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OPENING REMARKS

MR. CHARLES W. BAAS
Chairman, Committee on Gift Annuities

Why a Conference on Gift Annuities?

1. The Tenth Conference on Gift Annuities has been called for

a variety of reasons. First, according to the Constitution of the Com-

mittee on Gift Annuities, a conference must be held at least once

every four years. Your Committee has stretched this article of the

Constitution slightly, as the last Conference was held four years and

two months ago. This meeting was scheduled in December primarily

for the convenience of those attending the Church Pension Confer-

ence, which follows on December 3 and 4.
2. The change in interest rates. At the 1955 Conference the

current net rate of interest earned on invested funds by U. S. Life

Insurance companies, before Federal income taxes, was reported as

3.46 percent. This rate has risen to 3.85 percent in 1958 and no

doubt will be even higher when 1959 figures are available. The

rate of income earned on invested gift annuity funds is, of course,

an important factor in determining gift annuity rates. Perhaps the
expert Econom;st on the program this morning will help the delegates

peer into the future with the hope of glimpsing the level of

interest rates.
3. A new study of mortality among gift annuitants has been

prepared. Dr. George A. Huggins, at the request of the Committee,

has prepared a life mortality study similar to the one presented to

the Conference in 1955. This study covers the five-year period,

January 1954 through December 1958. The study is based on the

Standard Annuity Table, female lives only, with a setback of one

year. It is for both male and female annuitants covering 129,075 life

years of exposure and shows an unfavorable mortality rate of 97.26

percent.
The Committee on Gift Annuities is gratified by the response

of the Sponsors to the questionnaire. There were 79 replies. This

fine response has provided valuable data with which to compare actual

mortality experience with the expected mortality according to the

table upon which the current annuity rates are based. A major part
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of California Department of Insurance. I believe these are the only
state insurance departments which attempt to exercise any real de-
gree of control.

In New York State, for example, the insurance laws through the
insurance department dictate such things as: size of annuity reserves,
maximum annuity rates, the segregation of annuity assets and the
type of investment for annuity funds. The subject of state regulation
of annuity funds will be considered as part of tomorrow morning's
program. The conference will be doubly fortunate in having Dr.
Darlington share his experience and also get the benefit of his com-
ments on a paper prepared especially for this Conference by the Chief
Actuary of the New York State Insurance Department, Charles C.
Dubuar.

7. Recent developments in the life income, variable annuity and
related fields. Emphasis on the future possibility of inflation have
placed doubts in the minds of many prospective donors as to the
wisdom of making investments guaranteeing a fixed annual return.
These doubts plus favorable Internal Revenue treatment of capital
gains resulting from the transfer of appreciated property in exchange
for various agreements offering fluctuating life income, has lead many
of the organizations represented here today to embark on some sort
of life income program. As the use of such plans becomes more wide-
spread, their possible effect on the gift annuity is an important subject.
Thus, Dr. Matthies of Wittenberg University, has been invited to
share with the Conference his wide experience in the field of life
income agreements, as well as to report on the results of the life
income agreement questionnaire mailed to the sponsor organizations.

8. Last and certainly not least, a reason for this Conference is
to provide an opportunity for the representatives of sponsoring in-
stitutions to ask questions.

This discussion opportunity is four-fold as I see it: first, is the
contact with other delegates during and after the formal Conference
Program; second, the availability of members of the continuing
Committee on Gift Annuities, distinguished by their gold-colored
name tags; third, each speaker is requested to allow at least a few
minutes during or after his presentation for questions by the dele-
gates; fourth, three-quarters of an hour has been allotted near the end
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"That the previously constituted Committee on Annuities of
the Federal Council of Churches be continued as a separate
committee under the Division of Christian Life and Work of
the National Council of Churches, U.S.A."

At the Ninth Conference on Gift Annuities held in October,
1955 these actions were adopted by the Conference:

"Whereas the Committee on Annuities was originally a sub-
committee of the Federal Council of Churches of Christ in
America and has been cooperating with the National Council
of Churches of Christ in the United States of America; and
whereas it is the concensus of this Ninth Conference on Gift
Annuities that the Committee on Gift Annuities should be
perpetuated as an independent agency of service to religious,
educational and charitable organizations. . . ."

The succeeding six parts of this seven-part resolution found
in the proceedings of the Ninth Conference on Annuities
called "Wise Public Giving, Series Number 48" outlines the
framework within which the Committee and the Conference
on Gift Annuities is expected to function.

Under this frame of reference, the Committee, now independent,
has a Constitution and By-Laws which were included in the packet
given to you as you came in this morning and which will be pub-
lished as a part of the Proceedings of this Tenth Conference.

To sum up, the Committee on Gift Annuities, since its incep-
tion in 1927, has provided a continuing advisory service in the field
of gift annuities and through conferences on gift annuities has recom-
mended policies believed sound in the use of annuity funds to provide
the maximum income from this source for the issuing organizations
consistent with safety of principal for the annuitant.

