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Honolulu, Hawaii I 

APR 0 5 2012 
RE : H.B. No. 1705 

H.D. 1 
S.D. 1 

Honorable Shan S. Tsutsui 
President of the Senate 
Twenty-Sixth State Legislature 
Regular Session of 2012 
State of Hawaii 

S i r :  

Your Committee on Ways and Means, to which was referred H.B. 
No. 1705, H.D. 1, entitled: 

"A BILL FOR AN ACT RELATING TO TAXATION," 

begs leave to report as follows: 

The purpose and intent of this measure is to exempt from the 
state income and general excise taxes, privately-owned nonprofit 
public water systems that are federally tax-exempt under section 
50l(c)(12) of the Internal Revenue Code and supply potable water 
to communities that lack any access to public utility water 
services. 

Your Committee received testimony in support of this measure 
from one individual. 

Your Committee received comments on this measure from the 
Department of Taxation. 

Your Committee finds that residents in certain rural areas in 
the State do not have access to public utility water services. 
Your Committee also finds that in some of these unserved areas, 
private nonprofit companies, such as Napu'u Water, Inc., have been 
established for the sole purpose of supplying potable water to the 
community. Although these companies are federally tax-exempt 
under section 501(c)(12) of the Internal Revenue Code, they are 
still subject to the state income and general excise taxes. Your 
Committee further finds that, in the interests of fairness and 
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equity, nonprofit companies that are operated exclusively to 
supply potable water to residential communities that lack any 
access to public utility water services should receive the same 
tax treatment as water companies owned by a county or 
municipality . 

Your Committee has amended this measure by: 

(1) Clarifying that the exemption shall apply to privately- 
owned nonprofit public water systems that supply potable 
water to residential communities; and 

(2) Making technical nonsubstantive amendments for the 
purposes of clarity and style. 

As affirmed by the record of votes of the members of your 
Committee on Ways and Means that is attached to this report, your 
Committee is in accord with the intent and purpose of H.B. 
No. 1705, H.D. 1, as amended herein, and recommends that it pass 
Second Reading in the form attached hereto as H.B.  No. 1705, 
H.D.  1, S.D. 1, and be placed on the calendar for Third Reading. 

Respectfully submitted on 
behalf of the members of the 
Committee on Ways and Means, 
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