
STATE OF NEW YORK
STATE TAX COMMISSION

In the Matter of the Pet i t ion

o f

MILLIGAN and HIGGINS, INC.

For a Redeterminat ion of a Def ic iency or
a Revision of a Determinat ion or a Refund
of  Sa les  & Use
Taxes under Art ic le(s) 28 & 29 of the
Tax Law for the Xeeo(x)ccx Period{o}
Auqust  1 ,  1965 th rouqh Auqust  31 ,  1967.

State of New York
County of AlbanY

Catherine Steele ,  being duLy sworn, deposes and says that,

she is an employee of the Department of Taxatlon and Finance, over 18 years of

age, and that on the 17th day of September , Lg76 , she served the wlthln

Notice of Determination by (reot*fiod) nail upon Milligan and Higgins,

Inc. (oeryxess*xluexr*) the petltioner ln the within proceeding,

by enclosing a true copy thereof in a securely sealed postpald wrapper addressed

as fo l lows:  Mi l l igan  and H igg ins ,  Inc .
Maple Avenue
Johnstown, New York

and by deposit ing same enclosed in a postpaid properly addressed wrapper ln a

(post of f tce or off ic ial  depository) under the exclusive care and custody of

the Unlted States Postal  Service wiEhin the State of New York.

That deponent further says that the said addreasee ls the (rEFDtcE&ri:Oll[

dS<xHB periLloner herein and that the address set forth on said lrraPper is the

last known address of the (rrpuuenraoilxr'>oc<]tlra) petitloner.

Sworn to before ne this

17 th  day  o f  September  ,  1976

AFFIDAVIT OF MAILING

rA- 3 (2 /7 6)



STATE OF NEW YORK
STATE TAX COMMISSION

In  the l " la t ter  of  the Pet i t ion

o f

MILLIGAI\I ANd HIGGTNS , INC.
For a Redeterminat ion of a Def ic iency or
a Revision of a Determlnatl.on or a Refund
o f  S a l e s  &  U s e
Taxes under  Ar t i c le (e)  28  & 29  o f  the
Tax Law for the &Ira{spo( Pertod (x)
AuguFt 1. 1965 through August 31, 1967.

State of New York
County of Albany

Cather ine Stee1e , being duly sworn, depoees and says that

she is an employee of the Department of Taxatton and Fl.nance, over 18 years of

age,  and tha t  on  the  l7 thday  o fseptember  ,  L976,  she served thewi th ln

Notice of Determination by (rx*D6tx*) mail upon Jeremiah F. Manning, Esg.

and
Joseph--e .  Teresi ,  Esq(representatLve of)  the pet i t ioner ln the withtn proceedlng,

by encLosing a true copy thereof ln a securely sealed postpaid wrapper addreseed
, fe remiah F .  Mann ing  & Joseph c .  Teres i ,  Esgs .

as fol lows: Ainsworth, Sul l ivan, Tracy and Knauf

State Bank Bui lding
7 5  S t a t e  S t r e e t

AFFIDAVIT OF MAILING

and by aeposrt$Lb3F#.' 
"Nflt"5gth 

*238"1p"id properly addressed

(post of f ice or off ic lal  depository) under the excluslve care and

wrapper ln a

custody of

Postal  Service withln the State of New York.

further says that the sald addressee le the (repreeentatlve

herein and that the address set forth on sald lrrapper ie the

of the (representat lve of the) pet i t loner.

the Unl ted States

That deponent

of  the)  pet l t loner

last  knolm address

Sworn to before me thls

17th day of September

rA-3 (2176)
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STATE OF NEW YORK

DEPARTMENT OF TAHTION AND FINANCE

TAX APPEALS BUREAU
S T A T E  C A M P U S

A L B A N Y ,  N . Y .  1 2 2 2 7

$qlt$rr 17, 1976

A O D R E S S  Y O U R  R E P L Y  T O

T E L E P H O N E :  ( 5 I 8 {5?-t850

r tlltllgan and ltLggtJlt, In6!.
!fiapl. Avcur
itdrnrtflrre f,ff I6h

Grntlsrr

Please take notice of the DtlfErum'TICt
of the State Tax Cornrnission encl-osed hererrith.

Pl"ease take further notice that pursuant to
Sect ion(s) 1138 & 12{t  of '  the Tax Law, any
proceeding in court to reviett an adverse deci-
sion must be comrnenced within { no0t$r
from the date of this not ice.

Inquiries concerning the computation of tax
due or refund allo,nred in accordance with this
decision or concerning
hereto rnay be addressed
will be referred to the

to the u
Proper

reLat ive
They

Enc.

cc :  Pet i t ioner 's
E |Itfry

!-y.

urs ,

tng Ibr
Of,ftacr

Represer[tative :

Taxing Bureauts Representat ive:

rA -1  .  12  (L /7  6 )
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STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Application

O I

MILLIGAN aNd HIGGINS, INC.

for a Revision of a Determination or for
Refund of  Sales and Use Taxes under
Articles 2 B and 29 of. the Tax Law for
the Per iod August  1 ,  1965 through
Augus t  31 ,  1967 .

DETERMINATION

Appl ican t (s )  ,  M i l l i gan  and H i .gg ins ,  Inc . ,  Map le  Avenue,  Johns town,

New York, appl ied for a revision of a determinat ion or for refund of sales

and use taxes  under  Ar t i c les  2B and 29  o f  the  Tax  Law fo r  the  per iod  August  1 ,

I 9 6 5  t h r o u g h  A u g u s t  3 1 ,  I 9 6 7 .

