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AN ACT

Providing for the tax exenption of institutions of purely public

charity; exenpting real property owned by State-related
uni versities OR FEDERAL GOVERNMENT | NSTRUMVENTALI TI ES from
taxation; and providing for unfair conpetition.
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SECTI ON 11. EXEMPTI ON FOR FEDERAL GOVERNVENT | NSTRUMENTALI TY.
Section 4% 12. Repeals.
Section 22 13. Applicability.
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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 Institutions
of Purely Public Charity Act.
Section 2. Legislative intent.

(a) Findings.--The General Assenbly finds and decl ares as
fol | ows:

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

(2) For nore than 100 years, it has been the policy of
this Coomonwealth to foster the organi zati on and operation of
charitabl e organi zati ons by exenpting charitable
organi zations from taxation.

(3) Because charitable organizations contribute to the
common good or |essen the burdens of governnent, the historic
policy of exenpting charitable institutions fromtaxation
shoul d be conti nued.

(4) The General Assenbly recognizes that it is
unrealistic today to expect charitable organizations to rely
conpl etely upon private philanthropy and that there is an
appropriate role and responsibility for governnment support
with respect to activities historically recogni zed as
charitabl e.

(5) The General Assenbly recognizes that the |ack of
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specific legislative standards defining the term

"institutions of purely public charity" has led to increasing

confusion and confrontation anong traditionally tax-exenpt

organi zations and | ocal governnments to the detrinment of the

publi c.

(6) 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.

(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 organizations and | ocal
governments and insure 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 determining eligibility for exenption from
State and | ocal taxation which are consistent with traditional
| egi slative and judicial applications of the constitutional term
"institutions of purely public charity.”

Section 3. State-related universities.

(a) GCeneral rule.--It is the intent of the General Assenbly
to recogni ze that the State-related universities provide a
direct public benefit and serve the public purposes of this
Commonweal th by declaring the real property of State-rel ated
universities to be public property for purposes of exenption
from State and | ocal taxation when the property is actually and
regularly used for public purposes, provided that nothing in

this section is intended or shall be construed to affect the
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title to real property of State-related universities or the
power and authority of the governing bodies of State-rel ated
universities with respect to such real property. Further,
nothing in this section is intended or shall be construed to
affect, inmpair or termnate any contract or agreenent in effect
on or before the effective date of this act by and between a
State-related university and any county, city, borough, township
or school district wherein the State-related university pays
real estate taxes, ampunts in |ieu of real estate taxes or other
charges, fees or contributions for rmnunicipal services.

(b) Real property.--All real property owned by State-rel ated
uni versities, or owned by the Comobnweal th and used by a State-
related university, is and shall be deemed public property for
pur poses of the Constitution of Pennsylvania and the | aws of
this Coomonwealth relating to the assessnent, taxation and
exenption of real estate and shall be exenpt fromall State and
| ocal taxation when actually and regularly used for public
pur poses.

(c) Exenption.--This section shall not include the property
of a State-related university the possession and control of
whi ch has been transferred to a for-profit entity not otherw se
entitled to tax-exenpt status, irrespective of whether that
entity is affiliated with the university. The execution of a
managenment services contract with a third party entity to
provi de operational services to the university which would
ot herwi se be provided or conducted directly by the university
shall not, however, be considered a transfer of possession and
control of real property within the neaning of this section.

(d) Definitions.--As used in this section, the follow ng

wor ds and phrases shall have the neanings given to themin this

19970H0055B0994 - 4 -
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subsecti on:

"Public purposes.” Al activities relating to the
educational mssion of State-related universities, including,
without Iimtation, teaching, research, service and activities
incident or ancillary thereto which provide services to or for
students, enployees or the public.

"State-related universities.” The Pennsylvania State
University and its affiliate, the Pennsylvania Col |l ege of
Technol ogy, the University of Pittsburgh, Tenple University and
its subsidiaries Tenple University Hospital, Inc., and Tenple
University Children's Hospital, Inc., and Lincoln University.
Section 4. 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:

"Conmerci al business.” The sale of products or services that
are principally the same as those offered by an existing snal
business in the sane community.

"Goods or services." (Goods or services which pronote any of
t he si x enunerated purposes under section 5(b) and which are
val ued in accordance with generally accepted accounting
principles applicable to the institution. If the institution's
purpose is to provide health care services, the term shal
i nclude, but not be |limted to, nedically necessary goods or
services in |ife-threatening situations.