Before we start our formal program let me share some statistics
with you. According to the registration cards, we have present 198
official representatives of 150 organizations. These organizations rep-
resent at least a total of 59,030 annuity agreements outstanding with
an original principal value of $84,865,155.
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REPORT ON THE MORTALITY
EXPERIENCE STUDIES

DR. GEORGE A. HUGGINS
Consulting Actuary

When an actuary is introduced to another person, the intro-

ducer sometimes adds "here is a man who can tell you how long you

are going to live". This remark well may be a jocular tribute to the

actuary and his science but the fact is that no actuary can foretell the

lifetime of an individual. However, speaking statistically, if the indi-

vidual is a member of a group that is large enough and the conditions

normal, the actuary can obtain a fairly good approximation of the

average number of years of life ahead of the group of which the

individual is a member, such as ten, twelve or fifteen. The average

years of future lifetime are generally referred to as years of life

expectancy. When life expectancy is applied to an individual life,

it should be done with an understanding of what it really means;

namely, the average future years of life of the group of which the

individual is a member even though some members of the group may

live only a very short time and others a comparatively long time.

It does not need an actuary or a statistician to tell us that in the

general population there is a steady trend towards lengthening of life,

but it does take the actuary or the statistician to make studies that aid

us in determining to what extent the lives are being lengthened. When

this problem is related to a particular group of lives, the best solution

lies in having the actuary make periodic studies of the death rate

among the lives included in the group.

When annuity payments are being made to a group of persons,

the trend to lower mortality with correspondingly longer periods of

life expectancy means longer periods of annuity payments with a

resultant increase in the cost of the annuity program. In order to

offset the so-called adverse mortality experience of the annuity or-

ganization, certain steps have to be taken to meet the increased financial

load. This means putting up a larger sum (reserve) to provide for

the promised annuity or if the sum available is fixed, then reducing

the amount of the annuity accordingly. Annuitants are very human

people. I well recall, when public school teachers covered in a state-

wide retirement system were greatly upset when they were told that,
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during the lifetime of the prime lives, these mortality studies relate
only to the prime lives and to survivor beneficiaries after the death
of the prime life.

In Schedule B, there is shown the distribution by age groups
and sex of the persons entering the annuity rolls during the five-year
period. Here, we see that the accessions are predominantly women
(69.5%). The four age groups (excluding the group age 50 and
under) with the largest numbers of new entrants in order are 71-75;
66-70; 76-80 and 61-65, respectively. The total of these four groups,
5,601, is 61.3% of the 9,133 lives included in the study. It should
be noted that these accessions include the survivor lives, where the
prime lives died during the five-year period ending December 31,
1958, so that there are more lives involved than just those entering
upon a new single life or joint life and survivor annuity.

In Schedule C are shown the uniform gift annuity rates now in
use, Column (A). Shown in Column (B) are the ungraded, tabular
annuity rates based on the 1955 American Annuity Table. In Column
(C) are shown the annuity rates of Column (B) graded in the same
manner as the rates of Column (A). All rates are calculated on the
same formula; namely, a 50% residuum, interest at 3% per annum
with a loading for expenses of 5% of the total gift.
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SCHEDULE B

GIFT ANNUITY MORTALITY STUDY

ACCESSIONS

JANUARY 1, 1954 THROUGH DECEMBER 31, 1958

Age
Group

Female
Lives

Male
Lives Total

50 and under 633 441 1,074

51-55 446 174 620

56-60 559 200 759

61-65 862 337 1,199

66-70 1,105 415 1,520

71-75 1,148 435 1,583

76-80 894 405 1,299

81-85 510 255 765

86-90 166 111 277

91-95 23 14 37

Total 6,346 2,787 9,133
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GIFT ANNUITY MORTALITY STLJDY
LIST OF ORGANIZATIONS WHOSE DATA WERE INCLUDED IN STUDY

Number of Lives

Living
12-31-58

Deceased
1-1-54 Name of Organization
to

12-31-58

13 0 American Advent Mission Society, Inc.
American Baptist Convention-

34 12 Board of Education and Publication
402 125 Foreign Mission Society
263 93 Home Mission Society
355 137 Ministers and Missionaries Benefit Board
204 67 Woman's Foreign Mission Society
139 61 Woman's Home Mission Society

9,236 1,493 American Bible Society
383 98 American Board of Commissioners for Foreign Missions
450 61 American Leprosy Missions, Inc.
94 11 American Lutheran Church
86 34 American Sunday-School Union
177 45 American Tract Society, Inc.
143 19 Assemblies of God—General Council
111 7 Augustana Evangelical Lutheran Church—Foundation
3 0 Baptist Foundation of South Carolina, Inc.
33 7 Bethel College and Seminary
12 6 Bethesda Hospital and Deaconess Association
39 1 Biblical Seminary in New York
191 43 Christian and Missionary Alliance
438 132 Church of the Brethren—General Brotherhood Board
133 19 Church of God—Board of Church Extension and Home

Missions
296 88 Congregational and Christian Churches, Board of Home

Missions
5 1 Dakota Wesleyan University

40 4 Denison University
8 1 DePauw University
89 19 Disciples of Christ—Pension Fund
111 19 Evangelical Lutheran °lurch—Abiding Memorial

Foundation
115 28 Evangelical and Reformed Church—Board of

International Missions
36 3 Glenmary Missioners
18 4 Goshen College
74 25 Illinois Wesleyan University
14 1 Iowa Methodist Hospital
5 0 Lutheran Old People's Home, Inc.
44 9 Massachusetts Society for the Prevention of Cruelty to

Animals
8 4 Methodist Church—

Board of Temperance
29 13 Conference Claimants' Endowment Board of the

California Annual Conference
539 184 Division of National Missions of the Board of

Missions
1,042 253 Division of World Missions of the Board of Missions

16 8 Methodist Home for Aged
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on its outstanding agreements, calculated in accordance with
section two hundred five of this chapter, and a surplus of ten per
centum of such reserve or the amount of one hundred thousand
dollars, whichever is the higher.''

