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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 1253 %%

| NTRODUCED BY HART, JUBELI RER, GERLACH, HELFRI CK, CONTI, MJRPHY,
VWH TE, TOWLI NSON, STAPLETON, STOUT AND COSTA,
JANUARY 26, 1998

REFERRED TO FI NANCE, JANUARY 26, 1998

AN ACT
Amendi ng the act of Novenber 26, 1997 (P.L.508, No.55), entitled
"An act providing for the tax exenption of institutions of
purely public charity; exenpting real property owned by
State-rel ated universities or Federal GCGovernnment

1
2
3
4
5 instrunmentalities fromtaxation; providing for unfair
6
7
8
9

conpetition; inposing penalties; and making repeals,” further

providing for legislative intent and for definitions;
providing for a charity tax credit; and further providing for
penal ti es.

10 The CGeneral Assenbly of the Conmonweal th of Pennsyl vani a

11 hereby enacts as foll ows:

12 Section 1. Section 2 of the act of Novenber 26, 1997

13 (P.L.508, No.55), known as the Institutions of Purely Public

14 Charity Act, is anmended to read:

15 Section 2. Legislative intent.

16 (a) Findings.--The General Assenbly finds and decl ares as

17 foll ows:

18 (1) It is in the best interest of this Conmonweal th and
19 its citizens that the recognition of tax-exenpt status be
20 acconplished in an orderly, uniformand econom cal nanner.

21 (2) For nore than 100 years, it has been the policy of
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this Coomonwealth to foster the organi zati on and operation of
institutions of purely public charity by exenpting themfrom
t axation.

(3) Because institutions of purely public charity
contribute to the common good or | essen the burden of
governnment, the historic policy of exenpting these
institutions fromtaxation should be continued.

(4) Lack of specific legislative standards defining the
term"institutions of purely public charity” has led to
i ncreasi ng confusion and confrontation anong traditionally
t ax-exenpt institutions and political subdivisions to the
detrinent of the public.

(5) There is increasing concern that the eligibility
standards for charitable tax exenptions are being applied
i nconsistently, which may violate the uniformty provision of
the Constitution of Pennsyl vani a.

(6) Recognizing the interest of the taxpayers in a fair
and equitabl e system of property tax assessnent and the
attendant statutory requirenents for the political
subdi vi si on responsi bl e for maintaining real property
assessnment rolls to adm nister the system of property
assessnment, this act shall not in any way limt the
responsi bilities, prerogatives or abilities of political
subdi visions with respect to the determ nation of or
chal l enges to the taxable status of a parcel of property
based on the use of the parcel or part of the parcel of
property.

(7) Institutions of purely public charity benefit
substantially fromlocal governnment services. These

institutions have significant value to the Comonweal t h and
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its citizens, and the need exists for revenues to maintain

| ocal governnent services provided for the benefit of al
citizens, including institutions of purely public charity. It
is the intent of this act to encourage financially secure
institutions of purely public charity to enter into voluntary
agreenents or nmaintain existing or continuing agreenents for
t he purpose of defraying some of the cost of various |ocal
government services. Paynents made under such agreenents
shall be deened to be in conpliance with any fiduciary
obligation pertaining to such institutions of purely public
charity, its officers or directors.

(8) Increased fundi ng of governnent welfare prograns i s

not reflected in the indicators of quality of |life and

econonic sel f-sufficiency in | owincone conmunities.

(9) Between 1965 and 1995, gover nnment spendi ng on

wel fare prograns increased ten tines in real terns, to nearly

$380, 000, 000, 000 per vyear.

(10) Between 1970 and 1995, the child poverty rate

i ncreased from 15% to 25% and the nati onal poverty rate rose

slightly.

(11) Federal and state governnents currently spend 5.3%

of Gross Donestic Product, nore than was spent at the peak of

the Great Depression, to fund over 70 separate prograns to

assi st the poor, despite the | ack of positive results or

denonstrated benefit.

