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OPENING REMARKS

MR. CHARLES W. BAAS

Chairman, Committee on Gift Annuities

This Conference is by far the largest of the Gift Annuity Con-
ferences both in terms of delegates and of organizations represented.
Four hundred eighteen delegates and three hundred three organizations
have registered.

One hundred twenty-eight of these organizations are represented
at a Gift Annuity Conference for the first time. The greater portion
of these recent additions are colleges or other educational organiza-
tions, having the effect of slightly changing the character of the
supporting constituency.

For example: The average of institution attendance at the last
three prior conferences compared with figures for the Twelfth Con-
ference reads like this:

Three
Conference
Average

Twelfth
Conference

Colleges 38% 43%
(All Educational Institutions)

Church Boards 38% 30%
Foundations
Professionals 5%
Other Religious Groups 10% 11%
Other Secular Groups

100% 100%

Of course, the comparison I have given you is measuring only
the number of Sponsoring Organizations with no attempt to weight
the percentages for the number and amount of outstanding agree-
ments. If complete figures for such a weighted evaluation were com-
piled, I am sure the Church Boards category would carry the largest
percentage.

At the time of registration, statistics on Gift Annuities and Life
Income Agreements were requested. Responses were received from
102 of the 303 Sponsoring Organizations.
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America and has been cooperating with the National Council of

Churches of Christ in the United States of America; and whereas

it is the consensus 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. . . ."
Then it goes on with the succeeding six parts. of this seven-part

resolution, found in the proceedings of the Ninth Conference on

Annuities, outlining the framework within which the Committee and

the Conference on Gift Annuities is expected to function.

Under this frame of reference, the Conrunittee, now independent,

has a Constitution and By-Laws which are included in the packet you

received this morning. (appears on pp. 117-120)

The Committee on Gift Annuities since its inception in 1927

has provided a continuing advisory service in the field of gift annuities

and through conferences on gift annuities has recommended 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.

The present Committee on Gift Annuities includes two members

who attended the first conference: Gilbert Darlington and Forrest

Smith, who, while still active, carry the title "Honorary" in their

listing. I am pleased to announce that Forrest Smith is with us today.

These men, in addition to a few others, notably the late long-time

Conference Actuary, George Huggins, are responsible for our being

able to meet today to consider how to make a successful gift vehicle

even more successful.

The membership of the Committee as reported in the Conference

folder is twenty, or five short of the By-Laws maximum of twenty-five.

I regret to report another committee vacancy through the sudden

death of John Rosengrant on February 5, 1965. John was a faithful

and hard-working Committee Member for more than fifteen years.

It is intended to bring the Committee nearer to full strength

after this conference. By examining information secured at conference

registration time, the Committee can select some of the larger, more

active organizations in the Gift Annuity and Life Income Agreement

fields who will be invited to name representatives. An effort will be

made to obtain a balance that will adequately represent the Sponsoring
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Once again we are fortunate in having a speaker well qualified

to help us think about investment income prospects.

Mortality experience is the other major variable in the gift-annuity

rate formula. Each of the eleven previous Conferences has had some

kind of report on annuitant mortality.

The words "annuitant mortality" make me very cautious. There

have been times when I was subjected to the severe criticism of my

colleagues at Bible House in reporting to our Board that annuitant

mortality experience was unfavorable. My associates seemed to get

the impression that I wished our annuitants would relinquish their

payments on time. Our Board was sympathetic to my plight. One

member even provided me with a poem to read if ever mortality

experience proved favorable—Here it is:

I now report the circumstance
Concerning our annuitants
That they no longer are with us
But in a home more glorious
It chances that with their release
Our income shows a marked increase.

Only in recent years has the Committee tried to develop a mor-

tality experience based on the actual gift annuities issued by the

Sponsoring Organizations. Previously, the reports on mortality experi-

ence had been based on such things as Life Insurance companies'

experience, or the U. S. Census.

The 1955 Conference was a first in that a five-year analysis of

a group of the larger gift annuity funds produced a significant study

based on our own experience. This was continued in 1959, with

a new study including many more lives, but a full-scale study was

omitted at the 1962 Conference because of the short lapse of time.

The current Conference program provides a new five-year study

which, while including a somewhat reduced basis of sampling when

compared with the 1959 study, is, I am informed, actuarially sound

and less costly.
These studies in the last ten years are an important step forward

in gift-annuity rate determination.
Your attention should be called to the economic value of working

together.
If each organization had to work out its own gift-annuity rates,
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the development of trade in the eleventh and twelfth century, the
concept of interest as opposed to usury began to grow. Loans were no
longer considered solely as acts of charity. Interest began to be thought
of as honest compensation for the time and effort involved in making
the loan, or as the compensation for giving up the earning power
of the funds loaned, or as payment for the risk of making the loan.
By the sixteenth century, credit was financing trade throughout
Europe and interest was a generally accepted concept.

