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Trends Seen at SSGA

 Charitable gift annuities are the leading planned gift vehicle today
+ 95% of gift activity
+ 80% of dollar activity

» The “go-to” planned giving vehicle for development staff

+ Easier to open for charity
« Easier for donor to understand

Source: State Street Global Advisors CAM, as of June 30, 2023
The calculations have been rounded.
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Issues

« Gift annuities are a concern for investment/finance staff

+ High payout rates

« Liability- gift annuity payments are backed by the assets of the
issuing organization (charity)
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General Investment Risks

* Inflation Risk
» The risk that investments will not keep pace with inflation, reducing
purchasing power
* Interest Rate Risk
» The risk that interest rates will increase — prices on existing bonds move
in the opposite direction of interest rates
* Market Risk

» The risk that an investment will decline in absolute value — even as
payouts remain constant
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Actuarial Risks

« Payout Risk

« The risk that the guaranteed payouts increase as a % of the
current market value of the gift

* Longevity Risk

» The risk that income beneficiaries outlive life expectancies, especially
as people live longer
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Longevity Risks

* Annuitants are living longer

» Annuitants that make up sizable piece of total pool payment presents risk
to the total pool health

» Older donors present more risk than younger
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Longevity Trends Over Time
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Additional Risks for Gift Annuities

+ Timing Risk
» The risk that investment returns are weak in the early years, making it
difficult to recover market value (especially with continuing payouts)

* Individual Contract Risk

» The risk that individual contracts “go negative,” payouts exhaust gift
value and leave no remainder value. This is a particular concern for
large gift relative to the overall gift annuity assets

» Concentration Risk

» The risk that one individual donor can have a large percentage of the
pool due to one large or multiple gifts
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Impact of Timing

Timing Impact of Gifts
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Source: SSGA
Past performance is not a guarantee of future resus.
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Concentration Risks

» Annuitants that make up a sizable piece of total pool payment
* Present risks to the pool if gift's become unhealthy
» Pool health too dependent on just a few annuitants

» Other risks (longevity, timing, market) can be magnified if a pool has
high concentration risk

» Concentration risk more likely to be seen in smaller pools
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Concentration Risks
Donor 2 67  6/20/2020 Standard $65,000 $59,000 91% 460% S 2990 3.73% 5.1% 21 21
Donor 3 73 4/9/2020  Standard $65,000 $62,000 95% 510% § 3315 4.13% 5.3% 16 16
Donor 4 89 6/1/2017  Standard $51,000 $30,000 59% 650% § 3315 443%  11.1% 14 7
Donor 5 82 1/27/2006 Standard $50,000 $25,000 50% 6.00% § 3000 374%  12.0% 12 10
Donor 6 87 10/27/2017 Standard $50,000 $38,000 76% 720% $ 3600  4.49% 9.5% 15+ 7
Donor 7 73 819/2013 Standard $50,000 $47,000 94% 480% S 2400  2.99% 5.1% 20+ 16
Donor 8 77 2025/2015  Standard $35,000 $30,000 86% 500% § 1750 2.18% 5.8% 20+ 13
Donor 9 78 1012512007 Standard $30,000 $20,000 67% 560% § 1680  2.09% 8.4% 15+ 12
Donor 10 72 813/2012  Standard $30,000 $31,000 103% 450% § 1350 1.68% 4.4% 20+ 17
Donor 11 9  7/10/2018  Standard $25,000 $17,000 68% 930% § 2325 290%  13.7% 1 4
Donor 12 73 1/22/2010  Standard $75,000 $67,000 89% 480% S 3600  4.49% 5.4% 20+ 16
Donor 13 73 121172013 Standard $20,000 $17,900 90% 480% S 960  1.20% 5.4% 20+ 16
Donor 14 77 10/17/2008  Standard $20,000 $22,000 110% 540% § 1080  1.35% 4.9% 20+ 13
Donor 15 70 121122017 Deferred $19,600 $21,000 107% 520% § 1019 127% 4.9% 20+ 19
Donor 16 83 12/22/2017 Standard $18,000 $17,000 94% 6.40% § 1152 1.44% 6.8% 15+ 10
Donor 17 77 6/30/2008  Standard $75,000 70,000 93% 6.00% § 4500  561% 6.4% 15+ 13
Donor 18 75 111112017  Standard $87,000 78,000 90% 510% § 4437 5.53% 5.7% 20+ 15
Donor 19 70 11/1/2017  Standard $95,000 $92,000 97% 470% § 4465  5.56% 4.9% 20+ 19
Donor 20 86  6/29/2010 Standard $50,000 $35,000 70% 460% S 2300  2.87% 6.6% 20+ 8

