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16 eof+inal—enactrent—

17 SECTION 1. SHORT TI TLE.

18 TH'S ACT SHALL BE KNOWN AND MAY BE Cl TED AS THE | NSTI TUTI ONS
19 OF PURELY PUBLI C CHARI TY ACT.

20 SECTION 2. LEG SLATI VE | NTENT.

21 (A) FINDINGS. --THE GENERAL ASSEMBLY FI NDS AND DECLARES AS
22 FOLLONG:

23 (1) IT IS IN THE BEST I NTEREST OF TH S COWONWAEALTH AND
24 I TS C TI ZENS THAT THE RECOGNI TI ON OF TAX- EXEMPT STATUS BE

25 ACCOVPLI SHED I N AN ORDERLY, UNI FORM AND ECONOM CAL MANNER

26 (2) FOR MORE THAN 100 YEARS, | T HAS BEEN THE POLI CY OF
27 TH S COMVONWEALTH TO FOSTER THE ORGANI ZATI ON AND OPERATI ON OF
28 I NSTI TUTI ONS OF PURELY PUBLI C CHARI TY BY EXEMPTI NG THEM FROM
29 TAXATI ON

30 (3) BECAUSE | NSTI TUTI ONS OF PURELY PUBLI C CHARI TY

19970H0055B2575 - 29 -
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CONTRI BUTE TO THE COMMON GOOD OR LESSEN THE BURDEN OF
GOVERNMENT, THE HI STORI C PCLI CY OF EXEMPTI NG THESE
I NSTI TUTI ONS FROM TAXATI ON SHOULD BE CONTI NUED.

(4) LACK OF SPECI FI C LEG SLATI VE STANDARDS DEFI NI NG THE
TERM "I NSTI TUTI ONS OF PURELY PUBLI C CHARI TY" HAS LED TO
I NCREASI NG CONFUSI ON AND CONFRONTATI ON AMONG TRADI TI ONALLY
TAX- EXEMPT | NSTI TUTI ONS AND PCLI TI CAL SUBDI VI SI ONS TO THE
DETRI MENT OF THE PUBLI C.

(5) THERE IS | NCREASI NG CONCERN THAT THE ELIG BILITY
STANDARDS FOR CHARI TABLE TAX EXEMPTI ONS ARE BEI NG APPLI ED
I NCONSI STENTLY, WH CH MAY VI OLATE THE UNI FORM TY PROVI SI ON OF
THE CONSTI TUTI ON OF PENNSYLVANI A.

(6) RECOGN ZI NG THE | NTEREST OF THE TAXPAYERS IN A FAI R
AND EQUI TABLE SYSTEM OF PROPERTY TAX ASSESSMENT AND THE
ATTENDANT STATUTORY REQUI REMENTS FOR THE PCLI TI CAL
SUBDI VI SI ON RESPONSI BLE FOR MAI NTAI NI NG REAL PROPERTY
ASSESSMVENT ROLES TO ADM NI STER THE SYSTEM OF PROPERTY
ASSESSMENT, THI S ACT SHALL NOT I N ANY WVAY LIMT THE
RESPONSI Bl LI TI ES, PREROGATI VES OR ABI LI TI ES OF PQOLI TI CAL
SUBDI VI SI ONS W TH RESPECT TO THE DETERM NATI ON OF, OR
CHALLENGES TO, THE TAXABLE STATUS OF A PARCEL OF PROPERTY
BASED ON THE USE OF THE PARCEL OR PART OF THE PARCEL OF
PROPERTY.

(7) I NSTITUTIONS COF PURELY PUBLI C CHARI TY BENEFI T
SUBSTANTI ALLY FROM LOCAL GOVERNMENT SERVI CES. THESE
I NSTI TUTI ONS HAVE SI GNI FI CANT VALUE TO THE COMMONVWEALTH AND
I TS G TI ZENS AND THE NEED EXI STS FOR REVENUES TO NAI NTAI'N
LOCAL GOVERNMENT SERVI CES PROVI DED FOR THE BENEFI T OF ALL
CI TI ZENS, | NCLUDI NG | NSTI TUTI ONS OF PURELY PUBLIC CHARITY. | T
IS THE I NTENT OF THI S ACT TO ENCOURAGE FI NANCI ALLY SECURE
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I NSTI TUTI ONS OF PURELY PUBLI C CHARI TY TO ENTER | NTO VOLUNTARY
AGREEMENTS OR MAI NTAI' N EXI STI NG OR CONTI NUl NG AGREEMENTS FOR
THE PURPOSE OF DEFRAYI NG SOME OF THE COST OF VARI QUS LOCAL
GOVERNMENT SERVI CES.  PAYMENTS MADE UNDER SUCH AGREEMENTS
SHALL BE DEEMED TO BE | N COVPLI ANCE W TH ANY FI DUCI ARY

OBLI GATI ON PERTAI NI NG TO SUCH | NSTI TUTI ONS OF PURELY PUBLI C

CHARITY, ITS OFFI CERS OR DI RECTORS.

(B) INTENT.--1T IS THE | NTENT OF THE GENERAL ASSEMBLY TO
ELI M NATE | NCONSI STENT APPLI CATI ON OF ELI G BI LI TY STANDARDS FOR
CHARI TABLE TAX EXEMPTI ONS, REDUCE CONFUSI ON AND CONFRONTATI ON
AMONG TRADI Tl ONALLY TAX- EXEMPT | NSTI TUTI ONS AND PCLI TI CAL
SUBDI VI SI ONS AND ENSURE THAT CHARI TABLE AND PUBLI C FUNDS ARE NOT
UNNECESSARI LY DI VERTED FROM THE PUBLI C GOOD TO LI TI GATE
ELI G BILITY FOR TAX- EXEMPT STATUS BY PROVI DI NG STANDARDS TO BE
APPLI ED UNI FORMLY | N ALL PROCEEDI NGS THROUGHOUT THI S
COMMONVEALTH FOR DETERM NI NG ELI G BI LI TY FOR EXEMPTI ON FROM
STATE AND LOCAL TAXATI ON WHI CH ARE CONSI STENT W TH TRADI Tl ONAL
LEG SLATI VE AND JUDI Cl AL APPLI CATI ONS OF THE CONSTI TUTI ONAL TERM
"I NSTI TUTI ONS OF PURELY PUBLI C CHARITY. "

SECTI ON 3. DEFI NI TI ONS.

THE FOLLOW NG WORDS AND PHRASES WHEN USED I N THI S ACT SHALL
HAVE THE MEANINGS G VEN TO THEM I N TH S SECTI ON UNLESS THE
CONTEXT CLEARLY | NDI CATES OTHERW SE:

"AFFI LI ATE." A DOVESTI C OR FORElI GN CORPORATI ON, ASSOCI ATI ON,
TRUST OR OTHER ORGANI ZATI ON WHI CH OMNS A 10% OR GREATER | NTEREST
N AN I NSTI TUTI ON OF PURELY PUBLI C CHARI TY. A DOMVESTI C OR
FOREI GN CORPCRATI ON, ASSCOCI ATI ON, TRUST OR OTHER ORGANI ZATI ON I'N
VWH CH AN | NSTI TUTI ON OF PURELY PUBLI C CHARI TY OMNS A 10% OR
GREATER | NTEREST.

"ANNUAL RETURN. " THE ANNUAL | NFORMATI ON RETURN REQUI RED TO BE

19970H0055B2575 - 31 -
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FILED WTH THE | NTERNAL REVENUE SERVI CE BY | NSTI TUTI ONS EXEMPT
FROM TAX UNDER SECTI ON 501(A) OF THE | NTERNAL REVENUE CODE OF
1986 (PUBLIC LAW99-514, 26 U.S.C. 81, ET SEQ ). THE ANNUAL

I NFORVATI ON RETURN CONSI STS OF | NTERNAL REVENUE SERVI CE FORM 990
OR FORM 990EZ AND SCHEDULE A OR ANY SUCCEEDI NG FORM USED FOR THE
SAME OR SI M LAR PURPGCSE. FOR AN I NSTI TUTI ON, WHICH | S NOT

REQUI RED TO FI LE SUCH RETURNS, THE | NSTI TUTI ON'S ANNUAL

FI NANCI AL STATEMENT W TH REPORTED | NCOVE SHALL CONSTI TUTE | TS
ANNUAL RETURN.

"BUREAU. " THE BUREAU OF CHARI TABLE ORGANI ZATI ONS OF THE
DEPARTMENT OF STATE OF THE COVMONWEALTH.

"COVMMERCI AL BUSI NESS. " THE SALE OF PRODUCTS OR SERVI CES THAT
ARE PRI NClI PALLY THE SAME AS THOSE OFFERED BY AN EXI STI NG SMALL
BUSI NESS I N THE SAME COVMUNI TY.

"CONTRI BUTION. " THE PROM SE, GRANT, PLEDGE OR G FT OF MONEY,
PROPERTY, GOCDS, SERVI CES, FI NANCI AL ASS|I STANCE OR OTHER SI M LAR
REM TTANCE.

"G00ODS OR SERVI CES." @GOCDS OR SERVI CES VWH CH PROMOTE ANY OF
THE ENUMERATED PURPOSES UNDER SECTI ON 5(B) AND WHI CH ARE VALUED
I N ACCORDANCE W TH GENERALLY ACCEPTED ACCOUNTI NG PRI NCI PLES
APPLI CABLE TO THE | NSTI TUTI ON.

" GOVERNMENT AGENCY. "  ANY COVMWONVWEALTH AGENCY OR ANY
PCLI TI CAL SUBDI VI SI ON OR MUNI Cl PAL OR OTHER LOCAL AUTHORI TY OR
ANY OFFI CER OR ACGENCY OF ANY POLI TI CAL SUBDI VI SI ON OR LOCAL
AUTHORI TY.

"I'NSTI TUTI ON. " A DOMESTI C OR FOREI GN NONPROFI T CORPORATI ON,
ASSCCI ATI ON OR TRUST OR OTHER SI M LAR ENTI TY.

“I'NSTI TUTI ON OF PURELY PUBLI C CHARI TY." AN | NSTI TUTI ON WH CH
MEETS THE CRI TERI A UNDER SECTI ON 5.

"NET OPERATI NG | NCOVE. " THE AMOUNT OF FUNDS REMAI NI NG AFTER

19970H0055B2575 - 32 -
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ALL OPERATI NG EXPENSES RELATED TO THE PROVI SI ON OF GOODS OR
SERVI CES ASSOCI ATED W TH THE | NSTI TUTI ON' S CHARI TABLE PURPGSE
ARE DEDUCTED FROM PAYMENTS RECEI VED FOR PROVI DI NG THESE GOCDS OR
SERVI CES, AS DETERM NED | N ACCORDANCE W TH GENERALLY ACCEPTED
ACCOUNTI NG PRI NCI PLES APPLI CABLE TO THE | NSTI TUTI ON.

"PCLI TI CAL SUBDI VI SI ON. " ANY COUNTY, CTY, BOROUGH, TOW\,
TOMSH P, SCHOOL DI STRI CT, VOCATI ONAL SCHOCL DI STRI CT AND COUNTY
I NSTI TUTI ON DI STRI CT.

"PROGRAM SERVI CE REVENUE. " | NCOVE EARNED FROM THE PROVI SI ON
OF GOODS OR SERVI CES, | NCLUDI NG GOVERNMVENT FEES AND CONTRACTS
ASSCCI ATED W TH THE | NSTI TUTI ON' S CHARI TABLE PURPCSE, WHICH | S
REPORTED ON THE ANNUAL RETURN.