"Governnent agency." Any Comonweal t h agency or any
political subdivision or nunicipal or other |ocal authority or
any officer or agency of any political subdivision or |ocal
authority.

"Institution of purely public charity.” A donestic or

19970H0055B0994 - 5 -
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foreign nonprofit corporation, association, trust or other
organi zati on which neets the criteria under section 5.

"Net operating incone.”™ The anmount of funds renaining after
deducting all operating expenses related to the provision of
goods or services associated with the institution's charitable
pur pose from paynents received from providing these goods or
services, as determned in accordance with the generally
accepted accounting principles applicable to the institution.

"Smal | business.” Any self-enployed individual, sole
proprietorship, firm corporation, partnership, association or
other entity that:

(1) bhas fewer than 101 full-tinme enpl oyees; and
(2) 1is subject to incone taxation under the act of March

4, 1971 (P.L.6, No.2), known as the Tax Reform Code of 1971.

"Tax Reform Code." The act of March 4, 1971 (P.L.6, No.2),
known as the Tax Reform Code of 1971.

"Total operating expenses."” The costs related to the
provi sion of goods or services associated with the institution's
charitabl e purpose, as determned in accordance with generally
accepted accounting principles applicable to the institution.
Section 5. Criteria.

(a) GCeneral rule.--An institution of purely public charity

is a nonprofit corporation, association, trust or other

organi zati on which neets the criteria set forth in this section.

the ecriteriasetforthinthis section— A NONPROFI T PARENT <—
CORPCORATI ON, TOGETHER W TH ALL OF | TS SUBSI DI ARY NONPROFI T
CORPCORATI ONS, MAY ELECT TO BE CONSI DERED AS A SI NGLE | NSTI TUTI ON

19970H0055B0994 - 6 -
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I N MEETI NG THE CRI TERI A SET FORTH I N THI S SECTI ON AS LONG AS ALL
OF THE FOLLOWN NG ARE MET:
(1) EACH SUBSI DI ARY:
(1) 1S A NONSTOCK CORPORATI ON OF WHI CH THE NONPROFI T
PARENT CORPORATION IS THE ONLY MEMBER, AND
(11) NMEETS THE REQUI REMENTS OF SUBSECTI ONS (B), (O,
(D, (E) AND (F).
(2) THE PARENT:
(1) 1S A NONSTOCK CORPORATI ON;
(1) 1S DULY QUALI FI ED BY THE | NTERNAL REVENUE
SERVI CE AS MEETI NG THE REQUI REMENTS OF SECTI ON 501(C) (3)
OF THE | NTERNAL REVENUE CODE OF 1986 (PUBLIC LAW 99-514,
26 U.S.C. § 501(C)(3));
(rrr) MEETS THE REQUI REMENTS OF SUBSECTI ONS (B) AND
(C); AND
(1'V) EXCEPT FOR SERVI CES THAT MEET THE REQUI REMENTS
OF SUBSECTIONS (B), (C), (D), (E) AND (F), DOES NOT
RENDER SERVI CES FOR A FEE TO AN | NDI VI DUAL OR ENTI TY THAT
DOES NOT MEET THE REQUI REMENTS OF PARAGRAPH (1).
An institution of purely public charity shall neet all of the
criteria contained in subsections (b), (c), (d), (e) and (f).
Institutions of purely public charity which neet the criteria
specified in this section shall be considered to be founded,
endowed and mai ntai ned by public or private charity.

(b) Charitable purpose.--The institution shall advance a
charitabl e purpose. This criterion is satisfied if the
institution is organi zed and operated primarily to fulfill any
one or conbi nation of the foll ow ng purposes:

(1) Relief of poverty.

(2) Advancenent of education, including, but not limted

19970H0055B0994 - 7 -
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to, postsecondary educati on.

(3) Advancenent of religion.

(4) Prevention and treatnent of disease or injury.

(5) Governnent or rmunicipal purposes.

(6) Acconplishment of any purpose which is beneficial to
the community, including, but not limted to, advancenent of
the arts and sci ences, advancenent of the cultural,
spiritual, nmental, physical, social or enotional welfare or
i mprovenent of others.

