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TAX INFORMATION RELEASE . 5478

RE: TAXATI ON OF NEWSPAPER PRI NTI NG
AND PUBLI SHI NG COVPAN ES

Act 160, Session Laws of Hawaii, 1977 (S.B. No. 1297),
cl assifies newspaper printing and publishing conpanies as
manuf acturers for purposes of HRS Chapter 237, the Hawaii
General Excise Tax Law. Due to their conplenentary nature, news-
paper printing and publishing conpanies wll be taxed as nmanu-
facturers for purposes of Chapter 238, the Hawaii Use Tax Law
As a result of the enactnent, newspaper printing and publishing
conpanies are placed in the same category as job printers

Prior to the enactnent of Act 160, job printers but
not newspaper printing and publishing conpanies were classified
as manufacturers. Newspaper printing and publishing conpanies,
however, do engage in several activities sone of which may be
classified as wholesale and others as retail. Act 160 gives
recognition to these different activities and nmakes it clear
that newspaper printing and publishing conpanies are to be
taxed at the one-half of one per cent rate for their whol esale
activities and at the four per cent rate for their retail
activities. Use taxes are to be correspondingly assessed.

For purposes of admnistering Act 160, the follow ng
gui des shall be followed by the Departnent of Taxation in the
taxation of newspaper printing and publishing conpanies.

A GENERAL EXCI SE TAX.
1. G oss receipt received from the printing of
advertising or advertising materials wll be taxed at the four

per cent rate.

2. G oss receipts derived from the sale of newspapers
at the retail level wll be taxed at the four per cent rate.



3. G oss receipts derived from the sale of newspapers
at the wholesale level will be taxed at the one-half of one per
cent rate.

4. Were the newspaper printing and publishing
conpany also engages in job printing activities, the general
excise tax will be inposed at the one-half of one per cent rate;
where the finished product is not resold but is consuned by the
person who orders the printing to be done, general excise taxes
will be assessed at the four per cent rate.

B. USE _TAX.

1. Use taxes shall be inposed upon the val ue of
newsprint, ink and other tangible property which is inported
into the State or which is purchased from an unlicensed seller
as provided in HRS Section 238-2(1) and (2).

The anmpbunt of use taxes to be assessed upon the val ue
of newsprint, ink and other tangible property attributable to
the retail sales of newspapers shall be based upon the anount
of circulation revenue attributable to the retail sale of news-
papers. Simlarly, the anmount of use taxes to be assessed upon
the value of newsprint, ink and other tangible property
attributable to the wholesale sales of newspapers shall be based
upon the anount of circulation revenue attributable to the
sal es of newspapers at the wholesale |evel

2. Use taxes at the one-half cent rate will be
i nposed upon the value of all newsprint, ink and other tangible
property which is attributable to newspapers sold at the retail
| evel

3. Use taxes will be inposed upon the value of any
portion of newsprint, ink and other tangible property which is
attributable to the sale of newspapers at the whol esale |evel
as provided in HRS Section 238-2(2). Currently, no use taxes

will be inposed where sales are nade at the whol esale |evel
_ 4, Use taxes at the rate of four per cent will be
i nposed upon the value of all newsprint, ink and other tangible

property which is consunmed by the printing conpany for its own
use.

5. Were the newspaper printing and publishing com
pany is also engaged in job printing activities, the use tax w/
be inposed upon the value of all newsprint, ink and other

tangi bl e property, which is inported or is purchased from an
unlicensed seller. The tax shall be inposed at the four per
cent rate where the newsprint, ink, and other tangible property
are consuned by the printing conpany for its own use. The tax
shall be inposed at the one-half of one per cent rate where

the finished product is thereafter sold by the printing

conpany to an ultimate consuner. No use taxes shall be inposed



where the finished product is thereafter sold by the person
ordering the printing.

C.  EXAWMPLES

X Corporation contracts to have ABC Eveni ng News
print its annual financial report for distribution to its
sharehol ders as well as to the general public w thout charge.
The transaction is deened to constitute a retail sale. GCeneral

excise taxes at the four per cent rate wll be inposed upon
all gross receipts derived by ABC from the transaction. Use
taxes at the one-half of one per cent rate will be inposed

upon the value of all paper, ink and other tangible property
used in the printing of the report.

X Corporation contracts to have ABC Evening News
print anniversary, birthday, synpathy or special occasion cards
as well as calendars which it then sells at retail to the
general public. The transaction is deenmed to constitute a
whol esal e sale. General excise taxes wll be inposed at the
one-half of one per cent rate upon all gross receipts derived
from the transaction by ABC Evening News. No use taxes shall
be inposed upon the value of the paper, ink and other tangible
property used by ABC.

ABC Evening News prints and sells refills for desk
calendars to X Corporation which wll distribute the cal endars
to its enployees. In the process, ABC Evening News also prints
sufficient supplies of the desk calendar refills for its own

enpl oyees’ use.

The sale of the desk calendar refills to X Corporation
is deened a retail sale for general excise tax purpose.

For use tax purpose, the value of the paper and ink
used in printing the desk calendar refills nust be apportioned
between the sales nmade to X Corporation and for use and consunp-
tion by ABC Evening News subject to tax at the rates of one-half
of one per cent and four per cent, respectively.

ABC Evening News prints a travel guide containing
advertisenments from subscribers which it distributes free and
W thout charge to the general public. The transaction is
deened to be for ABC s own use and consunption. GCeneral excise

taxes will be inposed at the four per cent rate upon all gross
receipts derived from the sale of the advertisenents contained
in the travel guide. Use taxes wll be inposed at the four

per cent rate upon the value of all paper, ink and other tangible
property used in the printing of the travel guide.

ABC Evening News also sells the travel guides to
various travel agencies and the travel agencies, in turn, sell
the travel guides to the general public. The sale of the guides
to ABC is deened to constitute a wholesale sale. General excise



taxes wll be inposed at the one-half of one per cent rate upon all
gross receipts derived from these sales. No use taxes wll be

i nposed upon the value of any paper, ink or other tangible
property used in the printing and which is attributable to sales
at the whol esale |evel.

Today in Hawaii, Inc. contracts with ABC Eveni ng News
to print a nonthly brochure as well as a weekly guide which
contains information describing the various tourist attractions
in the State. The brochure and guide also contain information
relating to tourist oriented activities for the week or the
nmont h, advertisenents, restaurants, gift shops and other infor-
mation for the benefit of tourists and visitors to the State.
The majority of the printed matter involves advertisenments from
its advertising subscribers. The brochure and weekly guide are
placed in the various hotels, travel agencies, stores and shops,
as well as sidewal k stands and are distributed free and w thout
charge. The transaction is deened to constitute a retail

transaction. Ceneral excise taxes wll be inposed at the four
per cent rate upon all gross receipts derived by ABC fromthe
transaction. Use taxes will be inposed at the one-half of one

per cent rate upon the value of all paper, ink and other tangible
property used in the printing.
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