"SMALL BUSI NESS. " ANY SELF- EMPLOYED | NDI VI DUAL, SCLE
PROPRI ETORSHI P, FI RM CORPORATI ON, PARTNERSHI P, ASSOCI ATI ON OR
OTHER ENTI TY THAT:

(1) HAS FEWER THAN 101 FULL-TI ME EMPLOYEES; AND
(2) 1S SUBJECT TO I NCOVE TAXATI ON UNDER THE ACT OF MARCH

4, 1971 (P.L.6, NO 2), KNOW AS THE TAX REFORM CCDE OF 1971.

"TOTAL OPERATI NG EXPENSES. " THE COSTS RELATED TO THE
PROVI SI ON OF GOODS OR SERVI CES ASSCCI ATED W TH THE | NSTI TUTI ON' S
CHARI TABLE PURPCSE, AS DETERM NED I N ACCORDANCE W TH GENERALLY
ACCEPTED ACCOUNTI NG PRI NCI PLES APPLI CABLE TO THE | NSTI TUTI ON.

"VCOLUNTARY AGREEMENT." AN AGREEMENT, CONTRACT OR OTHER
ARRANGEMENT FOR THE PURPOSE OF RECEI VI NG CONTRI BUTI ONS PURSUANT
TO SECTI ON 7 BETWEEN A POLI TI CAL SUBDI VI SI ON AND AN | NSTI TUTI ON
SEEKI NG OR POSSESSI NG AN EXEMPTI ON AS AN | NSTI TUTI ON OF PURELY
PUBLI C CHARI TY. THESE CONTRI BUTI ONS ARE FOR THE PURPOSE OF
DEFRAYI NG SOVE OF THE COST OF VARI QUS LOCAL GOVERNMENT SERVI CES.
THE TERM | NCLUDES THE ESTABLI SHVENT OF PUBLI C SERVI CE
FOUNDATI ONS BY | NSTI TUTI ONS OF PURELY PUBLI C CHARI TY.

19970H0055B2575 - 33 -



© 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

SECTI ON 4. STATE- RELATED UNI VERSI TI ES.

(A) CENERAL RULE.--1T IS THE | NTENT OF THE GENERAL ASSEMBLY
TO RECOGNI ZE THAT THE STATE- RELATED UNI VERSI TI ES PROVI DE A
DI RECT PUBLI C BENEFI T AND SERVE THE PUBLI C PURPOSES OF THI S
COMWONVEALTH BY DECLARI NG THE REAL PROPERTY OF STATE- RELATED
UNI VERSI TI ES TO BE PUBLI C PROPERTY FOR PURPCSES OF EXEMPTI ON
FROM STATE AND LOCAL TAXATI ON WHEN THE PROPERTY IS ACTUALLY AND
REGULARLY USED FOR PUBLI C PURPGSES, PROVI DED THAT NOTHI NG | N
TH'S SECTION | S | NTENDED OR SHALL BE CONSTRUED TO AFFECT THE
TI TLE TO REAL PROPERTY OF STATE- RELATED UNI VERSI TI ES OR THE
PONER AND AUTHORI TY OF THE GOVERNI NG BODI ES OF STATE- RELATED
UNI VERSI TI ES W TH RESPECT TO SUCH REAL PROPERTY. FURTHER,

NOTHI NG IN TH S SECTION IS | NTENDED OR SHALL BE CONSTRUED TO
AFFECT, | MPAIR OR TERM NATE ANY CONTRACT OR AGREEMENT | N EFFECT
ON OR BEFORE THE EFFECTI VE DATE OF TH S SECTI ON BY AND BETWEEN A
STATE- RELATED UNI VERSI TY AND ANY POLI TI CAL SUBDI VI SI ON VHEREI N
THE STATE- RELATED UNI VERSI TY PAYS REAL ESTATE TAXES, AMOUNTS I N
LI EU OF REAL ESTATE TAXES OR OTHER CHARGES, FEES OR

CONTRI BUTI ONS FOR GOVERNMENT  SERVI CES.

(B) REAL PROPERTY. --ALL REAL PROPERTY OAMNED BY STATE- RELATED
UNI VERSI TI ES, OR OMNED BY THE COMMONVWEALTH AND USED BY A STATE-
RELATED UNI VERSI TY, IS AND SHALL BE DEEMED PUBLI C PROPERTY FOR
PURPOSES OF THE CONSTI TUTI ON OF PENNSYLVANI A AND THE LAWS OF
TH' 'S COMONVEALTH RELATI NG TO THE ASSESSMENT, TAXATI ON AND
EXEMPTI ON OF REAL ESTATE AND SHALL BE EXEMPT FROM ALL STATE AND
LOCAL TAXATI ON WHEN ACTUALLY AND REGULARLY USED FOR PUBLI C
PURPOSES.

(© EXCEPTION.--TH' S SECTI ON SHALL NOT | NCLUDE THE PROPERTY
OF A STATE- RELATED UNI VERSI TY THE POSSESSI ON AND CONTROL OF
VWH CH HAS BEEN TRANSFERRED TO A FOR- PROFI T ENTI TY NOT OTHERW SE
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ENTI TLED TO TAX- EXEMPT STATUS, | RRESPECTI VE OF WHETHER THAT
ENTI TY |'S AFFI LI ATED W TH THE UNI VERSI TY. THE EXECUTI ON OF A
MANAGEMENT SERVI CES CONTRACT W TH A THI RD PARTY ENTI TY TO

PROVI DE OPERATI ONAL SERVI CES TO THE UNI VERSI TY WHI CH WOULD
OTHERW SE BE PROVI DED OR CONDUCTED DI RECTLY BY THE UNI VERSI TY
SHALL NOT, HOWEVER, BE CONSI DERED A TRANSFER OF POSSESSI ON AND
CONTROL OF REAL PROPERTY W THI N THE MEANI NG OF THI' S SECTI ON.

(D) DEFIN TIONS. --AS USED IN TH'S SECTI ON, THE FOLLOW NG
WORDS AND PHRASES SHALL HAVE THE MEANI NGS G VEN TO THEM I N THI S
SUBSECTI ON:

"PUBLI C PURPOSES. " ALL ACTI VI TI ES RELATI NG TO THE
EDUCATI ONAL M SSI ON OF STATE- RELATED UNI VERSI TI ES, | NCLUDI NG
TEACHI NG, RESEARCH, SERVI CE AND ACTI VI TI ES | NCI DENT OR ANCI LLARY
THERETO WH CH PROVI DE SERVI CES TO OR FOR STUDENTS, EMPLOYEES OR
THE PUBLI C,

" STATE- RELATED UNI VERSI TI ES." THE PENNSYLVANI A STATE
UNI VERSI TY AND | TS AFFI LI ATE, THE PENNSYLVANI A COLLEGE OF
TECHNOLOGY, THE UNI VERSI TY OF PI TTSBURGH, TEMPLE UNI VERSI TY AND
| TS SUBSI DI ARI ES TEMPLE UNI VERSI TY HOSPI TAL, INC., AND TEMPLE
UNI VERSI TY CHI LDREN' S HOSPI TAL, INC., AND LI NCOLN UNI VERSI TY.
SECTION 5. CRI TERI A FOR | NSTI TUTI ONS OF PURELY PUBLI C CHARI TY.

(A) GENERAL RULE. --AN | NSTI TUTI ON OF PURELY PUBLI C CHARI TY
|'S AN | NSTI TUTI ON WHIl CH MEETS THE CRI TERI A SET FORTH I N
SUBSECTI ONS (B), (C), (D), (E) AND (F). AN I NSTI TUTI ON WHI CH
MEETS THE CRI TERI A SPECI FIED I N THI'S SECTI ON SHALL BE CONS| DERED
TO BE FOUNDED, ENDOWED AND MAI NTAI NED BY PUBLI C OR PRI VATE
CHARI TY.

(B) CHARI TABLE PURPCSE. - - THE | NSTI TUTI ON MUST ADVANCE A
CHARI TABLE PURPOSE. THI'S CRI TERION | S SATISFIED | F THE
| NSTI TUTI ON | S ORGANI ZED AND OPERATED PRI MARI LY TO FULFILL ANY
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ONE OR COMBI NATI ON OF THE FOLLOW NG PURPOSES:
(1) RELIEF OF POVERTY.
(2) ADVANCEMENT AND PROVI SI ON OF EDUCATI ON. THI S
PARAGRAPH | NCLUDES POSTSECONDARY EDUCATI ON.
(3) ADVANCEMENT OF RELI G ON.
(4) PREVENTI ON AND TREATMENT OF DI SEASE OR | NJURY,
| NCLUDI NG MENTAL RETARDATI ON AND MENTAL DI SORDERS.
(5) GOVERNMENT OR MUNI Cl PAL PURPCSES.
(6) ACCOMPLI SHVENT OF A PURPOSE WH CH | S RECOGNI ZED AS

| MPORTANT AND BENEFI CI AL TO THE PUBLI C AND WHI CH ADVANCES

SOCI AL, MORAL OR PHYSI CAL OBJECTI VES,

(C) PRI VATE PROFI T MOTI VE. - - THE | NSTI TUTI ON MUST OPERATE
ENTI RELY FREE FROM PRI VATE PROFI T MOTI VE. NOTW THSTANDI NG
WHETHER THE | NSTI TUTI ON' S REVENUES EXCEED | TS EXPENSES, THI'S
CRI TERI ON | S SATI SFIED | F THE | NSTI TUTI ON MEETS ALL OF THE
FOLLOW NG

(1) NEITHER THE | NSTI TUTI ON' S NET EARNI NGS NOR DONATI ONS

WHI CH | T RECEI VES | NURES TO THE BENEFI T OF PRI VATE

SHAREHOLDERS OR OTHER | NDI VI DUALS, AS THE PRI VATE | NUREMVENT

STANDARD | S | NTERPRETED UNDER SECTI ON 501(C) (3) OF THE

| NTERNAL REVENUE CODE OF 1986 (PUBLIC LAW 99-514, 26 U.S.C. §

501(C) (3)).

(2) THE I NSTI TUTI ON APPLI ES OR RESERVES ALL REVENUE,

| NCLUDI NG CONTRI BUTI ONS, | N EXCESS OF EXPENSES | N FURTHERANCE

OF | TS CHARI TABLE PURPOSE OR TO FUNDI NG OF OTHER | NSTI TUTI ONS

WH CH MEET THE PROVI SI ONS OF THI'S SUBSECTI ON AND SUBSECTI ON

(B).