(12) It would benefit the Commonwealth to find ways to

reduce the current reliance on ineffective and costly

governnent prograns and to restore the role of cost-effective

private charities, which reclaimlives through personal

attention to the problens of those i n need.
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(13) It would benefit the Commpbnwealth to pronote

citizen participation in charitable giving in order to foster

civic responsibility and i ncreased vol unteeri smand to

encour age conpetiti on anong private charities for individual

contri buti ons.

(14) It would benefit the Commpbnwealth to i ncrease the

resources of private charities which provi de assi stance to

the poor in order to address the needs of those nost directly

affected by past and future changes adopted under Federal and

State wel fare reform | aws.

(15) Ten other states currently offer sone formof tax

credit programto encourage individuals to support charities

that hel p the poor.

(16) It is in the public interest for the Commponweal t h

to enact a charity tax credit desi gned to enpower individual

citizens to direct the use of their tax dollars for

chari tabl e purposes; to expand the role of |local, privately

funded and effective private charities; and to shift

resources and responsibility for hel ping the poor from

governnent to private charity.

(b) Intent.--It is the intent of the General Assenbly to
elimnate inconsistent application of eligibility standards for
charitabl e tax exenptions, reduce confusion and confrontation
anong traditionally tax-exenpt institutions and political
subdi vi si ons and ensure that charitable and public funds are not
unnecessarily diverted fromthe public good to litigate
eligibility for tax-exenpt status by providing standards to be
applied uniformy in all proceedings throughout this
Commonweal th for determning eligibility for exenption from

State and | ocal taxation which are consistent with traditional
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| egi slative and judicial applications of the constitutional term
"institutions of purely public charity.”

Section 2. Section 3 of the act is anmended by addi ng
definitions to read:
Section 3. 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:

* * %

"Lowincone individual." An individual with i ncome of not

nore than 185% of the Poverty Level by Fanmily Size, established

by the Bureau of the Census.

* * %

"Qualified institution of purely public charity." An

institution of purely public charity which neets the conmunity

service criteria of section 5(d) by being organi zed and oper at ed

primarily for the purpose of the relief of poverty as set forth

in section 5(b)(1) and which neets the following criteri a:

(1) Has an approved application with the bureau

contai ning i nformati on the bureau deterni nes necessary in

order to adm ni ster the provisions of section 10. 1.

(2) |Is organized to provide direct assi stance to | ow

i ncone individuals or to provide material or in-kind

assi stance to organi zati ons whi ch provi de direct assistance

to | owi ncone individuals.

(3) Applies at | east 75% of its annual revenues,

i ncluding contributions, to direct assistance to | owi ncone

individuals residing in this Conmonwealth or to in-kind or

mat eri al assi stance to other qualified institutions of purely

public charity located in this Conmobnweal t h.
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(4) Applies no nore than 5% of its annual revenues,

i ncluding contributions, to | obbying, |egal assistance,

public policy advocacy or research, voter regqgi stration,

political organizati on or carrying on propaganda.

(5) Receives no nore than 50% of its annual revenues,

i ncludi ng contributions, from gover nment sources.

* * %

Section 3. The act is anmended by adding a section to read:

Section 10.1. Charity tax credit.

(a) Eligibility.--An individual who makes a npnetary

donation to a qualified institution of purely public charity

shall be entitled to a credit against the tax i nposed by Article

Il of the act of March 4, 1971 (P.L.6, No.2), known as the Tax

Ref orm Code of 1971, as provided in this section.

(b) Anount. --

(1) The credit authorized by this section shall be as

foll ows, subject to paragraph (2):

(i) For the first taxable year in which a donation

is made, 10% of the anount donat ed.

(ii) For the second taxable year in which a donati on

is made, 15% of the anount donat ed.

(iii) For the third taxable year in which a donati on

is made, 20% of the anount donat ed.

