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SUBCHAPTER 1. FORMS

GENERAL POLICIES AND PROCEDURES

CHAPTER 2

GENERAL POLICIES AND PROCEDURES

Authority
NJ.S.A. 54:50-1.

Source and Effective Date

R.2003 d.347, effective July 28, 2003.
See: 35 N.JR. 2164(a), 35 N.J.R. 3847(a). -

" Chapter Expiration Date ‘
Chapter 2, General Policies and Proéedures, expires on July 28, 2008.

v Chapter Historical Note
Chapter 2, General Policies and Procedures, was adopted as 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, was adopted as R.1975 d.284,
effective September 25, 1975. See: 7 N.J.R. 439(d), 7°N.J.R. 490(b).

Pursuant to Executive Order No. 66(1978), Chapter 2, General
Policies and Procedures, expired on September 6, 1993, and  was

L

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

18:2-3.1  Purpose
18:2-3.2  Scope
18:2-3.3  Definitions
18:2-3.4  Payments required to be paid by electronic funds transfer
18:2-3.5  Specific requirements
©18:2-3.6  Determination of prior year liability
18:2-3.7- Notice to taxpayers
18:2-3.8  Penalties and interest for late EFT payments
18:2-3.9  Failure to comply
18:2-3.10 Voluntary EFT payment
© 18:2-3.11 Effect of subchapter

subsequently adopted as new rules by R.1993 d.542, effective November -

1,1993. See: 25 N.J.R. 3107(a), 25 N.J.R. 4927(b).

Subchapter 3, Requirements for . Payment of Taxes by Electronic
Funds Transfer, was adopted as R.1994 d.63, effective February 7, 1994.
See: 25 N.J.R. 1078(a), 26 N.J.R, 824(a). Subchapter 4, Postmark
Rule, was adopted as R.1995 d.609, effective December 4, 1995 . See:
27 NJ.R. 3589(a), 27 N.J.R.. 4906(b). Subchapter 5, Refunds, was
adopted as R.1996 d.54, effective February 5, 1996. See: 27 N.J.R.
4163(a), 27 N.J.R. 892(a). Subchapter 6, Confidentiality and Disclo-

sure, was adopted as R.1995 d.610, effective December 4, 1995. . See:

27 NJ.R. 3591(a), 27 NJ.R. 4907(a). - Subchapter 7, Recordkeepmg

and Retention Requirements, was adopted as R.1997 d.256, effective

June 16, 1997. See: 28 N.J.R. 5156(a), 29 N.J.R. 2706(a):

Pursuant to Executive Order No. 66(1978), Chapter 2, General
Policies and Procedures, was readopted ‘as R.1998 d.420, effective July
21,1998. See: 30 N.J.R. 1919(b),:30 N.J.R. 3066(a).

Subchapter 8, Set—off of State Vendor Tax Debt, was adopted as
R.1998 d.439, effective September 8, 1998. See: 30 NJ R. 1920(a), 30
N.J.R. 3258(a). Subchapter 9, Sale of Tax Indebtedness, was adopted
as R.1999 d.147, effective May 3, 1999.. -See: 31 NJR 593(a) ‘31
N.J.R. 1205(b).

Chapter 2, -General Policies and- Procedures, was 'readopted,as

R.2003 d.347, effective July 28, 2003. See, Source and Effective Date.
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o SUBCHAPTER"I" FORMS

Cas2-11 Reproductlon of forms

(a) Subject to conditions and requlrements in (b) and (c) '
» ’below, the Director -will accept, for filing purposes, repro-. -
ductions of prlnted return forms and privately de31gned and

o printed. and/or oomputer-generated and computer-prepared
“forms, in lieu of the official forms prmted and. furmshed by
the Director, ©

‘ : e
(b) In order to be acceptable for flhng purposes prrvately

-designed ‘and printed and/or computer-generated and com-
puter-prepared forms shall be submltted to the Division .of
< Taxation. for approval prlor to use.

. rector, Division of Taxation. The Director may, within his
or her discretion, approve a form that. does. not .interfere. -
with' either Division of Revenuei or Division. of Taxation

procedures in any way. If a reproduction does not meet
~ with the Director’s approval, an explanatlon of the areas in
which the form was found to be ,defrclent will be enclosed
_ with the letter rejecting. the reproduction. - Approval of a
reproduction of a tax form shall be valid for one tax year,

unless neither the official tax form not the reproduction has

changed since the year of approval in any respect other than

- date changes and minor editorial changes -in_which.case
approval shall be valid until the tax: form or reproduction is
changed .in any other-way. The submss1on of ‘an. unap- . -

' proved reproduction shall not satlsfy statutory return fllmg

requirements. _ i
! . \

© In order to be acceptable for filing purposes repro—
ductions of prmted return forms jmust meet the followmg

conditions and requirements: ;

1. Reproductlons must be facsrmlles of the complete
official forms, for the proper ‘tax petiod, produced by

photo -offset, photoengraving,’ photocopymg, computer or j

other similar reproductlon processes
\

2. Reproductrons must be on paper of substantrally»

the same weight and. texture, of | @ quality at least as good
as that used in the official form and of any color

3. Reproductrons must be of the same. size as that of ;

the official form both as to the overall dlmensmns of the
paper and the image reproduced thereon.