In Section 205, "Valuation of life insurance policies and annuity
contracts", there is included the provision:

Subsection 3. (a) "The minimum standard for the valuation of all such policies
and contracts shall be the commissioners reserve valuation
method defined in paragraph (b), three per cent interest and
the following tables:"

........
(iii) "For annuity and pure endowment contracts, excluding

any disability and accidental death benefits in such
policies, and excluding annuities involving life con-
tingencies provided or available under optional modes
of settlement in life insurance policies or annuity con-
tracts, the 1937 Standard Annuity Mortality Table."

It is our interpretation of the above provisions, that the maximum
annuity rates of New York would be based on the 1937 Standard
Annuity Mortality Table, with interest at 3% per annum, with a
50% residuum, and with no deduction for expenses, such as the
5% expense allowance in the existing uniform rates. It is on this
basis that the "New York Maximum Rates" in the attached exhibit
were calculated.

If a mortality table other than the 1937 Standard Annuity Mor-
tality Table, such as the 1955 American Annuity Table and/or a
rate of interest other than 3% were adopted for gift annuity rates
and reserves, such mortality table and interest rate would become
the basis for determining the maximum rates under the New York
supervisory laws, provided such a basis produced lower maximum
rates than under the 1937 Standard Annuity Mortality Table and
interest at 3%. An assumed rate of interest materially higher than
3% might produce rates in excess of the rates calculated in accordance
with the latter table and interest assumption.
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REPORT ON THE MORTALITY EXPERIENCE STUDIES

COMPARISON OF ANNUITY RATES

Age
Present Rates Based on Recent Mortality New York
Uniform
Rates 3%* 31/4% 31/2%

Maximum
Rates**

45 3.7% 3.6% 3.8% 4.0% 4.0%

50 3.9 3.8 4.0 4.2 4.3

55 4.2 4.0 4.2 4.4 4.6

60 4.5 4.3 4.5 4.7 4.9

65 5.0 4.7 4.9 5.1 5.5

70 5.5 5.3 5.5 5.7 6.1

75 6.3 6.1 6.3 6.5 7.0

*Rates shown in Column (C) of SCHEDULE C of the Report on the Mortality
Experience Studies.

**Based on 1937 Standard Annuity Table, female ages, interest at 3%, 50%
residuum, semi-annual installments and with no deduction for expenses.
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in making each gift annuity organization apply for a special license
or permit.

While this second revision of the Insurance Law of New York
State was being considered, members of your Committee on Annuities

cooperated with Professor Edwin Patterson of the Columbia Law
School, who was chairman of the Revision Committee, and with the
Joint Legislative Committee and with the department staff, including

Mr. Charles C. Dubuar, in helping to write the new code.

At the Sixth Conference on Annuities on October 4th and 5th,

1939, Charles C. Dubuar, Principal Actuary of the Insurance Depart-

ment of the State of New York, was present and explained its pro-

visions and how to comply with them. A form of resolution to be used

in order to comply with the new law and to secure a permit to accept

and administer gift annuities, approved by a special meeting on October

19, 1939, was published in the minutes of the Sixth Conference.

His paper on the State Regulation of Gift Annuity Funds pre-

pared for this Tenth Conference dealing with the experience of the

Insurance Department of New York State under the new law from

January 1, 1940, is very informative and complete when added to his

paper at the Sixth Conference in 1939. The present paper shows the

growth in the amount of assets and the number of the annuities in

force from the end of 1941 to December 31, 1958 as follows:

Annual
Number of Total Assets Annuities in Force

End Year Active Societies in millions Number Amount

1941 25 $24.3 19,927 $1,957,000

1950 25 28.8 28,382 2,014,000

1958 24 36.5 36,799 2,421,000

It also has some suggestions that are of value in improving the

record in years to come. These are:

1. There should always be equality of treatment of annuitants

purchasing contracts during the same period. No favoritism

should be shown.
2. All board minutes or correspondence having to do with general

policy matters or annuity fund operations, and complete in-
formation about the reserve data, should be in segregated

form, ready for review.

36



3. A record of the advertisements that are used should also
be available for review to see if proper terminology is used
and that it is made plain that the principal of the annuity
is an absolute and irrevocable gift.

We are much indebted to him for his generous help and regret
that he could not be with us to present it in person.

The maximum gift annuity rates that are legal in New York State
are determined by Section 45 of the Insurance Law that reads:

"Every such corporation or association shall, before making any such
agreement, file with the superintendent copies of its forms of agree-
ments with annuitants and a schedule of its maximum annuity rates,
which shall be so computed, on the basis of the annuity standard
adopted by it for the calculation of its reserves, as to return to such
corporation or association upon the death of the annuitant a residue at
least equal to one-half the original gift or other consideration for such
annuity."

Although if your organization has a permit to issue annuity gifts
in New York, it may choose a different standard of valuation for its
reserves than that called for in Section 205.3 (a) III, the standard
chosen cannot provide lesser reserves than the minimum reserves
required by Section 205.3 (a) III "the 1937 Standard Annuity Table"
with interest at 3 percent.

Of the 24 non-profit organizations that hold gift annuity permits
in New York, Mr. Dubuar reports that on December 31, 1958 over
two-thirds of their reserves were based on the Standard Annuity Table

at 3 percent which is the present legal standard.

