Gift Annuity Agreements
of

Charitable Organizations

*

INTEREST RATES and INVESTMENT OUTLOOK
MORTALITY EXPERIENCE
(®s LIFE INCOME AGREEMENTS
TAXATION OF GIFT AGREEMENTS

ADMINISTRATIVE PROCEDURES
*

THIRTEENTH CONFERENCE

WISE PUBLIC GIVING SERIES, NO. 52

1968







Gift Annuity Agreements
of

Charitable Organizations

PAPERS PRESENTED AT THE THIRTEENTH

CONFERENCE ON GIFT ANNUITIES, HELD

IN DETROIT, MICHIGAN, TUESDAY AND

WEDNESDAY, FEBRUARY 6-7, 1968, UNDER

THE DIRECTION OF THE COMMITTEE ON
GIFT ANNUITIES

COMMITTEE ON GIFT ANNUITIES

1865 Broadway New York, N. Y. 10023

WISE PUBLIC GIVING SERIES, NO. 52
1968




CONTENTS

DPFENING-REMARICS o5 ok sy e i s ks ok e s
Mr. Charles W. Baas, Chatrman, Commitiee on Gift Annuities

INTEREST RATES AND INVESTMENT OUTLOOK ..............

Mr. Carson Greene, Assistant Vice President, Moody's Investors
Service

ACTUARIAL REPORT AND OWUTEQOK: i ohcisiiiei s

Mr. Charles L. Burrall, Jr., Conswlting Actuary, Huggins &
Company, Inc.

LIFE INCOME AGREEMENTS . ..uucivnrtunnensvnsnnessnenssns
Mr. John M. Deschere, Comptroller, Vassar College

TAXCTNBORMATION: .. vt s simibivins S s Hubsess
Mr. Conrad Teitell, Partner, Preran & Teitell

EVALUATION OF GIFL PROPEREY . it i v o saiisi g sl
Mr. Fred Becker, Internal Revenne Service, Washington, D.C.

SEALE - REGUHATIONS 5.l o i i g niai st sttt s eliisaba i
Mr. James A. Cousins, CPA, The Society for the Propagation of the
Faith; Pace College

INVESTMENTE FRACTICRS s v v s ih s et e sy v o e

Dr. Wm. Kincaid Newman, Executive Vice President, The Pension
Boards, United Church of Christ

Sy T e en e IS e L AR L SR o A S 1.
Dr. Ashton A. Almand, Treasurer, World Division of the Board of
Missions of The Methodist Church

PAYMEBNT . PROCED TR ES: . okt e, sru 6= s ninoen) s e e rerin
Dr. Chester A. Myrom, Director, Lutheran Church in America
Foundation

SEERBEBNATION WPRACTICES) 1 oo o e b o s e s
Mr. Leland A. Pomeroy, Assistant Director, United Presbyterian
Foundation

DATA: PROCESSING PROSPEEES . (o i s s e A e e saars i e
Mr. Nicholas Calello, Electronic Data Processing Manager, American
Bible Society

MINUTES OF THE THIRTEENTH CONFERENCE ON GIFT
N R e ks cw ik i e msrvd e N e s b 2 ) e Al A AT
Dr. Chester A. Myrom, Secretary, Committee on Gift Annuities

REPORT OF RESOLUTIONS COMMITTEE .

REPRESENTATIVES PRESENT AT THE THIRTEENTH
B R B e G S P e A S A e A A

CONSTITUTION AND BY-LAWS OF THE COMMITTEE ON GIFT
N I R L e el e st e e e

59

68

75

85

91

96

104

110

STANDARD OF GIFT ANNUITY RATES ..................c.... At back

2




OPENING REMARKS
MR. CHARLES W. BAAS

Chairman, Commitiee on Gift Annuities
(delivered by Vice Chairman Matthies)

The number of delegates on hand for this Conference leads me
to believe that few of the Conference on Gift Annuities’ family suffer
from triskaidekaphobia. I confess I was not at all superstitious about
the number thirteen, but after some of the experiences involved in
making this conference a reality, I'm starting to wonder. Why are
we having a Thirteenth Conference on Gift Annuities? This is easier
to explain than why we are meeting in Detroit in the middle of the
winter. The main reason for the Conference is that our constituency
seems to want frequent meetings. According to the Constitution, a
copy of which is on page 120, a conference must be held at least
every four years. Your Committee decided that every third year
would be a good compromise as the work involved prohibits more
frequent sessions, except when warranted by an extreme emergency
thrust upon us by some outside influence. As you no doubt have
noted, the Conference program contains some of the usual subjects
such as Investment Earnings Prospects, an Actuarial Report, Reviews
of various tax and regulatory data, as well as admonitions about
terminology. I'd like to call your attention to some new features relat-
ing to the administration of gift investment programs. There will
be a discussion of investment management practices, payment and
termination procedures, as well as a look into the future on data
processing prospects. Note carefully that this evening there will be
an optional information sharing session on life income agreements.

The Committee has arranged a good program with the right
speakers on subjects which should be of interest to you, but this is not
all you should get out of the Conference. There are at least four ques-
tion and answer opportunities: first, you have contact with other
delegates, I'm inviting you to talk with each other about your prob-
lems and experiences; second, you can approach the members of
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the Committee on Gift Annuities who are readily identifiable with
their gold name tags, (it is my hope that, when possible, Committee
members will act as luncheon hosts and sit at® separate tables to
give the delegates an opportunity to lunch with their favorites); third,
Conference speakers have been requested to reserve time for your
direct questions immediately after their presentations; and finally, you
will note that near the end of the Conference, time has been allotted
for a panel discussion of your questions. These are the opportunities,
it is up to you to take advantage of them.

This Conference has been planned, organized, and partly staffed
by Committee on Gift Annuities members. Will the Committee mem-
bers present please rise and stand where they are? The Committee
on Gift Annuities has no paid staff, these are the people who run
the Committee, who expend time and effort on behalf of the whole
constituency; I believe they deserve your recognition.

Attending this Conference are 362 representatives of 282 Sponsor-
ing Organizations. The full roster of Sponsors now totals 605.

48% of the delegates at this Conference represent Educational
Institutions.

239, Church Boards

15% Other Religious Groups
7% Foundations

3% Professionals

4% Other Secular Groups

The 13th Conference is a bit heavier in Educational Institutions
than the 12th Conference; but, in general, we have about the same mix.

A single white sheet labeled "Thirteenth Conference Statistics”
(reproduced on page 5 & 6, is in your folder. Only 1/6th of the
Sponsoring Organizations contributed to this study, yet I think some
significant observations can be made:

Gift Annuities

The latest year was not as productive as either of the earlier two.

The rate on outstanding agreements is considerably lower than
current issues. We are paying higher rates today.

949% of the face value is still on hand. This is surprising because
in accumulating the Funds on Hand figure any amount in excess of
the face value of outstanding agreements was ignored.
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Life Income Agreements

Current issues show a rate lower than rate on outstanding agree-
ments which is the opposite of Gift Annuities. Note that the annual
value is approaching Gift Annuities.

Tax Exempt Agreements
Still a few agreements being issued.

Trust Funds

The only type of agreement in this study showing improvement
for current year,

Rate of return has been fairly stable at 4-1/39.

Four Types of Agreement Combined

Little change in the three-year period for rate or principal.

The popularity of the Gift Annuity appears to be declining
when compared with Life Income Agreements and Trusts,

Average Size of Agreements

Gift Annuity $ 2,213
Life Income Agreement $13,217
Tax Exempt Life Income $26,915
Trust $27,402

These brief comments are intended to stimulate your own analysis
of the statistics.

THIRTEENTH CONFERENCE STATISTICS

110 Organizations Reporting

Gift Annuities
99 Responses

FUNDS ON HAND $88,259,041

Average
Agreements Face Value Payments Rate
Qutstanding 42,597 $ 94,254,134 $5,195,942 5.51%
Current 2,946 8,930,416 539,390 6.04
Last 3,161 11,137,950 674,127 6.05
Prior 3,015 10,024,156 596,279  5.95




Life Income Agreements
53 Responses

Outstanding
Current

Last

Prior

Tax Exempt Agreements
14 Responses

Outstanding
Current
Last

Prior

Trust Funds
33 Responses

Outstanding
Current

Last

Prior

Grand Total

Total Outstanding
Agreements

Current

Last

Prior

Gift Annuities
Life Income
Agreements
Tax Exempt
Agreements
Trust Funds

Total

Agreements
3,073
510
520
400

Agreements
213
20
157
14

Agreements
599
186
165
147

Agreements

46,482
3,662
3,863
3,576

Face Value
$ 40,616,000
7,245,622
7,370,164
5,759,583

Face Value

$ 5,732,867
328,054
475,836
146,913

Face Valwe
$ 16,413,830
4,836,064
3,645,529
3,695,754

Face Value

$157,016,831
21,340,156
22,629,479
19,626,406

Face Value Only

Total

60.03%

25.87

3.65
10.45

100.00%

Current

41.85%
33.95

1.54
22.66

100.00%
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Payments
$2,268,264
368,607
392,061
299,257

Paymenis

$ 216,244
13,863
19,610
5,282

Payments
$ 702,372
210,533
162,720
158,738

Payments

$8,382,822
1,132,393
1,248,518
1,059,556

Last

49.229%

32.57

2,10
16.11

l(}ﬂ.{]!)‘}&

‘)

Average
Rate

5.58%
5.09
3.32
5.20

Average
Rate

3.77%
4.23
4.12
3.60

Average
Rate

4,289
4.35
4.46
4.30

)

A'(‘!’ r
Rate
5.34%
5.31
5.52
5.40

Prior
51.07%

29.35

i
18.83

100.00%
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As in the past, the Committee recommends that the drafting of
resolutions to be considered by the Conference be placed in the hands
of a Resolutions Committee. The following persons have been sug-
gested to serve as a Resolutions Committee; their names appear on
the program included in your Conference folder:

W. Walter Groesbeck, Chairman
Alva R. Appel

Alf W. Jorgenson

Charles L. Burrall, Jr.

Chester A. Myrom

R. Alton Reed

and your chairman as an ex-officio member.

The Committee responsible for arranging the Conference pro-
gram is headed by Jim Cousins who had able assistance from Chet
Myrom and Allan Locke. These men are capable, dependable, and
a joy to have on the Committee.




INTEREST RATES AND INVESTMENT OUTLOOK

MR. CARSON GREENE
Assistant Vice President, Moody's Investors Service

INVESTMENT PROSPECTS—A LONG VIEW AHEAD

It has been said that the safest thing in the world to talk about
is the future. That's one subject about which nobody can contradict you.

At the same time, I don’t suppose I will be contradicted when
I say that the future is important to investment. Certainly, the better
our forecasts, the better our results are likely to be.

The future is what I want to talk about today. I intend to
stretch out my telescope a little further out than most of us usually
do. In the process I want to try to give you a picture of the economy
and the stock market through 1980, and an appraisal of interest
rates through 1974,

Now I suppose that anyone who sets out to do things like this
had better explain at the outset just what his credentials are. So I
will digress for a moment to tell you something about our business.

Moody's Investors Service is a nationwide organization engaged
in two principal activities—financial publishing and investment coun-
seling. You may know us best for our Moody’s Manuals, which
provide basic financial information on corporations and municipalities
—and on the securities they have issued. Also, in the publishing area
are our various advisory surveys which recommend purchase and sale
of specific stocks and bonds.

¢

In the investment counseling area, we handle accounts with aggre-

gate holdings of about 6 billion dollars. Our clients are both individ-
ual and institutional.

Moody’s maintains one of the largest investment research estab-
lishments in the financial community and for many years has been
evaluating and assigning ratings to bonds. We also operate two
mutual funds. Finally, I might tell you that we are now in the
process of setting up a computerized Data Bank to be used by both
financial organizations and corporate management generally.

What all of this boils down to, of course, is the gathering of
information and the use of it to size up future investment prospects.
In doing this over the years at Moody's we have become convinced of
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one thing: we cannot do the kind of job we want by simply using
information that is generally available. So we have made our own
forecasting tools.

Here is one example. Some years ago, our cconomists became
dissatisfied with the large number of so-called leading economic indi-
cators. They took some of the more significant of these and combined
them into Moody’s Business Barometer. We have found it to be a
rather good means of learning about major changes in industrial pro-
duction before they occur. Meanwhile, our economists have extracted
a very sensitive component from the Business Barometer which we
call the Early Warning Indicator. In other words, what we have now
is a leading indicator of a leading indicator.

These devices, however, are tools for short-range economic in-
vestigation. Since this presentation is pitched many years into the
future, I want to make use of another Moody's research tool. We call
it the Normal Trend of Civilian Production. The Normal Trend is
an expression of the ability of our economy to produce and to consume.
I will give you some figures on it shortly, and tell you what we think
they are likely to mean to the stock and bond markets.

What can be expected between now and 1980? In very general
terms, this is what we foresee:

e The over-all economy of this nation will grow at about the
same rate as it has in the past decade.

e Inflation will continue to be a fact of economic life, but the
average pace of the price rise will be below that of the last few years.

e Common stocks will keep gaining favor as a means of invest-
ment.

o Interest rates will remain on a general long-term upward trend.

As we view the economy today, it is not hard to identify the
two dynamic forces which are responsible for current growth—and
which will cause that growth to persist for many years to come. One
is the persistent drive toward a higher standard of living. The other
is the rapid advance of technology. In an environment influenced by
these factors, population growth is not to be regarded as a curse but as
a blessing.

The technological revolution has seen spending for research and
development jump up to more than 3% of Gross National Product
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this year from 1.6% a decade ago. This has opened the floodgates for
new products, creating new appetites and new values—turning the
luxuries of yesterday into the necessities of today..Higher capital spend-
ing, enlarged productive capacity, new manufacturing techniques and
increased efficiency have all followed in the trail of growing con-
sumption. Given new input of knowledge, particularly from such
relatively untapped sources as space technology, both the standard
of living and industrial sophistication seem certain to continue the
swift development seen in the past.

Within the coming decade, the war babies of the 1940’s will
become young parents, and behind them are huge numbers of even
younger persons. Thus houschold formations are accelerating, and
they give every indication of remaining at a high level. Expansive
demand for durables, services, housing and various kinds of financing
will surely ensue.

This thumbnail portrait of things to come does not presuppose
that the decade ahead will be untroubled. Many things threaten:
limited wars in various parts of the world, civil rights conflict, inter-
national monetary difficulties and Communist subversion. None of these
problems, however, seems likely to force this nation off its course.
Cyclical swings in business and periodic psychological unsettlement
must be allowed for, but we think it reasonable to assume that there
will be no far-reaching disruptions of a military or business nature
which will halt the longer term growth of the U. S. economy.

This, of course, is a very general view of our expectations. If
any forecast is to have real value it must be expressed statistically.

This is where our Normal Trend comes in. As I pointed out earlier, -

the Normal Trend is a long trend projection which is intended to
show our economy's ability to produce and to consume. This pro-
jection does not attempt to trace cyclical fluctuations. What it does
give us is some future target figures for the economy from which
we can derive various yearly rates of growth. In other words, it gives
us a long-term framework for investment planning.

In extending the Normal Trend into 1980, we have made four
principal assumptions: The first of these is that the population will
grow at an annual rate of 1.4%. This figure is taken from Census
Bureau projections. It foresees a total population of 240 million for
this nation in 1980.

10
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Our second assumption is that productivity in manufacturing
will go up at an average rate of 3.7% a year.

The third is that the work week in manufacturing will drop from
about 41 hours at present to 37 hours in 1980.

Our final assumption is that national defense requirements will
average out to about what they were before intense military activity
got under way in Vietnam.

Now, when we make our calculations on the Normal Trend, this
is the picture that emerges.

Industrial production—as measured by the Federal Reserve's
Industrial Production Index—will go up from a 157 average last
year to 270 in 1980. This would represent average growth of roughly
4.3% a year, just a shade under the 4.5% average annual gain of
the past decade.

Gross National Product will rise from 845 billion dollars last
year to 1.7 trillion dollars in 1980. The average annual increase would
be 6%, compared with 5.99% over the past decade. Rising prices will
account for 2% of this expected gain. If we express the growth of
GNP in real terms, the annual increase would be 3% compared with
49, over the last ten years,

Before I move ahead to explain what we believe this projection
means to common stock prices, 1 would like to say something about
Moody’s Industrial Stocks Average, or simply Moody's Industrials.
This is not only a means of measuring over-all stock market per-
formance but it is also a useful analytical tool. It is a relatively broad
average, containing 125 stocks, more than four times as many as
the Dow-Jones Industrials. Unlike the Dow, it is weighted by the
number of shares of each issue outstanding. This factor and others
enable us to make calculations on it which help bridge the wide
gap between economic performance and stock market behavior. For
example, when we work out sales, earnings, dividends and cash flow
on Moody's Industrials, we are talking about aggregate figures which
are fairly representative of the economy at large.

Now, the basic reason why we believe that common stocks will
gain even more favor as investments is that our longer-term economic
projections point toward continued economic growth, a generally rising
carnings trend and more or less persistent inflationary pressure. In
line with our expectations for industrial production and Gross National
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Product, we envision that sales on Moody's Industrials will go up from
225 dollars per share in 1967 to 490 dollars in 1980. Meanwhile,
carnings on our Industrials will advance at an average rate of roughly
6% a year. Cash dividends will also go up by about 6% a year.

At their current price levels, common stocks have certainly not
anticipated such earnings and dividend growth. Let’s take a look at
price/earnings ratios. If we again use Moody's Industrial Stocks average
as a guide and go back for nearly a decade, we will find that price/
earnings ratios have run about as high as 22 and about as low as
14, The average price/earnings ratio has been 18. Last week, Moody's
Industrials were priced at about 19 times current earnings. In other
words, they were moderately above the average P/E ratio of recent
years.

Now, let’s do a little pencil work. If we buy stocks at 19 times
current earnings today, hold them while earnings are rising at 6%
a year and then sell them in 1980 at 18 times their advanced level
of earnings, our capital would have doubled. If we assume that half
of those earnings are paid out in dividends, and add these sums,
total appreciation would then be more than 1509%. Return over the
five years would be even higher than 150% if dividends were
reinvested.

That is the simple mathematics underlying stock investment. To
be sure, things can go wrong with it. But the things that go wrong
are usually short-term in nature. About the only reason why this
proposition might fail to work out on a long-term basis is if there
is a far-reaching and adverse change in the U. S. economy.

Looking some years ahcad, we at Moody’s believe that price/

earnings ratios on common stocks will remain relatively high and
that stock yields will stay relatively low. I have suggested two reasons
for this: growth in values underlying stocks, and a persistent inflation-
ary trend. But there are other factors in the market itself which have
been at work to create demand for common stocks.

Consider these statistics. From 1955 through 1966, the number
of individuals owning stocks in this country has grown from 8 million
to about 21 million. Over the same period, the number of registered
representatives dealing in stocks has gone up from 57,000 to 101,000.
On the institutional side, we find that since 1955 private pension
funds have increased their holdings of stock at a compound rate of

12

O



9

189% a year. Mutual funds and closed-end investment companies
have enlarged their equity ownership at a rate of nearly 11% a year.
State and local trust funds, while still holding only small amounts
of common stock, have been building up that sector at the astonish-
ing rate of 57% a year.

In short, we have seen the creation of a huge mechanism of
demand for stocks. By and large, it is both a farsighted and a sophis-
ticated market. In this respect, I might mention that in the depressed
third quarter of 1966, when some in the financial community were
on the verge of panic, the private pension funds were net buyers of
common stocks by a wide margin. By taking a long-term view and
buying low, they not only were of service to themselves but to the
market as a whole.

A close look at the market's behavior in recent years suggests
that the growing institutionalization of investment has served to moder-
ate psychological swings in stock prices. This, too, is a trend which
we think will continue. Nevertheless, psychology will play an im-
portant part in the market for as far ahead as we can see, and as
the so-called crash of 1962 indicated, it can upon occasion have
considerable impact. There is no way I know of to deal with psycho-
logical influences other than keeping in close touch with the market
and thereby developing a “feel.” This is not always too compatible
with long-term investment operations, but we think that it is necessary.

Now let us survey the longer-term prospects for interest rates.

Broadly conceived, interest rates are determined by both economic
conditions and monetary policies. Therefore, in making estimates about
what interest rates may be in the future, we must make assumptions
not only about the trend of economic activity but also about other less
tangible factors. I am referring, of course, to the psychological and
political forces which affect policies of the Government and the credit
authorities.

As I have pointed out in discussing the Normal Trend, we
expect that the long-term secular upturn in the economy will continue,
rising at a somewhat faster rate than in the past decade. The accent
on growth and the desire to improve the standard of living has found
reflection in Government policies designed to promote full employ-
ment. Largely because of the implementation of these policies, business
cycles have been growing shorter and milder. 1 think we must recognize
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the fact that in such a socio-political environment, deep and prolonged
recessions are quite unlikely.

Some skepticism, of course, is permissible with respect to the
ability of the Federal Government to avoid recessions and to main-
tain a persistent economic uptrend.

The record since 1961 provides rather convincing evidence that
managerial expertise has been growing as a result of practice. There
was a pause or hesitation in the latter part of 1962, and another in
the first quarter of 1967. Especially in the latter episode, prompt and
powerful measures were instituted, with the result that what might
have been a recession, initiated by a large inventory swing, was limited
to a small fractional decline in real GNP for a single quarter.

It is only realism to note that, in the light of present-day atti-
tudes, political officials are far more sensitive to a threat of deflation
than they are to signs of inflation—and much more prompt to move
against it. The speed with which the Federal Reserve System abandoned
a policy of restraint in 1966, and the vigor with which it pushed an
easy money policy last year must be given credit for softening the
economic adjustment of 1967. These actions resulted in an explosive
expansion of bank credit and money supply, which have grown at
rates practically without precedent. This inflated money stock still
exists and is still growing, and its full effects on economic activity
have not yet been felt.

Inflation, as some British observer noted years ago, is nine-
tenths of any full-employment policy. Experience to date bears this
out. Efforts by government to control or limit the inflation of prices
are much less vigorous than the basic push to maintain prosperity.

Thus it appears that in the years ahead periods of pause and
economic slack will be few, brief, and mild. At most times activity
will be rising strongly. Upward pressures on wage costs and prices
will persist. At most times the demand for loan funds and for finan-
cial capital will exceed the volume of current savings accumulations.
This is not a phenomenon confined to our own country—the demand
for capital expansion is worldwide, and everywhere there is a relative
shortage of savings.

In these circumstances there will continue to be a gap between
financial savings and investment which will be filled by expanded
commercial bank credit. And the maintained growth of money supply

14




will, at the very least, provide a strong support to the other forces
pushing prices higher for both goods and borrowed money.

About the only factor that would interfere with realization of
this prospect would be a shattering of confidence within the business
community, comparable to that of the early years of the 1930's. We
do not believe this will occur. We cannot foresee in the period ahead
a depression of the sort which could reduce demand for loan funds
to the level of current savings.

Apart from that there will be at most some brief intervals of
pause and relaxation in the upward progress. Such an interruption
probably would follow an ending of hostilities in the Asian war.
But moderate cutbacks in war spending would result in only tempo-
rary reductions in total outlays by the Federal Government. Aggre-
gate spending shortly would resume its advance as retarded welfare
programs were brought up to desired speed and new ones, nNow
restrained by lack of funds, were instituted freely. Another reduction
in Federal taxes, it may be assumed with confidence, would be given
high priority.

All such things considered, here is what we think interest rates
may look like between now and 1974. 1 am using the target date
1974 rather than 1980 simply because we have recently completed a
study for that period.

Yields on long-term U. S. Treasury bonds may be taken as a
basic measure of rate trends. They can be considered as representing
pure interest, since there is no risk factor involved.

At present the average for these bonds is about 5.15%, and
some issues yield more than 5.50%. That is more than twice the
figure of twenty years ago, even if that fact proves only that change
is possible. Between now and 1974 a decline to 4% seems to us
to be practically out of the question. Even a 4.50% basis will probably
be seen only rarely. On the up side, the current 5.20% average yield
will be considered less startling as time goes on, and by 1974 a yield
as high as 6.50% or 7% will be easily conceivable.

Thus a practical range of yield fluctuations for Treasury bonds
seems to us to lie between 4.50% and 6.50%, with the trend upward.

If present conditions affecting the status of state and local gov-
ernment bonds remain unchanged, it might be feasible to guess that
tax-exempt yields will continue to average between 100 and 150
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basis points lower than those on Governments. This, however, is by
no means certain. Changes in Federal income tax rates obviously will
affect the value of tax exemption. The outcome’ of the argument about
whether industrial aid bonds should be permitted exemption likewise
will have an important bearing, since if the heavy volume of such
financing were removed, a diminished total supply of new tax-exempt
issues would tend to improve market conditions.

At this point, I am concerned about being overlong in my pre-
sentation. So I will simply make an abrupt stop. However, 1 will
be happy to answer—or try to answer—any questions you may have.
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ACTUARIAL REPORT AND OUTLOOK

MR. CHARLES L. BURRALL, ]R.
Consulting Actuary, Huggins & Company, Inc.

I recently heard a short and rather interesting definition of an
annuity as a “stream of equal payments ending at death.” When an
annuity is entered upon, it is naturally very important that nothing
be done either to divert or to dry up that stream until it has run
its proper course. When a life insurance company sells an annuity,
it must be careful that the premium charged is appropriate to feed
the stream of payments for the lifetime of the annuitant, to cover
an appropriate share of the expenses of operation of the company
and to make a reasonable margin of profit. The situation confronting
non-profit organizations issuing gift annuity agreements is somewhat
similar except that, instead of “profit,” these organizations are secking
significant amounts of gift money to carry out their purposes.

