
STATE OF NEW YORK

STATE TAX COUMISSION

In the Matter of the Pet i t ion
o f

Keuf fe l  &  Esser  Co.
AFFIDAVIT OF MAIIING

for  Redeterminat ion of  a Def ic iency or  a Revis ion :
of  a Determinat ion or  a Refund of  Sales & Use Tax
under Ar t ic le  28 & 29 of  the Tax Law for  the Per iod:
12 / r l 72  -  8 /3L /76 .

State of New York
County of Albany

Connie Hagelund, being duly sworn, deposes and says that she is an
employee of the Department of Taxat ion and Finance, over 18 years of age, and
that on the 9th day of Apri l ,  7982, she served Lhe within not ice of Decision by
cert i f ied mai l  upon Keuffel  & Esser Co. ,  the pet i t ioner in the within
proceedinS, bY enclosing a true copy thereof in a securely sealed postpaid
vrrapper addressed as fol lows:

Keuf fe l  &  Esser  Co.
20 l{hippany Rd.
Morr istown, NJ 0796A

and by deposit ing same enclosed in a postpaid properly addressed wrapper in a
(post of f ice or off ic ial  depository) under the exclusive care and custody of
the United States Postal  Service within the State of New York.

That deponent further says that.  the said addressee is the pet i t ioner
herein and that the address set forth on saj-d hrrapper is the last known address
of  the  pe t i t ioner .

Sworn to before me this
9 th  day  o f  Apr i l ,  7982.



STATE OF NEW YORK
STATE TAX COMMISSION

In the Matter of the Pet i t ion
o f

Keuf fe l  &  Esser  Co.

for Redeterminat ion of a Def ic iency or a Revision
of a Determinat ion or a Refund of Sales & Use Tax
under Art ic le 28 & 29 of the Tax Law for the
P e r i o d  1 2 / t / 7 2  -  8 / 3 I 1 7 6

AFFIDAVIT OF MAIIING

State of New York
County of Albany

Connie Hagelund, being duly sworn, deposes and says that she is an employee
of the Deparlment of Taxat ion and Finance, over 18 years of age, and that on
the 9th day of Apri l ,  1982, she served the within not ice of Decision by
cert i f ied mai l  upon Hurdman & Cranston, CPA's the representat ive of the pet i t ioner
in the within proceeding, by enclosing a true copy thereof in a securely sealed
postpaid rdrapper addressed as fol lows:

Hurdman & Cranston, CPA's
Gateway 1
Newark, NJ 07102

and by deposit ing same enclosed in a postpaid properly addressed wrapper in a
(post of f ice or off ic ial  depository) under the exclusive care and custody of
the United States Postal  Service within the State of New York.

That deponent further says that the said addressee is the representat ive
of the petitioner herein and that the address set forth on said \drapper is the
last known address of the representat ive of the pet i t ioner.

Sworn to before ne this
9 th  day  o f  Apr i l ,  1982.



STATE OF  NEW YORK
STATE TAX COMMISSION

ALBANY,  NEW YORK 12227

Apri l  9, 1982

Keuf fe l  &  Esser  Co.
20 Whippany Rd.
Morr istown, NJ A7960

Gentlemen:

Please take not ice of the Decision of the State Tax Commission enclosed
herewith.

You have now exhausLed your right of review at the administrative level.
Pursuant to sect ion(s) 1138 & 1243 of the Tax Law, any proceeding in court  to
review an adverse decision by the State Tax Commission can only be inst i tuted
under Art ic le 78 of the Civi l  Pract ice laws and Rules, and must be commenced in
the Supreme Court of the State of New York, Albany County, vrithin 4 months from
the date of this not ice.

Inquiries concerning the computat.ion of tax due or refund allowed in accordance
wi th  th is  dec is ion  mav be  addressed to :

NYS Dept. Taxation and Fi-nance
law Bureau - Li t igat ion Unit
Albany, New York 72227
Phone / /  (518) 457-2070

Very truly yours,

STATE TAX COMMISSION

Peti t ioner '  s Representat ive
Hurdman & Cranston, CPA's
Gateway 1
Newark, NJ 07102
Taxing Bureaut s Representat ive



STATE OF NEW YORK

STATE TAX COMM]SSION

In  the Mat ter  of  the Pet i t ion

o f

I(EUFFEI & ESSER COMPANY DECISION

for revision of a Determinat ion or for Refund
of  Sa les  and Use Taxes  under  Ar t i c les  28  and
29 of the Tax Law for the Period December 1,
l9l2 through August 31, 1976.

Pet i t ioner,  Keuffel  & Esser Company, 20 Whippany Road, Morr istown, New

Jersey A7960, f i led a peLit ion for revision of a determinat ion or for refund

of sales and use taxes under Art ic les 28 and 29 of the Tax Law for the period

December 1, 1972 through August 31, 7976 (Fi le Number 18560).

A formal hearing was held before Edward Johnson, Hearing 0ff icer,  at  the

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

York ,  on  June 19 ,  1979 a t  9 :15  A.M.  Pet i t ioner  appeared by  John J .  P laskon,

cPA of Hurdman & Cranstoun, CPA's. The Audit  Divis ion appeared by Peter

C r o L t y ,  E s q .  ( I r w i n  l e W ,  E s q . ,  o f  c o u n s e l ) .

