
STATE 0F NEtrt Y0RK

STATE TAX CO}TMISSION

In the Matter of the Petit.ion :
o f

Zander Associates, Inc.
AIT'IDAVIT OF MAITII{G

for Redetermination of a Deficiency or a Revision :
of a Determination or a Refund of Sales & Use Tax
under Article 28 & 29 of the Tax Law for the Period:
9 1 L 1 7 2  -  8 / 3 t 1 7 6 .

State of New York
County of Albany

Jay Vredenburg, being duly sworn, deposes and says that he is an enployee
of the Departnent of Taxation and Finance, over 18 years of age, and that on
the 9th day of 0ctober, 1981, he served the within notice of Decision by
certified mail upon Zander Associates, Inc., the petitioner in the within
proceedinS, by enclosing a true copy thereof in a securely sealed postpaid
wrapper addressed as fol lows:

Zander Associates, Inc.
285 Madison Ave.
New York, NY 10017

atrd by depositing same enclosed in a postpaid properly addressed wrapper in a
(post office or official depository) under the exclusive care and custody of
the United States Postal Service within the State of New York.

That deponent further says
herein and that the address set
of the petitioner.

Sworn to before De this
9th day of 0ctober,  f981.

that the said adclressee is the petitioner
forth on said wrapper is the last known address



STATE 0f NEhr YoRK
STATE TAX COM}IISSION

fn the Matter of the Petition
o f

Zander Associates, Inc.

for Redeternination of a Deficiency or a Revision
of a Deternination or a Refund of Sales & Use Tax
under Article 28 & 29 of the Tax Law for the
Period 9lr l72 -  8137176.

ATT'IDAVIT OF I{AIf,ING

State of New York
County of Alfany

Jay Vredenburg, being duly sworn, deposes and says that he is an enployee
of the Departnent of Taxation and Finance, over 18 years of age, and that on
the 9th day of October, 1981, he served the within notice of Decision by
certified nail upon Stanley Friedenberg the representative of the petitioner
in the within proceedinS, by enclosing a true copy thereof in a securely sealed
postpaid wrapper addressed as fol lows:

Stanley I'riedenberg
L22 E. 42nd St.
New York, NY 10017

and by depositing same enclosed in a postpaid properly addressed wrapper in a
(post office or official depository) under the exclusive care and custody of
the United States Postal Service within the State of New York.

That deponent ftirther says that the said addressee is
of the petitioner herein and that the address set forth o!,
last known address of the representative of tbe petitioner

the representative
said wrapper is the

Sworn to before me this
9th day of October,  1981.



STATE OF NEW YORK
STATE TAX COMMISSION

ALBANY, NEW YORK 1?227

October 9, 1981

Zandet Associates, Inc.
285 Madison Ave.
New York, NY 10017

Gentlenen:

Please take notice of the Decision of the State Tax Comission enclosed
herewith.

You have now exlausted your right of review at the administrative level.
Pursuant to section(s) 1138 & 1243 of the Tax Law, any proceeding in court to
review an adverse decision by the State Tax Commission can only be instituted
under Article 78 of the Civil Practice Laws and Rules, and nust be comenced in
the Supreme Court of the State of New York, Albany County, within 4 nonths fron
the date of this notice.

Inquiries concerning the conputation of tax due or refund allowed in accordance
with this decision may be addressed to:

NYS Dept. Taxation and Finance
Deputy Comnissioner and Counsel
Albany, New York 1'2227
Phone tl (518) 457-6240

Very truly yours,

STAIE TAX CO}IMISSION

Petitioner I s Representative
Stanley Friedenberg
122 F.. 42nd St.
New York, NY 10017
Taxing Bureau' s Representative



STATE OT NEW YORK

STATE TAX COMUISSION

In the Matter of the Petition

o f

ZANDER ASSoCIATES, INC. DECISION

for Revision of a Determination or for Refund
of Sales and Use Taxes under Art icles 28 and 29:
of the Tax law for the Period September 1, lg72
through August 31, 1976. :

Peti t ioner,  Zander Associates, fnc.,  285 Madison Avenue, New York, New

York 10017, filed a petition for revision of a determination or for refuod of

sales and use taxes under Articles 28 and 29 of the Tax Law for the period

September 1, 1972 through Augusr 31, tg76 (Fi le No. 23875).