I might add, you should not be surprised by the 20% rate of
1800 B.C. This is well below the going rate on many small loans in
this country today. Furthermore, in this century alone we have seen
rates as high as 10,000% (in Germany) and as low as 1/100th of
1% (in New York); a range of one million to 1.

From this path of history we can make two clear observations.
First, interest rates have been volatile. Second, the magnitude of the
changes and, in fact, the changes in interest rates themselves have
been nearly impossible to forecast. We measure changes in interest
rates now in fractions of per cents. This does not mean, however, that
the volatility aspect no longer exists. Nor does it mean that it is any
easier to anticipate the changes. The one thing we know, and know
for certain, is that the rates will change. For this reason, it is with
both respect and humility that I approach the subject for today,
Interest Rates and Investment Outlook.

I am not an economist and would not claim to be one. This is
not because I hold them in low regard. Quite to the contrary. I have
the highest respect for the profession and for the individuals who
practice it conscientiously and with honesty. On the other hand, an
economist, goes one definition, "Is one who is hazy about the present
and uncertain about the future." A second definition says, "An
economist is one whose forecasts are forgotten by the time circum-
stances prove them wrong." I'll make you a bargain on which I will
be the winner. I'll play my side of the first definition—and be uncertain
about the future, if you'll perform your side of the second—and forget
these forecasts if circumstances prove them wrong.

I would like to reverse the order of my subject matter and first
review briefly our outlook for business. This has more than a little to
do with our near term guess on interest rates. Then, secondly, I would
like to discuss the prospects for interest rates more from what the
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economists call a secular or long term point of view than from a

cyclical short term outlook.
First, then, on business in general. Our present forecast calls for

improving business throughout this year. We see some slight hesitation

in the middle of the year, but now believe a further improvement

toward the end of the year is likely.

Before detailing this forecast, let me give 'you some of the back-

ground. It seems clear to us that there have been some basic changes

in the courses of action taken by the Federal government in conducting

economic policy. The first area of change is that of fiscal policy. It was

once a generally accepted principal that sound fiscal policy demand

that the Federal budget be balanced every year—whether general

business be in an expanding phase or in a phase of contraction. Later

the concept of balancing the budget over the business cycle evolved

—that is, deficits in bad years and surpluses in good ones with the

minus years and plus years offsetting each other. More recently, it was

conceded that perhaps the budget could not be balanced even over a

cycle but it was accepted that there should be surpluses in exceptionally

good years. Only three years ago, in fact, President Kennedy suggested

surpluses as being desirable in periods of prosperity. Now even this

has changed. In this year, the year of perhaps the greatest prosperity

the nation has ever known, the Government is likely to run at least

a $6 billion deficit.
Secondly, we believe there have been some changes in the area

of monetary policy. We have now experienced 50 months of business

recovery. While money is a little less plentiful, it is, nevertheless,

available at a reasonable price to anyone with a good credit rating.

The Federal Reserve Board, in concert with the needs of the Treasury,

has deliberately kept it this way; to have done otherwise might well

have resulted in a slowing down in business activity. To date, anyway,

we have not experienced the tightening of money which one would

have expected if he had been able four years ago to accurately forecast

the magnitude of the present business expansion.

Taken together, these two policies, the fiscal and the monetary,

represent a kind of commitment to prosperity which is more than

simply the "Great Society." They are a reflection of the fact that the

great overwhelming domestic problem may be that of unemployment.

In an Act which almost daily assumes increasing importance, the
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schools, roads, sewers, etc. Our forecast calls for level residential
construction, for only a slight increase in Federal spending and for a
slight decline in net exports. The remaining area, that of inventory
accumulation will probably fluctuate widely but should be in the
direction of net accumulation throughout the year and we believe will
end the year at a reasonable level.

I should say, if it is not already clear, that automobiles play an
important role in the projection and one that is difficult, indeed, to
forecast with accuracy. We did not foresee the tremendous first quarter
rate of production and we do not now believe it can continue. The
American consumer probably always will confound the economist as
well as the industrial designer.

This forecast reflects confidence. It reflects confidence on the part
of the consumer; it reflects confidence on the part of business; it
reflects confidence on the part of the Government. If it eventuates, it
will represent the fifth straight year of business expansion ; the longest
period of expansion in this country in the 100 years for which detailed
data are available. If it does not materialize, it will probably be because
something comes along to shake this confidence. There is only one
thing certain about this forecast; that is that we will change it as the
year progresses. Nevertheless, it is our best guess as of now.