$14,185,562 is on the 1937 Standard Annuity Table at 3%
2,282,849 is on the 1937 Standard Annuity Table at 21/2%, ages set

back 1 year, loaded 61/2%
436,166 is on 1937 Standard Annuity Table at 21/2%, male set

back 2 years, female 3 years
655,192 is Combined Annuitants Table at 3%

2,999,095 is Combined Annuitants Table at 31/2%
611,351 is Combined Annuitants Table at 4%

1,198,359 is Original principal of gifts
1,427,112 is standards not separated but grouped

$23,795,686 Total

III. California State Regulation of Gift Annuity Funds

In my paper on "Legislation and Taxation" at the first Conference
on Gift Annuities, in 1927, I called attention to the Political Code of
the State of California that provided that "charitable, religious, benevo-
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lent, or educational societies, corporations, institutions or associa-

tions (pecuniary profit not being the object or purpose) must secure

a permit or certificate of authority from the Insurance Commissioner

of the State." "On granting such a permit or certificate the Commis-

sioner shall require that a reserve fund be established and maintained,

based on McClintock Table of Mortality among Annuitants with in-

terest at 31/2 percent." The 1925 law as amended provided that all

those issuing gift annuities "shall file with the Insurance Commissioner

a true and complete copy of each annuity agreement, giving the value

of the property granted, the amount or amounts of annuity to be paid,

and the manner and intervals at which such payments are to be

made. Furthermore, it must show the value of the benefits granted

which shall in no case exceed by more than 15 percent the net single

premium for such benefit or benefits as determined in accordance with

the standard of valuation prescribed. Each agreement must have writ-

ten on it an endorsement giving the reasonably commensurate value

in a form prescribed by the Insurance Commissioner."

The American Bible Society had maintained an office in California

for many years. Although we did not, as a general policy, solicit an-

nuity gifts or receive money by our personal representatives for an-

nuities in California, we decided to secure a Certificate of Authority

because at that time our legal authority in New York might have

been questioned in California. This Certificate of Authority was issued

October 19, 1925 under Section 596 of the Political Code of the

State of California and cost $10. We have since reported each three

months all the annuity gifts that we have received from residents of

California. The amounts received as these gifts come in by mail and

the agreements themselves are forwarded through the mail. Each agree-

ment has printed on it the statement of its reasonably commensurate

value of the benefits granted as required by California law.

At the present time there are about 70 grant and annuity societies

licensed in California under Sections 11520 to 11524 of the California

Insurance Code. The valuation standard since January 1, 1950 is the

1937 Standard Annuity Table at 21/2 percent. The Insurance Com-

missioner has authority to prescribe other valuation standards but as

yet no action has been taken. The present law in California is as follows:
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CALIFORNIA INSURANCE CODE SECIIONS
11520 to 11524, Inclusive

11520. The following organizations and persons may receive
transfers of property, conditioned upon their agreement to pay an
annuity to the transferor or his nominee, after obtaining from the
commissioner a certificate of authority so to do:

(a) Any charitable, religious, benevolent or educational organi-
zation, pecuniary profit not being its object or purpose, after being
in active operation for at least 10 years;

(b) Every organization or person maintaining homes for the
aged for pecuniary profit.

The provisions of this section shall not apply to organizations
subject to and operating under Chapter 3, Division 3, of the Welfare
and Institutions Code.

11521. Upon granting to such organization or person a certifi-
cate of authority to receive such transfers, the commissioner shall
require it to establish and maintain a reserve fund adequate to meet
the future payments under its outstanding annuity contracts and in
any event not less than an amount computed as follows:

(a) In case of annuities payable under agreements made prior
to January 1, 1950, in accordance with the standard of valuation based
upon McClintock's table of mortality among annuitants, with interest
assumption at 31/2 percent per annum.

(b) In the case of annuities payable under agreements made on
and after January 1, 1950, in accordance with the standard of valua-
tion based upon the 1937 Standard Annuity Table, with interest as-
sumption at 21/2 percent per annum, or other table of mortality de-
rived from recent annuity experience, with interest assumption not
higher than is currently yielded on safe securities, as may be pre-
scribed by the commissioner.

For any failure on its part to establish and maintain such reserve
fund, the commissioner shall revoke its certificate of authority.

11522. Every organization or person holding a certificate of au-
thority to receive transfers under this chapter, shall file with the com-
missioner a copy of each agreement entered into between such permit
or certificate holder and the transferor.

11523. Such annuity agreement must show:
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(a) The value of the property transferred.

(b) The amount of annuity agreed to be paid to the transferor

or his nominee.

(c) The manner in which, and the intervals at which, such an-

nuity is to be paid.

(d) The age, in years, at or nearest the date of such agreement,

of the person during whose life the annuity is to be paid.

(e) The reasonably commensurate value, as of the date of such

agreement, of the benefits thereby created. This value shall not exceed

by more than 15 percent the net single premium for such benefits,

determined in accordance with that standard of valuation set forth

in subdivision (a) or (b) of Section 11521 which is applicable to

such agreement as the minimum standard of valuation.

11524. Except as prescribed in this chapter, such organization

or person shall be otherwise exempt from the provisions of this code

and other insurance laws of this State, except the provisions of Sec-

tions 730 to 737, Section 1011, Sections 1012 to 1044, and Sections

1056.5 to 1061. The cost and expense of examining such organiza-

tion or person shall be paid as prescribed in Section 736.