(c) Private profit notive.--The institution shall operate
entirely free fromprivate profit notive. Conpensation
i ncludi ng benefits of any director, officer or enployee, shal
not be based primarily upon the financial performance of the
organi zati on. Notwi t hstandi ng whether the institution's revenues
exceed its expenses, this criterion is satisfied if the
institution neets the foll ow ng:

(1) Neither the institution's net earnings nor donations
which it receives inures to the benefit of private
shar ehol ders or other individuals, as the private inurenment
standard is interpreted under section 501(c)(3) of the
I nternal Revenue Code of 1986 (Public Law 99-514, 26 U S.C. 8§
501(c)(3)). The purchase of tangible or intangible assets,

i ncl udi ng professional practices for fair narket val ue, shal
not, by itself, be construed to constitute evidence of
operation for a private profit notive.

(2) The institution applies or reserves any revenue in
excess of expenses in furtherance of its charitable purpose
or to funding of other charitabl e organizati ons which neet
t he provisions of this subsection.

(d) Conmunity service.--

19970H0055B0994 - 8 -
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The institution shall donate or render gratuitously

a substantial portion of its services. This criterion is

dif the institution benefits the conmunity by
provi di ng any of the follow ng:

(i) Goods or services to all who seek them w t hout

regard to their ability to pay for what they receive if

of the follow ng apply:

(A) The institution has a witten policy to this
ef fect.

(B) The institution has published this policy in
a reasonabl e manner.

(C© The institution provides unconpensated goods
or services at |least equal to 75% of the
institution's net operating inconme but not |ess than
3% of the institution's total operating expenses.

(i1i) ©Goods or services for fees that are based upon
recipient's ability to pay for themif all of the
ow ng apply:

(A) The institution can denonstrate that it has
i mpl enented a witten policy and a witten schedul e
of fees based on individual or famly income. An
institution will nmeet the requirenent of this clause
if the institution consistently applies a fornula to
all individuals requesting consideration of reduced
fees which is in part based on individual or famly
i ncone.

(B) At least 20% of the individuals receiving
goods or services fromthe institution pay no fee or
a fee which is lower than the cost of the goods or
services provided by the institution.

-9 -
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(C At least 10% of the individuals receiving

goods or services fromthe institution receive a

reduction in fees of at |east 10% of the cost of the

goods or services provided to them

(D) No individual receiving goods or services
fromthe institution pays a fee which is equal to or
greater than the cost of the goods or services
provided to them or the goods or services provided
to the individuals described in clause (B) are
conparable IN QUALITY AND QUANTITY to the goods or
services provided to those individuals who pay a fee
which is equal to or greater than the cost of the
goods or services provided to them

(i) Wuolly gratuitous goods or services to at
| east 5% of those receiving simlar goods or services
fromthe institution.

(iv) Financial assistance or unconpensated goods or
services to at |east 20% of those receiving simlar goods
or services fromthe institution if at |east 10% of the
i ndi vi dual s receiving goods or services fromthe
institution either paid no fees or fees which were 90% or
| ess of the cost of the goods or services provided to
them after consideration of any financial assistance
provided to them by the institution.

(v) Unconpensat ed goods or services which, in the
aggregate, are equal to at |least 5% of the institution's
costs of providing goods or services.

(vi) Goods or services at no fee or reduced fees to
gover nment agenci es or goods or services to individuals

eligible for governnent prograns if one of the follow ng

19970H0055B0994 - 10 -
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appl i es:
(A) The institution receives 75% or nore of its
gross operating revenue fromgrants or fee-for-
servi ce paynents by governnent agencies and if the
aggregat e amount of fee-for-service paynents from
gover nment agenci es does not exceed 95% of the
institution's costs of providing goods or services to
t he individuals for whomthe fee-for-services
paynents are nade.
(B) The institution provides goods or services
to individuals with nental retardation, to
i ndi vi dual s who need nental health services, to
menbers of an individual's fam |y or guardian in
support of such goods or services or to individuals
who are dependent, negl ected or delinquent children,
as long as the institution perforns duties that would
ot herwi se be the responsibility of government and the
institution is restricted inits ability to retain
revenue over expenses or voluntary contributions by
any one of the follow ng statutes or regul ations or
by contractual limtations with county children and
youth offices in this Conmonweal t h:
(1) Sections 1315(c) and 1905(d) of the
Soci al Security Act (49 Stat. 620, 42 U S.C. 88§
1396d(d) and 1396n(c)).
(1) 42 CFR 440.150 (relating to
internediate care facility (1 CF/ MR) services.
(rrr)y 42 CFR Pt. 483 Subpt. | (relating to
conditions of participation for internediate care

facilities for the nentally retarded).