Now, back to interest rates. In the near term we look for higher
short-term rates, rather level long-term Treasury and mortgage rates,
and level to slightly rising long-term corporate rates. But I would like
to direct my comments primarily to the longer term outlook. You are
long-term investors. Let's look at the long term.
You all know what has happened to long-term corporate rates in this

country since the turn of the century. They trace a large letter "N"
starting at about 3% in 1900, rising to above 5% in 1920, falling to
21/2% in 1946 and rising again to well above 41/2% in 1959. These
three trend lines-20 years of rising rates, 26 years of declining rates
and 13 years of rising rates were not uninterrupted. Indeed, they
were often interrupted by cyclical fluctuations which from time to time
obscured the longer term trend.

Since 1959, interest rates have moved in widely diverse patterns;
patterns which have been consistent only in their surprise. Even the
most knowledgeable students and analysts of monetary developments
have been fooled. By 1964, this country was well into the fourth year
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TERMINOLOGY IN PROMOTION

DR. T. K. THOMPSON
Executive Director, Department of Stewardship & Benevolence,

National Council of the Churches of Christ in the U.S.A.

Introduction

The Committee on Gift Annuities continues the work of the old

Committee on Financial and Fiduciary Matters of the Federal Council

of Churches. In the organization of the National Council of Churches,

the promotion function related to annuities passed to the Committee

on Wills and Special Gifts of the Department of Stewardship and

Benevolence, while the technical, legal, and specialized functions of

annuities passed to this Committee on Gift Annuities, which has a

broader membership than the National Council of Churches. The

Committee on Gift Annuities works closely with the Committee on

Wills and Special Gifts of the Department with the distinction between

the two committees largely that of "promotion," which is assigned to

the Committee on Wills and Special Gifts, and the "technical matters,"

which are the responsibility of the Committee on Gift Annuities. I

hope that members of this conference will take complimentary copies

of the proceedings of the 1958 and 1964 fund-raising conferences

sponsored by the Committee on Wills arid Special Gifts. These books

are available at the literature desk.

I have been asked to speak on "Terminology in Promotion." Pro-

motion is largely concerned with conveying ideas by means of words.

Words are notorious in their ability to confuse as well as clarify. In

dealing with the promotion of wills, annuities, and life income agree-

ments, correct terminology is highly important.

Reasons for Careful Definitions

The first reason for precise terminology is the law. Wills,

annuities, and life income agreements are legal documents. Gift annui-

ties and life income agreements are contracts in the full legal sense.

Gift annuities are usually supervised by the insurance departments

of the states. The insurance law of New York State is quite specific

in its regulations; it issues certificates of authority which permit an

organization to engage in annuity activity.

A second reason for the importance of careful definitions is the
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tax consequence. Gift annuities and life income agreements result in
different tax consequences. Precise terminology is necessary in tax
calculations.

A third reason is that of public relations. Both the philanthropic
institution and the donor should understand exactly the proposals
under consideration. Fortunately, gift annuities and life income agree-
ments enjoy high prestige in the mind of the gecieral public. Misunder-
standings have hitherto been kept to a minimum and precise use of
terminology will preserve this important public relations asset.

I. Gift Annuity Agreements
Now let us turn to the terminology used in the gift annuity

agreements.

1. "Gift"

The insurance law of the State of New York requires gift annui-
ties to be administered in such a way that there must be an average
residuum of at least 50 percent for the philanthropic institution. Thus,
in the State of New York, there is a precise meaning to the word
"gift." In all of our publicity, we should emphasize the "gift" aspect
of the annuity agreement. Occasionally, one discovers an uninformed
person saying that "gift annuity agreements are underhand because
actually the commercial annuity rates are higher." There is no question
about the fact that annuity rates from commercial institutions are
higher than those from philanthropic institutions, and the reason is
very simple. Part of the gift annuity is indeed a gift to the philan-
thropic institution.

2. "Annuity"

The word "annuity" is an annual rate paid out of interest and
principal as long as the annuitant lives. Note that an annuity is not
an insurance policy. But annuity programs are supervised by insurance
departments of two states. While the annuity is based upon actuarial
principles, it differs from an insurance policy in important ways: The
most important distinction is that the annuity is paid during the life-
time of the donor, while in most life insurance policies, the benefit
is paid at death.

3. "Agreement"

The understanding between the philanthropic institution and the
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annuitant is best known as an agreement. It is neither a "bond" nor

a "security." It is technically a contract, but the word "contract" is
too formal and too legal-sounding.

4. "Rate"

The income derived from a gift annuity is best known as a "rate."
Annuity income is not interest because it is derived from both interest
and a portion of the principal. Perhaps this is the most common error
in the promotion of gift annuities—the use of the word "interest"
in this unacceptable way.

5. "Enter" As Regarding Annuity Agreements

While it is not a matter of legal importance, the use of the word
"buy" has problems when connected with gift annuities. It is much
better to say "enter into an annuity agreement" than to say "buy" an
annuity. An annuity is not negotiable and is not a "security."