4, Format of pages shall adhere to the followmg

. Supp. 8-18-03

7 "The proposed form -
‘shall be forwarded: for consideration’ by letter to the Di- -

- the stated conditions:

i ?.:‘DEPT _OF TR 'EA:SURY;T'AXA' TI'ON:...V e

It is preferable that both srdes of the ‘paper be o
However reproductron'

used in making. reproductrons
~on one. side will be acceptable

All reproductlons must- result 1n the same pageu; '

. arrangement as that of the off1c1al form and the spacing -~ -

“ of the printed matter on. each page and the fold must*‘. : o

- be the same as on the off101a1 form; -

Separate pages must be fastened together 1n'

- numencal order;. -

v ‘Each separate page- must be clearly 1dent1f1ed by N
“listing at the top of the page the taxpayer’s name, the
- Federal identification number and the approprlate New‘

J ersey serial number

5." The quahty of ‘the reproductlon of the prmted

' matter must be substantially the ‘same as that of the .
‘official form, and the fllled -in mformatlon must be entlre- _

Iy legible..

: 6. The taxpayers full and correct name and address
-and the - 1dent1fy1ng number - as it appears on the form
“furnished by the Dlrector must be typed or leglbly prmted,. ,

‘on the reproductlon

7. "Reproduction of forms may be made after 1nsert10n
of the tax computations and'the:other requlred informa-
tion. Howevet, all signatures on forms to be filed must

be orlgmal 31gnatures affixed subsequent to the reproduc- -

tion process. .

8. The Drrector does not approve or d1sapprove the

specific equrpment Or process used in reproducing official

forms, but requires only that the reproduced forms satlsfy‘
It should ‘be noted, however ‘that -

photostats do not meet all of the above conditions. -

9. The Director does’ not approve or d1sapprove the. .
spe01flc wrltlng 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-whlte with handwrltmg

of satrsfactory legrblllty o : ‘ RS

R.1974 d.182; effective July 3, 1974
See: 6 N.J.R. 250(c), 6 N.J.R. 328(a). .
Amended by R.1999.d.267, effective August 16, 1999

See: 31 N.J.R. 1444(a), 31 N.J.R. 2369(a). L
-“--Rewrote “(a); inserted” a new (b); recodified former : (b) as (c), ‘

deleted “flat,” following"‘reproductions of” inthe introductory. para-

- graph, and inserted “,- computer,” following ‘“‘photocopying” in 1.

Ty

SUBCHAPTER 2. PENALTIES AND INTEREST

18:2-2.1 Appllcatlon

The provisions on penalty and interest in this’ subchapter S

are applicable to penalty and interest impositions made on

and after October. 1, 1975, pursuant to P.L. 1975, ¢.177,

- ‘approved August 4, 1975, and on all taxes subject to the -
. State Tax Uniform Procedure Law, as amended by P.L.’
1987, ¢.76 and PL 1992 c.175, approved December 10

1992

. Next Page is 52-2/.0.1



- GENERAL POLICIES AND PROCEDURES-

18:2-2.2

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

Next Page is 2-2.1

2-2.0.1

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 Umform
Procedure Law and this subchapter

Supp. 8-18-03
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Next Page is 2-11

18 2-3 sf «

. (b)- The farlure of the Drrector to notrfy a taxpayer as .
~ required. by (a). above shall not relieve - a ‘taxpayer from .
- compliance with its EFT payment’ requlrements
- if the Division’s records indicate that the Director failed to
- ‘notify the- taxpayer as requlred by (a) above, the. Dlrector" »
- may take the lack of notice into consideration w1th respect*

to any- request for a waiver, of penalty or mterest

(c) The Drrector Wlll annually, on such date as is practl-

B cable notlfy those taxpayers that do not meet ‘the current '

P

“However,

2100

»‘:fpri'or;;year -liability threshold for bemg requlred to pay by L

18 2-3. 8 Penaltles and mterest for late EFT payments

(a) If an EFT payment is dep051ted later than the date. g

required by N.J.A.C. 18:2-3. 5(a) the Director shall, for the ™ .
perlod between the required and the actual depos1t date,‘ B

- assess late paymient penalties and interest as prov1ded under =
_'the State Tax Uniform. Prooedure Law or under the pertl-f o

nent State tax law

© Supp. 42098



‘and interest.

.GENERAL POLICIES' AND‘ .PROCEDURES T

18:2-43 '

(b) If the avallabrhty of funds for EFT payment is de-_}
layed, and'if the taxpayer shows, to the. satrsfactron of the = -
- Director,- that the delay was due to reasons beyond: the .

~ control of the taxpayer, the Director shall abate penalties . - -
Circumstances such as the taxpayer being'in a-
- poor financial condition will not, by 1tself be deemed to be- .

» reasons beyond the control of the taxpayer e

: :18'2—3 9 Farlure to comply

. (a) If a taxpayer s requrred to’ remit a tax. payment byv K
EFT and the taxpayer pays (with suffrcrent funds) by check, '
draft or similar instrument, payment shall be deemed to

have been made on the third business day after the date the

Drrector recerves the check draft or similar paper mstru- '
" ment. : . ,

Example 1: Funds represented by a check on a bank

~-seized by bank regulators are consrdered received when.'
“honored, rather than tendered, even though there were -

suffrcrent funds at the t1me of tender.

Example 2: A check drawn on sufﬁcrent funds 1s consrd- ’
‘ered feceived when honored, rather than tendered, if honot-
ing the check is delayed due to computer fadure (other than -
" a farlure of the Drvrsron s computers) -

t

(b) The Drrector wrll not consrder any clarm or. assertlon

by a taxpayer that its check draft or other instrument
cleared prior to the date it was deemed to have been pard N

under (a) above

See: 26 NJR. 1612(a) 26 NIR. 2591(a)

7 18:2-3.10 Voluntary EFI‘ payment

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

(b) Once the Drrector has: g1ven wrrtten approval a tax
payer must use the approved EFT method vof ‘payment

~unless the taxpayer gives the Director notice -in writing ‘at

o
!

(c) Except as. otherwrse provrded in th1s sectron any

taxpayer voluntarily remitting taxes by EFT must follow. the

EFT requirements of this subchapter and any pertment.

gurdelmes prescrrbed by the’ Drrector _

18:2-3.11 Effect of subchapter YT r’\.