(iv) For the fourth taxable year in which a donati on

is made, 25% of the anount donat ed.

(2) In any taxable year, the credit under paragraph (1)

shall not exceed 25% of the individual's tax liability

cal cul ated under Article Ill of the Tax Reform Code of 1971

after reduction for:

(i) any tax forgiven pursuant to section 304 of the
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Tax Ref orm Code of 1971;

(ii) the credit for incone taxes inposed by other

states pursuant to section 314 of the Tax Reform Code of

(iii) the enploynment incentive paynent credit

al l owed by section 491 of the act of June 13, 1967

(P.L.31, No.21), known as the Public Wl fare Code.

(c) Admnistration.--

(1) The Departnent of Revenue, in cooperation with the

bureau, shall adm ni ster the provisions of this section,

pronul gate appropriate requl ations and forns for that purpose

and nake determ nati ons as may be required. Determnm nati ons

made with respect to the tax credit provided in this section

may be revi ewed and appeal ed in the manner provided by | aw

for other corporate or personal tax credits.

(2) The bureau shall, by requl ati on, establi sh

applicati on and appeal deadlines and procedures as foll ows:

(i) The bureau nust approve or deny an application

within 60 days of receiving the conpl eted applicati on.

The applicati on shall be deenmed approved if the bureau

fails to act within 60 days of receiving the application.

(ii) The procedures established by the bureau under

thi s paragraph shall include the requirenent that the

principal officer of an institution which no | onger neets

the criteria for a qualified institution of purely public

charity notify the bureau within 90 days of the date the

institution no | onger neets the criteri a.

(iii) For the purposes of this subsection, at the

el ection of the individual, a contribution which is nade

not later than the tine prescribed by law for filing the
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1 return of tax for taxable year, not including extensions,
2 shall be treated as nade on the | ast day of such taxable
3 year.

4 (3) The bureau shall nmaintain a list of the entities for
5 whi ch applications have been approved. The Iist of eligible
6 entities shall be effective for contributions nade in the

7 cal endar year beginning on the January 1 after the filing

8 deadl i ne established by the bureau.

9 (4) The departnent may randonmly and periodically review
10 the applications subnmitted and audit the entities holding

11 approved applications to ensure that those entities neet the
12 criteria to be qualified institutions of purely public

13 charity. An institution which the bureau or the depart nent

14 determ nes does not neet the criteria for a qualified

15 institution of purely public charity shall be renoved from
16 the Iist of entities to which contributions qualify for a tax
17 credit.

18 (5) The bureau shall, upon request, provide a person a
19 copy of the list of qualified institutions of purely public
20 charity.
21 Section 4. Section 13 of the act is anended to read:
22 Section 13. [Cvil penalty] Penalties.
23 (a) Guvil.--
24 (1) In addition to any penalties authorized by the act
25 of March 4, 1971 (P.L.6, No.2), known as the Tax Reform Code
26 of 1971, for violations of that act, the Departnent of
27 Revenue may i npose an administrative penalty not to exceed
28 $500 for any willful and knowing violation of this act. This
29 section shall not apply to any violation of section 8.
30 (2) If the principal officer of an entity fails to
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notify the bureau within the specified tine period that the

entity does not neet the criteria for a qualified institution

of purely public charity, the bureau may | evy an

adm ni strative penalty not to exceed $1, 000 per occurrence.

(b)Y Crinminal.--A person who intentionally files an

application with the bureau under section 10.1 which the person

knows to be fraudul ent conmts a m sdeneanor of the second

degree and shall, upon conviction, be sentenced to pay a fine of
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$5, 000 plus the anobunt of all contributions to the entity

=Y
o

recei ved pursuant to the fraudul ent application.

=
=

Section 4. The addition of section 10.1 of the act shall

=
N

apply to taxabl e years begi nning after Decenber 31, 1997.

=Y
w

Section 5. This act shall take effect immediately.
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