IV. Replies to Questionnaire on State Legislation

Seventy-two replies were received from twenty-two different

states, the District of Columbia, and one from Canada, to the ques-

tionnaire concerning state legislation of gift annuities. One reply was

received from each state except as otherwise noted.

California (4), District of Columbia, Florida, Georgia, Illinois (8),
Indiana (6), Iowa, Kentucky (3), Michigan (4), Minnesota (2),
Missouri (2), Nebraska, New Hampshire, New York (18), North Caro-
lina (3), Ohio (5), Pennsylvania (4), Rhode Island, South Dakota,
Tennessee, Texas, Virginia, Wisconsin.

New York State seems to have the most complete and compre-

hensive supervision of gift annuities. California also has specific legis-

lation dealing with gift annuities, as is shown earlier in my report.

Gift annuities are not directly mentioned or referred to except in the

insurance laws of New York and California. New York provides for

a Permit and California for a Certificate of Authority if the condi-

tions laid down in the law are met. In other states, where there is no

positive legislation dealing with gift annuities as a group, it may be
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possible to get authority by a special act of the legislature to accept,
invest, and administer gift annuities.

Twenty-six of the replies to the questionnaire, which came from
16 different states, indicated that they considered that their organi-
zations had special authority in their charters to accept, invest, and
administer annuity gifts. As, however, they did not give the clause,
it is not certain that gift annuities were specifically mentioned in
each charter along with the right to accept other "gifts." Six of these
26 were in New York State, but all of these now have permits from
the Superintendant of Insurance of New York State and report to
him fully each year. Evidently they did not consider that the clauses
referred to in their charters were a complete and final answer to their
needs.

The following information from the states of Illinois, Ohio, and
Pennsylvania is of interest for charitable organizations issuing gift
annuities in those states:

STATE OF ILLINOIS
WILLIAM G. STRATTON

Governor

DEPARTMENT OF INSURANCE
SPRINGFIELD

November 18, 1959
JOSEPH S. GERBER

Director

Mr. Gilbert Darlington
Honorary Chairman
Committee on Gift Annuities
450 Park Avenue
New York 22, New York

Dear Mr. Darlington:

I have your letter of November
Gerber, Director of Insurance of the
question of gift annuities.

We have no law on the Illinois

F. VERNON ROSENTHAL
Assistant Director
JAMES W. ROSS

Chief Deputy

13, addressed to Mr. Joseph S.
State of Illinois, regarding the

statute regarding this question.
Consequently, I cannot give you a comprehensive answer to your com-
munication.

Annuities provided by religious, educational and charitable or-
ganizations have been considered as not coming under the control
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of the Illinois Department of Insurance providing such organizations

do not use an insurance company as a vehicle for the distribution of

such annuities.
I do know that the statutes of some states do place the control

of such annuities under the supervision of their respective insurance

departments.
(Signed)

Very truly yours,

James W. Ross
Chief Deputy

MICHAEL V. DISALLE EDWARD A. STOWELL

Governor Superintendent of Insurance

STATE OF OHIO

DEPARTMENT OF INSURANCE

115 East Rich Street

Columbus 15

Mr. Gilbert Darlington
Honorary Chairman
Committee on Gift Annuities

450 Park Avenue

New York 22, New York

November 19, 1959

Dear Mr. Darlington:

In reply to your letter of November 13, please be advised that

Chapter 3915 of the Ohio statutes outlines the standard provisions and

standard prohibitions to be included in contracts issued by a life in-

surance company. However, Section 3915.02 exempts annuities from

the provisions of this chapter. Therefore, this Department has no meas-

uring stick under which to file annuities and therefore annuities are

exempt from the supervision of this Department.

We have no copies of the Insurance Laws of Ohio available for

distribution but the same may be purchased from the W. H. Anderson

Company, 50 Main Street, Cincinnati, Ohio. The price is $7.50.

In light of the exemption outlined above, there would be no re-
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securing an annuity paying the wife a like amount at her age at that
time.

Our final discussion involves the gift tax. Our law imposes upon
a donor a gift tax liability when he makes a gift in any one year in
excess of $3,000 to one person and such excess is greater than his life
time exemption of $30,000. If the donor's spouse joins him in making
the gift, the amounts are doubled. That is to say, a husband and wife
jointly, for gift tax purposes, have an annual exclusion of $6,000 and
a lifetime exemption of $60,000. However, even if the donor of a gift
to a church or charity is required to file a gift tax return (Form 709)
a deduction is allowed on that form for the gift to charity.

You may have a gift tax liability when the donor-annuitant
includes another in a Joint and Survivor annuity where the other
annuitant is a spouse or another person or where a gift annuity is
purchased by one person on the life of another. The value of the
annuity going to another is subject to the gift tax. The value of the
annuity going to the other person is again determined by comparison
with the cost of a commercial insurance of that annuity or the allocable
part.

SCHEDULE E

INCOME FROM PENSIONS AND ANNUITIES

General Rule
1. Investment in contract $3400.00 4. Amount received this
2. Expected return 4050.00 year $225.00
3. Percentage of income 5. Amount excludable (line

to be excluded (line 1 4 multiplied by line 3) 188.77
divided by line 2) 83.9% 6. Taxable portion (excess

of line 4 over line 5) 36.23

Figuring Tax On The Exchange Of Appreciated Property For A Gift Annuity
1. Taking the age of the single life annuitant, find the rate on the

"Uniform Gift Annuity Rates" adopted by the Conference on Gift Annuities.
There is another table for uniform joint and survivor annuities.