19970H0055B0994 - 11 -



1 (I'V) The act of Cctober 20, 1966 (3rd

2 Sp. Sess., P.L.96, No.6), known as the Mental

3 Heal th and Mental Retardation Act of 1966.

4 (V) Articles Il, VII, I X and X of the act of
5 June 13, 1967 (P.L.31, No.21), known as the

6 Public Wl fare Code.

7 (VI) 23 Pa.C.S. Ch. 63 (relating to child

8 protective services).

9 (VIl) 42 Pa.C.S. Ch. 63 (relating to

10 juvenile matters).

11 (VIl'1) 55 Pa. Code Chs. 3170 (relating to

12 al |l owabl e costs and procedures for county

13 children and youth), 3680 (relating to

14 adm ni stration and operation of a children and

15 yout h soci al service agency) 4300 (relating to

16 county nental health and nental retardation

17 fiscal manual), 6400 (relating to conmunity hones
18 for individuals with nental retardation), 6500

19 (relating to famly living hones), 6210 (relating
20 to participation requirenents for the
21 internediate care facilities for the nentally
22 retarded program, 6211 (relating to allowabl e
23 cost reinbursenent for non-State operated
24 internediate care facilities for the nentally
25 retarded) and 6600 (relating to intermedi ate care
26 facilities for the nentally retarded).
27 (vii) Funds to corporations, associations, trusts or
28 ot her organi zations which neet the criteria of this
29 section, funds to governnment agencies or funds to
30 or gani zati ons which qualify under section 501(c)(3) of

19970H0055B0994 - 12 -
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the Internal Revenue Code of 1986 (Public Law 99-514, 26
US C 8 501(c)(3)), if the institution providing the
funds is primarily engaged in fundraising on behalf of or
maki ng grants to such corporations, associations, trusts,
such governnment agencies or such organi zati ons.

(2) The institution may el ect to average the applicable
data for the I TS five nost recently conpleted fiscal years
for the purposes of calculating any fornmula or neeting any
guantitative standard in paragraph (1).

(3) An institution that does not satisfy the provisions
of paragraph (1)(i) through (vii) may neet this criterion by
denonstrating that it donates or renders gratuitously a
substantial portion of its goods or services.

(4) For the purposes of calculating the nunber of
i ndividuals for use in the percentage calculations in this
subsection, educational institutions may use full tine
equi val ent students as defined by the Departnent of
Educati on.

(5) As used in this subsection, the term "unconpensated
goods or services" shall include all benefits provided to the
community the institution serves, including, but not limted
to, the follow ng:

(1) The full cost of all goods or services provided
by the institution for which the institution has not
recei ved nonetary conpensation or the difference between
the full cost and any | esser fee received for the goods
or services, including the cost of the goods or services
provi ded to individuals unable to pay.

(i1i) The difference between the full cost of

education and research prograns provided by or

19970H0055B0994 - 13 -
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participated in by the institution and the paynent nade
to the institution to support the education and research
pr ogr ans.

(ti1) The difference between the full cost of
provi di ng the goods or services and the paynent made to
the institution under any governnent program including
i ndi vi dual s covered by Medi care or Medi cai d.

(iv) The difference between the full cost of the
comunity services which the institution provides or
participates in and the paynent made to the institution
to support such community services.

(v) The reasonabl e val ue of any noneys, property,
goods or services donated by the primary donor to another
institution of purely public charity or to a governnent
agency or the reasonabl e value of the net donation made
by a secondary donor to a primary donor. As used in this
subpar agr aph, the follow ng words and phrases shall have
t he foll ow ng neani ngs:

"Net donation.” In the case of a donation of noney,
property or identical goods and services made by a
secondary donor, the difference between the value of the
donati on made by the secondary donor and the val ue of the
donati on made by the primary donor, provided such val ue
is positive.

"Primary donor." An institution which makes a
donati on of any nobney, property, goods or services to
anot her institution of purely public charity.

"Secondary donor." An institution which receives a
donati on of any noney, property, goods or services froma

pri mary donor and then makes a donation back to that

19970H0055B0994 - 14 -
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primary donor within three years of having received such

donati on.

(vi) The reasonabl e val ue of vol unteer assistance

donated by individuals to the institution. The reasonabl e

val ue of vol unteer assistance, conputed on an hourly

basi s, shall not exceed the "Statew de average weekly

wage" as defined in section 105.1 of the act of June 2,

1915 (P.L.736, No.338), known as the Wrkers'

Conpensati on Act divided by 40.