Source: SSGA

Past not
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Effective Payout vs Contract Payout
» Effective Payout = Annuity Payment/Current Market Value
» Contract Payout = Annuity Payment/Original Gift Value

» Widening spread between the two can be a warning sign gift/pool is
becoming unhealthy
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Asset to Liability Ratio
* Measures how well a charity can cover its annuity obligations
* The lower the ratio the unhealthier the gift/pool
» Declining ratio can be a warning sign
241792111 AMINST 16
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Market Drawdown

» Asizable drawdown in assets can cause damage to a CGA pool

¢ Dot com bubble & Global Financial Crises

¢ Duration of drawdown matters
« GFCvs COVID

2417921.1.1 AMINST 17
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Duration of Drawdown
Gift Value
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Concentration

» Pool health too heavily influenced by just a few annuitants
» Poor timing of a large gift can have an adverse impact on
effective payout and Asset-to-Liability Ratio

» Annuitant diversification usually means a healthier pool
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Inconsistent Gift Activity
» Infrequent gift activity leaves pools more exposed to market timing risk
» Consistent gift activity provides support to the effective payout and A/L
ratio
241792111 AMINST 20
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Follow CGA Best Practices

* Follow ACGA rates

» Establish minimum ages and amounts

» Comply with state regulatory requirements
* Invest the entire amount of the gift

* Invest the assets in a prudent manner

» Understand what assets will be accepted
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Establish Reserve Pools

* Help fund underwater CGA's

» Established in a variety of ways
* Use seed money
» Charge a fee to the pool
* Leave unrestricted terminations in the pool
» Set aside a set percentage of terminations leaving the pool
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Proactive donor outreach
» Approach donors with exhausted gifts or gifts projected to exhaust
» Checking in with deferred gift donors before payments are scheduled to start
» Checking in with existing donors who have smaller payments
241792111 AMINST 24
24

12



4/24/24

Reinsurance

* Removes the liability from issuing organization

» Transfers the investment, longevity, and concentration risk to the
insurance company

« ldeal for large gifts into smaller pools
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Tactical Asset Allocation

» TAA can be an effective way to exploit asset class mis-pricings
» Ability to express a shorter-term macro view

* Risk management s Downside protection

2417921.1.1AMINST 26
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Important Disclosures

Investing in foreign domiciled securities may involve risk of capital loss from unfavorable fluctuation in currency values, withholding taxes, from differences in generally accepted
accounting principles or from economic or political instabilty in other nations. Investments in emerging or developing markets may be more volatile and less liquid than investing
in developed markets and may involve exposure to economic structures that are generally less diverse and mature and to political systems which have less stability than those of
more developed countries.

Investing in REITs involves certain distinct risks in addition to those risks associated with investing in the real estate industry in general. Equity REITs may be affected by changes
in the value of the underlying property owned by the REITs, while mortgage REITs may be affected by the quality of credit extended. REITs are subject to heavy cash flow dependency,
default by borrowers and self-liquidation. REITs, especially mortgage REITs, are also subject to interest rate risk (i.e., as interest rates rise, the value of the REIT may decline).

Investing in high yield fixed income securities, otherwise known as junk bonds, is considered speculative and involves greater risk of loss of principal and interest than investing in
investment grade fixed income securities. These Lower-quality debt securities involve greater risk of default or price changes due to potential changes in the credit quality of the issuer.

Increase in real interest rates can cause the price of inflation-protected debt securities to decrease. Interest payments on inflation-protected debt securities can be unpredictable

Bonds generally present less short-term risk and volatiity than stocks, but contain interest rate risk (as interest rates rise bond prices usually fall); issuer default risk; issuer credit risk:
liquidity risk; and inflation risk. These effects are usually pronounced for longer-term securities. Any fixed income security sold or redeemed prior to maturity may be subject to a
substantial gain or loss.

