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This legislation provides an income and general excise tax exemption for nonprofit
organizations organized under § 501(c)(12) of the Internal Revenue Code (relating to community
irrigation or ditch organizations); provided the company receives 85% of its income from members
for the sole purpose of meeting losses or expenses.

The Department of Taxation (Department) takes no position on this measure; however offers
comments.

NOT FACTORED INTO EXECUTIVE BUDGET—The Department points out that this
legislation has not been factored into the Executive Budget and is outside the executive priorities
for tax relief this legislation session.

ELIMINATE REFERENCE TO 85% INCOME REQUIREMENT—As currently
drafted, the description of the qualifying nonprofit organization that can qualify for the income and
general excise tax exemptions specifically states that at least 85% of the income be from members
for the purpose of covering costs and losses. The Department suggests that the proposed statutory
language would read more clearly by eliminating reference to the 85% income component because
this requirement is already established in the reference to IRC § 501(c)(12).

The new language could read:

Chapter 235 Provision:

(20) Section 501(c) (12), (15), and (16) (with respect to
exempt organizations); except for companies that provide
potable water under section 501 (c) (12) [that—eeolleect—at
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+he—sole-—purpeose—of-meeting—leosses—and-expenses];

Chapter 237 Provision:

(11) Companies that provide potable water and are
exempt under section 501 (c¢) (12), Internal Revenue Code [+

hot collect ot least ciohiv £ - ita 3

REVENUE IMPACT—Given the lack of information on entities that could qualify under
this bill, this bill will result in an indeterminate revenue loss.

it
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126 Queen Seet, Sulte 304 TAX FOUNDATION OF HAWAII Honolul, Hawali 96813 Tel. 536-4587

SUBJECT: INCOME, GENERAL EXCISE, Exempt potable water

BILL NUMBER: HB 2540
INTRODUCED BY: Evans

STAFF COMMENTS: Amends HRS section 235-2.3 (b) to provide that companies that provide potable
water under IRC section 501(c) (12) that collect at least 85% of their income from members for the sole
purpose of meeting losses and expenses shall not be subject to state income taxation.

Amends HRS section 237-23 (a) to provide that companies that provide potable water under IRC section
501(c) (12) that collect at least 85% of their income from members for the sole purpose of meeting losses
and expenses shall not be subject to the general excise tax..

EFFECTIVE DATE: Tax years beginning after December 31, 2007

STAFF COMMENTS: Under current law, IRC 501(c) (12) organizations, while exempt from federal
income taxation, arc taxable under the state income tax provisions.

It is unclear who this particular measure would benefit and how the operation is structured. If, in fact, a
separate nonprofit has been set up to provide potable water, it is not what the federal law originally
addressed in (c)(12) which applies to benevolent life insurance associations of a purely local character,
mutual ditch or irrigation companies, mutual or cooperative telephone or electric companies: Ditch and
irrigation companies do not provide potable water and, therefore, it is curious to whom this proposal
would apply. If; in fact, the (c)(12) company is being used to pass through income to a profit making
company which in turn is covering the losses and expenses of the nonprofit, the expansion of the defined
activity should be questioned.

While this measure would exempt from state income and general excise taxation an IRC S01{c)(12)
organization that provides potable water, it would provide preferential tax treatment to a very select
group of taxpayers. From the standpoint of equity, the adoption of this measure does not appear to be

justifiable.

Digested 2/26/08

184



Horwath

Horwath Kam & Company

An Accountancy Corporation
700 Bishop Street, Suite 1700
Honolulu, Hawaii 96813 USA
808.524-8080 Tel
808.524-8081 Fax

www horwath-hi.com

Before the Committee on Finance
Wednesday, February 27, 2008 at 10:00 AM

Conference Room 308

Support of House Bill No. 2540

Relating to Income Tax; General Excise Tax; Potable Water

VIA Email: FINtestimony@ Capitol.hawaii.gov

Chair Oshiro, Vice-Chair Lee and Committee Members:

We support HB 2540 that “provides an income tax and general excise tax exemption for
companies that provide potable water and are exempt under section 501(c)(12) of the
Internal Revenue Code and collect at least 85% of its income from members for the sole

purpose of meeting losses and expenses”.

We support HB 2540 since exempting a federally recognized IRC 501(c)(12) tax exempt
organization is just, equitable, good public policy, assist in relieving the social burden
placed upon the State and its municipalities, and is long over looked and over due.” A
IRC 501(c)(12) tax exempt organization is one of only a few of the 28 tax exempt
organizations that the State has yet to recognize under IRC 501(c). We respectfully
submit the following additional information, which we hope will be helpful to the

Committee:

! Congress In 1916, Congress established exemption from federal income tax for mutual ditch or irrigation
companies, mutual or cooperative telephone companies, and like organizations. 1916 Revenue Act, P.L.
64-271, sec. 11(a)(10), 39 Stat.766 (1916).

Member Horwath International | Accountants & Consultants



1. Purpose of IRC 501(c)(12). The purpose of a IRC 501(c)(12) organization is

to provide certain services to its members at the lowest possible cost. To qualify

for and maintain exemption under IRC 501(c)(12), a cooperative must receive 85
percent or more of its income each year from its members. The income must be

collected solely to meet the cooperative’s losses and expenses.?

2. General History of Cooperatives. The cooperative form of organization
originated in England in the early 1800’s to improve the economic lot of workers
and farmers, two groups that suffered during the industrial revolution. Workers,
with little bargaining power, suffered low wages. Farmers operated in an
especially precarious economic environment, paying retail prices for their raw
materials, but selling their output wholesale in markets that fluctuated widely and
unpredictably. To gain economic power, workers and farmers organized and
pooled resources to form sufficient capital to control the means of production,
obtain supplies and services, or market their goods or services. The cooperative
became very popular, and it spread to and throughout the United States.
Congress recognized the contributions and importance of cooperatives even
before ratification of the Sixteenth Amendment to the Constitution authorized the
income tax. Congress provided exemption from federal excise taxes to
cooperative companies, not-for profit mutual benefit associations, and
agricultural, horticultural, and domestic building and loan associations. See, The
War Revenue Act of 1898, Pub. L. No. 55-133, 30 Stat. 448 (1898) and Pub. L.
No. 61-5 §38, 36 Stat. 11, 115 (1909).®

3. Congressional Legislative History of IRC 501(c)(12). After ratification of the
Sixteenth Amendment, exemption from federal income taxes for mutual or
cooperative insurance companies, ditch or irrigation companies, telephone
companies and “like organizations” was first enacted in the Revenue Act of 1916,
Pub. L. No. 64-271, ch. 462 § 11(a)(10), 39 Stat. 756, 767 (1916) (“1916
Statute”), reenacted in successive revenue acts, and in the 1939, 1954 and 1986
Internal Revenue Codes. Electric cooperatives, which were not specifically listed
in the 1916 Statute, but were recognized by the Service as “like organizations” in
I.T. 1671, C.B. 1l-1, 158 (1923) and Rev. Rul. 67-265, 1967-2 C.B. 205, were
added to |.LR.C. 501(c)(12)(C) in 1980. Before 1924, the statute limited
cooperatives’ income to assessments, dues, and fees from members. The
Revenue Act of 1924, ch. 234, § 231(10), 43 Stat. 283 (1924), reduced the
member-income requirement to 85 percent, allowing cooperatives to earn up to
15 percent of their income from nonmember sources. Congress intended to allow
cooperatives to have other sources of income, such as interest on bank
accounts, to pay for capital improvements, expansion, or to purchase real estate.
See 65 Cong. Rec. 71287129 (1924). The 85 percent member-income test was
intended to insure cooperatives continued serving members rather than placing

? Michael Seto and Cheryl Chasin. “General Survey of IRC 501 Cooperatives and Examination of Current
Issues.” IRS EQO CPE Text, 2002.

3 4.




their member-source income in investments, such as bonds or stocks, and
becoming investment companies. See Cong. Rec. 3433 (1926).*

Furthermore, we recommend that the Committee revise HB 2540 to not only exempt
companies that provide potable water and are exempt under section 501(c)(12) of the
Internal Revenue Code and collect at least 85% of its income from members for the sole
purpose of meeting losses and expenses but all organizations that are exempt under
section IRC 501(c)(12).°

For these reasons, we strongly urge you to support the passage of HB 2540, and revise
it, if possible. We appreciate this opportunity to submit our written testimony. If you or

any member of the Committee has any questions, please feel free to contact us.

Respectfully submitted,
Horwath Kam & Company, An Accountancy Corporation

Howard K. Kam, Jr., CPA
Its Managing Director

February 25, 2008

1d.

® In order to qualify for exemption under IRC 501(c)(12), an organization must: (a) Meet the organizational
and operational requirements that apply to one of the types of organizations described in the Code,
regulations derived thereof and revenue rulings, and (b) Receive 85 percent or more of its income from
members for the sole purpose of meeting losses and expenses.



reo CD, U8 UDIULP james sneLlton Uy -3425-2297

Napu’u Water Inc.

P.O. Box 4525
Kailua-Kona, Hawaii 96745

Representative Marcus R. Oshiro
Finance Committee Chair

Hawaii State Capitol, Room 306
415 South Beretania St.

Honoluiu Hi 96813

AhThony B, Claven

Written testimony for Finance committee, February 27", 10am, Agenda 1, item 1

23 February 2008

Dear Representative Oshiro:

Re: Support of HB2540 , Relating to income tax and general excise tax exemption for
companies that provide potable water and are exempt under section 501(c) 12 of the
IRC, and collect at least 85% of their income from members for the sole purpose of
meeting losses and expenses.

We, the members of Napu'u Water, Inc., a Hawaii nonprofit-member corporation formed
pursuant to Hawaii Revised Statutes Section 414D for the sole purpose of ensuring the
availability of water to the rural communities known as Pu'uwa’awa’a, Puuanahulu and
Puu Lani Ranch on the Island of Hawaii, and exempt under Internal Revenue Code
Section 501(c) (12), urge you and the members of the House Finance Committee to
support HB 2540. “ !

HB 2540, if adopted, would exempt nonprofit orgénizations from Hawaii income tax and
general excise tax if they are exempt for federal income tax purposes under Internal
Revenue Code Section 501(c) (12).

Intermal Revenue Code Section 501(c) (12) provides federal income tax exemption for
benevolent life insurance associations of a purely local character, mutual ditch or
irrigation companies, mutual or cooperative telephone companies, electric companies, or
“like organizations”. The purpose of an Internal Revenue Code Section 501(c) (12)
organization is to provide certain services to its members at the lowest possible cost. To

qualify for and maintain exemption under the Code Section, a cooperative must receive



- Cu-wip James >rieivaon 8ug-325-2297 P-

85 percent or more of its income each year from members. The income must be

collected solely to meet the cooperative’s losses and expenses.

We urge you and the members of the House Finance Committee to support HB 2540 for

the following reasons:

= |nternal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water,
Inc., provide an invaluable service to their members, which are generally in rural

communities, at cost.

s Internal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water,
Inc., relieve the government from the burden of providing such services to rural

and outlying communities.

= The State of Hawaii has adopted all of the provisions of Internal Revenue Code
Section 501, except for Code Sections 501(c) (12), (15), and (16).

= The adoption of HB 2540 would bring about a fair arrd equitable State tax result
for all federally tax exempt nonprofit organizations, under Intemal Revenue Code

Section 501(c), situated in the State of Hawaii.

» The adoption of HB 2540 would not significantly impact tax revenues to the State

of Hawaii.

For these reasons, we strongly urge you to support the passage of HB 2540. We
appreciate this opportunity to submit our writiten testimony. If you or any member of the

House Finance Committee has any gquestions, please feel free to contact us.

Respectfully submitted,

’,

-

Anthony B. Craven
President, Napu'u Water Inc.

!
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DEPARTMENT OF COMMERCE AND CONSUMER AFFAIRS

STATE OF HAWAIY
In the Matter of the Incorporation
-of- FILED_82/04/2005 03:48 FM
Business Registration Division
DEPT. OF COMMERCE AND
NAPU’U WATER, INC. UORSUMER AFFAIRS £

ARTICLES OF INCORPORATION
-OF-
NAPU'U WATER, INC.