(vii) The cost of goods or services by charitable
health care facilities licensed by the Departnent of

Heal th or the Departnent of Public Welfare, which are bad

debts, as determned in accordance with the generally

accepted accounting principles applicable to the
institution.
(e) Charity to persons.--

(1) The institution shall benefit a substantial and
indefinite class of persons who are |legitinmate subjects of
charity.

(2) As used in this subsection, the follow ng words and
phrases shall have the nmeanings given to themin this
par agr aph:

"Legitimate subjects of charity.” Those individuals who
are unable to provide thenselves with what the institution
provi des for them

"Substantial and indefinite class of persons.” Persons
not predeterm ned in nunber, provided that, where the goods
or services are received primarily by nmenbers of the
institution, menbership cannot be predeterm ned in nunber and

cannot be arbitrarily denied by a vote of the existing

19970H0055B0994 - 15 -



1 menbers. This section specifically recognizes that the use of
2 adm ssions criteria and enrollnment limtations by educati onal
3 institutions do not constitute predeterm ned nmenbership or

4 arbitrary restrictions on nenbership so as to violate this

5 section and recogni zes that an institution nay reasonably

6 deny nenbershi p based on the types of services it provides,

7 as long as denial is not in violation of Federal or State

8 antidiscrimnation |laws, such as the GCvil R ghts Act of 1964
9 (Public Law 88-352, 78 Stat. 241) and the act of Cctober 27,
10 1955 (P.L.744, No.222), known as the Pennsylvania Human

11 Rel ati ons Act.

12 (3) An institution shall be considered to benefit a

13 substantial and indefinite class of persons who are

14 legitimate subjects of charity if the institution is

15 primarily engaged in fundraising on behalf of or making

16 grants to:

17 (1) ~corporations, associations, trusts or other

18 organi zati ons which neet the criteria set forth in this
19 secti on;
20 (ii) governnent agencies; or
21 (1i1) organizations which qualify under section
22 501(c)(3) of the Internal Revenue Code of 1986 (Public
23 Law 99-514, 26 U.S.C. § 501(c)(3)).
24 (f) Governnent service.--The institution shall relieve the
25 governnent of some of its burden. This criterion is satisfied if
26 the institution nmeets any of the follow ng:
27 (1) provides a service to the public that the governnent
28 woul d ot herwi se be obliged to fund or to provide directly or
29 indirectly or assure that a simlar organization exists to
30 provi de the service;

19970H0055B0994 - 16 -
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(2) provides services in furtherance of its charitable
pur pose which are either the responsibility of the governnment
by law or which historically have been assunmed or offered or
funded by the governnent;

(3) receives on a regular basis paynents for services
rendered under a governnment programif the paynments are |ess
than the full costs incurred by the institution for the
rendering of the services or if the institution can
denonstrate that conparable services are nore expensive when
provi ded by the governnent; or

(4) provides a service which advances inportant
community, public, spiritual, nmental, physical, educational,
enotional, civic, historical or cultural objectives.

(g) Standards.--Nothing contained in this act shall be
deened to prohibit a charitable organization from conducti ng
activities intended to influence legislation. Nothing in this
act shall prohibit a political subdivision fromfiling
chal l enges to or making determ nations as to whether a
particul ar parcel of property is being used to advance the
charitabl e purpose of an institution of purely public charity.
No additional criteria shall be inposed on any organization in
order to be recognized as an institution of purely public
charity.

Section 6. Miltiple jurisdictions.

(a) Intent.--It is the intent of the General Assenbly to
foster uniformty in the application of the standards contai ned
within this act for determning status as an institution of
purely public charity. The General Assenbly recognizes that
multiple jurisdictions at different |evels of government will be

required to determ ne whet her an organi zati on requesting tax

19970H0055B0994 - 17 -
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exenption neets such standards. Because many organi zations will
be required to seek and receive approval fromdifferent
governmental entities, the General Assenbly believes that an

or gani zati on whi ch denonstrates conpliance with the standards at
the State | evel shall be entitled to a rebuttable presunption
that it has net those standards when determ ning qualification
for local property tax exenptions. Such a presunption is not
intended to in any way limt or preclude the ability of a | ocal
taxing jurisdiction to challenge a tax exenption based on the
use of a particul ar parcel.

