
GENERAL POLICIES AND PROCEDURES 

SUBCHAPTER 2. PENALTIES AND INTEREST 

18:2-2.1 Application 
The provisions on penalty and interest in this subchapter 

are applicable to penalty and interest impositions made on 
and after October 1, 1975, pursuant to P.L. 1975, c.177, 
approved August 4, 1975, and on all taxes. subject to the 
State Tax Uniform Procedure Law, as amended by P.L. 
1987, c.76 and P.L. 1992, c.175, approved December 10, 
1992. 

Amended by R.1997 d.98, effective March 17, 1997. 
See: 28 N.J.R. 3716(a), 29 N.J.R. 913(b). 

New Jersey State Library 

18:2-2.2 

Inserted reference to P.L. 1992, c.175. 

18:2-2.2 Tax laws aff~cted 

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 provisions of the State Tax Uniform 
Procedure Law and this subchapter. 
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GENERAL POLICIES AND. PROCEDURES 

18:2-2.3 Failure to filereturn on time 

(a) On or before December 8, 1987, anytaxpayer 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)hat 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 $10Q.OO per month or any 
pa.rt 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 totaHax liabilitynot to exceed 25 percent · 
ofsuch tax liability.. ·· 

(c) Both penalties setfoith in (a) and (b) above shall be 
imposed on the first day following the original due date of 
the return and on the si.tme calendar day of each succeeding · 
month thereafter. The following are e,xaµiples of penalty 
computations. 

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 totaltax liability for 1987 of $10,000.00. In addis 
tion · to the unpaid tax the taxpayer· owes the following 
amounts: 

Delinquency penalty: $100.00 per month for 
two·months 
Late filing penalty: five percent per month 
of the tax liability · · · 

$ 200.00 

5% x 2 months:;:: lOpercent of $10,000.00 
Tax liability . 

$1,000.00 
$10,000.00 . 

. Total $11,200.00* 
. . . 

* In addition, the taxpayer will be liable for interest (see N.J.A.C. 18:2-2.4) and 
may be liable for other penalties (see, for example, N.J.A.C. 18:2-2.4 and N.J.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 
Late filing penalty: five percent per. month of 

$ 700 .. 00 

the tax liability nof to exceed 25 pemmt $ 300.00 
Tax Liability . $1,200.00 

Total $2,200.00* 
* In addition, the taxpayer will be liable for interest (seeN.J.A.C. 18:2-2.4) ind 
may be liable for other penalties (see, for example, N.J.A0C 18:2-2.4 and N.J.S.A. 
54A:9-6). 

18:2-2.4 

18:2--2.4. Failure.to pay on time; extensions of time to pay 
. . 
(a) Any taxpayer failing to pay a tax whhin 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 ~as origi-
nally clue until October 1, 1975, andat the fateof one 

· and one-half percenLper month or fraction thereof from 
October 1, 1.975 to the date of actual payment or until 
December 8, 1987, whichever is earlier. On and afte:r 
December 9; 1987, interest on the . unpl'lid tax shall be 
charged at· an annualtate of five percentage points above 
the prime rate, wmpounded 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 De.cember 9, 
198T shall be Charged at th~ same rate from the date the 
penalty is assessed·• until the date of payment On and 
after. July 1, 1993, interest on the unpaid tax shall be 

. charged at . the. rate. of three percentage points above the 
prime pte assessed for each month or fraction thereof • 

. On and. after July l, 1993, interest will be compounded 
· annually at the end of each calendar year. 

. 2. Unl~~s any part of anyhnderpaymenfoftax required 
to .. be shown· on· a· retut11. or . report . is · shown to. be · unpaid 
due to reasonable cause, · a sum· equivalent to five percent 
of the tax shall be added to the amount of the tax as a 
penalty. The taxpayer has the affirmative obligation to 
show reasonable cause for. the underpayment in order to 
avoid imposition of the penalty. See NJ.AC. 18:2-2.7 
for basis for a finding of reascmable cause. 