Thc undersigned, desinng to hecome incorporated as a nonprofit corporation in
accordance with the laws of the State of Hawaii and to obtain the nights and benefiis conterred
by said laws upon nonprofit corporations. do hereby execute the following Articles of
Incorporation.

I
NAME

The name of the Corporation shall be Napu™u Water, Inc.

810025002/£0/20

1
LOCATION OF THE CORPORATION

The location of the Corporation and the sireel mailing address of its current principal
office shall be 737 Bishop Street, Suite 3000, Honolulu, Hawaii 96813.
5 4

11
REGISTERED AGENT AND INITIAL REGISTERED OFFICE

The name of the Corporation’s registercd agent for service of process in the State of
Hawaii is Blake W. Bushnell, Esq., 737 Bishop Street. Suite 3000, Honolulu. Hawaii 96813,

247426. 7
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v
INCORPORATORS

The names and addresses of the incorparators are:

NAME ADDRESS
1. Edward Cross, PMB 262, 65-1158 Mamalahoa Hwy., Kamuela, H] 96743
3 Jerry King, 71-1645 Mamalahoa ITwy. #3. Kailua-Kona, 111 96740
3. Arick Yanagihara, 100! Bishop Street, Suite 2690, Honolulu HI 96813
Y
PERIOD OF DURATION
5.1 The duration of the Corporation shall be perpetual.

Vi
CORPORATE PURPOSES

6.1 Purposes. This Corporation shall be a nonprofit corporation within the
meaning of Chapter 414D of the Hawaii Revised Statutes. The Corporation is organized
exclusively far the following purposes:

(a) To ensure the availability of water to the roral communities kiown as
Puuanahulu, Puu Lani Ranch and Puuwaawaa (“Rural Communities™)

(b) To operate exclusively as a mutual or cooperative “irrigation company™
or “like organization’ within the meaning of Section S01{c)(12) of the Intemal Revenue
Code, or corresponding provisions of any future Untted States Internal Revenue law. for the
purpose of advancing the health, safety and welfare of people now living in and who may
choosc to live in the Rural Commmunities by providing, maintaining, upgrading and restoring
as necessary water wells and water utility services. At all timics cighty-five percent (85%) or
more of the Corporation’s income shall consist of amounts collected from the members for
the sole purpose of meeting losses and expenses.

6.2 Restrictions. Notwithstanding any other provision of these Articles, the
Corporatian is organized and shall be operated exclusively for a purpose authorized under
Scction 501{c)}(12) of thc Internal Revenue Codce and for no other purpose.

VI
NONPROFIT AND POWERS

7.1 Nonprofit Nature. The Corporatian is nonprofit in nature and will nat issue
shares of stock. No dividends shall be paid and no part of the income or profit of the
Corporation shall be distributed to ils members, directors, or officers, except for services

2474207 .
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“rom: Ron Finelli [konaron46@hawaii.rr.com]
sent: Monday, February 25, 2008 11:47 AM
To: FINtestimony

Subject: HB1823 Agenda #1 Feb 27, 2008

Testimony in favor of HB 2540
To Chair Oshiro, Vice Chair Lee, and committee members,

The Big Island of Hawaiil currently has no public area where it is legal for pistol and
rifle shooters to sight in their firearms or practice the skill of shooting safely. The
police and other law enforcement departments are also subject to the courtesy of land
owners for a place to practice or qualify with hand guns or rifles. A public shooting
range in West Hawaii is long over due considering the hundreds of shooters and hunters who
would make use of such a facility.

Your support for this facility would be greatly appreciated.

Thank you,

Ronald Finelli

Kona, HI

808-989-1758



Representative Marcus R. Oshiro
Finance Committee Chair

Hawaii State Capitol, Room 306
415 South Beretania St.

Honolulu HI 96813

Written testimony for Finance committee, February 27" 10am, Agenda 1, item 1

25 February 2008

Dear Representative Oshiro:

Re: Support of HB2540 , Relating to income tax and general excise tax exemption for
companies that provide potable water and are exempt under section 501(c) 12 of the
IRC, and collect at least 85% of their income from members for the sole purpose of
meeting losses and expenses.

I, as a member of Napu’'u Water Inc., a Hawaii nonprofit-member corporation formed
pursuant to Hawaii Revised Statutes Section 414D for the sole purpose of ensuring the
availability of water to the rural communities known as Pu’uwa’awa’a, Puuanahulu and
Puu Lani Ranch on the Island of Hawaii, and exempt under Internal Revenue Code
Section 501(c) (12), urge you and the members of the House Finance Committee to
support HB 2540.

HB 2540, if adopted, would exempt nonprofit organizations from Hawaii income tax and
general excise tax if they are exempt for federal income tax purposes under Internal
Revenue Code Section 501(c) (12).

Internal Revenue Code Section 501(c) (12) provides federal income tax exemption for
benevolent life insurance associations of a purely local character, mutual ditch or
irrigation companies, mutual or cooperative telephone companies, electric companies, or
“like organizations”. The purpose of an Internal Revenue Code Section 501(c) (12)
organization is to provide certain services to its members at the lowest possible cost. To
qualify for and maintain exemption under the Code Section, a cooperative must receive
85 percent or more of its income each year from members. The income must be

collected solely to meet the cooperative’s losses and expenses.



| urge you and the members of the House Finance Committee to support HB 2540 for

the following reasons:

* Internal Revenue Code Section 501(c) (12) organizations, such as Napu’u Water,
Inc., provide an invaluable service to their members, which are generally in rural

communities, at cost.

* Internal Revenue Code Section 501(c) (12) organizations, such as Napu’u Water,
Inc., relieve the government from the burden of providing such services to rural

and outlying communities.

» The State of Hawaii has adopted all of the provisions of Internal Revenue Code
Section 501, except for Code Sections 501(c) (12), (15), and (16).

» The adoption of HB 2540 would bring about a fair and equitable State tax result
for all federally tax exempt nonprofit organizations, under Internal Revenue Code

Section 501(c), situated in the State of Hawaii.

= The adoption of HB 2540 would not significantly impact tax revenues to the State

of Hawaii.

For these reasons, | strongly urge you to support the passage of HB 2540. | appreciate
this opportunity to submit written testimony. If you or any member of the House Finance

Committee has any questions, please feel free to contact me.

Respectfully submitted,

John S McKinney

71-1409 Puu Kamanu Ln #53
Kailua Kona, HI 96740-8334
(808) 325-0560
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FINtestimony

From: Mike Armstrong [southshores@cox.net]
Sent:  Monday, February 25, 2008 3:26 PM
To: FINtestimony

Subject: Bill support letter users fnl

Representative Marcus R. Oshiro
Finance Committee Chair

Hawaii State Capitol, Room 306
415 South Beretania St.
Honolulu HI 96813

Written testimony for Finance committee, February 27”‘, 10am, Agenda 1, item 1

23 February 2008

Dear Representative Oshiro:

Re: Support of HB2540 , Relating to income tax and general excise tax exemption for companies that
provide potable water and are exempt under section 501(c) 12 of the IRC, and collect at least 85% of
their income from members for the sole purpose of meeting losses and expenses.

I, as a member of Napu'u Water Inc., a Hawaii nonprofit-member corporation formed pursuant to
Hawaii Revised Statutes Section 414D for the sole purpose of ensuring the availability of water fo the
rural communities known as Pu’uwa’awa’a, Puuanahulu and Puu Lani Ranch on the Island of Hawaii,
and exempt under Internal Revenue Code Section 501(c) (12), urge you and the members of the
House Finance Committee to support HB 2540.

HB 2540, if adopted, would exempt nonprofit organizations from Hawaii income tax and general excise
tax if they are exempt for federal income tax purposes under Internal Revenue Code Section 501(c)
(12).

Internal Revenue Code Section 501(c) (12) provides federal income tax exemption for benevolent life
insurance associations of a purely local character, mutual ditch or irrigation companies, mutual or
cooperative telephone companies, electric companies, or “like organizations”. The purpose of an
Internal Revenue Code Section 501(c) (12) organization is to provide certain services to its members at
the lowest possible cost. To qualify for and maintain exemption under the Code Section, a cooperative
must receive 85 percent or more of its income each year from members. The income must be collected
solely to meet the cooperative’s losses and expenses.

| urge you and the members of the House Finance Committee to support HB 2540 for the following

2/25/2008
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reasons:

» Internal Revenue Code Section 501(c) (12) organizations, such as Napu’'u Water, Inc., provide an

invaluable service to their members, which are generally in rural communities, at cost.

= Internal Revenue Code Section 501(c) (12) organizations, such as Napu’'u Water, Inc., relieve the
government from the burden of providing such services to rural and outlying communities.

» The State of Hawaii has adopted all of the provisions of Internal Revenue Code Section 501,
except for Code Sections 501(c) (12), (15), and (16).

» The adoption of HB 2540 would bring about a fair and equitable State tax result for all federally
tax exempt nonprofit organizations, under Internal Revenue Code Section 501(c), situated in the

State of Hawaii.
= The adoption of HB 2540 would not significantly impact tax revenues to the State of Hawaii.

For these reasons, | strongly urge you to support the passage of HB 2540. | appreciate this opportunity
to submit written testimony. If you or any member of the House Finance Committee has any questions,

please feel free to contact me.

Respectfully submitted,
Mike and Jolene Armstrong

71-1678 Puu Napoo Dr.
Kailua-Kona, Hi 96740

2/25/2008
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FINtestimony

From: Wendy Light and Richard Toledo [toelight@gmail.com]
Sent: Monday, February 25, 2008 1:59 PM

To: FINtestimony

Cc: Rep. Cindy Evans

Subject: HB2540 27th February Agenda 1-A

To: Representative Marcus R. Oshiro
Finance Committee Chair
Hawaii State Capitol, Room 306
415 South Beretania St.
Honolulu HI 96813

Written testimony for Finance committee, February 27th, 10am, Agenda 1, item 1
25th February 2008
Dear Representative Oshiro:

Re: Support of HB2540 , Relating to income tax and general excise tax exemption for companies that
provide potable water and are exempt under section 501(c) 12 of the IRC, and collect at least 85% of
their income from members for the sole purpose of meeting losses and expenses.

We, as members of Napu'u Water Inc., a Hawaii nonprofit-member corporation formed pursuant to
Hawaii Revised Statutes Section 414D for the sole purpose of ensuring the availability of water to the
rural communities known as Pu'uwa'awa'a, Puuanahulu and Puu Lani Ranch on the Island of Hawaii,
and exempt under Internal Revenue Code Section 501(c) (12), urge you and the members of the House
Finance Committee to support HB 2540.

HB 2540, if adopted, would exempt nonprofit organizations from Hawaii income tax and general
excise tax if they are exempt for federal income tax purposes under Internal Revenue Code Section 501

(c) (12).

Internal Revenue Code Section 501(c) (12) provides federal income tax exemption for benevolent life
insurance associations of a purely local character, mutual ditch or irrigation companies, mutual or
cooperative telephone companies, electric companies, or "like organizations". The purpose of an
Internal Revenue Code Section 501(c) (12) organization is to provide certain services to its members at
the lowest possible cost. To qualify for and maintain exemption under the Code Section, a cooperative
must receive 85 percent or more of its income each year from members. The income must be collected
solely to meet the cooperative's losses and expenses.

We urge you and the members of the House Finance Committee to support HB 2540 for the following
reasons:

o Internal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water, Inc., provide an
invaluable service to their members, which are generally in rural communities, at cost.

e Internal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water, Inc., relieve the
government from the burden of providing such services to rural and outlying communities.