Now let us turn to a second area, that of life income agreements.

II. Life Income Agreements

With the prosperity of the last twenty years, many potential
donors of larger means find the life income agreement more attractive
than the gift annuity agreement. Their means are sufficiently large
that they can get by satisfactorily on the sometimes (ages of sixty
and over) smaller income provided in the life income agreement. They
are attracted by the fact that 100 percent of the residuum goes to the
charity, whereas, in the gift annuity, it is often as little as 50 percent.

I refer you to the Life Income Manual which was given to you
today with your Conference packet, Page 5, 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 bene-

ficiary, 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 pay-
ments."
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sponsible handling of personal and family affairs. Gift annui-
ties and life income agreements provide means for personal
security and Christian philanthropy.

6. Opportunity

With the prosperity of this country over the last 25 years,
millions of our citizens fifty years of age and over are awaiting
the visit and the proposal of American Christian institutions as
they present the special opportunities of wills, annuities, life
income agreements, and other forms of capital giving. Con-
gratulations on your role as Christian Stewardship leaders.







(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

annuity 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."
In fulfillment of the latter requirement, we have prepared a rubber

stamp with this wording upon it, which will be imprinted upon each

California contract as it is issued:

LUTHERAN CHURCH IN AMERICA

Agreement No.  

In accordance with Section 11523 of the California Insur-

ance Code, the reasonably commensurate value as of the date

of this Annuity Agreement to annuitant age  

alternate annuitant age  , of the benefits thereby

created is $ 

Director, LCA Foundation

We have not yet had occasion to file an annual report certifying

to the maintaining of an adequate reserve fund. That experience awaits

us at the end of 1965. We take comfort in the report of others licensed

in both states that California requirements are adequately fulfilled

through filing with the Insurance Commissioner of a photostatic copy

of the report made to New York State.

In preparation for this report, request was made for a listing of

authorized annuity issuing agencies, if such was available. An official

publication entitled "Insurance Organizations authorized by the Insur-

ance Commissioner to transact business of Insurance in the State of

California during 1963" makes no reference to schools, churches or
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Finance Committee, therefore, may receive securities which it wishes

to hold in its own portfolio or funds with which to purchase securi-
ties it believes to be promising in yield and/or growth.

3. The Life Income Plan obligates an organization to make pay-
ments according to its earnings but does not require the distribution
of capital gains. The donor may benefit in his income from the re-
investment of capital gains, but the capital gains remain with the or-
ganization.

If these benefits look inviting as a source of income, let us imme-
diately note that they place a major responsibility on an organization
and, like marriage, are not, "to be entered into unadvisedly or lightly,
but reverently, discreetly, advisedly, soberly, and in the fear of God."

Assume now that a charity, not now using the Life Income Plan,
decides to do so. What are its duties to itself and to its benefactors ?

1. It must decide whether or not it can afford a plan which de-
lays the realization and use of gifts for a number of years. If the need
for direct gifts is urgent, it is conceivable that the privileges of the
Life Income Plan may divert contributions from direct gifts to Life
Income gifts. It is also necessary to realize that there are expenses
in the promotion and servicing of agreements.

2. It must be certain, through legal counsel, that the charter and
by-laws of an organization and the statutes of the State in which it
is incorporated, permit such a plan. Is the way legally clear ?

3. If it is, then the third obligation is a capital investment fund
that is conservatively strong and diversified, prudently managed and
productively adequate in yield to have appeal to prospective partici-
pants. Such an examination should include the total financial stability
of the organization, as well as its capacity to adjust to economic fluctua-
tions sufficiently to safeguard its own resources and those which have
been entrusted to it by donors.

4. A fourth responsibility is a decision concerning the method to
be used in computing the organization's earnings each year. There are
two major methods now in operation. One method, commonly prac-
ticed, is a computation of earnings based on the "book value" of a
portfolio.

This may be determined by dividing the total income received on

invested funds during the preceding calendar year by the average book

value of the related investments with the result carried to three deci-
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full title is "Actuarial Values for Estate and Gift Tax." Our Com-

mittee on Gift Annuities has prepared a new manual on the Life In-

come Plan which you have received. In addition to the tables of

I.R.S. Publication No. 11, it contains instructions for their use, a

recommended form of agreement, ways to compute earnings and de-

termine payments and other essential information.
Some survivorship agreements are sufficiently large to require a

donor to file a Gift Tax Report on the amount that constitutes a gift

to a survivor. If that beneficiary is first, with the donor named as

second beneficiary, a gift of "present worth" has to be determined.

