
STATE OF NEW YORK
StRre tlx comu.ssrou

In the Matter of the Pet i t ion
:

o f

NORTHWEST ArRlrNES, rNC.

For a Redeterminat ion of a Def ic iency or :
a Revislon of a Determlnat lon or a Refund
of  Sa les  and Use :
Taxes  under  Ar t i c le (s )  28  & 29  o f  the
Tax Law,for the Se:rx{si:<mc Period (a) :

3 
'1 

/72 throuqh 2 q ' '5

State of New York
County of A1bany

AFFIDAVIT OF I.{AILING

Marsina Donnini , being dul-y eworn, deposes and says that

she is an empl-oyee of the Department of Taxatton and Finance, over 18 years of

age, and that on the 1-6 day of Augrust ,  L977, she served the wlthln

N o t i c e o f D e t e r m i n a t i o n b y | f f i l ) m a i 1 u p o n N o r t h w e s t A i r I - i n e s , I n c .

>tneQf*ffirt$**rtcog€* the petitioner ln the wlthln proceedlng,

by enclosing a true copy thereof in a securely sealed postpal.d wrapper addressed

as fol lorss :  Northwest Air l ines ,  f  nc.

Minneapo l is  S t .  Pau l  In t1 l  A i rpor t

S t "  P a u l ,  M i n n e s o t a  5 5 1 1 1

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

(post of f ice or off lc ial  depository) under the exclusive care and custody of

the United States PostaL Servlce within the State of New York.

That deponent further saye that the said addressee is the (cc+res,axEgwe

ilF>H*E) petitioner herein and that the address set forth on sald nrapper ls the

last known address of ttre (ueryresarats{a:<lt8>€hx) petitioner.

Sworn

r-6

to before me thls

rA-3 (2/76>

,  L977 .



STATE OF NEW YORK
Stern'terq comtr.ssroll

In the Matter of the Pet i t ion

o f

NORTHWEST ATRLINES, INC.

For a Redeterminat ion of a Def ic iency or
a RevLslon of a Determination cir a Refund
o f  S a l e s  a n d ' U s e
Taxes under  Ar t i c le (sP8 & 29  o f  the
Tax Law , f or the {xrx(obrs6< Petiod (a)

3/L/72 throuqh 2/28/75

AFFIDAVIT OF I.{AILING

by

a s

State of New York
County of Al-bany

Marsina Donnini  ,  being duly sworn, deposes and says that

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

age, and that on the L6 day of Ausust , Ls77, she 
""ilff1i[frt$igtl, Esg. &

Notice of Determination by ff i t5) mail upon Richard P. Romeo, EsQ.,
Reavis & Mccrath

(representative of) the petit loner ln the within proceedtngt

encLoslng a true copy thereof in a securely sealed postpald wrapper addressed
Wil- l iam Bush a Richard P. Romeo, Esgs,

fol lows: Reavis & Mccrath
345 Park Avenue
New'York, New York LOO22

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

(post of f lce or off ictal  c lepository) under the exclusLve care and custody of

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

That deponent further says that the said addresaee is the (representat lve

of the) peEit , ioner herein and that the address set forth on said l rrapper ls the

last knoryn address of the (representat ive of the) pet l . t loner.

Sworn to before me this

L6  day  o f  August

rA-3 (2/76)

,  L977.



STATE OF NEW YORK

STATE TAX COMMISSION
TAX APPEALS BUREAU

ALBANY, NEW YORK 12227

J A M E S  H .  T U L L Y  J R . ,  P R E S I D E N T

M I L T O N  K O E R N E R

T H O M A S  H .  L Y N C H lugnrrt 16 r L97V

Notthr.tt ll,rltnlr, tlrgr
tll,ttnirl]ol,tl 8tr Prul tnt I f elrtort
St. 3rul. titurcota 33111

Oentlcrrn r

please take notice ̂of the plSERt[H}tlW. .
of the State Tax Commisslon en-clGed herewith.

You have now exhausted your r ight of  review at the administrat ive
level.  Pursuant to sect ion(s) [ l3B & 134t of the Tax Law, any
proceeding in court  to review an adveise 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, within {  mntl f f
from the date of this notice.