A formal hearing was held at the off ices of the State Tax Commission,

Albany,  New York,  on May 1,  1975,  before L.  Rober t  Le isner ,  Hear ing Of f icer ,

The taxpayer  appeared by Jeremiah F.  Manning,  Esq.  and Joseph C.  Teres i .

The Sales Tax Bureau appeared by Saul  Heckelman,  Esq.  (A lexanderWeiss,

Esq .  o f  counse l ) .

ISSUE

Whether chemicals purchased for the production of glue, being part

of the f inished product, are exempt from sales and use taxes under section

r I 0I (b) (4) ( i) and 1 I I  B (4) of the Tax Law.
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FINDiNGS OF FACT

1.  The taxpayer ,  Mi l l igan and Higgins,  Inc. ,  t imely  f i led New York

sa les  and  use  tax  re tu rns  fo r  t he  pe r iod  Augus t  1 ,  I 965  th rough  Augus t  31 ,  I 967 .

2.  A Not ice of  Determinat ion of  sa les and use taxes (and penal t ies)

fo r the  pe r iod  Augus t  I ,  1965  th roughAugus t  3 l  ,  1967 ,  was  i ssued  on  January

14 ,  L969 ,  aga ins t  M i l l i gan  and  H igg ins ,  I nc . ,  unde r  No t i ce  No .  90 ,757 ,424 .

3. The taxpayer appl ied for a revision of the determinat ion of the

def ic ienc ies  in  sa les  tax .

4 .  M i l l i gan  and  H igg ins ,  I nc . ,  has  a  p lan t  a t  Johns town ,  NewYork ,

wh ich  p rocessed  i n  excess  o f  100 ,000  pounds  o f  h ides  a  day .

5.  The par t ies have agreed that  there is  owing $277.44 f .or  sa les tax

for  the number s ix  fue l  and $381 .68 for  area l ight ing not  in  the manufactur ing

process. To be resolved are the questions of a rubber i ined tank for storage

or production, and whether purchases of certain chemicals are exempt from

sa les  tax .

6.  Invo lved are  purchases  o f  l ime,  sod ium hydrox ide ,  su l fu r ic  ac id ,

hydroch lo r ic  ac id ,  phosphor ic  ac id  and magnes ium ox ide .

7.  Hides are taken in to the l ime house,  then by crane to  the cook room,

where the glue is extracted by hydrolysis in open cooking tubs. The glue is then

transferred to an evaporator room and then to an automatic drier. I t  is then

broken and processed into granular form and blended to customer specif ications

and f ina l ly  sh ipped in  mul t iwaI I  bags.  The chemical  processes are washing
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and l iming,  where hot  pebble l ime is  mixed wi th  the raw mater ia ls  and

is made into a hot slurry. This material is neutral izedby hydrochloric acid.

The glue is extracted and the material left is treated with sulfuric acid to

produce g lue tannage for  fer l i l izers ,  f lesh ing grease for  soap,  and pur i f ied

fat ty  ac ids for  cosmet ics.  By-products  account  for  20" /o of  gross saIes.

B.  In  another  process caust ic  soda is  used to  heat  and to  p iump the

mater ia l ,  then su l fur ic  ac id is  added.  Magnesium ox ide is  a lso added to

sof ten the h ide.

9.  In  the l iming process the l ime i tse l f  becomes an in teqra l  par t

of the raw material hide and it  is not considered a catalyst. The hot pebble

I ime is  used to  heat  the mater ia l  chemical ly .

I0 .  More l ime is  used in  co ld weather  to  mainta in the ext ract ion

temperature. Sodium hydroxide is also used to generate heat warming the

water so that the solutions can penetrate the hide and plump it for eventual

glue extraction. It  is not a catalyst. Ions contained in the hydrochloric acid

become a par t  o f  the f ina l  product .  The same is  t rue of  the su l fur ic  ac id,  the

phosphoric acid and magnesium oxide. The ions become part of the f inished

product  in  a l l  instances.  The aforement ioned chemicals  are an in tegra l  and

necessary part of the manufacturing process of glue and they become an inteqral

and necessary part of the glue. According to expert testimony, without these

chemicals ,  g lue could not  be manufactured.  FurLhermore,  i f  these chemicals

d id not  become par t  o f  the f in ished product ,  i t  would not  be c lass i f ied as g lue.



11 .  The  Sa les  Tax  Bureau

the chemicals  in  quest ion.

I2 .  The taxpayer  d id  not

tank .
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did not submit substantial evidence concerning

submit evidence concerning the rubber l ined

CONCLUSIONS OF LAW

A. That  the chemical  substances enter  in to the f in ished product .  A lso,

some e lements of  the chemical  substances change in to other  chemical  substances

and become parl of the glue, the fteshing grease and the purif ied fatty acids.

The chemical substances are component parts of a product produced for sale by

the purchaser. The use and purchase of the chemicals are exempt from sales and

use  taxes  under  sec t i ons  1101(b ) (4 ) ( i )  and  I l lB (4 )  o f  t he  Tax  Law.

B. That the purchase of the rubber l ined storaqe tank is taxable. The

number six fuel oi l  is taxable and the area l ighting is taxable as found in

paragraph 5 above.

C. That the sales tax shall  be recomputed according to paragraph 5 and

A and B,  above.  The sa les tax def ic iency as modi f ied is  susta ined.

D. That pursuant to the Tax Law, interest shall  be added to the total

due unt i l  pa id.

DATED: Albany, New York
September I7 ,  L976

TATE TAX COMMISSIO

PRES]DENT

coM

COMMISSiONER

z*


