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AN ACT

HB 555

Respectinggoverning instrumentsof certain charitableorganizations.

The GeneralAssemblyof the Commonwealthof Pennsylvaniahereby
enactsas follows:

Section 1. The governinginstrumentof any charitableorganization
shallbe deemedto includeprovisions, the effects of which are:

(1) To requiredistributionsfor eachtaxableyear in suchamountsand
at suchtimesand in suchmannerasnot to subjecttheorganizationto tax
undersection4942 of the Internal RevenueCodeof 1954; and

(2) To prohibit the organization from engaging in any act of
self-dealing(asdefinedin section4941 (d) of the Internal RevenueCode
of 1954) and from retaining any excessbusinessholdings(as definedin
section4943 (c) of that code)and from making any investmentin such
manneras to subjectthe organizationto tax undersection4944 of that
codeandfrom makinganytaxableexpenditureasdefinedin section4945
(d) of that code,
and such provisions shall supersedeany contrary provision of the
governing instrument.This sectionshall be applicableonly to the extent
that the charitableorganizationis subject to one or more of the cited
sectionsof the Internal RevenueCodeof 1954.

Section2. Forpurposesof thisact, theterm“charitableorganization”
means any corporation, trust, or other instrumentality governed by
Pennsylvanialaw, including anytrust describedin section4947 (a) (1) of
the Internal RevenueCodeof 1954, which is or is treated as a private
foundation undersection509 of that code.

Section 3. Referencesherein to the Internal RevenueCode of 1954
shallbe deemedto extendto correspondingprovisionsof anysubsequent
Federaltax laws.

Section 4. Nothing in this act shall preclude a court of competent
jurisdiction from authorizing a deviation from the expressterms of an
instrumentgoverninga charitableorganization.

Section 5. This act shall take effect immediately andshall apply:
(1) Forthwith to every charitable organization created after

December31, 1969; and
(2) After December 31, 1971, to every charitable organization

createdbeforeJanuary1, 1970,unlessa court of competentjurisdiction
in aproceedinginstitutedbeforeJanuary1, 1972,shouldexplicitly decide
that the operationof section 1 of this act would substantiallyimpair the
accomplishmentof the purposesof the charitableorganizationinvolved
in that proceeding.
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Section6. Thisactshallbeknownandmaybe citedasthe“Charitable
InstrumentsAct of 1971.”

APPROVED—The17th day of June,A. D. 1971.

MILTON J. SHAPP

The foregoingis a true andcorrectcopy of Act of the GeneralAssembly
No. 23.

Li. ~72A~/
Secretary of the Commonwealth.