If the survivor is the second beneficiary, a gift of "future interest"

has to be figured. An organization issuing Life Income agreements

should be prepared to provide full information needed by a donor

if he is required to file a Gift Tax Report.
The person responsible for the promotion and interpretation of

the plan must be able to write or converse on several levels of finan-

cial understanding.
Some prospects will be knowledgeable in matters of finance. They

will know stocks and even cite I.R.S. rulings by chapter and verse. It

is disastrous to sound like an amateur in dealing with them. Some
prospects will refer the information you provide to their attorneys, and
you will find that subsequent correspondence will be with them, with
legal evidence required to support the tax privileges claimed for the
plan. Others will be quite baffled by the whole thing. They will con-
fuse the Annuity with the Life Income agreement ; they will try to

send you their E Bonds for transfer or argue that the interest they
have received on a Treasury Bond they wish to transfer should be
exempt from the Capital Gains Tax. They will write, after receiving

your literature, to tell you they do not understand the Plan and re-

quest an explanation.

The promotion of the Plan often calls for the wisdom of Solomon

or the patience of Job; it calls for a skill in expression, not unlike the
skill that one of our nation's most noted ministers described as neces-
sary for effective preaching. "In the congregation," he said, "there will

be Ph.D.'s, housewives, office workers, factory employees, students,

high I Q's and low I Q's. The preacher's assignment is to corkscrew one

important idea clearly into that great variety of minds."

Now just a few observations on the promotional methods for the
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TAX-FREE LIFE INCOME AGREEMENT

DR. HOLLIS L. TURLEY

President of Pension Fund, Christian Churches
(Disciples of Christ)

In any discussion of "tax-free life income agreements" we should

clearly understand that the "tax-free agreement" is only one possibility

among several under the generic term "life income agreements" or

"'life income plans." What is often referred to as a tax-free life

income agreement is technically called a tax-free life income trust and
I shall use that term in our discussion.

It may be best to clarify first what a tax-free life income trust is

not. It is not a life income contract, although there are many

similarities which I shall discuss later. It certainly is not an annuity.

Since we are discussing a trust, let us review some basic trust

terminology.

A creator, settlor or donor transfers money or property to a—

Trust, which is a separate taxable entity and is the legal owner

of the property. The trust functions through a—

Trustee or fiduciary, who manages, invests and re-invests the

transferred money or property as the—

Trust corpus or principal, and pays the income therefrom peri-

odically to the—

Life beneficiary or beneficial or equitable owner for the duration
or period of the trust, and upon the—

Termination of the trust, the Trustee pays over the trust corpus

to a—

Remainderman, who then becomes both legal and equitable owner

of the property.

What is a tax-free life income trust ? Donor transfers money or

property irrevocably to trustees to hold in trust, paying the income

to the donor (the life beneficiary) for life. On the death of the donor

the trust property is delivered outright to the charity (the remainder-

man). Donor, his wife or anyone else he names can be the beneficiary

of the tax-free life income trust. And the trust can pay income to a

donor for life, then to his wife or another without reduction of income
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of the life beneficiary), it owns the property outright and may use

it in its absolute discretion.
The tax-free life income trust is similar in several respects to the

life income contract.
Donor receives an immediate charitable contribution deduction

on his income tax return for the actuarial value of the charity's

remainder interest, determined by official Treasury tables. In both the

trust and the life income contract the Treasury factors for determining

the amount of the gift are applied to the fair market value of the

property at the time of transfer.
How does the tax-free life income trust differ from the life

income contract ? The big difference is that income received by the

donor from the trust is tax-free while life income contract income

is fully taxable. Trust property must be segregated, while property

received for life income contracts may be co-mingled with the charity's

other assets and the gifts of other donors. Funds invested in a life

income contract earn a rate of return equal to the average net yield

on the charity's pooled investment funds, while the donor who creates

a trust receives whatever the trust investments eam.

For many years the tax-free life income trust was probably one

of the most attractive and beneficial (yet the least promoted) of all

the life income plans. Mr. Charles Baas, speaking before the "Con-
ference on Modern Christian Philanthropy" in Cleveland, Ohio, in
1961, stated that a survey showed that the regular life income contract
had an average value per donor of approximately $5,000, while the
tax-free life income trust had an average value of over $15,000. This
is in great contrast with gift annuities which average about $2,000
per donor.

What are the tax consequences of transferring appreciated prop-
erty for a tax-free life income trust? As you know, when a donor
transfers appreciated property outright to a charity he receives a
charitable contribution deduction based upon the fair market value of
the property at the time of the transfer and completely avoids the
capital gains tax on the appreciation.

The attractiveness of a tax-free life income trust was somewhat
diminished by a December 2, 1960, ruling by the Treasury. The
Treasury ruled that where appreciated property is transferred after
December 2, 1960, to a trust which subsequently invests the proceeds
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from the sale of appreciated securities in tax-exempt bonds, the donor
is taxed on the difference between his cost of the appreciated property
and its value at the time of the transfer. Where the trustee is under
an express or implied obligation to sell the property and invest the
proceeds in tax-exempt bonds and to pay the income to the donor,
the gain on the sale by the trustee is taxable to the donor.