It must be constantly emphasized that non-profit organizations
should not be in the gift annuity business merely to sell annuities.
A person who enters into a gift annuity agreement with a charitable
organization does so with the expectation that he is making a gift
to that organization in addition to buying an annuity. Therefore, in
the construction of gift annuity rates, this dual purpose must be held
constantly in mind.

The manner in which a gift annuity rate is calculated is illustrated
in Schedule A. (Shown on page 24.) It will be scen that, in order
to calculate an annuity rate, it is necessary to make certain assump-
tions as to what is likely to be future experience in such areas as
the rate of income that can be earned on invested reserve funds and
the years of future lifetime that may be expected among a group of
annuitant lives. The various actuarial assumptions which have been
used in the calculation of the present uniform gift annuity rates
which were adopted at the Twelfth Conference on Gift Annuities held
in April, 1965 are listed as the first item in the schedule.

Schedule A actually sets forth two methods of calculation of a
gift annuity rate, with the second constituting a check on the correct-
ness of the first. A slightly different concept is used in the two calcu-
lations but the final result is the same. In both calculations, the first
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step is to deduct from $1,000 consideration paid under a gift annuity
agreement the 5% expense loading, thus leaving $950 to provide
for annuity payments and a residuum or gift for the organization. In
the first calculation, the approach taken is, in effect, to set aside the
50% residuum of $500 but use the interest thereon during the life-
time of the annuitant. The remaining portion of the $950 is then
applied as a single premium, using both principal and interest, to
provide an annuity during the lifetime of the annuitant. At the death
of the annuitant, the $500 which had been held at interest in the
interim is available for the work of the organization.

In the alternative calculation, instead of assuming that the full
residuum is set aside at the time of issuance of the gift annuity agree-
ment, the concept is one of using a portion of the consideration paid
under the agreement to purchase the equivalent of a paid-up life insur-
ance policy, with the face amount being the amount of the 50%
residuum. The remaining portion of the consideration, net of the
expense loading, is then applied as a single premium, using principal
and interest, to provide annuity payments during the lifetime of the
annuitant. It will be seen that this amount of annuity is the same
as the amount of combined annuity and interest on residuum as is
indicated by the first calculation.

I would again call your attention to the actuarial assumptions
that are set forth in the upper portion of Schedule A. Schedule B
(Shown on page 25) shows the results of a study to determine the
effect on the present uniform gift annuity rates of variations in these
items of actuarial assumption. Please note that the figures shown in
the middle rate column of each of the four tables are the present
uniform gift annuity rates. The figures shown in the first and third
rate columns show the effect on these rates of greater liberalism (first
column) and greater conservatism (third column) in the components
of actuarial assumptions described in the respective table headings.
It needs to be emphasized that in the four tables of the schedule only
one of the actuarial assumptions on which the present rates are based
is varied in each table, that one being the one described in the table
heading.

The present uniform rates are based on the assumption that
mortality among annuitants will occur in accordance with the 1955
American Annuity Table, female lives, which is indicated in the
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schedule by the designation of 1955 AA f." It would be well here
to explain the “f+ 1" and “f— 1" designations in the headings
of the first and third rate columns. It is a common actuarial practice
in the use of certain mortality tables to provide for a more liberal
or more conservative mortality assumption by making an age adjust-
ment when using the tables. In the first rate column of Table 1, the
“f + 1" designation means that it has been assumed that an annuitant
would have the future longevity of a person one year older; in other
words, a shorter future lifetime. Conversely, the designation “f — 1"
assumes that an annuitant of a given age would have the future
longevity of an individual one year younger; that is, a longer future
lifetime. Table 1 illustrates the fact that this type of age adjustment
would have a relatively negligible effect on annuity rates at the
younger ages but a more significant effect at the higher ages.

The present uniform rates are based on an interest assumption of
315%:; that is, it has been assumed that during the entire future
annuity paying period of a given annuitant, the rate of return on
investments of the actuarial reserve funds will be 315% per annum,
compounded annually. The first and third rate columns of Table 2
show the effect on annuity rates of interest assumptions of 4% and
3%, respectively. It will be seen that the interest assumption has a
very powerful effect on a gift annuity rate because it is involved not
only in the rate of return that can be earned on the actuarial reserve
applied to provide the annuity, but also that which can be earned on
the gift portion.

Table III of Schedule B illustrates the effect of assuming that
less money would be required for administrative expenses (first rate
column) and also that more money would be required for such pur-
poses (third rate column). The manner of determining the appro-
priate rate of expense loading for gift annuity rates has to be one
almost of judgment rather than a study of actual experience. This
is so because of the great variety of types of organization issuing
such agreements and also the great variety in volume of agreements
issued among the various groups. The nature of certain organizations
may be such that relatively little additional expense is incurred in
operating a gift annuity program; whereas, for other organizations
such a program may become a rather specialized operation requiring
considerable additional expense. Furthermore, it could be expected
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that an organization issuing a large volume of agreements would
require a lower percentage of expense loading because of "volume
savings.” The size of gifts would also affect this situation. It is hoped
that, in general, the 5% allowance in the present rates represents a
reasonably adequate expense allowance but it may very well be inade-
quate for some organizations. A change to the extent illustrated in
Table 111 would have a moderate effect on the uniform rates.

Table IV shows the effect of changing the provision for a 50%
residuum to corresponding provisions of 40% and 60%. It should
be emphasized that the showing of results with a 40% contemplated
residuum is done merely for purposes of illustration. It would not
be wise for the Conference on Gift Annuities to advocate rates based
on a 40% residuum since the New York Insurance Law specifically
provides that rates shall be constructed to provide a residuum of not
less than 509%. Table IV does indicate, however, that a modification
of 10 percentage points in either direction makes a very significant
change in gift annuity rates.

The present uniform rates were adopted in 1965 following an
extensive study of gift annuitant mortality experience for the period
January 1, 1959 through December 31, 1963. Since less than three
years have elapsed since the Conference held in April 1965, it was
considered unnecessary by the Committee on Gift Annuities, upon the
advice of our organization, to make a complete mortality study of the
actual experience during the period since the date of the last study.
Actuarial procedures have been developed to estimate the effect of
reasonable improvements in rates of mortality to occur in future years,
based on a study of what has happened in the past. By using such
procedures, it is possible to estimate what might have been the results
of a mortality study for a five-year period from January 1, 1964
projected through December 31, 1968, if exactly the same “life years
of exposure” that were developed for the 1959-63 studies had
prevailed during this later five-year period. It might be well here
to explain the term “life years of exposure.” This term is used in
referring to the number of lives exposed to the risk of death for a
period of one year. Thus, in a mortality study of a five-year period,
an annuitant who received his annuity for the entire period studied
would produce one life year of exposure at each of five consecutive
ages, for a total of five life years of exposure. Any annuitant who
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came on the annuity roll during the five-year period would be counted
as producing life years of exposure only during the time and at the
ages when he was actually on the annuity roll.

In Schedule C, (shown on page 26) there are presented first
the actual results of the mortality study for the period January 1,
1959 through December 31, 1963, which were presented at the
Twelfth Conference. There are then shown in the last three columns
of this schedule some hypothetical results for a period January 1,
1964 through December 31, 1968, assuming the same life years of
exposure but assuming a five-year improvement in the rate of mortality.
These hypothetical results represent something of a scientific fiction
but they are useful in judging the adequacy of the mortality assump-
tion used in the present uniform gift annuity rates. In the develop-
ment of these hypothetical results, the figure that is changed is the
number of actual deaths. It will be seen that the "expected” deaths in
both the actual results and the hypothetical results are the same, since
these have been determined for identical periods of exposure in accord-
ance with the same mortality table; viz., the 1955 American Annuity
Table, female lives. However, in the hypothetical results for a 1964-68
period, the actual death figures for the 1959-63 study have been
artificially modified to produce what are called “projected” deaths
in the hypothetical results, which reflect improvements in longevity
during the five-year period.

It will be seen that for the actual 1959-63 period, there were
3,871 actual deaths among female lives and when this number is
compared with 3,334 expected deaths, in accordance with the mortality
assumption being used, the result is a ratio of actual to expected
deaths of 116%. A ratio in excess of 100% in these situations means
that more deaths have occurred than would be anticipated on the
basis of the table, which is an indication that the table is a ‘“safe”
one to use for annuity purposes. Again looking at the results for
female lives for the hypothetical period, the artificial modification of
3,871 actual deaths into 3,782 projected deaths reduces this ratio
of actual to expected deaths to 113%. This would seem to indicate
that, even with a logical five-year improvement in rate of mortality,
the 1955 American Annuity Table would still represent an appropriate
mortality assumption. ;

A word of caution might be made to anyone who might think
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that the 13% ‘cushion” provides too much conservatism. Here it
would be well to point out that this is a total result which is affected
very strongly by the rather high ratios of actual to expected deaths
at the very high ages. When the results are viewed by age groups,
it will be seen that from ages 51 through 80, the ratios of actual to
expected deaths among female lives are less than 100%. This result
is helped somewhat by the more “favorable” experience among male
lives where the ratios of actual to expected deaths are well in excess
of 100% for every age group, so that in viewing the results for
all lives combined, the ratio of actual to expected deaths is only
slightly below 100% in the age groups 61 through 70 and 71
through 80.

What does all this analysis and study seem to indicate with rela-
tion to the appropriateness of the present uniform gift annuity rates?
With regard to mortality assumption, the study would seem to say
to me that we are on generally sound ground in continuing to use the
1955 American Annuity Table, female lives, for rate purposes. With
regard to expense loading, although the 5% presently being used
may well be inadequate for certain types of organizations and organi-
zations doing a relatively small volume of gift annuity business, it
probably represents a reasonably fair provision for this contingency.
The interest assumption, which has a most powerful effect on gift
annuity rates, is the one area where it would appear that our rates
reflect considerable conservatism with relation to the rate of return
on invested reserves that can generally be achieved currently. How-
ever, when we issue an annuity agreement, we must be concerned
not merely with the current potential for rate of investment earnings
but also the outlook for a relatively long period in the future and
here it would appear that we might be well advised to take a reason-
ably conservative position.

Let us assume that we are fortunate enough to achieve a higher
rate of investment return on reserves than the 315% contemplated
by the present uniform rates. We have made some additional studies
to determine the effect of such a higher rate of return on the per-
centages of residuum that might be achieved through the use of the
present uniform rates. If we had mortality experience in accordance
with the 1955 American Annuity Table, female lives, and if our
expenses amounted to 5% of the total gift, the following table indi-
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cates the percentages of residuum that would emerge if the rate of
investment return over the long range were 4% and 415 %.

Percentage of Residuum if
Agr‘ af -‘im'mug: re at Rate af

Issue 49 415
60 66.0% 81.5%
65 60.7 72.2
70 60.1 68.8
75 57.8 64.4
80 56.3 61.2

(Note: The apparent lack of complete consistency in the
progression of the above percentages of residuum is
the result of the rounding of the present uniform
rates to the nearest first decimal.)

It will be seen that earnings at a 4% rate would produce a per-
centage of residuum ranging from 56.3% to 66.0% at the range
of ages included in the above table with a corresponding range from
61.2% to 81.5% if interest earnings of 415% can be achieved. In
this connection, I want to recall the fact that the uniform gift an-
nuity rates recommended by the Committee on Gift Annuities from
1927 until 1955 were constructed to produce a residuum for the
use of the organization of 70% of the consideration paid. This per-
centage was dropped to 50% in the rates adopted in 1955 because,
at that time, it was advisable to adopt rates based on more conservative
assumptions with relation to both interest and mortality, and to have
held the planned residuum at 709 with the additional conservatism
being introduced in these two areas would have caused a very sub-
stantial reduction in annuity rates.

The above table suggests to me that, if the organizations repre-
sented here are fortunate enough to achieve interest earnings at a
rate in excess of the 315% rate in use at the present time, you may
simply be returning to a level of gift accomplishment where you
ought to be anyhow. I started this paper with an emphasis on the
importance of constructing annuity rates so as to produce appropriate
amounts of gift money. I shall conclude it with the statement that
if, primarily because of a favorable rate of investment return, the use
of the present uniform gift annuity rates produces gift money repre-
senting something between 50% and 70% of the consideration paid,
this will bring the organizations represented here closer to accomplish-
ing the goal of the entire gift annuity program.
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COMMITTEE ON GIFT ANNUITIES
Annuity Rate Study for 1968 Conference

ILLUSTRATION OF CALCULATION OF A GIFT
ANNUITY RATE

Actuarial assumptions on which present uniform gift annuity rates are based:

Rate of mortality — 1955 American Annuity Table, female lives
Rate of interest — 315% per annum, compounded annually
Expense loading — 5% of the total consideration

Residunm — 50% of the total consideration

Annuity payments — At end of each semi-annual period

Calculation

(a)
(b)
(c)

(d)

(e)

Assume a donor aged 70 enters into a $1,000 single-life gift annuity
agreement.

Deduct the 5% expense loading of $50, leaving $950 to provide for
annuity payments and residuum.

Set aside the 509 residuum of $500, on which, however, interest at
314%, or $17.50, is available annually during the lifetime of the an-
nuitant.

The remaining $450 is available as a single premium, using both prin-
cipal and interest, to provide an annuity during the lifetime of the an-
nuitant, On the basis of the 1955 American Annuity Table, female lives,
with interest at the rate of 3V5%, the cost at age 70 of providing a
single-life annuity of $1 per year, payable in semi-annual installments,
is $11.28, When the available $450 is divided by $11.28, the result
is $39.89 of yearly annuity.

Add the $17.50 of interest from (c) to the $39.89 of annuity from
(d) and the sum is $57.39 of total income available during the life-
time of the annuitant. On the basis of $1,000 of consideration, this
represents a rate of 5.7% which is the rate appearing at age 70 in
the schedule of uniform rates.

Alternate Calculation as a Check

(a)
(b)

(c)

Start with the same net $950 as is shown in I (b).

On the basis of the 1955 American Annuity Table, female lives, the
amount needed at age 70, using both principal and interest, to provide
$500 at death is $302.64. Thus, $647.36 of the $950 would remain
available as a single premium, using both principal and interest, to
provide a single-life annuity.

The $647.36 from II (b) divided by the $11.28 from I (d) produces
the same $57.39 that appears in I (e).

SCHEDULE A
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COMMITTEE ON GIFT ANNUITIES
Annuity Rate Study for 1968 Conference
Effect on Annuity Rates of Variations in Actuarial Assumptions
TABLE 1—Effect of Variation in Mortality Basis

Mortality Basis

Age at 1955 AA 1955 AA 1935 AA
Tssue = A i im=Sl Lk
60 4.8 4.7% 4.7%
65 5.3 5.2 5.1
70 5.9 5T 5.6
7ot 6.7 6.5 6.4
80 7.9 7.6 7.4
TABLE I1—Effect of Variation in Interest Rate
Age at BE _Interest at Rate of ==
Lysue 4% 3%% 3%
60 5.1% 4.7% 43%
65 5.6 5.2 4.7
70 6.2 St 5.3
75 7.0 6.5 6.1
80 8.1 7.6 7.2
TABLE 111—Effect of Variation in Expense Loading
Age at _ Expense Loading as a % of Total Constderation
Issue I% 5% _T%
60 4.9% 4.7% 4.6%
65 3.3 Dl 5.0
70 5.9 5.7 5.6
15 6.7 6.5 6.3
80 7.9 7.6 7.4
TABLE IV—Effect of Variation in Percentage of Residunm
Age ar Residuum as a %_of Total Consideration
Issue 0% _30% _ 60%
60 5.0% 4.7% 4.4%
65 5.6 5.2 4.8
70 6.3 5.7 5.2
75 T 6.5 5.8
80 8.6 7.6 6.7

NOTE: Figures shown in middle rate column of each table are present Uni-
form Gift Annuity Rates.
Figures shown in first and third rate columns show the effect of
greater liberalism (first column) and greater conservatism (third col-
lumn) in the components of actuarial assumptions described in the
respective table headings. SCHEDULE B
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Life

Years of

Exposure

50 and under .. 5,572
10N s 1 8,048
G170 et e 18,566
SLB0 s 28,705
8190 ...ian 20,028
91 and over ... 3,138
Total .... 84,057

50 and under . . 3,502
160 i 2,486
1700 e 4,318
TEB0L - L 6,444
YEOOR Lo 5,000
91 and over .. 838
Tatal eun 22588

50 and under .. 9,074
3 1§ 10,534
B0 s s 22,884
71-80 ........ 35,149
B1-9O) ... 25,028
91 and over .. 3,976
Total .... 106,645

Actual Results
for Period

31 314[??__.-_{:_{”35 12 /531 /63

Actual E.};:'rh'n"

Deaths  Deatbs

COMMITTEE ON GIFT ANNUITIES
Gift Annuity Mortality Study for 1968 Conference

Hypothetical Results

for Period

A /1764 '[hrnu_;x:h 12/31/68

Ratio
A/E

FEMALE LIVES

200%
71
93
94

125

150

116%

175%
258
139
119
136
122

131%

192%
113
102
98
127
144

16 8
30 42
244 262
944 1,009
1,932 1,543
705 470
3,871 3,334
MALE LIVES
7 4
31 12
85 61
269 227
526 387
155 127
1,073 818
ALL LIVES
23 12
61 54
329 323
1,213 1,236
2,458 1,930
860 597
4,152

4,944

26

119%

Projected Expected® Ratio
e R ieabs § EE/E
15 8 188%
28 42 67
229 262 87
902 1,009 89
1,903 1,543 123
705 470 150
3,782 3,334 113%
7 4 175%
29 12 242
80 61 131
257 227 113
518 387 134
135 127 122
1,046 818 128%
22 12 1839
37 54 106
309 323 96
1,159 1,236 94
2,421 1,930 125
860 597 144
4,828 4,152 116%
SCHEDULE C

*Expected deaths in accordance with 1955 American Annuity Table,

female lives.
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LIFE INCOME AGREEMENTS

MR. JOHN M. DESCHERE
Comptroller, Vassar College

At the last Conference on Gift Annuities, the principal address
on the subject of Life Income Agreements was given not by a business
or development officer, but by a clergyman. He stated that the Com-
mittee surely must have realized that it incurred some risk when it
invited a minister of the gospel to speak on secular business matters.
Now, before we begin I thought you should hear about the other
side of the coin. Once upon a time I, a plain ordinary college business
officer, delivered a full length sermon to our Presbyterian congregation
on a Laymen’s Sunday. That was fen years ago. Apparently it must
have been quite a sermon, because the governing body of the church
soon thereafter voted to discontinue Laymen's Sunday. Maybe the
ministry was worried about the competition.

The main emphasis of this Conference is on the subject of Gift
Annuities, and rightly so. There have been so many new participants
to these conferences (the attendance has gone up 150% in ten years)
that the Committee decided to provide several work sessions on various
aspects of the Gift Annuity.

This talk is the only one scheduled on Life Income Agreements.
As a result I will not be able to go into all ramifications as thoroughly
as in previous conferences. I refer those of you who are particularly
interested to the record of the proceedings of the Twelfth Conference
held in 1965 and recorded in Wise Public Giving Series No. 51. At
that Conference, there were four addresses devoted to types of Life
Income Agreements and another dealing with taxation of Deferred
Giving, including Life Income Agreements. So you will understand
the limitations of the present talk. For those of you who have
questions that will not be covered now, we have scheduled a question
and answer period tonight at 8:00 at which time two of the distin-
guished members of the committee will be on hand to help me provide
you with the answers, we hope.

DEFINITION
Life Income Agreements were approved as a vehicle for charitable
donations by the Internal Revenue Service in 1955 in Revenue Ruling
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55-275, which is reproduced in the report of the Proceedings of the
Ninth Conference, Wise Public Giving Series No. 48. Since then
they have grown to play an increasingly important role in the Deferred
Giving program. The Committee defines a Life Income Agreement
as an agreement between a donor and a charitable organization. The
organization, in return for a gift of cash, stock, land, securities, or
other property, agrees to pay to the Donor, or designated bensficiary,
for the lifetime of that person or survivor, an annual income computed
by determining the yield on the organization’s invested funds and
applying that rate to the Donor’s gift. The Agreement is terminated
upon the death of the last beneficiary, and the organization is thereby
released from any further payments. It is advisable to include a state-
ment in the original agreement that the obligation of the organization
ceases with the last regular payment prior to the death of the bene-
ficiary. This avoids pro-ration of a final payment from that date to
date of death.

The last conference adopted a resolution recommending, for the
purpose of uniformity and a better understanding, that the following
terminology be used in discussion, promotion and administration of
contributions made for the establishment of life income agreements:

1. the agreement between the donor and the issuing agency be
referred to as a "Life Income Agreement.” (You will also hear the
term Life Income Contract, which is the same thing; however, Life
Income Trust is different.)

2. the amount paid under the agreement be referred to as a
“Life Income Payment.” (Avoid using “dividend” or “interest.")

3. persons paid under the agreement be called "Life Income
Beneficiaries." Frequently, the Donor is also the Life Income Bene-
ficiary. There may be more than one beneficiary under a Life Income
Agreement.

4. the rate of the life income payment be called the "Life In-
come Yield”, Don't use “'rate of earnings’”, “interest rate”, etc.

COMPARISON WITH ANNUITIES

A favorite topic at these conferences is the comparison of Life
Income and Gift Annuity Agreements. Several years ago, Dr. Matthies,
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like Woodrow Wilson before him, developed 14 points. Since this
talk is a condensed version, I will limit myself to nine:

1. Nature of agreement. The annuity is a purchase of a contract
to provide a guaranteed fixed income for the lifetimes of one or
two persons. The life income agreement is a transfer of money or
property in exchange for your organization’s promise to pay annual
income, whatever it may be, to designated beneficiary or beneficiaries
for life.

2. Rate of return. Annuity payments are based on life ex-
pectancy tables developed by actuaries, so that an annuitant aged 84
will be paid 8% while a 35 year old beneficiary will receive only
3% under Uniform Gift Annuity Rates adopted at the Twelfth Con-
ference. Bear in mind that these payments are guaranteed for life
and never vary. On the other hand, no actuarial tables determine the
Life Income Yield. $1,000 donated for a 30 year old beneficiary will
earn and pay exactly the same amount as $1,000 given at the same
time for an 80 year old beneficiary. The income paid out is the net
income earned by the Life Income Fund. It is NOT guaranteed and
WILL vary from year to year.

3. Tax recognition of original gift. Payment for an annuity is
divided into two parts: the actuarial cost value and the charitable
gift deduction. The cost value is comparable to a purchase of an
annuity from a commercial carrier and runs from about 74% of the
consideration paid for a male annuitant aged 50 to 37% for a male
annuitant aged 85. The excess paid to you over the actuarial cost
value is the charitable gift deduction.

Payment for a life income agreement is also divided into two
parts: Retained life interest and the remainder interest. The remainder
interest determines the amount of charitable deduction that may
be allowed for income tax purposes. For single life agreements, the
percentage of gift qualifying as a charitable contribution is about the
same as the age of the beneficiary. For example, the charitable gift
deduction for a life income agreement for a beneficiary aged 60 is
60.321%, so that a $1,000 agreement would provide a deduction of
$603.21. For an 80 year old beneficiary, the charitable deduction on
a $1,000 life income agreement would be $832.41. Complete tables
have been issued by the Treasury Department in IRS Publication No.
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11, entitled “Actuarial Values for Estate and Gift Tax." The Treas-
ury Department has permitted the Committee on Gift Annuities to
reproduce these tables in the Maroon Covered Booklet entitled "Guide
for Computing the Federal Tax Implications of Charitable Gifts Sub-
ject to Life Income Agreement.” There is a best seller title for you.
One final point to note: the charitable deduction is larger for life
income agreements than for annuity contracts.

4. Tax recognition of income received. About 75% of the
income received from Gift Annuities is excluded from tax, based on
government tables. On the other hand, all income from REGULAR
life income agreements is fully taxable. Note the emphasis on the
word “regular.” There are tax-free Life Income Trusts that may be
established under certain conditions. Life Income Trusts, also called
Charitable Remainder Trusts, were discussed in detail at the Twelfth
Conference by Dr. Turley and Mr. Christison. I refer you to the
proceedings of that conference in Wise Public Giving Series No. 51,
and will not try to analyze them here, except to mention in passing
that the avoidance of capital gains, which is my next point, does not
apply to agreements providing for tax-free income.

5. Recognition of capital gain. In the event securities turned
over to your organization for a gift annuity have a cost basis to the
donor which is less than the annuity’s actuarial cost value, capital gain
is recognized on the excess of the actuarial cost value over the cost
basis in the donor’s hands. Let me give you an example: A donor
turns over to you for an annuity, securities which cost him $400 but
are now worth $1,000. According to government tables, the actuarial
cost value of the annuity you will write for him is $650. Capital gain
is recognized to the extent of $250, the amount by which the actuarial
cost value exceeds the donor's cost basis of the securities.

No capital gain is recognized on REGULAR life income agree-
ments. In the example above, if the donor had taken out a life income
agreement, not only would he have avoided tax on the $600 capital
gain he would have realized on a sale, but his charitable contribution
deduction would be based on the $1,000 current value of the stock.
These tax savings features make this form of agreement particularly
attractive to donors who would like to dispose of securities in which
they have been “locked in"” by a substantial increase in market value
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and would have to pay a big capital gains tax if they sold the stock
directly. Please bear in mind, the above does not apply to any agree-
ments providing for tax-exempt income since the issuance in 1960
of Rev. Rul. 60-370.

