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Referred to Committee on Insurance and Real Estate

Introduced by:

(INS)

AN ACT CONCERNING CHARITABLE GIFT ANNUITIES.

Be it enacted by the Senate and House of Representatives in General
Assembly convened:
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Section 1. Section 38a-1030 of the general statutes is repealed and
the following is substituted in lieu thereof (Effective October 1, 2008):

As used in sections 38a-1030 to 38a-1034, inclusive:

(1) "Charitable gift annuity" means a transfer of cash or other
property by a donor to a charitable organization in return for an
annuity payable over one or two lives, under which the actuarial value
of the annuity is less than the value of the cash or other property
transferred and the difference in value constitutes a charitable

deduction for federal tax purposes. "Charitable gift annuity" does not

include a charitable remainder trust, a charitable lead trust or other

similar arrangement where the charitable organization does not issue

an annuity and incur a financial obligation to guarantee annuity

payments.

(2) "Charitable organization" means an entity described in: (A)
Section 501(c)(3) of the Internal Revenue Code of 1986, or any
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subsequent corresponding internal revenue code of the United States,
as from time to time amended (26 USC Section 501(c)(3)); or (B) Section
170(c) of said Internal Revenue Code (26 USC Section 170(c)).

[(3) "Qualified charitable gift annuity" means a charitable gift
annuity described in Section 501(m)(5) of said Internal Revenue Code
(26 USC Section 501(m)(5)), and Section 514(c)(5) of said Internal
Revenue Code (26 USC Section 514(c)(5)), that is issued by a charitable
organization that on the date of the annuity agreement: (A) Has a
minimum of three hundred thousand dollars in unrestricted cash, cash
equivalents or publicly traded securities, exclusive of the assets
funding the annuity agreement; and (B) has been in continuous
operation for at least three years or is a successor or affiliate of a
charitable organization that has been in continuous operation for at

least three years.]

Sec. 2. Section 38a-1031 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective October 1, 2008):

[(a) The issuance of a qualified charitable gift annuity shall not

constitute engaging in the business of insurance in this state.

(b) A charitable gift annuity issued before October 1, 1999, is a
qualified charitable gift annuity for the purposes of sections 38a-1030
to 38a-1034, inclusive, and the issuance of that charitable gift annuity

shall not constitute engaging in the business of insurance in this state.]

(a) A charitable organization shall not receive transfer of property,

conditioned upon its agreement to pay an annuity to the donor or

other annuitant unless it has obtained a certificate of authority to issue

charitable ¢ift annuities from the commissioner. A person acting on

behalf of a charitable organization to solicit the transfers of property in

exchange for annuity payments shall not be required to be licensed.

Such person shall be authorized, in writing, by the charitable

organization to act on its behalf and such charitable organization shall

keep a file of current written authorizations.
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(b) A charitable organization shall file an application for a certificate

of authority with the commissioner. The application shall be on a form

prescribed by the commissioner and shall be verified by two of the

applicant's officers. Such application shall be accompanied by such

proof as the commissioner may reasonably require that the applicant is

qualified under this part. The applicant shall pay to the commissioner

at the time of filing an application fee to be determined by the

commissioner.

(c) If, after such investigation the commissioner deems advisable,

the commissioner finds that the applicant is in sound financial

condition and is otherwise qualified, the commissioner shall issue a

certificate of authority to the applicant. If the commissioner does not so

find, the commissioner shall denvy issuance of the certificate of

authority and notify the applicant, in writing, stating the reasons for

denial.

(d) The certificate of authority of a charitable organization issued

under this section shall continue until suspended or revoked by the

commissioner or terminated by the organization, subject to

continuance each vear by payment on or before March first of the

continuance fee to be determined by the commissioner and filing of the

annual report.

Sec. 3. Section 38a-1032 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective October 1, 2008):

[(a) When entering into an agreement for a qualified charitable gift
annuity, the charitable organization shall disclose to the donor in
writing in the annuity agreement that a qualified charitable gift
annuity is not insurance under the laws of this state and is not subject
to regulation by the Insurance Commissioner or protected by an

insurance guaranty association.

(b) The notice provisions required by this section shall be in a

separate paragraph in a print size no smaller than that employed in the
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annuity agreement generally.]

(a) A charitable organization authorized by this chapter shall

maintain a segregated account for its charitable gift annuities. The

assets of the account are not liable for any debts of the charitable

organization other than those incurred pursuant to the issuance of

charitable gift annuities. The assets of the account shall at least equal in

amount the sum of the reserves on its outstanding annuities plus a

surplus of ten per cent of the reserves.

(b) (1) Reserves on the outstanding annuities shall not be less than

reserves calculated using:

(A) The commissioner's annuity reserve valuation method, as

defined in the charitable organization's domestic state standard

valuation law;

(B) Any mortality table permitted under the charitable

organization's domestic state standard valuation law to be used in

determining the minimum standard for the valuation of individual

annuities issued during the same calendar vear as the charitable gift

annuity; and

(C) The maximum interest rate permitted under the charitable

organization's domestic state standard valuation law to be used in

determining the minimum standard for the valuation of individual

annuities issued during the same calendar vear as the charitable gift

annuity.

(2) In determining the reserves, a deduction shall be made for any

portion of the annuity risk that is reinsured by an authorized insurer

or reinsurer. For this purpose, any annuity contract purchased from an

authorized insurer or reinsurer by the charitable organization is

considered to be "annuity risk reinsured".

(c) The general assets of the charitable organization shall be liable

for annuity agreements to the extent that the segregated account is
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(d) The segregated assets shall be invested in the same manner and

subject to the same investment laws applicable to domestic life

insurers under section 38a-102 et seq.

