PRI OR PRI NTER S NO. 1799 PRINTER S NO. 1969

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 1433 %%

| NTRODUCED BY HOLL, FUMO, MJSTO, CORMAN, GREENLEAF, LAVALLE AND
VENGER, MARCH 8, 1996

AS AVENDED ON THI RD CONSI DERATI ON, MAY 6, 1996
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AN ACT

Exenpting the issuance by a qualified charity of a qualified
charitable gift annuity fromregul ati on under insurance | aws.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. Short title.

This act shall be known and may be cited as the Charitable
G ft Annuity Exenption Act.

Section 2. Definitions.

The foll ow ng words and phrases when used in this act shal
have the neanings given to themin this section unless the
context clearly indicates otherw se:

"Qualified charitable gift annuity.” An annuity which:

(1) Qualifies as a "charitable gift annuity" under
section 501(m(5) of the Internal Revenue Code of 1986
(Public Law 99-514, 26, U.S.C. 8 501(m(5)) or any successor
provi si on.

(2) Contains in a witten agreenent substantially all of
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the foll ow ng provisions:

(i) *“The parties acknow edge that, as of the date
hereof, the fair market val ue of the property transferred
to (the qualified charity) is substantially in excess of
the fair market value of the annuity and that the
di fference between those values constitutes a gift by the
donor to (the qualified charity) for its charitable
pur poses. =

(i1i) =(The qualified charity) has advi sed the donor
that a charitable gift annuity is not designed primarily
as an investnent but rather as a charitable gift.=>

(tii) =“The prom se to pay the annuity is not
i nsurance under the |aws of Pennsylvania, is not subject
to regulation by the Insurance Departnent and is not
protected by any State guaranty fund or other protective
devi ce. =

(1'V) A STATEMENT AS TO VWHOM THE DONOR NMAY CONTACT TO
OBTAIN A COPY OF THE FOLLOW NG | NFORMATI ON:

(A) THE ORGANI ZATI ON' S STATUS UNDER SECTI ON

170(C) OF THE | NTERNAL REVENUE CODE OF 1986 (PUBLIC

LAW99-514, 26 U.S.C. §8 170(C)) OR ANY SUCCESSCR

PROVI SI ONS; AND

(B) FINANCI AL STATEMENTS FILED WTH A

GOVERNMENTAL AGENCY OR AUDI TED FI NANCI AL STATEMENTS

FROM THE CHARI TY SHON NG THAT THE CHARI TY HAS

UNRESTRI CTED AND UNENCUMBERED ASSETS I N THE FORM OF

CASH, CASH EQUI VALENTS OR PUBLI CLY- TRADED SECURI Tl ES

OF AT LEAST $100, 000 PLUS ONE- HALF OF THE PRI NCI PAL

VALUE OF ANY ANNUI TI ES | SSUED BY THE ORGANI ZATI ON AND

THEN I N EFFECT.
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1 (V) THE DATE THE QUALI FIED CHARITY ORI TS

2 PREDECESSOR CAME | NTO EXI STENCE, AND A STATEMENT THAT

3 QUALI FI ED CHARI TI ES MJUST HAVE BEEN | N EXI STENCE FOR AT

4 LEAST THREE YEARS

5 (VMI') A DESCRIPTION OF THE BASI S UPON WH CH THE

6 ORGANI ZATI ON QUALI FI ES AS A QUALI FI ED CHARI TY.

7 "Qualified charity.” An organization which on the date a

8 qualified charitable gift annuity is issued neets all of the

9 following criteria:

10 (1) |Is an organi zation described in section 170(c) of

11 the Internal Revenue Code of 1986 (Public Law 99-514, 26

12 U S.C. 8 170(c)) or any successor provision.

13 (2) Has been in continuous existence for at |east three
14 years or is the successor to or an entity controlled by such
15 or gani zati on.

16 (3) Has unrestricted and unencunbered assets in the form
17 of cash, cash equivalents or publicly traded securities of at
18 | east $100, 000 plus one-half of the principal value of any
19 annuities issued by the organization and then in effect.
20 (4) 1S ONE OF THE FOLLOWN NG TYPES OF ORGANI ZATI ONS:
21 (1) EDUCATI ONAL | NSTI TUTI ONS SUBJECT TO REGULATI ON
22 BY THE DEPARTMENT OF EDUCATI ON;
23 (1'l) HOSPI TALS SUBJECT TO REGULATI ON BY THE
24 DEPARTMENT OF HEALTH OR THE DEPARTMENT OF PUBLI C VELFARE
25 OR
26 (1'1'1) CHARI TABLE ORGANI ZATI ONS WHI CH ARE REQUI RED TO
27 OR DO FI LE A REGQ STRATI ON STATEMENT W TH THE DEPARTMENT
28 OF STATE UNDER THE PROVI SI ONS OF THE ACT OF DECEMBER 19,
29 1990 (P.L.1200, NO 202), KNOMW AS THE SOLI Cl TATI ON OF
30 FUNDS FOR CHARI TABLE PURPOSES ACT
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Section 3. Exenption fromregul ation.

The laws of this Conmonweal th regul ating i ssuance, including,
but not limted to, the act of May 17, 1921 (P.L.682, No.284),
known as The I nsurance Conpany Law of 1921, and the act of My
17, 1921 (P.L.789, No.285), known as The Insurance Depart nent
Act of 1921, shall not apply to the issuance by a qualified
charity of a qualified charitable gift annuity.

Section 4. Previously issued annuities.

A charitable gift annuity issued prior to the effective date
of this act shall be deened to be a qualified charitable gift
annuity if both of the follow ng conditions are net:

(1) The charitable gift annuity qualified as a
charitabl e contribution under the provisions of the Internal
Revenue Code of 1986 (Public Law 99-514, 26 U.S.C. 8 1 et
seq.) governing charitable deductions at the tinme the
charitable gift annuity was issued.

(2) The issuing organization was a qualified charity at
the tine the charitable gift annuity was issued or becones a
qualified charity within one year of the effective date of
this act.

Section 5. Effective date.

This act shall take effect in 60 days.
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