GENERAL POLICIES AND PROCEDURES

SUBCHAPTER 2. PENALTIES AN D INTEREST

18:2-2.1 Appllcatmn . L ’r

The prov151ons on penalty and interest in this subchapter
are apphcable to penalty and interest nnposrtlons made on

- and after October 1, 1975, pursuant to P.L. 1975, c177,

approved August 4, 1975, and on all taxes subject to ‘the

State Tax Uniform Procedure Law, as amended by P.L.

1987, c76 and P.L. 1992, 0175 approved December 10
1992

l

Amended by R.1997 d.98, effective March 17, 1997
See: 28 N.J.R: 3716(a), 29 N.J.R. 913(b) .
Inserted reference to P.L. 1992; c.175.

“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 unléss the specific provisions of the law
imposing such tax provide for penalty and interest which is

different from the provisions of the State Tax Uniform.
_ Procedure Law and this subchapter -

18:2-2.3 Farlure 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 -
1mposmg 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 followmg

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

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 l1ab111ty

(c) On and after September 14, 1998',_anytaxpayer failing
to file a return within the time prescribed by the..act

- imposing a partrcular 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; plus

2. A penalty of five percent per month or any part of
a month of the underpayment not to exceed 25 percent of
such underpayment except that »

i\ﬁé_.w Jersev S%ate.

plus

'Delrnquency penalty: $100.00 per month for Coan ‘
. % 50000 -
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3. If a return has not been flled w1th1n 30 days of the
‘date on which the first notice of dellnquency in filing the
return was sent to the taxpayer, the penalty shall accrue at -
five percent per month or any part of a month of the total
tax liability not to exceed 25 percent of such tax 11ab1hty

- (d) The penalties set forth in (a) (b) and (c) above shall
be imposed’on the first day following the original due date -
- of the return and the same calendar day of each succeeding -

- month thereafter. The following are examples of. penalty

computations.

1. A corporate taxpayer frled 1ts 1987 corporatlon :

business tax return with a due date of Aprll 15, 1988 on -
- June 1, 1988. The return is 47 days late, The taxpayer had
a total tax liability for 1987 of $10, 000. In addition to the
unpald tax the taxpayer owes the followmg amounts.

Dellnquency penalty: $100. 00 per month for

two ‘months $ ‘200."00 '
Late filing penalty: five percent per month of -
“the tax liability -
Five percent x two months = 10 percent.of
- $10,000 ﬁ $1,000.00
Tax liability $10,000.00
: Total $11,200 00* '

2 A corporate taxpayer filed its 1999 icorporate busr-
ness tax return-with a return-due date of April 15, 2000,
on May 1, 2000. The taxpayer had a total tax.liability of

“$100,000. The taxpayer sent a payment of $80 000 with its

' payment. The taxpayer owes the following amounts

Delinquency penalty $100.00 per month for ¢

one month . $ 100,00
Late filing penalty: five percent per month of : :

the: underpayment not to exceed 25 per- .

cent C
Five percentx $20 000 x one month $ 1,000.00
Tax L1ab111ty - $20,000.00

K Total . $21,100.00*

‘3. A corporate taxpayer filed its 1999 corporate busi-

" ness. tax return with'd return due date of April.15,.2000,
on September 16, 2000. The\ taxpayer had a- total tax

- liability of $100,000. The taxpayer made a: payment of

-+$80,000 on April 15, 2000. A Notice of Dehnquency was.
sent'to the taxpayer on May 16, 2000 .