(b) Effect of prior qualification.--An organization
possessing a valid exenption fromthe tax inposed by Article |
of the Tax Reform Code, pursuant to an adm nistrative or
judicial determ nation that the organization qualifies for
exenption under section 204(10) of the Tax Reform Code, shall be
presuned to neet the criteria contained in section 5(b), (c),
(d), (e) and (f), and any person chall engi ng such presunption
bef ore any agency or court shall bear the burden of proving the
contrary. Any person chall engi ng such presunpti on may request
fromthe institution all relevant financial statenments, records
and docunents used to obtain the exenption under section 204(10)
of the Tax Reform Code. Failure by the institution to supply
such information within 30 days shall renove the presunption
with respect to that chall enge.

(c) Applicability of presunption.--The provisions of this
section shall apply only to sales and use tax exenptions granted
or renewed on or after the effective date of this act.

Section 7. Existing agreenents.
Not hing in this act shall be construed to affect, inpair,

term nate or supersede any contract, agreenent or arrangenent in
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effect on or before the effective date of this act which

aut hori zes or requires paynent of taxes, amounts in lieu of
taxes, or other charges or fees for the services of a political
subdi vi sion of this Comonweal th. Further, nothing in this act
shall be construed to inpair, or otherwise inhibit, the right or
ability of any institution or political subdivision to enter
into such agreenments after the effective date of this act.
Section 8. Unfair conpetition with small businesses.

(a) Intent.--It is the policy of this act that institutions
of purely public charity shall not use their tax-exenpt status
to conpete unfairly with small business.

(b) Rule.--An institution of purely public charity may not
fund, capitalize, guarantee the indebtedness of, |ease
obl i gations of, or subsidize a commercial business that is
unrelated to the institution's charitabl e purpose as stated in
the institution's charter or governing | egal docunents.

(c) Exceptions.--Institutions of purely public charity are
not in violation of subsection (b) if any of the foll ow ng
appl y:

(1) The conmercial business is intended only for the use
of its enployees, staff, alumi, faculty, nenbers, students,
clients, volunteers, patients or residents. For purposes of
t his paragraph, a person shall not be considered an enpl oyee,
staff, menber, alumus, faculty, student, client, vol unteer,
patient or resident if the person's only relationship with
the institution is to receive products or services resulting
fromthe conmmercial business.

(2) The commercial business results in sales to the
general public that are incidental or periodic rather than

per manent and ongoi ng.
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(d) Support for other charities.--Nothing in this section
shall be construed as prohibiting or limting the ability of an
institution of purely public charity to fund, capitali ze,
guarantee the indebtedness of or otherw se subsidi ze anot her
institution of purely public charity.

(e) Investnents.--An institution of purely public charity
that invests in publicly traded stocks and bonds; real estate;
or other investnments is not in violation of subsection (b).

(f) Educational functions.--An institution of purely public
charity that uses its facilities to host groups for educational
purposes only is not in violation of subsection (b).

(g) Governnent functions.--An institution of purely public
charity may engage in a new comrercial business that may
otherwi se be in violation of subsection (b) if the institution
is formally requested to do so by the Conmonwealth or a
political subdivision

(h) Existing arrangenents.--An institution of purely public
charity that prior to the effective date of this act funded,
capitalized, guaranteed the indebtedness of, |eased obligations
of or subsidized a comrercial business may continue to own and
operat e such busi nesses w thout violating subsection (b) as |ong
as the institution does not substantially expand the scope of
the comrercial business. In the event an injunction is issued
under subsection (i), the effect of such injunction shall be
limted to restraining the substantial expansion of the scope of
t he conmerci al business which was initiated after the effective
date of this act.

(1) Renedies.--Wenever the Attorney General receives a
conplaint froman aggrieved snmall business or has reason to

believe that any institution of purely public charity is

19970H0055B0994 - 20 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

violating this section and the proceedings would be in the
public interest, the Attorney Ceneral may bring an action in the
name of the Commonweal th against that institution to restrain
such violation by tenporary or permanent injunction. The
Attorney Ceneral nust either bring an action or issue a witten
determ nation to the aggrieved small business within 120 days of
the filing of a conplaint.

(1) If the Attorney Ceneral fails to bring an action or
to issue a witten determnation to a small business
conpl ainant within 120 days of the filing of a conplaint, the
smal | business may petition the Conmonweal th Court for a wit
of mandanmus ordering the Attorney General either to bring an
action under this section or to provide the reason or reasons
why the Attorney General has declined to do so.

(2) Nothing in this subsection shall preclude either an
aggrieved small business or an institution of purely public
charity that has been affected by a decision of the Attorney
General from pursuing an appeal of that decision under 2
Pa.C.S. Ch. 7 Subch. A (relating to judicial review of
Commonweal t h agency action).