- Ifthe prov1srons of these rules conﬂlct w1th the provrsrons ‘
-~ of any other tax rule concerning the payment of State taxes, -
» except those ‘taxes excepted in N.J.A.C. 18:2-3.4(f), the

 Amended by R1994 4305, cffective June 20,1904, R

‘least 30 days prior to w1thdrawmg from’ voluntary partlc- ¢
‘ 1patron K R

provisions of N.J.S.A. 54:48-4.1 and these rules shall govern, -

» _unless the context clearly mdrcates otherwrse

" under the authority of any provrsron of the tax laws.

SUBCHAPTER 4 POSTMARK RULE

. ‘ Authorlty
N IS. A si: 49-125 and 54: 50-1

Source and Effectlve Date. -

Lo R199s d.609, effective December 4, 1995
. See 2TNJR. 3589(a), 27 NJR. 4906(b)

182—41 Purpose )

SN

, This subchapter provrdes rules for the mterpretatron and

'admmrstratron of NJ.S.A. 54:49-3.1, wh1ch requires that a-

t1mely postmark shall be deemed a trmely filing or remit- .
“tance, and that the use of registered -or certrfred mail shall -~
be deemed prrma facie evidence of dehvery [

’ 182—42 Deﬁmtlons'

The followmg words and terms when used in thrs sub-"_'

‘ chapter shall ‘have the followmg meanmgs unless the con-. - y

text clearly mdrcates otherwrse -

- “Document means any retum report,. declaration’ of

g est1mated tax, claim, statement notice, application, affidavit, .

. petition, protest or other document required to be filed
~within a prescrrbed perrod or on or before a prescrrbed date
under the authority of any provision of the tax laws. How-"

' ever, such term does not include any document -that is

requrred under any prov1sron of the tax laws or the regula- -
tions to be flled -or delrvered by any method other than‘
marlmg . :

{

' “Payment .means any payments required to be made )

w1th1n a prescrrbed perrod or on or before a prescrrbed date

-ever, the term does ‘not include any rem1ttance unléss 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
recerved is'not honored upon presentment.

made by any method other than marlmg

18 2—4 3. Postmark date deemed date of ﬁlmg or payment

For documents requrred 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 = =
* docurent or payment is contained will be deemed to be the - -
‘Where delrvery is made by

date -of filing or payment
- courier, delivery messenger or similar service;. the date of
rece1pt by the Division, as evidenced by an ‘authentic Divi-
sion of Taxation date stamp, wrll be deemed to be the date o
of ﬁlmg or payment ‘

~ Supp. 2-20-96

How-:"

Furthermore: .
~ such term does not include any payment that is Tequired -
“under any 'provision of the tax laws or regulatrons tobe
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18 2-4 4 Mallmg requlremeuts : ‘ .

(a). Documents and/or. payments shall not be consrdered'

'to be timely. filed or timely pard unless marled in accordance
- with. all of the followmg requrrements : :

‘1. The documents or. payment must be contamed 1n'-,

“an envelope ‘or other. appropriate -wrapper . properly ad-

" dressed to ‘the address desrgnated by the Drvrsron of_

Taxatron

o 20 The envelope or wrapper rcontammg the document'
~ - or payment must be deposited in the mail ‘of the United
- States within ‘ the prescribed” perrod 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 Umted States when it is
- deposited with the: domestrc ‘mail service of the United .
“The domestic mail service. of the

T States Postal Service.
United States Postal Services mcludes ‘mail transmrtted

. “within, among, and between the Unrted States, its territo-
ries and . possessions, -and’ Army Air Force (APO) and -

Navy (FPO) post offices.,

18: 2—4 5 Umted States postmark t
- If the postmark on: the envelope or. wrapper contammg

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. perrod 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 wrthm such| prescribed period-or on
~or before such prescrrbed date for filing or paying, the.
" document -or payment will not: be rconsrdered ‘to.be timely:
filed or paid, regardless.of when the envelope Or.Wrapper.. .
was deposited in the mail. Accordmgly, the sender assumes -
- the risk that" the ~envelope: or' wrapper’ will . not ‘bear a.
- postmark date stamped by the Umted States Postal Service =
within the prescribed perlod or ‘on-or before the prescribed .
date for filling or paying: (mcludmg any extensions of time -
. granted for filing or paying). See N.J.A.C. 18:2-4.9° wrth -
*- respect ‘to the use of registered marl or certified mail ‘to
- -avoid this risk." Furthermore, if the postmark made by the

, Umted States. Postal Service on. the envelope Or .wrapper

: contammg the document or. payment is ‘not. legible, the '

provrsrons of N. J A.C. 18 2—4 6 shalll apply
Example 1: 3rd Quarter Sales and Use Tax Return o

Due Date: - October 20
Postmarked: - October 20 . .
Recerved by Drvrsron of Taxatron Octo'ber 24 -

The return would be consrdered tlmely frled

Example 2 3rd Quarter Sales and Use Tax Returnﬁ P

“DueDate: - October 20 ‘payment shall be: deemed pard three days pnor to its recerpt S
‘., Postmarked: . .. . 1 “October21 . . by the Dijvision. - ERRR

Recerved by Drvrsron of Taxatron October 26

The retum would be consrdered ﬁled on' October 26

1

- 182—46 Metered mail R ,'{ L
“Documents and payments not postmarked by the: Unrted o
States ‘Postal " Service' shall- be :deemed to be mailed and . *

postmarked three days prior to the date upon which such

documents- and payments are ,_recerved by the Division.