(3) COVPENSATI ON, | NCLUDI NG BENEFI TS, OF ANY DI RECTOR,

OFFI CER OR EMPLOYEE, |'S NOT BASED PRI MARI LY UPON THE

FI NANCI AL PERFORMANCE OF THE | NSTI TUTI ON.
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(4) THE GOVERNI NG BODY OF THE | NSTI TUTI ON OF PURELY
PUBLI C CHARI TY HAS ADOPTED, AS PART OF | TS ARTI CLES OF
| NCORPORATI ON, OR | F UNI NCORPORATED, OTHER GOVERNI NG LEGAL
DOCUVENTS, A PROVI S| ON THAT EXPRESSLY PROHI BI TS THE USE OF
ANY SURPLUS FUNDS FOR PRI VATE | NUREMENT TO ANY PERSON I N THE
EVENT OF A SALE OR DI SSOLUTI ON OF THE | NSTI TUTI ON OF PURELY
PUBLI C CHARI TY.
(D) COVMUNI TY SERVI CE. - -
(1) THE I NSTI TUTI ON MUST DONATE OR RENDER GRATU TOUSLY A
SUBSTANTI AL PORTION OF | TS SERVICES. THI'S CRITERION IS
SATI SFIED | F THE | NSTI TUTI ON BENEFI TS THE COMMUNI TY BY
ACTUALLY PROVI DI NG ANY ONE OF THE FOLLOW NG:
(1) GOODS OR SERVI CES TO ALL WHO SEEK THEM W THOUT
REGARD TO THEI R ABI LI TY TO PAY FOR WHAT THEY RECEI VE |F
ALL OF THE FOLLOW NG APPLY:
(A) THE I NSTI TUTI ON HAS A WRI TTEN POLI CY TO TH S
EFFECT.
(B) THE I NSTI TUTI ON HAS PUBLI SHED THI'S POLICY I N
A REASONABLE MANNER.
(C) THE I NSTI TUTI ON PROVI DES UNCOVPENSATED GOODS
OR SERVI CES AT LEAST EQUAL TO 75% OF THE
| NSTI TUTI ON' S NET OPERATI NG | NCOVE BUT NOT LESS THAN
3% OF THE | NSTI TUTI ON' S TOTAL OPERATI NG EXPENSES.
(I1) GOODS OR SERVI CES FOR FEES THAT ARE BASED UPON
THE RECI Pl ENT' S ABI LI TY TO PAY FOR THEM | F ALL OF THE
FOLLOW NG APPLY:
(A) THE I NSTI TUTI ON CAN DEMONSTRATE THAT | T HAS
| MPLEMENTED A WRI TTEN POLI CY AND A WRI TTEN SCHEDULE
OF FEES BASED ON | NDI VI DUAL OR FAM LY | NCOMVE. AN
| NSTI TUTI ON W LL MEET THE REQUI REMENT OF THI S CLAUSE
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I'F THE | NSTI TUTI ON CONSI STENTLY APPLI ES A FORMJLA TO

ALL I NDI VI DUALS REQUESTI NG CONS| DERATI ON OF REDUCED

FEES VHICH IS | N PART BASED ON | NDI VI DUAL OR FAM LY

I NCOVE.

(B) AT LEAST 20% OF THE | NDI VI DUALS RECEI VI NG

GOCDS OR SERVI CES FROM THE | NSTI TUTI ON PAY NO FEE OR

A FEE WVHICH | S LONER THAN THE COST OF THE GOODS OR

SERVI CES PROVI DED BY THE | NSTI TUTI ON.

(© AT LEAST 10% OF THE | NDI VI DUALS RECEI VI NG

GOCDS OR SERVI CES FROM THE | NSTI TUTI ON RECEI VE A

REDUCTI ON | N FEES OF AT LEAST 10% OF THE COST OF THE

GOCDS OR SERVI CES PROVI DED TO THEM

(D) NO I NDI VI DUAL RECEI VI NG GOCDS OR SERVI CES

FROM THE | NSTI TUTI ON PAYS A FEE VHICH | S EQUAL TO OR

GREATER THAN THE COST OF THE GOODS COR SERVI CES

PROVI DED TO THEM OR THE GOODS OR SERVI CES PROVI DED

TO THE | NDI VI DUALS DESCRI BED | N CLAUSE (B) ARE

COVPARABLE | N QUALITY AND QUANTI TY TO THE GOCDS OR

SERVI CES PROVI DED TO THOSE | NDI VI DUALS WHO PAY A FEE

VWH CH IS EQUAL TO OR GREATER THAN THE COST OF THE

GOCDS OR SERVI CES PROVI DED TO THEM

(1)  WHOLLY GRATUI TOQUS GOCDS OR SERVI CES TO AT
LEAST 5% OF THOSE RECEI VI NG SI M LAR GOODS OR SERVI CES
FROM THE | NSTI TUTI ON.

(1'V)  FI NANCI AL ASSI STANCE OR UNCOVPENSATED GOODS OR
SERVI CES TO AT LEAST 20% O THOSE RECEI VI NG SI M LAR GOODS
OR SERVI CES FROM THE | NSTI TUTI ON | F AT LEAST 10% OF THE
I NDI VI DUALS RECEI VI NG GOODS OR SERVI CES FROM THE
I NSTI TUTI ON EI THER PAI D NO FEES OR FEES WH CH WERE 90% OR
LESS OF THE COST OF THE GOODS OR SERVI CES PROVI DED TO
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THEM AFTER CONSI DERATI ON OF ANY FI NANCI AL ASSI STANCE
PROVI DED TO THEM BY THE | NSTI TUTI ON.

(V)  UNCOVPENSATED GOCDS OR SERVI CES WHICH, IN THE
AGGREGATE, ARE EQUAL TO AT LEAST 5% OF THE | NSTI TUTI ON S
COSTS OF PROVI DI NG GOODS OR SERVI CES.

(VI') GOODS OR SERVI CES AT NO FEE OR REDUCED FEES TO
GOVERNMENT AGENCI ES OR GOODS OR SERVI CES TO | NDI VI DUALS
ELI G BLE FOR GOVERNMENT PROGRAMS | F ANY ONE OF THE
FOLLOW NG APPLI ES:

(A) THE I NSTI TUTI ON RECEI VES 75% OR MORE OF I TS

GRCSS OPERATI NG REVENUE FROM GRANTS OR FEE- FOR-

SERVI CE PAYMENTS BY GOVERNMENT AGENCI ES AND | F THE

AGGREGATE AMOUNT OF FEE- FOR- SERVI CE PAYMENTS FROM

GOVERNMENT AGENCI ES DOES NOT EXCEED 95% OF THE

I NSTI TUTI ON''S COSTS OF PROVI DI NG GOODS OR SERVI CES TO

THE | NDI VI DUALS FOR VWHOM THE FEE- FOR- SERVI CES

PAYMENTS ARE MADE.

(B) THE I NSTI TUTI ON PROVI DES GOODS OR SERVI CES

TO | NDI VI DUALS W TH MENTAL RETARDATI ON, TO

I NDI VI DUALS VWHO NEED MENTAL HEALTH SERVI CES, TO

MEMBERS OF AN | NDI VI DUAL'S FAM LY OR GUARDI AN I N

SUPPCORT OF SUCH GOODS OR SERVI CES OR TO | NDI VI DUALS

WHO ARE DEPENDENT, NEGLECTED OR DELI NQUENT CHI LDREN,

AS LONG AS THE | NSTI TUTI ON PERFORMS DUTI ES THAT WOULD

OTHERW SE BE THE RESPONSI Bl LI TY OF GOVERNMENT AND THE

INSTITUTION | S RESTRICTED IN I TS ABILITY TO RETAIN

REVENUE OVER EXPENSES OR VOLUNTARY CONTRI BUTI ONS BY

ANY ONE OF THE FOLLOW NG STATUTES OR REGULATI ONS OR

BY CONTRACTUAL LI M TATIONS W TH COUNTY CHI LDREN AND

YOUTH OFFI CES I N TH S COVMONWEAL TH:
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(1) SECTIONS 1315(C) AND 1905(D) OF THE
SOCI AL SECURI TY ACT (49 STAT. 620, 42 U.S.C. §§
1396D(D) AND 1396N(C)).

(11) 42 CFR 440.150 (RELATING TO
| NTERVEDI ATE CARE FACI LI TY (I CF/ MR) SERVI CES.

(I11) 42 CFR PT. 483 SUBPT. | (RELATING TO
CONDI TI ONS OF PARTI Cl PATI ON FOR | NTERVEDI ATE CARE
FACI LI TI ES FOR THE MENTALLY RETARDED).

(V) THE ACT OF OCTOBER 20, 1966 (3RD
SP. SESS., P.L.96, NO 6), KNOAN AS THE MENTAL
HEALTH AND MENTAL RETARDATI ON ACT OF 1966.

(V) ARTICLES I, VIl, IX AND X OF THE ACT OF
JUNE 13, 1967 (P.L.31, NO 21), KNOW AS THE
PUBLI C WELFARE CODE.

(VI) 23 PAC.S. CH 63 (RELATING TO CHI LD
PROTECTI VE SERVI CES).

(VI1) 42 PA.C.S. CH 63 (RELATING TO
JUVENI LE MATTERS).

(VI11) 55 PA. CODE CHS. 3170 (RELATING TO
ALLOMBLE COSTS AND PROCEDURES FOR COUNTY
CHI LDREN AND YOUTH), 3680 ( RELATING TO
ADM NI STRATI ON AND OPERATI ON OF A CHI LDREN AND
YOUTH SOCI AL SERVI CE AGENCY) 4300 ( RELATI NG TO
COUNTY MENTAL HEALTH AND MENTAL RETARDATI ON
FI SCAL MANUAL), 6400 ( RELATI NG TO COMMUNI TY HOMES
FOR | NDI VI DUALS W TH MENTAL RETARDATI ON), 6500
( RELATI NG TO FAM LY LI VI NG HOVES), 6210 ( RELATI NG
TO PARTI Cl PATI ON REQUI REMENTS FOR THE
| NTERVEDI ATE CARE FACI LI TI ES FOR THE MENTALLY
RETARDED PROGRAM), 6211 ( RELATING TO ALLOWABLE
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COST REI MBURSEMENT FOR NON- STATE OPERATED
| NTERVEDI ATE CARE FACI LI TI ES FOR THE MENTALLY
RETARDED) AND 6600 ( RELATI NG TO | NTERMVEDI ATE CARE
FACI LI TI ES FOR AND 6600 ( RELATI NG TO | NTERVEDI ATE
CARE FACI LI TIES FOR THE MENTALLY RETARDED) .

(M) FUNDRAI SI NG ON BEHALF OF, OR GRANTS TO, AN

I NSTI TUTI ON OF PURELY PUBLI C CHARI TY, AN ENTITY SI M LARLY

RECOGNI ZED BY ANOTHER STATE OR FOREI GN JURI SDI CTI ON, A

QUALI FYI NG RELI G QUS ORGANI ZATI ON OR A GOVERNVMENT AGENCY

AND ACTUAL CONTRI BUTI ON OF A SUBSTANTI AL PORTI ON OF THE

FUNDS RAI SED OR CONTRI BUTI ONS RECEI VED TO AN | NSTI TUTI ON

OF PURELY PUBLI C CHARI TY, AN ENTITY SI M LARLY RECOGNI ZED

BY ANOTHER STATE OR FOREI GN JURI SDI CTI ON, A QUALI FYI NG

RELI G OQUS ORGANI ZATI ON OR A GOVERNMENT AGENCY.

(2) THE I NSTI TUTI ON MAY ELECT TO AVERAGE THE APPLI CABLE
DATA FOR I TS FI VE MOST RECENTLY COMPLETED FI SCAL YEARS FOR
THE PURPOSES OF CALCULATI NG ANY FORMULA OR MEETI NG ANY
QUANTI TATI VE STANDARD | N PARAGRAPH (1) .

(3) FOR THE PURPOSES OF CALCULATI NG THE NUMBER OF
I NDI VI DUALS FOR USE | N THE PERCENTAGE CALCULATIONS IN THI' S
SUBSECTI ON, EDUCATI ONAL | NSTI TUTI ONS MAY USE FULL TI ME
EQUI VALENT STUDENTS AS DEFI NED BY THE DEPARTMENT OF
EDUCATI ON.

(4) FOR PURPCSES CF THI S SUBSECTI ON, THE TERM
" UNCOVPENSATED GOODS OR SERVI CES' SHALL BE LIM TED TO ANY OF
THE FOLLOW NG

(1) THE FULL COST OF ALL GOODS OR SERVI CES PROVI DED

BY THE | NSTI TUTI ON FOR VWHI CH THE | NSTI TUTI ON HAS NOT

RECEI VED MONETARY COVPENSATI ON OR THE DI FFERENCE BETWEEN

THE FULL COST AND ANY LESSER FEE RECEI VED FOR THE GOODS
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OR SERVI CES, | NCLUDI NG THE COST OF THE GOODS OR SERVI CES
PROVI DED TO | NDI VI DUALS UNABLE TO PAY.

