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(a) On or before December 8, 1987,_.any taxpayer failing -

to file a return within the.time prescribed by the act

1mpos1ng a particular tax shall be llable for the followmg_

1. A late filing penalty of $2 00 for each day that _the

return is dehnquent plus -

2. A penalty of five percent per month or fractlon
thereof of the total tax 11ab111ty not to exceed 25 percent
of such tax 11ab1hty :

J

(b) ‘On and after December 9, 1987, any taxpayer falhng "
to file a return within the time prescribed by the act

1mposmg a partrcular tax shall. be liable. for the followrng'

1. A late filing penalty of $100.00 per month or any
plus

part. of a month that the return is dehnquent

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

- (0) Both penaltles set forth in (a) and (b) above shall be

-imposed on the first day following the original due date of -
~ the return and on the same.calendar day of each suoceedmg.» ‘
~ month thereafter.

The followrng are examples of penalty'
computatlons '

1 A corporate taxpayer filed its 1987 corporatlon‘
business tax return with a due date of April 15, 1988 on

~June 1, 1988. The return is 47 days late. The taxpayer

~had a total tax liability for 1987 of ‘$10,000.00. ‘In’addi-
- tion to the unpaid tax the taxpayer owes the- followmg -

e ~amounts

‘Delinquency penalty $100 00 per month for o
$ -:200.00' ‘

- two months -
Late filing penalty: f1ve percent per month '
- - of the tax liability . - '
5% X 2 months =10 percent of $10 000 00 $ 1 000.00-
© Tax liability : tm,m

K Total _$11.200.00%

* In addition, the taxpayer w111 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

182—23
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2. “An 1nd1v1dual 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 Aprrl 15, 1988 the
taxpayer owes the followrng amounts .

Delmquency penalty £ $100.00 - per month-for

-seven months

Late filing penalty: five percent per month of ‘

the tax liability not- to. exceed 25 ‘percent $.:300.00

Tax Lrabrlrty
Total $2,20!2.QQ*

*In ‘addition, thc taxpayer will be liable for interest (see NJ.A.C. 18:2:2, 4) and
may be liable. for other penaltres (sce, for example NJ.AC. 18:2-2.4 and N.JS.A.
54A:9-6). . .

18:2-2. 4 Failure to’pay On ti’me;' » extenSions of time’to 'pay.
(a) Any taxpayer farlmg to.pay a tax within the trme S

prescribed by the act imposing a partrcular tax shall pay, in
addrtron to the unpaid tax the followmg

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

each. monthor fraction thereof that- the same remarns

" 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 or fraction thereof from
October 1, 1975 to the date of actual payment or until

December ‘8; 1987, whichever .is earlier. On.and after

December 9, 1987, interest on the unpaid tax shall be -

charged at an annual rate of five percentage points_ above

the prime rate, compounded daily upon the amount that'_
remains unpaid, calculated from the date the tax was
Interest on -

originally due until the date of payment.
. penalties which are assess\ed 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. On and
‘after July 1, 1993, ‘interest on the. unpaid tax shall be

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

~ On and after July 1, 1993, interest will be compounded
annually at the end of each calendar year. :

2. Unless any part of any underpayment of tax requrred

: to be shown on a return 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 N.J.A.C. 18 2—27

- for basis for a fmdmg of reasonable cause.

pard prior to December 9, 1987:

1. Taxpayer failed to pay a tax that. was due on Apnl :

15 1975. On January 15, 1976, the Division of Taxation

imposed interest and penalty charges for: such failure.
Interest will be calculated from April 15, 1975, to October - -
1, 1975, at the rates in effect -immediately prior to Octo- -
ber 1, 1975, and at the rate of 1% percent for each-month.
or fraction thereof that the tax remained unpaid from.