/

-18 2-4 7 Multlple postmarks

If the envelope -or wrapper . contammg ‘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’ S

Servrce will be determmatrve of the frhng date:

‘18 2—4 8 No postmark

If the envelope or wrapper contammg 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 prror to its recerpt by the Drvrsron of Taxatron o

18 2—4 9 Regrstered or certlfied mail deemed prlma facre -

v ewdence of. dellvery

If any document or payment- is- sent by Unrted States o
: regrstered or certrfred mail, such registration or ‘certification
‘shall be‘prima facie, evidence' that the document was deliv- .
“ered to. the drrector bureau,: office, officer or person to.
~which or 'to -whom " addressed. - The “timeliness -of such -

<

document or payment delivered as evidenced by such regrs-ﬂ -

'tratron or certification- shall be determmed under the provr-’

sions of N.J/A.C. 18:2-4.10.

.v18 2—4 10 Reglstratlon or certlficatlon date deemed

“postmark date

_ (b) If an envelope or wrapper contammg a document or
'*payment is: sent by United States certified mail and- the

- sender’s receipt for certrfled mail is postmarked by, the - -
‘postal’ employee' 10 .- 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 frlrng or paymg >

(c) If an envelope or wrapper contammg 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

Aa) If an envelope or wrapper contammg 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 ﬁlmg or paymg : : —
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18:2-5.4

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.

18:2-4.13 Express delivery

Where delivery of documents and payments is made by
Federal Express, United Parcel Service, or similar service,
such documents shall be deemed filed, or the payments shall
be deemed paid, one day prior to the date upon which such
documents and payments are received by the Division of
Revenue. Such documents or payments shall be delivered
to the Division of Revenue, 160 South Broad Street (Living-
ston Street entrance), Trenton, New Jersey 08646.

New Rule, R.1999 d.217, effective July 19, 1999.
See: 31 N.J.R. 1166(a), 31 N.J.R. 1941(a).

SUBCHAPTER 5. REFUNDS

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

Source and Effective Date
1996 d.54, effective February 5, 1996.
See: 27 N.J.R. 4163(a), 27 N.J.R. 892(a).

18:2-5.1 Purpose =

This subchapter provides rules for the administration of
refund procedures pursuant to the applicable provisions of
the State Tax Uniform Procedure Law, N.J.S.A. 54:48-1 et
seq., as well as certain provisions of the Sales and Use Tax
Act, N.J.S.A. 54:32B-1 et seq., and the New Jersey Gross
Income Tax Act, N.J.S.A. 54A:1-1 et seq.

18:2-5.2 Claims for refund; when allowed

(a) Taxpayers may claim a refund for overpayment of
taxes by filing a return or a Claim for Refund (Form
A-3730), except that with respect to a claim for refund of a
payment of an additional tax assessment as permitted by
N.J.S.A. 54:49-14.b and N.J.A.C. 18:2-5.5(b)1, taxpayers are
to use Form A-1730.

2-13

" menced in the Tax Court.

(b) For claims accruing prior to July 1, 1993, any taxpayer
may file a claim for refund within two years from the
payment of any original or additional tax assessed against
the taxpayer, unless a shorter time limit is imposed by the
law imposing a particular tax statute.

(c) For claims accruing on and after July 1, 1993, any
taxpayer may file a claim for refund within four years from
the payment of any original or additional tax assessed
against the taxpayer, unless a shorter time limit is fixed by
the law imposing a particular tax statute. All claims barred
by the applicable statute of limitations on July 1, 1993 shall
continue to be barred.

(d) The statute of limitations period for filing a claim for
refund of gross income tax is three years after the return is
filed or two years after the tax is paid, whichever is later.

(e) The Transfer Inheritance Tax Law generally provides
for a three year statute of limitations on applications for
refunds. See N.J.A.C. 18:26-10.12.

Amended by R.2002 d.153, effective May 20, 2002.
See: 33 N.J.R. 4083(a), 34 N.J.R. 1849(D).
Rewrote (a).

18:2-5.3 Claim not required or permitted until final
determination

(a) No claim for refund shall be required or permitted to
be filed with respect to a tax paid, after protest has been
filed with the Director, or after appeal proceedings have
been commenced, until' such protest or appeal has been
finally determined. Should the protest or appeal with re-
spect to a tax paid be finally determined in favor of the
taxpayer, then the refund claim shall be processed by the
Director in accordance with the Director’s final determina-
tion after protest or the judgment of the Tax Court upon
appeal.

(b) The provision in (a) above, not permitting or requir-
ing refund claims to be filed, does not apply to any tax paid
which is not implicated by, or the subject of, a protest duly
filed with the Director, or appeal proceedings duly com-
In the case of such taxes paid, a
refund claim may be filed pursuant to N.J.S.A. 54:49-14 and

N.J.A.C. 18:2-5.2.

18:2-5.4 Credit against outstanding tax liabilities

(a) In examining a claim for refund, if it is determined
that there has been an overpayment of tax, the amount of
the overpayment and interest on the overpayment, if any,
will be credited against any ouitstanding State tax liability of
the taxpayer. If there is no outstanding State tax liability,
the taxpayer will be entitled to a refund of the overpayment
and interest on the overpayment, if any.

(b) Refunds or credits of erroneous or illegal tax pay-
ments for which no refund claims have been filed will be
made strictly according to the provisions of N.J.S.A.
54:49-16.

Supp. 5-20-02
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18 2-5.5" Items prevmusly assessed

“(a) The. following terms, when used ‘in- this sectlon shall ‘
have the followrng meanmgs '

. “Dehnquency ‘tax assessment” or. arbit_rary ‘tax as-
- :sessmen ‘or “estimated tax assessment éach ‘mean an’

assessment made pursuant to. N.J.S:A. 54 49-5, or any-
~ ~substantially similar provision under a specific State tax
.- statute, whereby the taxpayer has failed to file a return-or
~‘feport as required under any tax law, and the Director has

estimated and assessed ‘the taxes, fees, penaltles and

 interest due from the taxpayer.