(1) THE DI FFERENCE BETWEEN THE FULL COST OF
EDUCATI ON AND RESEARCH PROGRAMS PROVI DED BY OR
PARTI Cl PATED I N BY THE | NSTI TUTI ON AND THE PAYMENT NMADE
TO THE | NSTI TUTI ON TO SUPPORT THE EDUCATI ON AND RESEARCH
PROGRAMS.

(1'r1)y THE DI FFERENCE BETWEEN THE FULL COST OF
PROVI DI NG THE GOODS OR SERVI CES AND THE PAYMENT MADE TO
THE | NSTI TUTI ON UNDER ANY GOVERNMENT PROGRAM | NCLUDI NG
I NDI VI DUALS COVERED BY MEDI CARE OR MEDI CAl D.

(1'V) THE DI FFERENCE BETWEEN THE FULL COST OF THE
COMMUNI TY SERVI CES WH CH THE | NSTI TUTI ON PROVI DES OR
PARTI Cl PATES I N AND THE PAYMENT MADE TO THE | NSTI TUTI ON
TO SUPPORT SUCH COMVUNI TY SERVI CES.

(V) THE REASONABLE VALUE OF ANY MONEYS, PROPERTY,
GOCDS OR SERVI CES DONATED BY A PRI MARY DONOR TO AN
I NSTI TUTI ON OF PURELY PUBLI C CHARI TY OR TO A GOVERNVENT
AGENCY OR THE REASONABLE VALUE OF THE NET DONATI ON MADE
BY A SECONDARY DONOR TO A PRI MARY DONOR. AS USED IN THI' S
SUBPARAGRAPH, THE FOLLOW NG WORDS AND PHRASES SHALL HAVE
THE FOLLOW NG MEANI NGS:

"NET DONATION." I N THE CASE OF A DONATI ON OF MONEY,
PROPERTY OR | DENTI CAL GOODS AND SERVI CES MADE BY A
SECONDARY DONCR, THE DI FFERENCE BETWEEN THE VALUE OF THE
DONATI ON MADE BY THE SECONDARY DONOR AND THE VALUE OF THE
DONATI ON MADE BY THE PRI MARY DONOR, PROVI DED SUCH VALUE
I S PCSI Tl VE.

"PRI MARY DONOR. " AN | NSTI TUTI ON VH CH MAKES A
DONATI ON OF ANY MONEY, PROPERTY, GOODS OR SERVI CES TO AN
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(B)

| NSTI TUTI ON OF PURELY PUBLI C CHARI TY.

" SECONDARY DONOR. " AN | NSTI TUTI ON WH CH RECEI VES A
DONATI ON OF ANY MONEY, PROPERTY, GOODS OR SERVI CES FROM A
PRI MARY DONOR AND THEN MAKES A DONATI ON BACK TO THAT
PRI MARY DONOR W THI N THREE YEARS OF HAVI NG RECEI VED SUCH
DONATI ON.

(VI) THE REASONABLE VALUE OF VOLUNTEER ASSI STANCE
DONATED BY | NDI VI DUALS WHO ARE | NVOLVED OR ASSI ST | N THE
PROVI S| ON OF GOODS OR SERVI CES BY THE | NSTI TUTI ON. THE
REASONABLE VALUE OF VOLUNTEER ASSI STANCE, COVPUTED ON AN
HOURLY BASI'S, SHALL NOT EXCEED THE " STATEW DE AVERAGE
WEEKLY WAGE" AS DEFI NED I N SECTI ON 105.1 OF THE ACT OF
JUNE 2, 1915 (P.L.736, NO 338), KNOW AS THE WORKERS
COVPENSATI ON ACT DI VI DED BY 40.

(VI1) THE COST OF GOODS OR SERVI CES PROVI DED BY AN
| NSTI TUTI ON LI CENSED BY THE DEPARTMENT OF HEALTH OR THE
DEPARTMVENT OF PUBLI C WELFARE TO | NDI VI DUALS WHO ARE
UNABLE TO PAY PROVI DED THAT REASONABLE AND CUSTOMARY
COLLECTI ON EFFORTS HAVE BEEN MADE BY THE | NSTI TUTI ON.

(VI11) THE VALUE OF ANY VOLUNTARY AGREEMENT AS SET
FORTH | N SECTI ON 7(C).

CHARI TY TO PERSONS. - -
(1) THE I NSTI TUTI ON MUST BENEFI T A SUBSTANTI AL AND

I NDEFI NI TE CLASS OF PERSONS WHO ARE LEGQ TI MATE SUBJECTS OF

CHARI TY.

(2) AS USED IN TH S SUBSECTI ON, THE FOLLOW NG WORDS AND

PHRASES SHALL HAVE THE MEANINGS G VEN TO THEM IN TH' S

PARAGRAPH:

"LEG TI MATE SUBJECTS OF CHARITY." THOSE | NDI VI DUALS WHO

ARE UNABLE TO PROVI DE THEMSELVES W TH WHAT THE | NSTI TUTI ON
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PROVI DES FOR THEM

" SUBSTANTI AL AND | NDEFI NI TE CLASS OF PERSONS. "  PERSONS
NOT PREDETERM NED | N NUMBER, PROVI DED THAT, WHERE THE GOCDS
OR SERVI CES ARE RECEI VED PRI MARI LY BY MEMBERS COF THE
I NSTI TUTI ON, MEMBERSHI P CANNOT BE PREDETERM NED | N NUMBER AND
CANNOT BE ARBI TRARI LY DENI ED BY A VOTE OF THE EXI STI NG
MEMBERS. THI S SUBSECTI ON SPECI FI CALLY RECOGNI ZES THAT THE USE
OF ADM SSI ONS CRI TERI A AND ENROLLMENT LI M TATI ONS BY
EDUCATI ONAL | NSTI TUTI ONS DO NOT CONSTI TUTE PREDETERM NED
MEMBERSHI P OR ARBI TRARY RESTRI CTI ONS ON MEMBERSHI P SO AS TO
VI OLATE THI' S SECTI ON AND RECOGNI ZES THAT AN | NSTI TUTI ON MAY
REASONABLY DENY MEMBERSH P BASED ON THE TYPES OF SERVICES | T
PROVI DES, AS LONG AS DENITAL IS NOT IN VI OLATI ON OF FEDERAL OR
STATE ANTI DI SCRI M NATI ON LAW5S, SUCH AS THE CIVIL RI GHTS ACT
OF 1964 (PUBLIC LAW 88-352, 78 STAT. 241) AND THE ACT OF
OCTOBER 27, 1955 (P.L.744, NO 222), KNOM AS THE PENNSYLVAN A
HUVAN RELATI ONS ACT.

(3) AN INSTITUTI ON SHALL BE CONSI DERED TO BENEFI T A
SUBSTANTI AL AND | NDEFI NI TE CLASS OF PERSONS VWHO ARE
LEG TI MATE SUBJECTS OF CHARITY | F THE I NSTI TUTION I S
PRI MARI LY ENGAGED | N FUNDRAI SI NG ON BEHALF OF OR MAKI NG
GRANTS TO AN | NSTI TUTI ON OF PURELY PUBLI C CHARI TY, AN ENTITY
SI'M LARLY RECOGNI ZED BY ANOTHER STATE OR FOREI GN
JURI SDI CTI ON, A QUALI FYI NG RELI G QUS ORGANI ZATI ON OR A
GOVERNMENT AGENCY AND THERE |'S ACTUAL CONTRI BUTI ON OF A
SUBSTANTI AL PORTI ON OF THE FUNDS RAI SED OR CONTRI BUTI ONS
RECEI VED TO AN | NSTI TUTI ON OF PURELY PUBLI C CHARI TY, AN
ENTI TY SIM LARLY RECOGNI ZED BY ANOTHER STATE OR FOREI GN
JURI SDI CTI ON, A QUALI FYI NG RELI G QUS ORGANI ZATI ON OR A
GOVERNMVENT  AGENCY.
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1 (4) AN I NSTI TUTI ON WHI CH OPERATES EXCLUSI VELY ON A

2 VOLUNTARY BASI S TO PROVI DE EMERGENCY HEALTH AND SAFETY

3 SERVI CES TO THE COVMUNI TY OR AN | NSTI TUTI ON WHI CH PROVI DES

4 FUNDS AND SUPPORT EXCLUSI VELY TO VOLUNTEER | NSTI TUTI ONS WHI CH
5 PROVI DE EMERGENCY HEALTH AND SAFETY SERVI CES TO THE COVMUNI TY
6 SHALL BE CONSI DERED TO BENEFI T A SUBSTANTI AL AND | NDEFI NI TE

7 CLASS OF PERSONS WHO ARE LEG TI MATE SUBJECTS OF CHARI TY.

8 (5) AN I NSTI TUTI ON SHALL NOT BE CONSI DERED TO BENEFI T A
9 SUBSTANTI AL AND | NDEFI NI TE CLASS OF PERSONS WHO ARE

10 LEG TI MATE SUBJECTS OF CHARITY | F:

11 (1) THE INSTITUTION |'S NOT QUALI FI ED UNDER SECTI ON
12 501(C) (3) OF THE | NTERNAL REVENUE CODE OF 1986 (26 U.S.C.
13 § 501(0)(3)); AND

14 (11) THE INSTI TUTION IS QUALI FI ED UNDER SECTI ON

15 501(C) (4), (5), (6), (7), (8) OR (9) OF THE | NTERNAL

16 REVENUE CODE OF 1986 (26 U.S.C. § 501(C)(4), (5), (6),

17 (7), (8) OR (9)) AS ANY OF THE FOLLOW NG

18 (A) AN ASSOCI ATI ON OF EMPLOYEES, THE MEMBERSHI P
19 OF WHICH IS LIM TED TO THE EMPLOYEES OF A DESI GNATED
20 PERSON OR PERSONS.

21 (B) A LABOR ORGANI ZATI ON,

22 (C) AN AGRI CULTURAL OR HORTI CULTURAL

23 ORGANI ZATI ON,

24 (D) A BUSINESS LEAGUE, CHAMBER OF COMMERCE, REAL
25 ESTATE BOARD, BOARD OF TRADE OR PROFESSI ONAL SPORTS
26 L EAGUE.

27 (E) A CLUB ORGANI ZED FOR PLEASURE OR RECREATI ON.
28 (F) A FRATERNAL BENEFI Cl ARY SOCI ETY, ORDER OR
29 ASSOCI ATI ON.

30 (F) GOVERNMENT SERVI CE. - - THE | NSTI TUTI ON MUST RELI EVE THE
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GOVERNMENT OF SOVE OF I TS BURDEN. THIS CRITERION IS SATISHI ED | F

2 THE I NSTI TUTI ON MEETS ANY ONE OF THE FOLLOW NG

© o0 ~N oo o b~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

(1) PROVIDES A SERVICE TO THE PUBLI C THAT THE GOVERNVENT
WOULD OTHERW SE BE OBLI GED TO FUND OR TO PROVI DE DI RECTLY OR
| NDI RECTLY OR TO ASSURE THAT A SIM LAR | NSTI TUTI ON EXI STS TO
PROVI DE THE SERVI CE.

(2) PROVIDES SERVI CES | N FURTHERANCE OF | TS CHARI TABLE
PURPOSE VWHI CH ARE El THER THE RESPONSI BI LI TY OF THE GOVERNVENT
BY LAW OR WHI CH HI STORI CALLY HAVE BEEN ASSUMED OR OFFERED OR
FUNDED BY THE GOVERNMVENT.

(3) RECEIVES ON A REGULAR BASI S PAYMENTS FOR SERVI CES
RENDERED UNDER A GOVERNMENT PROGRAM | F THE PAYMENTS ARE LESS
THAN THE FULL COSTS | NCURRED BY THE | NSTI TUTI ON, AS
DETERM NED BY GENERALLY ACCEPTED ACCOUNTI NG PRI NCI PLES.