$ 700.00

$1.200.00

“was originally due to the date of actual payment.
all of such tax is not paid within the time fixed under the
~ extension, the interest on the amount of such unpaid tax

‘payment.
_ grants an extensron 1nterest on the unpaid tax shall be pald

October 1, 1975 to the. date of payment plus a penalty of ’
frve percent of the balance of tax due L :

2. In. example 1 if taxpayer also farled to frle hrs
“return (due“April 15; 1975) quntil- January ‘15, 1976, he

“ wotuld ‘be subject ‘to addrtronal penaltres set forth m‘ - i

Sectron 3 of this Subchapter

3. On May 1, 1975, the drvrsron 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 15, 1975, to October 1, 1975, at the rate of one: -
percent per | month or fraction thereof and from October

; 1, 1975, to February 15, 1976, (the date of payment) at

" the rate of 1% percent per month or fraction thereof. In v

addition, a five percent penalty may be 1mposed on the:
-balance of tax due, PRI .

(c) The followmg example applres only to tax llabllltles v
pard on or after December 9, 1987 I

1. Corporatron X’s. Corporatron Busmess Tax return
“was ‘due-and filed on April 15; 1988. A defrcrency of
$50,000.00 is assessed by the Drvrsron Payment is due on -
July 31 1988 ' . _ -

"The taxpayer must submrt the followmg amounts on: or
before July 31 1988 : N N :

SO A ‘
: Late payment penalty ﬁve percent of the ‘ 3 "
© . $ 2,500.00

‘balance of tax due
Defrcrency assessed: $50,000.00 .
DR PR ~ o $52,500.00
Interest on tax, f_calculat'ed at an annual rateof =~ .
the prime rate ‘plus . five .percentage points
compounded daily from the original due date
(April 15, 1988) until the date of payment .~
;. (assume July 31, 1988), plus interest on penal- -
_ty; calculated at:the same rate from the date . .
the penalty is assessed until.the date- of pay-
- ment. The applicable prime rate:shall be the
rates effective on January 1,-1988 and April 1, -
- 1988; which are assumed to be hine percent
- ‘and nine and one-half percent, respectlvely,
- $ 2,22230_’ :

for the. purposes of this example , :
. : : Total $54,722 30

(d) Where the Drrector 1s authorrzed 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

(b) The followmg examples apply only i tax lrabrlrtres ~ unpaid tax at the rate of three percentage points above the

prime Tate, to be compounded daily from the date such tax
If any or

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- ongmally due to the date of actual
On and after July 1, 1993, where the Drrector

7 Supp. 6297



See 28 N.J.R. 3716(a),29NJR 913(b) : L

o i ,(a)2 mserted text “Unless any,' .
. _part due ‘to' reasonable -cause,” | and " added" second” and thrrd;‘ o
- vsentences‘ in (d), : added last two sel Co

_vl‘ts 225 Costof colléction defined
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at the rate of three percentage pomts above the prrme rate

- assessed for each month or fraction thereof compounded.

" annually at the-end of each calendar year, "If ‘any tax is not
pard within the time fixed under the extension,: the interest .

' on the amount of such unpaid tax shall be computed atthe
rate of three percentage points above the prime rate as- .

-~ sessed for each month or fraction thereof compounded“

- : -'.annually at the end of each calendar year -

" (e) On and after December "987 which is the first day

o iunpard tax shall mean the total of the followmg

2 All penaltres accrued toi’v tat date, and

- 3 Interest accrued to that ldate

(f) The followmg example apphe only to tax lrabrhtres

’ ":’;‘pard on or after July 1 1993"”'

» ‘-'(b) The Drrector may, in hrs drscretron, 1mpose the actual

" cost of collectron, or, in lieu of ascertaining and . imposing -
the actual cost of collectron may nnpose a. fee as.follows: -
. _rized by P.L. 1987, ¢.76, for | purposes of. calculatmg mterest S

o 1mmed1ately followmg the 90 day tax amnesty perrod autho- -

L and Demand whrch rrnposes mterest and penalty Inter-i

est. wﬂl be calculated at the rate of three percent above

.. ‘the prime rate for each month or fractron thereof; com- - -
-~ mencing on the date that the ‘tax. was. orrgmally due, and -