A snall clains hearing was held before Judy M. Clark, Hearing Officer, at

the offices of the State Tax Commission, Two World Trade Center, New York, New

York, on May 14, L980, at 1:15 P.U. Pet i t ioner appeared by Stanley Fr iedenberg,

Esq. The Audit Division appeared by Ralph J. Vecchio, Esq. (Abrahan Schwartz,

Esq.  ,  o f  counse l ) .

ISSIiE

Whether purchases by petitioner of artwork, stil ls, stats, storyboard and

design work are taxable under sect ion 1105(a) and/or 1110(A) of the Tax Law.

FINDINGS OF FACT

1. 0n Septenber 20, L977, the Audit Division issued a Notice of Determination

and Demand for Paynent of Sa1es and Use Taxes Due against Zander Associates,

Inc. for the period September 1, 1972 through August 31, 1976 in the anount of

$7'519.24 tax, plus penalt ies and interest. The Notice was issued as a result

o f  a  f ie ld  audi t .

t
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2. Petitioner executed consents extending the period of limitation for

assessment for the periods in issue to Septenber 20, 1977.

3. Petitioner produces aninated commercial fi lns for use in televisioa

commercials.  fn most instances, pet i t ioner 's cl ients were advert is ing agencies.

The production process involved the transforning of a comnercial message

prepared by the advertising agency into an aninated filn to be shown on television.

In the initial stage of production, petitioner would on occasion hire an

outside artist to prepare a storyboard or design, which are ideas or the

visualization on paper of the script or characters of the comrnercial. Upon

approval' initial artwork was then prepared by the artist and sent to petitioner.

The artwork was then translated onto acetate cells by a photocopy nachine. To

create the novement of characters, it could take as nany as 770 pieces of

artwork to produce one ninute of running time of filn. The acetate cells were

colored by employees of pet i t ioner according to the art istrs instruct ions.

0nce inked in, the cells and a background (st.ilI or stat) were photographed in

sequence by an animation camera. The resultant filn is the finished product

and a master copy of such film is delivered to the client. 0nce the finished

product is conpleted, the artworkn stitls and stats, and storyboard and desiga

are packaged and delivered to the customers' storage facilities in New Jersey.

4. It was the Audit Divisionrs position that the purchase of artwork,

design, storyboard, stil ls and stats did not become a physical component. part

of the film produced and, therefore, were taxable under sections ff05(a) and/or

1110(A) of the Tax Law as supplies used in production. fn support of its

posi-tion' it cited an opinion of Counsel dated March 10, 1967 where artwork

used in live action film production was deemed to be a supply. The Audit

Division determined total taxable purchases of $97 1594.82 and the use tax due
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thereon of $71375.14. I t  also determined a use tax due of $144.10 oo f ixed

assets which is not at  issue.

5. Based on additional information subnitted at a conference, the Audit

Divis ion conceded to a reduct ion of addit ional tax due to $6,409.16 plus

appl icable minim'rn interest.

6. The artwork, including stil ls aad stats, and design work, was not

altered from the original drawing or photograph. The image drawn by the artist

on such artwork was transferred to the filn, though the paper the artwork was

drawn on did oot become a physical part of the film.

7. Petitioner offered no contracts or other evidence showing when title

to the production elements passed to the customer.

CONCTUSIONS OF f,AW

A. That the purchases of artwork, st i l ls,  stats,  storyboard and design

by petitioner luere purchases for use by petitioner in its production of aninated

corunercial fi lms; therefore, they were not purchases for resale within tbe

meaning and intent of  sect ion 1101(b)(4) of the Tax Law.

B. That the artwork, st i l ls,  stats,  storyboard and design const i tute

equipment used directly and exclusively in the production of animated comercial

filmsl therefore, purchases thereof are exenpt from the New York State sales

and use tax in accordance with sect ion 1115(a)(12) of the Tax Law. Said i tens

are subject only to the New York City local tax pursuant to sect ioa 1210(a)(f)

of  the Tax law. Matter of  Harr ison Services, Inc.,  STC January 16, 1981.

C. That the petition of Zander Associates, fnc. is granted to the extent

indicated in Conclusion "8" above; that the Audit Division is directed to

accordingly modify the Not.ice of Determination and Demand for Paynent of Sales
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and Use Taxes Due issued September 20, lg77

that, except as so granted, the petit ion is

DATED: Albany, New York STATE

ocT 0 e 1981

together with nininum

in all other respects

TAX COMI{ISSION

interestl and

denied.