6. What will be left at termination? Annuities, which pay a
guaranteed income regardless of earnings will, if the beneficiaries
don't live too long, have at least half of the original fund still intact
at death of the annuitant. The technical, actuarial name for the portion
of the principal remaining at death is “residuum.” The principal is
never invaded on a life income agreement since, by definition and
under the terms of the gift, only the income can be paid. Therefore,
life income agreements will always have a 100% residuum. They may
have a little more than that if you include the clause that the obli-
gation of your institution ceases with the last regular payment prior
to the death of the beneficiary.

If I may digress from this for a moment, it has always seemed
to me ironic that the same commercial carriers will write both life
insurance policies and annuitant contracts. On life insurance policies,
the companies will try to keep you alive as long as possible. Some
of you may have seen pamphlets issued by Metropolitan Life entitled
“Good Hints for Good Health.” On the other hand, with annuities,
the sooner you die, the better off they are. Has anyone ever seen
health pamphlets for annuitants? When the companies speak of favor-
able mortality experience, they mean one thing when referring to life
insurance policies and the exact opposite for annuities. Well, enough
of that.

7. State Regulation. In 1965, only 3 states—New York, Cali-
fornia and Wisconsin—had specific laws covering the issuance of gift
annuities. I can testify from personal experience that the Annual
Report for the New York State Insurance Department calls for an
incredible amount of detailed information and takes a long time to
prepare. As far as I know, there are no state regulations for regular
life income agreements.

8. Multiple donors. Annuities may be written on a survivorship
basis, The Committee on Gift Annuities has two-life tables for de-
termining rate of return. Tax information is also set. forth in govern-
ment issued two-life tables, Life Income Agreements may be written
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covering two or even more lives. The charitable deduction will be less,
but the payment will still be the same amount, since the income from
a $1,000 agreement will not be any more or less if it is written on
a single-life or a joint-and-survivorship basis.

9. Donor appeal. Since annuity rates are based on actuarial
tables, anmi_t_ig'géﬁe-ralﬂy appeal more to older donors. The guaran-
teed income and income tax exclusion features are desired by most
elderly people.

The life income agreement has more to offer younger donors
on a single or plural life basis, since it has greater growth potential
in an expanding economy. It also is attractive to donors secking a
larger charitable contribution deduction and those seeking to avoid
capital gains tax on securities where they have been “locked in” by
substantial appreciation in market value.

FORM

What does a Life Income Agreement look like? In the proceed-
ings of the 1962 Conference, Wise Public Giving Series No. 50,
Colonel Abrams mentioned several points that should be included.
The maroon-covered guide also has a sample form. (Incidentally, I
do not get any commissions on the sale of any of the materials I
have borrowed or plagiarized from so liberally today.) It is important
to bear in mind that the agreement is a legal contract and should
contain the effective date and names of parties. There must be an
irrevocable gift; no donor control, expressed or implied. The value
of the agreement must be clearly stated. The agreement should specify
the manner of investment and authority to invest and reinvest. The
dates of payment should be stated and the way in which income is
to be determined. Finally, disposition of the principal upon termination
of the obligation should be included.

MANNER OF INVESTMENT

Should principal of funds be invested separately or pooled with
other life income agreements or other institutional investments? Gen-
erally, separate investment should be avoided, since it would require
an entirely segregated account for recording all principal and income
transactions, with high administrative costs. Besides, most religious
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and charitable organizations are against all forms of segregation
these days.

There are two general types of pooled agreements: Common
Trust Fund and Endowment Fund. The Common Trust Fund entails
assignment of units to each participating fund, based on market value
at date of entry into the fund. The yield is determined by the pro-
portionate share of income earned by the pooled investment portfolio,
as is done with a mutual fund. No capital gains are distributed—
only income.

Under the Endowment Fund Method, Life Income Agreements
are combined with other types of funds in a pooled investment port-
folio. Funds are carried at book value, which is the basis for in-
come payments.

PROMOTION

There are just two points I want to make in discussing the matter
of promotion. The first is that the basic appeal should be on the
grounds that your donor is interested in and wants to do something
for your institution because he believes in it and in what it stands
for. The New York Times obituary of Sydney Prerau, the outstanding
authority on the tax aspects of philanthropic giving, who died last
month included the following quotation from one of his lectures.

“Our income tax law formalized and confirmed the public policy
of giving. Always remember that except in most unusual cases a
donor sacrifices economic worth—that is, he gives up something
of value to himself, when he makes a gift.

“His prime motivation is to be of assistance; tax advantages are
subordinate. One should never emphasize taxes except to prove
the Government's approval of an encouragement to the concept
of voluntary support.”

The other point is that care must be taken to avoid using termi-
nology that might be construed to indicate that an agency relation
exists between the donor and your organization. The gift must be
absolute and irrevocable. The Form must be drawn correctly and care-
fully. The donor must not exercise any control over the gift after the
agreement has been signed.
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ADVANTAGES

Why should your organization write Life Income Agreements?
What are some of the advantages to donors and beneficiaries and,
indirectly, to your organization ?

1. The original gift can frequently be much larger than an
outright donation because of the retention of right to receive income.
Incidentally, most of these advantages, in greater or lesser degree, also
apply to Gift Annuity contributions.

2. Substantial charitable contributions.
3. Elimination of capital gains tax for Regular Agreements.

4. Removal of amount donated entirely from estate in case of
single life agreement, and substantially reduced in case of contract
providing for a second beneficiary.

5. Greater security of income than from personal investment
portfolio.

6. Release from "locked-in"" situation where cost basis of securi-
ties is low in relation to current market value.

7. Provision may be made for income for life for survivor,
whose ability to manage investments wisely you may doubt.

CAVEATS

Finally, before you all rush out to initiate or improve life
income plans, a few words of caution. Set a reasonable minimum
age for beneficiaries because of the long period of administration
required before the funds will be available for institutional purposes.
Try to avoid the proud grandparents who will want to give you $500
or $1,000 for a contract covering a recently born grandchild. An
organization going into deferred giving plans for the first time as
a major avenue for fund raising must realize that some money that
would have come as outright gifts may be diverted into these plans
and current unrestricted giving adversely affected. And there will be
paper work involved in managing these gifts that you would not have
if you received them free and unencumbered. On balance, however,
I believe you will find that Life Income Agreements are a worthwhile
addition to your fund raising arsenal.

Thank you very much for your kind attention.
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TAX INFORMATION

MR. CONRAD TEITELL
Partner, Prerau & Teitell

(The following material is excerpted from TAX MANUAL, Philan-
thropy Tax Institute, copyright 1966, 1967, Sydney Preran & Conrad
Teitell, New York City.)

HOW TO FURNISH INFORMATION FOR YOUR
DONORS' TAX RETURNS

Letter to donors simplifying reporting requirements.

Dear Donor:

(Introductory paragraph thanking donor for his gift, etc.)

You will want to deduct your charitable contributions when you
file your income tax return. This letter is intended to clarify the Treas-
ury's reporting requirements so that you may properly claim your
deductions.

Contributions of money. Report the name of each organization
to which you contributed and the amount and date of the actual pay-
ment of each contribution. But if you made numerous cash contri-
butions to an organization, you may state the total cash payments
made to the organization instead of listing each cash contribution and
the date of payment.

Contributions of property of $200 or less. Report the name of
the organization receiving the property, the kind of property con-
tributed (i.e., used clothing, painting, securities) and the method used
in determining its fair market value.

Contributions of property in excess of $200. When a property
contribution is over $200, attach to income tax Form 1040 a statement
with this information:

1. The name and address of the organization to which the con-
tribution was made.

2. The date of the actual contribution.

3. A description of the property in sufficient detail to identify
it. For tangible personal property (paintings, sculpture, office equip-
ment, furniture, etc.) describe the physical condition of the property
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at the time of contribution. For securities, specify the name of the
issuer, the type of security, and whether it is regularly traded on a
stock exchange or over-the-counter. .

4. The manner in which (i.e. purchase, gift, inheritance, ex-
change, etc.) and the approximate date you acquired the property. If
you created, produced, or manufactured the property state the approxi-
mate date it was substantially completed.

5. The fair market value of the property at the time the con-
tribution was made, showing the method used in determining the
fair market value. If the valuation was determined by appraisal, a
copy of the signed report of the appraiser should also be submitted.

6. For property (other than securities) held by you for less
than five years before your contribution, you are required to report
the cost-basis. The cost-basis of property (other than securities) held
for more than five years before the contribution should be reported
if available.

7. For contributions of depreciable personal and real property,
state the reduction of your contribution for “recaptured depreciation.”

8. The terms of any agreement or understanding relating to
the use, sale or other disposition of the property contributed. Buwt
you need not specify the terms of any agreement which merely ear-
marks contributed property for a particular charitable use—i.e., the
use of donated furniture in a reading room of a library.

9. The total claimed as a deduction for the property contributed.
If less than the entire interest (i.e., a 15 interest) during the year,
the deduction claimed in any earlier year or years for contributions
of other interests in the property; also, '

—the name and address of each organization to which any such
contribution was made;

—the place where the property (if tangible) is located or kept;

—the name of the person having actual possession of the prop-
erty (if other than the charitable organization to which the property
giving rise to the deduction was contributed).

(Final paragraph thanking donor again—telling of importance
of his gift).

Sincerely,

36

()



YOUR TAX-EXEMPT ORGANIZATION
Gift Annuity—transfer of money

Information for Deducting Your Charitable Contribution on
Your 19 Federal Income Tax Return

Name of Annuitant:

Amount of funds transferred: $

Date funds transferred:

Your charitable contribution deduction: $

Note: You may deduct your contributions up to 30% of Ad-

justed Gross Income. Should your contributions exceed
30% of Adjusted Gross Income you may deduct the ex-
cess over the five following years until exhausted—up to
30% of Adjusted Gross Income each year.

Deduct your contribution on Form 1940, Page 2, Part IV, “Contri-
butions’, as follows:
“Your tax-exempt organization —$

See attached statement”

Attach a statement to your tax return, similar to the one below.

Your name and address as it appears on your tax return
Statement attached to Form 1040, Page 2, Part IV, Contributions

On , I contributed $ to YOUR TAX-EXEMPT
ORGANIZATION
Your City and State, for a gift annuity.

Armount contributed | . 5 RO et sl s s $

Lesst AChIAGAL WAITR ' owhre ime ) oos aov e wa woe e Wi $

My name and date of birth:

If two life annuity, second beneficiary’s

name and birth date: SEaRSEER.
Charitable contribution deduction ............. $
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YOUR TAX-EXEMPT ORGANIZATION
Gift Annuity—transfer of securities
Information for Deducting Your Charitable Contribution on
Your 19 Federal Income Tax Return

Name of Annuitant:
Fair market value of securities delivered: $
Date securities delivered:
Your charitable contribution deduction: $
Note: You may deduct your contributions up to 30% of Ad-
justed Gross Income. Should your contributions exceed
30% of Adjusted Gross Income you may deduct the
excess over the five following years until exhausted—
up to 30% of Adjusted Gross Income each year.
Deduct your contribution on Form 1040, Page 2, Part IV, "Contri-
butions”, as follows:
"Your tax-exempt organization = A
See attached statement”

Attach a statement to your tax return similar to the one below.

Your name and address as it appears on your tax return
P
Statement attached to Form 1040, Page 2, Part IV, Contributions €
(Furnish information for blanks)

On , I delivered shares
(date) (number) (type, i.e., common,
preferred, etc.)
stock of to YOUR TAX-

(name of corporation)

EXEMPT ORGANIZATION, your City and State
for a charitable gift annuity. The stock is regularly traded on
or
(name of stock exchange) (over the counter)
Fair market value of securities on date delivered: §
(average selling price on date of delivery)
Less: Actuarial value of annuity $ !
My name and date of birth:
If two life annuity, name and birth date
of second beneficiary: — -
Charitable contribution deduction: $
Cost-basis of securities: $
State date and how you obtained securities (i.e., purchase, gift,
inheritance, exchange, etc.) .
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YOUR TAX-EXEMPT ORGANIZATION

Gift Annuity—transfer of property
(other than securities traded on an Exchange or over the counter)

Information for Deducting Your Charitable Contribution on
Your 19 Federal Income Tax Return
Name of Annuitant:
Fair market value of property delivered: $
Date property delivered:
Your charitable contribution deduction: $
Note: You may deduct your contributions up to 30% of Ad-
justed Gross Income. Should your contributions exceed
30% of Adjusted Gross Income you may deduct the
excess over the five following years until exhausted—up
to 30% of Adjusted Gross Income each year.
Deduct your contribution on Form 1040, Page 2, Part IV, "Contribu-
tions”, as follows:
“Your tax-exempt organization — §
See attached statement™
Attach a statement to your tax return, similar to the one below.
Your name and address as it appears on your tax return
Statement attached to Form 1040, Page 2, Part IV, Contributions
(Furnish information for blanks)
On , I delivered

(date) (describe property in_ sufficient detail to identify it
and describe physical condition of property)

to YOUR TAX-EXEMPT ORGANIZATION for a gift annuity. On
the date I delivered the said property, it had a fair market value of
$ . The valuation was determined by signed appraisal, a copy
of which is attached.
Fair market value of property on date delivered: $
Less: Actuarial value of annuity $
My name and date of birth:
If two life annuity, name and birth date
of second beneficiary:

Charitable contribution deduction $

Cost-basis of property: $§

State the date and how you obtained the property (i.e., purchase,
gift, inheritance, exchange):
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YOUR TAX-EXEMPT ORGANIZATION
Gift Annuity
Information for Reporting Annuity Income on Federal
Income Tax Return
Name of annuitant:
Amount of funds (or fair market value of property) transferred: $
Date funds or property transferred:
Amount of yearly annuity:
Information for Schedule B (Form 1040), Part I A of your
U.S. Income Tax Return for years indicated. {

19— and
19— Later Years
1. Investment in contract ............. $ $
2. Expected return ....coniviin i $ $
3. Percentage of income to be excluded . % %
(Line 1 divided by line 2)
4. Amount received this year .. ... ... .. $ $
5. Amount excludable (Line 4 multiplied
Dysaliae g%, Al ot bl o s v $ $
6. Taxable portion (excess of line 4 over 0 )
OIS ) il e s e o e s $ $

YOUR TAX-EXEMPT ORGANIZATION
Gift Annuity—transfer of securities or other property
Information for reporting on Schedule D (Form 1040)

The law requires donors who contribute securities or othér prop-
erty for a gift annuity to report the transfer on Schedule D (Form
1040) Gains and Losses from Sales or Exchanges of Property. There
is no gain (although you must still report) when the property’s cost-
basis equals or exceeds the actuarial value of the annuity, Should the
cost-basis be less than the actuarial value, there is a gain only on the ex-
cess over the cost-basis up to the actuarial value. The gain is completely
avoided on the difference between the actuarial value and the fair
market value of the property transferred. Even if there is a gain on
Schedule D, it is more than likely offset by your contribution deduc-
tion. Every one dollar of allowable contribution deduction offsets two |
dollars of capital gain.
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Note: When your cost-basis exceeds the actuarial value you may
not deduct as a loss the difference between your cost-basis and the
actuarial value,

Report on Schedule D. (Form 1040), Line 5%, as follows:
(Furnish information for blanks)

Line 5
a. Kind of Property:
b. Description:
c. How acquired:**
d. Date acquired:
e. Date sold (date delivered for annuity) :
f. Gross Sales price (actuarial value):
g. Depreciation allowed or allowable (if any):
h. Cost or other basis:

Gain: If cost-basis equals or exceeds the actuarial value, insert
zero,

If cost-basis is lower than the actuarial value, your gain is the
difference between the cost-basis and the actuarial value.

*If you held the assets (securities or other Krnlprrty for six months or less before you
delivered them to TAX-EXEMPT ORGANIZATION NAME, complete Line 1 (a-1)
(Schedule D) instead of Line 5 (a-i).

**Letter symbol: A—purchase on open market; B—exercise of stock option, or em-
Fl“)(l.‘l.‘ stock plan; C—inheritance or gift; D—exchange involving carryover of prior asset
asis; E—other.

On Schedule D after completing line 5 a-i write: "See attached state-
ment” and attach a statement similar to the one below:

Your name and address as it appears on your tax return

Statement attached to Schedule D (Form 1040) Line 5
(Furnish information for blanks)

On , I delivered to TAX-EXEMPT
(date) (describe property)
ORGANIZATION NAME
City and State, , in exchange for a gift annuity.
Actuarial value of Annuity $

My name and date of birth:
If two life annuity, second beneficiary’s
name and birth date:
Less: Cost-basis of property —
Capital gain $




YOUR TAX-EXEMPT ORGANIZATION

Life Income Contract—transfer of money
Information for Deducting Your Charitable Contribution on
Your 19  Federal Income Tax Return

Name:
Amount of funds transferred: $
Date funds transferred:

Your charitable contribution deduction: $
Note: You may deduct your contributions up to 30% of Ad-
justed Gross Income, Should your contributions exceed
30% of Adjusted Gross Income you may deduct the
excess over the five following years until exhausted—
up to 30% of Adjusted Gross Income each year.

Deduct your contribution on Form 1040, Page 2, Part IV, "Contribu-
tions”, as follows:

"Your Tax-Exempt Organization — 3

See attached statement™ j )

Attach a statement similar to the one below:

Your name and address as it appears on your tax return
Statement attached to Form 1040, Page 2, Part 1V, Contributions

On , I contributed $§ to YOUR TAX-EXEMPT
(date)

ORGANIZATION

City and State, for a Life Income Contract.

My name and date of birth:
If two life contract, second beneficiary’s name and date of birth:

The charitable contribution to YOUR TAX-EXEMPT ORGAN-
IZATION (value of remainder) is $




YOUR TAX-EXEMPT ORGANIZATION

Life Income Contract—transfer of securities
Information for Deducting Your Charitable Contribution on
Your 19 Federal Income Tax Return

Name:
Fair market value of securities delivered: $
Date securities delivered:
Your charitable contribution deduction:
Note: You may deduct your contributions up to 30% of Ad-
justed Gross Income. Should your contributions exceed
30% of Adjusted Gross Income you may deduct the
excess over the five following years until exhausted—
up to 30% of Adjusted Gross Income each year.
Deduct your contribution on Form 1040, Page 2, Part IV, "Contribu-
tions”, as follows:
“Your Tax-Exempt Organization — §
See attached statement”
Attach a statement to your tax return, similar to the one below.

Your name and address as it appears on your tax return
Statement attached to Form 1040, Page 2, Part IV, Contributions
(Furnish information for blanks)

On , I delivered shares of
(date) (number) (type, i.e., common, preferred, etc.)
stock of to YOUR TAX-EXEMPT ORGANI-

(name of corporation)
ZATION in exchange for a Life Income Contract. The stock is regu-

larly traded on or
(name of stock exchange) (over the counter)

Fair market value of securities delivered: $
(average selling price on date of delivery)

My name and date of birth:

If two life contract, second beneficiary’s name and date of birth:

The charitable contribution to YOUR TAX-EXEMPT ORGANI-
ZATION (value of remainder) is $

State the date and how you acquired the securities (i.e., purchase,
gift, inheritance, etc.):




YOUR TAX-EXEMPT ORGANIZATION

Life Income Contract—transfer of property

(other than securities traded on an exchange or over the counter)

Information for Deducting Your Charitable Contribution on
Your 19  Federal Income Tax Return

Name:

Fair market value of property delivered: $

Date property delivered:

Note: You may deduct your contributions up to 30% of Ad-

justed Gross Income. Should your contributions exceed
30% of Adjusted Gross Income you may deduct the
excess over the five following years until exhausted—
up to 30% of Adjusted Gross Income each year.

Deduct your contribution on Form 1040, Page 2, Part IV, "Contribu-
tions', as follows:

“Your Tax-Exempt Organization — $

See attached statement’

Attach a statement to your tax return, similar to the one below.

Your name and address as it appears on your tax return
Statement attached to Form 1040, Page 2, Part IV, Contributions
(Furnish information for blanks)
On , I delivered

(date) (describe property in sufficient detail to

to YOUR TAX-EXEMPT ORGANIZATION

identify it and describe the physical condition)
City and State, , in exchange for a Life Income
Contract.

On the date I delivered the property to YOUR TAX-EXEMPT
ORGANIZATION it had a fair market value of $ . The valu-
ation was determined by signed appraisal, a copy of which is attached.

Fair market value of property on date of transfer: $
My name and date of birth:
If two life contract, second beneficiary’s name and date of birth:
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The charitable contribution to YOUR TAX-EXEMPT ORGANI-
ZATION (value of remainder) is $

State the date and how you obtained the property (i.e., purchase,
gift, inheritance, exchange, etc.):

If you held the property less than five years you are required to
report the cost-basis: $

If you held the property for more than five years report the cost-
basis if available: $

YOUR TAX-EXEMPT ORGANIZATION

Life Income Contract
Information for Reporting Income for Life Income Contract
on Your 19 Federal Income Tax Return

Name:
Amount of funds (or fair market value of property transferred): $
Date funds or property transferred:

Amount of income paid to you in 19 : §
Report your Life Income Contract payments on Form 1040, Page

2, Part II, Line 7, “"Miscellaneous Income” as follows:
“Your Tax-Exempt Organization
Life Income Contract—$
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YOUR TAX-EXEMPT ORGANIZATION

Life Income (Charitable Remainder) -Trust—transfer of money
Information for Deducting Your Charitable Contribution on
Your 19 Federal Income Tax Return

Name:
Amount of funds transferred: $
Date Funds transferred:
Your charitable contribution deduction: $
Note: You may deduct your contributions up to 30% of Ad-
justed Gross Income. Should your contributions exceed
30% of Adjusted Gross Income you may deduct the
excess over the five following years until exhausted—
up to 30% of Adjusted Gross Income each year.
Deduct your contribution on Form 1040, Page 2, Part IV, "Contri-
butions”, as follows:
“Your Tax-Exempt Organization — §
See attached statement”

Attach a statement similar to the one below: a

Your name and address as it appears on your tax return
Statement attached to Form 1040, Page 2, Part IV, Contributions

On , I, as grantor, by written instrument created a trust

(date)
naming YOUR TAX-EXEMPT ORGANIZATION, City and State,

, as trustee. The trust provides
that the trustee is to pay the trust income to me for life (and to
). Upon (my death) (the death
(fill in if second beneficiary)
of the survivor) the trust principal is to be delivered outright to
YOUR TAX-EXEMPT ORGANIZATION. On the date I created
the trust I transferred $ to the trustee.
My name and date of birth:
If trust for two lives, second beneficiary’s name and date of birth:
The charitable contribution to YOUR TAX-EXEMPT ORGANI-
ZATION (value of remainder) is $
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YOUR TAX-EXEMPT ORGANIZATION

Life Income (Charitable Remainder) Trust—transfer of securities
Information for Deducting Your Charitable Contribution on
Your 19 Federal Income Tax Return

Name:
Fair Market value of securities delivered: $
Date securities delivered:
Your charitable contribution deduction:
Note: You may deduct your contributions up to 30% of Ad-
justed Gross Income. Should your contributions exceed
30% of Adjusted Gross Income you may deduct the
excess over the five following years until exhausted—
up to 30% of Adjusted Gross Income each year.
Deduct your contribution on Form 1040, Page 2, Part IV, “Contri-
butions”, as follows:
“Your Tax-Exempt Organization — §
See attached statement”

Attach a statement to your tax return, similar to the one below.

Your name and address as it appears on your tax return
Statement attached to Form 1040, Page 2, Part 1V, Contributions

On , I, as grantor, by written instrument created a trust
(date)
naming the YOUR TAX-EXEMPT ORGANIZATION, City and
State, , as trustee. On the date I created
the trust I delivered shares of
(number) (type, i.e., common, preferred, etc.)
stock of to the trustee. The stock is
{name of corporation)

regularly traded on or . The

(name of stock exchange) (over the counter)
trust provides that the trustee is to pay the trust income to me for
life (and to ). Upon (my death)
(All in if second beneficiary)
(the death of the survivor) (fill in if second beneficiary) the principal
is to be delivered outright to YOUR TAX-EXEMPT ORGANIZA-
TION.
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Fair market value of securities delivered: $
(average selling price on date of delivery)
My name and date of birth:
If trust for two lives, second beneficiary’s name and date of birth:

The charitable contribution to YOUR TAX-EXEMPT ORGANI-
ZATION (value of remainder) is $

State the date and how you acquired the securities (i.e., purchase,
gift, inheritance, etc.):

YOUR TAX-EXEMPT ORGANIZATION

Life Income (Charitable Remainder) Trust—transfer of property
(other than securities traded on an exchange or over the counter)
Information for Deducting Your Charitable Contribution on
Your 19 Federal Income Tax Return

Name:
Fair market value of property delivered: $
Date property delivered:
Note: You may deduct your contributions up to 30% of Ad-
justed Gross Income. Should your contributions exceed
30% of Adjusted Gross Income you may deduct the

excess over the five following years until exhausted—
up to 30% of Adjusted Gross Income each year.

Deduct your contribution on Form 1040, Page 2, Part IV, "Contri-
butions”, as follows:

"Your Tax-Exempt Organization — §
See attached statement”

Attach a statement to your tax return, similar to the one below.
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Your name and address as it appears on your tax return
Statement attached to Form 1040, Page 2, Part IV, Contributions

(Furnish information for blanks)

On , 1, as grantor, by written instrument created a trust
(date)

naming the YOUR TAX-EXEMPT ORGANIZATION, City and

State, as trustees. On the date I

created the trust I delivered
(describe property in sufficient

to the trustee. The
detail to identify it and describe the physical condition)

trust provided that the trustee is to pay the trust income to me for

life (and to ). Upon (my death) (the death
(fll in if second beneficiary)

of the survivor) the principal is to be delivered outright to YOUR
TAX-EXEMPT ORGANIZATION.

On the date I delivered the property to the trustee it had a fair
market value of $ . The valuation was determined by signed
appraisal, a copy of which is attached.

