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BOARD POLICIES

ASSESSMENTS

At the Workers' Compensation Board meeting of July 29, 1982
the following policy was agreed upon and adopted.

Management Companies

PROBLEM: When to apply a Professional Business or Public Admin-
istration classification to a company that is a
management/holding limited liability company.

(a) If the management/holding company has only a direct
relationship to a parent or a subsidiary company and no
involvement with a second, third or fourth firm, the
management/holding company should be classified the same
as the active company.

(b) If the management/holding company is engaged in business
for itself and involved in managing or holding more than
a parent or subsidiary company, a management classification
(1988 - Class 3) should apply.

(¢) If a imanagement/holding company services subsidiary or
amalgamated companies and also performs services for
additional or non-related companies, the payroll should be
prorated over the classifications of the related companies
and an additional Class 3 be established for earnings
expensed servicing the others.

EXAMPLE:
(a) If a director, officer, shareholder of a limited

liability company incorporates and that corporation
is paid by the original limited liability company the
new incorporation should be classified the same as
the original limited liability company.

(b) A director, officer or shareholder of a limited
liability company, incorporates and does business for
more firms than the original limited liability company,
then a management classification (1988 - Class 3)

should apply.

The distinction should be on what does the management company do.
Is it in business for itself by providing service to more than
one customer, or has it been set up to provide service to just
one company? "A limited liability company replacing the service
of one individual to an existing company."

The onus must be placed on the management company to provide
details as to whom it is working for, and a test of sources of

revenues should be applied.

If field application can not be decided on at the time of
auditing, full particulars should be noted on the audit report
and referred to the Director oi Assessments for decision.
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