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AN ACT

SB 598

Amending the act of June 17, 1971 (P.L.181, No.23), entitled “An act respecting
governing instruments of certain charitable organizations,” further providing for
amendmentof governing instruments of charitable organizations.

The General Assembly of the Commonwealthof Pennsylvaniahereby
enactsasfollows:

Section 1. Section 1 of theactof June17, 1971 (P1.181,No.23),known
as the CharitableInstrumentsAct of 1971, is amendedto read:

Section 1. Thegoverninginstrumentof any charitableorganizationshall
be deemedto includeprovisions,theeffectsof whichare:

(1) To requiredistributionsfor eachtaxableyearin suchamountsandat
suchtimesandin suchmannerasnot to subjecttheorganizationiolaxunder
section4942 of the Internal RevenueCodeof [19541 1986; and

(2) To prohibit theorganizationfrom engagingin anyactof self~dealing
(asdefinedin section4941(d)of theInternal RevenueCodeof [1954] 1986)
and from retaining any excessbusinessholdings (as defmedin section
4943(c)of that code)andfrom making any investmentin suchmannerasto
subject the organizationto tax under section 4944 of that codeand from
making any taxableexpenditureas defined in section4945(d)of that code,
andsuchprovisionsshall supersedeanycontraryprovision of the governing
instrument,This section shall be applicable only to the extent that the
charitableorganizationis subjectto oneor moreof the citedsectionsof the
InternalRevenueCodeof [1954] 1986.

Section2. Section2 of the act, amendedJune 30, 1972 (P1.501,
No.160), is amendedto read:

Section2. For purposesof this act, the term “charitable organization”
means any corporation, trust, or other instrumentality governed by
Pennsylvanialaw, including:

(1) any trust describedin section 4947(a)(1) or (2) of the Internal
RevenueCodeof [1954] 1986,which is or is treatedasaprivate foundation
undersection 509 of thatcode~.];or

(2) anytrust governedby Pennsylvanialaw that Lc or is treatedasa
pooledincomefundundersection642(c)(5) of that code.

Section3. Sections3 and4 of theact areamendedto read:
Section3. Referenceshereinto theInternalRevenueCodeof [1954] 1986

shall be deemedto extend to correspondingprovisionsof any subsequent
Federaltax laws.

Section 4. (a) Thetrusteesor directorsofeverycharitableorganization
shall have thepower, acting alone, without the approvalof anymember,
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any court, any donor or any beneficiary, to amend the instrument
governingthe charitable organizationin anymannerrequiredfor the sole
purposeof ensuringthat:

(1) gjfts and bequeststo the charitable organization qualify for
charitable deductionsavailablefor Federal income, g~ftand estatetax
purposes;and

(2) the charitableorganizationqua!jfiesfor taxexemptionsavailabkfor
Federal income tax purposes.

(b) Nothing in this actshall precludea court of competentjurisdiction
from authorizing a deviation from the expressterms of an instrument
governingacharitableorganization.

Section 4. This act shall apply to all charitableorganizationscreated
before,on or after theeffective dateof this act.

Section5. This act shall take effect immediately.

APPRovED—The27th day of November,A.D. 1996.

THOMAS J. RIDGE