Inquir ies concerning the computat ion of tax due or refund al lowed in
accordance with this decision may be addressed to the Deputy
Commissioner and Counsel to the New York State Department of
Taxat ion and Finance, Albany, New York
referred to the proper authority for reply.

L2227. Sgid inquir ies wi l l  be

B. Cobora
Lng sut

Erarlng Oftle.r

Peti t ioner 's Representat ive

Taxing Bureau's Representat ive

T A-1  . r2  (6 /7  7 )



STATE

STATE

OF NEW YORK

TAX COMMISSION

In the Matter of the Application

o f

NORTHWEST AIRLINES, INC.

for a Revision of a Determination or
for Refund of Sales and Use Taxes
under  Ar t ic les 28 and 29 of  the Tax
Law for  the per iod March 1,  L972
through February 28,  1-975.

Whether the taking of

Nor thwest  A i r1 ines,  Inc.  a t

DETERMINATION

possession of  a i rcraf t  par ts  by

John F. Kennedy International Airport

App l i can t ,  No r thwes t  A i r l i nes ,  rnc . ,  M inneapo l i s  s t .  pau l

rnternat ional -  A i rpor t ,  s t .  pau1,  Minnesota 551rr ,  has f i led an

appl icat ion for  rev is ion of  a  determinat ion or  for  re fund of

sares and use taxes under  Ar t ic l -es 2g and 29 of  the Tax Law

fo r  t he  pe r iod  March  1 ,  L972  th rough  Februa ry  28 ,  rg75 .  (F i l e

No .  16391 )

A formal he.aring was held before wil_riam J. Dean, Hearing

of f icer ,  d t  the of f ices of  the s tate Tax commiss ion,  Two wor ld

T rade  cen te r ,  New yo rk ,  New yo rk r  on  March  22 ,  rg77  a t  1 :15  p .m.

Appl icant  appeared by Reavis  & McGrath,  Esqs. ,  wi l l iam Bush,  Esq.

and Richard P.  Romeo,  Esq. ,  o f  counsel .  The sa les Tax Bureau

appeared  by  pe te r  C ro t t y ,  Esq .  (W i l l i am Fox ,  Esq .  ,  o f  counse l ) .

ISSUE



for the purpose

Minnesota was a

and  1110  o f  t he

2 -

of continuing their transportation to St.

taxable use within the meaning of Sections

Tax Law?

Pau I ,

1101  (b )  ( 7 )

FINDINGS OF FACT

1.  On June J-4,  1976,  the Sales Tax Bureau issued to Nor thwest

Ai r l ines,  Inc.  (here in,  "Nor thwest" )  a  Not ice of  Determinat ion and

Demand for Palzment of Sales and Use Taxes Due for the period

In larch 1,  1972 to February 28t  L975.  The amount  c la imed due was

$669 ,57 I . L9 ,  p l us  pena l t y  and  i n te res t .

2. Northwest is a Minnesota corporation whose principal

bus iness is  the commerc ia l  t ranspor tat ion of  passengers,  mai l

and proper ty  as a scheduled a i r  carr ier  under  cer t i f icates of

public convenience and necessity issued by the Civi l  Aeronautics

Board. Its principal executive off ices and main base for f l ight

operations are located at the Minneapolis - St. Paul International

Airport, St. Paul, I" l innesota. Northwest operates f l ights to and

from LaGuardia Airport and John F. Kennedy International Airport

in New York. I t  does not operate any intrastate f l ights within

New York.

3 .  Dur ing  the  pe r iod  March  1 ,  1972  to  Feb rua ry  28 ,  1975 ,

Northwest engaged in numerous transactions with Pratt & Whitney'

which is located in East l lartford, Connecticut, for the purchase

and repair of aircraft engines and spare and replacement parts

therefor .
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4. The transactions between Northwest and Pratt & Whitney

were normally and customari ly accomplished in accordance with

the terms of a General Terms Agreement between Northwest and

United Technologies Corporation, of which Pratt & Whitney is

a d iv is ion.  (St ipu lat ion of  Facts  dated March L7,  1977.  Ex-

h ib i r  c .  )

5. When Northwest desired to purchase parts from Pratt &

Whitney, i t  issued a purchase order from its Minnesota head-

quarters to Pratt & Whitney in East Hartford, Connecticut.