- In addltron to the unpard tax the taxpayer owes the
»followmg amounts: : '

.- five months, :
Late filing penalty: five percent per month of
-the total tax llabllrty not to exceed 25
percent : - o
Five percent x $100 000 00 x five' months $25,000.00
Tax L1ab111ty ‘  $20,000.00
Total” $45,‘5,00.QO*
- Supp. 7-6-04
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" 'In-addition, the taxpayer will be liable for interest (see
- NJAC. 18:2-2.4) and: may be liable for other penalties
. (see, for example NJAC 18: 2—24 and NJSA 5449_9 :

. and 9. 1)

- -originally due until the date of payment. -

(e) A taxpayer that fails to provrde or complete all of the

reports schedules or other documentation required to be

submitted in a return or report, or omits information froma -
* return or- aocompanymg report, shall be sub]ect to late filing
~ penalties: Such omissions will be treated as a failure to file a
~ return and/or a failure to file a return on time, and the

taxpayer shall be liable for penalties and. interest as set forth

_in (a), (b), (c) and (d) above. The only exceptron to this rule
~will be if authorrty to omit or to substitute information is
,expressly stated on the return form, in a statute or.enabling
* regulation, The. 1mposrtlon of late flllng penaltles as provid- . .

ed under this subsection shall be governed by the State

~ . Uniform Tax Procedure Law, except as otherwise provided

in pertinent State tax statutes or other chapters of thls

Code o

Example ‘CBT-100- R—P Schedule” A—4 11nes 13 and. 14
- require’:historical mformatron to . be supphed Fallure to.
'jprovrde such’ information and related 1nformat10n on Sched- '
“ ule AM will be deemed a failure to file a return and/or
. failure to file. a tlmely return “and apphcable penaltres w111
: ‘be 1mposed .

. Amended by R. 2004 d 247, effective July 6, 2004.
“-See: 35N.JR. 5526(a), 36 NJ R. 3300(a)

Rewrote the section. . .

. j.18°2'—2 4 Failure‘\to -'pay “on"time;‘ rext'ensions of time to pay

“(a) Any taxpayer farhng to pay ‘a tax wrthrn the time
prescribed by the act imposing a partlcular tax shall pay, in-

'addrtron to the unpaid tax; the followrng

1 Interest on said tax at the rate of one percent for

- each month or fraction thereof that the same remains
- * unpaid, to be calculated from the date the tax was origi-

~ nally due until- October 1, 1975, and at the rate of one

. and one-half percent per month orfraction thereof from
"~ “October 1, 1975 to the date of actual payment or until

- December 8, 1987, whrchever is -earlier.  ‘On and after

December ‘9, 1987, interest on the unpald tax shall be .
charged at an annual rate of five percentage pomts -above’
“ . the prnne rate, compounded daily upon the amount. that

remains unpaid, calculated. from the date the tax was
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.’
_after July 1, 1993, “interest on the unpaid tax shall be
charged at the rate of three percentage pomts above the -

- prime rate assessed for. each month or fraction thereof.
On and after July1; 1993, interest will be compounded ’

‘On and

annually at the end of each calendar year o

Supp. 7604

" unpaid taxes.
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" 2. Unless any part of any underpayment of tax required
-to be shown oh a return or report is shown to be. unpard -
" due to reasonable cause, a sum equrvalent to five percent R
" of the tax shall be added to"the amount of the tax as a -

penalty The taxpayer has the affirmative obhgatlon to

‘show reasonable cause for the underpayment in: order to. -

avoid- 1mpos1tron of the penalty. © See N.J.A.C: 18:2-2. 7
for basis’ for a frndrng of reasonable cause. :

(b) The followmg examples apply only to tax hablhtles '

paid prror to December 9, 1987

1.0 Taxpayer falled 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.

Interést will be’ calculated from April 15, 1975, to October
1, 1975, at the rates in effect 1mmed1ately 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 ofj _

five percent of the balance of tax due

22, In example 1 if’ taxpayer also farled to f11e his

return (due- April 15, 1975) until January 15, 1976 he

would be subject to additional penaltres set forth m '

Section 3 of this Subchapter

3. On May 1, 1975 the. d1v151on assessed the taxpayer :

for additional taxes due and at the same time imposed o

" -additional interest charges at the rate of one percent per

month -On February 15, 1976, taxpayer offers to pay his
Additional interest shall be. calculated from
Apnl 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 -
o the rate of 1% percent per month or fraction thereof. In o
addition, a five percent penalty may be 1mposed on the

g balance of tax due. -

| (c) The followmg example apphes only to tax hablhtles '

paid on or after December 9, 1987

S Corporatron X’s Corporatlon Busrness Tax return
~was due and filed -on April 15, 1988. A deﬁmency of