There are several important points which I believe deserve atten-
tion regarding the December 2, 1960, Treasury ruling.

1. The ruling did not render the tax-free life income trust invalid.
Donor still receives a charitable contribution deduction in the year of
the irrevocable transfer to the trust. As before the ruling, the contribu-
tion deduction equals the present value of the charitable organization's
remainder interest (subject to the 30% of Adjusted Gross Income
limitation and the 5-year carryover for "excess" contributions). The
factor from the Treasury tables used to compute the value of the
charity's remainder interest is still applied to the fair market value of
the property at the time of transfer. And, most important, the tax-
exempt income earned by the trust and distributed to the donor
continues to be tax-exempt to the donor. Thus, the only effect of the
1960 ruling is to tax the appreciation on donated property where the
trust subsequently (under an express or implied obligation) sells the
appreciated property and invests the proceeds in tax-exempt bonds.

2. There is no tax when the donor transfers money or tax-exempt
bonds to the trust. Also there is no tax when property which has not
appreciated is transferred.

3. Even when appreciated property is transferred, the tax is at the
favorable capital gains rates when donor owned the property for
more than six months.

4. This ruling was undoubtedly brought about by too much
publicity on the part of sponsoring organizations showing extraordinary
tax relief as well as a desire on the part of the Treasury to take away
some of the tax advantages of charitable contributions. This should
cause us some concern in the promotion of all life income plans. While
the tax element is very advantageous, it would appear to me that it is
a point of wisdom to stress the gifts rather than the tax.

5. Finally, the ruling is only the Treasury's interpretation of the
law. 'There are many tax experts who feel that the ruling would not
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Life Income Trust which can form the basis for being alert to possi-

bilities that may lead to substantial gifts for your organization.

The Life Income Trust as a testamentary trust usually provides

for the income to be paid to a named individual or individuals for the

remainder of their lives, with the principal of the trust being distributed

to charitable organizations after the death of the last survivor. The

testamentary Life Income Trust is especially useful in those situations

where the donor has accumulated a large estate and wishes to remember

a particular charitable organization in his Will, but also wants to

provide an income for his wife or other dependent for as long as she

lives. The wife of the Donor is not normally expected to have the

business ability to manage and invest large sums of money. By the

creation of a trust through his Will, the responsibility for the manage-

ment of his estate is passed on to a knowledgeable party, thereby assur-

ing the continuation of income to his wife and also assuring that the

principal of his estate is not dissipated, but rather is turned over intact

to the charitable organization.

The inter vivos Life Income Trust is probably the most useful

form of the Life Income Trust for charitable organizations. This

form of Life Income Trust usually provides for the Donor to receive

the trust income for life, with the remainder of the trust distributed

to a designated charity or charities. The trust may provide for other

beneficiaries after the Donor's death for as long as they live. The

American Baptist Home Mission Society is still managing an inter vivos

Life Income Trust that was established in 1921. This Trust provided

for income to be paid to three individuals during their lifetime and to

four separate Baptist organizations. As each individual died, the income

paid to that individual was released and paid to four Baptist organiza-

tions in accordance with a formula. One of the life beneficiaries is

still receiving her share of the income. The principal of this trust

is to continue in perpetuity providing income for certain specific

purposes designated by the Donor. The market value of this trust

fund at the present time exceeds eight million dollars.

A variation of the Life Income Trust is the Short-Term Trust.

The Short-Term Trust is set up to terminate on a specific date. In

operation it is exactly the reverse of the Life Income Trust because

the charity receives the income for the term of the trust, and the corpus

is returned to the Donor or a named designee.
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The Short-Term Trust has limited usefulness, but it is helpful
in certain special circumstances. For example, if a Donor who is
contributing 30% or more of his adjusted gross income to charity
establishes a Short-Term Trust for a minimum of two years, designat-
ing a religious, educational, or medical organization to receive the
income, then the income earned by that Trust is not includible in
his gross income. The Donor has increased his contribution beyond
the 30% maximum without losing the effict of a contribution de-
duction.

It is also possible to obtain a charitable contribution deduction
from a Short-Term Trust. The stipulation is that the Donor must not
have more than a 5% possibility of receiving the corpus of trust after
it is terminated. The corpus could go to the Donor's children, or to
some other named designee just so long as his possibility of ever
receiving any of the assets of the trust is so remote that he stands
less than a 5% chance.

Treasury Department Table II provides a factor for computing
the charitable contribution deduction. The column headed "Income
for a term certain" has a factor for number of years the Trust will
operate. By applying this factor to the amount of the Trust, the amount
of the allowable contribution can be determined.