? . .
~ 2. “Additional tax assessment means’ an assessment
of additional tax made pursuant to- N.J.S.A. :54:49-6,
=" Deficiency assessment in certain (cases,. or any substantial-
_ly similar provision under a specrﬁc State' tax statute,
~ whereby the taxpayer has filed a tax return or report, and
- the Director determines that there is a deficiency. with -
- respect to the payment of tax due because the-amount of
tax shown due on the report or return is less' than  the
-~ amount of tax due after ad]ustment of the amount due
“.upon examination or audit of the return or report by ‘the -
~ Director. The assessment of additional tax shall include
.- interest and penalty imposed under any. State tax law. For
“-purposes of this section, the term ‘additional assessment”
. does not include an assessmeént issued -because the
amount of tax actually paid is less than the ‘amount due as
; shown on the taxpayer s return or report.-

3. “Jeopardy tax assessment” ‘means an assessment
“made under the c1rcumstances set - forth- - at™ N.J.S.A.
©54:49-7, 54A:9-14; or any substantlally 51m11ar provision

under a specific State tax statute.

(b) Except -as. provided: by (c)l below and NJ. A.C.
18:2-5.7; no claim for refund shall ‘be permitted for items
which were prevrously the subject }of an assessment by the
Director where  the - taxpayer -was - permitted 90  days - to
protest the ‘assessment pursuant to N.J.S.A. 54:49-18, or -
similar provisions of any partrcular tax . statute. Failure to
. timely protest the -assessment shall be deemed a waiver of

- the: taxpayer s right for review of that item.

(c) The extended refund request perlod exceptron is-as’

follows: - . . {

:'1.. For a return perlod begmnmg on or after January
-1, 1999, a taxpayer - may - file a claim for refund of a -
payment of an additional assessment issued by the Di-

_ rector with respect to Corporation Business Tax, Corpora-
“tion .Income Tax, Savings Institution  Tax, Petroleum .
‘Gross Receipts Tax, Tobacco - Products Wholesale Tax, -
Sales and Use Tax or Gross Income Tax, or in the case of
a decedent dying on or after. January 1,71999, a taxpayer :
" may file a claim for refund of a payment of an additional
~ assessment issued by the- Drrector with respect to Transfer
Inherltance Tax or Estate Tax, if ;the taxpayer:-

i. Neither has protested the additional tax assess-

ment to the Director in compliance with the" applicable

: ‘statutory protest period nor appealed the -additional tax
. assessment to the New.Jersey Tax Court in comphance
with the, statutory appeal perro‘d '

Supp. 52002 L 214
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-Pays the additional tax assessment in full, includ-
ing all penalty and interest imposed thereon for which
- -the taxpayer had received notice, within one year after -
.. the date the apphcable statutory protest period: has .

- -expired;

» iii. ~Files a clarm for refund of the payment made '
pursuant to (c)lii above, on the refund claim form
prescribed by the Director (Form A-1730) within 450 -

“days after the date the protest period described in (c)ln
above expires;

iv. .Uses'a separate refund cla1m form for each type'

of tax paid for which a refund is sought, whether or not o

- the notice of additional tax assessment included more"

than one tax and whether or not the taxpayer used only
one check to ‘p‘ay two or more tax assessments; and

y. Explains in the refund claim form the ground(s)'

upon which the refund is claimed, limited to the
ground(s) for the additional tax assessment prov1ded in

~ the notice of assessment, in accordance with the re- -
quirements of N.J.A:C. 18:2-5.8(g). However, a taxpay- :

- er who has already protested one or more grounds for
an additional tax assessment but not another ground or
who has already protested one or more.periods of a

multi- perrod additional tax assessment but not another
period is not’ ehgrble to use the procedure prescribed by

(c)1 above: with: respect to the ground(s) or period(s)
that the taxpayer did not previously protest. ,

2. The Drrector will not consider the claim for refund

,'1f any of the requirements in (¢)1 above are not met. No
_extensions of time to meet any such requrrement w111 be
~allowed.

3. A refund will not be granted unless the taxpayer
demonstrates that the ground(s) provided by the Division

of Taxation in the notice o_f additional tax assessment is
(are) erroneous as-a matter of fact or law. The Division of

- Taxation will not consider any other ground(s) in review- :
_ ing the claim.

4, The maximum amount that may be refunded is the.
amount that is paid pursuant to (c)1ii above.

5. The procedures prescrrbed by (c)1 above does not

‘apply to refunds of payments of costs of collection, delin--

quency, estimated or arbitrary tax assessments, jeopardy

- tax. assessments when no return has been flled_ for the -
--period(s) at issue, payments of penalty and interest with-

out payment of an underlying additional tax assessment,

- and payments of penalty and interest imposed wrthout_ »
~ assessment of an “additiona] tax.

6. Payment of an addrtronal tax assessment is.due

within the time established by the Uniform Procedure
Law and the provisions of (c)1 above do not extend the
due date of the payments of any additional assessment.

Such assessment shall be due. as set forth in N.JS.A. .
54:49-6,.54A:9-2(b), or any other ‘similar prov151on of an

apphcable specific State tax statute.

7.~ An additional tax assessment is paid whether paid »

voluntarily by the taxpayer or involuntarily as a result of

collection efforts undertaken by the Division of Taxation.

A
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2. Individual refunds: If the taxpayer overpaid sales
tax when making ‘a retail purchase, the taxpayer may
request a refund directly from the vendor from whom the
purchase was made. However, if the vendor has already
submitted the tax to the State, the taxpayer must com-
plete a Claim for Refund (Form A-3730) and include
supporting documents to substantiate the claim.