(4) PROVIDES A SERVI CE TO THE PUBLI C WHI CH DI RECTLY OR
| NDI RECTLY REDUCES DEPENDENCE ON GOVERNMENT PROGRAMS OR
RELI EVES OR LESSENS THE BURDEN BORNE BY GOVERNVENT FOR THE
ADVANCEMENT OF SOCI AL, MORAL, EDUCATI ONAL OR PHYSI CAL
OBJECTI VES.

(5) ADVANCES OR PROMOTES RELI GI ON AND |'S OANED AND
OPERATED BY A CORPORATI ON OR OTHER ENTI TY AS A RELI G OUS
M NI STRY AND OTHERW SE SATI SFI ES THE CRI TERI A SET FORTH I N
SECTI ON 5.

(6) HAS A VOLUNTARY AGREEMENT UNDER SECTI ON 7.

(G OTHER NONPROFI T ENTI TI ES. - - A NONPROFI T PARENT
CORPORATI ON, TOGETHER W TH ALL OF | TS SUBSI DI ARY NONPROFI T
CORPORATI ONS, MAY ELECT TO BE CONSI DERED AS A SI NGLE | NSTI TUTI ON
I N MEETI NG THE CRI TERIA SET FORTH IN THI'S SECTI ON AS LONG AS ALL
OF THE FOLLON NG ARE MET:
(1) EACH SUBSI DI ARY:
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(1) 1S A NONSTOCK CORPORATI ON OF WHI CH THE NONPROFI T

PARENT CORPORATI ON |'S THE ONLY MEMBER, AND

(11) MEETS THE REQUI REMENTS OF THI S SECTI ON.
(2) THE PARENT:
(1) 1S A NONSTOCK CORPORATI ON;
(I1) 1S QUALIFIED 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 (26 U.S.C. § 501(C)(3));

(111) MEETS THE REQUI REMENTS OF SUBSECTI ON (B) AND

(C); AND

(1V) EXCEPT FOR SERVI CES THAT MEET THE REQUI REMENTS

OF TH'S SECTI ON, 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).

(H  PARCEL REVI EW --

(1) NOTHING IN TH S ACT SHALL AFFECT, | MPAIR OR H NDER
THE RESPONSI Bl LI TI ES OR PREROGATI VES OF THE POLI TI CAL
SUBDI VI S| ON RESPONSI BLE FOR MAI NTAI NI NG REAL PROPERTY
ASSESSMENT ROLLS TO MAKE A DETERM NATI ON WHETHER A PARCEL OF
PROPERTY OR A PORTI ON OF A PARCEL OF PROPERTY |S BEI NG USED
TO ADVANCE THE CHARI TABLE PURPOSE OF AN | NSTI TUTI ON OF PURELY
PUBLI C CHARI TY, OR TO ASSESS THE PARCEL OR PART OF THE PARCEL
OF PROPERTY AS TAXABLE BASED ON THE USE OF THE PARCEL OR PART
OF THE PARCEL FOR PURPOSES OTHER THAN THE CHARI TABLE PURPOSE
OF THAT | NSTI TUTI ON.

(2) NOTHING IN TH' S ACT SHALL PROHI Bl T AN-AGGR-EVED
PERSON-CR A POLI TI CAL SUBDI VI S| ON FROM FI LI NG CHALLENGES FO-
OR PROHHBHT—A—POLHTHCAL—SUBDHVA-SHON-FROM MAKI NG
DETERM NATI ONS AS TO- WHETHER A PARTI CULAR PARCEL OF PROPERTY
| S BEI NG USED TO ADVANCE THE CHARI TABLE PURPCSE OF AN
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I NSTI TUTI ON OF PURELY PUBLI C CHARI TY.

(1) STANDARDS. - - AN | NSTI TUTI ON OF PURELY PUBLI C CHARI TY MAY
CONDUCT ACTI VI TI ES | NTENDED TO | NFLUENCE LEQ SLATI ON PROVI DED
THAT NO SUBSTANTI AL PART OF THE ACTI VI TIES OF AN | NSTI TUTI ON OF
PURELY PUBLI C CHARI TY SHALL CONSI ST OF CARRYI NG ON PROPAGANDA,
EXCEPT AS OTHERW SE PROVI DED I N SECTI ON 501(H) OF THE | NTERNAL
REVENUE CODE OF 1986 (26 U.S.C. § 501(H)) OR PARTICI PATING IN OR
I NTERVENI NG | N, | NCLUDI NG THE PUBLI SHI NG OR DI STRI BUTI NG OF
STATEMENTS, ANY POLI TI CAL CAMPAI GN ON BEHALF OF, OR I N
OPPCsSI TI ON TGO, ANY CANDI DATE FOR PUBLI C OFFI CE AS SUCH
LI M TATI ONS ARE | NTERPRETED UNDER SECTI ON 501 OF THE | NTERNAL
REVENUE CCDE OF 1986 (26 U.S.C. § 501).

SECTI ON 6. PRESUMPTI ON PROCESS.

(A) PRESUWMPTI ON DETERM NATI ON. - - AN | NSTI TUTI ON OF PURELY
PUBLI C CHARI TY POSSESSI NG A VALI D EXEMPTI ON FROM THE TAX | MPOSED
BY ARTICLE Il OF THE ACT OF MARCH 4, 1971 (P.L.6, NO 2), KNOMN
AS THE TAX REFORM CODE OF 1971, SHALL BE ENTI TLED TO ASSERT A
REBUTTABLE PRESUMPTI ON REGARDI NG THAT | NSTI TUTI ON' S COVPLI ANCE
WTH THE CRI TERIA SET FORTH I N SECTION 5 AS FOLLOWG:

(1) AN INSTITUTION OF PURELY PUBLI C CHARI TY THAT HAS

ANNUAL PROGRAM SERVI CE REVENUE LESS THAN $10, 000, 000 SHALL BE

ENTI TLED TO ASSERT THE PRESUMPTI ON | F THE | NSTI TUTI ON

POSSESSES A VALI D EXEMPTI ON UNDER SECTI ON 204(10) OF THE TAX

REFORM CODE OF 1971.

(2) AN I NSTITUTI ON OF PURELY PUBLI C CHARI TY THAT HAS

ANNUAL PROGRAM SERVI CE REVENUE EQUAL TO OR EXCEEDI NG

$10, 000, 000 SHALL BE ENTI TLED TO ASSERT THE PRESUMPTI ON | F

ALL OF THE FOLLOW NG APPLY:

(1) THE I NSTI TUTI ON POSSESSES A VALI D EXEMPTI ON
UNDER SECTI ON 204(10) OF THE TAX REFORM CODE OF 1971; AND
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(1'l') THE I NSTI TUTI ON HAS A VOLUNTARY AGREEMENT AS

PROVI DED UNDER SECTION 7 WTH A POLI TI CAL SUBDI VI SI ON | N

VWH CH THAT | NSTI TUTI ON CONDUCTS SUBSTANTI AL BUSI NESS

OPERATI ONS.

(3) THE PRESUMPTI ON PURSUANT TO PARAGRAPH (2) MAY BE
ASSERTED BY AN I NSTI TUTI ON OF PURELY PUBLI C CHARI TY ONLY W TH
REGARD TO A CHALLENGE MADE CONCERMNFNG-OR BY A PCLI TI CAL
SUBDI VI SI ON W TH VWHI CH THAT | NSTI TUTI ON HAS A VOLUNTARY
AGREEMENT | N EFFECT PURSUANT TO SECTI ON 7.

(4) FOR THE PURPOSE COF CALCULATI NG ANNUAL PROGRAM
SERVI CE REVENUE UNDER THI' S SECTI ON, AN | NSTI TUTI ON OF PURELY
PUBLI C CHARI TY MAY ELECT TO AVERAGE ANNUAL PROGRAM SERVI CE
REVENUE FOR | TS TWO MOST RECENTLY COVPLETED FI SCAL YEARS.

(5) COMMENCI NG JULY 1, 1999, AND EVERY YEAR THEREAFTER,
THE DEPARTMENT OF REVENUE SHALL | NCREASE THE AMOUNT SET FORTH
I N PARAGRAPHS (1) AND (2) BY 1% THE DEPARTMENT SHALL
TRANSM T NOTI CE OF THE ADJUSTMENT TO THE LEG SLATI VE
REFERENCE BUREAU FOR PUBLI CATI ON I N THE PENNSYLVANI A
BULLETI N.

(B) BURDEN OF PROCF.--1F AN I NSTI TUTI ON OF PURELY PUBLI C
CHARI TY ASSERTS A PRESUMPTI ON UNDER SUBSECTI ON (A), AN-AGGRIEVED
PERSGN-CR A POLI TI CAL SUBDI VI SI ON CHALLENG NG THAT | NSTI TUTI ON
BEFORE A GOVERNMENT AGENCY OR COURT SHALL BEAR THE BURDEN, BY A
PREPONDERANCE OF THE EVI DENCE, OF PROVI NG THAT THE | NSTI TUTI ON
OF PURELY PUBLI C CHARI TY DCES NOT' COVPLY W TH THE REQUI REMENTS
OF SECTI ON 5.

(© | SSUANCE OF WRI TTEN ORDER. - - THE DEPARTMENT SHALL FURNI SH
A VWRI TTEN ORDER TO ANY | NSTI TUTI ON APPLYlI NG FOR EXEMPTI ON UNDER
SECTI ON 204(10) OF THE TAX REFORM CODE CF 1971 APPROVI NG OR
DENYI NG THE EXEMPTI ON. AN ORDER DENYlI NG AN EXEMPTI ON SHALL
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I NCLUDE SPECI FI C | NFORVATI ON CONCERNI NG THAT | NSTI TUTI ON' S
FAI LURE TO COWPLY W TH AT LEAST ONE OF THE CRI TERI A UNDER
SECTI ON 5.

(D)  WAI'VER OF CONFI DENTI ALI TY. -- AN | NSTI TUTI ON OF PURELY
PUBLI C CHARI TY ASSERTI NG A PRESUMPTI ON UNDER SUBSECTI ON ( A)
SHALL BE DEEMED TO HAVE WAI VED ANY RI GHT TO CONFI DENTI ALI' TY W TH
REGARD TO ALL RECORDS I N THE POSSESSI ON OF THE DEPARTMENT
RELATI NG TO THE APPLI CATI ON FOR EXEMPTI ON. THESE RECORDS SHALL
BE DEEMED PUBLI C RECORDS THAT THE DEPARTMENT MUST FURNI SH TO ANY
PERSON UPON REQUEST. A POLI TI CAL SUBDI VI SI ON CHALLENG NG SUCH
PRESUMPTI ON MAY REQUEST FROM THE | NSTI TUTI ON OF PURELY PUBLI C
CHARI TY ALL RELEVANT FI NANCI AL STATEMENTS, RECORDS AND DOCUMENTS
USED TO OBTAI N THE EXEMPTI ON UNDER SECTI ON 204(10) OF THE TAX
REFORM CODE OF 1971. FAI LURE BY THAT I NSTI TUTI ON TO SUPPLY OR,
AT I TS OPTION, TO PERM T | NSPECTI ON OF SUCH | NFORVATION IN I TS
POSSESSI ON W THI N 30 DAYS SHALL ELI M NATE THE PRESUMPTI ON W TH
RESPECT TO THAT CHALLENGE.