2/25/2008
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o The State of Hawaii has adopted all of the provisions of Internal Revenue Code Section 501,
except for Code Sections 501(c) (12), (15), and (16).

o The adoption of HB 2540 would bring about a fair and equitable State tax result for all federally
tax exempt nonprofit organizations, under Internal Revenue Code Section 501(c), situated in the
State of Hawaii.

e The adoption of HB 2540 would not significantly impact tax revenues to the State of Hawa

For these reasons, we strongly urge you to support the passage of HB 2540. We appreciate this
opportunity to submit written testimony. If you or any member of the House Finance Committee has
any questions, please feel free to contact us.

Respectfully submitted,

Richard Toledo and Wendy Light
71-1776 Puu Lani Drive, Katlua Kona, Hawaii 96740

2/25/2008
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Representative Marcus R. Oshiro
Finance Committee Chair

Hawaii State Capitol, Room 306
415 South Beretania St.
Honolulu HI 96813

Written testimony for Finance committee, February 27%", 10am, Agenda 1, item 1

23 February 2008

Dear Representative Oshiro:

Re: Support of HB2540 , Relating to income tax and general excise tax exemption for
companies that provide potable water and are exempt under section 501(c) 12 of the
IRC, and collect at least 85% of their income from members for the sole purpose of

meeting losses and expenses.

|, as.a member of Napu'u Water Inc., a Hawaii nonprofit-member corporation formed
pursuant to Hawaii Revised Statutes Section 414D for the sole purpose of ensuring the
availability of water to the rural communities known as Pu’uwa’awa’a, Puuanahulu and
Puu Lani Ranch on the Island of Hawaii, and exempt under Internal Revenue Code

Section 501(c) (12), urge you and the members of the House Finance Committee to
support HB 2540.

HB 2540, if adopted, would exempt_ nonprofit oréanizations from Hawaii income tax and

general excise tax if they are exempt for federal income tax purposes under Internal

Revenue Code Section 501(c) (12).

Internal Revenue Code Section 501(c) (12) provides federal income tax exemption for
benevolent life insurance associations of a purely local character, mutual ditch or
irrigation companies, mutual or cooperative teléephone companies, electric companies, or
| “like organizations”. The purpose of an Internal Revenue Code Section 501(c) (12)
organization is to provide certain services to its members at the lowest possible cost. To
qualify for and maintain exemption under the Code Section, a cooperative must recejve
85 percent or more of its income each year from members. The income must be

collected solely to meet the cooperative’s losses and expenses.
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I urge you and the members of the House Finance Committee to support HB 2540 for

the following reasons:

* Internal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water,
Inc., provide an invaluable service to their members, which are generally in rural

communities, at cost.

* Internal Revenue Code Section 501(c) (12) organizations, such as Napu’u Water,
Inc., relieve the government from the burden of providing such services to rural

and outlying communities.

= The State of Hawaii has adopted all of the provisions of Internal Revenue Code
Section 501, except for Code Sections 501(c) (12), (15), and (16).

= The adoption of HB 2540 would bring about a fair and equitable State tax result
for all federally tax exempt nonprofit organizations, under Internal Revenue Code
Section 501(c), situated in the State of Hawaii.

» The adoption of HB 2540 would not significantly impact tax revenues to the State

of Hawaii.

£

For these reasons, | strongly urge you to support the passage of HB 2540. | appreciate
this opportunity to submit written testimony. If you or any member of the House Finance

Committee has any questions, please feel free to contact me.

Respectfully submitted,

Ohe ¢ AL 0
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Representative Marcus R. Oshiro
Finance Committee Chair

Hawaii State Capitol, Room 306
415 South Beretania St.

Honolulu HI 96813

Written testimony for Finance committee, February 27" 10am, Agenda 1, item 1

25 February 2008

Dear Representative Oshiro:

Re: Support of HB2540 , Relating to income tax and general excise tax exemption for
companies that provide potable water and are exempt under section 501(c) 12 of the
IRC, and collect at least 85% of their income from members for the sole purpose of
meeting losses and expenses.

I, as a member of Napu'u Water Inc., a Hawaii nonprofit-member corporation formed
pursuant to Hawaii Revised Statutes Section 414D for the sole purpose of ensuring the
availability of water to the rural communities known as Pu’uwa’awa'a, Puuanahulu and
Puu Lani Ranch on the Island of Hawaii, and exempt under Internal Revenue Code
Section 501(c) (12), urge you and the members of the House Finance Committee to
support HB 2540.

HB 2540, if adopted, would exempt nonprofit cirganizations from Hawaii income tax and
general excise tax if they are exempt for federal income tax purposes under Internal
Revenue Code Section 501(c) (12).

Internal Revenue Code Section 501(c) (12) provides federal income tax exemption for
benevolent life insurance associations of a purely local character, mutual ditch or
irrigation companies, mutual or cooperative telephone companies, electric companies, or
“like organizations”. The purpose of an Internal Revenue Code Section 501(c) (12)
organization is to provide certain services to its members at the lowest possible cost. To
qualify for and maintain exemption under the Code Section, a cooperative must receive
85 percent or more of its income each year from members. The income must be

collected solely to meet the cooperative’s losses and expenses.
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| urgs you and the mampers of the House Finance Committea to support HB 2540 for

the folicwing reasons.

*  inwmal Revenue Code Section 501(e) (12) arganizanons, such as Napu'u Water,
inc.. provide an invaluable service 10 thewr members, which are generaly in rursd
communites, & cost.

* intemal Revanue Coae Secton 501(c) (12) organizations, such as Napu'y Water,
inc., reliave the govenmant from the burden of praviding such services to rural
and outlying communities

»  The Siste of Hawal has adoplsd el of the provisions of Imemal Revenue Code
Setton 501, axcap! for Code Sections 501(c) (12), (15), and (18).

*  Tha adoption of HB 2540 would bring about a fair and equitabie Stxe tax resull
far ail faderally tex axampt nonprofit crganizations under (ntemai Revanus Code
Saction 501(¢), situsled n the Siawe of Hawaii

=  The sdogtion of HB 2540 would not significanly impact tax ravenues 1o the State
of Hawa.

1

For these ressona, | strongly urge you 10 8uppad the passage of HB 2540 | appreciate
the opportunity to submit wrttan testimony I you of any membar of the Houss Finance
Commitiaa has any questions, piaase feei free to contact me.
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Representative Marcus R. Oshiro
Finance Committee Chair

Hawaii State Capitol, Room 306
415 South Beretania St.
Honolulu HI 86813

\é@(H L - thimid<
Written testimony for Finance commitise, February 27", 10am, Agends 1, itemn 1

25 February 2008

Dear Repressntative Oshiro:

8. Support © 540 . Relating to income tax and general excise tax exemption for -
companbas that prowde pdable water and ara exempt under section 501(c) 12 of the
IRC, and collect at lsast 85% of their income from members for the sole purpose of
mesating Jossss and expenses.

1, a8 a mamber of Napu'u Water Inc., a3 Hawsii nonprofit-member corporstion famed
pursuant to Hawaii Revised Statutes Saction 414D for the sole purpose of ensuring the
availability of water to thé rural communities known as Pu’'uwa’awa’a, Puuanahulu and
Puu Lani Ranch on the tsland of Hawaii, and exempt under Internal Revenue Code
Section 501(c) (12), urge you and the members of the House Financa Commitiee to
support HB 2540. '

HB 2840, if adomed, would exempt nonprofit organizations from Hawaii income tax and
general excise tax if they are exempt for federal income tax purposes under Internal
Revenue Code Section 501(c) (12).

internal Revenue Code Section 501(c) (12) provides federal income tax exemption for
bansvolent lifa insurancs assbciations of a purely local character, mutual ditch or
imigation companies, mutual or cooperative telephone companies, electric companies, or
“like organizations”. The purpose of an Intemal Revenue Code Section 501(c) (12)
organization is to provide certain services to iis members at the lowest po&sibéé cost. To
qualify for and maintain exemption under the Code Section, a cooperative imust receive
85 percent or more of its jncome each year from members. The income must be

collected solely to meet the cooperative’s losses and expenses.

wiz
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I urge you and the members of the House Finance Committee to support HB 2540 for

the following reasons:

= Internal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water,
Inc., provide an invaluable service to their members, which are generally in rural

communities, at cost,

* Intemal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water,
Inc., relieve the government from the burden of providing such services to rural

and outlying communities.

= The State of Hawaii has adopted all of the provisions of Intemal Revenue Code

Section 501, except for Code Sections 501(c) (12), (15), and (18).

» The adoption of HB 2540 would bring about a fair and equitable State tax result
for all federally tax exempt nonprofit organizations, under Internal Revenue Code

Section 501(c), situated in the State of Hawaii.

=  The adoption of HB 2540 would not significantly impact tax revenues to the State

of Hawaii.

¢ ¢

For these reasons, | strongly urge you to support the passage of HB 2540. | appreciate
this opportunity to submit written testimony. If you or any member of the House Finance

Committee has any questions, please feel free to contact me.

Respactfully submitted,

o (Lol
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Representative Marcus R. Oshiro
Finance Committee Chair

Hawaii State Capitol, Room 306
415 South Beretania St.

Honolulu Hi 96813

Written testimony for Finance committee, February g £ 10am, Agenda 1, item 1

23 February 2008

Dear Representative Oshiro:

Re: Support of HB2540 , Relating to income tax and general excise tax exemption for
companies that provide potable water and are exempt under section 501(c) 12 of the
IRC, and collect at least 85% of their income from members for the sole purpose of
meeting losses and expenses.

I, as a member of Napu'u Water Inc., a Hawaii nonprofit-member corporation formed
pursuant to Hawaii Revised Statutes Section 414D for the sole purpose of ensuring the
availability of water to the rural communities known as Pu’'uwa’awa’a, Puuanahulu and
Puu Lani Ranch on the lIsland of Hawaii, and exempt -under internal Revenue Code
Section 501(c) (12), urge you and the members of the House Finance Committee to
support HB 2540.

HB 2540, if adopted, would exempt nonprofit organizations from Hawaii income tax and
general excise tax if they are exempt for federal income tax purposes under Internal

Revenue Code Section 501(c) (12).

Internal Revenue Code Section 501(c) (12) provides federal income tax exemption for
benevolent life insurance associations of a purely local character, mutual diich or
irrigation companies, mutual or cooperative telephone companies, electric companies, or
“like organizations”. The purpose of an Internal Revenue Code Section 501(c) (12)
organization is to provide certain services to its members at the lowest possible cost. To
qualify for and maintain exemption under the Code Section, a cooperative must receive
85 percent or more of its income each year from members. The income must be

collected solely to meet the cooperative’s losses and expenses.



| urge you and the members of the House Finance Committee to support HB 2540 for

the following reasons:

= Internal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water,
Inc., provide an invaluable service to their members, which are generally in rural

communities, at cost.

= internal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water,
Inc., relieve the government from the burden of providing such services to rural

and outlying communities.

= The State of Hawaii has adopted all of the provisions of Internal Revenue Code
Section 501, except for Code Sections 501(c) (12), (15), and (18).

» The adoption of HB 2540 would bring about a fair and equitable State tax resuit
for all federally tax exempt nonprofit organizations, under Internal Revenue Code
Section 501(c), situated in the State of Hawaii.

= The adoption of HB 2540 would not significantly impact tax revenues to the State

of Hawaii.

For these reasons, | strongly urge you to support the passage of HB 2540. | appreciate
this opportunity to submit written téstimony. If you or any member of the House Finance

Committee has any questions, please feel free to contact me.

Respectfully submitted,

PR :
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Reprassntative Marcus R. Oshiro
Finance Committee Chair
Hawaii State Capitol, Room 306
415 South Beretania St.
Honolulu HI 96813

Bonald €. camgbedl

Written testimony for Finance committee, February 27", 108&1, Agenda 1, item 1

25 February 2008

Dear Representative Oshiro:

Re: Support of HB2540, Relatmg to income tax and general axcise tax exemptlon for
comparios that provide ozt waesr ang ; setion 387(c) 12 ~fhe
2T,z golleat-at ieast 8'3“5 chihzinimoome Tom meinsors 1o the soie purpose of

meeting losses and expenses.