(e) A taxpayer requesting a refund of a payment of an
additional assessment of Corporation Business Tax, Corpo-
ration Income Tax, Savings Institution Tax, Transfer Inheri-
tance Tax, Estate Tax, Petroleum Gross Receipts Tax, To-
bacco Products Wholesale Tax, Sales and Use Tax or Gross

Income Tax pursuant to N.J.S.A. 54:49-14.b is required to

use Form A-1730.

(f) If there is-ho other established refund claim proce-
dure or amended return for other State taxes paid in error,
a Claim for Refund (Form A-3730) should be completed
and submitted with a detailed explanatlon with supporting
documentation.

(g) The refund claim or amended return shall set forth
the taxpayer’s.name, address, identifying number, signature,
and a full narrative description of the claim. The narrative
description shall set forth in detail each ground upon which
a credit or refund is claimed and facts sufficient to apprise
the Division of the exact basis thereof. Citations to relevant
statutes, regulations, and case law are not required but may
be included if known. The statement of the grounds and
facts shall be verified by a written declaration that it is made
under the penalties of perjury. If a refund claim or amend-
ed return does not contain sufficient information, the Divi-
sion will return the claim or amended return with guidance
to the taxpayer. For purposes of the statute of limitations
on claims for refunds under N.J.S.A. 54:49-14 and 54A:9-8,
and interest payments on late refunds under N.J.S.A.
54:49-15.1, the refund claim will not be deemed complete
until the required information is submitted. A claim which
does not comply with this subsection shall not be considered
for any purpose as a claim for refund or credit. (See also
N.J.A.C. 18:2-5.9, Interest on overpayments.)

Amended by R.1999 d.295, effective September 7, 1999.
See: 31 N.J.R. 1583(a), 31 N.J.R. 2626(a).
Added (f). )
Amended by R.2002 d.153, effective May 20, 2002.
See: 33 N.J.R. 4083(a), 34 N.J.R. 1849(b).
Added a new (e); recodified former (e) as (f) and inserted “other”
preceding “established refund”; recodified former (f) as (g).

18:2-5.9 Interest on overpayments

(a) For tax paid with respect to reports or returns due on

and after January 1, 1994, interest shall be allowed and paid
on overpayments of tax at a rate determined by the Director
to be equal to the prime rate, determined for each month or
fraction thereof, compounded annually at the end of each
calendar year, from the date that such interest commences
to accrue to the date of the refund. “The date of the

- refund” shall be deemed the date set forth on the check or

2-16.1

the documents authorizing electronic funds transfer (EFT).
If interest must be paid, it will be calculated to accrue from
the later of the date of the filing of a refund claim, the date

_the tax is paid, or the due date of the return. No interest

shall be allowed or paid on an overpayment of less than one
dollar; or on an overpayment refunded within six months
after the last date prescribed, or permitted by extension of
time, for filing the return; or within six months after the
return is filed, whichever is later. Interest will not be paid
on overpayments where the taxpayer has requested that the

" overpayment be applied to the following year’s tax liability.

(b) No interest will be paid on a refund of an overpay-
ment issued pursuant to N.J.S.A. 54:49-16 unless and until
six months after the taxpayer flles a claim for refund. See
N.J.A.C. 18:35-1.27. A

Example 1: Corporatlon Busmess Tax Return (calendar
year taxpayer)

Duc Date: April 15
Postmarked: March 2
Return with overpayment received -

by the Division of Taxation: March 12

A refund of overpaid taxes would accrue interest if not
refunded by October 15 (six months after the due date of
the return, April 15).

Example 2: Corporation Busmess Tax Return (calendar
year taxpayer)

April 15

Due Date: » '
Return and overpayment (unknown to

taxpayer at time return was filed) -

received by Division of Taxation: April 15-
Claim for refund received by

Division of Taxation: May 1

Interest would accrue on an overpayment not refunded by
November 1 (six months after the cla1m for refund date of
May 1).

Example 3: Same as above, except no claim filed. The

 Division of Taxation discovers the overpayment within two

years of payment.

No interest is due on the refund of the
overpaid tax. . '

(c) No interest shall be paid on a refund of an overpay-
ment unless the claim for refund or amended return con-
tains:

- 1. The taxpayer’s name, address, and identifying num-
ber and the required signatures; and

2. Sufficient information (whether on the refund
claim, amended return and necessary attachments) to
permit the verification of the claim, including a full
narrative description of the basis for the claim. (See also
N.J.A.C. 18:2-5.8, Refund claim procedures.)

Amended by R.1999 d.295, effective September 7, 1999.

Supp. 5-20-02
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See: 31 N.JR. 1583(a), 31 NJR. 2626(a)
Added (c).

18:2-5.10 vSeparate claims required

For claims accruing on ior after July 1, 1993, each taxpayer
shall file a separate refund claim. A refund clalm on behalf
of a class is not permitted.

SUBCHAPTER 6. CONFIDENTIALITY AND
- DISCLOSURE .

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

Source and Effective Date

R.1995 d.610, effective December 4, 1995.
See: 27 N.J.R. 3591(a), 27 N.J.R. 4907(a).

18:2-6.1 Records confidential

(a) Division of Taxation records and f11es 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 fedéral 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.

Supp. 5-20-02 J

SUBCHAPTER 7. RECORDKEEPING AND
RETENTION REQUIREMENTS

Authority
NJ.S.A. 54:50-1.

‘Source and Effective Date
R.1997 d.256, effective June 16, 1997.
See: 28 N.J.R. 5156(a), 29 N.J.R. 2706(a).