(E) DEPARTMENT | NVOLVEMENT. - - A DETERM NATI ON MADE UNDER THI S
SECTI ON SHALL NOT, | N ANY WAY, SUBJECT THE DEPARTMENT TO
PARTI Cl PATI ON | N ANY CONTROVERSY, DI SCOVERY OR LI TI GATI ON
BETVWEEN AN-AGERIHEVEDPERSON-OR A PCLI TI CAL SUBDI VI SI ON AND AN
I NSTI TUTI ON CLAI M NG THE EXEMPTI ON AS AN | NSTI TUTI ON OF PURELY
PUBLI C CHARI TY, OTHER THAN PROVI DI NG A COPY OF | TS WRI TTEN ORDER
AND ANY SUPPORTI NG DOCUMENTATI ON SUPPLI ED TO THE DEPARTMENT BY
THAT | NSTI TUTI ON.

SECTI ON 7. VOLUNTARY AGREEMENTS.

(A) CENERAL RULE.--A POLITI CAL SUBDI VI SI ON MAY EXECUTE A
VOLUNTARY AGREEMENT W TH AN | NSTI TUTI ON THAT OMNS REAL PROPERTY
WTH N THE POLI TI CAL SUBDI VI SI ON. ALL CONTRI BUTI ONS RECEI VED
FROM SUCH VOLUNTARY AGREEMENTS SHALL BE USED TO HELP ENSURE THAT
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ESSENTI AL GOVERNMVENTAL, PUBLI C OR COMMUNI TY SERVI CES W LL
CONTI NUE TO BE PROVIDED I N A MANNER THAT WLL PERM T AN

| NSTI TUTI ON TO CONTI NUE TO FULFILL | TS CHARI TABLE M SSI ON.

NOTHI NG I N THI S SECTI ON SHALL BE CONSTRUED TO PROHIBI T A

POLI TI CAL SUBDI VI S| ON FROM SHARI NG W TH ANOTHER POLI TI CAL

SUBDI VI SI ON A PORTI ON OF THE PROCEEDS DERI VED FROM A VOLUNTARY
AGREEMENT UPON THE MUTUAL AGREEMENT OF ALL AFFECTED PARTI ES.

(B) PUBLI C SERVI CE FOUNDATI ONS. - - | NSTI TUTI ONS OF PURELY
PUBLI C CHARI TY MAY ESTABLISH A PUBLI C SERVI CE FOUNDATI ON, UPON
MUTUAL AGREEMENT W TH A POLI TI CAL SUBDI VI SI ON, FOR THE PURPCSE
OF RECEI VI NG CONTRI BUTI ONS FROM | NSTI TUTI ONS OF PURELY PUBLIC
CHARI TY. UPON AGREEMENT, THE FOUNDATI ON SHALL MAKE DI STRI BUTI ONS
OR GRANTS TO A PARTI Cl PATI NG POLI TI CAL SUBDI VI SI ON TO HELP
ENSURE THAT ESSENTI AL GOVERNMENTAL, PUBLIC OR COMMUNI TY SERVI CES
W LL CONTI NUE TO BE PROVIDED I N A MANNER THAT WLL PERM T AN
| NSTI TUTI ON TO CONTI NUE TO FULFILL | TS CHARI TABLE M SSION. A
POLI TI CAL SUBDI VI S| ON VHI CH RECEI VES A DI STRI BUTI ON OR GRANT
FROM A PUBLI C SERVI CE FOUNDATI ON SHALL NOT ASSESS OR SEEK A
SEPARATE CONTRI BUTI ON FOR SERVI CES FROM | NSTI TUTI ONS OF PURELY
PUBLI C CHARI TY PARTI Cl PATI NG | N A FOUNDATI ON,

(C) ADDI TIONAL CREDI T FOR VOLUNTARY AGREEMENTS. - - AN
| NSTI TUTI ON WHI CH HAS ENTERED | NTO A VOLUNTARY AGREEMENT MAY
CREDI T THE FOLLOWN NG PERCENTAGE OF THE REASONABLE VALUE OF | TS
CONTRI BUTI ON FOR PURPCSES OF COMPUTI NG THE COVMUNI TY SERVI CE
CRI TERI A SET FORTH I N SECTI ON 5(D)(4) (VI 11):

(1) |F THE REASONABLE VALUE OF THE I NSTI TUTION S

CONTRI BUTI ON | S EQUAL TO OR LESS THAN 0. 15% OF | TS PROGRAM

SERVI CE REVENUE, THE | NSTI TUTI ON MAY CREDI T THE ENTI RE

CONTRI BUTI ON AT 150% OF | TS VALUE.

(2) |F THE REASONABLE VALUE OF THE | NSTI TUTION S
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CONTRI BUTI ON | S GREATER THAN 0. 15% BUT LESS THAN 0. 25% OF | TS

PROGRAM SERVI CE REVENUE, THE | NSTI TUTI ON MAY CREDI T THE

ENTI RE CONTRI BUTI ON AT 250% OF | TS VALUE.

(3) | F THE REASONABLE VALUE OF THE | NSTI TUTION S

CONTRI BUTI ON | S EQUAL TO OR GREATER THAN 0. 25% OF | TS PROGRAM

SERVI CE REVENUE, THE | NSTI TUTI ON MAY CREDI T THE ENTI RE

CONTRI BUTI ON AT 350% OF | TS VALUE.

(D) EXI STI NG AGREEMENTS. --NOTHI NG IN THIS ACT SHALL BE
CONSTRUED TO AFFECT, | MPAI R, TERM NATE OR SUPERSEDE ANY
CONTRACT, AGREEMENT OR OTHER ARRANGEMENT | N EFFECT ON OR BEFORE
THE EFFECTI VE DATE OF TH' S SECTI ON BETWEEN AN | NSTI TUTI ON AND A
PCLI TI CAL SUBDI VI SI ON, VWH CH AUTHORI ZES OR REQUI RES PAYMENT OF
TAXES, AMOUNTS I N LI EU OF TAXES OR OTHER CHARGES OR FEES FOR THE
SERVI CES OF A PCLI TI CAL SUBDI VI SI ON.

(E) NEW AGREEMENTS. --NOTHING I N THI S ACT SHALL BE CONSTRUED
TO IMPAIR OR OTHERW SE INH BI' T THE RI GHT OR ABI LI TY OF ANY
I NSTI TUTI ON SEEKI NG OR POSSESSI NG AN EXEMPTI ON AS AN | NSTI TUTI ON
OF PURELY PUBLI C CHARI TY, A PUBLI C SERVI CE FOUNDATI ON OR A
PCLI TI CAL SUBDI VI SI ON FROM EXECUTI NG VOLUNTARY AGREEMENTS AFTER
THE EFFECTI VE DATE OF TH S SECTI ON.

SECTI ON 8. UNFAI R COVPETI TI ON W TH SMALL BUSI NESSES.

(A) INTENT.--1T IS THE POLICY OF THI S ACT THAT | NSTI TUTI ONS
OF PURELY PUBLI C CHARI TY SHALL NOT USE THEI R TAX- EXEMPT STATUS
TO COMPETE UNFAI RLY W TH SMALL BUSI NESS.

(B) CGENERAL RULE. --AN I NSTI TUTI ON OF PURELY PUBLI C CHARI TY
MAY NOT FUND, CAPI TALI ZE, GUARANTEE THE | NDEBTEDNESS OF, LEASE
OBLI GATI ONS OF, OR SUBSI DI ZE A COMVERCI AL BUSI NESS THAT | S
UNRELATED TO THE | NSTI TUTI ON' S CHARI TABLE PURPOSE AS STATED | N
THE | NSTI TUTI ON' S CHARTER OR GOVERNI NG LEGAL DOCUMENTS.

(©) EXCEPTIONS. - -1 NSTI TUTI ONS OF PURELY PUBLI C CHARI TY ARE
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NOT I N VI CLATI ON OF SUBSECTION (B) I'F ANY OF THE FOLLOW NG
APPLY:
(1) THE COMMVERCI AL BUSI NESS IS | NTENDED ONLY FOR THE USE

OF I'TS EMPLOYEES, STAFF, ALUWNI, FACULTY, MEMBERS, STUDENTS,

CLI ENTS, VOLUNTEERS, PATIENTS OR RESI DENTS. FOR PURPOSES OF

TH S PARAGRAPH, A PERSON SHALL NOT BE CONS|I DERED AN EMPLOYEE,

STAFF, MEMBER, ALUMNUS, FACULTY, STUDENT, CLIENT, VOLUNTEER,

PATI ENT OR RESI DENT | F THE PERSON S ONLY RELATI ONSH P W TH

THE | NSTI TUTI ON OF PURELY PUBLI C CHARI TY IS TO RECEI VE

PRODUCTS OR SERVI CES RESULTI NG FROM THE COWMERCI AL BUSI NESS.

(2) THE COMMERCI AL BUSI NESS RESULTS I N SALES TO THE

GENERAL PUBLI C THAT ARE | NCl DENTAL OR PERI GDI C RATHER THAN

PERVANENT AND ONGO NG

(D) SUPPORT FOR OTHER CHARI TI ES. --NOTHING I N TH S SECTI ON
SHALL BE CONSTRUED AS PRCH Bl TI NG OR LIM TI NG THE ABI LI TY OF AN
I NSTI TUTI ON OF PURELY PUBLI C CHARI TY TO FUND, CAPI TALI ZE,
GUARANTEE THE | NDEBTEDNESS OF OR OTHERW SE SUBSI DI ZE ANOTHER
I NSTI TUTI ON OF PURELY PUBLI C CHARI TY.

(E) I NVESTMENTS. - - THE | NVESTMENT | N PUBLI CLY TRADED STOCKS
AND BONDS; REAL ESTATE, WHETHER DI RECTLY OR | NDI RECTLY; OR OTHER
I NVESTMENTS BY AN | NSTI TUTI ON OF PURELY PUBLI C CHARI TY DCES NOT
VI OLATE SUBSECTI ON ( B).

(F) EDUCATI ONAL FUNCTI ONS. - - USE OF FACI LI TIES TO HOST GROUPS
FOR EDUCATI ONAL PURPOSES BY AN | NSTI TUTI ON OF PURELY PUBLI C
CHARI TY DOES NOT VI OLATE SUBSECTI ON ( B).

(G GOVERNMENT FUNCTI ONS. - - AN | NSTI TUTI ON OF PURELY PUBLI C
CHARI TY MAY ENGAGE | N A NEW COWERCI AL BUSI NESS THAT NAY
OTHERW SE BE I N VI OLATI ON OF SUBSECTION (B) I F THE | NSTI TUTI ON
IS FORVMALLY REQUESTED TO DO SO BY THE COVMONWEALTH OR A
PCLI TI CAL SUBDI VI SI ON.
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(H)  EXI STI NG BUSI NESS ARRANGEMENTS. - - AN | NSTI TUTI ON OF
PURELY PUBLI C CHARI TY THAT PRI OR TO THE EFFECTI VE DATE OF TH S
SECTI ON FUNDED, CAPI TALI ZED, GUARANTEED THE | NDEBTEDNESS OF,
LEASED OBLI GATI ONS OF OR SUBSI DI ZED A COWERCI AL BUSI NESS MAY
CONTI NUE TO OAN AND OPERATE SUCH BUSI NESSES W THOUT VI OLATI NG
SUBSECTI ON (B) AS LONG AS THE | NSTI TUTI ON DOES NOT SUBSTANTI ALLY
EXPAND THE SCOPE OF THE COMMERCI AL BUSI NESS. | N THE EVENT AN
I NJUNCTION | S | SSUED UNDER SUBSECTI ON (1), THE EFFECT OF SUCH
I NJUNCTI ON SHALL BE LI M TED TO RESTRAI NI NG THE SUBSTANTI AL
EXPANSI ON OF THE SCOPE OF THE COMVERCI AL BUSI NESS VWH CH WAS
I NI TI ATED AFTER THE EFFECTI VE DATE OF TH S SECTI ON.

