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New Jersey Tax Court Rejects Division of Taxation’s
Attempt to Cut Off Interest Accrual
By Mitchell A. Newmark and Amy F. Nogid
The New Jersey Tax Court agreed with our argument and handed IGT a victory on a challenge to the New Jersey Division
of Taxation’s reduction of refund interest. The Division sought to deprive IGT of almost four years of interest on refunds
for the time between IGT’s filing of its protest with the Division’s Conference and Appeals Branch and the time that a final
determination was issued. The Division asserted that IGT’s refund claim did not “mature” until after the Division issued a
final determination on the company’s protest, despite the fact that the Division had the use of IGT’s funds during that time.
However, the final determination merely confirmed the Division’s position on its Throw-Out provision, N.J.S.A. § 54:10A6(B), but did not impact the refund that IGT was otherwise due. IGT filed its complaint in the New Jersey Tax Court
challenging the Division’s final determination.
N.J.S.A. 54:49-15.1, which authorizes refunds, provides three dates, the latest from which interest would accrue: (1) the
date the refund claim was filed; (2) the date the tax was paid; and (3) the date the return was filed. Since here the date
the refund claim could be filed is after both the date the tax was paid and the date the return was filed, the question was
when the refund claim was deemed filed. The Tax Court agreed with our statutory argument that, since N.J.S.A. 54:4914a barred taxpayers from filing refund claims once an administrative protest is filed and, since but for the Throw-Out
issue IGT was otherwise due a refund, interest runs from the date the protest was filed. The Division’s other adjustments
resulted in refunds that “crystallized” when the protest was filed. The Tax Court noted that denying interest until the date
that the final determination was issued would penalize taxpayers that protest adverse tax adjustments, here, IGT’s
challenge to the Throw-Out provision. Thus, the Tax Court interpreted the statutory provisions with an eye for justice.
As the IGT case illustrates, procedural provisions should be pursued as they are critical to protecting taxpayers’ interests.
Mitchell Newmark, a partner, and Amy Nogid, of counsel, in the SALT group represented IGT.
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About the State and Local Tax Practice Group:
Morrison & Foerster's nationally recognized state and local tax attorneys focus on litigation, planning and consulting for
clients on a variety of tax issues, including corporate franchise and income, sales and use, real and personal property,
local business license, gross receipts, severance and other areas. The firm regularly advises clients on state and local
tax implications of corporate transactions and reorganizations, including multistate analysis of mergers and acquisitions.
The firm received an A+ rating in state taxes from Legal 500, which called Morrison & Foerster's SALT practice
"exemplary on all counts."
About Morrison & Foerster:
We are Morrison & Foerster—a global firm of exceptional credentials in many areas. Our clients include some of the
largest financial institutions, investment banks, Fortune 100, technology and life science companies. We’ve been
included on The American Lawyer’s A-List for eight straight years, and Fortune named us one of the “100 Best
Companies to Work For.” Our lawyers are committed to achieving innovative and business-minded results for our clients,
while preserving the differences that make us stronger. This is MoFo. Visit us at www.mofo.com.
Because of the generality of this update, the information provided herein may not be applicable in all situations and should
not be acted upon without specific legal advice based on particular situations. Prior results do not guarantee a similar
outcome.
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