$50,000.00 is assessed by the D1v1510n Payment isdueon

‘ July 31 1988

The taxpayer ‘must submrt the followmg amounts on or.
before July 31, 1988 -

Late payment penalty f1ve percent of the

balance of tax due
Deficiency assessed: $50,000.00

N.eixt‘l_-’age is 2

$ 2,500.00

. $52,50000

21
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Interest on. tax, calculated at an annual rate of
the prime rate plus five percentage pornts'
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 tate 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,. respectlvely,
for the purposes of this example. '

(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 originally due to the date of actual payment.

all of such. tax is not pa1d 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
On and -after July 1, 1993, where the Director
grants an extension, interest on the unpaid. tax shall be paid

at the rate of three percentage points above the prime rate -
assessed. for ‘each month or fraction thereof, compounded :

annually at the end of each calendar year..'If any 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
~ rate of three percentage points above the prime rate as- -
sessed for each month or fraction -thereof,’ ,compoundedvv
annually at the end of each calendar year. -

(e) On and after December 9 1987 Wthh is the first day . -

immediately following the 90 day tax amnesty period author-.
ized by P.L. 1987, c.76, for purposes of calculating interest
unpaid tax shall mean the total of’ ‘the followrng

1. The actual unpard tax habrllty, :
2. All penaltres accrued to that date and

3. Interest accrued to that date

‘ (f) The followmg example apphes only to tax 11ab111t1es '
pard on or after July 1,1993: : \ .

1. Taxpayer failed - to pay tax that was due April 15,
1994.

Next Page is. 23 -

$ 222230
Total _$54.722.30

If any or -
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and Demand whrch 1mposes interest and penalty Inter- -

est will be calculated ‘at the rate of three percent above
the prime rate for each month or fraction thereof, com- .-

mencrng on the date: that the tax was - originally due, and -
_shall continue to accrue until the date upon which pay-
ment i§ received. ‘In- addrtlon, late payment penalty may
be. 1mposed Begmnrng January 1, 1995, tax, penalty and .
interest are added- together at the beginning of each

. calendar year to become the basrs for further calculatrons Sl

of mterest
‘ : b
Amended by R, 1997 d. 98 effective March 17, 1997

* See: 28 N.JLR. 3716(2), 29 N.JR. 913(b).

In ()1, added last two, _sentences; . in ()2, inserted text “Unless any :
part ... due to reasonable cause;” and added second and' third::
sentences;: in (d) added last two sentences “and added . (f)

i

18:2-2. 5 Cost of collectlon defined

~(a) Cost of collection ‘means the -amount of expensef :

incurred. by the State with respect: to the -issuance of a -’ ;

certificate of debt for, and the collection ‘of, any State tax-
not pard within the time prescribed by law. These expenses
mclude, but. are not limited to, the followrng T

1. Cost of postage;
‘ 2 Cost of telephone
3; "Cost of photocopylng,

’4.*"‘_State payroll hours used 1nclud1ng all assocrated ‘

£ _overhead

5 Cost of frhng and prosecutmg suit;

TN 6. The cost of agents ‘contractors,’ subcontractors or .

" others employed or otherwise engaged by the State of -

" New Jersey subsequent to the entry of a certificate of debt . ,
- for. the -efficient and expedrtlous collection of - unpard tax; .

: and

7. Any other. expense deemed by the D1rect0r to be |

o reasonably. related and necessary for-the collectlon of any -

: unpard tax.

(b) The Drrector may, in hls dlscret1on 1mpose the actual -

cost of collection, or, in lieu of ascertaining and imposing E

the actual cost of collectron may impose a fee as follows

1. In the event that any State tax is-not pard within

- 'the time prescr1bed by law and the Drrector issues a'
" certificate of debt ‘pursuant to N.J.S.A. 54: 49-12, the ,
On January 15 1995 the Dmsron 1ssues a Notrce, ‘ ’

greater of frve percent of the tax or. $1OO 00