ISSUE

o f

A S

Whether certain chemicals

a f in ished product so as to

found in the sales and use

purchased by pet i t ioner become a component part

be  exc luded f rom the  de f in i t ion  o f  re ta i l  sa le

Lax  law by  reason o f  be ing  a  purchase fo r  resa le

FINDINGS OF FACT

1.  A  Not ice  o f  Determinat ion  and Demand fo r  Par rment  o f ,Sa les  and Use

Taxes Due was issued aga ins t  pe t i t ioner  on  February  18 ,  1977.  I t  i s  fo r  the

period December 1, 7972 Lhrough August 31, 7976 ar 'd is in the amount of

$ 4 9 , 4 5 2 . 0 6 ,  p l u s  p e n a l t y  a n d  i n t e r e s t  o f  $ 2 0 , 9 5 5 . 6 8 ,  f o r  a  t o t a l  o f  $ 7 0 , 4 0 7 . 7 4 .



'  - 2 -

2 .  Pet i t ioner rs  o f f i ces  are  aL  20  Whippany Road,  Mor r is town,  New Jersey .

I t  has a plant at  Taconic,  New York at which Herculene and Stabi lene coated

produc ts  a re  p roduced.

3 .  He rcu lene  i s  a  s ta t i c  f r ee  d ra f t i ng  f i lm .  I t  i s  spec ia l l y  coa ted  so

tha t  i t  does  no t  a t t r ac t  o r  adhe re  t o  i t se l f ,  o the r  med ia ,  dus t  o r  e rase r

pa r t i c l es .  I t  a l so  w i l l  no t  t ea r ,  soak  up  g rease ,  i s  pe rmanen t l y  t r anspa ren t ,

wa te rp roo f  and  res i s t s  c rack ing .  Ord ina ry  f i lm  does  no t  have  these  p rope r t i es .

In order  to have these propert ies,  a carefu l ly  engineered coat ing t ight ly

locked to the base f i lm must  be produced.  This coat ing is  produced f rom a

mix tu re  o f  twen ty - f i ve  d i f f e ren t  chemica l  i ng red ien ts ,  based  on  spec i f i c ,

h igh ty  con f i den t i a l ,  f o rmu las .

4.  Stabi lene is  a draf t ing and reproduct ion medium of  ext remely h igh

d imens iona l  s tab i l i t y .  I t  i s  po l yes te r  f i lm  tha t  has  been  res tab i l i zed  to  se t

i ts  molecular  s t ructure.  There are more than 35 types of  sur faces and coat ings

for  th is  s table base f i lm.  Over th i r ty  d i f ferent  chemical  ingredients are used

to  p roduce  these  va r i ous  coa t i ngs .

5.  At  least  22 of  the chemicals purchased by pet i t ioner  and which are the

sub jec t  o f  t h i s  case  a re  c l ass i f i ed  by  s tanda rd  chemica l  d i c t i ona r i es  as

"so l venLs " .  These  so l ven ts  a re  an  i n teg ra l  pa r t  o f  bo th  p rocesses  and  p roduc t

fo rma t i on  and  f rom 0 .1  pe rcen t  t o  3 .5  pe rcen t  o f  t he  so l ven ts  re rna in  as  pa r t  o f

the f in ished product .

6. One of the chemicals upon which the det.erminat. ion in this matter is

based is  a  res in  a l l  o f  wh ich  becomes a  phys ica l  component  par t  o f  the  f in ished

products produced. The chemical is cel lulose acetate and purchases for the

per iod  o f  the  de terminat ion  to ta ted  939,835.64 .
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CONCLUSIONS OF tAW

A .  T h a t  a  r e t a i l  s a l e  i s  d e f i n e d  i n  T a x  L a w  s e c t i o n  1 1 0 1 ( b ) ( 4 ) ( i )  a s  " ( a )

sale of tangible personal property to any person for any purpose, other than

(A) for resale as such or as a physical  component part  for tangible personal

p r o p e r t y .  .  . t t .

B. That  whi le  only  smal l  amounts of  a chemical  may remain in  the f in ished

producL,  the degree of  consumpt ion was not  made a staLutory factor  and the

ordinary meaning of  a "componentr r  is  broad enough to inc lude detectable t races

con ta ined  i n  t he  f i n i shed  who le  (F inch ,  P ruyn  &  Co . ,  I nc .  v .  Tu l l y  69  A .D .zd

t e2  (1979 ) ) .

C.  That  pe t i t ioner ,  Keuf fe l  &  Esser  Company,  has ,  in  fac t ,  shown tha t

the percentage of solvents remaining in the var ious products offered for sale

range f rom 0 .1  percent  to  3 .5  percent ,  and Lhat  a l l  the  res in  becomes a  phys ica l

component part .

D. That the pet i t ion of Keuffel  & Esser Company is granted and the Not ice

of Determinat ion and Demand for Parrment of Sales and Use Taxes Due issued

February  18 ,  7917 is  cance l led .

DATED: Albany, New York

APR 0I 1982
COMMISSION