© " shall continue to accrue until the date: ‘upon- which- pay-

. ment is received.  In addition, late. payment. penalty may
... be nnposed Beginning January 1,-1995, tax, penalty and. -

'_,;mterest -are added together ‘at the _begrnmng of each

calendar year to become the basrs 'for fi rther calculatronsf_'

L of mterest

Amended by R.1997 d.98, effective March 17, 1997 o tf:‘:f"»l‘ ’

“In (a)l added last two_sentences;

,nces, _and added (f)

o (). Cost of collectron means the am

' ;mcurred by the State with respect to the
“certificate of - debt for, and the collection of y-Ste
not paid within the time prescribed by law. - Th

, ‘mclude, but are not hmrted to the followmg '_

o 5;1,:"_Cost of postage, _

2 Cost of telephone, %

3 "ﬁ 'Cost of photocopymg,

: - % 'State payroll hours used mcludmg
overhead ' :

5 Cost of frhng and prosecunng surt . o S

6 The cost of agents, contractors, subcontractors or‘-f :

: others _employed or otherwise engaged by the State of = /

New Jersey for the effrcrent and expedrtrous collectron ofr o

‘ unpard tax; - and

» unpard tax. .

“not. limited  to, referral of ‘the -matter to the Attorney

j General the greater of 10 percent of the tax or $200 00;

o 3. In the event that any State tax remams unpard ‘and
» _1'su1t is instituted agarnst ‘the: taxpayer for collection of the
, tax, the greater of 20 percent of the tax or $500 00

a (c) In determrnmg whether the Drrector shall i rmpose the o
actual cost of collection-or a fee in lieu thereof the follow-,‘.,_

mg factors shall be among those consrdered

Whether the taxpayer farls to properly mamtam_ﬁ-

_books and records as requrred

records avarlable for exammatron

30 Whether the taxpayer farls to secure proper hcense -
or fails to regrster wrth the Drvrsron of Taxatron as
,,requrred : L Lol :

4. Whether the taxpayer operates under a vorded:'_ '
.corporate charter ot after the revocatron of authonty o

- do busmess in New Jersey,

7.7 Any other expense deemed by the Drrector to be
reasonably related and necessary for the. collectron of anyr,

LI the event that any State tax is not pard wrthm:.' :
“the time prescribed by law and the Director issues a -

.. certificate. of .debt pursuant to N:J.S.A.54: 49—12 the
s greater of five percent of the tax or $100 00 s o

2 In the ‘event ‘that “any ‘State’ tax remams unpard'-;'
K ;followmg ‘the ‘issuance of the certificate of debt and the
_ ‘Director takes. any f further collection action, mcludmg but.

2 Whether the taxpayer farls to make books and',:'

RN X Whether the taxpayer remits payment which subse-“’ Bl
T iquently became ' dishonored * or - defaults on a bond or -

- other. securrty posted wrth the Drvrsron or on a Deferred

. _ Payment Plan;.

6. Whether. the Drrector frnds that a taxpayer mtends

o leave this State; or to remove therefrom possessions, or-

any property sub]ect ‘to:any State tax; or-that taxpayer R
. " does. any other act tending to. prejudrce, delay or negatei’ “
o proceedmgs to assess, collect, or pay any State tax,

7 Whether the taxpayer farls to collect, or truthfullyf\

S i account for, or frle a return or frle any other mformatronv PR
v'»all-i _-aschrated ; : - _

‘as requrred

8 Whether the taxpayer s non-complrance induces the
e _Drvrsron of Taxatron to rSSue a Warrant for Executron




" thereof shall be in addition to any interest. or “penalties, or -

-tax to be 1mposed in lieu of a fixed fee or the actual cost of :
: collectron the tax shall mean unpard tax penaltres and

'18'2-2 6 Assessment of tax

,  interest shall be charged at the annual rate of five: percent-.v' L
* " age points above the prime rate, compounded daily from'the .