I, as a member of Napu’'u Water Inc., a Hawaii nonprofit-member corporation formed
pursuant to Hawaii Revised Statutes Section 414D for the sole purpose of ensuring the
availability of water to the rural communities known as Pu’vwa’awa’'a, Puuanahulu and
Puu Lani Ranch on the lsland of Hawaii, and exempt under Internal Revenue Code

Section 501(c) (12), urge you and the members of the House Finance Committee to

support HB 2540,

§ ¢

HB 2540, if adopted would exempt nonprofit organizations from Hawaii income tax and

general excise tax if they are exempt for federal income tax purposes under Internal

Revenue Code Section 501(¢c) (12).

Internal Revenue Code Section 501(c) (12) provides federal income tax exemption for
benevolent life insurance associations of a purely local character, mutual ditch or
irrigation companies, mutual or cooperative telephone companies, electric companies, or
“like organizations”. The purpose of an Internal Revenue Code Section 501(c) (12)
organization is to provide certain services to its members at the lowest possiblé cost. To
qualify for and maintain exemption under the Code Section, a cooperative must receive
85 percent or more of its income each year from membars. The income must be

collected solely to meet the cooperative’s losses and expenses.

lile]
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I 'urge you and the members of the House Finance Committee to support HB 2540 for

the following reasons:

*» Internal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water,

Inc., provide an invaluable service to their members, which are generally in rural

communities, at cost.

* Internal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water,
Inc., relieve the government from the burden of providing such services to rural

and outlying communities.

J & X

> & . TH flrawaise asootag S aTihs provisions of Internal Revensasnde:
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Section 501, except for Code Sections 501(c) (12), (15), and (16).

=  The adoption of HB 2540 would bring about a fair and equitable State tax result
for all federally tax exempt nonprofit organizations, under Internal Revenue Code

Section 501(c), situated in the State of Hawaii.

= The adoption of HB 2540 would not significantly impact tax revenues to the State

of Hawaii.

L

For these reasons, | strongly urge you to support the passage of HB 2540. | appreciate
this opportunity to submit written testimony. If you or any member of the House Finance

Committee has any questions, please feel free to contact me.

Respectfully submitted,

oo &’C@LJ |
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Representative Marcus R. Oshiro
Finance Committee Chair

Hawaii State Capitol, Room 306
415 South Beretania St.
Honolulu HI 96813

Written testimony for Finance committee, February 27™, 10am, Agenda 1, item 1

25 February 2008

Dear Representative Oshiro:

Re: Support of HB'2§4 , Relating to income tax and general excise tax exemption for
companies that provide potable water and are exempt under section 501(c) 12 of the
IRC, and collect at least 85% of their i income from members for the sole purpose of
mesting losses and expenses.

|, as a member of Napu’'u Water Inc., a Hawaii nonprofit-member corporation formed
pursuant to Hawaii Revised Statutes Section 414D for the sole purpose of ensuring the
availability of water to the rural communities known as Pu'uwa’awa’a, Puuanshulu and
Puu Lani Ranch on the Island of Hawaii, and exempt under Internal Revenue Code
Section 501(c) (12), urge you and the members of the House Finance Committee to

support HB 2540.

HB 2540, if adopted, would exempt nonprofit ofganizations from Hawaii income tax and
general excise tax if they are exempt for federal income tax purposes under Internal
Revenue Code Section 501(c) (12).

Internal Revenue Code Section 501(c) (12) provides federal income tax exemption for
benevolent life insurance associations of a purely local character, mutual diich or
irrigation companies, mutual or cooperative telephone companies, eleciric companies, or
“like organizations”. The purpose of an Internal Revenue Code Section 501(c) (12)
organization is to provide certain services to its members at the lowest possible cost. To
qualify for and maintain exemption under the Code Section, a cooperative must receive
85 percent or more of its income each year from members. The income must be

collected solely to meet the cooperative’s losses and expenses.

T
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| urge you and the members of the House Finance Committee to support HB 2540 for

the following reasons:

* Internal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water,
Inc., provide an invaluable service to their members, which are generally in rural
communities, at cost.

» Internal Revenue Code Section 501(c) (12) organizations, such as Napu'v Water,
Inc., relieve the government from the burden of providing such services to rural
and outlying communities.

*« The State of Hawaii has adopted all of the provisions of Internal Revenue Code
Section 501, except for Code Sections 501(c) (12), (15), and (16).

» The adoption of HB 2540 would bring about a fair and equitable State tax result
for all federally tax exempt nonprofit organizations, under Internal Revenue Code
Section 501(c), situated in the State of Hawaii.

» The adoption of HB 2540 would not significantly impact tax revenues to the State

of Hawaii.

£ —_—

For these reasons, | strongly urge you to support the passage of HB 2540. | appreciate
this opportunity to submit written testimony. If you or any member of the House Finance

Committee has any questions, please feel free to contact me.

Respectfully submitted,
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Reprasentaiive Marcus R, Cshviro
Finance Cominittee Chair

Hawall State Capitol, Room 308
415 South Berstanis St
Honolulu Hi 8813

Sam Taj Jma
Writisn testimony for Finance cmm, Februsry 27™, 10am, Agenda 1, item 1

- 25 February 2008

Daar Representative Oshim:

Re: Sunvort of HB2840 , Relating to income tax and general excise tax sxemption for
compam@ ihat prov&de potable water and are exemnpt under section 501(c) 12 of the
IRC, and cotiect at lsast 85% of their income from mmmmesdepwpose of
meeting lossss and expenses
i, as & member of.Napu- u Water Inc., 2 Hawail nonprofit-member corporation formed
pursuant to Hawail Revised Statutes Section 414D for the scle purpose of ensuring the
svailability of water to the rural communities known as Pu'uwa’aws’a, Puusnahulu and
Puy Lani Ranch on the Island of Hawaili, and exempt under internal Revenue Code
~ Section 501(c) (12), urge you and the members of the House Finance Committee to

/suppon HB 2540.

HB 2540, if adopted, would exempt nonprofit argantzations from Hawaii income tax and
general exciss tax if they are exempt for federal income tax purposes under intemad
Revenue Code Section 501(c) (12). ’

inmtermnal Revenue Code Section 501{(c) (12) provides federal income tax exemption for
benevolent life insurance ‘associations of a purely local character, mutual ditch or
irrigation companies, mutual or cooperativa telaphone companies, ebctﬁc companies, or
“lika organizations”. The purposa of an Intemal Revenue Code Section 501 (c) (12)
organization is to provide certain sarvices to its members 2t the lowest possible cast. To
qualify for and maintain exemption under the Code Section, a cooperative must receive
85 percent or more of its income each year from membars. The income must be
collected solely to meet the cooperative’s losses and expensses.
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I urge you and the members of the House Finance Committee to support HB 2540 for
the following reasons:

= internal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water,
inc., provide an invaluable service to their members, which are generally in rural
communities, at cost.

= [nternal Revanue Code Section 5d1 (c) (12) arganizations, such as Napu'u Water,
inc., relieve the government from the burden of providing such services to rural
and outlying communities.

= The State of Hawaii has adopted all of the provisions of Intemal Revenue Code
Section 501, except for Code Sections 501(c) (12), (15), and (16).

= The adoption of HB 2540 would bring about a fair and equitable State tax result
for aill faderally tax exempt nonprofit organizations, under intemal Revenue Code
Section 501(c), situated in the State of Hawaii. e

= The adoption of HB 2540 would not significantly impact tax revenues to the State

of Hawaii. :

£

For these reasons, | strongly urge you to support the passage of HB 2540._ | appreciate
this opportunity to submit written testimony. f you or any member of the House Finance

Commitiee has any questions, please fesl free to contact me.

Respectfully submitted,

Sond Sogen
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Representative Marcus R. Gshiro
Finance Committee Chair

Hawaii State Capitol, Room 306
415 South Beretania St
Honolulu HI 86813

Terence M. Sk don
Written testimony for Finance committee, February 27, 10am, Agenda 1, item 1

25 February 2008

Dear Representative Oshiro:

Re: Support of HB2540 , Relating to income tax and general excise tax exemption for
companies that provide potable water and. ars axsmat under scction 501(@) 12 of the
IRC, and collect at least 85% of iheir ircone from members for the sole purpose of
meeting losses and expanses.

J
|, as a member of'Napu’u Water Inc., a Hawaii nonprofit-member corporation formed
pursuant to Hawaii Revised Statutes Section 414D for the sole purpose of ensuring the

availability of water to the rural communities known as Pu'uwa’awa’a, Puuanahuly and

Puu Lani Ranch on the Island of Hawaii, and exempt under Intemal Revenue Code
~Section 501(c) (12), urge you and the members of the House Finance Committee to

support HB 2540.

HB 2540, if adopted, would exempt nonprofit organizations from Hawaii income tax and -

general excise tax if they are exempt for federal income tax purposes under Internal
Revenue Code Section 501(c) (12). '

internal Revenue Code Section 501(c) (12) provides federal income tax exeamption for
benevolent life insurance associations of a purely local character, mutual ditch or
irrigation companies, mutual or cooperative telephone companies, electric companies, or
“like organizations”. The purpose of an Internal Revenue Code‘Section 501(c) (12)
organization is to provide certain services to its members at the lowest possible cost. To
qualify for and maintain exemption under the Code Section, a cooperative must receive

-85 percent or more of its income each year from members. The income must be

collected solely to meet the cooperative’s losses and expenses.
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{ urge you and the members of the House Finance Committee to support HB 2540 for
the following reasons:

= internal Revenue Code Saction 501(c) (12) organizations, such as Napu'u Water,
inc., provide an invaluable service to their members, which are generally in rural
communities, at cost.

~ = intermal Revenue Code Section 501(c) (12) organizations, such as Napu’'u Water,
inc.. relieve the government from the burden of providing such services to rural

and outlying communities.

¢ The State of Hawail h;aé@dopied ali of the provisions of internal Revenue Code
Section 501, except for Code Sections 501(c) (12), (15), and (16).

» The adoption of HB 2540 wouid bring about a fair and equitable State tax result
for all federally tax exempt nonprofit organizations, under internal Revenue Code
Section 501(c), situated in the State of Hawaii. Ve

= The adoption of HB 2540 would not significantly impact tax revenues to the State
of Hawail. ' ' :

I3

For these reasons, | strongly urge you to support the passage of HB2540. | appreciate
this opportunity to submit written testimony. If you or any member of the House Finance
Commiitee has any qua_rstions, please feel free to contact me.

Respectfully submitted,

Sy M



Representative Marcus R. Oshiro
Finance Committee Chair

Hawaii State Capitol, Room 306
415 South Beretania St.
Honolulu HI 96813

Written testimony for Finance commiittee, Fébruary 27", 10am, Agenda 1, item 1

23 February 2008

Dear Representative Oshiro:

Re: Support of HB2540 , Relating to income tax and general excise tax exemption for
companies that provide potable water and are exempt under section 501(c) 12 of the
IRC, and collect at least 85% of their income from members for the sole purpose of
meeting losses and expenses.

I, as a member of Napu’u Water Inc., a Hawaii nonprofit-member corporation formed
pursuant to Hawaii Revised Statutes Section 414D for the sole purpose of ensuring the
availability of water to the rural communities known as Pu'uwa’awa’a, Puuanahulu and
Puu Lani Ranch on the Island of Hawaii, and exempt under Internal Revenue Code
Section 501(c) (12), urge you and the members of the House Finance Committee to
support HB 2540.

HB 2540, if adopted, would exempt nonprofit organizations from Hawaii income tax and
general excise tax if they are exempt for federal income tax purposes under Internal
Revenue Code Section 501(c) (12).

Internal Revenue Code Section 501(c) (12) provides federal income tax exemption for
benevolent life insurance associations of a purely local character, mutual ditch or
irrigation companies, mutual or cooperative telephone companies, electric companies, or
“like organizations”. The purpose of an Internal Revenue Code Section 501(c) (12)
organization is to provide certain services to its members at the lowest possible cost. To
qualify for and maintain exemption under the Code Section, a cooperative must receive
85 percent or more of its income each year from members. The income must be

collected solely to meet the cooperative’s losses and expenses.



| urge you and the members of the House Finance Committee to support HB 2540 for

the following reasons:

internal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water,
Inc., provide an invaluable service to their members, which are generally in rural

communities, at cost.

