HOUSE AVENDED
PRI OR PRI NTER S NOS. 1799, 1969 PRINTER S NO. 2200

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 1433 %%

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

AS REPORTED FROM COWM TTEE ON | NSURANCE, HOUSE OF
REPRESENTATI VES, AS AMENDED, JUNE 26, 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.
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(2) Contains in a witten agreenent substantially all of
fol |l 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.

(i) (The qualified charity) has advised the donor
that a charitable gift annuity is not designed primarily
as an investnent but rather as a charitable gift.

(itii) The promse 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 THE PENNSYLVAN A
LI FE AND HEALTH | NSURANCE GUARANTY ASSCCI ATI ON UNDER
ARTI CLE XVI1 OF THE ACT OF MAY 17, 1921 (P.L.682,

NO 284), KNOMWN AS THE | NSURANCE COMPANY LAW CF 1921, or
ot her protective devi ce.

(iv) A statenent as to whomthe donor may contact to
obtain a copy of the follow ng infornmation:

(A) the organization's status under section

170(c) of the Internal Revenue Code of 1986 (Public

Law 99-514, 26 U.S.C. § 170(c)) or any successor

provi si ons; and

(B) financial statenents filed with a
government al agency or audited financial statenents
fromthe charity showi ng that the charity has

unrestricted and unencunbered assets in the form of
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1 cash, cash equivalents or publicly-traded securities
2 of at |east $100, 000 plus one-half of the principa

3 val ue of any annuities issued by the organi zation and
4 then in effect.

5 (v) The date the qualified charity or its

6 predecessor cane into existence, and a statenent that

7 qualified charities nmust have been in existence for at

8 | east three years.

9 (vi) A description of the basis upon which the

10 organi zation qualifies as a qualified charity.

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

12 qualified charitable gift annuity is issued neets all of the

13 following criteria:

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

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

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

17 (2) Has been in continuous existence for at |east three
18 years or is the successor to or an entity controlled by such
19 or gani zati on.
20 (3) Has unrestricted and unencunbered assets in the form
21 of cash, cash equivalents or publicly traded securities of at
22 | east $100, 000 plus one-half of the principal value of any
23 annuities issued by the organization and then in effect.
24 (4) |Is one of the follow ng types of organizations:
25 H)——educational institutions—subjecttoregulation <—

|

i

30 (1) EDUCATI ONAL | NSTI TUTI ONS, THE CURRI CULA OF WVHICH <—
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IN WHOLE OR I N PART ARE REG STERED W TH OR APPROVED BY
THE DEPARTMENT OF EDUCATI ON, ElI THER DI RECTLY OR BY
ACCEPTANCE OF ACCREDI TATI ON BY AN ACCREDI TI NG BODY
RECOGNI ZED BY THE DEPARTMENT OF EDUCATI ON, AND ANY
AUXI LI ARY ASSCOCI ATI ONS, FOUNDATI ONS AND SUPPORT GROUPS
VWH CH ARE DI RECTLY RESPONSI BLE TO EDUCATI ONAL
I NSTI TUTI ONS.

(1) HOsSPI TALS WHI CH ARE SUBJECT TO REGULATI ON BY
THE DEPARTMENT OF HEALTH OR THE DEPARTMENT OF PUBLI C
VWELFARE AND THE HOSPI TAL FOUNDATI ON, | F ANY, WHICH I S AN
| NTEGRAL PART THEREOF.

(ti1) <charitable organizations which are required to
or do file a registration statement with the Depart nent
of State under the provisions of the act of Decenber 19,
1990 (P.L.1200, No.202), known as the Solicitation of
Funds for Charitable Purposes Act.

(1'V) SENIOR CI TI ZEN CENTERS AND NURSI NG HOVES WHI CH
ARE NONPROFI T AND CHARI TABLE AND WHI CH VOLUNTARI LY FILE A
REG STRATI ON STATEMENT W TH THE DEPARTMENT OF STATE UNDER
THE PROVI SI ONS OF THE ACT OF DECEMBER 19, 1990 (P.L.21200,
NO 202), KNOWN AS THE SOLI Cl TATI ON OF FUNDS FOR
CHARI TABLE PURPCSES ACT.

(V) ANY BONA FI DE DULY CONSTI TUTED RELI G QUS
I NSTI TUTI ONS AND SUCH SEPARATE GROUPS OR CORPORATI ONS
VWH CH FORM AN | NTEGRAL PART OF RELI G OQUS | NSTI TUTI ONS,
PROVI DED THAT:

(A) SUCH RELI G QUS | NSTI TUTI ONS, CGROUPS OR
CORPORATI ONS ARE TAX EXEMPT PURSUANT TO THE | NTERNAL
REVENUE CODE OF 1986 (PUBLIC LAW99-514, 26 U. S.C. 8
1 ET SEQ).
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1 (B) NO PART OF THEIR NET | NCOVE | NURES TO THE

2 DI RECT BENEFI T OF ANY | NDI VI DUAL; AND

3 (C© THEIR CONDUCT IS PRI MARI LY SUPPORTED BY

4 GOVERNMENT GRANTS OR CONTRACTS, FUNDS SCLI Cl TED FROM
5 THEI R OAN MEMBERSHI PS, CONGREGATI ONS OR PREVI QUS

6 DONORS AND FEES CHARGED FOR SERVI CES RENDERED

7 (VI') ANY CORPORATI ON ESTABLI SHED BY AN ACT OF

8 CONGRESS THAT | S REQUI RED BY FEDERAL LAW TO SUBM T ANNUAL
9 REPORTS OF I TS ACTI VI TI ES TO CONGRESS CONTAI NI NG | TEM ZED
10 ACCOUNTS OF ALL RECEI PTS AND EXPENDI TURES AFTER BEI NG

11 FULLY AUDI TED BY THE DEPARTMENT OF DEFENSE

12 Section 3. Exenption fromregul ation.

13 The laws of this Conmonweal th regul ating i ssuance, including,
14 but not limted to, the act of May 17, 1921 (P.L.682, No.284),
15 known as The Insurance Conpany Law of 1921, and the act of My
16 17, 1921 (P.L.789, No.285), known as The | nsurance Depart nent

17 Act of 1921, shall not apply to the issuance by a qualified

18 charity of a qualified charitable gift annuity.

19 Section 4. Previously issued annuities.
20 A charitable gift annuity issued prior to the effective date
21 of this act shall be deenmed to be a qualified charitable gift
22 annuity if both of the followi ng conditions are net:
23 (1) The charitable gift annuity qualified as a
24 charitabl e contribution under the provisions of the Internal
25 Revenue Code of 1986 (Public Law 99-514, 26 U.S.C. 8§ 1 et
26 seq.) governing charitable deductions at the tinme the
27 charitable gift annuity was issued.
28 (2) The issuing organization was a qualified charity at
29 the tine the charitable gift annuity was issued or becones a
30 qualified charity within one year of the effective date of
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1 this act.
2 Section 5. Ef fecti ve date.

3 This act shall take effect in 60 days.
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