Government bonds and corporate bonds have more moderate short-term price fluctuations than stocks, but provide lower potential long-term returns.

Companies with large market capitalizations go in and out of favor based on market and economic conditions. Larger companies tend to be less volatile than companies with smaller
market capitalizations. In exchange for this potentially lower risk, the value of the security may not rise as much as companies with smaller market capitalizations.

Investments in small and mid-sized companies may involve greater risks than in those of larger, better known companies.

Investing in commodities entail significant risk and is not appropriate for all investors. Commodities investing entail significant risk as commodity prices can be extremely volatile due to
wide range of factors. A few such factors include overall market movements, real or perceived inflationary trends, commodity index volatility, international, economic and political changes,
change in interest and currency exchange rates.

The S&P 5002 Index is a product of S&P Dow Jones Indices LLC or its affiliates (“S&P DJI") and have been licensed for use by State Street Global Advisors. S&P®, SPDR®, S&P 5009,
US 500 and the 500 are trademarks of Standard & Poor's Financial Services LLC (*S&P"); Dow Jones®is a registered trademark of Dow Jones Trademark Holdings LLC (‘Dow Jones")
and has been licensed for use by S&P Dow Jones Indices; and these trademarks have been licensed for use by S&P DJI and sublicensed for certain purposes by State Street Global
Advisors. The fund is not sponsored, endorsed, sold or promoted by S&P DJI, Dow Jones, S&P, their respective affiliates, and none of such parties make any representation regarding
the advisability of investing in such product(s) nor do they have any liability for any errors, omissions, or interruptions of these indices.

We advise you seek your own legal and tax advice in connection with gift and planning matters. This communication is not intended or written to provide legal or tax advice
This communication also is not intended o written to be used, and cannot be used, for the purpose of avoiding tax-related penalties. (IRS Circular 230 Notice)
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Important Disclosures (Continued)

There are risks associated with investing in Real Assets and the Real Assets sector, including real estate, precious metals and natural resources. Investments can be significantly affected
by events relating to these industries.

The information provided does not constitute investment advice and it should not be relied on as such.
Allinformation has been obtained from sources believed to be reliable, but its accuracy is not guaranteed.

There is no representation or warranty as to the current accuracy, reliability or completeness of, nor liability for, decisions based on such information and it should not be relied on as such
The whole or any part of this work may not be reproduced, copied or transmitted or any of its contents disclosed to third parties without SSGA's express written consent.

ETFs trade like stocks, are subject to investment risk, fluctuate in market value and may trade at prices above or below the ETFs net asset value. Brokerage commissions and ETF
expenses will reduce returs.

The views expressed in this material are the views of SSGA Investment Solutions Group (ISG) through the period ended December 31, 2022 (updated Bi-Annually), and are subject
to change based on market and other conditions. This document contains certain statements that may be deemed forward-looking statements. Please note that any such statements
are not guarantees of any future performance and actual results o developments may differ materially from those projected

Investing involves risk including the risk of loss of principal.

Asset Allocation is a method of diversification which positions assets among major investment categories. Asset Allocation may be used in an effort to manage risk and enhance returns.
It does not, however, guarantee a profit or protect against loss.

The whole or any part of this work may not be reproduced, copied or transmitted or any of its contents disclosed to third parties without SSGA's express written consent.

Allinformation has been obtained from sources believed to be reliable, but its accuracy is not guaranteed. There is no representation or warranty as to the current accuracy,
reliability or completeness of, nor liability for, decisions based on such information and it should not be relied on as such.

Diversification does not ensure a profit or guarantee against loss.
United States: State Street Global Advisors, One Iron Street, Boston MA, 02210.
Web: www.ssga.com/cam

© 2023 State Street Corporation — Al Rights Reserved.

Tracking Number: IDXXXINST

Expiration Date: June 30, 2024
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Dennis Dwyer Vice President of State Street Global Advisors and a Senior Portfolio Manager in the
firm's Investment Solutions Group dedicated to Charitable Asset Management. He is responsible for
assisting clients in the development of asset allocation and investment strategies for their planned
giving portfolios. Prior to joining SSGA in 2000, Dennis worked in State Street's Mutual Fund Division
as a Fund Accountant.