Internal Revenue Code Section 501(c) (12) organizations, such as Napu’u Water,
Inc., relieve the government from the burden of providing such services to rural

and outlying communities.

The State of Hawaii has adopted all of the provisions of Internal Revenue Code
Section 501, except for Code Sections 501(c) (12), (15), and (16).

The adoption of HB 2540 would bring about a fair and equitable State tax result
for all federally tax exempt nonprofit organizations, under Internal Revenue Code
Section 501(c), situated in the State of Hawaii.

The adoption of HB 2540 would not significantly impact tax revenues to the State

of Hawaii.

For these reasons, | strongly urge you to support the passage of HB 2540. | appreciate
this opportunity to submit written testimony. If you or any member of the House Finance

Committee has any questions, please feel free to contact me.

Respectfully submitted,

AWM d /
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Representative Marcus R. Oshiro
Finance Committee Chair

Hawaii State Capitol, Room 306
415 South Beretania St.
Honolulu HI 96813

Written testimony for Finance committee, February 27, 10am, Agenda 1, item 1

23 February 2008

Dear Representative Oshiro:

Re: Support of HB2540 , Relating to income tax and general excise tax exemption for
companies that provide potabie water and are exempt under section 501(c) 12 of the
IRC, and collect at least 85% of their income from members for the sole purpose of
meeting losses and expenses.

I, as a member of Napu'u Water Inc., a Hawaii nonprofit-member corporation formed
pursuant to Hawaii Revised Statutes Section 414D for the sole purpose of ensuring the
availability of water to the rural communities known as Pu‘uwa’awa’a, Puuanahulu and
Puu Lani Ranch on the Island of Hawaii, and exempt under Internal Revenue Code
Section 501(c) (12), urge you and the members of the House Finance Committee to
support HB 2540.

HB 2540, if adopted, would exempt nonprofit organizations from Hawaii income tax and
general excise tax if they are exempt for federal income tax purposes under Internal
Revenue Code Section 501(c) (12).

Internal Revenue Code Section 501(c) (12) provides federal income tax exemption for
benevolent life insurance associations of a purely local character, mutual ditch or
irrigation companies, mutual or cooperative telephone companies, electric companies, or
“like organizations”. The purpose of an Internal Revenue Code Section 501(c) (12)
organization is to provide certain services to its members at the lowest possibie cost. To
qualify for and maintain exemption under the Code Section, a cooperative must receive
85 percent or more of its income each year from members. The income must be

collected solely to meet the cooperative’s losses and expenses.



I urge you and the members of the House Finance Committee to support HB 2540 for

the following reasons:

= |nternal Revenue Code Section 501(¢) (12) organizations, such as Napu’u Water,
Inc., provide an invaluable service to their members, which are generally in rural

communities, at cost.

= [nternal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water,
Inc., relieve the government from the burden of providing such services to rural

and outlying communities.

=  The State of Hawaii has adopted all of the provisions of Internal Revenue Code
Section 501, except for Code Sections 501(c) (12), (15), and (16).

= The adoption of HB 2540 would bring about a fair and equitable State tax result
for all federally tax exempt nonprofit organizations, under Internali Revenue Code
Section 501(c), situated in the State of Hawaii.

= The adoption of HB 2540 would not significantly impact tax revenues to the State

of Hawaii.

For these reasons, | strongly urge you to support the passage of HB 2540. | appreciate
this opportunity to submit written testimony. If you or any member of the House Finance
Committee has any questions, please feel free to contact me.

Respectfully submitted,

Hvid phaw &
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Representative Marcus R. Oshiro
Finance Commitiee Chair

Hawaii State Capitol, Room 306
415 South Beretania St.
Honolulu Hi 96813

Written testimony for Finance committee, February 27%, 10am, Agenda 1, item 1

23 February 2008

Dear Representative Oshiro:

Re: Support of HB2540 , Relating to income tax and general excise tax exemption for
companies that provide potable water and are exempt under section 501(c) 12 of the
IRC, and coliect at least 85% of their income from members for the sole purpose of
meeting losses and expenses.

I, as a member of Napu'u Water Inc., a Hawaii nonprofit-member corporation formed
pursuant to Hawaii Revised Statutes Section 414D for the sole purpose of ensuring the
availability of water to the rural communities known as Pu’uwa’'awa’a, Puuanahuluy and
Puu Lani Ranch on the Island of Hawaii, and exempt under Internal Revenue Code
Section 501(c) (12), urge you and the members of the House Finance Committee to
support HB 2540.

HB 2540, if adopted, would exempt nonprofit organizations from Hawaii income tax and
general excise tax if they are exempt for federal income tax purposes under Internal
Revenue Code Section 501(c) (12).

Internal Revenue Code Section 501(c) (12) provides federal income tax exemption for
benevolent life insurance associations of a purely local character, mutual ditch or
irrigation companies, mutual or cooperative telephone companies, electric companies, or
“like organizations”. The purpose of an Internal Revenue Code Section 501(c) (12)
organization is to provide certain services to its members at the lowest possible cost. To
qualify for and maintain exemption under the Code Section, a cooperative must receive
85 percent or more of its income each year from members. The income must be

collected solely to meet the cooperative’s losses and expenses.



I urge you and the members of the House Finance Committee to support HB 2540 for

the following reasons:

» Internal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water,
Inc., provide an invaluable service to their members, which are generally in rural

communities, at cost.

= |nternal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water,
Inc., relieve the government from the burden of providing such services to rural

and outlying communities.

= The State of Hawaii has adopted all of the provisions of Internal Revenue Code
Section 501, except for Code Sections 501(c) (12), (15), and (186).

= The adoption of HB 2540 would bring about a fair and equitable State tax resuit
for all federally tax exempt nonprofit organizations, under Internal Revenue Code

Section 501(c), situated in the State of Hawaii.

= The adoption of HB 2540 would not significantly impact tax revenues to the State

of Hawaii.

For these reasons, | strongly urge you to support the passage of HB 2540. | appreciate
this opportunity to submit written testimony. If you or any member of the House Finance

Committee has any questions, please feel free to contact me.
j?e tully ?bm
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Representative Marcus R. Oshiro
Finance Committee Chair

Hawaii State Capitol, Room 306
415 South Beretania St.
Honolulu Hl 96813

Written testimony for Finance committee, February 27'", 10am, Agenda 1, item 1

23 February 2008

Dear Representative Oshiro:

Re: Support of HB2540 , Relating to income tax and general excise tax exemption for
companies that provide potable water and are exempt under section 501(c) 12 of the
IRC, and collect at least 85% of their income from members for the sole purpose of
meeting losses and expenses.

I, as a member of Napu'u Water Inc., a Hawaii nonprofit-member corporation formed
pursuant to Hawaii Revised Statutes Section 414D for the sole purpose of ensuring the
availability of water to the rural communities known as Pu’uwa'awa’a, Puuanahulu and
Puu Lani Ranch on the Island of Hawalii, and exempt under Internal Revenue Code
Section 501(c) (12), urge you and the members of the House Finance Committee to
support HB 2540.

HB 2540, if adopted, would exempt nonprofit organizations from Hawaii income tax and
general excise tax if they are exempt for federal income tax purposes under internal
Revenue Code Section 501(c) (12).

Internal Revenue Code Section 501(c) (12) provides federal income tax exemption for
benevolent iife insurance associations of a purely local character, mutual ditch or
irrigation companies, mutual or cooperative telephone companies, electric companies, or
“like organizations”. The purpose of an Internal Revenue Code Section 501{c) (12)
organization is to provide certain services {o its members at the lowest possible cost. To
qualify for and maintain exemption under the Code Section, a cooperative must receive
85 percent or more of its income each year from members. The income must be

collected solely to meet the cooperative’s losses and expenses.



| urge you and the members of the House Finance Committee to support HB 2540 for

the following reasons:

= [nternal Revenue Code Section 501(c) (12) organizations, such as Napu’u Water,
Inc., provide an invaluable service to their members, which are generally in rural

communities, at cost.

= Internal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water,
Inc., relieve the government from the burden of providing such services to rural

and outlying communities.

= The State of Hawaii has adopied all of the provisions of internal Revenue Code
Section 501, except for Code Sections 501(c) (12), (15), and (186).

= The adoption of HB 2540 would bring about a fair and equitable State tax resuit
for all federally tax exempt nonprofit organizations, under Internal Revenue Code
Section 501(c), situated in the State of Hawaii.

= The adoption of HB 2540 would not significantly impact tax revenues to the State

of Hawaii.

For these reasons, | strongly urge you to support the passage of HB 2540. | appreciate
this opportunity to submit written testimony. if you or any member of the House Finance
Committee has any questions, please feel free to contact me.

f.0. Rov 6130
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Representative Marcus R. Oshiro
Finance Committee Chair

Hawaii State Capitol, Room 306
415 South Beretania St.
Honolulu Hi 96813

Written testimony for Finance committee, February 27", 10am, Agenda 1, item 1

23 February 2008

Dear Representative Oshiro:

Re: Support of HB2540 , Relating to income tax and general excise tax exemption for
companies that provide potable water and are exempt under section 501(c) 12 of the
IRC, and collect at least 85% of their income from members for the sole purpose of
meeting losses and expenses.

I, as a member of Napu’'u Water Inc., a Hawaii nonprofit-member corporation formed
pursuant to Hawaii Revised Statutes Section 414D for the sole purpose of ensuring the
availability of water to the rural communities known as Puuwa’awa’a, Puuanahulu and
Puu Lani Ranch on the Island of Hawaii, and exempt under Internal Revenue Code
Section 501(c) (12), urge you and the members of the House Finance Committee to

support HB 2540.

HB 2540, if adopted, would exempt nonprofit organizations from Hawaii income tax and
general excise tax if they are exempt for federal income tax purposes under Internal
Revenue Code Section 501(c) (12).

internal Revenue Code Section 501(c) (12) provides federal income tax exemption for
benevolent life insurance associations of a purely local character, mutual ditch or
irrigation companies, mutual or cooperative telephone companies, electric companies, or
“like organizations”. The purpose of an Internal Revenue Code Section 501(c) (12)
organization is to provide certain services to its members at the lowest possible cost. To
qualify for and maintain exemption under the Code Section, a cooperative must receive
85 percent or more of its income each year from members. The income must be

collected solely to meet the cooperative’s losses and expenses.



| urge you and the members of the House Finance Committee to support HB 2540 for

the following reasons:

» |nternal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water,
Inc., provide an invaluable service to their members, which are generally in rural

communities, at cost.

= |nternal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water,
Inc., relieve the government from the burden of providing such services to rural

and outlying communities.

= The State of Hawaii has adopted all of the provisions of internal Revenue Code
Section 501, except for Code Sections 501(c) (12), (15), and (186).

= The adoption of HB 2540 would bring about a fair and equitable State tax result
for all federally tax exempt nonprofit organizations, under Internal Revenue Code
Section 501(c), situated in the State of Hawaii.

= The adoption of HB 2540 would not significantly impact tax revenues to the State

of Hawaii.
For these reasons, | strongly urge you to support the passage of HB 2540. | appreciate

this opportunity to submit written testimony. If you or any member of the House Finance

Committee has any questions, please feel free to contact me.

Respecifully submitted, W{
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Representative Marcus R. Oshiro
Finance Committee Chair

Hawaii State Capitol, Room 306
415 South Beretania St.
Honolulu HI 96813

Written testimony for Finance committee, February 27", 10am, Agenda 1, item 1

23 February 2008

Dear Representative Oshiro:

Re: Support of HB2540 , Relating to income tax and general excise tax exemption for
companies that provide potable water and are exempt under section 501(c) 12 of the
IRC, and collect at least 85% of their income from members for the sole purpose of
meeting losses and expenses.

