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The Revenue Departnent denied a petition for refund of sales tax
filed by the Taxpayer, The Bunge Corporation, concerning the period
July 1, 1986 through April 30, 1987. The Taxpayer appealed to the
Adm ni strative Law Division and a hearing was conducted on Cctober
19, 1988. Robert H Harris, Esqg., appeared on behalf of the
Taxpayer. Assi stant counsel Sam Cenney represented the
Department. Based on the evidence and argunents presented by the
parties, the Chief Admnistrative Law Judge entered the foll ow ng
recomended findings of fact and concl usions of |aw

FI NDI NGS OF FACT

The Taxpayer is engaged in the manufacturing and/ or processing
of soybeans into soybean products such as soybean neal, soybean
hul I s and vari ous soybean oil products.

Raw soybeans are delivered in bulk to the Taxpayer's facility in
At hens, Al abama. The raw beans are cl eaned and subsequently dried
in a grain dryer. The grain dryer is a large enclosure in which
excess noisture is renoved fromthe beans by a direct, open flane.

The beans are renoved from the grain dryer and cracked,
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dehull ed, and then further dried in a bean conditioner. The
conditioner is an enclosed rotary tube vessel which is heated by
steam generated from | arge boilers.

After leaving the conditioner, the beans are processed into
fl akes and the excess oil is washed out by the addition of the
sol vent hexyne. The residual hexyne is subsequently renoved in a
desol venti zer toaster. The toaster is a |large, enclosed vessel in
whi ch the hexyne is vaporized by the application of steam heat.

Finally, the flakes are dried again in a nmeal dryer. The neal
dryer is simlar to the bean conditioner and, |ike the conditioner
and toaster, is heated by steamfroma |arge
boi |l er.

Both the direct flame burner used in the grain dryer and the
boil er used to provide steamfor the conditioner, toaster and neal
dryer are fueled by fuel oil. The issue in dispute is whether the
fuel oil should be exenpt from sales tax under Code of Ala. 1975,
§40-23-4(a)(14). That section exenpts "fuel oil purchased as fuel
for kiln use in establishnments"”.

The Departnent argues that (1) the Taxpayer's manufacturing
facility does not constitute a manufacturing facility, but
processing plant, and (2) the devices in question
kil ns.

CONCLUSI ONS OF LAW

The first issue raised by the Departnent is that the Taxpayer's
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facility does not constitute a manufacturing establishnent. The
Departnent's argunent is based on the fact that the words
"conmpoundi ng, processing and manufacturing"” are used together
t hroughout - the sales and use tax law and that each has a
separate, distinct definition. Thus, the Departnent contends that
the exenption 1in question applies only to "manufacturing
establishnments”, and that the Taxpayer is a processor, not a
manuf act ur er.

However, the term "manufacturer” as used in the sales and use

tax law should be given a broad neaning. In State v. Ben R

Coltsman and Conpany, 74 So.2d 414, the Al abanma Suprene Court

determined that the Dblending and bottling constituted a
manuf acturing process. The Court broadly defined "manufacture" as
fol |l ows:

"The word "manufacture" neans the nmaeking of anything by
hand or artifice. Louisville & NR Co. v. Fulgham 91
Ala. 555, 8 So. 803. M. Wircester's Dictionary defines
"manuf acture" as "the process of making anything by art,
or of reducing materials into a formfit for use by the
hand or by machinery." The definition that the word is
given by the Century Dictionary is as follows: "The
production of articles for use from raw or prepared
materials by giving these materials new forns, qualities,
properties, or conbinations, whether by hand | abor or by
machi nery. ""

The ternms "manufacturing” and "processing” can in nost cases be
used i nterchangeably to describe the sanme activity. The Anerican
Heritage Dictionary, 2d. College Edition (1982) defines
manuf acturer as "[T]o nmake or process (a raw material) into a

finished product, esp. by means of a large scale industrial



4
operation". Further, the Departnent's own Reg. 810-6-4-.17.05

defines "processing" in part as to "subject, especially a raw
material, to a process of manufacturer.™

Clearly, the term"manufacturing establishnents" as used in 40-
23-4(a)(14) is sufficiently broad to include the Taxpayer's
facility in which raw soybeans are processed, altered, converted,
etc. into finished soybean products.

The second question is whether the devices in issue are kilns.
"Kiln" is not defined by the revenue code, and thus nust be given

its commonly accepted neaning. Darks Dairy, Inc. v. Alabama Dairy

Conmmi ssi on, 367 So.2d 1378.

The Anerican Heritage Dictionary, 2d. Col l ege Edition (1982)
defines "kiln" as "[a]ny of various ovens for hardening, burning,
or drying substances such as grain, neal, or clay, esp. a brick-
i ned oven used to bake or fire ceramcs".

Webster's New Col l egiate Dictionary (1980) defines "kiln" as "an
oven, furnace or heated encl osure used for processing a substance
by burning, firing, or drying".

A nore in-depth definition is provided by the MGaw Hll
Encycl opedi a of Sci ence and Technol ogy, 5th Edition, as
fol |l ows:

A device or enclosure to provide thermal processing of an
article or substance in a controlled tenperature
envi ronment or atnosphere, often by direct firing, but
occasionally by convection or radiation heat transfer.

Kilns are used in many different industries, and the type
of device called a kiln varies with the industry.
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"Kiln" wusually refers to an oven or furnace which
operates at sufficiently high

tenperature to require that its walls be constructed of
refractory materials. The distinction between a kiln and
a furnace is often based nore on the industry than on the
design of the device. For instance, an electrically
heated refractory tunnel oven equi pped with a stainless
mesh conveyor belt to carry the work through is referred
to as a tunnel kiln if it is used for sintering smal
ceramc electronic parts such as ferrite transforner
cores. The sane device used to sinter small netal parts
from powdered alumnum alloys is called a sintering
furnace.

Cenerally the word "kiln" is used when referring to high-
tenmperature treatnent of nonnetallic materials such as in
the ceramc, the cenent, and the linme industries. Wen
melting is involved as in steel manufacture, the term
"furnace" is used as in blast furnace and basic oxygen
furnace. In glass manufacture, the nelting furnace is
often called a glass tank when the process is continuous.
(enphasi s supplied)

In summary, a kiln is an oven-type device used in the drying of
any nunber of substances, including grain, neals, etc. Thus
clearly the devices in issue, which are used exclusively to dry or
denoi sturize soybeans, are kilns within the context of the above
definitions.

Based wupon a review of the entire record before the
Adm ni strative Law D vision and the Recomended Order of the Chief
Adm ni strative Law Judge, it is ny opinion that the Recommended
order is due to be upheld and the Taxpayer's Petition for Refund is
due to be approved.

| T | S THEREFORE HEREBY ORDERED that the Petition for Refund of

t he Bunge Corporation be approved, and the taxes nmentioned therein

be refunded, together with applicable interest. This Order shall
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constitute the final order for purposes of judicial review
according to the provisions of §41-22-20, Code of Al abama 1975.

DONE AND ORDERED on this the 16th day of Decenber, 1988.