. /,’\\‘
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(d) Any fees rmposed as cost of collectron or in heu"

interest as 1f they were part of the tax 1mposed

L “on the final day of the 90 day-tax: amnesty period autho--

(e) Interest or penaltres shall not be assessed agamst any ,‘ “rized by P.L. 1987, ¢.76, which: ends December 8 1987 : .

fees imposed as cost of collection or in lieu thereof; howev- ;ﬁ'the followmg amounts WOUId be due

‘er, the cost ‘of collectron may reflect- the passage of time

between the date the costs were mcurred and the date theyf,' S ,Defrclency assessed S _$’1’0—00-.00 S
S L N T W0 Simple interest calculated at nine- percent per <l et

- pald ' : S * annum* from November 16, 1984 through De- : S
" cember8, 1987 o $ 275 751
(f) For the purposes of calculatmg the percentage of the S .:Total due AP R b s o

. mandates a mne percent rate for debts pard durmg the 90 day amnesty perrod L
mterest : . . .

A

(a) Upon audlt or mvestrgatlon of a retum that has been -
filed, where it is determined that there is a- defrcrency with .~ %
respect to the payment ‘of any tax due, the additional taxes =~ . 7.

shall be assessed together with penaltres of five: percent of E;ﬁcggzngesziilty ﬁve percent ‘of the

sents the followmg amounts

the additional tax and interest at the rate in effect immedi- - balance of tax due

ately prior to- October 1, 1975, and at the rate of | oone and .. Simple interest calculated at the Tate ".o

‘one-half percent per month or fraction” thereof from Octo- © ... one and one- -half percent per month from o

ber 1, 1975; to the date of payment or until December 8, November 16 1984. through December 8, SR
: 1987 -whichever is earlier. On and after December 9, 1987 -*"':“‘1987 PR R T oo - 3 555 007 T

later of the date the tax was originally due or December 9,

points above ‘the prime rate assessed for each month or .~
fraction thereof compounded annually at the end of each
calendar year, from the’ date. the tax was. orlgmally due to'},
the date of actual payment. . Beglnnmg January 1; 1993, tax,
penalty and interest will be added together to become the RIS D
basis for further calculatrons ‘of interest. The taxpayer shall .July 1 1987 SR '_‘8 25 percent co
be given notice of such assessment and a demand- made October 1, 1987 . . 875 percent

upon him - for payment The followmg are examples of

(May 6, 1988). The applicable prime rate shall be the-

prrme rate is assumed to be

900 percent s oles

January 1 1988

interest and penalty habllrty »Total
1 On June 15, 1974, a taxpayer filed a return 011 4, Taxpayer s gross income tax return was due on Aprrl': SR
February 15, 1976, the taxpayer was notified of an addi- 15, 1994 and filed on October 24, 1994. A Notice and
* tional, assessment and a.demand was made upon him for - 'Demand is sent: by the D1v1s1on to the taxpayer -on -
. payment. - The addrtronal tax bears interest at the rate.of e '”December 30, 1994. Payment is made on February 15, '
 one percent per month or fraction thereof from the ‘date. 1995 Interest will be calculated from Aprll 15,1994 to - -
 the tax was originally due to October 1, 1975, and at the = ‘»._February 15, 1995 at the rate of three percent above the -

rate of 1% percent per: month or: fractlon thereof from' .
‘October. 1,-1975, to the. date of payment ‘In. add1t10n