Each purchase order gave the detai ls of the order and directed

that  the par ts  be sh ipped F.O.B.  East  Har t ford,  Connect icut  to

Northwest  in  Minnesota.  (St ipu lat ion,  p .  4  and Exhib i t  D.  )

6. The parts which Northwest wanted repaired by Pratt &

Whitney were sent to Pratt & Whitney from Northwest's head-

quarters in Minnesota, together with a service order which,

among other things, specif ied that the repaired parts were to

be returned to Northwest in Minnesota (Stipulationr PP. 4-5

and Exhib i t  E. )  Prat t  & Whi tney 's  acceptance of  Nor thwest 's

orders were transmitted directly to Northwest's main base in

iv l innesota.  (St ipu lat ion,  p .  5  .  )

7 .  At  i ts  p lant  in  East  Har t ford,  Connect icut '  Prat t  &

Whitney packaged the parts i t  sold to NorLhwest, or which it

repaired, into packaging units owned by Northwest. Such pack-

agj -ng uni ts  r  or  "un i t  load devices" ,  are des igned to f i t
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in tact  on Nor thwest 's  f re ight -carry ing a i rp lanes.  As each

packaging uni t  was loaded,  Prat t  & Whi tney issued invoices

to Northwest covering the parts included in each shipment.

The invoices speci f ied "Shipped To Nor thwest  A i r l ines,  Inc. /

John F. Kennedy Intt l  ALtporE/Jamaica, Long IsLand, New York/

Fo r  T rans  Sh ipmen t  To  S t .  Pau l ,  M inn . "  (S t i pu la t i on ,  Exh ib i t  F . )

Nor thwest  a lso speci f ied that  the dest inat ion of  the sh ipments

was Nor thwest 's  main base in  Minnesota.  (St ipu lat ionr  pp.  6-7

and Exhib i t  G.  )

B .  T i t l e  t o  the  pa r t s  and  a I I  r i sk  o f  l oss  passed  to

Northwest when the parts we.re delivered to Northwest F.O.B.

Eas t  Har t fo rd ,  Connec t i cu t .  (S t i pu1a t i on ,  pp .  6 -7 . )

9. The parts were general ly transported by truck from

PratL e Whi tney 's  p lant  in  East  Har t ford,  Connect icut ,  by a

conmon carrier, Westfair Transportr whose charges for trans-

portation were bi l1ed to and paid by Northwest. The parts

were t ranspor ted by West fa i r rs  t rucks to  Nor thwest !s  f re ight

faci l i ty at John F. Kennedy InternationaL Airport in New York

for transshipment on the next available Northwest ft ight to

Northwest 's  main base in  Minnesota pursuant  to  an a i rb i l l

which accompanied each shipment and which had been completed

by Pratt & Whitney before the parts Left Connecticut. (Stipu-

la t i on r  pp .  7 -B  and  Exh ib i t  H .  )
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10.  The Nor thwest  f re ight  fac i l - i ty  to  which the par ts  were

brought by Westfair for transshipment by airplane to Minnesota

is  the same f re ight  fac i l i ty  a t  which Nor thwest  regular ly  accepts

freight i t  carries for i ts customers. When the sealed containers

arrived at the Northwest freight faci l i ty, they were checked in

for transshipment by Northwestrs freight handJ.ing personnel '

weighed, and then placed on a storage rack to await the next

avai lab le f l ight .  Normal ly ,  the next  Nor thwest  f l ight  to

Ivl innesota wou.l-d be within four to twelve hours after the parts

arrived j-n New York on a Westfair truck except on weekends,

when Nor thwest 's  f l ights  were less f requent .  The longest

period of t ime any parts were stored was forty-eight hours.

l-1. While the packaging units containing the parts were

in New York, the packages were not opened, not even for inspec-

t ion. AlI of the parts which passed through New York were

transshipped by Northwest to i ts main base in Minnesota. The

parts in question were general ly not capable of being used at

Nor thwestrs  fac i l i t ies in  New York and Nor thwestrs  employees in

New York had no authority to use the parts in New York. The

parts were handled in New York by Northwest in al l  respects as

if they were goods sent to Minnesota by some other shipper.
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12. The off icial who conducted the audit of Northwest

test i f ied as fo l lows at  the hear ing:

