and gross 
income withholding taxes, '· 

. (e) The provision& of this s~ction shall apply to'the extent . .. . . . I .. . . . . . . . . •.. 
pertinent where any . taxpayer sµbstantially understates the 
amount of taxes required to be shownqn .the.return and 
such ,understatement or omission · was· due to .. reasonable 
causeand not due to willful neglect.. ,Reasonable caµse. and 
the ·absence of willful neglect may. be'.determinecl to exist 
onlywhere the taxpayer has acted in good faitl1; . - ,. . 

A'i:nended by. R:1991 d.528, efie~tive November4,J99i. 
See; 23 N.J.R .. 1899(a), 23 NJ.R. 3342(c): · 

Ad~ed new (b )c(e ). · 

·Case Notes 
Coinputation of foforest. mitigatecl by <;1bsence of· fraud. General 

Trading Co., Inc. v. Director, Div. of Taxation, 83. N:J. 122; 416 A.2d 37 
(1980); . 

18:2""2.8 Criminalpenalties . . . .. 
( a), The State Tax Uniform P~dcedure Law contains crim-

inal penaltitrs for persons who . violate the State . tax laws 
administered .by the Division ofTaxation. Criminal provi-
sions a.re prescribed by law for the· following acts or om.is. 
sions: 

1: Any oftheiollowing constitute a dis6l-derlypersons 
offense: · · · 

·• L Failure t~:file any ;~turn or ieport i.:e'quired by 
any State tax law; 

ii: Failure fo pay over any tax required byany State 
. tax law; · 

iii. Filing or ca~sing to· tie filed, o; made. any return, 
certificate, affidavit, representation,. information, testi-.. 
mony or statement, required or authorized by any State · 
tax law, which'is false; 

iv. . Failure ~o file a 9ond required to be filed by any 
State tax law; ' \ · · . , · .· · ·. 

v. . Failure to 1file an application for registration, 
certification, br .such data· in. connection therewit.h .·as 
th~ 1direptor ,by reg~lation or othe.rwise may require 

· µnder any State taxJaw; · 
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vi. failure to display ocsm:render,any certificate of 
authority as may be required by any State tax law; 

vii;.• . Assignin~ or transferring any certificate . 6.f au" 
thor~ty in violatioil of any.State tax law; . . ·. 

. viii. .Failureto charge 1:1ny stateJax as requireµ ,by 
. any State taxlaw; . 

ix, Failure to separately state or atcountJor any 
State tax as required by any Statetax law; 

t>EPT. oF TIIBASURY-TAXATION 

vL • Failµre £0 collest or withholclany State tax•with 
intention ,not to tnake timely payment of tax, fee, 
penalty cir interest(N.J.S.A. 54:52~13t . 

. .. 5: •The inteI1tiopaltailure to remit t~~s colleete'a'Or, 
withheld of $75,000.00. or more shall be considered a 
sec.ond degree crillle, 

18:2-2.9 (Reserved) 

x. Fail1.1re to withhold any.State tax as required by · · 18:~2.10 Ctedjtf~r emmeous payµients and coUections· 
any State tax law; or. . 
I . / • I· , · 

. . xi; Faili.Ir~ to keep any records. required by any 

. State tax law or rule of the Director issued thereunder. 
._ .. ,·,·,., . ' ·.·: ., .. ·: 

2. The .offenses prnvided in (a)l above shall. be· in 
addition to any other penalties prescriped in P .L. 1987, .. · 
C. 16 of. 9therwi8:e prescribed by law. . . . . 

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

( a) Where itis determined as a result of the audit of a:ny 
taxpayer that a State tax has been erroneously or illegally 
collected from sue~ t~ayer, cir has been paid by \such 
taxpayer under a mistake of law· or fact, and where no 
questions of, Iaw or . fact,are inyolved, the Director may 
credit the erronepus overpayment of t~ to the accqunt( of 
the taxpayer to offset the a:mount of a deficiency a~sessment 

.. ·. Such offsets,. will be made with the '.following limitations:. 

i I~tentionally providing •fals~ information to hin- ·• • 
der an. official. investigation, inquiry examination or ... 

. audit by ,the Division of Taxation (N.J.S.A 54::52~7); 

ii. Failureto license or register with the I>iyisiort of · 
Taxatio.µ and/or erigaging in conduct which would. re- 1 

quire. registration with the intention to ,evade tax 
(N.J'.S.A. 54:52,-13); . 

' iii. ... Knowingly operating 1 under a ~oid~d c9rporate I 

cha~ter {N'.J.s:A. 54:52-16); . . 
. . 

iv.. Knowingly dealing with unlicensed pers;ns and 
, assisting such person in avoiding or evading any State 

·.· tax (N.J.S,A. 54:52.:.·-17); or v: .· Kno~ingly' s~~1ring, to any false o(fra11dulent 
statement with an int1;mtion to evade or avoid any. tax 
pen~lty or interest (RJ.SA · 54:52-'-19); .. 

4. 1Any .. the following constitutes a third degree 
crime: ' ' i • · · ' · · · · 

i. Failure to file a retum or repdrtwith intention to 
evade or avoid tax, fee, penalty or interest pursuant to 

• ' .· . . . • C . I . . .• . . : . 

. 1. Credit ·for ,the erroneous payment m11stbe made 
within the. time in which a ,deficietJ.cy assessment must.be 
made for such. tax ~sprovided by law; and . 

. . 

· 2. .Credit shall only be applied in order ,to offset a .c 
liability for a ·period which is covered by the :ipplicable 

· assess~ent period; and 
. ' --. ' ' 

3. Credit for erroneous overpayments.shall only' be 
made 'to offset a· deficiency assessment made by the 

. Director under tlie same state tax law. . . . • I . . . . . 

I 

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

• ! '.· 

18:2-2.U Prime rate defined 

For the purp~ses of determining the interestcharge to lie 
assessed against a taxpayer, prime rate shall mean' tbe 
aver~ge predominant prune . rate, as determined by the 
Board. of· Governors of the Fe~eral Reserve System, quoted 
by , commercial banks to large businessfls as of the first 
business day of the· c::1;1lendar quarter immediately preceding'. State T~ Uriiforri1 Procedure Law (N:J;S.A. '54:52..:.7); 

ii. '.failure toc';emit any slims ·collectect'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); · 

·· .. the quarter within . which 'the. tax 9r payment became. du,e. · 
The. applicable . rate shall be adjusted· on the first. business · · 
day .. of each quarteri,thereafter over the, life of tbe debt . 

iii. Preparation offalse ~draudulent ;etum report 
or statement with intentto evade· or avoid any t!}X,' foe, , 

· penalty or interest (N.J,SA: 54:52-10); 

.. . iv:·. ):>reparation · or · maintenance . elf fr,audulent or. 
false.· ,books . or re.cords wit}:} intenHon to evade or. avoid 
tax,foe, penalty or interest(N.J.S.A. 54:52-11); 

.. v. Failure to .maintain books or records. as 1required · 
. by State tax Jaw with intentJo evade or avpid tax, fee, 
pen.alty.or interest (NJ.SA 54:52~12); or I 

. SUBCHAPTER 3. REQUIREMENTS FOR .· 
.PAYMENT OF TAXES BY ELECTR.QNIC 
.FUNDS TRANSFER. 

' ' ·.: 
Source and Effei:tive Date 

R.1994 d.63,.effective FeJ?ruary 7, .1994: 
See: ,25 N;J.R; 1978(a); 26 N.J;R. 824(a) .. 
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