2. Ascertain the present fair market value of the property being transferred
for the annuity.

3. Multiply the rate of (1) by the present market value of (2) which
equals the dollar amount per year to be received by the annuitant or annuitants.

4. Ascertain the cost of a single payment annuity issued by an insurance
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GIFT ANNUITY PROMOTION AND TERMINOLOGY

MR. CHESTER A. MYROM
Executive Director, United Lutheran Church Foundation

This 1959 Conference on Gift Annuities follows in the tradition

of earlier conferences in that it is designed to give opportunity to rep-

resentatives of the many gift annuity issuing agencies of the nation

to consider together matters of common concern, particularly those

of a somewhat technical nature—such as mortality experience, interest

rates, investment outlook, etc.—and their implications, if any, for

prevailing uniform gift annuity rates.
Mindful, however, that more and more agencies and institutions

are soliciting funds on the basis of gift annuity agreements, with the

likely consequence that many persons present may be attending their

first annuity conference, the program committee decided early this year

that some consideration of matters related to promotion and adminis-

tration might helpfully be included in the agenda.

As a consequence of that conclusion a questionnaire was author-

ized. It was agreed that a compendium of prevailing patterns of practice,

experience and opinion among gift annuity issuing agencies would be

relevant, authoritative and useful. The ready willingness of nearly 60

agencies to complete the questionnaire so that the program committee's

objective might be achieved is gratefully acknowledged.

Your speaker, a relative newcomer to this fellowship, whose

privilege it has been to develop the questionnaire and to tabulate the

responses, has become aware that the questionnaire procedure is by

no means an innovation in the history of this association. To illustrate,

in the fall of 1931 the Chairman of the Sub-Committee on Annuities

of the Committee of Financial and Fiduciary Matters of the Federal

Council of the Churches of Christ in America circularized a group of

religious and charitable organizations with a questionnaire on annuities

and received better than 50 replies. One of the questions asked was:

"How long have you been receiving gifts on the annuity plan ?"

Replies indicated that the American Bible Society was the pioneer with

a gift annuity history at that time covering a period of 110 years. The

American Baptist Home Missionary Society had started writing annuity

agreements 91 years before while the others reported dates of inception

ranging from 27 to 82 years prior to 1931.
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Annuities Life Income Contracts

7. Annuities involve setting up of
reserves and complying with
state regulations, about which we
heard so lucidly this morning. It
also involves more complicated
accounting on the part of your
bookkeepers or accounting of-
ficers.

8. Annuities offer excellent gross
return at sixty and over.

9. The
that
not
and

advantage for an annuity is
it is well known and does
need as much explanation
publicity.

10. Annuities currently attract well-
to-do widows or retired folk as
the most likely prospects.

11. Annuities are seldom practical on
the retention of a specific asset—
for instance, a block of closely
held stock that has no ready mar-
ket, or a piece of real estate that
has only limited income.
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Life income contracts have no such
complexity and no regulation, so far
as I know, by any state body.

Life income contracts do better than
this for a person in a high income
bracket, if the tax-free plan is used.

Life income contracts, on the other
hand, always leave to a donor the
evaluation of your investment policies.
Under the normal life income con-
tract, you agree to pay out the earn-
ings of your investment pool and, if
you do not have a smart investment
counsel and are building only a mini-
mal income, the donor is going to be
quite critical of your achievements. A
further hazard is a concern at what
level your donor "buys into" your
investment pool.

Life income contracts, especially the
tax-free kind, are attractive to busi-
nessmen at the crest of their incomes
and at the crest of their careers. For
many years we seldom had the op-
portunity of approaching a person at
the height of his career and interest-
ing him in an annuity, because he was
too busy making money. Now, on the
other hand, many men are primarily
occupied with saving it from the tax
collector.

Life income contracts, on the other
hand, can be used in the nature of a
trust. For example, in my own case,
we acquired a building at an agreed
valuation of $250,000, with the un-
derstanding that we would hold it
until we could get this price for it.
During the time that we were holding,
we operated it as trustee under a trust
agreement with ourselves as trustees
for ourselves—and this is legal. We
collected the net rental from the
property and paid it to the donor, and
all this was completely subject to in-
come tax. Then, when we sold the
property for $250,000, we put it into





MINUTES

TENTH CONFERENCE ON GIFT ANNUITIES

Hotel Park-Sheraton, New York City

Tuesday and Wednesday, December 1-2, 1959

Mr. Charles W. Baas, Chairman of the Committee on Gift An-

nuities, called the meeting to order at 10:00 a.m. Lt. Col. L. M. Sehl,

Secretary, Legacy, Legal and Annuity Department, The Salvation Army,

pronounced the invocation.
Chairman Baas then made an introductory statement in which

he extended official as well as personal greetings and welcome to the

delegates to the Conference. He briefly enumerated the highlights of

the program that had been prepared and briefly sketched the history

of the Committee on Gift Annuities.
Mr. Baas then announced that at its meeting on November 24,

1959 the Committee on Gift Annuities had accepted the resignation

of three persons from the Committee, for reasons of retirement or

changed professional situation, and had elected three others to replace

them. Those who had resigned were Dr. H. Burnham Kirkland,

Former Treasurer, Division of World Missions of The Methodist

Church; The Reverend H. Spenser Minnich, Former Director of Spe-

cial Gifts, General Brotherhood Board, Church of the Brethren; and

Dr. Frank J. Scribner, General Secretary, Retired, Congregational

Christian Pension Boards.
Elected to replace them were the following persons, who were

present and were introduced: Dr. Ashton A. Almand, Treasurer, Di-

vision of World Missions of The Methodist Church; Dr. William

Kincaid Newman, General Secretary, Annuity Fund for Congrega-

tional Ministers; and Mr. Harl Russell, Director of Special Gifts,

Church of the Brethren.