Dennis received a BS degree in Marketing/Management from the University of Connecticut. He holds
the Chartered Financial Analyst designation and is a member of the Boston Security Analysts Society,
as well as the CFA Institute.

Carolyn Freeman Vice President of State Street Global Advisors and is Head of Relationship
Management in SSGA's Charitable Asset Management group, responsible for the client service and
administration of planned gifts.

Carolyn joined State Street Global Advisors in 1990. She speaks on Planned Giving topics at
conferences nationwide. She has served as chairman of the Charitable Asset Management Training
Committee, Work/Life Initiative Committee and the Thought Leadership Committee.

She is on the Board of the Planned Giving Group of New England and is a past member of the Tufts
Medical Center Planned Giving Committee.

Carolyn received her BA from Fordham University.
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Workshop Scenarios

» The following slides provide examples of scenarios we have seen through the
years working with our clients.

* Itis important to know there are not ‘hard and fast’ rules on what to do in each
of the following scenarios. The most beneficial part of the discussion is
educating clients on the potential benefits, and more importantly risks, of each
decision.

2417921.1.1AMINST 34

34

17



4/24/24

Scenario 1

Client A has a CGA pool that was very active in the mid to late 90’s, but gift
activity has fallen off over the last several years. Some of the beneficiaries
from the gifts taken in the late 90’s have outlived life expectancy and the gifts
have exhausted or are approaching exhaustion.

» What types of risk can we identify in this scenario?

* What can be done to mitigate the risk?
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Scenario 2

A 60-year-old donor approaches you asking about a $1M gift. The current
ACGA rate is 5.2%, meaning the annuitant would receive $52k per year.
Below is the current health of the pool:

CGA Characteristics
Current Market Value 3,500,000
Annual Payout ($) 175,000
Contract Payout (%) 55
Effective Payout (%) 5.0
Assets/Liabilities Ratio (%) 197

« Is it okay to accept this gift?

* What are the biggest risks?
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Scenario 3
A 60-year-old donor approaches you asking about a $1M gift. The current
ACGA rate is 5.2%, meaning the annuitant would receive $52k per year.
Below is the current health of the pool:
CGA Characteristics
Current Market Value 3,500,000
Annual Payout ($) 175,000
Contract Payout (%) 5.5
Effective Payout (%) 5.0
Assets/Liabilities Ratio (%) 197
* Your finance staff thinks this gift is too risky for your organization. What
other options could you offer the donor?
241792111 AMINST 38
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Scenario 4

You are a planned giving director of an organization with a healthy CGA
program. After a recent review with your planned gift partner, your finance

staff approaches you and wants to take money out of the CGA program
because it is urgently needed elsewhere.

» What information should you use to make your decision?

2417921.1.1AMINST 39
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Scenario 5
A smaller program with sporadic gift activity notices in a recent review of their
program that the spread between the effective payout and contract payout is
widening.
* What can be done ?
241792111 AMINST 40
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Scenario 6

An organization with an established gift annuity pool is approached by a
donor who wants to establish a $500K charitable gift annuity. When the
planned giving staff informs the potential donor of the current ACGA rate, he
pushes back and says another organization | support is willing to give me a
higher rate.

» Should you give the donor the higher rate?

» What are some other options you can present to the donor?
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Scenario 7
Donor approaches you and wants to gift shares of a thinly traded security.
* What should you do?
241792111 AMINST 42
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Scenario 8

Your organization hires a new CFO. The new CFO does not like Charitable
Gift Annuities and is considering shutting down the program.

* What would you say to convince the new CFO to keep offering CGA's?
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Scenario 9

Your organization currently has a $1M CGA pool. You are approached by a 90-year-
old donor that wants to establish a $5M CGA. You decide to take the gift at the

current ACGA rate. The current asset allocation for the pool is 70% equities and
30% bonds.

+ Should your investment advisor consider an asset allocation change?
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Open Discussion

« Any other scenarios presented by participants

* Q&A for any topics previously discussed
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