Section 9. Accountability and disclosure.

(a) Intent.--An institution which qualifies for tax
exenptions A TAX EXEMPTION by virtue of being designated an
institution of purely public charity has a unique responsibility
to periodically denonstrate to the public that it is fulfilling
t he purpose for which the exenption is granted. The citizens of
this Commonweal th expect an organi zation which is granted tax
exenption to adhere to a high standard of accountability and
public disclosure. Therefore, the institution should nake an

annual report in which it makes avail able certain information
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about its organization and its charitable activities. The report
shoul d be nmade consistent with the desire of the General
Assenbly to avoi d burdensone reporting requirenents which unduly
di stract the organization fromits charitabl e purposes.

(b) Report required.--1t shall be the duty of the president,
chai rman or principal officer of an institution which files, or
is required to file, an annual return with the Internal Revenue
Service under the Internal Revenue Code of 1986 (Public Law 99-
514, 26 U S.C. 8 1 et seq.) to file a report with the bureau no
| ater than the date, including any extensions granted by the
I nternal Revenue Service, the institution files or is required
to file an annual return with the Internal Revenue Service. The
following informati on shall be included in the report required
by this section and shall be in a format approved by the
Secretary of the Comonweal t h:

(1) A copy of the annual return filed or required to be
filed wwth the Internal Revenue Service.
(2) The date the institution was ineerpoerated ORGANI ZED

UNDER APPLI CABLE LAW and a reference to any determ nation of

its tax-exenpt status under the Internal Revenue Code of

1986, including, if applicable, its Internal Revenue tax

exenption nunber and the tax-exenpt purposes as established

by the Internal Revenue Servi ce.
(3) The following information on each affiliate of the
institution of purely public charity:
(i) The nane and type of organi zati on.
(i1i) \Wether the affiliate is organized on a for-
profit or nonprofit basis.
(ii1) The relationship of each affiliate to the

institution maki ng the report.
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(4) The institution's relationship with any other
nonprofit corporation or unincorporated association if the
relati onship involves formal governance or the sharing of

revenue.

1

2

3

4

5 (c) Amendnents to annual returns.--It shall be the duty of
6 the president, chairman or principal officer of any institution
7 which files an anmended annual return with the Internal Revenue
8 Service to file a copy of the anended annual return with the

9 bureau within ten days of its filing with the Internal Revenue

10 Servi ce.

11 (d) Exenption fromfiling.--

12 (1) An institution which is not required to file an

13 annual return with the Internal Revenue Service shall be

14 exenpt fromthe requirenents of this section

15 (2) An institution which files a consolidated annual

16 return with the Internal Revenue Service shall not be

17 required to file any report except as otherw se required by
18 this subsection. The institution shall file with the bureau a
19 statenment giving the nane and tax-exenpt nunber of the

20 organi zation filing the consolidated annual return.

21 (e) Paperwork reduction.--The Secretary of the Comobnweal th
22 shall inplenment procedures and may nodify the reporting

23 requirenments of this section in order to reduce or elimnate

24 duplicate filing by institutions subject to this section. The
25 Secretary of the Commonweal th shall allow the president,

26 chairman or principal officer of an institution subject to this
27 section to substitute the registration statenment required under
28 section 5 of the act of Decenber 19, 1990 (P.L.1200, No.202),
29 known as the Solicitation of Funds for Charitable Purposes Act,
30 for those portions of the report required under subsection (b)
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whi ch duplicate the information required under section 5 of the
Solicitation of Funds for Charitable Purposes Act. The Secretary
of the Commonweal th shall allow the institution to certify that
the information required in subsection (b)(2), (3) or (4) has
not changed since the prior report in lieu of providing the sane
information in the report required by subsection (b). The
Secretary of the Comonweal th may obtain fromthe Interna
Revenue Service copies of annual returns of institutions which
file annual returns with the Internal Revenue Service on
conput er di sk or other electronic or paper nedia.

(f) Retention of records.--The Secretary of the Commonweal t h
shall retain the reporting information required by this section
for three years after the reports are required to be filed.

(g) Uilization of reports.--The Secretary of the
Commonweal th shall make reports submtted under this section
avai l abl e for public inspection. The Secretary of the
Commonweal th shal | provi de any government agency a copy of the
report filed under this section upon request. Nothing in this
subsection shall prevent a governnment agency fromrequiring any
organi zati on seeking exenption as an institution of purely
public charity to provide the information described in
subsection (b) to that agency as part of a determ nation of the
tax exenpt status of the institution.