Fair market value of property on date of transfer: §
My name and date of birth:
If trust for two lives, second beneficiary’'s name and date of birth:

The charitable contribution to YOUR TAX-EXEMPT ORGAN-
ZATION (Value of remainder) is §

State the date and how you obtained the property (i.e., purchase,
gift, inheritance, exchange, etc.) :

If you held the property for less than five years you are required
to report the cost-basis: $

If you held the property for more than five years report the
cost-basis if available: $
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LIFE INCOME (CHARITABLE REMAINDER) TRUST
Name and address of income beneﬁciary

Information for Reporting Trust Income on Federal Tax Return

Name of Trust:

Address: .

Identification Number of Trust:

Bomestic DIvIdends oot e g b e s s e e w3 v L

Report on Form 1040, Part II, Page 2, Line 1a as follows:
$

Frat e, i e ARt ok
Other Trust income (interest, rents, royalties, business
s LIS [ Cod e e oot A SN Tl (RS S el VS~ $
Report on Schedule B, Form 1040, Part III, Line 3 as follows:
$

Trust name, address and identification number

Non-Taxable income $§___
Not reportable
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LIFE INCOME PLANS

INFORMATION RETURNS REQUIRED OF CHARITABLE

ORGANIZATIONS

The letter and the forms (preceding pages) are to aid your donors
in preparing their tax returns. The Treasury does not require you to
furnish the letter and forms to donors. You do so because you want
to help them. But the Treasury does require you to send yearly reports
to donors. Here is what the Treasury requires:

13

I1.

I11.

Life Income Contracts.

a.

You report life income contract income of $600 or over
paid to each donor during the year on Form 1099 (ob-
tainable from your District Director). Form 1099 should
be mailed to the donor by the following February 28th.

On Form 1096 list all payments to those receiving Form
1099, Form 1096 should be filed with the Director,
Internal Revenue Service Center, at the address specified
on Form 1096 (page 2) by February 28th.

Charitable Remainder Trusts.

Trustee reports on Form 1041 for year ending December 31st
by following April 15th (or within 315 months after end
of fiscal year.)

Annuities.

a.

You report taxable annuity income of $600 or over to
each donor during the year on Form 1099 (obtainable
from your District Director). Form 1099 should be
mailed to the donor by February 28th of the following
year.

On Form 1096 list all payments to those receiving Form
1099, Form 1096 should also be filed with the Director,
Internal Revenue Service Center, at the address specified
on Form 1096 (page 2) by February 28th.
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EVALUATION OF GIFT PROPERTY

MR. FRED BECKER
Internal Revenue Service, Washington, D. C.

I want to thank you for affording me the opportunity to appear
before you this morning.

Before making any comments that may be directly pertinent to
charitable gifts in the annuity or life-income form, I think it may
be appropriate to backtrack a bit and place this matter in the type of
perspective that seems relevant to us in the Treasury Department.

In numerous ways, as you are all aware, our Government is
strongly committed to the support and encouragement of private chari-
table efforts and private charitable institutions. In the tax law this
commitment is expressed in two different ways. First, charitable organi-
zations (I use the term charitable broadly to encompass all 501 (c)
(3) organizations) are exempt from Federal income tax. Second,
individuals contributing to charitable organizations are permitted to
claim the amount of their contributions as a deduction in computing
their Federal income tax. In this context, the only justification for
such a deduction is that it provides an incentive to individuals to con-
tribute to charity and therefore facilitates the charity's receipt of money
to carry out its worthwhile objectives.

The hard fact of the matter is that a deduction for charitable
contributions is a form of Federal subsidy. It is unquestionably true
that there would be more dollars in the Treasury without the deduction
than there are with it. In this sense the deduction costs all taxpayers
money. To put the matter concretely, when an individual in the 70
percent marginal tax bracket, our highest tax rate on individuals, con-
tributes $1,000 of his income to charity and deducts this amount in
computing his Federal income tax, the cost of the gift to him in terms
of the amount of dollars that he would have had in his pocket after
taxes had he not made the gift is only $300. But for the contribution,
$700 of the gift would have been paid to the Federal Government
in the form of taxes. I say this not to suggest that the charitable con-
tribution deduction is wrong as matter of policy. Indeed, I think the
system can be defended on the grounds that it gets Government
support to philanthropic activities, but keeps Government control out.
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In other words, if a particular individual thinks enough of a specific
form of charitable activity to commit his resources to that activity, the
Government can rely on his commitment as the basis for sharing in
his gift by agreeing to forego a related amount of money that the
individual in question would otherwise have paid in taxes. Thus, the
Government does not attempt to independently assess the merits of
any particular activity, instead it relies upon individual contributors
to determine the activities they believe should be supported and
by their support direct a related amount of Government aid to these
activities,

In view of these basic judgments underlying our system, several
difficult but important policy questions are posed. First, we must
concern ourselves with the efficiency of the contribution deduction
as an incentive for philanthropic activity. In which areas is the incen-
tive operating effectively? In which areas can it be strengthened? In
which areas does it appear not to be operating at all, or only very
ineffectually ?

For example, as I am sure most of you know, a taxpayer who
uses the standard deduction in computing his tax liability is not
entitled to separately deduct his contributions. More than half of our
Federal taxpayers are in this position. For this group the deductibility
of contributions provides not the slightest incentive for charitable
giving. Yet, as you know, these individuals do contribute to charity.
On the other hand many persons, for reasons other than the size of
their charitable contributions, find it advantageous to itemize their
individual deductions. Thus, the size of their non-charitable deductions
entitles them to deduct even nominal or routine contributions which—
judging by the behavior of standard deduction users—would have
been made whether they were deductible or not. Indeed the average
contribution is about three percent of income and this varies very
little up to about $100,000 a year income level. This poses some
very difficult questions for it would seem to indicate that the charitable
contribution deduction, as an incentive, has a good deal of slippage
or wastage. Again, this is not meant as a condemnation but rather as
an observation which should be useful in assessing ways in which the
deduction could be strengthened and improved.

I don’t want to dwell on this subject because I recognize that
the type of substantial gifts that this Conference is concerned with

53




involve situations in which it is undeniably true that tax considera-
tions are an important inducement. In this case we are concerned with
a somewhat different set of questions. Since our tax law seeks to
encourage contributions by defraying a portion of each contributor’s
cost, we must concern ourselves with the relationship between the
amount the charity receives, the cost to the individual and the cost
to the Federal Treasury.

Let me pose this problem more concretely. Were you aware that
under existing law there are cases in which the Government ends up
bearing more than 100 percent of the cost of a charitable contribution ?
One instance in which this occurs is when the rule which allows a
charitable deduction of gifts of appreciated property, equal to the
fair market value of the property, without any recognition of gain
or income on the property to the donor is applied to ordinary income
assets. An individual having property, the income from which would
be taxable to him at ordinary income rates if sold, may well from
a purely selfish motive prefer to give rather than sell. To take an
extreme case—an individual in the 70 percent tax bracket will realize,
after taxes, $300 from the sale of an ordinary income asset which will
produce ordinary income of $1,000. If, on the other hand, he gives
that asset to a charity his tax deduction will net him $700 after taxes
in his bracket, a clear profit of $400 from his “'philanthropic activity.”
This might appear to be an ideal situation in that the recipient has
received an asset worth $1,000. The donor is ahead by $400. The
only loser is the Government. It has, in effect, not only completely
paid for the contribution but given a bonus to the donor in addition.

In view of our progressive rate structure one can accept a tax
system which subsidizes contributions from the highest bracket tax-
payer to the extent of 70 percent of the gift, but yet I think we can
all agree that there is something indefensible about those aspects of
the system which pay a donor for contributing to a charity by giving
him a profit over and above what he otherwise would have received
if he sold a particular asset and kept the proceeds.

To be sure, a system which permits a contributor to receive a
net after-tax profit in his pocket as a result of a contribution is a
very effective incentive, but I hope that I don't have to apologize for
stating that the Treasury Department feels that while; it is entirely
appropriate to provide tax deductions in order to encourage charitable
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giving, and entirely appropriate for a donor to take tax considerations
into account in making the gift, a donor should be motived in making
a contribution primarily by charitable impulses. We should not have
the peculiar situation where 100 percent financial considerations rather
than the slightest charitable consideration underlies a gift.

In starting my discussion on a somewhat broad plane T have
tried to raise some questions which I hope will give you a basis for
assessing the Treasury Department’s views on the charitable contribu-
tion deduction. The specific type of gifts that this Conference is
concerned with are really only one aspect of a very broadly based
system of Federal support and encouragement to private philanthropy
and I feel that it is appropriate to view the problems it raises in
this over-all context. In the few minutes remaining I would like
to translate the somewhat broader policy implications into considera-
tions directly relevant to the type of charitable gifts that this confer-
ence is concerned with, with special emphasis on the valuation ques-
tions involved.

In general, both gifts in the annuity form and gifts in the
life-income form can be thought of as split-interest gifts. That is,
only a portion of the gross amount involved is being donated to a
charity. In the life-income case a portion is regarded as being retained
by the donor, namely the income from the gross amount of the
property for his lifetime. The annuity case is really a part-gift, part-sale
since the donor is in part purchasing an annuity contract similar to
that which is commercially available and at the same time making a
charitable gift.

In both cases the donor wishes to claim his charitable deduction
in the year that the transaction is entered into. This requires us—
first, to value the gross amount transferred and second, to value
which portion of the gross amount that is physically transferred to
the charity is in fact the gift element.

As to the first question I am afraid that I can offer no pat
solution. The principle is clear. If a contribution is made in property
other than money, the amount of the deduction is determined by the
fair market value of the property at the time of the contribution.
The fair market value is the price at which the property would change
hands between a willing buyer and a willing seller, neither being under
any compulsion to buy or sell and both having reasonable knowledge
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of relevant facts. But when a donor purchases his annuity or funds
a life-income plan with real estate or non-marketable securities we
inevitably have the seeds of a potential dispute, for individual judg-
ments will certainly vary.

Once the gross value of the transferred property is determined,
we must then determine the value of that portion of the gross amount
that constitutes the charitable contribution. This must be done because
one of the major purposes of the donor in making a split-interest
gift during his lifetime, rather than a testamentary gift, is to get a pres-
ent contribution deduction. In the annuity case which calls for a fixed
return we have the experience of commercial annuities to look to
in order to determine the fair market value of the donor’s purchased
interest and the charity’s interest. On the other hand, the life-income
case raises far more difficult policy problems. Mechanically I can
tell you quite simply how a life-income contract is valued. We first
determine the individual's life expectancy in order to estimate the
point in time at which the charity will be entitled to the fund, and
then apply a 314 percent discount rate to determine the present value
of the charitable interest. However, this mechanical test is based on
two interrelated assumptions. First, it is assumed that it is appropriate
to use 315 percent as the discount factor in determining the present
fair market value of the fund that will pass to the charity in the
future. Second, there is implicit the far more questionable assumption
that the property will earn 314 percent return over the donor’s lifetime.
This latter assumption is implicit because our problem is to divide
a single sum—the transferred property—into two parts—the charity’s
interest and the donor’s interest. The value of the whole should not
exceed the sum of these parts. However, we all know that depending
on the type of investments involved it is possible to administer a
fund that will yield either more or less than that 314 percent return.

Since one of our prime considerations is in insuring that there
is an appropriate relationship between the amount going to the
charity, the cost of the gift to the donor, and the cost of the gift
to the Treasury, this second assumption can cause a substantial amount
of conceptual difficulty.

I think I can best illustrate my case by posing a situation which
is the converse of the one you generally deal with. Suppose an in-
dividual transfers property to a trust to pay the income to the charity
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for his life and the remainder to his wife or children. He is permitted
a charitable deduction for the charity’s income interest. The present
value of that interest is predicated on the assumption that the trust
will pay 31/ percent a year to the charity and the present fair market
value of this pay-out is determined by discounting these annual
amounts at 315 percent. On the surface this seems straightforward
enough. However, in the hands of some of our more manipulation-
minded donors there is a great potential for somewhat unsavory tax
planning. Many growth securities yield considerably less than a 315
percent income return. By retaining some control over the trust, or by
transferring certain types of property to the trust and stipulating
that this property be retained, the donor is in a position to insure
that the charity will receive considerably less than the 315 percent
return that was used in calculating his deduction.

The same result is possible in the case where the donor retains a
life income interest. The property may be invested in a manner that
will yield considerably more than a 315 percent return to the donor.
Moreover, the donor may not care that the highest current return
may be secured by an investment policy that involves a considerable
risk to the security of the remainder which is earmarked for charity.

I think we can recognize that outright manipulation of this sort
is far less likely when we are dealing with broadly based life-income
plans involving a common fund being invested for the benefit of
numerous donors. However, it should also be recognized that the
trustees of a common fund have an obligation to secure an ample
return on the fund. When the trustees, following their obligation,
pursue an investment policy that yields more than 315 percent return,
we have a situation where the present value of the donor’s interest
added to the present value of the charity's interest exceeds the total
amount contributed.

The important point is that since our tax system secks to encourage
charitable gifts by defraying a portion of the cost of each gift, we
must constantly examine specific types of gifts to insure that there is
an appropriate balance between the amount received by the charity
and the cost of the gift to the donor and the cost to the Federal
Government. Since the basic purpose of the contribution deduction
is to encourage gifts for philanthropic purposes, and since the most
desirable form of gift would seem to be one that can be immediately
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devoted to philanthropic purposes, one may wonder whether there

should not be a greater inducement for outright gifts than deferred
gifts. However, when we are confronted with situations that appear
to permit donors to extract financial benefits from a deferred gift that
substantially exceeds the benefits that would result from an outright
gift of like amount, we are inevitably confronted with the feeling
that this system may be getting out of balance. Now I realize that
in using a term like balance, 1 am invoking questions of degree as
to which judgments may vary. It is for this reason that I really can-
not propose solutions to some of the problems I have raised. How-
ever, I hope that by discussing this question in these rather broad
terms I have given you some insight into the type of considerations
that trouble the Treasury Department.
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STATE REGULATION OF GIFT ANNUITIES

MR. JAMES A. COUSINS, C.P.A.
The Society for the Propagation of the Faith,
Pace College

In 1962 in preparation for my talk at the Eleventh Conference,
I sent a letter to the Insurance Commissioners of all states. Early this
summer I sent a similar letter to all Insurance Commissioners and I
find that the overall picture has changed considerably. In 1962 there
were three states that had specific laws concerning the issuance of gift
annuities—fifteen states were contemplating amending or issuing new
laws. On the basis of the letters that I received, I find that there are
over fifteen states at the present time that have some sort of regulation
or law concerning the issuance of gift annuities and the possible super-
vision by the Superintendent of Insurance. As in the past, some of
the Commissioners informed me that they were not familiar with
gift annuities.

Quotations from Insurance Commissioners, State Insurance Laws
and Opinions of State Attorney Generals are printed beginning on
page 61. 1 will refer to some of these quotations in the talk but
most of it I will leave to your own reading. I would prefer to spend
the little time that I have on the real importance of "State Regulation
of Gift Annuities.” The question is, is “State Regulation of Gift
Annuities” good or is it bad?

From my own experience, under the New York State Law
since 1940, and also the State of California Law, for the most part
the Regulations have a good effect. They standardize rates, issuing
procedures and administration. There is a certain element of nuisance
in the preparation of the Annual Report and also being subject to
periodical physical examinations as we have in New York State.
On the other side, State Regulation cannot only be bad but extremely
harmful if the law is drawn by people who do not know what gift
annuities are. For instance, in the State of North Dakota, the Insurance
Department informed me that although they are discussing the regu-
lation of gift annuities, nothing, however, has gone past the discussion
stage. And yet in the same State, the Deputy Insurance Commissioner
informed the American Bible Society that the North Dakota Securities
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Act establishes annuities as securities, and even though religious, edu-
cational, benevolence, fraternal and charitable organizations may have
secured an exemption, nevertheless, their-annuities can only be sold
through registered dealers and salesmen licensed in the State. What
can be done about this?

It is most important that each and every one of the organizations
present should request his attorney or someone who has contact with
the local Legislature to be constantly on the lookout for new Bills
or Amendments that would subject your organizations to State regu-
lation. If such a Bill is discovered you should make it a point to
have competent representatives, that is your attorney, plus an officer
of the corporation, attend the Hearing and make sure that the Bill
or the Amendment of a present law is worded in such a way that
it will be helpful and not harmful.

Another example is the State of Illinois, which I understand
is now considering regulation of the issuance of annuities. They
wrote to me, “We do not know the term gift annuities and do not
find that term in any legal or English dictionary available in any
of our libraries in our City of Springfield, Illinois. Our dictionaries
define a gift as something for nothing, a transfer of property from a
donor to a donee without anything being transferred or expected or
promised in return. Our dictionaries define annuity as an investment
to purchase a return, annual or more frequent payments to the donor.
(Compare Random House Dictionary 1966.) If you know of any docu-
ment which put together these two opposite legal ideas, please send
us a copy for our examination.”

Several of the Commissioners have asked in the letters that they
wrote to me that the Conference, through its Committee, keep them
informed of the wishes of the Conference. For example, Oregon has
a full page of suggestions. Quoting just one paragraph, Paragraph B,
they suggested that the “"Committee on Gift Annuities make legislative
activity a regular function. The purpose could be to obtain some
degree of uniformity in state laws on gift annuities and to obtain
more liberal eligibility on the requirements of States having restric-
tions such as Oregon. Also this would be a means of the states
keeping their laws on this subject up to date and in such matters
as reserve standards and maximum rates.”

A few of the Commissioners admitted that they were not satis-
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fied with their present law but said it was up to the various organi-
zations to bring pressure to bear on the legislative bodies to have these
laws amended. They are not happy in some cases in having to
enforce the laws as written, so in summarizing my recommendation,
please, each organization be active in helping to prevent improperly
drawn Bills becoming laws. It will not only help you as an individual
organization, it will help all of us.

If you have any questions concerning the quotations that 1
have given you from the letters that I have received, 1 will be only
too happy to talk to you after any of the sessions and if you wish
to write to me for further information, I will try and obtain it.
However, may I point out that where you wish information concern-
ing the laws of your own state, your local attorney is in a much
better position to obtain this information for you. However, the
Committee as a whole, and myself as part of it, are willing to help
in any way that we can.

Following, arranged in alphabetical order by State, are quotations
from State Insurance Commissioners, from State Insurance Laws, and
from opinions of State Attorney Generals:

CALIFORNIA
“At the end of 1966 there were 97 grants and annuities societies operating under
certificates of authority issued by this Department. The Department does not
have any suggestions or recommendations that it would like to present to the
Committee at this time.”

CONNECTICUT

“There are no societies operating under a permit issued by this Department other
than actual insurance companies licensed here in this State. In other words,
the selling or soliciting annuities is insurance and anyone or any organization or
incorporation engaged in the insurance business should be licensed by this
Department.”

DELAWARE
Quotation from a copy of an Attorney General's opinion to the Commissioner of
Insurance in 1963.
“The powers of insurance commissioners are purely regulatory and not legis-
lative, and are confined to those expressly conferred by statutes, except as to
such as are absolutely necessary to carry out the powers expressly granted. Those
statutes conferring authority to regulate the insurance business are strictly
construed, and the limited powers delegated to an insurance commissioner by
statue cannot be translated into arbitrary powers to act accordingly.
Therefore, since annuities are not insurance per se, since the gift annuity con-
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tracts in question are definitely not insurance (there being no element of risk
involved, no indemnity features), and since there is no statutory direction or
authorization in our law that directs or requires you to regulate the proposed
business, and since your powers are limited by the statutes of this State and
must be strictly construed, I am forced to conclude that you cannot issue the |
regulation proposed by Mr. Sullivan on behalf of the Country House, and you |
cannot presume to regulate the annuity business they propose to enter into.”

FLORIDA M

Quotation taken from a letter by Attorney General to Insurance Commissioner,
November 19, 1965.

“In view of the above authorities, it is my opinion that religious, educational or
charitable organizations issuing contracts under which a specified annual pay-
ment for a period of time measured by the life of one of the parties to the
contract is paid either to the donor of a present gift of cash or negotiable
securities, or to a designated beneficiary, engage in the insurance business and
are subject to the applicable provisions of the Florida Insurance Laws.”

HAWAII

“In answer to your letter of May 24, 1967, our Hawaii Insurance Law does not
permit the issuance of “Gift Annuities” other than by licensed insurance
companies. Hawaii has not enacted special legislation in this area.”

)
ILLINOIS ¢)
“We have read your letter dated May 24, 1967 by which you inquire whether
a gift annuity is insurance and under control of this Department.

We do not know the term gift annuity and do not find that term in any legal
or English dictionary available in any of the Libraries in our City of Spring-
field, Illinois.

Our dictionaries define a gifr as something for nothing—a transfer of property
from a donor to a donee without anything being transferred or expected or
promised as return. :

Our dictionaries define annuity as an investment to purchase as return, annual
or more frequent payments to the donor. (Compare Random House Diction-
ary 1966)

If you know of any document which puts together these two opposite legal
ideas, please send us a copy for our examination.”

MARYLAND
Taken from Chapter 615 of the Acts of 1965.
“(a) Commissioner may issue special permits authorizing such agreements. The
Commissioner, upon application and in his discretion, may issue a special
permit to make annuity agreements with donors to any educational or religious
organization not conducted for profit and engaged solely in bona fide educational
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or religious activities which shall have been in active operation in this State
for at least ten years prior thereto and which shall have been granted exemption
from federal income taxation under the provisions of Section 501 of the Federal
Internal Revenue Code of 1954; provided, however, that such special permit
shall be in effect only so long as such educational or religious organization
shall be exempt from Federal taxation under the provisions of Section 501 of
the Federal Internal Revenue Code of 1954. Such permit shall authorize such
educational or religious organization to receive gifts of money or other property
conditioned upon, or in consideration of, its agreement to pay an annuity to
the donor or his nominee, and to make and carry out such annuity agreement.
(¢) Permit required; revocation or suspension of permit. No such educational
or religious organization shall make or issue in this State any annuity agree-
ment unless or until it has obtained from the Commissioner a permit issued
in accordance with the provisions of this section. If the Commissioner finds,
after notice and hearing, that any such organization having such a special permit
has failed to comply with the requirements of this section or is not exempt from
federal income taxation under the provisions of Section 501 of the Federal
Internal Revenue Code of 1954, he may revoke or suspend such permit or
he may order such organization to cease making any new annuity contracts until
such requirements have been satisfied. In case of such revocation or suspen-
sion, outstanding annuity contracts shall remain in full force and effect. The
action of the Commissioner in revoking or suspending any such permit or in
making any such order shall be subject to judicial review as provided in
this article.”
MASSACHUSETTS

“Section 118 of Chapter 175 of the General Laws prescribes that a corporation
incorporated for any religious purpose shall not be deemed a life company,
and accordingly, such an organization may issue life policies or annuities and
not be subject to any regulations by this Department.”

MINNESOTA

"At the present time, there is no intention on the part of the Insurance Division
to regulate the writers of gift annuities. There is an awareness that at least
two other states do regulate the writing of gift annuities, both California and
New York."”

MISSISSIPPI

“ Acknowledgment is made of your letter dated May 24, 1967 on the subject
of Socicties writing Gift Annuities within the State of Mississippi. To the
writer's knowledge, there are no such Societies holding privilege license issued
by this department for the exclusive purpose of writing annuities. However,
many of our licensed insurance companies do write an annuity program.

Further, the State of Mississippi has not, as yet, approved or authorized the
writing of Variable Annuities within this jurisdiction in view of the fact that
our existing statutes require all such contracts to have and provide ‘fixed’

benefits.”
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NEW JERSEY

“The section of our Insurance Laws prohibiting the transaction of the business
of insurance of any kind unless authorized, NJSA 17:17-12, contains the follow-
ing provision:

"This section shall not prohibit the granting of annuities by corporations or
associations organized without capital stock or not for profit whose funds are
derived principally from gifts or bequests and which are used for eleemosynary
or charitable purposes, . . . .

OREGON
"The following suggestions come to mind as fruitful areas for the Committee
on Gift Annuities:

(a) Acquaint members with the provisions of the various state laws, so they
will not operate illegally even though inadvertently in any state, such as
appears to have been the case in Oregon.
Make legislative activity a regular function. The purpose could be to
obtain some degree of uniformity in state laws on gift annuities, and to
obtain more liberal eligibility requirements in states having restrictions such
as Oregon's. Also, this would be a means of the states’ keeping their laws
on this subject up to date in such matters as reserve standards and maxi-
mum  rates.
(c) Make the services of the Committee known and available to the insurance
departments and perhaps the income tax departments of the states. We
have been hungry for information, and have made repeated requests re-
garding the Committee to the representatives of member institutions who
have called on us, without results. In our opinion, if religious, educational
and charitable organizations are going to be privileged to issue annuities
under some type of exemption from the general insurance laws, they must
have a strong ‘trade organization’ to help police the field, to secure
and maintain the appropriate legislation, and to work closely with the
insurance departments of the states to obtain the proper regulation of gift
annuities.

As one possible and important phase of the foregoing, assist in the de-

velopment of uniform, adequate financial reports to the states and in the

education of the issuing institutions in the correct procedures for com-
pleting such reports.

(e) Freely make available to state insurance departments the manual to which
reference is made in Mr. Baas' letter of May 2 as being ‘available to
sponsoring organizations of the Conference only." We appreciate the finan-
cial interest the Committee has in preserving the exclusive advantages for
members. But the individual states need the benefit, in some form or other,
of detailed information about the activity being exempted from the regular
insurance laws, if they are to feel such continued exemption is proper and
consistent with the best interests of the general public,

(4) None has been authorized to issue variable annuities, as we normally
understand the term.”