TYPICAL USES OF THE TRUST

Donors sometimes do not have complete confidence in the ability
of charitable organizations to properly manage trust property. This is
especially true when the Trust may be a relatively high percentage of
the total assets of the charitable organization. By naming a bank or
some other professional trustee, the individual has reasonable assur-
ance that the trust property will be managed in accordance with the
best business practices and would assure him a steady income during
the remainder of his lifetime.

The Society had an interesting situation which may be of inter-
est to you. We were recently negotiating with a Donor for .the estab-
lishment of a Life Income Agreement. This was a very large potential
gift. Everything was going nicely until we encountered the Donor's
financial advisor and present custodian of the invested assets. The
Donor, quite appropriately, had a great deal of confidence in the
advice of this investment counselor, and it became quite apparent
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that the counselor was not going to advise his client to enter into a
Life Income Agreement. He undoubtedly felt that his organization
would provide a safer assurance to his client of a steady income during
her lifetime. I think it is also important to recognize that he was
receiving a handsome fee for the management of these funds. We
immediately changed the approach and suggested that the Donor
establish a Life Income Trust, naming her financial advisor as trustee
and our organization as remainderman. This accomplished exactly the
same purpose as far as the Donor and the Society were concerned.
The Donor received the Federal Income and Estate Tax advantages
she was seeking, and she was assured that the Society would receive
the bulk of her estate. It eliminated the objection the financial advisor
had to the Life Income Agreement inasmuch as his organization con-
tinued to manage the Trust. The major difference is that under a
Life Income Agreement the Society would have received the funds
immediately, whereas we must now wait until the death of the Donor
before the funds are available to us.

The Life Income Trust also provides the Donor with several
alternatives in the matter of computing and distributing the income
earned by the Trust. The Life Income Agreement normally provides
that the income to be paid to the Donor is to be computed on the
basis of a pool of investments. Occasionally, it is important to a
Donor to have his assets segregated. An example of this type of situ-
ation is an individual with whom the Society is now negotiating. He
owns an apartment house which he wants to contribute to" the Society
and retain the income from the gift for his life and the life of his
sister. For various personal reasons, he does not want this apartment
house sold at the present time. The apartment house is yielding a
10% annual income based on the appraised market value of the build-
ing. We are suggesting to this potential Donor that he transfer title
of the apartment house to the Society under a Life Income Trust.
We will agree to appoint a mutually acceptable firm as manager of
the apartment house, and that firm will continue to pay to the Donor
the net income earned from the rentals. The Trust agreement will
necessarily be quite involved. We will have to negotiate a time period
under which this management agreement would continue; and there
are, of course, other problems that still need to be worked out. The
important thing is that the Life Income Trust provides us with a
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on religious corporations. The New York Religious Corporation Law,

Paragraph 5-A, referring to investments, reads as follows:

"Subject to the disciplined use and usages of the corporation

and of the ecclesiastical governing body, if any, to which the cor-

poration is subject, and subject to the limitations and conditions
contained in any gift devised or bequest, and subject to any appli-
cable provisions of law with respect to. the investment of funds
for the perpetual care and maintenance of cemetery lots, the
trustees of every religious corporation created by or under a
general or special law, may invest the funds of such corporations
in such securities, investment or other property, real or personal,
located within or without the State of New York, as to them
shall seem advisable without being restricted to those classes of
securities which are lawful for the investment of trust funds
under the laws of this state."
There are parallel laws in the State of Pennsylvania similar to

the New York statutes. It will be necessary to review the laws of
your respective States in order to discover what limitations, if any,
are placed on trustees with regard to investments. /t is advisable to
provide a paragraph in the Trust instrument excluding the trustee
from the limitations imposed by law. A suggested form of the para-
graph appears later in this presentation.

Most States allow for a trustee commission for the management
of Trust funds. Section 285 (a) of the Surrogate's Court Act of New
York State provides as follows:

(1) Annual income commissions payable in connection with a
Trust established for and measured by the life of a named

person:
6% on the first $2,000
3% on the next $10,000
2% on all income over $12,000

(2) Annual principal commissions payable in connection with a
Trust established for and measured by the life of a named
person:

$1.00 for each $1,000 of principal on the first $50,000
.45 for each $1,000 on the next $350,000
.30 for each $1,000 on all principal over $400,000

The decision to charge or how much to charge for trustee com-
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missions must be decided by the respective charitable organizations
within the limitations placed on trustees by the laws of the various
States. It may be the best decision to not charge trustee's commissions
on those Trusts for which the charitable organization is the sole
remainderman. A trustee commission would be entirely appropriate
on those Trusts managed by the charitable organization which provide
for distribution of the corpus to several charitable organizations.

The laws requiring segregation of assets and investment policies
create management problems and expenses that do not pertain to a
Life Income Agreement. For this reason, it behooves a charitable
organization to be very careful about entering into a Life Income Trust
when a Life Income Agreement would serve the same purpose. One
or two Life Income Trusts do not create particular problems, but as
the number of Trusts increase, administrative problems are compounded
and can be very burdensome to the charitable organization. Usually,
small contributions can and should be converted to Life Income
Agreements.