(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. Oflfanllary 15, 1976, the Division of Taxation 
imposed . interest and penalty charges for such failure. 
Interest will be calculated from April 15, · 1975, to Qctober 
J, 1975, at the rates in effect immediately priorto Octo-
ber 1; .1975, and at the rate of 1 ¼. percent for· each month 
or fraction thereof that the tax remained unpaic:l from 
October 1, 1975, to the date ofpayn1ent, plus a penalty of 
five percent of the balance of fax due. 

2; . In example 1, if taxpayer also faiied to file his 
return (due Apdl 15,l975)until January 15, 1976, he 
would be subject to . additional penalties Set forth in 

· Section 3 of this Sut,chapter. 

3. On May 1, 1975, th¢ division assessed the taxpayer 
for additional taxes due 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 JS, 1975, to October 1, 1975, at the rate of one 
percent per month. or fraction thereof, and from October 
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• ,-l;,1975,lo·F~bruarylS, 1976, (tl1~:date of payment) at 
.. ... .the r~te of J~ percent per p1onth or fraction thereof,," In 

.. . . addition, . a . five. percent penalty may be . imposed on the 
'biila:iice of tax due. . . . . .. . . . 
. . . . . . . 

. . . 

DEPT, OF TREASURY~'l'AXATiON 

1. The ~~t~lil unpaid.tax liability;• ·. ·• 
'I • • l 

· 2. Ali penalties accruedlo that d~t~; and . . ... ' ._ ... 

· 3. - -lnterest a~rued tci thatdate. _ 

•>(c).The-·follbwing example applies_onlyto_tax liabilitie~. (f) .. TheJollowing example .. applies onJ.y·fo Jax Haljiliti~s ·. 
p'aidbnonlfter December 9, 1987: · paid on 9r a~er July l, 1993: · · · · 

. ·. 1: .·· Corporation X's Corporation B~siness TJ return' . 
. :was, due and filed on April 15, ,98'8. A- deficiency of 

.·•·. $50;000.0Q is assessed by the Division. · Payn:).ent is due on. 
·· ·_:Jµly 3J, 1988'.' . . . ... . . . . 

.· •·· Th~ taxp~yer must · ~ubmit the follQwing amou~ts on or. 
~efot~ July311 1988 .. ·. . - .·. . .·. . . . . . 

. Late. paynient penaity: five percent of the . 
balance of tax due · $ 2,500;00 
Deficiency as~essed: . . . $50,000.00 • 

. $52;500.00 
· ·. Interest on tax; calculated at an annual rate of , · 
. tp.e •··prime· rf!te plus five .percentage· pQints .. 

. compounded daily from the original clue date - · 
(April 15, 1988) until the date/ of payment 

. · ( assume July 31; 1988), plus interest onpenal- - •·· 
ty, calclil:ated at· the same . rate· from the . date 

· tp.e penalty is assessed unfil the· date of pay~ 
ment. The applicaole prime rate. shall'be the .. -

. rates effective on J anµary l; 1988 Md AptiL l, · 
1988, which are assumed to, be nine percent 
and· nine and one-half percent, · respectively,_ 
fonhe purposes of this example. · . . . · . $ 2,222.30 

. . . . . . .. Tot!tl . $.541122.30 

·-. (d)Where the'Directqr i~ authorized 6ftaw. and grants 
an extep.sion of Jim~ in :which a tax shal11;b~ paid, the .. 

Jaxpayer' sli~l be. Uabkft>r the, payiµ,iµt of ii:i,t.ere~t on the 
. unpaid tax at the .rate of threl? 'percent~ge point$ •!lQOVe the 

· : prime rate, to be compounded <la.Hy from. the date such tax 
• . · was cirjginally due to the date 6factua:l paytiient, If any or 

. a;ll; of su.ch tax is not paid within the time fixed under the 
extension, tµe interest on the a.motuit of sudh uqpaid tax .. ' 

.. · shail be · computed at the annu,al rate of five percentage 
points abqve tlie' prime rate, to be compounded daily from- . 
t,lie'·date thetax was originally due'.to the date of actual. 