Sec. 4. Section 38a-1033 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective October 1, 2008):

[(a) A charitable organization that issues qualified charitable gift
annuities shall notify the Insurance Commissioner, in writing, by the
latter of January 1, 2000, or the date on which it enters into the
organization's first qualified charitable gift annuity agreement. The
notice shall: (1) Be signed by an officer or director of the organization;
(2) identify the organization; and (3) certify that: (A) The organization
is a charitable organization; and (B) the annuities issued by the

organization are qualified charitable gift annuities.

(b) The organization shall not be required to submit additional
information except to determine appropriate penalties that may be
applicable under section 38a-1034.]

(a) A charitable organization authorized under this chapter shall

annually file a report verified by at least two principal officers with the

commissioner covering the preceding fiscal year. Such report shall be

due not later than ninety days after the close of the charity's fiscal year

or at a later date approved by the commissioner.

(b) The report shall be on forms prescribed by the commissioner

and shall include:

(1) A financial statement of the organization, including its balance

sheet and receipts and disbursements for the preceding vear;

(2) Anvy material changes in the information;

(3) The number of gift annuity contracts issued during the vyear, the
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number of gift annuity contracts as of the end of the vear and the

number of gift annuity contracts that terminated during the year;

(4) The amount of annuity payments made during the vear and the

amounts transferred from the segregated account to the general

account during the vear; and

(5) Other information relating to the performance of the charitable

oift annuity segment of the charitable organization necessary to enable

the commissioner to: (A) Issue certificates of authority; (B) ascertain

maintenance of records; (C) evaluate solvency; (D) respond to

consumer complaints; and (E) conduct hearings to determine

compliance with this chapter.

(c) A copy of a report containing the information required in

subsection (b) of this section that has been filed in the state of domicile

of the charitable organization shall be deemed to satisfy the

requirement of this section. The commissioner shall have the authority

to request additional information.

(d) Whenever the commissioner determines it to be expedient, the

commissioner may make or cause to be made an examination of the

assets and liabilities and other affairs of the charitable organization as

they pertain to annuity agreements entered into pursuant to this

chapter. The commissioner shall keep information obtained in the

course of examinations confidential until such examination is

completed. The reasonable expenses incurred for an examination shall

be paid by the charitable organization.

Sec. 5. Section 38a-1034 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective October 1, 2008):

[The failure of a charitable organization to comply with the notice
requirements imposed under section 38a-1032 or 38a-1033 shall not
prevent a charitable gift annuity that otherwise meets the requirements
of sections 38a-1030 to 38a-1034, inclusive, from constituting a
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qualified charitable gift annuity. The Insurance Commissioner may
enforce performance of the requirements of sections 38a-1032 and 38a-
1033 by sending a letter by certified mail, return receipt requested,
demanding that the charitable organization comply with the
requirements of sections 38a-1032 and 38a-1033. The commissioner
may fine the charitable organization in an amount not to exceed one
thousand dollars per qualified charitable gift annuity agreement issued
until such time as the charitable organization complies with the
requirements of sections 38a-1032 and 38a-1033.]

(a) An authorized charitable organization shall file with the

commissioner a copy of each form of agreement that it proposes to

issue to donors in exchange for property transferred to the

organization.

(b) Each annuity agreement form shall include the following

information: (1) The value of the property to be transferred; (2) the

amount of the annuity to be paid to the donor or other annuitant; (3)

the manner in which and the intervals at which payment is to be made;

(4) the age and sex of the person or persons during whose life payment

is to be made; (5) the reasonable value as of the date of the agreement

of the benefits created; and (6) the date that payments are to begin.

(c) Before accepting the property transferred in exchange for the

annuity agreement, the organization shall obtain a signed statement

from a prospective donor acknowledging the following terms of the

agreement: (1) The value of the property transferred; (2) the amount of

the periodic annuity benefits to be paid; (3) the manner in which and

the intervals at which payment is to be made; (4) the reasonable value

as of the date of the agreement of the benefits created; and (5) the date

that payments are to begin.

(d) In addition to the disclosure specified in subsection (c) of this

section, the charitable organization shall obtain a signed statement

from a prospective donor acknowledging that such donor has been

informed that payments made under a charitable ¢ift annuity are
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backed solely by the full faith and credit of the organization, are not

insured or guaranteed by an insurance company, are not protected by

any insurance guaranty association and are not backed in any way by

the state of Connecticut.

(e) The requirements of subsections (a) and (b) of this section may

be satisfied by an acknowledgment that is a part of the annuity

agreement that is signed by the donor.

(f) (1) The provisions of the following shall apply to transactions

under sections 38a-1030 to 38a-1034, inclusive, as amended by this act:

(A) Bankruptcy Code, 11 USC 101 et seq.;

(B)  Connecticut standards on hazardous financial condition as set

forth in section 38a-8-101 et seq. of the regulations of Connecticut state

agencies;

(C) Chapter 704; and

(D) Section 38a-102 et seq.

(2) The provisions of sections 38a-858 to 38a-875, inclusive, shall not

apply to charitable gift annuities.

(2) The commissioner shall, in accordance with the provisions of

chapter 54, adopt regulations to carry out the requirements of this

chapter.

This act shall take effect as follows and shall amend the following
sections:

Section 1 October 1, 2008 38a-1030
Sec. 2 October 1, 2008 38a-1031
Sec. 3 October 1, 2008 38a-1032
Sec. 4 October 1, 2008 38a-1033
Sec. 5 October 1, 2008 38a-1034
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Statement of Purpose:
To adopt the Charitable Gift Annuity Model Act.

[Proposed deletions are enclosed in brackets. Proposed additions are indicated by underline,
except that when the entire text of a bill or resolution or a section of a bill or resolution is new, it is
not underlined.]
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