"I did know that there was a very short
period of t jrne when the parts were in New york,
and that they were for the specif ic purpose of
being trans-shipped to Northwest in Minneapolis. "

13.  The packaging uni ts  conta in ing the par ts  were not

opened and the parts were not inspected unti l  they arrived at

Nor thwest 's  main base in  Minnesota.  Subsequent  insta l la t ion

of  the par ts  in to the engines of  Nor thwest 's  p lanes normal ly

occurred at  Nor thwestrs  main base in  Minnesota and occasional ly

occurred at  Nor thwest 's  fac i l i t ies in  Seat t le ,  Washington,  or

Tokyo, Japan. None of the parts were instal led in New york.

L4. Northwest engaged in no activit ies in New York from

June 30,  1972 to October  4,  L972 because i ts  p i lo ts  were on

strike. During that period, Northwest continued to purchase

parts from Pratt & Whitney and the parts were shipped from Pratt

& Whi tney 's  p lant  in  East  Har t ford,  Connect icut  to  Nor thwest 's

main base in Minnesota by surface transportation or by air

carriers other than Northwest.

CONCLUSIONS OF LAW

A. That a use tax may be levied upon property which comes

to " rest"  wi th in  the s tate af ter  the purchase t ransact ion has

been concl-uded elsewhere, for such property becomes part of the

mass of property Within the State. Hernefofd y, FiIES lYlESon Co*,

300 u-s.  577 (1937)  .  wi r r iarqsburgh powe: :  pr .ant  corp. .  y .  c i tv
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o f  New Yo rk ,  255  App .  D i v .  214 ,  7  N .Y .S .  2d '  326  (2nd  Dep t . ,

1938  )  ,  a f  f  ' d .  ,  280  N .  Y .  551  (1939  )  .

B. That the.re must be some taxable event in the state.

In  A i r l i f t  I n te rn ,  I nc .  v .  S ta te  Tax  Commiss ion ,  382  N .Y .S .

2d .  572  (3 rd  Dep t . ,  I 976 ) ,  t he  taxab le  even t  cons t i t u ted  the

repai r  o f  pet i t ioner 's  a i rcraf t  a t  John F.  Kennedy In ter-

nat ional  A i rpor t .  In  Mat ter  o f  Uni ted Ai r  L ines v  ,

2B l  App .  D i v .  876 '  120  N .Y .S .2d  532 ,  mo t .  f o r  l v .  t o  app .

den . ,  306  N .Y .  gB I ,  t he  taxab le  even t  was  the  i ns ta l l a t i on  i n

New York Ci ty  of  par ts  on a i rcraf t  which spent  most  o f  the i r  t ime

ou ts ide  the  c i t y .

C.  That  t i t le  to  the a i rcraf t  par ts  passed to Nor thwest

in Connectj-cut. The aircraft parts were in New York for the

sole purpose of  cont inu ing the i r  jgurney to  Minnesota.  The

property never came tO "rest" in New York, nor did a taxable

event occur in the state since

(1) The invoices issued by Pratt & Whitney to Northwest

covering the parts included in each shipment specify shipment to

John F. Kennedy International- Airport 'rFor Trans Shipment To

S t .  Pau l ,  M inn .  " ,

(2)  The par ts  ar r ived at  the Nor thwest  f re ight  fac i l i ty

at John F. Kennedy International Airport in sealed containers

where they were weighed and placed on racks to await the next
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avai lab le Nor thwest  f l ight . ,  which in  most  cases was wi th in  four

to twelve hours after arrival of the containers and

(3) While in New York the sealed containers were not

opened. Northwest's employees in New York were authorized only

to send the parts to Minnesota. Every part which passed through

New York was sent on bv Northwest to i ts ult imate destination

in Minnesota.

D.  That  appl icat ion of  Nor thwest  A i r l ines,  Inc.  is  granted

and the Notice of Determination and Demand for Payment of Sales

and  Use  Taxes  Due  i ssued  June  14 ,  7976 ,  i s  cance l l ed .

DATED: Albany, New York
Augus t  L6 ,  1977

STATE TAX COMMISSION

\
l n  t (

Y\l-.!fi^ ltu"^"^-

CO}4MISSIONER