(b

—

(d

—
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SOUTH CAROLINA

“This is with reference to your letter of May 24 concerning gift annuities. The
Department has never issued licenses to religious, educational or charitable
corporations authorizing activities in connection with gift annuitics. Neverthe-
less the Attorney General is authorized to make investigations into the activities
of non-profit corporations (Section 12-745 of the South Carolina Code).

Senate Bill 268, a copy of which is attached, was passed this year. If you write
us in several months, we may be in a position to give you some information
concerning this matter as a result of the 1967 legislation.

AMENDED
April 18, 1967
Calendar No. S. 268

Introduced by SENATORS HESTER and WADDELL
8. Printer's No. 174-8S. Read the first time March 15, 1967

A BILL
To provide for Certain Charitable, Religious, Benevolent and Educational Cor-
porations to be Authorized to Receive Transfer of Property Conditioned
Upon Their Agreement to Pay an Annuity Without being Subject to the
Insurance Laws of this State.

Be it enacted by the General Assembly of the State of South Carolina:

Section 1. Any charitable, religious, benevolent or educational corporation,
not operating for pecuniary gain and in active operation for at least five years,
may receive transfers of property conditioned upon its agreement to pay an
annuity to the transferor or his nominee without being subject to the insurance
laws of this State. No corporation operating for pecuniary profit, including
nursing homes or any other type of business, shall be permitted to issue
charitable or gift annuities without the approval of the Chief Insurance Com-
missioner.

Section 2. This act shall take effect upon approval by the Governor."

RHODE ISLAND

“There is no provision in the Insurance Laws of this State that would permit
the issuance of variable annuities by colleges, religious, charitable or educa-
tional organizations. Under the laws of this State, only life insurance companies
may issue fixed or variable annuities. Accordingly, the four questions are not
applicable to the subject in Rhode Island.”

NORTH DAKOTA
Department of Insurance
“This letter is in reference to your inquiry concerning state regulation of gift
annuity funds.
This department does not maintain statistics in this area and thus can furnish
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you with no valid information. There are no present plans for definite regula-
tions in this area because of the small demand for such in the past, but there
has been some discussion of the matter between our department and several
companies dealing in annuities. Nothing however has as yet gone past the
discussion stage.

Yours very truly,

K. 0. NYGAARD
Commissioner of Insurance

Gust P. Economon
Administrative Supervisor

Letter to American Bible Society

We have reviewed the enclosures of the letter from your secretary of
May 19, 1967, and addressed to this office.

The North Dakota Securities Act exempts the registration of annuities from
the Act if they are contracts of an insurance company subject to supervision
by another agency of this state. It does not appear that your society is subject
to the supervision of any other agency in this state.

If your society is organized and operated exclusively for religious, educa-
tional, benevolent, fraternal, charitable, social or reformatory purposes and not
for pecuniary profit its securities (annuities) may be exempt from the regis-
tration requirements of our Act. However, even if the annuities are so exempt,
they may be sold only through registered dealers and licensed salesmen.

If your society wishes to submit evidence that they qualify for the religious
or charitable exemption, it may do so. The society may apply for a securities
dealership in the society’s name and qualify those who offer the annuities as
<alesmen for the dealership. We will also require the officers that deal with
annuities to take our securities examination as evidence of their knowledge of
the securities business before issuing a dealership to the Society.

If the society chooses to become registered as required we will furnish
all necessary forms. We trust that the society has ceased to offer its annuities
to North Dakota residents and will refrain from doing so until they are
properly licensed.

K. C. Nygaard Donald R. Holloway
Insurance Commissioner Deputy Securities Commissioner
Donald Stocking and Legal Counsel”
Regional Administrator
SEC

TEXAS

“In response to your second question, we advise that 548 legal reserve com-
panies are licensed in this state. We do not know how many of these are
actively writing annuities, but any of them would be authorized to do so. The
total assets of these companies and the annuities in force could be determined
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only by review of the annual statements. We regret that we do not have per-
sonnel to compile this information.

The institutions to which we have referred are commercial insurance com-
panies. An organization known as College Retirement Equities Fund has been
active in issuing variable annuities in this state. The last se:
lature has now authorized all insurance companies, upon meeting requirements
prescribed by administrative regulations, to sell variable annuities.”

n of the Legis-

VERMONT
“We have no regulations or experience with gift annuities here at the State
of Vermont, at least to my knowledge.

At least on one occasion, since I have been Commissioner, we have discouraged
what I might term a "Bible College” from issuing something described as a
“Gift Annuity”. We are not enamored of non-insured annuities and would
expect to argue, if anyone tried issuing them, that such an organization was
doing the business of insurance without a license.”

NORTH CAROLINA
"At the end of 1966 we had no active societies operating under a permit issued
by this Department in connection with Gift Annuities.
The Insurance Laws of North Carolina do not permit the writing of variable
annuities in this State.”
WISCONSIN

“Chapter 199, Wisconsin Statutes, relating to donor annuities, permits
corporations engaged in bona fde charitable, religious, missionary, educations
or philanthropic activities to receive gifts of money conditioned upon an agree-
ment to pay an annuity to the donor. Reserves must be established at least
equal to those required for annuities issued by life insurance companies in
Wisconsin. However, section 199.04 exempts such donor annuity associations
from all other statutes applicable to insurance companies, so that the commis-
sioner of insurance has no authority for the operation of these associations
nor does he have authority to examine them or require that they make financial
filings with him. Therefore, we have no information in this office on which
to base answers to any of the questions presented in your letter of May 24.”
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INVESTMENT PRACTICES

DR. WM. KINCAID NEWMAN

Executive Vice President, The Pension Boards
United Church of Christ

There is one sure rule with regard to experts in investments.
That is, the more they know, the more careful they are in committing
themselves. Therefore, if 1 were an expert I would accept the gracious
introduction and sit down thus placing myself at the head of the list.
However, since my knowledge is very limited, I am the more ready
to share what I have with you.

A "gift annuity” is created when a donor gives a sum of money
or securities or other property to a charitable, educational or religious
organization in return for the agreement by that organization to pay
him an annuity in a fixed sum for the balance of his life. The annuity
to be paid is so calculated that if the organization earns the assumed
rate of return and the donor lives the number of years forecast by
the organization's actuarial counsel, about half the gift will remain
for the benefit of the organization. When the gift is received, the
organization sets up a reserve to assure its ability to pay the annuity.
The amount of the reserve may be the entire sum given or it may
be the actuarial value of the annuity plus 10% or whatever additional
amount is needed to satisfy legal and prudential requirements.

The worth of the transaction depends upon the success or failure
of the investment of this reserve. If the return is inadequate to pay
the annuity, the charity must use its other funds for this purpose thus
reducing its charitable activity, or the donor will have been shabbily
rewarded for his generosity. If the charity has no residue or a very
small residue, it has gone to a great deal of trouble for no purpose.

There is one sure rule in investment matters. The same rule
applies in almost all human affairs. Before you determine your invest-
ment policy, decide where you are trying to go. This is not an area
where you can mount a horse and ride off rapidly in all directions.
You need to think out very carefully what you are trying to do with
your investment and why, before you start investing. Some persons
are interested entirely in income and invest in those securities which
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produce the most cash income. Others are mainly interested in growth
and invest in securities which give less income, but which hopefully
will sell at a much higher price in a few years. Others are interested
in neither income nor growth but safety, and take the maximum pre-
cautions for safety ignoring other factors.

If you are investing an endowment, or if you have a very large
amount of money to invest, you usually consider all three factors and
arrive at a proper balance. When investing gift annuity money, the
primary object is to fulfill your contract with the donor and to have
the maximum amount left over when the donor dies for the religious
or charitable purpose for which the gift is given. Your primary objec-
tives are not growth, but safety and the maximum return con-
sistent therewith.

As a matter of fact, the laws governing gift annuities in New
York, and some other states, prescribe such a policy for you. The law
of New York, for example, provides that investment must be in
specified types of securities such as obligations of the United States,
or guaranteed by it; obligations of state governments not in default:
corporate bonds which meet certain tests; and mortgages and pre-
ferred stock as described in the statute. Common stock may be held
in an aggregate amount not to exceed 5% of the assets, or one-half
the unassigned surplus, whichever is less. It also must meet certain
standards. There are no legal restrictions regarding surplus funds in
excess of the minimum required by law. Therefore, if you are oper-
ating in New York State you must follow this rule. If you are not
operating in New York, you may be bound by the rule of some other
state, or you may be in a state which has no rule at all. In the latter
situation, it is wise to follow a sufficiently conservative policy to
come within the New York law in case you desire to qualify at
some future time to scll gift annuities in New York or other regulated
states. Remember that you may be called upon to qualify at a time
when it might prove inconvenient or embarrassing to do so because
of the state of the market.

Some investment men feel that the severe limitation as to common
stock is unfortunate. We have seen that the low coupon bonds of
excellent corporations can, during a period of high interest rates, sink
very low. While they will return to par at maturity, many investors
would like to have some common stocks with good growth to offset
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them in the meantime. Fortunately, in most instances the need for
liquidity in the typical gift annuity reserve portfolio is not so great
as to cause a problem.

Entirely apart from the law, a charitable or religious organization
should hold itself to the highest standard possible of integrity and dis-
cretion. Your clientele, the donors of the gift annuities, are often
people for whom you have a special responsibility. These are not
sophisticated investors where the rule of “caveat emptor” applies.
These are often elderly people, and people with very little investment
experience. They may not be able to take chances or undergo risks in
investing their money. They have to shepherd it carefully in their
declining years. If you induce them, as a part of their preparation for
those years, to enter into a gift annuity contract with you, you are
particularly responsible to see that they do not suffer in any way
through your lack of foresight.

We should recognize also that this is a rather special situation
for all of us. It is an unusual type of contract. If one charitable or
religious or educational organization fails to exercise the proper stand-
ard and donors suffer losses in consequence, the whole group is hurt.
This is one reason that we have the Gift Annuity Conference. We
come together to pool our experience and test it by the experience
of others, to be certain that we are operating in the most prudent
possible manner.

In investing gift annuity reserves, you should follow the principle
of the “single eye.” Invest with one purpose and only one purpose
in mind, namely your ability to fulfill the contract with the donor and
that you choose your investments for the way in which they fit this
purpose. Most of us have been tempted to violate this principle by
our friends. I do not mean by our personal friends, for I think we
have passed the stage of being tempted to make loans to our in-laws,
but by our friends who have a common interest in the work for
which our particular religious or charitable body is chartered. For
example, if your Fund is related to a religious body, some local con-
gregations would like to borrow from you to erect a new building.
Hospitals or colleges will wish to put up additions. There is nothing
wrong with the purposes of these would-be borrowers, but you must
be ready to say a flat and firm "no” to them. You are not able to
judge objectively their ability to repay the loan. There is danger that
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your desire to help them will overcome your good judgment of their
financial stability.

In making any loan, you must look carefully at the ability of the
borrower to repay and at the collection methods available to you.
If you are making a loan secured by a mortgage, consider what you
would do if forced to foreclose. Many of you remember the plight
of financial institutions which had to foreclose mortgages on religious
and charitable organizations during the Depression. I was once charged
with enforcing a mortgage securing a loan which my denomination
had made to one of its colleges. The purpose had been laudable—to
build a college chapel. We had been given as security a mortgage on
the entire campus of the college. In the middle of the Depression, the
college had to close its doors, owing debts to everyone for miles around.
We foreclosed our mortgage on the campus. Half the buildings were
falling apart and of no value to anyone. It was some time before
we could find anyone to bid on the property. When we sold it, we
took a substantial loss. A loan to a congregation of your own religious
denomination may put you in a similar situation. Not only may the
property be doubtful security for your loan, but you might be subjected
to all sorts of political pressures to compromise the debt and to avoid
foreclosure. If you act hardboiled, there may be a terrible uproar in
the next Synod or Annual Conference.

Even when the prospective denominational borrower is solvent
and you are reasonably certain to receive your principal and interest,
you may be asked to make the loan at a lower interest rate than you
could get through regular channels. Even a fraction of a percent
of interest means a great deal to you in the long run. The higher
return you can get on the money during the period of the investment,
the more profit you will make on your gift annuity and the more
money you will have for the ongoing purpose of your organization.

Having determined the objectives in your gift annuity investment
program, the next question is who is to do the investing? There are
many answers. What is best for one organization may not be best
for another. If, for example, you are a comparatively small organiza-
tion with little capital and you do not have many gift annuity con-
tracts, you are probably better off to reinsure the annuities with com-
mercial insurance companies. You then avoid the problems of setting
up the necessary machinery for efficient operation and the adminis-
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trative problems connected with the gift annuity. The company does
the work of making actuarial assumptions and investing and paying
out the money. You have the balance over and above the actual cost
of the annuity for immediate expenditure.

If you have a somewhat larger number of annuities, you may
wish to work out an arrangement for a trust company to handle the
investing. Many trust companies perform a valuable service in this
way. Possibly the trust company is already handling the investing of
your endowment and can take on this extra responsibility with little
or no effort.

Some trust companies maintain commingled funds of various
types, some of which are restricted to the type of investment approved
by the state regulatory bodies. By investing in these funds, a small
fund can get the advantage of diversification and the economies of
management which pertain to a large fund.

If you have substantial invested funds and many gift annuity
agreements, you may decide to do the investing yourselves, employing
competent people to manage your portfolio, and securing a strong
group of laymen in the banking field as your advisors. Many bodies
represented here do their own investing, especially those with a con-
stituency in the metropolitan areas who can draw upon competent
talent to serve on committees.

For small organizations, especially those located away from the
banking centers of the country, handling their own investments in-
volves a greater problem. Banking facilities may be limited. It may
be difficult to gather a good investment committee. There is always
the risk that because fewer men are available from whom to pick,
one or two men may dominate the group. Your investment policy
will rise and fall on the basis of their prejudices or judgment.”If one
of them becomes ill or moves to another part of the country, you
may be in trouble.

The financial position of your organization may dictate increased
conservatism in handling gift annuities. The budgets of some organi-
zations are balanced very precariously. Some are even in debt. Every
organization faces times when it has to take risks. If, perchance, you
have taken all of the risks you can afford to take, you need to be
especially cautious to invest gift annuity reserves so that they cannot
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be touched by creditors and that your contract with your annuity gift
donors will not be jeopardized by any financial problems of your insti-
tution. In the early days of gift annuities there were a few organiza-
tions which spent the entire amount of the gift immediately and
relied on future revenue to pay the gift annuitants. Such an arrange-
ment, of course, is illegal in New York and is certainly imprudent
and risky in any state, whether it is legal or not.

A concluding consideration is measurement. Measurement is the
“in" word today. Investors are very conscious of it. While most
investors have measured the results, measurement is becoming increas-
ingly sophisticated. It is not easy. It is possible for two funds, each
amounting to a million dollars to be equally well invested and still
to be producing quite different returns because money went into the
funds at times when prevailing interest rates were greater or less.
Today’s interest rates are high, so that a fund set up in 1967 might
have a much higher return on its money than one set up a number
of years ago. Some funds have a high rate of return because they
are well invested. Others have a high rate of return because they are
speculatively invested and the return has been purchased by taking
too great a risk.

What measurements should you make? First you should keep
some simple charts of the total amount in your gift annuity reserve,
both by book value and by market value, charting the percentage
earned each year both on book and on market, along with the annual
increase or decrease in market value. This may then be studied by
your investment advisors and compared with returns in comparable
situations. There are more elaborate systems of checking and some
of the banks have done a very interesting job in developing methods
of measuring performance. Their formulas are complicated but their
computors are efficient.

Pension fund investors have been studying a book entitled "Pen-
sion Funds: Measuring Investment Performance,” by Peter O. Dietz,
published by the Free Press, a division of MacMillan. It should be
stimulating to those investing gift annuity reserves also.

To summarize, these are the principles to keep in mind:

1. Decide what the objectives of your investment policy are
to be, bearing in mind your very special relationship with
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people who are donating the gift annuity and placing a
high degree of trust in you,

Pursue your investment goals with a single eye, not being
diverted to other purposes, no matter how laudable.

Decide who is to do the investing, having in mind the
problems of your own organization, its opportunities for
good investment management as well as factors which
might render good management difficult.

Measure your results periodically to be sure that you are
coming as close as possible to achieving your goal,




TERMINOLOGY

DR. ASHTON A. ALMAND
Treasurer, World Division of the Board of
Missions o f The Methodist Church

Our English language provides us with words which are the
vehicles we use to convey ideas, facts and fiction from the mind
of one to the mind of another. These words, like all vehicles, can be
used or misused and may operate for good or evil. One of the well-
known characteristics of our language is that the same words can
mean so many different things. I heard a story a while back which
I think illustrates this. A young man had a job on which he was
paid weekly. He also had a girl friend in the village who he loved
very much and who loved more than anything else beautiful, fresh
flowers. On a Wednesday evening as he was going to see his girl
friend he stopped by the florist to get a dozen red roses. He wanted
them to be very fresh and wanted to impress the girl with their fresh-
ness so he asked the florist to sprinkle a little water on the flowers.
The florist gave him the bouquet but he lacked $2 for enough to
pay and promised to pay the florist on Saturday. When he reached
the home of his girl friend she met him at the door and saw the
flowers and said how beautiful they were and how fresh. As she
pressed her face on one and felt the dampness she said, "I see there
is still a little dew on them” to which he replied, “Yes but I am
going to pay it on Saturday night.” In a similar way, for instance,
the words conversion and redemption would be equally at home in a
discussion by theologians or security brokers, but the meaning conveyed
would be totally different. The word bowl may suggest to the busy
housewife a crockery dish, while at the same time suggesting a game
for recreation to a large segment of our population. Many of our
words, while conveying a similar meaning to all hearers, are depend-
ent on other words to establish their relative values. For instance, an
advertisement says an item is cheap—cheap compared to what? Ad-
jectives are our handiest tools for describing our products, but often
our enthusiasm may result in our superlatives overshadowing our facts.
For the purpose of this presentation I am using the word “product”
to describe our deferred giving programs.
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Advertising copy and materials have in some instances been so
successful in conveying exaggerated pictures that our Federal Govern-
ment has even considered the necessity for a truth in advertising law.

We who represent the educational, charitable and benevolent
agencies must remember we are aiming our promotional material at a
diversely oriented readership. We, of all people, are under a moral
as well as legal mandate to express our messages in words which as
adequately as possible describe our product while leaving a minimum
of possibility for misinterpretation. Those of us who operate under
the watchful eye of the New York State Insurance Commission are
less likely to go astray than those who do not have the benefit of
this constant surveilance. Seriously, we are indebted to this and other
regulatory agencies for their fair and competent assistance in reviewing
our total program. Confidence is developed in our prospect not only
by our product, but by the manner in which we describe and present
this product.

It is assumed we who are here are all interested in the field of
deferred giving in some way. Terminology has been the source of
more misunderstandings in this field than any one of us can imagine
so let's look at some of these words we so frequently employ. The
best known form of this deferred giving is variously referred to as
“Annuity Bonds;” “Gift Contracts;” "High Income Contracts:" and
even "Insurance Plans” but only when it is described as a "Gift
Annuity Agreement” is it properly titled. The Certificate of Authority
issued by the New York State Insurance Commission authorizing cor-
porations to receive gifts in exchange for its Annuity Agreements,
suggests to us the term which most aptly and accurately describes the
document—"Gift Annuity Agreement.” The use of other terms,
though possibly acceptable where no regulatory body has ruled other-
wise, may have grossly misleading connotations which can ultimately
result in serious repercussions for the issuing agency. Other types
of deferred giving documents may be defined as "Life Income Agree-
ments;” “Living Trust Agreements;” “Special Agreements,” etc., de-
pending largely on the nature and terms of the agreement itself.

In securing some data for this discussion I reviewed some adver-
tisements appearing in a number of publications over the past several
years and would lift some of these out for you now. Bear in mind
we are under mandate to present the facts of our program with
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accuracy and with the least possible opportunity for misinterpretation.
One ad reads "High Returns from your Investment;” another promised
"Generous Income;” still another “"Get more Income for Life.” These
were all terms which had at least some element of truth and accuracy,
but were filled with possibilities for misleading the reader. The offer
of "High Return” would be quite accurate for the prospective annui-
tant of 80 years of age who would get a return of 7.6% but the
one just turned 50 would receive only 4.2%.

Likewise, the term “generous™ is a relative term as was the “get
more.” The question is “More than what?" and until the “what"”
is spelled out, the whole story is not told. The phrase “Guaranteed
Income for Life” describes the long-range security which most people
desire without confusing the quantity feature. This is an accurate
description and perhaps the most important benefit of the Gift Annuity
Program.

Not all our opportunities for accurate expression come to us in the
advertising media. They frequently show up in our correspondence
with donors, prospective annuitants, other institutions, etc. Recently a
letter of inquiry came to me asking what our “interest” rate was on
Annuity contracts. We are aware that Section 45 of the New York
Insurance Law authorizes the issuance of gift annuity “Agreement”
and makes no use of the word contract. This clearly indicates their
preference of terms. So in the first place, I replied, it is not a
"contract” but an “agreement” and the semiannual check we send
is not “interest’” but a rate of return predicated on the annuitant’s
age, single or multiple life agreement, etc. Another letter suggested
the income from the Gift Annuity Agreement as “tax-free income.”
This, of course, could be grossly misinterpreted for only a portion
of the income, computed on the schedule prepared by the Internal
Revenue Service, is not subject to income tax. The deferred giving
program should never be suggested as a method of tax evasion or
postponement. It should be clearly described as a means approved by
the Internal Revenue Service whereby a person may make a gift to
a chosen, recognized beneficiary during his lifetime yet not surrender
a reasonable income thereon for life. At the death of the Annuitant,
or the last beneficiary in case of a multiple beneficiary agreement, the
matured value or residuum of the Annuity Agreement already belongs
to the issuing agency and unless some State Law provides otherwise,
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is not considered a part of his estate. Since it is not involved in estate
tax, there may be, therefore, some long-range tax advantages, but
these are not the motivation for gift annuities, or at least they should
not be.

All too often our enthusiasm over our own program of deferred
giving spills over into the use of unjustificd superlatives. Frequently
it prompts us to assume the role of advisors of many kinds: invest-
ment, legal, tax accountants, to name only a few. It is extremely im-
portant to realize that we must always live with our words. Misunder-
standing of our letters and our ads can cause trouble for a long time
to come. Not only will the regulatory agencies of our States breathe
down our necks; but that person who entered into the agreement is
likely to be around a long time. If he was misled, intentionally or
otherwise, by our use of words he will lose confidence in us, will
harass us with correspondence and will discourage his friends and
relatives from doing business wth us.

Let’s use all the words we can to convey all the ideas we can
to all the folks we can, but let's be sure they say what we mean.
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PAYMENT PROCEDURES

DR. CHESTER A. MYROM

Director, Lutheran Church in America Foundation

Purpose of the Panel

The purpose of this presentation, as the panel members under-
stand it, is to deal with the internal or home-office procedures related
to the administration of a gift annuity program. This is by way of
contrast with those aspects of a gift annuity program which are not
within the issuing agency’s control. Tax implications, state regulations,
fluctuations in the market, actuarial trends—these are factors that
make a difference, to be sure, that have to be reckoned with, but they
are not within the administrative control either of financial officers or
development directors. These are facts of life, so to speak, within
which annuity managers must operate and with which we must
contend.

What factors then are within the control of management? Design-
ers of the program for this Thirteenth Conference believed some of
them to be these: 1. Payment Procedures; 2. Termination Practices;
3. Data Processing.

To say it another way, our panel is concerned with the more or
less routine procedures that relate to a gift annuity contribution, from
the time it arrives in your office until the time that agreement is termi-
nated, either voluntarily by the donor or through report of the annui-
tant’s death by a relative, by the executor of a will; or by the adminis-
trator of an estate. I shall deal with the first of these; namely, “Pay-
ment Procedures.”

This report is based on six questionnaire replies

The material subsequently set forth is based on information
derived through a “Questionnaire Regarding Payment Procedures”
which was directed recently to five representative church-related gift
annuity issuing agencies. Our own organization’s experience is likewise
included, making a total of six. Four of the agencies surveyed are New
York City based, while two are located in the Middle West.

The research represented does not therefore presume to be
either exhaustive or extensive. However, this observer does believe the
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findings to be fairly representative of what a broader study would
reveal. This report is submitted now in the hope that for some of
you the information shared may provide new insights. For others
this may simply confirm understandings already held. In any event,
I now publicly extend my sincere thanks to those amongst you who
so readily responded to my request for information about your re-
spective organizations.

Scope of report is broader than Payment Procedures

In addition to defailed information as to frequency with which
annuity payments are made, the dates for such payment, adjustments
made in first payments, etc., request was also made along somewhat
broader lines, in the belief that the information sought might not be
brought out elsewhere during the conference and that including it here
might contribute something more to the benefit of all of us. Questions
of this broader character have to do with range in size of gifts
received, most frequently received amount, ratio of repeat donors to
first-time givers, description of typical first-time annuity contributors.
In summary, the survey findings are as follows:

1. Minimum Annuity Gift Accepted
Five of the reporting organizations write annuities in the
amounts of $100 and up; only one (our own) has a publi-
cized minimum of $500.

2. Range of Gifts Received

a. During 1966 b. During 1967 :
1) $100 to $16,800 1) $100 to $10,000
2) $100 to $20,000 2) $100 to $25,500
3) $500 to $81,000 3) $200 to $127,200
4) $100 to $50,000 4) $100 to $60,000
5) $500 to $15,000 5) $500 to $46,000
6) $100 to $10,000 6) $100 to $100,000

With one exception, it will be noted that in 1967 gifts to
these six organizations ranged to higher amounts than in
1966.