·· · payment. . On and after July .1, 1993, where the Director 
. . . grants, an extension, interest bn the u_npaid tax shall be paid . 
· .at the rate of three perce,ntage points above th(;} prime rate, 

. ··. asses.sed 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 sucl1 uupaidtax shall be computed 'at ~lie 

· rat(;} • of three . percentage points above the prime. rate_ as- .. 
sessed for each month' or fraction thereof, COQJ.f)OUnded 

· annually atthe end of each' calendar year.. . . . 

(e) On and after December 9, 1987, which is the:fir~t day 
. -inunedi*elyfollowing the 90 dayJax ainnesty period ~utho-

ri,zed by PL 1987, c.76, for purposes of calculating'.iilterest 
. unpaid tax sh~ll mean the totaLof thefollowiilg: .· · 

·. 1. Taxpayer' failed to pay tax.· that · was due :April 15,,. 
1994, · Ou January J~, 1995, the Division issues a Notice 

.. and Demand which imposes futerest and penalty .•. inter- · 
est will be calculated at the rate of three percent . above .. 
the prime rate. for each,nionJh or fraction thereof; com- , 

_ ,niencing . on. the' date that thr 'tax was origillally due,·. and · 
shalt conti;nue. to a.ccrue :until the date upo'n which pays · .. 
ment is received; .· In. addition, late payme~t penalty may:· ·• . 
be imposed. _Beginning'.January ·l, 1995; t~ penalty. arid > 
interest are added together'' at the. be'girining. of ea.ch . 

. ca\e11dat year to become tlie ),asis for further .calculations ' · .. 
of interest. . .. . .. . ' ' . . . . ' . ' 
.. . . . ' . 

Amended by .R.1997 d.98, effeGtive March i 7, 19fr · . 
Si:e: 28 N;J.R:3716(a), 29N.J.R. 9i~(b).; .· .·· _· ·.. • .. · 

. Ii! (a)l, added last two sentenc!!s; .:in(ll.)2, iJ:ISerted text '.'U.nle$s .any . 
part .. • . .due to reasonable Ginise," '. ruid addeµ s~nd and third 
sentences; . in (d), addeq last.nv,o sent_eirces;. and 'ad~ed (f) .. 

18:2-2.5 , . Cost of c6ile~tion defip.~d 
(a) Co.st of ¢ollecti6n me~s• the amount. -~f expense 

incurred by the State' with :respyct to> the issuance of a ::J 
certificate of debt for; and th~• cbllectiou of1 any State tax • · / 
not paid \vithifi the time prescribed by)aw. These expenses . 
indude1 but ate not limited to, the following: 

·. ·, 

2. Cost <>£telephone; 

3~ Cost of~hotocopyin~; • · · . . . . .· 

4; State payroll hours used, includini,all associated . 
.• overhead; • · · · · 

5. .. Cost of filing· and prosecuting suit;• ·• 

6. ~The cost of ~g~nts, contractors; sqbc;ontra,ct<>r~ . or ··. · 
· .. others _employed or · otherwise . engaged ·•by . the State . of. .. 

. New Jersey subsequent to the entry ofa c~dificate of debt . 
· for th~ efficient· and :expeditious· collection of unpatd tax; · 

and ·• · ·· · · · · · · 

7. Arty otherexpense ~eemeci tiy ~e Director.to b~_ · 
reasonably related. and• necessary· for :the 'coJiection. of any 
unpaid tax. . · · · · · · ·· · 

(b} Th~ Di;ector may, in his discr~tion, 'imppse th~· actual . 
~ost · cif coqectio1;1i. or, i,n lie"4: of a!)cert,ainin~ _a:n_d iinposiilg . 
the actual cost <:>f collection, ina:y itripOSf? Jdee as follows: 

1. '. In the event th~t _atiy State tax isJ not paid within 
tlie time. pre~cribed by lavt and th_e Director • issues a ,~~-\ · 

·· ··certificate of'debt p11r~ua:nt fo N.lS;A 54:49~12, the · __ J_\··· 
. gr.eater bf five percent bf the fax or· $1QO.QO; 

. ,". 