It was announced also that Chester A. Myrom, Executive Direc-

tor of the United Lutheran Church Foundation, had been named to
fill the position of Secretary, formerly held by Dr. Kirkland. It was
stated that Mr. Myrom had also been named Secretary for the Con-
ference.

Chairman Baas then presented the suggested names for a Reso-

lutions Committee. These were unanimously approved by the Confer-
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ence. They were the following: Chairman, George W. Renneisen,
Board of Christian Education of the United Presbyterian Church in
the U.S.A.; Robert Greiner, General Brotherhood Board of the
Church of the Brethren; Allen F. Hawley, Vice President, Pomona
College; Alf W. Jorgenson, Abiding Memorial Foundation, Evan-
gelical Lutheran Church; George A. Huggins, Huggins and Company;
T. K. Thompson, Executive Director of the Joint Department of Stew-
ardship and Benevolence, National Council of Churches of Christ in
the U.S.A.; Chester A. Myrom, Executive Director, United Lutheran
Church Foundation; and Charles W. Baas, Treasurer, American Bible
Society, Ex Officio.

The program of the Conference got under way at 10:30 a.m.
when Dr. George A. Huggins, Consulting Actuary, was called upon
to present his preliminary statement concerning the comprehensive
actuarial study which he and his staff had been commissioned to under-
take. His presentation appears in full elsewhere in this volume, under
the title "Report of Actuary on the Mortality Experience Studies".

Dr. John Harriman, Economist Tri-Continental Corporation—Pro-
fessor of Finance, Graduate School of Business Administration, New
York University, then addressed the Conference on the subject "In-
terest Rates and Investment Outlook".

At 12:00 noon the Conference recessed for luncheon. A feature
of the luncheon period was the "surprise" recognition of and tribute
to Dr. Gilbert Darlington, former Chairman of the Committee on
Gift Annuities. Dr. Huggins presided over this brief and pleasant
interlude. He spoke with appreciation for Dr. Darlington's many years
of service as Chairman of the Committee on Gift Annuities and as
Treasurer of the American Bible Society.

Other speakers paying tribute to the guest of honor were Dr. John
Harriman, who in his remarks said "I am a neophyte member of the

Finance Committee of the American Bible Society. May I confess to

you that I didn't lcnow until a short time ago that Dr. Darlington had
'retired.' I had been observing him at work at a pace to outstrip most
of us".

Chairman Baas then presented Dr. Darlington with an attractive
silver tray which had been suitably inscribed for the occasion.

At 2:15 p.m. the afternoon session began with a continuation of
Dr. Huggins' report. There was extended discussion of the implica-
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previously distributed to the registrants. This latter statement as well
as that of Dr. Darlington appear elsewhere in this volume.

Chairman Baas then introduced Mr. Sydney Prerau, Director,
J. K. Lasser Tax Institute, who addressed the convention on the subject
"Taxation of Gift Annuities". His address is included elsewhere.

The concluding presentation of the morning was given by Mr.
Chester A. Myrom, Executive Director of the United Lutheran Church
Foundation, who presented a paper on the subject "Gift Annuity
Promotion and Terminology". In it he reported on the responses re-
ceived to a questionnaire, authorized and distributed earlier by the
Committee on Gift Annuities, which inquired into prevailing practices,
experience and opinion of gift annuity issuing agencies and institutions.
Sixty-one responses had been received. The full text of his report also
appears elsewhere in this volume.

Dr. Huggins then called for the floor and spoke briefly, commend-
ing the Conference for its action on the annuity rate structure.

The Conference recessed for luncheon at 12:00 noon. Since there
was to be no formal program in connection with it, Chairman Baas
announced that the final session would begin fifteen minutes earlier than
had been previously announced.

The feature presentation at the outset of the afternoon session
was a "Comparison of Gift Annuities With Life Income and Other
Agreements" presented by Dr. Roland C. Matthies, Vice President and
Treasurer of Wittenberg University. The text of his address appears
elsewhere.

The Rev. T. K. Thompson, Executive Director of Stewardship and
Benevolence, National Council of Churches of Christ in the U.S.A.
was then introduced as moderator of a question and answer period.
Some forty different questions had been submitted through the response
to the questionnaire as well as in writing during the Conference.
These were directed to a panel of "experts". This proved to be a help-
ful and stimulating period. Members of the panel were Mr. Baas, Dr.
Darlington, Dr. Huggins, Mr. Prerau, Mr. Myrom and Dr. Matthies,
together with Dr. J. Homer Magee, Council on World Service and
Finance, The Methodist Church, Mr. John Rosengrant, Commission on
Ecumenical Missions and Relations, The United Presbyterian Church
in the U.S.A., and Col. G. Blair Abrams, Salvation Army (retired),
now with the United Presbyterian Foundation.
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2. the payments on account of this gift annuity agreement be referred
to as "Annuity Payments";

3. in speaking of, promoting or advertising gift annuity agreements such
terminology as "bonds", "interest", "principal" which apply to
other forms of agreements, should be carefully avoided.