-~ prime tate for each month or fractron thereof. Accrued:
"interest computed for the perrod January 1, 1995, through

taxpayer ' is subject to penaltres of five percent -of - the ,"'February 15, 1995, shall be calculated on the total of the
- additional tax. This example applies only to tax habrhtres - tax, penalty- (1f any) and accrued interest calculated from
~ incurred prror ‘to January 1, 1987 and pa1d prior - to,_ u'Apnl 15, 1994 through December 31, 1994. In addrtlon,
December 8, 1987, the final day of the 90 day tax amnesty* © o late frlmg and late payment penaltres may be unposed on

perrod authorrzed by P L 1987 c.76. E A "jthe balance of the tax due

_ 2. Corporatron X was a- frscal year taxpayer whose SR
j*year ended July 31 1984: The final return was due’ and . .
both, otherwise provrded by law, and shall be payable to and- =~ filed on November 15, 1984. Upon audit in'July, 1987, it =
recoverable by the Director, along with all penaltres and' e was determmed that ‘there was a $1, 000 defrcrency with - ‘.
- respect: to tax due.  If Corporatron X pays ‘the deficiency. " = -

: tutory interest to December 8 1987 was- ‘18 percent PL 1987 c. 76v: A‘ ——

S 3 Corporatron X falls to pay the deflclency assessed' 2
w1thm the amnesty perlod ‘When payment is’ ‘made on. . .
May 6, 1988 thé taxpayer remits- $1 746 63 Wthh repre-i: R

81, 655 00 PLUs;" SRR

.:Interest on. $1 655 00 calculated at-an’ annual rate” of e
1987, to the date of: ‘payment. - On and after July 1, 1993, - the prime rate plus five. percentage points. compounded R
-interest’ shall be charged at the rate of three percentage - daily from December-8; 1987 until the-date of payment "

rates ‘effective on July 1, 1987, October 1, 1987 and -~ -
'January 1, 1988. - For the purposes of thrs example the: - -

Supp. 34797



- ~ ly extended by written consent"of the taxpayer. -
. poses .of this subsection, a: return filed before: the last day -

18 2—26
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AN

(b) For tax habrhtres accrumg on and after July 1, 1993 e
©...no assessment “of additional- ‘tax shall be. made after the.f
R exprratron ‘of ‘'more- than four years “from the date of the-

o frlrng of a return; provided, that in- the case of a false or

" fraudulent return with intent to evade tax, or failure to file a

" * return, the tax may be assessed at any time. Any unexprred .

' fifth year of a five year: perlod ‘of limitation"or unexprred‘

~ extended perrod delineated by wrrtten consent, of a taxpayer

; fremarnmg on July 11,1993 shall remain, in. full force and:._f RN
L effect Ifa shorter time for the assessment of addrtronal tax .

18 frxed by the law imposing thet tax; the shorter time. shall

. govern.. -If, before the explratron of the perlod prescrrbed
~ herein for the assessment - of addrtronal tax, a taxpayer
‘ consents in wrrtmg that such perrod may be extended, the

amount of 'such additional tax due may be determined at

‘,-any time within such extended period. * The perrod $0-

 New. Jersey income under the Act.

ii, An estate or trust omrts mcome from 1ts return in
. an ‘amount in excess of 25 percent of its income deter-.
P mmed as if it were-an: individual, computmg “his or her- .-
: ‘For .purposes of -
~ this paragraph there shall not be’ taken into account "

. . any amount which is, omitted in- the return 1f such = -
© amount is drsclosed in the return, orin a statement',

" * attached to the return, in a manner adequate to apprise
the Drrector of the nature and amount of such item.

3. The perrod for assessment of: gross income tax may o

: -be extended: if the taxpayer amends or the Internal Reve- -

- nue - Service ad]usts Federal taxable income, or if the
- - taxpayer enters into a written agreement with the Division

- _extending ~the time to make .an assessment, or. 1f an- . -
erroneous refund is made asa result of fraud or misrepre-

-extended may be further extended by subsequent consent in-
writing made- before the expiration of the extended perrod L
" The consent of a taxpayer to extend the period of assess-

/ - ‘ment  shall extend the period in which the- taxpayer may file. =~ |

‘a refund claim with respect to the identical taxes and tax_v'_' .
“periods for which the limitations periods have been xpress-

For pur--. :