(1) REMEDIES. - - THE DEPARTMENT OF STATE SHALL ESTABLI SH A
SYSTEM OF MANDATORY ARBI TRATI ON FOR THE PURPCSE OF RECEI VI NG ALL
COVWPLAI NTS FROM AGGRI EVED SMALL BUSI NESSES RELATI NG TO AN
I NSTI TUTI ON OF PURELY PUBLI C CHARI TY' S ALLEGED VI OLATI ON OF
TH' 'S SECTI ON. UPON RECEI PT OF SUCH COVPLAI NT, THE DEPARTMENT
SHALL DI RECT THAT THE COWVPLAI NT BE RESOLVED AS PROVIDED IN TH S
SUBSECTI ON.

(1) ALL COWLAINTS SHALL BE IN THE FORM OF A SWORN

STATEMENT SETTI NG FORTH ALL ALLEGATI ONS AND REQUESTS FOR

RELI EF, AND SHALL BE FI LED W TH THE DEPARTMENT, TOGETHER W TH

A FEE AS PRESCRI BED BY THE DEPARTMENT.

(2) WTH N TEN DAYS CF FI LI NG THE COWPLAI NT WTH THE

DEPARTMENT, THE AGGRI EVED SMALL BUSI NESS SHALL SERVE A COPY

OF THE COWVPLAI NT ON THE | NSTI TUTI ON OF PURELY PUBLI C CHARI TY

AGAI NST WHI CH THE COVPLAI NT IS FILED. THE | NSTI TUTI ON OF

PURELY PUBLI C CHARI TY MUST RESPOND TO THE COVPLAI NT W THI N 30

DAYS OF | TS RECEI PT BY THE | NSTI TUTI ON OF THE PURELY PUBLI C

CHARI TY.

(3) WTH N 30 DAYS FOLLOW NG THE PERI OD OF Tl ME ALLOTTED
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TO THE | NSTI TUTI ON OF PURELY PUBLI C CHARI TY TO RESPOND TO THE
COVPLAI NT, THE DEPARTMENT SHALL PROVI DE AN UNBI ASED AND

QUALI FI ED ARBI TRATOR WHO POSSESSES SUFFI CI ENT KNOW.EDGE
REGARDI NG SUCH | NSTI TUTI ONS TO ADJUDI CATE THE MATTER. | F THE
I NSTI TUTI ON OF PURELY PUBLI C CHARI TY DOES NOT PARTI Cl PATE | N
THE ARBI TRATI ON, THE ARBI TRATOR MAY | SSUE AN ORDER TO COVPEL
SUCH PARTI Cl PATI ON. SUCH AN ORDER SHALL BE ENFORCEABLE BY THE
COURT OF COMMON PLEAS IN THE JUDI CI AL DI STRI CT WHERE THE

ARBI TRATI ON TAKES PLACE.

(4) THE ARBI TRATI ON SHALL TAKE PLACE I N THE JUDI ClI AL
DI STRICT I N VWH CH THE NSHAUJH-ON-CFPURELY—PUBLI-CCHARH-Y <—
AGGRI EVED SMALL BUSI NESS | S LOCATED. THE DEPARTMENT SHALL <—
PROVI DE THE ARBI TRATOR ALL RELEVANT MATERI AL REGARDI NG THE
COVPLAI NT, | NCLUDI NG THE ORI G NAL COVPLAI NT, THE I NSTI TUTI ON
OF PURELY PUBLI C CHARI TY' S RESPONSE TO THE COVPLAI NT AND
COPI ES OF ANY OTHER RELEVANT | NFORVATI ON WH CH THE DEPARTMENT
MAY POSSESS. THE ARBI TRATI ON SHALL BE COVPLETED W THI N ONE
YEAR FROM THE DATE ON VWH CH THE ARBI TRATOR WAS ASSI| GNED.

(5 WTH N 30 DAYS OF THE ARBI TRATOR S ASSI GNMVENT, THE
ARBI TRATOR SHALL DETERM NE | F THE COMPLAI NT SETS FORTH PRI MA
FACI E EVI DENCE THAT A VI OLATI ON OF THI S SECTI ON HAS OCCURRED.
| F THE ARBI TRATOR DETERM NES THAT THE COVPLAI NT DOES NOT
CONTAI'N PRI MA FACI E EVI DENCE, THE ARBI TRATOR SHALL | SSUE A
VWRI TTEN REPORT DETAI LI NG THE FI NDI NGS AND SHALL TERM NATE THE
ARBI TRATI ON. A SMALL BUSI NESS MAY APPEAL SUCH A DETERM NATI ON
AS PROVI DED | N PARAGRAPH (9).

(6) THE ARBI TRATOR SHALL DETERM NE | F THE ACTIVITY OF
THE | NSTI TUTI ON OF PURELY PUBLIC CHARITY IS I N VI OLATI ON OF
TH'S SECTI ON. I N MAKI NG THI S DETERM NATI ON, THE ARBI TRATOR
SHALL REVI EW ALL RELEVANT LAW | NCLUDI NG PREVI QUS
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ARBI TRATORS' DECI SI ONS; REGULATI ONS; AND THE CHARTER OR
GOVERNI NG LEGAL DOCUMENTS OF THE | NSTI TUTI ON OF PURELY PUBLI C
CHARI TY.

(7) THE DECI SI ON CF THE ARBI TRATOR SHALL BE SET FORTH I N
A WRI TTEN DECI SI ON | SSUED TO EACH PARTY, SPECI FYI NG FI NDI NGS
OF FACT AND CONCLUSI ONS OF LAW | F THE ARBI TRATOR FI NDS A
VI OLATION OF TH' S SECTI ON, THE ARBI TRATOR MAY | NCLUDE AN
ORDER OR | NJUNCTI ON AS PART OF THE DECI SI ON, PROVI DED THAT NO
DAMAGES MAY BE ASSESSED AGAI NST AN | NSTI TUTI ON OF PURELY
PUBLI C CHARI TY.

(8) UPON AGREEMENT OF THE PARTIES, THE DECI SI ON OF THE
ARBI TRATOR SHALL BE FI NAL AND BI NDI NG AS TO ALL MATTERS OF
FACT AND LAW AND SHALL BE ENTERED BY THE ARBI TRATOR AS A
FI NAL JUDGMVENT I N THE COURT OF COVMMON PLEAS OF THE JUDI Cl AL
DI STRICT N VH CH THE ARBI TRATI ON TOOK PLACE. A COPY OF THE
ARBI TRATOR' S FI NAL DECI SI ON SHALL ALSO BE FI LED WTH THE
DEPARTMENT.

(9) EITHER PARTY MAY | NI TI ATE A DE NOVO APPEAL FROM THE
ARBI TRATOR' S DECI SI ON | N THE COURT OF COWON PLEAS OF THE
JUDI CI AL DI STRICT I N WH CH THE ARBI TRATI ON TOOK PLACE W THI N
30 DAYS OF THE ARBI TRATOR S DECI SI ON.

(10) THE DEPARTMENT MAY PROVI DE FOR THE SYSTEM OF
ARBI TRATI ON BY MAI NTAI NI NG A LI ST OF QUALI FI ED ARBI TRATORS OR
BY CONTRACTI NG FOR QUALI FI ED ARBI TRATI ON SERVI CES.

(11) THE DEPARTMENT NMAY ADOPT REGULATI ONS NECESSARY TO
| MPLEMENT THI' S SECTI ON.

(12) THE COST COF AN ARBI TRATI ON PROCEEDI NG, | NCLUDI NG
THE ARBI TRATOR S FEE, SHALL BE BORNE BY THE COVPLAI NANT,
UNLESS THE ARBI TRATOR DI RECTS OTHERW SE. EACH PARTY SHALL BE
RESPONSI BLE FOR | TS ATTORNEY FEES AND OTHER COSTS | NCURRED.
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(13) EXCEPT AS SET FORTH IN THI'S SECTION OR IN

REGULATI ONS PROMULGATED BY THE DEPARTMENT UNDER THI S SECTI ON,

THE ARBI TRATI ON SHALL BE GOVERNED BY 42 PA.C.S. CH 73 SUBCH

A (RELATI NG TO STATUTORY ARBI TRATI ON) .

(14) THE REMEDIES SET FORTH IN THI' S SUBSECTI ON SHALL BE

THE EXCLUSI VE REMEDI ES AVAI LABLE TO AN AGGRI EVED SMVALL

BUSI NESS.

SECTI ON 9. ACCOUNTABI LI' TY AND DI SCLOSURE.

(A) REPORTI NG --AN | NSTI TUTI ON OF PURELY PUBLI C CHARI TY THAT
DCES NOTI' REG STER W TH THE DEPARTMENT OF STATE UNDER THE ACT OF
DECEMBER 19, 1990 (P.L.1200, NO 202), KNOWN AS THE SOLI Cl TATI ON
OF FUNDS FOR CHARI TABLE PURPOSES ACT, | NCLUDI NG | NSTI TUTI ONS
EXEMPTED FROM REGQ STRATI ON UNDER SECTI ON 6(A) OF THE
SOLI CI TATI ON OF FUNDS FOR CHARI TABLE PURPOSES ACT, SHALL FILE AN
ANNUAL REPORT W TH THE BUREAU. THE REPORT SHALL BE FILED W THI N
135 DAYS AFTER THE CLOSE OF THE | NSTI TUTI ON' S FI SCAL YEAR UNLESS
AN EXTENSI ON | S GRANTED BY THE DEPARTMENT. THE REPORT SHALL BE
IN A FORVAT APPROVED BY THE DEPARTMENT AND SHALL | NCLUDE:

(1) A COPY OF THE ANNUAL RETURN FI LED OR REQUI RED TO BE

FI LED WTH THE | NTERNAL REVENUE SERVI CE.

(2) THE DATE THE I NSTI TUTI ON OF PURELY PUBLI C CHARI TY

WAS ORGANI ZED UNDER APPLI CABLE LAW

(3) ANY REVOCATI ON OF TAX- EXEMPT STATUS BY THE | NTERNAL

REVENUE SERVI CE.

(4) THE FOLLOW NG | NFORVATI ON ON EACH AFFI LI ATE OF THE

I NSTI TUTI ON OF PURELY PUBLI C CHARI TY:

(1) THE NAME AND TYPE OF ORGANI ZATI ON.

(1) WHETHER THE AFFI LI ATE | S ORGANI ZED ON A FOR-
PROFI T OR NONPROFI T BASI S.

(1'11)y THE RELATI ONSH P OF EACH AFFI LI ATE TO THE
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1 | NSTI TUTI ON OF PURELY PUBLI C CHARI TY MAKI NG THE REPORT.
2 (5) THE RELATI ONSH P OF THE | NSTI TUTI ON OF PURELY PUBLIC

3 CHARI TY W TH ANY OTHER NONPROFI T CORPORATI ON OR

4 UNI NCORPORATED ASSOCI ATI ON | F THE RELATI ONSHI P | NVOLVES

5 FORMAL GOVERNANCE OR THE SHARI NG OF REVENUE.

6 (B) REGULATI ONS. - - THE DEPARTMENT SHALL PROMULGATE

7 REGULATI ONS TO REQUI RE | NSTI TUTI ONS OF PURELY PUBLI C CHARI TY

8 WH CH REG STER UNDER SECTION 5 OF THE SOLI Cl TATI ON OF FUNDS FOR

9 CHARI TABLE PURPOSES ACT TO | NCLUDE THE | NFORMATI ON SET FORTH I N

10 SUBSECTI ON (A).

11 (C) AVENDMENTS TO ANNUAL RETURNS. - - AN | NSTI TUTI ON OF PURELY  <—
12 PUBLI C CHARI TY WHI CH FI LES AN AMVENDED ANNUAL RETURN W TH THE

13 | NTERNAL REVENUE SERVI CE SHALL FILE A COPY OF THE AVENDED ANNUAL

14 RETURN W TH THE BUREAU W THI N TEN DAYS OF I TS FILING WTH THE

15 | NTERNAL REVENUE SERVI CE.