I, as a member of Napu'u Water Inc., a Hawaii nonprofit-member corporation formed

pursuant to Hawaii Revised Statutes Section 414D for the sole purpose of ensuring the
availability of water to the rural communities known as Pu’uwa’awa’a, Puuanahulu and
Puu Lani Ranch on the Island of Hawaii, and exempt under Internal Revenue Code
Section 501(c) (12), urge you and the members of the House Finance Committee to
support HB 2540.

HB 2540, if adopted, would exempt nonprofit organizations from Hawaii income tax and
general excise tax if they are exempt for federal income tax purposes under Internal
Revenue Code Section 501(c) (12).

Internal Revenue Code Section 501(c) (12) provides federal income tax exemption for
benevolent life insurance associations of a purely local character, mutual ditch or
irrigation companies, mutual or cooperative telephone companies, electric companies, or
“like organizations”. The purpose of an Internal Revenue Code Section 501(c) (12)
organization is to provide certain services to its members at the lowest possible cost. To
qualify for and maintain exemption under the Code Section, a cooperative must receive
85 percent or more of its income each year from members. The income must be

collected solely to meet the cooperative’s losses and expenses.



I urge you and the members of the House Finance Committee to support HB 2540 for

the following reasons:

s Internal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water,
Inc., provide an invaluable service to their members, which are generally in rural

communities, at cost.

= Internal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water,
Inc., relieve the government from the burden of providing such services to rural

and outlying communities.

» The State of Hawaii has adopted all of the provisions of Internal Revenue Code
Section 501, except for Code Sections 501(c) (12), (15), and (16).

» The adoption of HB 2540 would bring about a fair and equitable State tax resuit
for all federally tax exempt nonprofit organizations, under Internal Revenue Code
Section 501(c), situated in the State of Hawaii.

= The adoption of HB 2540 would not significantly impact tax revenues to the State

of Hawaii.

For these reasons, | strongly urge you to support the passage of HB 2540. | appreciate
this opportunity to submit written testimony. If you or any member of the House Finance
Committee has any questions, please feel free to contact me.

Respectfull bmitted "
Respectiuly ybmited,
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Representative Marcus R. Oshiro
Finance Committee Chair

Hawaii State Capitol, Room 306
415 South Beretania St.
Honolulu HI 96813

Written testi_mony for Finance committee, February 27™ 10am, Agenda 1, item 1

23 February 2008

Dear Representative Oshiro:

Re: Support of HB2540 , Relating to income tax and general excise tax exemption for
companies that provide potable water and are exempt under section 501(c) 12 of the
IRC, and collect at least 85% of their income from members for the sole purpose of
meeting losses and expenses.

I, as a member of Napu'u Water Inc., a Hawaii nonprofit-member corporation formed
pursuant to Hawaii Revised Statutes Section 414D for the sole purpose of ensuring the
availability of water to the rural communities known as Pu’'uwa’'awa’a, Puuanahulu and
Puu Lani Ranch on the lsland of Hawaii, and exempt under Internal Revenue Code
Section 501(c) (12), urge you and the members of the House Finance Commitiee to
support HB 2540.

HB 2540, if adopted, would exempt nonprofit organizations from Hawaii income tax and
general excise tax if they are exempt for federal income tax purposes under Internal
Revenue Code Section 501(c) (12).

Internal Revenue Code Section 501(c) (12) provides federal income tax exemption for
benevolent life insurance associations of a purely local character, mutual ditch or
irrigation companies, mutual or cooperative telephone companies, electric companies, or
“like organizations”. The purpose of an Intermnal Revenue Code Section 501(c) (12)
organization is to provide certain services to its members at the lowest possible cost. To
qualify for and maintain exemption under the Code Section, a cooperative must receive
85 percent or more of its income each year from members. The income must be
collected solely to meet the cooperative’s losses and expenses.



I urge you and the members of the House Finance Committee to support HB 2540 for

the following reasons:

* Internal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water,
Inc., provide an invaluable service to their members, which are generally in rural

communities, at cost.

= |nternal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water,
Inc., relieve the government from the burden of providing such services to rural

and outlying communities.

= The State of Hawaii has adopted all of the provisions of Internal Revenue Code
Section 501, except for Code Sections 501(c) (12), (15), and (16).

=  The adoption of HB 2540 would bring about a fair and equitable State tax result
for all federally tax exempt nonprofit organizations, under Internal Revenue Code
Section 501(c), situated in the State of Hawaii.

= The adoption of HB 2540 would not significantly impact tax revenues to the State

of Hawaii.

For these reasons, | strongly urge you to support the passage of HB 2540. | appreciate
this opportunity to submit written testimony. If you or any member of the House Finance

Committee has any questions, please feel free to contact me.

Respectfully submitted,



Representative Marcus R. Oshiro
Finance Committee Chair

Hawaii State Capitol, Room 306
415 South Beretania St.
Honolulu HI 96813

Written testimony for Finance committee, February 27", 10am, Agenda 1, item 1

23 February 2008

Dear Representative Oshiro:

Re: Support of HB2540 , Relating to income tax and general excise tax exemption for
companies that provide potable water and are exempt under section 501(c) 12 of the
IRC, and collect at least 85% of their income from members for the sole purpose of
meeting losses and expenses.

I, as a member of Napu’u Water Inc., a Hawaii nonprofit-member corporation formed
pursuant to Hawaii Revised Statutes Section 414D for the sole purpose of ensuring the
availability of water to the ruran communities known as Pu’uwa’awa’a, Puuanahulu and
Puu Lani Ranch on the Island of Hawaii, and exempt under Internal Revenue Code
Section 501(c) (12), urge you and the members of the House Finance Committee to
support HB 2540.

HB 2540, if adopted, would exempt nonprofit organizations from Hawaii income tax and
general excise tax if they are exempt for federal income tax purposes under Internal
Revenue Code Section 501(c) (12).

Internal Revenue Code Section 501(c) (12) provides federal income tax exemption for
benevolent life insurance associations of a purely local character, mutual ditch or
irrigation companies, mutual or cooperative telephone companies, electric companies, or
“like organizations”. The purpose of an Internal Revenue Code Section 501(c) (12)
organization is to provide certain services to its members at the lowest possible cost. To
qualify for and maintain exemption under the Code Section, a cooperative must receive
85 percent -or more of its income each year from members. The income must be

collected solely to meet the cooperative’s losses and expenses.



| urge you and the members of the House Finance Committee to support HB 2540 for

the following reasons:

* Internal Revenue Code Section 501(c) (12) organizations, such as Napu’u Water,
Inc., provide an invaluable service to their members, which are generally in rural

communities, at cost.

» [nternal Revenue Code Section 501(c) (12) organizations, such as Napu’u Water,
Inc., relieve the government from the burden of providing such services to rural

and outlying communities.

= The State of Hawaii has adopted all of the provisions of Internal Revenue Code
Section 501, except for Code Sections 501(c) (12), (15), and (16).

» The adoption of HB 2540 would bring about a fair and equitable State tax result
for all federally tax exempt nonprofit organizations, under Internal Revenue Code

Section 501(c), situated in the State of Hawaii.

= The adoption of HB 2540 would not significantly impact tax revenues to the State

of Hawaii.

For these reasons, | strongly urge you to support the passage of HB 2540. | appreciate
this opportunity to submit written testimony. If you or any member of the House Finance

Committee has any questions, please feel free to contact me.

Respectfully submitted,

Thomas C. Scheetz
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Representative Marcus R. Oshiro
Finance Committee Chair

Hawaii State Capitol, Room 306
415 South Beretania St.
Honolulu Hi 96813

Deborab Goodwih

Written testimony for Finance committee, February 27", 10am, Agenda 1, item 1

25 February 2008

Dear Representative Oshiro:

Re: Support of HB2540 , Relating to income tax and general excise tax exemption for
companies that provide potable water and are exempt under section 501(c) 12 of the
IRC, and collect at ieast 85%%: of their income from miembears for the sole purpose i
nieeting losses and expenses.

I, as a member of Napu'u Water Inc., a Hawaii nonprofit-member corporation formed
pursuant to Hawaii Revised Statutes Section 414D for the sole purpose of ensuring the
availability of water to the rural communities known as Pu’uwa’awa’a, Puuanahulu and
Puu Lani Ranch on the Island of Hawaii, and exempt under Internal Revenue Code
Section 501(c) (12), urge you and the members of the House Finance Committee to
support HB 2540.

HB 2540, if adopted, would exempt nonprofit organizations from Hawaii income tax and
general excise tax if they are exempt for federal income tax purposes under Internal
Revenue Code Section 501(c) (12).

Internal Revenue Code Section 501(c) (12) provides federal income tax exemption for
benevolent life insurance associations of a purely local character, mutual ditch or
irrigation companies, mutual or cooperative telephone companies, electric companies, or
“like organizations”. The purpose of an Internal Revenue Code Section 501(c) (12)
organization is to provide certain services to its members at the lowest possible cost. To
qualify for and maintain exemption under the Code Section, a copperative must receive
85 percent or more of its income each year from members, The income must be

coliected solely to meet the gooperative's losses and expenses.



I urge you and the members of the House Finance Committee to support HB 2540 for

the following reasons:

= Internal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water,
Inc., provide an invaluable service to their members, which are generally in rural

communities, at cost.

» |nternal Revenue Code Section 501(c) (12) organizations, such as Napu’u Water,
Inc., relieve the government from the burden of providing such services to rural

and outlying communities.

= The State of Hawaii has adopted all of the provisions «* Internai Revenue Code

N

_ Section 501, except for Code Sections 501(c) (12}, {155, 2nd (18). ~ T .

« The adoption of HB 2540 would bring about a fair and equitable State tax result
for all federally tax exempt nonprofit organizations, under Internal Revenue Code
Section 501(c), situated in the State of Hawaii.

* The adoption of HB 2540 would not significantly impact tax revenues to the State

of Hawaii.

For these reasons, | strongly urge' you to suppo!rt the passage of HB 2540. | appreciate _.__
this opportunity to submit written testimony. If you or any member of the House Finance

Committee has any guestions, please feel free to contact me.

Réspectfu”y submitted,

(586

Deborah Goodwin

71-1637 Puu Lani Drive #24
Kailua Kona, Hawaii 96740
808.325.2308
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| urge you and the members of the House Finance Committee to support HB 254/} for

the following reasons:

» [ntemal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water,
Inc., provide an invaluable service to their members, which are generally in irural

communities, at cost.

= Intermal Revenue Code Section 501(c) (12) organizations, such as Napu’u Water,
Inc., relieve the government from the burden of providing su_ch services to rural

and outlying communities.

* The State of Hawaii has adopted all of the provisions of Intemal Revenue Code
Section 501, except for Code Sections 501(c) (12), (15), and (16).

The adoption of HB 2540 would bring about a fair and equitable State tax result
for all federally tax exempt nonprofit organizations, under Internal Revenue Code
Section 501(c), situated in the State of Hawaii.

= The adoption of HB 2540 would not significantly impact tax revenues to the State
of Hawaii.

For these reasons, | strongly urge you to support the passage of HB 2540. | appretiate
this opportunity to submit written testimony. If you or any member of the House Finiince
Committee has ;ni‘quesﬁons, please feel free to contact me.

Respecﬁuﬂy sw)ryﬂed

Mlchaei 7.1 Sﬁe { Hamiton —————on
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Representative Marcus R. Oshiro
Finance Committee Chair

Hawaii State Capitol, Room 306
415 South Beretania St.
Honolulu HI 96813

Written testimony for Finance committee, February 27", 10am, Agenda 1, item 1

25 February 2008

Dear Representative Oshiro:

Re: Support of HB2540 , Relating to income tax and general excise tax exemption far
companies that provide potable water and are exempt under section 501(c) 12 of the
IRC, and collect at least 85% of their income from members for the sole purpose of
meeting losses and expenses.