Is this borne out in the experience of others? Does this suggest
the possibility of a trend toward greater philanthropy?
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3. Most Frequently Given Amount

s

-

a. Five of the six reporting organizations indicated $1,000
as their most frequently given single amount while one
said $500.

b. The ranges within which most annuity gifts tend to be

were reported thusly:

1) $500 to $10,000

2) $500 to $1,000

3) $1,000 to $15,000

4) $100 to $20,000

5) $1,000 to $5,000

6) $1,000 to $10,000

It can be pointed out in this connection that, with one ex-
ception, the range of most frequently received amounts has
as the lower figure a larger amount than the published mini-
mum gift. In every instance the most frequently given single
amount was larger than the published minimum.

Schedule for Annuity Payments

Four of the six reporting organizations stated that, on gifts of
minimum amount, annuity would be paid semi-annually; two
make such payments only on an annual basis.

Three of the six reported that the payment schedule for gifts
of any amount would be on a semi-annual basis. The other
three offered other possibilities, such as quarterly or monthly
payments. The expressed preference of the donor is the decid-
ing consideration. Two organizations publicize that on gifts
of $10,000 or more, annuity payments will be made monthly;
on gifts of $2,500 to $10,000, in one case, and on gifts of
£2,000 to $10,000 in the other, quarterly payments are
possible; otherwise semi-annual is the rule.

Dates of Annuity Payment

Four of the six reporting organizations apparently make
annuity payments as of the anniversary date of the gift. (The
responses, or possibly the questions themselves, are not as
clear in this regard as they might have been.)
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Two organizations report that semi-annual payments are made
as of the first day of January and July.

Only one reporting organization (our own) makes payments
as of the last day of the month.

Effective Date of Agreements and 'Grace Period"
Allowances in computing the first payment

a.

For five of the six reporting organizations the effective date
of an agreement is the date of its receipt in the office. The
one exception in this regard reports the effective date for
all agreements is the first day of the month in which the
gift is received.

Four organizations report that no “grace period” is allowed
in computing payments.

The exception cited in “a" above implies a grace period
to the first of the month.

The sixth organization (our own) as a matter of practice
allows a grace period of fifteen days. While agreements
are issued as of the date of receipt, the amount of the first
payment, for whatever period is involved, is computed as
though it had arrived on the first of the month.

All organizations report that where the first payment in-
volves anything more than a normal payment period, pro
rata addition is made to such payments.

Date of Mailing and Tax Information

.

All six reporting organizations mail annuity payments two
to three days in advance of the due date.

All six organizations, as a matter of routine, provide in-
come tax information regarding a gift at the time the
agreement is issued.

Typical First-time Annuity Contributor
These answers were received in response to my request for a
description of their typical first-time contributor:

a.

b.

"Widow, 65 to 70, average means.”
“Nearer to age 60, single, a dedicated person.”
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(e}

“Usually over sixty, above average circumstances, single,
widow or widower, retired, searching for lifetime income
with continuing tax benefits.”

d. "Age 65 or more. Unmarried or widowed. Financially
moderately comfortable.”

e. "Persons in their early 70's, single, married couples or
surviving spouse. Moderately circumstanced. Unassuming
in manner of living. Quietly committed to their church
and its work.”

f. "The majority are females between the ages of 60 and 85,

both widows and single, in moderate financial circum-

stances, having an interest in the mission of the church.”

9. Annuity Givers Are Repeat Givers
The final question asked in the survey form had to do with
first-time gifts as against repeat gifts. These answers are re-

ported:
In 1966: First Gifts  Repeat Gifts 1In 1967: First Gifts Repeat Gifts

a. 50% 50% a. 40% 60%
b. 47% 53% b. 18% 82%
e 57 % 439 c. 40% 60%
d. 60% 409 d, 75% 25%
€. 51% 49% e 37% 63%
f 60% 40% f. 67% 33%

The "best prospect” for an annuity contribution is the person
who has given before!

Conclusion

Every annuity or life-income gift carries with it the expectancy
of a continuing relationship of indefinite length, possibly long-term,
between the issuing agency and the contributor, or his designated life-
income beneficiary. The issuing agency's payment procedures during
this pcriod of time—or general administrative attitude, if you please
—in large part will determine whether for an indvidual contributor
the relationship is the altogether satisfying experience it can and
should be.

I conclude with a personal observation. The organization with
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which T am associated seeks to convey to each of our donors that
Lutheran Church in America Foundation, for its part, enters into every
gift annuity or life income agreement with a genuine sense of privilege
and a feeling of deep appreciation. From time to time and in various
ways we find opportunity to reaffirm this expression. A greeting card
on each annuitant’s birthday, a greeting at Christmas, an occasional
"newsletter” type of communication about the developing life of our
organization—these are ways in which we seek to convey to our
annuitants, in a continuing way, a sense of their belonging to a kind
of family. We believe these simple acts are manifestations of good
human relations. They seem also to contribute to good fund raising.

I am sure we are not alone in this belief. The record of repeat-
giving set forth in our little survey gives evidence that human nature
is pretty much the same everywhere. A respected friend of many of
us here today, Dr. F. Eppling Reinartz, one time gave eloquent testi-
mony that, "Nothing is appreciated like appreciation.” This is the
premise from which gift annuity administration must begin.

A gift has been made! Human nature has reversed itself! Instead
of grasping, of hanging on, someone somewhere has given! In the
Judeo-Christian view of life, this is evidence of God at work in the
hearts and minds of sinful human beings. It is appropriate in the
face of such a happening to be at one and the same time both humbled
and exalted. "Payment Procedures” in gift annuity administration can
be a continuing, God-given reminder that we are partners in His
divine purposes.




TERMINATION PRACTICES

MR. LELAND A. POMEROY

Assistant Director, United Presbyterian Foundation

Last May, when I was asked to join this panel and discuss Ter-
mination Practices, 1 accepted because 1 was confident I knew
all about this phase of our business. Since then I have learned the
definition of confidence. CONFIDENCE — that feeling you have just
before you find out the problem.

And Termination Practices are a problem and in my search
for some material that I could share with you, I talked to many
people who deal with life income agreements and gift annuities, Our
administration is quite uniform while the income beneficiaries live,
but we have many different methods of determining what to do when
the agreements terminate.

Ten years ago, when I started working in this particular field
of fund raising, I was invited to attend one of these conferences. We
are fortunate that the proceedings of that conference and succeeding
conferences have been printed by the Committee, for within the covers
of those books I have found most of the basics that I have had to
apply to our promotion, development work and administration of the
gifts we have received. To those of you who are attending your first
conference, I recommend all of these published proceedings for they
contain most of the answers to the questions you will be asked.

Previous speakers have discussed in detail the various types of
agreements now in common use, and Dr. Almand has stressed in
particular the terminology that has developed and which must be
understood by all concerned development people, treasurers, adminis-
trators and executives,

Thus, in a discussion of Termination Practices, it will not be out
of order to state once again that we are dealing with:

Life Income Agreements
Separately Invested Agreements
Charitable Remainder Trusts
4. Gift Annuity Agreements

W!\.}.—A

The Committee on Gift Annuities has develupcd. over the years,
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agreement forms for each of these plans. Examination of these sam-
ples will reveal that each contains, in one form or another, these four
important facts:
1. Acknowledgement of the gift
2. How the life income payment is to be paid, how it is
to be determined, to whom it is to be paid and how long
it is to be paid
3. How the institution will invest the gift during the life-
time of the income beneficiary (ies)
4. What the institution will do with the principal, or re-
siduum, after the life income beneficiary(ies) dies

It is with this part 4 that we are now concerned.

Among the institutions represented here there can be no doubt
that Termination Practices vary widely. This is to be expected since
our reasons for being are not the same. Our corporate structures
are different, and there is an understandable dissimilarity in our
methods of opcrations, accounting procedures, programs, and invest-
ment policies.

Basically, however, one of four things can happen to the principal
or residuum when the income beneficiary dies:

1. It can be spent at once for anything the institution de-
sires. It is completely unrestricted.

2. It must be permanently invested as an endowment, but
the institution can spend the income produced by it for
anything in its program.

3. It must be permanently invested and the income used
by the institution for a specific work designated by the
donor at the time he made his gift.

4. It must be spent—principal or residuum—for a specific
work designated by the donor.

When the institution receives notice that the income beneficiary
has died, steps must be instituted to carry out the original wishes of
the donor. Reference to the original agreement, which was executed
when the gift was made, will reveal which of the courses cited above
is to be followed. If the man who wrote the agreement did it properly,
then the man who must process the termination will have little trouble
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making the proper application of the principal. It is also helpful to
examine the complete file of the donor to determine if something
may have been overlooked in the agreement. For instance, some of the
agreements we have written provide for the principal to benefit a
local church, but the donor did not want the local church to know
about it until after he died. He may have written a letter to the church
to be sent by us after his death. The files do reveal many things that
may seem strange on the day you terminate an agreement. But remem-
ber, conditions may have been somewhat different back in those days
when the agreement was originally written. So you must find out all
you can about the case, especially if you weren't around when the
agreement was written. And even if you were, memory, when relied
upon too heavily, will not serve you unfailingly.

Development people, when negotiating a gift under one of these
agreements, must be prepared to answer the questions, “What happens
to my gift after my lifetime, and how much will the institution have
for its use?’ The answers must be clear if we are to be convincing
in our solicitation. Especially important is an understanding of how
much will be available. So let us examine each agreement a bit and
determine just what is available at termination.

LIFE INCOME AGREEMENT

The Eleventh Conference gave us this definition of a Life Income
Agreement: “A ‘life income agreement’ is an agreement between a
donor and a religious, charitable, or educational organization. The
organization, in return for a gift of cash, stock, land, securities, or
other property, agrees to pay the donor, or designated beneficiary,
for the lifetime of that person or survivor, an annual income com-
puted by determining the yield on the organization's invested funds
and applying that rate to the donor’s gift. The agreement is termi-
nated upon the death of the last beneficiary and the organization is
thereby released from any further payments.”

Under a Life Income Agreement the donor reserves the right to
receive the income for the lifetime of a stated person. The institution
holds the corpus and invests it. Ownership is thus split. The institution
obtains full ownership only when the last income beneficiary dies.
Therefore, the organization has a responsibility that requires it to
defer using the gift until it obtains full ownership of the assets.
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When that time comes, since the gift has been invested, its value
may differ from what it was when it was received. It is important
to recognize this fact; for in truth, if the agreement has been in force
for a long time, the amount of funds now released may be far greater
than the amount given. So, a determination of the present value must
be made utilizing whatever method of accounting the organization
employs. The Life Income Agreement does not return any of the
principal as income to the donor and thus, in effect, the full amount
originally given, plus any growth that can be attributed to it while
it participated in the total invested funds, is available to your organi-
zation to use in the manner specified in the original agreement.
In the maroon booklet prepared for our use by the Committee, you
will find complete descriptions of how a Life Income Agreement is
valued under the Common Trust Plan and the Endowment Fund Plan.
Either plan provides a way to determine the value of the Agreement
when it terminates.

SEPARATELY INVESTED AGREEMENTS

There are two types of Separately Invested Agreements in general
use among our institutions.

1. The Tax-Free Life Income Agreement and the Separately
Invested Trust.

The TAX-FREE LIFE INCOME AGREEMENT provides for the
institution to invest the gift in securities—state and municipal bonds
which produce income not subject to Federal Income Tax. The inter-
est received by the institution is relayed in total to the life income
beneficiary, and in that form retains its tax-exempt status. I believe
most organizations procure specific tax exempts for each donor. There
is no pooled fund to which his gift is added.

Thus at termination, the bonds held for a particular life income
beneficiary may be sold and the proceeds used in accordance with the
designations of the donor. The problem of determining what is avail-
able for the organization will be dictated by the market value of the
particular bonds held in that account when offered for sale. This
may vary up or down from the amount of the original gift, depend-
ing upon the bond market when termination occurs.

88




SEPARATELY INVESTED TRUST

Under this plan, a donor transfers securities or other income-
producing property to your organization to be held in the form it is
transferred. The donor, or his designated beneficiary, is to receive
the net income produced by the property during the lifetime of the
income beneficiary. Upon the death of the beneficiary, the trust is
terminated and the property may be used by the organization in the
manner designated by the donor when the original agreement was
executed.

As with the Life Income Agreements, the value of the property
at termination may vary from the value established at the time of the
gift. It will be whatever the value of the trust property is on the
date of termination, It can be more or less than the original amount.

CHARITABLE REMAINDER TRUST

Under this arrangement, the trust property is usually held by a
commercial trust company or a private trustee. The creator of the
trust reserves the right to receive the income for the life of himself
or survivors. At the death of the last income beneficiary, the trust
terminates and the trustee transfers the trust property to your organiza-
tion. Here again, the amount your organization receives for its immedi-
ate use may differ from the amount of the original trust. Whatever
you receive will be the present value of the trust property which the
trustee received from the donor.

Each of the above plans has a definite way of determining, to
the penny, the amount of funds available to your organization upon
termination; for none of them permit the invasion of principal.

With a GIFT ANNUITY things are different.

As Charlie Burrall pointed out in his discussion yesterday, when
a person enters into a Gift Annuity agreement with a religious,
charitable or educational institution, he is actually doing two things.
He is making a gift to the institution, and is also purchasing a fixed
income for life. The Uniform rates we use are designed to produce
on the average a 50% residuum. They are the key. For only by
looking at your entire annuity program, year by year, can you deter-
mine just what is available to your organization as a result of termi-
nations.

Because your organization has gwaranteed to pay the income

89




beneficiary a fixed income for life, you assume a legal obligation and
must meet the same type of standards insurance companies must meet.
We heard about state regulations earlier in the conference. They are
real and if you operate in the States of Neéw York or California, the
departments of Insurance of those states will make sure you have
enough reserves on hand to fulfill your legal obligations.

Most of us have had the experience of receiving a sizeable gift
under the Gift Annuity plan and very shortly thereafter receiving
notice of the death of the annuitant. We may not have made even
the first payment to him. The prospective donor can be counted on
to say, when he suggests such a thing might happen to him, "“Then
you will have my whole gift for your program.” Of course, this is
not the case. Because the next donor who is supposed to die, according
to the mortality tables, in 1971 at the age of 75, will decide to live
until the ripe old age of 115—and you said you were going to pay
him a fixed income for life! You guaranteed it and the state is looking
over your shoulder to make sure you do. So you have to set aside some
of the funds transferred to you by the man who dies too soon to
pay the man who lives too long.

Thus, when an annuity terminates, you are released from paying
further income to the annuitant, but since you don't know which an-
nuitant is going to outlive his life expectancy, or how many are
going to do it, you must adopt some method to determine (from time
to time) just what is available to your organization.

Here is where your organization must rely on the services of a
professional actuarial firm to review all of your open annuities period-
ically and refigure the amount of legal reserve required to meet the
income payments you are obliged to pay to your annuitants ‘for life.
Comparing this total figure with your total annuity investment port-
folio value, you can determine how much your organization can safely
transfer out of its annuity fund.

In some of the reports made to previous conferences, men ex-
perienced in gift annuities have recommended that for safety, an
organization should keep invested in its annuity fund 50% more than
the legal reserve.

Thus, we can never say just how many dollars an organization
will receive from a particular annuity. The whole gift annuity concept
is based on the statement on the average.
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DATA PROCESSING PROSPECTS

MR. NICHOLAS CALELLO
Electronic Data Processing Manager,
American Bible Society

Being in the “clean-up” spot on a baseball team, or being “anchor
man” in any endeavor, is quite an enviable spot. Quite frankly, it sort
of frightens me. For two days now, I have listened to speakers talk-
ing about Gift Annuities and it suddenly dawned on me how little
[ really know about this entire field. So if I seem to avoid the deep
technicalities of Annuities and stick more closely to Data Processing,
you will know why.

DATA PROCESSING—Electronic Data Processing—that is. What
is it;—this strange monster that has seemed to invade every aspect
of our business and personal lives. Is it friend or foe? I thought per-
haps if we took these next few minutes and examined E.D.P. (Elec-
tronic Data Processing) as related to gift processing, we might be in
a better position to evaluate it.

Before we get in too deeply, and in case some of you are not
familiar with the terms I might use, I thought I'd give my explanation
of some of them. First of all, the equipment:

Central Processing Unit—At the heart of any computer system we
always have a Central Processing Unit. This is the unit with the lights
and dials and is the very center of any system. The device is really
a storage unit and is used to store temporarily the “program™ or set
of instructions to be executed. This unit also normally houses the
logic circuitry. It is capable of internal speeds ranging from milli-
seconds to nanoseconds, depending on the model.

Punched Cards—In order to store the instructions and data in this
memory unit, we need a form of input. The most common form of
input is the punched card. This is basically the same format that we
see so much in our day-to-day living, in our utility bills and driver
license, to name a few. These cards are prepared on a key punch
machine. The keyboard on this device very closely resembles a type-
writer keyboard, but instead of printing on paper, the characters are
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encoded and punched into cards. In order to read the cards we use
an input device called a card reader. Utilizing a series of brushes or
photo-electric cells, the machine recognizes the punched holes in the
cards, and by way of cabling connected to the Central Processing Unit,
transmits the interpretation of the data on the cards to central memory.

Magnetic Tape—Magnetic tape is another form of input and output
storage for data. Magnetic tape is normally a plastic type material,
coated with an oxide covering that has the ability to retain magnetic
impulses. A full reel, which is 2,400 feet long, can hold the equivalent
of approximately 225,000 punched cards. We can also process this
data at the rate of 60,000 characters per second. Processing on mag-
netic tape is sequential.
Disk Files—Disk files resemble a modified juke box. Here, instead
of tape, we use platters, made of metal and coated with an oxide
surface. Normally, there are six platters in a stack with ten recording
surfaces. The main difference from magnetic tape is that disk process-
ing can be in a random sequence.

Some of the people involved in Electronic Data Processing are:

1. Systems or Survey Analysts
2. Programmers

System Analysts—These are the people who first study an appli-
cation and design and evaluate the overall approach to be used in
converting it to a computer. You know—System Analysts or survey
people are not new. In the Old Testament book of Numbers, Chapter
13, the Lord directed Moses to send 12 leaders (survey analysts) to
evaluate Canaan, the land he was going to give to the Israelites. As
far as I know, these Biblical people did about what our modern day
analysts might do. Evaluated and designed an approach. One main
difference though. The survey analysts in the Bible returned to Moses
with a big bunch of grapes. Today's analysts are more likely to
return with a big bunch of bills.

Programmers—These are the people, much like translators, that take
the results from the System Analysts and convert the job to be
done to a machine language. This machine language, or some form
of it, is then committed to punched cards to be processed. I'd like
to draw an analogy of a computer to a human being. Although a
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computer is nowhere nearly as complex as a human, some of the
functions are similar. A human being has a Central Processing Unit—
a brain. We have input devices—our eyes and cars. We have output
devices—our voice and hands. When we have a job to do we read the
program or set of instructions with one of our input devices, store
it in our Central Processing Unit, perform the steps necessary, and
then record the results with one of our output devices, either our
hands or voice.

Gift Annuities and Life Income applications lend themselves
quite readily to E.D.P. The major steps within the system can be
summarized as follows:

1. Creation of one Master File with all necessary infor-
mation.

2. The ability to maintain this file at a current level with
cross reference to each policy, by Annuitant, and service
requests and inquiries by Annuitants.

3. The issuing of checks for the Annuitants of the par-
ticipating groups.

4. Reconciliation of outstanding checks as they are returned
by the banks.

5. Generation of reports as required by Management and
Law.

At the American Bible Society we were faced with some problems
in attempting to convert from a maverick system, partly manual—
partly automatic, to a fully computerized version.

Creation of One Master File—First, we had two major files with which
to contend. One file, already on punched cards was our check payment
file. These cards broken into 24 subdivisions, represented 24 payment
periods, and contained the name, address, and check amount for each
individual Annuitant. The second file, on ledger cards, contained all
the historical and background information about our Annuitants. Our
first major task was to merge or marry these two files together and
commit them to magnetic tape as one file. We designed punched
cards for our ledger cards and had them key punched (approximately
45,000 cards). These we then took and committed to magnetic tape
by using our computer. For the next step, we committed the payment
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cards to magnetic tape and then attempted to merge the two. We
soon found the editing task was more than we bargained for. We
have since approached the job piecemeal. As a payment period comes
due, which is bi-monthly, we apply a program created to produce checks
directly from the payment cards and then. working with only one
payment period, extract the background from our other file and
create our Master File over the period of a year.

File Maintenance—We designed forms for the American Bible
Society Annuity Department. With these forms they have the ability
to change any piece of information about an Annuitant. The forms
are filled out by the people in the Annuity Department, sent to key
punch to be put on punched cards, and then processed against the
Master File to update it and bring it to a current level. For inquiries
and servicing requests of Annuitants, a hard copy print-out of the file
replaces the ledger cards.

Issuance of Checks—To issue checks in the proper payment period,
we needed a way to code the payment periods. To accomplish this we
created a variable code for each Annuitant of from two to ten digits.
The first digit, an alphabetic character, signifies whether the payment
is monthly, quarterly, semiannually or annually. The second digit
indicates either the first or second half of the month. The third through
tenth digits indicate up to four different months. For multi-agreement
Annuitants we were able to “tie”" them together by taking our original
six digit agreement number and expand it to twelve digits. The lowest
agreement number of a multi-agreement Annuitant was used for the
first six digits. In a normal ascending sorting scheme, we were able
to group the agreements for one individual together.

As the checks are being produced on one high speed printer, we
create a check register on our other high speed printer, and create
an open check register on magnetic tape. At the conclusion of the
check run, the checks and check register are proofread for accuracy,
imprinted with our Treasurer's official signature, and then mailed
to our Annuitants,

Reconciliation—The check forms that we prepare on the computer are
pre-punched with a sequential number. As we write the checks on
the computer, we also create a record on magnetic tape and this
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sequential number becomes an integral part of the tape record. When
the bank returns our canceled checks and statement, we are now able
to commit the canceled checks to magnetic tape and match them
against our tape of open items and produce a balanced reconciliation
listing, and a new tape of still open items.

Generation of Reports—From a combination of our check tape of
open items and our Master File, we produce reports such as:

L. Statistical Termination and Issue Reports
2. Number of Agreements by Sex
3. Number of Agreements by State and so on.

For the future, we hope to commit the Master Annuity File, along
with our Life Income File, to Magnetic Disk instead of Magnetic
tape. File maintenance and inquiry, if our disk is “on line,” can be
handled directly from the Annuity Department by way of a *CRT type
unit. After that—only technology and man’s ingenuity will set the
limits.

In closing, I would like to make one final point, just so no one
rushes out and orders a computer for the sole purpose of processing
Gift Annuities. Because of the tremendous cost involved in an auto-
mated system, it is my opinion that an automated Annuity program
should be considered only as supplementary application. During the
past few years our own computer at the American Bible Society has
become a "must”, and the utilization of an automated procedure in
our Annuity program is but ome of the many services which we
hopefully expect to continue to render in the future.

*Cathode Ray Tube
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MINUTES

Thirteenth Conference on Gift Annuities
Hotel Statler Hilton, Detroit, Michigan

Tuesday, February 6, 1968

The meeting was called to order at 10:30 a.m. by Vice Chair-
man Roland C. Matthies. Prayer was given by the Reverend Bernard
S. King, Treasurer, The Christian and Missionary Alliance, New
York City.

Dr. Matthies explained that because of the death of his mother
on Saturday, February 3, 1968, Chairman Charles W. Baas would
not be attending the Conference. Under the circumstances, Dr.
Matthies pointed out, he would be the presiding officer throughout the
entire conference, not just on Wednesday as had been intended.

Motion was made from the floor by Dr. Gilbert Darlington that
the secretary of the Committee be requested to send to Mr. Baas
and his family a resolution “of our deep sympathy in his loss.”

MOTION CARRIED

Vice-Chairman Matthies then read the text of the opening state-
ment which had been prepared for this purpose by Chairman Baas.
The text of this talk is set forth elsewhere in this booklet under
the heading OPENING REMARKS.

During the course of this presentation Dr. Matthies introduced
the individual members of the Committee on Gift Annuities. They
were greeted with applause.

The Chairman then proposed that the following persons constitute
the Resolutions Committee:

The Rev. W. Walter Groesbeck
Alva R. Appel

Alf W. Jorgenson

Charles L. Burrall, Jr.

Chester A. Myrom

R. Alton Reed

Upon MOTION duly made and seconded, the proposed Resolu-
tions Committee was appointed.
The Chairman then called upon Mr. James A. Cousins to intro-
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duce the speaker of the morning. Mr. Carson Greene, Assistant Vice
President, Moody's Investors Service, Chicago, Illinois, was thereupon
presented. He addressed the conference on the subject, "Interest Rates
and Investment Qutlook.” His informative and authoritative address
is set forth elsewhere in this booklet under that title.

A brief period of questions and discussion followed Mr. Greene's
formal presentation. At the conclusion of it Dr. Matthies commented,
out of his own observation and experience, as to the importance of
good investment counsel during these times of rapid change. Specifi-
cally he said, "Look at the age level of people serving you in invest-
ment. Be concerned about one-man operation.”

The time for the noon luncheon having arrived, the Conference
recessed at 11:45 a.m., to reassemble again at 12:00 noon in the
dining room one floor below.

The luncheon period was the occasion for a recognition tribute
to members of the Committee on Gift Annuities who have been
members for ten or more years, fifteen or more, twenty-five and
forty years. A sub-committee consisting of Chester A. Myrom, chair-
man; Miss Florence Little and Harl L. Russell had made the arrange-
ments for the program that followed the luncheon. Framed certificates
of recognition and appreciation, individually lettered, had been pre-
pared for presentation to the ten persons thus honored. A souvenir
program booklet had been provided for the occasion. The names of
the persons cited, with the names of program participants, as set
forth in the souvenir booklet, will be found in the first exhibit follow-
ing these minutes. Regrettably, besides Chairman Baas, Wesley O.
Clark and D. Allan Locke were not in attendance.