18:2-7.1 Purpose
The purpose of this subchapter is to define the require-

ments imposed on taxpayers for the maintenance and reten- -

tion of books, records, and other sources of: information

_ where all or a part of the -taxpayer’s records are received,

created, maintained or generated through various computer,

' electromc and i 1mag1ng processes and systems.

18:2-7.2 = Definitions
- For purposes of this subchapter, the following terms shall

- be defined as follows: -

“Database management syste'm” means a software system
that controls, relates, retrieves, and provides accessibility to
data stored in a database.

“Electronic data interchange” or “EDI technology”

~~~~~~

means the computer-to-computer exchange of business =

transactions in a standardized structured electronic format.

“Hard-copy” means any documents, ’records,"reports or
other data printed on paper.

“Machine-sensible record” means a collection of related

information in an electronic format. Machine-sensible rec-
ords do not include hard-copy records that are created or

recorded on paper or stored in or by an imaging system such

as microfilm, microfiche, or storage-only imaging systems.

“Storage-only imaging system” means a system of com-
puter hardware and software that provides for the storage,
retention and retrieval of documents originally created on
paper. It does not-include any system, or part of a system,
that manipulates or processes any information or data con-

tained on the document in any manner other than to

reproduce the document in hard copy or as an optical
image.

“Taxpayer” as used in the subchapter means any person
owing or liable to pay any State tax or any person deemed
by the Director to be so owing or liable. -

18:2-7.3 Recordkeeping requiremehts—general
(a) A taxpayer shall maintain all records that are neces-

sary to a determination of the correct tax liability. All

required records shall be made available on request by the
Director or his or her authorized representatives. Such
records shall include, but not be mnecessarily limited to,

- books of account, invoices, sales receipts or other docu-.

ments required to be maintained by any specific tax statute
or regulation of this State.

2-16.2
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(b) If a taxpayer retalns reoords requlred to be retamed‘ :
“under this section in. both machine-sensible and hard-copy.
formats, the taxpayer shall make the records available to the
Director in- mach1ne-sens1ble format upon request of the ‘

Director.

(©) It the machine-sensible or hard -copy records of the
‘taxpayer are determined to be incorrect or insufficient, the .

return(s) filed on the basis of the information obta1ned from
- such records may be deemed to be incorrect or insufficient
and the Director may determine the amount of tax due the

State by using any 1nforrnatlon available, whether from the
taxpayer s place of busmess or from’ any other source.’ B

(d) Nothmg in this sectlon shall be construed to proh1b1t
a taxpayer from demonstrating tax complrance with tradi-

tional hard-copy documents or reproductions thereof, in -

“whole or in part, whether or not such’ ‘taxpayer also has

retained or has the- capablllty to retain records on electronic

or other storage media in accordance with. this regulation.
~ However, this ‘subsection shall not relieve the taxpayer of
- the obl1gat10n to comply w1th (b) above. - el

18: 2-7. 4 Recordkeepmg requlrements——machme-sensrble o

_ records

(a) General requ1rements pertamlng to machlne sens1ble o

records are as follows

1..,' Machrne-sens1ble records used to estabhsh tax com- . -

phance shall contain sufficient transaction-level detail in-

format1on 50 that the details underlymg the machine-

-Next Page is 217 o

2163

s

: ’sens1ble records can be 1dent1f1ed and made- avallable to-
‘A taxpayer has discretion to
discard duplicate records and redundant mformatlon pro-

_the Director upon request..

~vided its respons1b111t1es under thls section are met

2. At the time of an exammatron the retained records
shall be capable of being retrreved and converted to a
) standard record format -

3. Taxpayers are not requ1red to construct machme-

sensible records other than those created in the ordinary .
A taxpayer who. does not create the -

course of business.
electronic equivalent of a traditional paper document i in
the ordinary course of business is not requrred to con-*

- struct such a record for tax purposes.

(b) Electromc data 1nterchange requrrements are as fol-

lows

1. Where a taxpayer uses electronic data interchange'

_processes and technology, the level of record detail, in
combination with other records related to the transac-

"~ tions, shall be equlvalent to that contained in an. accept-

" able paper record. For example, the retained records

" shall contain such information' as vendor. name, invoice
date, product descrlptron, quantity purchased, price,

amount of tax, indication of tax status, shipping detail,

data- elements, provided that the taxpayer provides: a
method which allows the Director to 1nterpret the coded
. 1nformat10n L - :

cetc. Codes may be used to 1dent1fy some or all of the-

 Supp. 52002
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18:2-9.2

1. The vendor is under .contract to provide goods or

"\ services or engage in a construction project for the State

of New Jersey, or any of: its branches or any of its
agencres or 1nstrumentaht1es

2. The vendor is entitled to payment from the State for
such goods serv1ces or constructron prOJect and

3 ‘The vendor is indebted for any State tax or, where

_ the vendor is a partnership or S-corporation, any partner .

_or shareholder of the vendor-entity is- indebted for such
tax. . ST T o

- 18:2-8.3 Tlme for mltlatmg set-off procedure

“(a) The Division of Taxation may initiate procedures to
set off the tax debt of a specific vendor upon the exprratlon

- of 90 days after either:

‘1. The issuance by the »Division of a notice and demand

for payment of any State tax owe'd by the taxpayer; or . -

2. Thei issuance by the Division of a final determmatlon
on any protest filed by the taxpayer against an assessment
or final audit determination.

18:2-8.4 Set-off of tax liability of a member of a
partnershlp or S corporatlon under contract with
State o ' :