~ prescribed by law or by rules promulgated pursuant to law

for the filing thereof, shall be consrdered as filed on such

~last day.. A return or refund claim is deemed filed with the

- Division of ‘Taxation in the Department of the Treasury, - o

~ “unless a different agency is specrfled by law, pursuant to the
postmark rule of NJSA. 54 49—3 1. and NJAC 18 2—4 Lo ‘ o .
' Amended by R 21997 d. 98, effectrve March 17, 1997

(c) The Gross Income Tax Act provrdes for three year__ '

and Six year perrods of assessment

: 1 Pursuant to NJSA. 54A 9—4 addrtronal gross in- .
- come tax shall be assessed wrthm three years after the . -
. _return-was filed, or deémed frled if filed prior to the date

- fprescnbed whether. or not such return was filed after the -

*date prescribed. = Additional gross income tax may ‘be
L ‘assessed at any ‘time if no return is filed, a false or .
- fraudulent return is filed with intent to evade tax .or.the

‘taxpayer  fails. to ‘comply ‘with | N.J. S.A. 54A:8-7, in not

B '.reportmg -a change or correction m Federal ‘taxable in-
~ come -as’ reported on the taxpayers ‘Federal income tax
.. return, or in not.reporting a change or correction which is. -

" treated in the same manner as!if it were a deficiency for. =
~Federal income tax purposes, or in not filing an amended - -
“New Jersey return within 90 days of frlmg an amended :

‘Federal income tax return. .

2. Additional gross income: tax may be assessed at any S

" time within six years after the return was- frled 1f

- sentation by the taxpayer. - The perrod of assessment may.

be’ suspended under NJS.A. 54A 9—4(e) ‘See NJ S.A. -‘ :

54A:9-4.

o4 When the last day prescnbed under N SA.
S4AB-1(a), S4A9-4(a), 54A9-4(b)(1) and S4A9-4(d)

- for filing a gross income tax' return or for assessmg an- - '
'addrtronal tax after the return has been filed falls'on-a -

busmess tax

See: 28 N.JR. 3716(a), 29 N.J.R. 913(b).

In (a), added third and fourth sentences mserted (a)4 and added"_
\_’(b)and(c) . S e » i

- 18 2—2 7 Abatement of penalty and mterest

(a) If the farlure to pay any tax when due or the farlure to

frle any return is explamed to the satrsfactron of the Di-

'.'rector e or she may abate the payment of the whole or any- ‘
~ part -of any penalty and may abate the payment .of any
- interest charge in -excess of the rate of one-half of one

.",_.percent per month ffom the due date to October 1,-1975,

i: An individual omits. from New Jersey income -an e

amount properly includible therem which i is in excess of -

25 percent of the amount of New Jersey mcome stated
in the return; or B S ,

Supp. 3-17:97

‘ vwhrchever is earlier.”

“and. three-quarters of one percent per month from October.
-1, 1975 to.the: date of payment - or December '8, 1987, -
On and after December 9, 1987,.the -
Director may. abate the payment of any interest charge in PR
“excess of the rate of three’ ~percentage “points” above the. i
primate rate compounded daily to-the date of payment on .-
_ the entire exrstmg liability including any tax, penalty, and/or .. -

accumulated - interest: “charges. .- Pursuant to - N.L.S.A.

54: 49-11(a), after July 1, 1993, the Director may Temit or s
.. waive the payment of the whole ‘or any part of any penalty
and may remrt or waive the payment of -any interest charge -
in excess of the rate of three percerntage points above. the = .
« prime- rate. including - any- such penalty .or. interest ‘with .
~ respect to defrcrency assessments made pursuant to. N.J: S A
ﬁ»5449—6 ' : oo R

Saturday, Sunday or holrday, the performance of the act™
-of filing or' assessing shall be considered timely if it is
_ performed by -the:. taxpayer or the Director, as the case

' may be, on the next succeedmg busmess day ' o

5 See N J. AC. 18 7-13 1 for assessment of corporatron