At 2:10 p.m. the Conference reconvened in the Ballroom, Charles
L. Burrall, Jr., Actuary, Huggins & Company, Inc., Philadelphia, Penn-
sylvania, was introduced to present the subject, "Actuarial Report
and Outlook.”

Mr. Burrall's clear and complete presentation of how a gift an-
nuity rate schedule is developed was well received and much appre-
ciated. A lively period of questions and discussion followed his pre-
pared remarks, all of which further enlightened the group in attend-
ance. In response to a request by the chairman for “a show of hands
of all those who were hearing this kind of presentation for the first
time,” it appeared that from one-third to one-half of the audience
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were in this category. The full text of this presentation and exhibits
related to it are separately set forth.

At 3:30 p.m. the Conference recessed for a brief period, recon-
vening at 3:50 p.m.

Mr. John M. Deschere, Comptroller, .Vassar College, Pough-
keepsie, New York, then made a presentation on the subject of “Life
Income Agreements.” It was explained that opportunity for questions
and discussion relating to this subject would be afforded at a special
evening session, to take place at 8:00 p.m., at which a panel of experts
would be present.

At this point, Mr. J. Stanley Schmidt, Board of Christian Edu-
cation, United Presbyterian Church, Philadelphia, Pennsylvania, re-
quested opportunity to present a resolution, submitted in writing to
the secretary, with a view to its being considered by the Resolutions
Committee, scheduled to meet at 6:00 p.m. The intent of the resolu-
tion, the spokesman for it pointed out, was that a mechanism be
developed “"by which the degree of compliance with Conference
recommendations by organizations and institutions be periodically
ascertained.”

The hour of 4:30 p.m. having arrived, the afternoon session
concluded with prayer offered by the Reverend Howard I. Westin,
Assistant to the Vice President, Wittenberg University, Springfield,
Ohio.

The special evening session on Life Income Agreements got un-
derway at 8:00 p.m. with Mr. John Deschere serving as moderator.
Assisting as a panel to answer questions were these persons: Mr.
Conrad Teitell, Dr. Hollis Turley and Dr. Roland C. Matthies. With
the Ballroom well filled for the session, attendance exceeded anticipa-
tion. Participation was lively, continuing until 9:30 p.m., and there
was general agreement that the session had been most helpful and
informative.

Wednesday, February 7, 1968

The Conference was called to order by Chairman Matthies at
9:30 a.m. Invocation was offered by Major Frank Moody, Director
Deferred Gift Development, The Salvation Army, New York.

The chairman of the Resolutions Committee, Rev. W. Walter
Groesbeck, was recognized to submit a resolution. He reported that
the Resolutions Committee had considered the matter of the Uniform
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Gift Annuity Rate Schedule at its session the evening before and
submitted the following motion:
MOVED: That the present Gift Annuity Rates, as
adopted by the Twelfth Conference on
Gift Annuities on April 7, 1965, to be
effective September 1, 1965, be con-
tinued as the Uniform Gift Annuity
Rates recommended by the Thirteenth
Conference on Gift Annuities.

The motion was promptly seconded. There were no questions
or discussion. The chair then put the motion.

MOTION CARRIED

Expression was then made from the floor by Robert Greiner,
Treasurer, General Brotherhood Board, Church of the Brethren,
Elgin, Illinois, that "by the time of the next Conference a complete
actuarial study be made, with special consideration to rates in the
lower ages.”

The chair then recognized Dr. T. K. Thompson to read a state-
ment that had been prepared in memorial tribute to the late Sydney
Prerau, attorney-at-law and philanthropic tax counselor, who had
passed away January 12, 1968. Dr. Thompson’s statement in its
entirety is set forth elsewhere in this booklet.

Chairman Groesbeck of the Resolutions Committee thereupon
submitted the following resolution and recommended its adoption:

"WHEREAS God has given to this generation a great leader
in the person of Sydney Prerau and has called him to his
eternal home on January 12, 1968;

BE IT RESOLVED:

That the Conference on Gift Annuities, in session on
February 7, 1968, express to his widow, his family, his firm,
and his friends everywhere its gratitude to God for the
life of Sydney Prerau.

That out of gratitude to Sydney Prerau, this Conference
reaffirms its loyalty to all he held dear, especially the Judeo
Christian tradition of philanthropy.”

The resolution was ADOPTED WITH A RISING VOTE.
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The chair then presented Mr. Conrad Teitell, attorney-at-law,
Partner, Prerau & Teitell, who gave an address entitled “Tax Infor-
mation.” The text of it appears elsewhere.

Mr. James A. Cousins, member of the Committee on Gift Annui-
ties, was then called upon to present the next speaker. This was Mr.
Fred Becker, an attorney associated with the U. S. Treasury Depart-
ment, Washington, D.C. His talk is separately set forth.

Following a brief recess the program resumed with presentations
by a three-member panel. The participants and their papers, all repro-
duced in this booklet, were as follows:

State Regulations
Mr. James A. Cousins, C.P.A.
The Society for the Propagation of the Faith
Pace College

Investment Practices
Dr. Wm. Kincaid Newman, Executive Vice President
The Pension Boards, United Church of Christ

Terminology
Dr. Ashton A. Almand, Treasurer
World Division of the Board of Missions
of The Methodist Church

Prayer for the noon luncheon was given by the Rev. Henry J.
Zenorini, S.J., Director, Jesuit Deferred Funds, New York. There
was no formal program during the luncheon period.

The final afternoon session reconvened at 2:00 p.m. The program
consisted of another three-man panel. Presentation papers were offered
by the three men named below. Their respective papers appear else-
where in the Minutes.

Payment Procedures
Dr. Chester A. Myrom, Director
Lutheran Church in America Foundation

Termination Practices
Mr. Leland A. Pomeroy, Assistant Director
United Presbyterian Foundation
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Data Processing Prospects
Mr. Nicholas Calello, Electronic Data Processing
Manager, American Bible Society

Following the last of these presentations there was an interval
in which questions from the floor, both oral and written in advance,
were directed to any of the day's speakers on any material presented.
Participation was lively and involved a good number of people.

The Resolutions Committee was then called upon for its report.
Chairman Groesbeck called attention to the report, which had been
mimeographed and distributed in advance. He commented that Reso-
lution XII was the committee’s response to the resolution proposed
from the floor at the close of the previous day’s session. The report
was read. It was approved as submitted. The full text of the Resolu-
tions Committee’s report follows these Minutes.

Closing prayer and benediction was offered by the Reverend Dr.
Fred J. Douglas, Director of Special Gifts, the United Church of
Canada, Toronto, Ontario,

This Thirteenth Conference on Gift Annuities was declared
adjourned at 4:00 p.m.

Respectfully submitted,

CHESTER A. MYROM, Secretary
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A Word of Appreciation . . .

The Committee on Gift Annuities is unique among
organizations of its scope and importance in that through
all the years of its existence it has functioned without the
services of paid professional staff. All Committee-sponsored
activities and functions, such as these periodic conferences,
are initiated and carried through to completion by members

of the Committee serving on a volunteer basis.

In grateful acknowledgment of extended periods of

service by certain of these individuals, recognition tribute

is being made today.




RECOGNITION LUNCHEON

Thirteenth Conference on Gift Annuities

Detroit, Michigan
February 6, 1968

Invocation Florence Little
Luncheon
Background statement Chester A. Myrom

Presentation of Recognition Certificates

For ten or more yeéars of service: Harl L. Russell
G. BLAIR ABRAMS 1955-67
. WESLEY O. CLARK 1955-67
D. ALLAN LOCKE 1956-67
J. HOMER MAGEE 1956-67
RorLanND C. MATTHIES 1955-67
Hovrvris L. TURLEY 1956-67
For fifteen or more years of service: Roland C. Matthies
CHARLES W. BAAs 1951-67
THoMAS K. THOMPSON 1951-67
For twenty-five years of service: G. Blair Abrams
FORREST SMITH 1942-67
For forty years of service: T. K. Thompson
GILBERT DARLINGTON 1927-67
Benediction Nordan C. Murphy
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REPORT OF THE RESOLUTIONS COMMITTEE

THIRTEENTH CONFERENCE ON GIFT ANNUITIES

IL.

III.

IV.

BE IT RESOLVED that the Thirteenth Conference on Gift An-
nuities extend to Chairman Charles W. Baas, and to his family,
expressions of Christian sympathy upon the death of his mother
on February 3, 1968, along with sincere regrets that this sad
event made it impossible for him to attend and preside over the
Thirteenth Conference on Gift Annuities.

BE IT RESOLVED that the Thirteenth Conference extend to
Vice-Chairman Roland C. Matthies most hearty thanks and high
commendation for his having so willingly and ably served as
chairman of the Thirteenth Conference on Gift Annuities, be-
sides fulfilling the other significant program responsibilities to
which he had already been assigned.

BE IT RESOLVED that the Thirteenth Conference note with
special interest and genuine satisfaction the information set forth
in Chairman Baas’ written opening statement, read to the con-
ference by Vice-Chairman Matthies, regarding the record num-
ber of sponsors that have been developed for this conference,
now 605, and give recognition that growth to this extent would
not have come about without the active personal promotion and
support of individuals attending this and prior conferences.

BE IT RESOLVED that the Thirteenth Conference on Gift An-
nuities express its deep appreciation to Mr. Carson Greene,
Assistant Vice-President, Moody's Investors Service, for the
informative and authoritative address "'Interest Rates and Invest-
ment Outlook.”

BE IT RESOLVED that the Thirteenth Conference on Gift An-
nuities express appreciation to Mr. Charles Burrall, Jr., Actuary,
Huggins & Company, Inc. for his continuing valuable services to
the Committee and for his presentation "Actuarial Report and
Outlook.”
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VL

VII.

BE

IT RESOLVED that the Thirteenth Conference on Gift

Annuities express its appreciation to the several individuals who
made notable contribution out of their experience in the fields
of gift annuities and life income agreements to the Conference;
namely the following:

BE

. John M. Deschere, Comptroller, Vassar College
. Conrad Teitell, Partner, Prerau & Teitell
. Hollis L. Turley, President of Pension Fund, Christian

Churches (Disciples of Christ)

. Fred Becker, U. 8. Treasury Dept., Washington, D.C.
. James A. Cousins, National Auditor, The Society for the

Propagation of the Faith

. Wm. Kincaid Newman, Executive Vice-President, The Pen-

sion Boards, United Church of Christ

. Ashton A. Almand, Treasurer, World Division of The

Board of Missions of The Methodist Church

. Chester A. Myrom, Director, Lutheran Church in America

Foundation

. Leland A. Pomeroy, Assistant Director, United Presbyterian

Foundation

. Nicholas Calello, Electronic Data Processing Manager,

American Bible Society

IT RESOLVED that the Thirteenth Conference on Gift

Annuities recommend to the various societies, agencies, boards
and colleges that for the purpose of uniformity and a better
understanding of gift annuity agreements:

L.

the agreement between the donor and the issuing agency
be referred to as a "Gift Annuity Agreement’;

the periodic payment under gift annuity agreements be
referred to as "Annuity Payments”;

in speaking of promoting or advertising gift annuity agree-
ments such terminology as “bonds,” “interest,” “principal,”
which apply to other forms of agreements be carefully
avoided.

105




VIII. BE IT RESOLVED that the Thirteenth Conference on Gift

IX.

XI.

XII.

Annuities recommend that, for the purpose of uniformity and
a better understanding, the following terminology be used in
discussion, promotion and administration of contributions made
for the establishment of life income agreements:

1. the agreement between the donor and the issuing agency
be referred to as a "Life Income Agreement”;

2. the amount paid under the agreement be referred to as a
“Life Income Payment” ;

3. a person paid under the agreement be called the “Life In-
come Recipient”;

4. the rate of the life income payment be called the "Life
Income Yield.”

BE IT RESOLVED that the Thirteenth Conference on Gift
Annuities recommends that organizations issuing gift annuity
agreements maintain the funds related to their gift annuity
program as segregated funds, to make certain that all required
annuity payments can be made.

BE IT RESOLVED that the Thirteenth Conference on Gift
Annuities recommend that religious, educational, and charitable
groups which cooperate with the Committee on Gift Annuities
be requested to send in to the Chairman of the Committee copies
of any rulings by Federal or State authorities dealing with
gift annuities or life income agreements.

BE IT RESOLVED that the Thirteenth Conference on Gift
Annuities urge and encourage all organizations issuing gift
annuity agreements to adopt the Uniform Gift Annuity Rates
as maximum rates.

BE IT RESOLVED that the Thirteenth Conference ask the Com-
mittee on Gift Annuities to give study to a program whereby
there can be recognition given to the organizations that follow
the recommendations of the Conferences on Gift Annuities.
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XIII.

XIV.

XV.

XVI.

BE IT RESOLVED that the Thirteenth Conference on Gift
Annuities express its appreciation to Dr. Gilbert Darlington,
Honorary Chairman, and to Mr. Forrest Smith, Honorary
Treasurer, for their greetings, pertinent observations, and wise
counsel based on their many years in the gift annuity field.

BE IT RESOLVED that the Thirteenth Conference on Gift An-
nuities express its appreciation for the special helpfulness ex-
tended to this group by Mrs. Barbara Baylis, Miss Petra Fakos,
M., William Graham, Jr., Miss Edith Soffel, the Detroit Con-
vention Bureau, and the staff and management of The Statler
Hilton, Detroit, Michigan.

BE IT RESOLVED that the Thirteenth Conference on Gift
Annuities encourage the Committee on Gift Annuities to con-
tinue scheduling conferences at three year intervals.

BE IT RESOLVED that the Thirteenth Conference on Gift
Annuities express to Mr. Charles W. Baas, Chairman; the
other officers, and members of the Committee on Gift Annuities
its appreciation for this splendid conference and for their many
services since the last conference.
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THIRTEENTH CONFERENCE ON GIFT ANNUITIES
Detroit, Michigan

MEMORIAL FOR SYDNEY PRERAU

February 7, 1968

God in His infinite wisdom called Sydney Prerau from this earthly
life, on January 12, 1968. The Conference on Gift Annuities pauses
to express its appreciation for this great leader who has so recently
been taken from us.

We remember Sydney Prerau as a gifted lawyer. He was a gradu-
ate of City College of New York and Columbia University Law School.
He early became associated with J. K. Lasser, working both in the
fields of accounting and law. Mr. Lasser’s training was in the field of
accounting and it was for this reason that Mr. Prerau administered the
J. K. Lasser Tax Institute. In this relationship, he wrote more than
a dozen books on law and business.

We honor Sydney Prerau as a tax specialist. While it is difficult
to conceive of a more successful series of books than his tax manuals,
some written for the average man, some for the average lawyer, some
for the legal specialist, it was in the field of taxes and philanthropy
that Sydney found his greatest recognition. In 1962, when he set up
his own law practice, it was for the express purpose of giving full
time to taxes and philanthropy.

We honor Sydney Prerau as a philanthropic leader. In his role as
legal counsel on taxes, he found his greatest satisfaction in the en-
couragement of philanthropic giving; by giving the widest possible
understanding to the philanthropic principles underlying the tax laws.
Millions of dollars found their way into educational, religious, and
social welfare institutions because of his concern. It is significant
that by far the greatest portion of his practice was given to Protestant
institutions, although in latter years several Catholic and Jewish insti-
tutions made use of his services.

We honor Sydney Prerau as friend. While he was one of the
great tax lawyers of this country, his warm personal friendship with
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people in all stations of life endeared him as a colleague and fellow
worker, and made him the beloved father and brother to most of us.

We honor Sydney Prerau as a man of faith. While he had little
sympathy with the formalities of religion, liturgies, litanies, and insti-
tutional variations, he had a profound understanding of the philosophy
and theology of Judaism and Christianity. He believed that the deepest
expression of human culture resides in its religious ideals. He rejoiced
in the close relationship of Judaism and Christianity and gave himself
unreservedly to the cause of peace, especially through the Fellowship
of Reconciliation. Sydney believed that the Creator God called men
to be instruments of his love. He believed that it was more blessed
to give than to receive. He believed and practiced giving without any
expectation of return.

We are grateful to God for his gift of Sydney Prerau to our
generation.

T. K. THOMPSON
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REPRESENTATIVES TO THE THIRTEENTH

CONFERENCE

Organization
Adrian College, Adrian, Michigan Mr
Albion College, Albion, Michigan Mr
Allegheny College, Meadville, Pennsylvania  Mr.
American Baptist Assembly, Green Lake, Mr

Wisconsin

American Baptist Board of Education &
Publication, Valley Forge, Pennsylvania

American Baptist Foreign Mission Society,
Valley Forge, Pennsylvania

American Baptist Home Mission Societies,
Valley Forge, Pennsylvania

American Baptist Convention, World Mis-
sion Campaign, Valley Forge, Pennsyl-
vania

American Bible Society, New York, New
York

American Board of Missions to the Jews,
Inc., New York, New York

American Cancer Society, Inc.,, New York,
New York

American College Public Relations Assoc.,
Washington, D. C.

American Friends Service Committee, Inc.,
Philadelphia, Pennsylvania

American Leprosy Mission, Inc,
York, New York

The American Lutheran Church, Minne-
apolis, Minnesota

The American Lutheran Church
tion, Minneapolis, Minnesota

New

Founda-

American Sunday-School Union, Philadel-
phia, Pennsylvania
American Tract Society, Inc., Oradell, New

Jersey
Anderson College, Anderson, Indiana
Andrews University, Berrien Springs,
Michigan

Annuity Fund for Congregational Minis-
ters, New York, New York

Asbury Theological Seminary, Wilmore,
Kentucky

Ashland Theological Seminary, Ashland,
Ohio

Augsburg College, Minneapolis, Minnesota

Augustana College, Sioux Falls, South
Dakota

Aurora College, Aurora, Illinois
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Mr.
Mr.

Mr.
Mr.
Mr.
Mr.
Mr.

Mr,
Dr.

Mr.
Dr.

Mr.
Mr.

Mr.

Represented by

. Robert W. Brown
. Herbert L. Jones

Frederick B. Odell

. J. E. Dollar

. Lester C. Garner

. Paul V. Moore

. William E. Jarvis

. Walter C. Konrath

. William O. Breedlove
. Richard E. Ice

. Victor K. Jordan

=v. R. D. Merrill

. Carrol O. Morong

. John D. Erickson
. Frank Kemer

T. K. Thompson

. Harold B. Pretlove
. Robert A. Saunders
. John W. Leslie

Paul Turner
Hans Breitung

L. R. Lerud

Harold C. Myhre, C.L.U.
. Alf W, Jorgenson

Herbert A. Schwarze
Tillman S. Stevens
Paul E. Almquist
Stephen E. Slocum, Jr.

Gilbert Fritzler

. V. E. Garber

P. T. Jackson
Wm. Kincaid Newman

D. Wray Richardson
J. R. Shultz

Sigvald V. Hjelmeland
Carl M. Grevlos

Gale C. Corson




Organization

The Back to God Hour, Chicago, lllinois
Baldwin-Wallace College, Berea, Ohio

Baptist Foundation of Arizona,
Arizona
Baptist Foundation of Texas, Dallas, Texas

Phoenix,

Barrington College, Barrington, Rhode
Island

Beloit College, Beloit, Wisconsin

Berea College, Berea, Kentucky

Berry College, Mount Berry, Georgia

Bethany Brethren Hospital, Chicago, Illinois

Bethany Theological Seminary, Oak Brook,
[llinois

Bethesda Hospital, Denver, Colorado

Bible Literature International, Columbus,
Ohio

Boy Scouts of America, Kansas City,
Missouri

Brigham Young University, University De-
velopment, Provo, Utah

Bryn Mawr College, Bryn Mawr, Pennsyl-
vania

California Institute of Technology, Pasa-
dena, California

Calvary Bible
Missouri

Capital University, Columbus, Ohio

Catholic Charities, Diocese of Oakland,
Qakland, California

Central Baptist Theological Seminary, Kan-
sas City, Kansas

Christian Church Foundation, Indianapolis,
Indiana

Christian Churches—Pension Fund, Indian-
apolis, Indiana

Christian Herald, New York, New York

College, Kansas City,

The Christian and Missionary Alliance,
New York, New York

Christian Record Braille Foundation, Inc.,
Lincoln, Nebraska

Christian Reformed Board of Home Mis-
sions, Grand Rapids, Michigan

Christian Sanatorium Ass'n., Inc., Wyckoff,
New Jersey

Christian School Educational Foundation,
Grand Rapids, Michigan

Christian Service Brigade, Wheaton, Illinois

Christian Theological Seminary, Indianapo-
lis, Indiana
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Mr,
Mr.
Dr.
Mr.
Mr.
Mr.
Mr.
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Mr.
Mr.
Mr.
Mr.
Mr.

Mr.

Mr.

Rev.

Represented by
Donald Dykstra
R. R. Marshall
Van J. Saul
Milburn N, Cooper
Bevie T. Sanders
J. C. Cantrell
George L. Shearin
Clyde A. Norman, ]Jr.
Charles D. Peters
John H. Lussow

. Leigh A. Jones

John R, Lipscomb
Milford Lady

Frank D. Howell

E. Floyd McDowell
Robert J. Prins
Charles W. Anderson

Elmer Ogren

. Rex W. Hardy

., Paul W. Klug

. William C. Cassell

Chester D. Reich

Robert B. Gronlund

Msgr. John McCracken

Mr.
Mr.
Mr.

Mr.
Mr.
Mr.
Mr

Rev.

Mr.
Mr.

Mr.
Mr.
Mr.

Mr.
Mr.

Hermon C. Dilmore
Jack D. Higgins
James R. Reed

Lester Palmer

Hollis Turley
Laurence S. Heely, Jr.
William C. Stamm
Bernard S. King
Milton H. Quigg

D. C. Duffield

Gerard J. Borst
Clarence J. De Roo
Gerald Knol

Arnold C. Swanson
Bill L. Barnes




Organization

Church of the Brethren—General Brother-
hood Board, Elgin, Illinois

Church of God—Board of Church Exten-
sion & Home Missions, Anderson, In-
diana i

Church of God—Executive Council, Ander-
son, Indiana

Church of the Nazarene, Kansas City,
Missouri

ThShCincinnuti Bible Seminary, Cincinnati,

io

The College of Idaho, Caldwell, Idaho

Concordia, College, Moorhead, Minnesota

Concordia Seminary, St. Louis, Missouri

Dordt College, Sioux Center, lowa

Drake University, Des Moines, lowa
Drew University, Madison, New Jersey

Earlham College, Richmond, Indiana

Eastern Mennonite College, Harrisonburg,
Virginia

Eastern Nazarene College, Wollaston,
Massachusetts

Elizabethtown College, Elizabethtown,
Pennsylvania

Elmhurst College, Elmhurst, Illinois

Emory University, Atlanta, Georgia

The Evangelical Alliance Mission, Wheaton,
Ilinois

Evangelical Free Church of America, Min-
neapolis, Minnesota

Evangelical Theological Seminary, Naper-
ville, Illinois

Evangelical United Brethren Church, Day-
ton, Ohio

Evangelical United Brethren Church—
Board of Pensions, Dayton, Ohio

Faith For Today, Carle Place, New York

Faith Theological Seminary, Elkins Park,
Pennsylvania

Far East Broadcasting Co., Inc., Whittier,
California

Far Eastern Gospel Crusade, Detroit,
Michigan

Findlay College, Findlay, Ohio
The First Church of Christ, Scientist in
Boston, Massachusetts
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Mr.
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Mr.
Mr.
Mr.
Mr.
Mr.
Mr.

Represented by

. Ralph M. Delk

. Robert Greiner

. Harl L. Russell

. Merle Bosworth

. W. E. Reed

. D. R. Troutman

. Gene Baskerville
. Charles V. Weber
. Jonathan T. Gassett
. John Stockton

. Dale T. Adams

. Erwin H. Schwiebert
. Roger E. Swenson
. Robert A. Grunow

. Neal Boersma
. R. J. Dykstra
. Leslie M. Cooper
. Edward P. Hoffer

. Jay Beede

. John Rogers

. Robert Messner

. Samuel Z. Strong

H. E. Heckert

. D. Kenneth Hollinger .

. R. S. Young

. Ray R. Ramseyer

. Dyar Massey

. J. Carlton Seeland
. Darrel D. Stark

. Kenneth 1. Clawson

. Wesley O. Clark
. G. L. Fleming

Wm. R. Lawson
Richard C. Curry

Richard E. Bronson

Ed Bieber

Russell Buri
Richard Oestreicher
Robert E. Crosby
Josiah M. Fowler
Homer B. Shelton




Organization

First Presbyterian  Church,  Pittsburgh,
Pennsylvania

Franklin and Marshall College, Lancaster,
Pennsylvania

Frantzreb and Pray Assoc, Inc, New York,
New York

Free Methodist Church of North America,
Winona Lake, Indiana

Friends Boarding School, Barnesville, Ohio

Friendship Haven, Fort Dodge, Towa

Georgetown College, Georgetown, Ken-
tucky

The “"Go Ye” Mission, Inc, Tahlequah,
Oklahoma

Golden Valley Lutheran College, Minne-
apolis, Minnesota

Gonser, Gerber, Tinker, Stuhr; Chicago
Illinois

Good News Broadcasting Association, Lin-
coln, Nebraska

Grace College, Winona Lake, Indiana

Grand Rapids Christian High School,
Grand Rapids, Michigan

Gustavus  Adolphus College, St. Peter,
Minnesota

Hanover College, Hanover, Indiana

Hastings College

Haverford College, Philadelphia, Pennsyl-
vania

Heidelberg College, Tiffin, Ohio

Hertzler Research Foundation, Halstead,
Kansas

Hiram College, Hiram, Ohio

Howell Advertising Associates, Elmira,
New York

Huggins & Company, Inc, Philadelphia,
Pennsylvania

Humane Society of the U.S.,, N. J. Branch,
Montclair, New Jersey

Huntington College, Huntington, Indiana

Illinois Wesleyan University, Bloomington,
Hlinois

Inter-Varsity Christian Fellowship, Chi-
cago, Illinois

International Group Plans, Washington,
D.C.