(h) Definitions.--As used in this section, the follow ng
wor ds and phrases shall have the neanings given to themin this
subsecti on:

"Affiliate.” A donmestic or foreign corporation, association,
trust or other organization which owns a 10% or greater interest
in the institution. A domestic or foreign corporation,

associ ation, trust or other organization in which the
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institution owmns a 10% or greater interest.

"Annual return.” The annual information return required to be
filed with the Internal Revenue Service by organi zati ons exenpt
fromtax by virtue of section 501(a) of the Internal Revenue
Code of 1986 (Public Law 99-514, 26 U.S.C. 81, et seq.). The
annual information return consists of Internal Revenue Service
Form 990 or Form 990EZ and Schedul e A

"Bureau." The Bureau of Charitable Organizations of the
Departnment of State of the Comonweal t h.

"Institution.” A domestic or foreign nonprofit corporation,
associ ation, trust or other organization which qualifies as an
institution of purely public charity under the provisions of
this act and which receives or clainms exenption fromthe real
property tax inposed by any political subdivision in this
Commonweal th or which receives or clains exenption fromthe tax
i nposed by Article Il of the Tax Reform Code.

Section 10. Litigation reduction.

(a) Institutions.--An institution of purely public charity
may bring an action against the challenging party or parties for
recovery of reasonable litigation expenses and attorney fees on
account of any chall enge pertaining to the tax-exenpt status of
any property initiated within three years of the initiation of
an earlier challenge involving, in any part, the sane property
if:

(1) the institution successfully defends its tax exenpt
status as an institution of purely public charity in a court

of conmmon pl eas, Comonweal th Court or the Pennsyl vani a

Suprene Court; and

(2) appeals by the challenging party or parties are

exhausted and there has been a final unappeal ed or
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unappeal abl e adj udi cati on or judgnent.

(b) Governnent agencies.--A governnment agency may bring an
action for recovery of reasonable litigation expenses and
attorney fees on account of any application pertaining to the
t ax- exenpt status of any property filed within three years of an
earlier application involving, in any part, the same property
agai nst an organi zation claimng tax-exenpt status as an
institution of purely public charity if:

(1) the organization relies on section 5(d)(3) in
clai mng tax-exenpt status as an institution of purely public
charity;

(2) the organization is determ ned by a court of comon
pl eas, Conmonweal th Court or the Suprene Court not to neet
the requirenent in section 5(d) that it donate or render
gratuitously a substantial portion of its services; and

(3) appeals by the organi zation are exhausted and there
has been a final unappeal ed or unappeal abl e adj udi cati on or
j udgnent .

SECTI ON 11. EXEMPTI ON FOR FEDERAL GOVERNVENT | NSTRUMENTALI TY. <—

IT IS THE | NTENT OF THE GENERAL ASSEMBLY TO AFFI RM THAT, FOR
PURPOSES OF THE CONSTI TUTI ON OF PENNSYLVANI A AND THE LAWS OF
TH S COMVONWEALTH RELATI NG TO THE ASSESSMENT AND TAXATI ON OF
REAL ESTATE, REAL PROPERTY | S PROPERTY OF A FEDERAL GOVERNMENT
ENTITY AND IS, THUS, EXEMPT FROM ALL STATE AND LOCAL TAXATION I F
THE REAL PROPERTY |'S OMNED BY A CORPORATION WHICH | S

(1) ESTABLI SHED BY FEDERAL STATUTE; AND
(2) REQUI RED TO SUBM T TO CONGRESS ANNUAL REPORTS OF

I TS ACTI VITIES, CONTAI NI NG | TEM ZED ACCOUNTS OF ALL

RECEI PTS AND EXPENDI TURES, AFTER BEI NG FULLY AUDI TED BY

THE DEPARTMENT OF DEFENSE
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1 Section 4+ 12. Repeals. <—
2 Al'l acts and parts of acts are repeal ed insofar as they are

3 inconsistent with this act except for section 204(a)(3) of the

4 act of May 22, 1933 (P.L.853, No.155), known as The Ceneral

5 County Assessnent Law, as it applies to charitable organizations

6 providing residential housing services.

7 Section 12 13. Applicability. <—
8 This act shall not apply to nor affect 40 Pa.C.S. 8 6103 or

9 6301 or the entities subject to those sections.
10 Section 43 14. Effective date. <—
11 This act shall take effect January 1, next follow ng the date
12 of final enactnent.
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