VIII. Be It Resolved that the Conference asks the Committee on Gift
Annuities to give consideration to the possibility of preparing a
booklet which would enable institutions to readily compute the
tax implications of an annuity gift.

IX. Be It Resolved that the Committee on Gift Annuities prepare
a recommended form of a gift annuity agreement.

X. Be It Resolved that the Conference directs the Committee on
Gift Annuities to request the Internal Revenue Service to review
its practice of valuing gift annuities on an assumed interest
rate of two percent.

XI. Be It Resolved that the Tenth Conference on Gift Annuities
urges and encourages all organizations issuing gift annuity
agreements to give consideration to the adoption of the Uniform
Gift Annuity Rates as a maximum.

XII. Be It Resolved that the Tenth Conference on Gift Annuities
held in New York December 1 and 2, 1959, representing 153 re-
ligious, educational, charitable, and character-forming agencies
from 26 states of the United States directs the Committee on
Gift Annuities to bring to the attention of the Superintendent of
Insurance and/or other authorities of any states where new
legislation or rulings affecting Gift Annuities are planned or
taking place, the importance of differentiating clearly between
(1) inunediate single premium gift annuities, and (2) group
annuities and/or annuity options included as supplementary

agreements in life insurance policies.

XIII. Be It Resolved that this Tenth Conference on Gift Annuities
approves the further study of the desirability of using Uniform
Annuity Rates for gift annuities based on the combined mor-

tality experience of many of its own members.

XIV. Be It Resolved that the Tenth Conference on Gift Annuities
also requests its members to keep the Committee on Gift Annui-
ties informed of any proposed or actual rulings or legislation
that will affect gift annuities, including Income, Gift or Estate
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Organization

Presbyterian Church in the U. S.—Board of
World Missions, Nashville, Tenn.

Presbyterian Foundation, Inc. (U. S.), Char-
lotte, North Carolina

Princeton Theological Seminary, Princeton,
N. J.

Protestant Episcopal Theological Seminary in
Virginia, Alexandria, Virginia

Providence-Barrington Bible College, Provi-
dence, Rhode Island

Reformed Church—Board of Pensions, New
York City

Rochester Methodist Hospital, Rochester,
Minn.

Saint Olaf College, Northfield, Minn.
Salvation Army, New York City

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

Shanesy, Hobbs and Ball, Evanston, Ill.
Society for the Propagation of The Faith,

New York City
South Dakota Methodist Foundation, Huron,

S. D.
Southern Baptist Convention — Relief and

Annuity Board, Dallas, Texas

Southern Baptist Foundation, Nashville,
Tenn.

Southern Baptist Seminary, Louisville, Ky.
Southern California Baptist Convention, Los

Angeles, Calif.
Stevens Institute of Technology, Hoboken,

N. J.

Texas Presbyterian Foundation, Dallas, Texas
Tri-Continental Corporation, New York City

Union Theological Seminary in Virginia,
Richmond, Va.

United Christian Missionary Society, Indian-
apolis, Ind.

United Church of Canada, Toronto, Canada
United Lutheran Church in America, New

York City
United Lutheran Church Foundation, New

York City

United Presbyterian Church in the U.S.A.—
Board of Christian Education, Philadel-
phia, Pa,
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Represented by

Mr. Curry B. Hearn

Dr. J. R. Cunningham

Dr. Joseph MacCarroll

Rev. John N. McCormick
Mr. Edwin C. Halter
Mr. Charles D. Peters

Dr. Gerard R. Gnade

Rev. Raymond B. Spurlock

Mr. Virgil T. Foss
Lt. Col. Lulu Sehl
Major Frank Moody
Mr. J. W. Winter

Mr. William E. Phillips
Mr. Ralph K. Ball

Mr. James A. Cousins

Rev. Byron A. Davis
Dr. R. Alton Reed
Dr. L. T. Daniel
Dr. Floyd B. Chaffin
Mr. Fred W. Noe

Dr. J. W. Storer
Mr. James C. Austin

Mr. Carl E. Jensen

Mr. Edward B. Stearns, Jr.

Mr. Hubert Hopper
Dr. John W. Harriman

Mr. M. W. Norfleet, Jr.
Mr. Walter Cardwell
Mr. L. O. White

Mr. H. L. Arnup

Mr. Carl A. Warden
Mr. Chester A. Myrom
Miss Diane Schilke

Mr. G. W. Renneisen
Mr. P. H. Hazlett





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 An-
nuities 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, the form of contracts, the amount and type of reserve funds,
and the nomenclature to be used in describing, advertising and issuing
gift annuities.

The Committee shall ascertain and report as to legislation in the
United States and in the various states regarding gift annuities, 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, chari-
table and other organizations, issuing and experienced in gift an-
nuities. In electing members to the Committee, the Committee shall
secure nominations from the group from which the proposed mem-
ber 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.

Article III

In order to finance its activities and its research in actuarial,
financial, and legal matters, and the publication and dissemination of
information 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
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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 gift annuity
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.

BY-LAWS

COMMITTEE ON GIFT ANNUITIES

I. 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.

II. 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.

III. 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.
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