When a partnership or an S ‘corporation is a vendor, the

. Division may also seek to reduce the contract payment due
. to that vendor by the amount of the State tax indebtedness

of any of that vendor’s partners or shareholders. The

amount set off shall not exceed the individual partner’s or
shareholder’s proportionate share of the contract payment
due to the vendor-partnership or vendor-S corporation.

Example 1 A vendor-partnership earns $10,000 proyiding
consulting services to“the State. The partnership has two
equal partners, one of whom has a $100.00 gross income tax
debt: ’

The’debtor-pa‘rtner’s share of the contract payment due to

the vendor-partnership is $5,000. However the partner’s tax
debt is only $100.00. Since the. individual’s tax debt

($100.00) does not exceed his proportionate one-half share
.of the contract payment ($5,000), the contract payment will -
be set off by the full $100. 00 debt owed by the debtor-

partner

~ The vendor-partnershrp will receive a $9,900 contract
payment. - The debtor partner’s gross income tax debt wrll
be satisfied through the set-off. s

Example 2: A vendor-S corporation earns $10,000 provid-
ing electrician services to the State. The S corporation has

10 equal shareholders, one of whom has a $10,000 gross

income tax debt.

The debtor-shareholder’s one-tenth proportionate share

~of the $10,000 contract payment is $1,000. Therefore, al-

- 2-19

: though hlS individual tax debt is $10,000, the portion of that

tax debt that can be used to offset the contract payment due

- to the full S corporation is limited to $1,000, that is, the
_debtor-shareholder’s proportlonate share of the contract

payment.’

The vendor-S corporatlon will receive a contract payment -

- of $9,000. The debtor-shareholder will have a- remammg»'

gross income tax indebtedness of $9, 000.

18: 2—8 5 Notlce of set-off

-(a) The Division shall give notice both to the vendor, and
to the taxpayer, if the taxpayer is a partner or shareholder of -
the vendor-entity, as soon as the Dlvrslon takes - set-off
action under this chapter. : -

, f.'(b) The notrce shall:

- Specrfy the contract payment due to the vendor that
'is being sent to.the Division of Taxatlon to offset the
taxpayer s tax debt; and

2. Provide the vendor' wrth an opportumty to protest
the set-off action by filing a written protest within 30 days

-~ - of the date of the notlce

‘ (c) A ertten protest shall conform fo the requirements

" NJAC, 18:1-18.

(d) The filing of a protest shall not stay the collectlon of
the 1ndebtedness

1 : SUBCHAPTER 9 SALE OF TAX INDEBTEDNESS

) Authonty }
N.J.S.A. 54:50-1 and 54:50-35.

Source and Effective Date
" R.1999 d.147, effective May 3, 1999.
See: 31 N.J.R..593(a), 31 N.J.R. 1205(b).

18:2-9.1 Tlme for sale of mdebtedness ,
(a) The State Treasurer is authorized to sell, transfer .or

‘assign all right, title, and interest in any State tax indebted-

ness only when the followmg conditions have been satisfied:

1. The underlying State tax indebtedness is fixed. and
final and not subject to protest or appeal pursuant to the

* State Tax Uniform Procedure Law or the New Jersey

Gross Income Tax Act; and

2. A certificate of debt stating the amount. of the
indebtedness has been filed w1th the Clerk of the Superror
'Court .

18:2-9.2 Bidding and sale procedures - -
(a) Public advertisement for bids and sale of tax indebt-
edness to bidders shall be conducted by the Division of

Property Management and Construction, which has been
- designated by the Treasurer to carry out the Treasurer’s

responsibilities pursuant to N.J.S.A. 54:50-30.

Supp. 5-3-99
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(b) Pursuant to and consistent with the authority granted
by N.J.S.A. 54:30-35 and 54:30-29b, the Director of the
Division of Taxation shall have the right to approve any
specifications and invitations for bids and any forms of
contract drafted by the Treasurer’s de51gnee pursuant to this
section.

18:2-9.3 Disclosure to purchaser of tax indebtedness ,

Notwithstanding the provisions of N.J.S.A. 54:50-8, pursu-
ant to N.J.S.A. 54:50-32 the Director. of the Division of
Taxation may provide a purchaser, transferee or assignee of
a taxpayer’s indebtedness with all information contained in
the certificate of debt and with any additional information
the Director deems necessary in order for the purchaser to
collect the indebtedness represented by the certificate.
However, the Director may not make any disclosure to the
purchaser, transferee or assignee of the indebtedness that
would violate the provisions of 26:U.S.C. § 6103(a).

18:2-9.4 Protest or appeal from sale of tax indebtedness
(a) A protest to the Director or an appeal to the Tax
Court from the sale of tax indebtedness may be brought
only on the ground that the underlying indebtedness was not
fixed and final at the time of the sale, or that there was a
technical ministerial error in the certificate of debt, includ-

ing, but not limited to, incorrect identification of taxpayer,

insufficient notice of certificate of debt, incorrect calculation
of unpaid balance of a debt paid in part or in full.
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(b) A taxpayer who challenges the underlying indebted-

ness after the tax debt has been sold has the burden of .-~ ™
proving by clear and convincing evidence that the State’s i

claim was not fixed and final at the time of sale.

(c¢) In any appeal by a taxpayer to the Tax Court chal-
lenging the underlying tax indebtedness, made pursuant to
N.J.S.A. 54:50-29 et seq., the Director of the Division of
Taxation shall be the primary party in interest, and the
purchaser of the lien shall also be joined with the Director
as -a defendant. Such . challenge shall first have been
brought to the Director by protest under N.J. S.A. 54: 49-18,
in which protest the purchaser shall also have been ]omed

(d) Notwithstanding the purchaser’s joinder in any action

or proceeding brought to challenge the underlying indebted-
ness, the Director shall have the sole authority to determine,

in the case of a protest, and advocate, in the. case of an
appeal, whether the matter is fixed and final, whether the
certificate of debt is correct and properly. entered, and
whether and to what extent any relief should be afforded to
the taxpayer. :
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