We, as members of Napu'u Water Inc., a Hawaii nonprofit-member corporation
formed pursuant to Hawaili Revised Statutes Section 414D for the sole purpose of
ensuring the availability of water to the rural communities known as Pu’'uwa’awa’a,
Puuvanahulu and Puu Lani Ranch on the Island of Hawaii, and exempt under Internal
Revenue Code Section 501(c) (12), urge you and the members of the House Finance
Committee to support HB 2540.

HB 2540, if adopted, would exen';pt nonprofit organizations from Hawaii income tax and -

 general excise tax if they are exempt for federal income tax purposes under Internal
-Revenue Caode Section 501(c) (12).

Internal Revenue Code Section 501(c) (12) provides federal income tax exemption for
benevolent life insurance associations of a purely local character, mutual ditch or
imigation companies, mutual or cooperative telephone companies, electric companies, or
“like organizations”. The purpose of an internal Revenue Code Section 501(c) (12)
organization is to provide certain services to its members at the lowest possible cost. To
qualify for and maintain exemption under the Code Section, a cooperative must receive
85 percent or more of its income each year from members. The income must be
collected solely to meet the cooperative’s losses and expenses.
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Wb urge you and the members of the House Finance Committee to support HB 2540 for

the following reasons:

= Internal Revenue Code Section 501(c) (12) organizations, such as Napu’'u Water,
Inc., provide an invaluable service to their members, which are generally in rural

communities, at cost.

= |nternal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water,
Inc., relieve the government from the burden of providing such services to rural

and outlying communities.

=  The State of Hawaii has adopted all of the provisions of Internal Revenue Code
Section 501, except for Code Sections 501(c) (12), (15), and (16).

= The adoption of HB 2540 would bring about a fair and equitable State tax result
for all federally tax exempt nonprofit organizations, under Intemal Revenue Code
Section 501(c), situated in the State of Hawaii.

= The adoption of HB 2540 would not significantly impact tax revenues to the State

of Hawaii.

I3

For these reasons, we strongly urge you to support the passage of HB 2540. We
appreciate this opportunity to submit written testimony. If you or any member of the

House Finance Committee has any questions, please feel free to contact us.

Respectfully submitted/@,,\___/a@_\ VY)Q/L?\MQIW ﬂ‘-ﬁﬁ .

James and Mary Helen Higgins
71-1644 Puu Napoo Drive #12 (lot #5)
Kailua-Kona Hl 86740

Phone: 808-325-7209
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FINtestimony

From: Mary Helen Higgins [bmamo@hawaiiantel.net]
Sent: Monday, February 25, 2008 1:22 PM

To: FINtestimony

Subject: Support for HB2540

Representative Marcus R. Oshiro
Finance Committee Chair

Hawaii State Capitol, Room 306
415 South Beretania St.
Honolulu HI 96813

Written testimony for Finance committee, February 27, 10am, Agenda 1, item 1

23 February 2008

Dear Representative Oshiro:

Re: Support of HB2540 , Relating to income tax and general excise tax exemption for companies that
provide potable water and are exempt under section 501(c) 12 of the IRC, and collect at least 85% of
their income from members for the sole purpose of meeting losses and expenses.

We, as members of Napu'u Water Inc., a Hawaii nonprofit-member corporation formed pursuant to
Hawaii Revised Statutes Section 414D for the sole purpose of ensuring the availability of water to the
rural communities known as Pu’uwa’awa’a, Puuanahulu and Puu Lani Ranch on the Island of Hawaii,
and exempt under Internal Revenue Code Section 501(c) (12), urge you and the members of the
House Finance Committee to support HB 2540.

HB 2540, if adopted, would exempt nonprofit organizations from Hawaii income tax and general excise
tax if they are exempt for federal income tax purposes under Internal Revenue Code Section 501(c)
(12).

Internal Revenue Code Section 501(c) (12) provides federal income tax exemption for benevolent life
insurance associations of a purely local character, mutual ditch or irrigation companies, mutual or
cooperative telephone companies, electric companies, or “like organizations”. The purpose of an
Internal Revenue Code Section 501(c) (12) organization is to provide certain services to its members at
the lowest possible cost. To qualify for and maintain exemption under the Code Section, a cooperative
must receive 85 percent or more of its income each year from members. The income must be collected

solely to meet the cooperative’s losses and expenses.

We urge you and the members of the House Finance Committee to support HB 2540 for the following

2/25/2008
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reasons:

» Internal Revenue Code Section 501(c) (12) organizations, such as Napu’u Water, Inc., provide an
invaluable service to their members, which are generally in rural communities, at cost.

» Internal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water, Inc., relieve the
government from the burden of providing such services to rural and outlying communities.

s The State of Hawaii has adopted all of the provisions of Internal Revenue Code Section 501,
except for Code Sections 501(c) (12), (15), and (16).

» The adoption of HB 2540 would bring about a fair and equitable State tax result for all federally
tax exempt nonprofit organizations, under Internal Revenue Code Section 501(c), situated in the
State of Hawaii.

= The adoption of HB 2540 would not significantly impact tax revenues to the State of Hawaii.

For these reasons, we strongly urge you to support the passage of HB 2540. We appreciate this
opportunity fo submit written testimony. If you or any member of the House Finance Committee has
any questions, please feel free to contact us at 808-325-7209.

Respectfully submitted,

James and Mary Helen Higgins
71-1644 Puu Napoo Dr #12 (Lot#5)
Kailua-Kona HI 96740

2/25/2008



Representative Marcus R. Oshiro
Finance Committee Chair

Hawaii State Capitol, Room 306
415 South Beretania St.
Honolulu HI 96813

Written t_estimony for Finance committee, February 27" 10am, Agenda 1, item 1

23 February 2008

Dear Representative Oshiro:

Re: Support of HB2540 , Relating to income tax and general excise tax exemption for
companies that provide potable water and are exempt under section 501(c) 12 of the
IRC, and collect at least 85% of their income from members for the sole purpose of
meeting losses and expenses.

I, as a member of Napu’'u Water Inc., a Hawaii nonprofit-member corporation formed
pursuant to Hawaii Revised Statutes Section 414D for the sole purpose of ensuring the
availability of water to the rural communities known as Pu’uwa’awa’a, Puuanahulu and
Puu Lani Ranch on the lIsland of Hawaii, and exempt under Internal Revenue Code
Section 501(c) (12), urge you and the members of the House Finance Committee to
support HB 2540.

HB 2540, if adopted, would exempt nonprofit organizations from Hawaii income tax and
general excise tax.if they are exempt for federal income tax purposes under Internal
Revenue Code Section 501(c) (12).

Internal Revenue Code Section 501(c) (12) provides federal income tax exemption for
benevolent life insurance associations of a purely local character, mutual ditch or
irrigation companies, mutual or cooperative telephone companies, electric companies, dr
“like organizations”. The purpose of an Internal Revenue Code Section 501(c) (12)
organization is to provide certain services to its members at the lowest possible cost. To
qualify for and maintain exemption under the Code Section, a cooperative must receive
85 percent or more of its income each year from members. The income must be

collected solely to meet the cooperative’s losses and expenses.



| urge you and the members of the House Finance Committee to support HB 2540 for

the following reasons:

= Internal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water,
Inc., provide an invaluable service to their members, which are generally in rural

communities, at cost.

* Internal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water,
Inc., relieve the government from the burden of providing such services to rural

and outlying communities.

= The State of Hawaii has adopted all of the provisions of Internal Revenue Code
Section 501, except for Code Sections 501(c) (12), (15), and (16).

= The adoption of HB 2540 would bring about a fair and equitable State tax resuit
for all federally tax exempt nonprofit organizations, under Internal Revenue Code

Section 501(c), situated in the State of Hawaii.

= The adoption of HB 2540 would not significantly impact tax revenues to the State

of Hawaii.

For these reasons, | strongly urge you to support the passage of HB 2540. | appreciate
this opportunity to submit written testimony. If you or any member of the House Finance

Committee has any questions, please feel free to contact me.

Respectfully submitted,
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Representative Marcus R. Oshiro
Finance Committee Chair

Hawaii State Capitol, Room 306
415 South Beretania St.

Honolulu HI 96813

Written testimony for Finance committee, February 27", 10am, Agenda 1, item 1

23 February 2008

Dear Representative Oshiro:

Re: Support of HB2540 , Relating to income tax and general excise tax exemption for
companies that provide potable water and are exempt under section 501{c) 12 of the
IRC, and collect at least 85% of their income from members for the sole purpose of
meeting losses and expenses.

I, as a member of Napu’u Water Inc., a Hawaii nonprofit-member corporation formed
pursuant to Hawaii Revised Statutes Section 414D for the sole purpose of ensuring the
availability of water to the rural communities known as Puuwa’awa’a, Puuanahuly and
Puu Lani Ranch on the {siand of Hawaii, and exempt under Internal Revenue Code

Section 501(c) (12), urge you and the members of the House Finance Commitiee to

support HB 2540.

¢

HB 2540, if adopted, would exempt nenprofit organizations from Hawaii income tax and
general excise tax if they are exempt for federal income tax purposes under Internal

Revenue Code Section 501(c) (12).

Internal Revenue Code Section 501{c) (12) provides federal income tax exemption for
benevolent life insurance associations of a purely local character, mutual ditch or
irrigation companies, mutual or cooperative telephone companies, electric companies, or
“like organizations™. The purpose of an Internal Revenue Code Section 501(c) (12)
organization is to provide certain services to its members at the lowest possible-'cost. To
qualify for and maintain exemption under the Code Section, a cooperative must receive
B5 percent or more of its income each year from members. The income must be

collected solely to meet the cooperative’s losses and expenses.
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| urge you and the members of the House Finance Committee to support HB 2540 for

the following reasons:

* Internal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water,
Inc., provide an invaluable service to their members, which are generally in rural

communities, at cost.

= Internal Revenue Code Secticn 501(c) (12) organizations, such as Napu'u Water,

Inc., relieve the government from the burden of providing such services to rural

and outlying communities.

= The State of Hawaii has adapted all of the provisions of Internal Revenue Code
Section 501, except for Code Sections 501 (c) (12), (15), and (186).

» The adoption of HB 2540 would bring about a fair and equitable State tax result
for all federally tax exempt nonprofit organizations, under Internal Revenue Code

Section 501(c), situated in the State of Hawaii.

» The adoption of HB 2540 would not significantly impact tax revenues to the State

of Hawaii.

¢

For these reasons, | strongly urge you to support the passage of HB 2540. | appreciate
this opportunity to submit written testimony. If you or any member of the House Finance
Committee has any questions, please feel free to contact me.

Respectfully submitted,

o g



Representative Marcus R. Oshiro
Finance Committee Chair

Hawaii State Capitol, Room 306
415 South Beretania St.

Honolulu HI 96813

Written testimony for Finance committee, February 27", 10am, Agenda 1, item 1

23 February 2008

Dear Representative Oshiro:

Re: Support of HB2540 , Relating to income tax and general excise tax exemption for
companies that provide potable water and are exempt under section 501(c) 12 of the
IRC, and collect at least 85% of their income from members for the sole purpose of
meeting losses and expenses.

I, as a member of Napu’u Water Inc., a Hawaii nonprofit-member corporation formed
pursuant to Hawaii Revised Statutes Section 414D for the sole purpose of ensuring the
availability of water to the rural communities known as Pu'uwa’awa’a, Puuanahulu and
Puu Lani Ranch on the lIsland of Hawaii, and exempt under Internal Revenue Code
Section 501(c) (12), urge you and the members of the House Finance Committee to
support HB 2540.

HB 2540, if adopted, would exempt nonprofit organizations from Hawaii income tax and
general excise tax if they are exempt for federal income tax purposes under Internal
Revenue Code Section 501(c) (12).

Internal Revenue Code Section 501(c) (12) provides federal income tax exemption for
benevolent life insurance associations of a purely local character, mutual ditch or
irrigation companies, mutual or cooperative telephone companies, electric companies, or
“like organizations”. The purpose of an Internal Revenue Code Section 501(c) (12)
organization is to provide certain services to its members at the lowest possible cost. To
qualify for and maintain exemption under the Code Section, a cooperative must receive
85 percent or more of its income each year from members. The income must be

collected solely to meet the cooperative’s losses and expenses.



| urge you and the members of the House Finance Committee to support HB 2540 for

the following reasons:

* |nternal Revenue Code Section 501(c) (12) organizations, such as Napu’u Water,

Inc., provide an invaluable service to their members, which are generally in rural

communities, at cost.

