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oP. 57-92
Sept enber 3, 1957

M. Charles J. Gllespie
Deputy Bank Exam ner
Territory of Hawai i

O fice of Bank Exam ner
Honol ul u, Hawai i

Dear Sir:

This will acknow edge recei pt of your letter of August
30 enclosing a copy of a letter from an industrial |oan co any
i censed under Chapter 194, Revised Laws of Hawaii 1955.

The | oan conpany’s letter states:

“The | ast Legislature passed a |aw which permts the
retail nerchants to pass the 3 1/2% Gross Incone Tax on the
purchaser. In your opinion, is it permssible for Industria
Loan Conpanies to add the 3 1/2%to the |oan, provided that
it is shown in the statement of the custoner?

“This 3 1/2% w || be based strictly on the interest that
we woul d charge the custoner.”

The answer to this question is that it is not permssible
for the | oan conpany to add anything on account of the tax unless
it lawmfully could increase the interest rate itself.

The quoted statenent that the 1957 Legislature passed a
| aw which permts the retail nerchants to pass the 3 1/2% gross
incone tax on to the purchasers is based on a m sconception. En-
closed is a copy of GCeneral Excise Tax Menorandum No. 4 issued
by the Tax Conm ssioner on July 3, 1957. Upon conparison of this
menor andum wi t h anot her issued by the Tax Conm ssioner July 1,
1949, it appears that no substantial change has been made in the
1957 | aw concerning the nature of the “visible pass-on” of the
general excise tax. Wether or not there is a separate statenent
of the ampbunt of the tax it remains, as it was before, a part of
the price or in this case a part of the interest charged.

Al so enclosed herewith is a copy of a letter of Septenber

8,d1947, which is equally applicable under the law as it stands
t oday.

Due to deteriorated condition, the original copy of this op. could
not be filmed. The above is a retyped copy which has been carefully
checked to assure that it corresponds to the original
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Wiether the interest rates may be increased of course de-
pends upon the terms of the |oan agreenent and the provisions of
chapter 194. Assumng that the interest charge already is at the
maxi mum permtted by the | oan agreenent and chapter 194, there is
nothing in the tax |aw which permts an addition to this maxi mum

Very truly yours,

RHODA V. LEW S
Deputy Attorney General

Encl s.

Due to deteriorated condition, the orginial copy of this op. could
not be filmed. The above is retyped copy which has been
carefully checked to assure that it corresponds to the original.
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