16 (D) EXEMPTI ON FROM FI LI NG - - EACH OF THE FOLLOW NG

17 1 NSTI TUTI ONS OF PURELY PUBLI C CHARI TY SHALL BE EXEMPT FROM THE  <—
18 REPORTI NG REQUI REMENTS OF THI S SECTI ON:

19 (1) A BONA FIDE DULY CONSTI TUTED RELI G OUS | NSTI TUTI ON

20 AND SUCH SEPARATE GROUPS OR CORPORATI ONS WH CH FORM AN

21 | NTEGRAL PART OF A RELI G OUS | NSTI TUTI ON AND ARE EXEMPT FROM

22 FI LI NG AN ANNUAL RETURN PURSUANT TO THE | NTERNAL REVENUE CODE

23 OF 1986 (PUBLIC LAW99-514, 26 U.S.C. § 1 ET SEQ).

24 (2) AN I NSTI TUTI ON OF PURELY PUBLI C CHARI TY WHI CH

25 RECEl VES CONTRI BUTI ONS OF LESS THAN $25, 000 PER YEAR PROVI DED

26 THAT THE | NSTI TUTI ON' S PROGRAM SERVI CE REVENUE DOES NOT EQUAL

27 OR EXCEED $5, 000, 000.

28 (E) FILING FEE. --AN | NSTI TUTI ON OF PURELY PUBLI C CHARI TY

29 WHICH IS REQUI RED TO FI LE A REPORT UNDER SUBSECTI ON (A) SHALL
30 PAY AN ANNUAL FI LI NG FEE OF $15. ALL FEES COLLECTED UNDER THI S
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ACT AND UNDER THE SOLI Cl TATION OF FUNDS FOR CHARI TABLE PURPOSES
ACT SHALL BE DEPOSI TED | N THE STATE TREASURY. THE AMOUNT OF THE
FI LI NG FEE UNDER THI S SUBSECTI ON MAY BE ADJUSTED BY THE
DEPARTMVENT BY REGULATI ON. ALL FINES, PENALTIES, ATTORNEY FEES
AND COSTS OF | NVESTI GATI ON COLLECTED UNDER THI'S ACT AND UNDER
THE SOLI Cl TATI ON OF FUNDS FOR CHARI TABLE PURPOSES ACT SHALL BE
PAI D AS FOLLOWS:

(1) AMOUNTS COLLECTED BY THE BUREAU SHALL BE PAI D TO THE
STATE TREASURY.

(2) AMOUNTS COLLECTED BY THE ACTI ON OR LI TI GATI ON OF
ANOTHER GOVERNVENT AGENCY SHALL BE PAI D DI RECTLY TO THAT
AGENCY.

(F) PAPERWORK REDUCTI ON. - - THE DEPARTMVENT SHALL ALLOW AN
| NSTI TUTI ON OF PURELY PUBLI C CHARI TY TO CERTI FY THAT THE
| NFORVATI ON REQUI RED | N SUBSECTI ON (A) (2) THROUGH (5) HAS NOT
CHANGED SI NCE THE PRI OR REPORT | N LI EU OF PROVI DI NG THE SAME
| NFORVATI ON | N THE REPORT REQUI RED BY SUBSECTI ON (A). THE
DEPARTMVENT MAY OBTAI N FROM THE | NTERNAL REVENUE SERVI CE COPI ES
OF ANNUAL RETURNS OF | NSTI TUTI ONS OF PURELY PUBLI C CHARI TY WHI CH
FI LE ANNUAL RETURNS W TH THE | NTERNAL REVENUE SERVI CE ON
COVPUTER DI SK OR OTHER ELECTRONI C OR PAPER MEDI A.

(G RETENTI ON OF RECORDS. - - THE DEPARTMENT SHALL RETAI N THE
REPORTI NG | NFORMATI ON REQUI RED BY THI'S SECTI ON FOR THREE YEARS
FROM THE DATE THE REPORTS ARE REQUI RED TO BE FI LED.

(H  UTI LI ZATI ON OF REPORTS. - - THE DEPARTMENT SHALL MAKE
REPORTS SUBM TTED UNDER THI S SECTI ON AVAI LABLE FOR PUBLI C
| NSPECTI ON TO THE EXTENT THAT THE | NFORMATI ON | S AVAI LABLE FOR
PUBLI C | NSPECTI ON UNDER SECTI ON 6104 OF THE | NTERNAL REVENUE
CODE OF 1986 (26 U.S.C. § 6104). THE DEPARTMENT SHALL PROVI DE
ANY GOVERNVENT AGENCY A COPY OF THE REPORT FILED UNDER THI S
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SECTI ON UPON REQUEST. NOTHI NG I N TH S SUBSECTI ON SHALL PREVENT A
GOVERNMENT AGENCY FROM REQUI RI NG ANY | NSTI TUTI ON SEEKI NG
EXEMPTI ON AS AN | NSTI TUTI ON OF PURELY PUBLI C CHARI TY TO PROVI DE
THE | NFORMATI ON DESCRI BED | N SUBSECTI ON (A) TO THAT AGENCY AS
PART OF A DETERM NATI ON OF THE TAX EXEMPT STATUS OF THE
I NSTI TUTI ON.

(1) ADM NI STRATI VE PENALTY. - - THE DEPARTMENT MAY | MPOSE AN
ADM NI STRATI VE PENALTY NOT TO EXCEED $500 FOR ANY OF THE
FOLLOW NG

(1) KNOWNGLY FAILING TO FI LE THE REPORT REQUI RED BY
TH S SECTI ON.
(2) KNOW NGLY MAKI NG A FALSE STATEMENT WHI CH | S MATERI AL

IN A REPORT REQUI RED BY THI S SECTI ON.
SECTI ON 10. EXEMPTI ON FOR FEDERAL GOVERNMENT | NSTRUVENTALI TY.

ALL REAL PROPERTY OMED BY ANY CORPORATI ON ESTABLI SHED BY AN
ACT OF THE CONGRESS OF THE UNI TED STATES, THAT IS REQUI RED TO
SUBM T ANNUAL REPORTS OF I'TS ACTI VI TIES TO CONGRESS CONTAI NI NG
| TEM ZED ACCOUNTS OF ALL RECEI PTS AND EXPENDI TURES AFTER BEI NG
FULLY AUDI TED BY THE DEPARTMENT OF DEFENSE, FOR PURPOSES OF THE
CONSTI TUTI ON OF PENNSYLVANI A AND THE LAWS OF TH S COVMONWEALTH
RELATI NG TO THE ASSESSMENT AND TAXATI ON OF REAL ESTATE, IS
DEEMED TO BE PROPERTY OF A FEDERAL GOVERNMENT | NSTRUMENTALI TY
AND THUS EXEMPT FROM ALL STATE AND LOCAL TAXATI ON.
SECTI ON 11. PRCH BI TED ACT.

NO | NSTI TUTI ON MAY CLAI M AN EXEMPTI ON FROM SALES AND USE TAX
AS AN I NSTI TUTI ON OF PURELY PUBLI C CHARI TY UNLESS THE
I NSTI TUTI ON HAS RECElI VED AN ORDER FROM THE DEPARTMENT OF REVENUE
APPROVI NG AND AUTHORI ZI NG THE EXEMPTI ON.
SECTI ON 12. COVPLI ANCE.

I NSTI TUTI ONS OF PURELY PUBLI C CHARI TY SHALL COVPLY W TH THE
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PROVI SIONS OF THHS ACT AND WTH THE PROVI SIONS OF ARTICLE || OF
THE ACT OF MARCH 4, 1971 (P.L.6, NO 2), KNOMWN AS THE TAX REFORM
CODE OF 1971.
SECTION 13. CIVIL PENALTY.

I N ADDI TI ON TO ANY PENALTI ES AUTHORI ZED BY THE ACT OF MARCH
4, 1971 (P.L.6, NO 2), KNOW AS THE TAX REFORM CCDE OF 1971, FOR
VI OLATI ONS OF THAT ACT, THE DEPARTMENT OF REVENUE MAY | MPOSE AN
ADM NI STRATI VE PENALTY NOT TO EXCEED $500 FOR ANY W LLFUL AND

© o0 N oo o A~ wWw N P

KNOW NG VI OLATION OF THIS ACT. THI S SECTI ON SHALL NOT APPLY TO

=Y
o

ANY VI OLATI ON OF SECTI ON 8.

=
=

SECTI ON 14. REPEALS.

=
N

(A) ABSCLUTE. - - SECTI ON 24 OF THE ACT OF DECEMBER 19, 1990

=
w

(P.L.1200, NO. 202), KNOWN AS THE SOLI Cl TATI ON OF FUNDS FOR

H
o

CHARI TABLE PURPOSES ACT, | S REPEALED.

=Y
(63}

(B) CENERAL.--ALL OTHER ACTS AND PARTS OF ACTS ARE REPEALED

=Y
(e}

I NSOFAR AS THEY ARE | NCONSI STENT WTH TH S ACT EXCEPT FOR

=
\l

SECTI ON 204(A) (3) OF THE ACT OF MAY 22, 1933 (P.L.853, NO. 155),

=Y
oo

KNOWN AS THE GENERAL COUNTY ASSESSMENT LAW AS | T APPLIES TO

=
O

CHARI TABLE ORGANI ZATI ONS PROVI DI NG RESI DENTI AL HOUSI NG SERVI CES.

N
o

SECTI ON 15. APPL| CABI LI TY.

N
=

(A) CENERAL.--TH' S ACT SHALL NOT APPLY TO NOR AFFECT 40

N
N

PA.C.S. 8 6103 ( RELATI NG TO EXEMPTI ONS APPLI CABLE TO CERTI FI ED

N
w

HOSPI TAL PLAN CORPORATI ONS) OR 6307 ( RELATI NG TO EXEMPTI ONS

N
~

APPLI CABLE TO CERTI FI CATED PROFESSI ONAL HEALTH SERVI CE

N
(63}

CORPORATI ONS) OR THE ENTI TI ES SUBJECT TO THOSE SECTI ONS.

N
(e}

(B) EXI STI NG SALES AND USE TAX EXEMPTI ONS. - - AN EXEMPTI ON

N
~

FROM TAX UNDER SECTI ON 204(10) OF THE ACT OF MARCH 4, 1971

N
oo

(P.L.6, NO 2), KNOWN AS THE TAX REFORM CCDE OF 1971, EXI STI NG ON

N
(o]

THE EFFECTI VE DATE OF THI' S SECTI ON SHALL RENMAI N | N EFFECT UNTI L
30 THE EXPI RATI ON OF THAT EXEMPTI ON.
19970H0055B2575 - 61 -



(© PRESUWMPTI ON. - - NO I NSTI TUTI ON OF PURELY PUBLI C CHARI TY
MAY ASSERT A PRESUMPTI ON PURSUANT TO SECTI ON 6 UNTI L THAT
I NSTI TUTI ON' S EXEMPTI ON UNDER SECTI ON 204(10) OF THE TAX REFORM
CODE OF 1971 IS GRANTED OR RENEVED ON OR AFTER THE EFFECTI VE
DATE OF THI S SECTI ON.
SECTI ON 16. EFFECTI VE DATE.

TH' S ACT SHALL TAKE EFFECT AS FOLLOWG:

(1) SECTIONS 8 AND 9 SHALL TAKE EFFECT I N 120 DAYS.

© o0 N oo o A~ wWw N P

(2) THE REMAI NDER OF THI S ACT SHALL TAKE EFFECT
10 | MVEDI ATELY.
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