= |nternal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water,
Inc., relieve the government from the burden of providing such services to rural

and outlying communities.

* The State of Hawaii has adopted all of the provisions of Internal Revenue Code
Section 501, except for Code Sections 501(c) (12), (15), and (16).

» The adoption of HB 2540 would bring about a fair and equitable State tax result
for all federally tax exempt nonprofit organizations, under Internal Revenue Code

Section 501(c), situated in the State of Hawaii.

= The adoption of HB 2540 would not significantly impact tax revenues to the State

of Hawaii.

For these reasons, | strongly urge you to support the passage of HB 2540. | appreciate
this opportunity to submit written testimony. If you or any member of the House Finance

Committee has any questions, please feel free to contact me.

Respectfully submitted,
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Representative Marcus R. Oshiro
Finance Committee Chair

Hawaii State Capitol, Room 306
415 South Beretania St.

Honotulu HI 96813

Written testimony for Finance committee, February 27", 10am, Agenda 1, item 1

23 February 2008

Dear Representative Oshiro:

Re: Support of HB2540 , Relating to income tax and general excise tax exemption for
companies that provide potable water and are exempt under section 501(c) 12 of the
IRC, and collect at least 85% of their income from members for the sole purpose of
meeting losses and expenses.

1, as a member of Napu'u Water Inc., 2 Hawaii nonprofit-member corporation formed
pursuant to Hawaii Revised Statutes Section 414D for the sole purpose of ensuring the
availability of water to the rural communities known as Pu’uwa’awa’a, Puuanahulu and
Puu Lani Ranch on the Island of Hawaii, and exempt under Internal Revenue Code
Section 501(c) (12), urge you and the members of the House Finance Committee to

support HB 2540.

HB 2540, if adopted, would exempt nonprofit organizations from Hawaii income tax and
general excise tax if they are exempt for federal income tax purposes under Internal
Revenue Code Section 501(c) (12).

internal Revenue Code Section 501(¢) (12) provides federal income tax exemption for
benevolent life insurance associations of a purely local character, mutual ditch or
irrigation companies, mutual or cooperative telephone companies, electric companies, or
“like organizations”. The purpose of an Internal Revenue Code Section 501(c) (12)
organization is to provide certain services to its members at the lowest possible cost. To
qualify for and maintain exemption under the Code Section, a cooperative must receive
85 percent or more of its income each year from members. The income must be

collected solely to meet the cooperative’s losses and expenses.



| urge you and the members of the House Finance Committee {o support HB 2540 for

the following reasons:

= Internal Revenue Code Section 501(c) (12) organizations, such as Napu’u Water,
Inc., provide an invaluable service to their members, which are generally in rural

communities, at cost.

= |nternal Revenue Code Section 501(c) (12) organizations, such as Napu’'u Water,
Inc., relieve the government from the burden of providing such services to rural

and outlying communities.

= The State of Hawaii has adopted all of the provisions of internal Revenue Code
Section 501, except for Code Sections 501(c) (12), (15), and (16).

= The adoption of HB 2540 would bring about a fair and equitable State tax result
for all federally tax exempt nonprofit organizations, under Internal Revenue Code
Section 501(c), situated in the State of Hawaii.

= The adoption of HB 2540 would not significantly impact tax revenues to the State

of Hawaii.

For these reasons, | strongly urge you to support the passage of HB 2540. | appreciate
this opportunity to submit written testimony. If you or any member of the House Finance

Committee has any questions, please feel free to contact me.

Respectiully submitted,
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Representative Marcus R. Oshiro
Finance Committee Chair

Hawaii State Capitol, Room 308
415 South Beretania St.
Honolulu Hi 96813

Written testimony for Finance committee, February 27, 10am, Agenda 1, item 1

23 February 2008

Dear Representative Oshiro:

Re: Support of HB2540 , Relating to income tax and general excise tax exemption for
companies that provide potable water and are exempt under section 501(c) 12 of the
IRC, and collect at least 85% of their income from members for the sole purpose of
meeting losses and expenses.

I, as a member of Napu'u Water Inc., a Hawaii nonprofit-member corporation formed
pursuant to Hawaii Revised Statutes Section 414D for the sole purpose of ensuring the
availability of water to the rural communities known as Pu'uwa’awa’a, Puuanahuiu and
Puu Lani Ranch on the Island of Hawaii, and exempt under Internal Revenue Code
Section 501(c) (12), urge you and the members of the House Finance Commiittee to
support HB 2540.

HB 2540, if adopted, would exempt nonprofit organizations from Hawaii income tax and
general excise tax if they are exempt for federal income tax purposes under Iniernal
Revenue Code Section 501(c) (12).

Internal Revenue Code Section 501(c) (12) provides federal income tax exemption for
benevolent life insurance associations of a purely local character, mutual ditch or
irfigation companies, mutual or cooperative telephone companies, electric companies, or
“like organizations”. The purpose of an Internal Revenue Code Section 501{c} (12)
organization is to provide certain services to its members at the lowest possible cost. To
qualify for and maintain exemption under the Code Section, a cooperative must receive
85 percent or more of its income each year from members. The income must be

collected solely to meet the cooperative’s losses and expenses.



| urge you and the members of the House Finance Committee to support HB 2540 for

the following reasons:

= Internal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water,
Inc., provide an invaluable service to their members, which are generally in rural

communities, at cost.

= Internal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water,
Inc., relieve the government from the burden of providing such services to rural

and outlying communities.

= The State of Hawaii has adopted all of the provisions of internal Revenue Code
Section 501, except for Code Sections 501(c) (12), (15), and (186).

=  The adoption of HB 2540 would bring about a fair and equitable State tax result
for all federally tax exempt nonprofit organizations, under internal Revenue Code
Section 501(c), situated in the State of Hawaii.

=  The adoption of HB 2540 would not significantly impact tax revenues to the State

of Hawaii.

For these reasons, | strongly urge you to support the passage of HB 2540. | appreciate
this opportunity to submit written testimony. If you or any member of the House Finance

Committee has any questions, please feel free to contact me.

ectfully submitted,
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From: Stephen and Cathleen Rickard [scrick@hawaiiantel.net]
Sent:  Tuesday, February 26, 2008 7:34 AM

To: FINtestimony

Subject: In suppoert of HB2540

Representative Marcus R. Oshiro
Finance Committee Chair

Hawaii State Capitol, Room 306
415 South Beretania St.
Honolulu Hi 96813

Written testimony for Finance committee, February 27th, 10am, Agenda 1, item 1

23 February 2008

Dear Representative Oshiro:

Re: Support of HB2540 , Relating to income tax and general excise tax exemption for companies that provide potable water and are exempt under
section 501(c) 12 of the IRC, and collect at least 85% of their income from members for the sole purpose of meeting losses and expenses.

1, as a member of Napu'u Water Inc., a Hawaii nonprofit-member corporation formed pursuant to Hawaii Revised Statutes Section 414D for the sole
purpose of ensuring the availability of water to the rural communities known as Pu'uwa'awa'a, Puuanahulu and Puu Lani Ranch on the Island of
Hawaii, and exempt under Internal Revenue Code Section 501(c) (12), urge you and the members of the House Finance Committee to support HB
2540.

HB 2540, if adopted, would exempt nonprofit organizations from Hawaii income tax and general excise tax if they are exempt for federal income tax
purposes under Internal Revenue Code Section 501(c) (12).

Internal Revenue Code Section 501(c) (12) provides federal income tax exemption for benevolent life insurance associations of a purely local
character, mutual ditch or irrigation companies, mutual or cooperative telephone companies, electric companies, or "like organizations”. The purpose
of an Internal Revenue Code Section 501(c) (12) organization is to provide certain services to its members at the lowest possible cost. To qualify for
and maintain exemption under the Code Section, a cooperative must receive 85 percent or more of its income each year from members. The income
must be collected solely to meet the cooperative's losses and expenses.

| urge you and the members of the House Finance Committee to support HB 2540 for the following reasons:

€ Internal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water, Inc., provide an invaluable service to their members, which are
generally in rural communities, at cost.

< Internal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water, Inc., relieve the government from the burden of providing such
services to rural and outlying communities.

€ The State of Hawaii has adopted all of the provisions of Internal Revenue Code Section 501, except for Code Sections 501(c) (12), (15), and (16).

¢« The adoption of HB 2540 would bring about a fair and equitable State tax result for all federally tax exempt nonprofit organizations, under Internal
Revenue Code Section 501(c), situated in the State of Hawaii.

€ The adoption of HB 2540 would not significantly impact tax revenues to the State of Hawaii.

For these reasons, | strongly urge you to support the passage of HB 2540. | appreciate this opportunity to submit written testimony. If you or any
member of the House Finance Committee has any questions, please feel free to contact me.

Respectfully submitted,

Stephen C. Rickard
71-1688 Puu Napoo Drive, #8
Kailua-Kona, HI 96740

2/26/2008
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Representative Marcus R. Oshiro
Finance Committee Chair
Hawaii State Capitol, Room 306
415 South Beretania St.
Honolulu Hl 96813

Written testimony for Finance committee, February 27", 10am, Agenda 1, item 1

23 February 2008

Dear Representative Oshiro:

Re: Support of HB2540 | Relating to incainz tox and nansial excire tax exemntion for
oo cparies thal provide poiabie waler and are - - ampt unger ssclion 507770 L7 0 g
JRC, and coiiect at least 85% of their income fiom mmembars ior the sole purpose of
meeting losses and expenses.

e

|, as a member of Napu'u Water Inc., a Hawaii nonprofit-member corporation formed

- pursuant to Hawaii Revised Statutes Section 414D for the sole purpose of ensuring the

availability of water to the rural communities known as Pu'uwa’awa’a, Puuanahulu and
Puu Lani Ranch on the Island of Hawaii, and exempt under Intemal Revenue Code
Sectlon 501(c) (12), urge y‘ou and the members of the House Finance Commitiee to
support HB 2540.

HB 2540, if adopted, would exempt nonprofit organizations from Hawaii income tax and

general excise tax if they are exempt for federal income tax purposes under intemal

_Revenue Code Section 501(c) (12).

Intemmal Revenue Code Section 501(c) (12) provides federal income tax exemption for
benevolent life insurance associations of a purely local character, mutual ditch or
irrigation companies, mutual or cooperative telephone companies, electric compan'ies, or
“like organizations”. The purpose of an Internal Revenue Code Section 501(c) (12)
organization is to provide certain services to its members at the lowest possible cost. To
qualify for and maintain exemption under the Code Section, a cooperative must receive
85 percent or more of its income each year from members. The income must be

collected solely to meet the cooperative's losses and expenses.
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| urge you and the members of the House Finance Committee to support HB 2540 for

the following reasons:

* Internal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water,
Inc., provide an invaluable service to their members, which are generally in rural

communities, at cost.

= Intemal Revenue Code Section 501(c) (12) organizations, such as Napu'u Water,

Inc., relieve the government from the burden of providing such services to rural

and outlying communities.

= The State of Hawaii has adopted 2!l of the picvisions of Intemal Revenue Code

~ Section 501, 2xcept for Code Sections 501(c) (12), (15), and (16).

» The adoption of HB 2540 would bring about a fair and equitable State tax résu!t
for all federally tax exempt nonprofit organizations, under Internal Revenue Code

Section 501{(c), situated in the State of Hawaii.

= The adoption of HB 2540 would not significantly impact tax revenues to the State

of Hawaii.

‘

For these reasons, | strongly urge you to support the passage of HB 2540. | éppreciate
this opportunity to submit written testimony. If you or any member of the House Finance

Committee has any questions, please feel free to contact me. '

Respectfully submitted,
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