International Students, Inc., Washington,

The Iversen Associates, New York, New
York
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Represented by
Mr. Gordon T. Ferm
Mr. F. A. Coburn
Mr. Paul R. Linfield
Mr. Walter Mortenson
Rev. W. Walter Groesbeck

Mr. David H. Brown, Jr.
Dr. Lloyd Scheerer

Mr. Kenneth C. Fendley
Rev. Marvin Eck

Dr. Jim Whitby

Mr. Alvin M. Sanderson
Mr. David H. Gerber
Mr. A. F. Schrader

Mr. Russel H. Dunlap
Mr. Peter Noor, Jr.

Mr. John E. Van Lopik
Mr. R. W. Lawson

Mr. James L. Copeland
Mr. Marvin M. Fink
Mr. Wm. Morris Maier

Rev. C. Kent Chidester, D.D.
Mr. Armin Samuelson

Mr. Paul E. Sago
Mr. Everts H. Howell

Mr. Charles L. Burrall, Jr.
Miss Mary H. Hults
Mr. Don R. Maxfield

Dr. E. DeWitt Baker
Mr. C. Russell Neterer

Mr. Milton W. Moody
Miss Yvonne Vinkemulder
Mr. Richard Leahy

Mr. John B. Bjorklund
Mr. 1. A. Iversen




Organization

Jesuit Deferred Funds (N.Y.), New York,
New York

John Brown University, Siloam Springs,
Arkansas

John Carroll University, Cleveland, Ohio

Juniata College, Huntingdon, Pennsylvania

Kansas 4-H Foundation, Manhattan, Kansas

Kansas State University Endowment Assn.,
Manhattan, Kansas

Kansas Wesleyan University, Salina, Kansas

Keuka College, Keuka Park, New York

The King's College, Briarcliff Manor, New
York

Kings Garden, Inc., Seattle, Washington

Lake Erie College, Painesville, Ohio

Lake Forest College, Lake Forest, 1llinois

LeTourneau College, Longview, Texas

Loma Linda University, Loma Linda, Cali-
fornia

Loyola University of Los
Angeles, California

Lutheran Church in America, New York,
New York

Lutheran Church in America Foundation,
New York, New York

Lutheran Laymen’s League,
Missouri

Lutheran Social Services of South Dakota,
Sioux Falls, South Dakota

Angeles, Los

Saint Louis,

Macalester College, St. Paul, Minnesota
Malone College, Canton, Ohio

Marion College, Marion, Indiana
Marquette University, Milwaukee, Wiscon-

sin
Marymount College, Salina, Kansas

Massachusetts S.P.C.A,, Boston, Massa-
chusetts

Mennonite Board of Education, Akron,
Pennsylvania

Mennonite Board of Missions & Charities,
Elkhart, Indiana

The Mennonite Foundation, Inc., Goshen,
Indiana

Mennonite Church — General Conference,
Newton, Kansas

The Methodist Church—Board of Educa-
tion, Nashville, Tennessee

The Methodist Church—General Board of
Lay Activities, Evanston, Illinois
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. Henry ]. Zenorini, S.].

Stewart Springheld

William D. Fissinger
Bernard P. Taylor

Merle L. Eyestone
Kenneth M. Heywood

J. P. Smith
Theodore R. Lindsley
James Wiegand
Clayton Booth

Sydney L. Hall

. John S. Munshower

Mrs. Faye Bozarth

Mr,
Mr.
Mr.
Mr.

Mr.
Mr.

Herbert E. Hass
Richard A. James
A. W. Spoo
Leland 1. Neff

Arthur G. Midboe
William J. Graham, Jr.

. Chester A. Myrom
. W. H. Wiese

. Harry S. Myers

. James C. Steeg

. C. Sekerak

. Russell S. Baldwin
. James T. Garrett

. Paul McCann

. E. A. Vossman

. N. V. Napier

. P. E. Prickett

. David S. Claflin

. Melvin H. Lauver

. David C. Leatherman
. John H. Rudy

. Wm. L. Friesen

. Edwin E. Smith, Jr.
. Dwight E. Newberg




Organization

Methodist Board of Missions, New York,
New York

The Methodist Church—The National
Division of the Board of Missions, New
York, New York

The Methodist Church—Woman's Division
of the Board of Missions, New York,
New York

The Methodist Church—World Division
of the Board of Missions, New York,
New York

The Methodist Church—Council of World
Service and Finance, Evanston, Illinois

The Methodist Church—The Indiana Con-
ference, Preachers Aid Society, Bloom-
ington, Indiana

The Methodist Church—The WNorthwest
Indiana Conference, Preachers Aid So-
ciety, West Lafayette, Indiana

The Methodist Church—Northern New
York Conference, Watertown, New York

The Methodist Church—Southern Cali-
fornia-Arizona Conference, Los Angeles,
California

Michigan Christian Jr. College, Rochester,
Michigan

Mid-America Nazarene College, Olathe,
Kansas

Midland Lutheran College, Fremont, Ne-
braska

Millikin University, Decatur, Illinois

Missouri Baptist Foundation, Jefferson
City, Missouri

Monmouth College, Monmouth, Illinois

Moral Re-Armament, Inc,, New York, New
York

Mount Vernon Nazarene College, Mt. Ver-
non, Ohio

Muhlenberg College, Allentown, Pennsyl-
vania

Muskingum College, New Concord, Ohio

National Association of Congregational
Christian Churches of U.S., Milwaukee,
Wisconsin

National Church Retirement Residences,
Columbus, Ohio

National Committee for Labor Israel, Inc.,
New York, New York

National Council of the Churches of Christ,
New York, New York
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Mr. George L. Hergesheimer

Mr. Frank A. W. Morrison
Miss Beverley C. Berry
Miss Florence Little

Dr. Ashton A. Almand

Dr. J. Homer Magee
Dr. Merrill B. McFall

Rev. Joseph A. Hornick

Rev. Allan T. Dodge
Mr. A. A. Wright

Mr. Milton B. Fletcher
Rev. George Gardner
Mr. Elmer B. Sasse
Mr. Wayne W. Krows
Mr. Dean Thom

Dr. George S. Hixson

Mr. David D. Fleming
Miss Marilyn Esslinger

Mr. George A. Gribben, Jr.
Rev. George F. Eichorn

Mr. Clancy Biegler
Mr. Peter W. Weston

Mr. Erwin A. Britton

Rev. Allen R. Huber
Dr. J. W. Montgomery
Mr. H. M. Lipsius

Mr. Paul Crooks
Mr. Walter A. Jensen
Mr. Nordan C. Murphy




Organization Represented by

The Navigators, Colorado Springs, Colo- Mr. James W. Downing
rado
New Frontiers of Faith, Tulsa, Oklahoma Mrs. J. J. Fiser
Mr. Robert O. Fraley
New Tribes Mission, Woodworth," Wiscon- Mr, J. B. Knutson
sin
New York Bible Society, New York, New Rev. Youngve R. Kindberg
York Mr. John R. Rhemick
North American Baptist General Confer- Rev. Everett A. Barker
ence, Forest Park, Illinois
North Central College, Naperville, Illinois  Mr. Norbert A. Drake
North Park College and Theological Semi- Dr. Louis J. Person
nary, Chicago, Illinois Mr. Sidney A. Rasanon
Northwest Nazarene College, Nampa, Idaho  Mr. L. Wesley Johnson
Northwestern College, Minneapolis, Minne-  Mr. Harold Allford
sota
Northwestern Hospital, Minneapolis, Min- Mr. Richard M. Carson
nesota
Northwestern University, Evanston, Illinois  Mr. Charles F. Street
Mr. Alban Weber

Oak Hills Fellowship, Bemidji, Minnesota  Mr. Robert M. Page

Oberlin College, Oberlin, Ohio Mr. David W. Clark
Mr. Robert D. Jenkins
Ohio Northern University, Ada, Ohio Mr. Norman K. Quick

Ohio Wesleyan University, Delaware, Ohio  Mr. Robert M. Barr
Oklahoma Christian College, Oklahoma Mr. C. A. Buchanan
City, Oklahoma Mr, J. T. Johnson
The Oklahoma Methodist Foundation, Inc., Mr. Earl S. Walker
Oklahoma City, Oklahoma
Olivet Nazarene College, Kankakee, Illinois  Rev. Louis O. McMahon
The Oriental Missionary Society, Green- Mr. Richard Capin

wood, Indiana Mr. R. H. Harrington
Ottawa University, Ottawa, Kansas Rev. Allan Simpson
Otterbein College, Westerville, Ohio Mr. Chester R. Turner

The Otterbein Home (Aged) Lebanon, Miss Mary McKenzie
hio

Pacific Homes Corporation, Los Angeles, Mr. E. G. Stant
California

Pasadena College, Pasadena, California Mr. Carleton G. Ponsford

The Pentecostal Assemblies of Canada, Rev. C. H. Stiller
Toronto, Ontario

Pepperdine College, Los Angeles, Cali- Mr. James C. Moore, Jr.
fornia

Phillips University, Enid, Oklahoma Mr. H. Hale Staley

Piedmont College, Demorest, Georgia Mr. Max Strang

Pilgrim Holiness Church—World Missions  Rev. M. L. Peterson
Department, Indianapolis, Indiana

Pine Rest Christian Hospital, Grand Mr. Harvey L. Rozema
Rapids, Michigan

The Pocket Testament League, Inc., Engle- Mr. Ernest C. Lubkemann
wood, New Jersey

Pomona College, Claremont, California Mr. R. Coleman Gay

Mr. Richard T. Langan
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Organization

Prerau & Teitell, Esgs., New York, New
York

The Presbyterian Church in the United
States, Inc.,—The Board of National
Ministries, Atlanta, Georgia

The Presbyterian Church in the United
States, Inc—Board of World Missions,
Nashville, Tennessee

The Presbyterian Foundation, Inc., Char-
lotte, North Carolina

Presbyterian-University of  Pennsylvania
Medical Center, Philadelphia, Pennsyl-
vania

Dale Purcell, Consultant, Columbia, Mis-

.‘i()lll'l.

The Reformed Bible Institute, Grand
Rapids, Michigan

Reformed Church in America—The Board
of Pensions, New York, New York

Ripon College, Ripon, Wisconsin

Oral Roberts Evangelistic Ass'n, Inc,
Tulsa, Oklahoma

Roberts Wesleyan College, North Chili,
New York

Rockford College, Rockford, Illinois

Rockhurst College, Kansas City, Missouri

The Salvation Army, Atlanta, Georgia

The Salvation Army, New York, New York

St. John's University, Collegeville, Minne-
sota

St. Lawrence Seminary, Mt. Calvary, Wis-
consin

St. Lawrence University, Canton, New York

St. Leo College, St. Leo, Florida

St. Mary's College, Winona, Minnesota

St. Olaf College, Northfield, Minnesota

School of Theology at Claremont, Clare-
mont, California

Seventh-day  Adventists—Atlantic Union
Conference, So. Lancaster, Massachusetts

Seventh-day  Adventists—Central Union
Conference, Lincoln, Nebraska

Seventh-day Adventists—Columbia Union
Conference, Ass'n.,, Washington, D.C.

Seventh-day Adventists—General Confer-
ence, Washington, D.C.

Seventh-day Adventists — North  Pacific
Union Conference, Portland, Oregon
Seventh-day Adventists—Northern Union
Conference, Minneapolis, Minnesota
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Represented by
Mr. Conrad Teitell

Mr. G. B. Strickler
Mr. James A. Halverstadt

Mr. Frank H. Caldwell
Mr. Daniel L. Uffner, Jr.

Mr. Dale Purcell

Mr. Jack W. Stoepker
Rev. Theodore F. Zandstra

Mr. Leonard W. Vaughan
Mr. Gene Beach

Mr. Howard Dessinger
Mr. Ernest Keasling

Mr. Elwyn M. Williams
Mr. Maurice M. McNellis

Lt. Colonel Guy Hepler
Major Frank Moody
Mr. Jack Seivert

Rev. Kenan Siegel

Mr. Leonard W. Bucklin
Rev. Thomas McCarthy, OSB
Brother 1. Patrick, F.S.C.
Mr. Martin Ackermann

Dr. Buford A. Dickinson

Mr. H. Reese Jenkins
Mr. K. W. Tilghman
Mr. R. E. Spangle

Mr. Alva R. Appel

Mr. Edgar Bradley

Mr. K. H. Emmerson
Mr. B. Noland

Mr. R. E. Osborn

Mr. William E. Phillips
Mr. R. J. Radcliffe

Mr. L. W. Crooker
Mr. Wayne L. Massengill
Mr. Lester W. Hallsted
Mr. L. H. Netteburg




Organization

Seventh-day Adventists—Pacific Union As-
sociation, Glendale, California

Seventh-day Adventists—Southern Union
Conference, Ass'n., Decatur, Georgia

Seventh-day  Adventists — Southwestern
Union Conference Corp., Richardson, Tex.

Seventh-day Adventist Church in Canada,
Oshawa, Ontario

Robert F. Sharpe & Co., Inc.,, Memphis,
Tennessee

Sisters of Mercy, Province of Cincinnati,
Cincinnati, Ohio

Smith College, Northampton, Massachusetts

The Society of the Propagation of the
Faith, New York, New York

South Dakota Methodist Foundation, Mit-
chell, South Dakota

Southern Baptist Convention — Annuity
Board, Dallas, Texas

Southern Seminary Foundation, Louisville,
Kentucky

Starr Commonwealth for
Michigan

Boys, Albion,

Taylor University, Upland, Indiana

Temple Buell College, Denver, Colorado

The Temple Foundation, Inc., Arlington,
Virginia

The Texas Presbyterian Foundation, Dallas,
Texas

Thiel College, Greenville, Pennsylvania

Toronto Bible College, Toronto, Ontario

Trevecca College, Nashville, Tennessee

Unitarian Universalist Association, Boston,
Massachusetts

United Church Board for World Minis-
tries, New York, New York

The United Christian Missionary Society,
Indianapolis, Indiana

The United Church of Canada, Toronto,
Ontario

United Church of Christ—Ohio Confer-
ence Foundation, Columbus, Ohio

The United Presbyterian Church in the
US.A—Board of Christian Education,
Philadelphia, Pennsylvania

The United Presbyterian Church in the
U.S.A.—The Commission on Ecumenical
Missions and Relations, New York, New
York
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Represented by
Mr. 1. E. Anunsen

Mr. A. C. McKee
Mr. H. D. Burbank
Mr. C. Klam
Mr.Robert F. Sharpe
Mr. John H. Rhude
Mr. J. W. Simpkin
Mr. James A. Cousins
Miss Agnes Reithebuch
Mrs. Cecilia Stubben
Mr. Clayton Berry
Dr. R. Alton Reed
Mr. Paul G. Kirkland

Mr. F. J. Coyne
Mr. Howard F. Knorr

Mr. Jay A. Hornick
Mr. Theodore H. Erck
Rev. Glendale Burton

Mr. Tom Brown
Mr. Robert B. Brooks, Jr.

Mr. Andrew E. Davidson
Mr. W. T. Doughatry

Mr. Dayton T. Yoder
Dr. Everett A. Babcock
Mr. Alfred C. Brown
Mr. Garland S. Farmer
Mr. J. Raymond Mills
Mr. L. O. White

Dr. Fred J. Douglas
Mr. Fred M. Johnson

Mr. G. W. Renneisen
Mr. J. Stanley Schmidt

Rev. Norman E. Koehler




Organization

The United Presbyterian Foundation, New
York, New York

United Theological Seminary, Dayton, Ohio

The University of Akron, Akron, Ohio

The University of Cincinnati, Cincinnati,
Ohio

University of Kentucky, Lexington, Ken-
tucky

University of Miami, Coral Gables, Florida

University of the Pacific, Stockton, Cali-
fornia

University
fornia

Upper lowa College, Fayette, lowa

of Redlands, Redlands, Cali-

Vassar College, Poughkeepsie, New York

Villa Madonna College, Ft. Mitchell, Ken-
tucky

The Voice of Prophecy, Glendale, Califor-
nia

Wagner College, Staten Island, New York

Westmar College, Le Mars, lowa

Westminster Theological Seminary, Phila-
delphia, Pennsylvania

Westmont College, Santa Barbara, Cali-
fornia

Wheaton College, Wheaton, Illinois

Wheaton College, Norton, Massachusetts

Willamette University, Salem, Oregon

Wilmington College, Wilmington, Ohio

W inebrenner Theological Seminary, Find-
lay, Ohio

Winona Lake Christian Assembly, Winona
Lake, Indiana

Wisconsin State University—Eau
Foundation, Eau Claire, Wisconsin

Wittenberg University, Springheld, Ohio

Claire

World Gospel Mission, Marion, Indiana

World Literature Crusade, Studio City,
California

Young Life Campaign, Colorado Springs,
Colorado
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Mr. Don E. Hall
Mr.
Mr.
Mr.
Mr.
Mr.
Mr.

Leland A. Pomeroy
Marvin C. Wilbur
Henry W. Brooks

Horace D. Harby

Harvey L. Ingram

Mr. Richard Hills
Mr.
Mr.
Mr.
Mr.

F. T. Jones

L. Victor Atchison
Robert R. Winterberg
Charles O. Pierpoint

Mr. Duane W. Amburn

Mr.
Mr.

John M. Deschere
Richard F. Gibeau

Mzr. Ithiel E. Gillis

Paul W. Dieckman
Clayton Koth
Robert G. den Dulk

M.
Mr.
Mr.

. Norman L. Gross

. Thomas M. Burton
. David L. Roberts

. Donald C. Anderson

. Harry J. Tischbein, Jr.
. Richard Kern

. Morry Carlson

. V. Duane Henre
Dr. Roland C. Matthies
Rev. Howard 1. Westin
Mr. Charles W. Bellus
Rev. Ron Arnold

Mr. John Carter

Charles H. McCracken

. Raymond 1. Brahams, Jr.




CONSTITUTION
of the
COMMITTEE ON GIFT ANNUITIES

Article 1

The Committee on Gift Annuities, hereinafter referred to as the
Committee, shall continue the activities of the Committee on Annuities
organized in 1927 as a Sub-Committee on Annuities of the Committee
on Financial and Fiduciary Matters of the Federal Council of the
Churches of Christ in America.

The Committee shall study and recommend the proper range of
rates for gift annuities and the accepted methods of yield computation
for life income agreements.

The Committee shall also study and recommend the form of con-
tracts, the amount and type of reserve funds, and the nomenclature
to be used in describing, advertising and issuing gift annuities and life
income agreements.

The Committee shall ascertain and report as to legislation in the
United States and in the various states regarding gift annuities and
life income agreements, their taxability, et cetera.

The Committee shall call a conference on Gift Annuities at least
once each four years and invite those who contribute to its activities
to attend.

Article II

The membership of the Committee shall consist of not more
than twenty-five persons. These members shall be chosen by a majority
vote of the Committee from important religious, educational, charitable
and other organizations, issuing and experienced in gift annuities
and /or life income agreements. In electing members to the Committee,
the Committee shall secure nominations from the group from which
the proposed member is to be selected, but such member is not the
agent of the group from which he comes, nor does he bind his group
by any decisions reached by the Committee.

As a general rule, only one representative shall be selected from
each group, unless for special reasons an additional member is selected
by the Committee.
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Article 111

In order to finance its activities and its research in actuarial, finan-
cial, and legal matters, and the publication and dissemination of infor-
mation so obtained, the Committee will collect registration fees from
those who attend its Conferences and annual or periodic fees from
those who make use of its findings and services. It will request gifts
from those groups that cooperate with it to cover the expenses of its
various activities; the amount that it requests to be decided by the
Committee. The Committee will also sell its printed material to pay
for its out-of-pocket expenses.

Article IV

This constitution may be changed, provided the proposed changes
are presented at one meeting of the Committee and voted upon at
the next meeting. Any proposed changes shall be mailed to every
member of the Committee, prior to the meeting on which it shall be
voted upon and approval by two-thirds of the members present and
voting shall be necessary for final approval.

Article V

The Committee will cooperate with the National Council of the
Churches of Christ in the United States of America, but it is entirely
free to draw its members from other groups who are not members
of the National Council,
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Iv.

VL

BY-LAWS

Committee on Gift Annuities

The Officers shall be a Chairman, Vice Chairman, Treasurer,
Secretary, Assistant Treasurer and Assistant Secretary, who shall
be elected at the organizational meeting and thereafter annually
at the first meeting held after January 1st of each year and
shall serve without compensation. A vote of a majority of those
present will elect.

Vacancies in the offices of the Committee shall be filled by the
Committee at any meeting. A vote of a majority of those
present will elect.

The Chairman, Vice Chairman, Treasurer, Secretary, Assistant
Treasurer and Assistant Secretary of the Committee shall fulfill
the usual duties of those offices during their term of office. The
Treasurer shall keep the accounts, and the Secretary shall keep
the Minutes of the meetings of the Committee and each shall
perform such other duties as may be assigned them by the
Chairman or the Committee.

The Chairman, or in his absence from the country, or inability
to act, the Vice Chairman shall call the meetings of the Com-
mittee at such time and place as seems desirable either to the
Committee if it is in session, or to the Chairman if the Com-
mittee is not in session. At least two weeks’ notice of the forth-
coming meeting should ordinarily be given.

Conferences on Gift Annuities shall be called by the Committee
upon a vote of not less than thirteen (13) members either pres-
ent at the Committee Meeting that votes on calling such Confer-
ence, or by correspondence if not present at such meeting.

Members of the Committee on Gift Annuities shall serve for
three years, or until their successors are elected by the Commit-
tee as provided in the Constitution.
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VIIL.

VIIL

IX.

A quorum necessary for the conduct of business of the Com-
mittee shall consist of five members.

Each member is expected to cover his own expenses in com-
ing to the meeting of the Committee and to its Conferences
on gift annuities.

If a member of the Committee cannot be present, he may be
represented by an alternate, pru\'idcd notice of such representa-
tion is given in writing or by telegram to the Chairman prior
to the meeting.

These By-laws may be amended at any regularly called meet-
ing of the Committee, provided the proposed changes are ap-
proved by a two-thirds vote of the members present and voting.
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UNIFORM GIFT ANNUITY RATES
SINGLE LIFE
Adqpted by Conference on Gift Annuiti

es, April 7, 1965

¢s, February 7, 1968

Raie

Age

Rate

UNIFORM GIFT ANNUITY RATES
TWO LIVES — JOINT AND SURVIVOR

Adopted by Conference on Gift Annuities, April 7, 1965
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MEMBERS OF THE COMMITTEE
ON GIFT ANNUITIES

Chairman

MR. CHARLES W. BAAS
Treasurer, American Bible Society

Vice Chairman

DR. ROLAND C. MATTHIES
Vice President and Treasurer,
Wittenberg University

Secretary

DR. CHESTER A. MYROM
Director, Lutheran Church in
America Foundation

LT. COL. G. BLAIR ABRAMS
United Presbyterian Foundation
(Ret.)

DR. ASHTON A. ALMAND
Treasurer, World Division of the
Board of Missions of The Metho-
dist Church

MR. CHARLES L. BURRALL, JR.
Actuary, Huggins & Company, Inc.

DR. WESLEY O. CLARK
Treasurer, The Board of Missions
of the Evangelical United Brethren
Church

MR. JAMES A, COUSINS
National Auditor, The Society for
the Propagation of the Faith

MR. JOHN M. DESCHERE
Comptroller, Vassar College

DR. FRED J. DOUGLAS
Director of Special Gifts, The
United Church of Canada

MISS FLORENCE LITTLE
Treasurer, Woman's Division of
the Board of Missions, The
Methodist Church

MR. D. ALLAN LOCKE
Treasurer, Board of National
Missions, The United Presbyterian
Church in US.A.

DR. J. HOMER MAGEE
Associate Secretary, Council on
World Service and Finance, The
Methodist Church

Treasurer

MR. JAMES A. CHRISTISON, JR.
Associate Executive Secrctarhand
Treasurer, American Baptist Home
Mission Societies

Honorary Chairman

DR. GILBERT DARLINGTON
Consultant, American Bible Society

Honorary Treasurer

MR. FORREST SMITH
American Baptist Foreign Mission
Society um.f

MAJOR FRANK MOODY
Director Deferred Gift Develop-
ment, The Salvation Army, New
York

MR. NORDAN C. MURPHY
Director for Stewardship and
Benevolence, National Council of
{I;es Aﬂ\urchcs of Christ in the

DR. WM. KINCAID NEWMAN
Executive Vice President, The
Pension Boards—United Church
of Christ

DR. R. ALTON REED
Executive , Annuity
Board, Southern Baptist
Convention

MR. GEORGE W. RENNEISEN
Treasurer, Board of Christian
Education, The United Presbyterian
Church in US.A,

MR. HARL L. RUSSELL
Director of Special Gifts, General
Brotherhood rd, Church of the
Brethren

MR. A. W. SPOO
Vice President and Treasurer,
Loma Linda University Corpora-
tion
Dl})._'l’. K. T}{()MPlsaN
irector of Development, Ameri-
can Bible Society

DR. HOLLIS L. TURLEY
President of Pension Fund, Chris-
tian Churches (Disciples of Christ)