THE TRUST INSTRUMENT

There are certain key paragraphs that you should consider when
drafting a Life Income Trust instrument. In many instances, the para-
graph speaks for itself, and at other times, it will be followed by
some comments with regard to the issue involved. We are indebted
to Mr. Sydney Prerau of New York City, Tax Attorney for The
American Baptist Home Mission Society, for these suggested para-
graphs:

(1) "The grantor may from time to time make additional trans-
fers and conveyances to the trustees to be added to the
trust principal."

This provision will allow the Donor to increase his gift to your
organization without requiring new trust instruments, and, hence,
new negotiations.

(2) "The trustees, their survivors and successors, are authorized
to continue the investment of the trust principal securities,
which are the subject of this transfer in trust, or may sell
said securities or property and invest and reinvest the trust
principal in their absolute discretion in any manner that they
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deem advisable without regard to the limitations imposed

by law on investment of trust funds."

There is no legal or practical requirement for this paragraph in

States that exempt religious organizations from the trustee investment

rules. However, we feel that in order to avoid any misunderstanding

and to deal in a forthright manner with the Donor, it is wise to state

in the Trust instrument the basis on which the Trust will be invested.

This paragraph is very important for organizations that are not exempt

from fiduciary investment laws.

(3) "During the lifetime of the Donor, the Trustee shall pay to

the Donor the entire net income of the Trust principal."

(4) "In the event that the Donor's wife survives the Donor,

the Trustee shall, commencing from the date of the Donor's

death and continuing so long as the Donor's wife shall live,

pay the entire net income of the trust principal to such

person or persons, and in such shares, as the Donor shall

appoint in his Will. If the Donor shall fail validly to exer-

cise the foregoing power of appointment, the Trustees shall

pay the entire net income of the Trust principal to the

Donor's wife for so long as she shall survive the Donor."

This paragraph is included to avoid the liability of a possible gift

tax where there is a secondary beneficiary. The Donor's wife, in this

example, is the second beneficiary. If she had been named in the Trust

instrument, there may have been a gift tax on the value of the life

interest. By naming her in his Will, the Donor accomplishes the same

purpose and avoids the possibility of a gift tax.

Under present tax laws the entire Trust will be included in the

Donor's estate. The advantage of the Trust corpus being included in

the Donor's estate is that it increased the Adjusted Gross Estate for

computing the 50% marital deduction. The estate is also permitted a

charitable contribution deduction which is computed by determining

the value of the remainder interest of the corpus of the Trust.

(5) "Upon the death of the survivor of the Donor and the

Donor's wife, the then principal of the Trust fund, together

with any and all then accrued income, shall be distributed

and paid over to  , to be used for any

of its general purposes."

It is usually to the advantage of the charitable organization not
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to have any restrictions on the use of the funds. This paragraph can
be adapted to provide for the funds to be used for certain specific
purposes. Restrictions on the use of the funds are not to be encouraged,
but many times this may be the difference between receiving the gift
or not receiving it.

(6) "No bond or other security shall be required for any reason
whatsoever of the Trustee named herein or subsequently
designated."

(7) "This Trust agreement shall be irrevocable."

FEDERAL TA3CES
The Life Income Trust has certain tax features which we should

recognize. Most of the Federal income tax, estate tax, and gift tax
advantages of the Life Income Agreement are applicable to the Life
Income Trust. It is not necessary to go into the technical procedures
of computing the charitable contribution deduction because this subject
has been amply covered by the recent publication of the Committee
on Gift Annuities entitled "Guide for Computing the Federal Income
Tax Implications of Charitable Gifts Subject to Life Income Agree-
ments." It is sufficient to recognize here that there is a charitable con-
tribution deduction allowed to the Donor when he establishes an
irrevocable Trust naming a charitable or religious organization, quali-
fied under Section 501 (c) (3), as Remainderman.

The income paid to the Donor from the Life Income Trust is
taxable income of the Donor, which is also the case with a Life
Income Agreement. There is an important distinction, however. The
character of the income from a Trust is the same in the hands of the
Donor as it is in the hands of the Trustee. For example, if the income
of the Trust includes dividends, the Donor can apply the $100 divi-
dend exclusion just as if he had received the dividends directly.

The Donor may also avoid a capital gains tax in the same manner
that he would accomplish the same thing through a Life Income
Agreement. The Donor receives a charitable contribution deduction
computed on the basis of the market value of the property transferred
to the Trust without being subject to a capital gains tax. However,
if there is an express or implied agreement that the appreciated trans-
ferred property were to be sold by the trustee and reinvested in tax-
exempt securities, then the capital gains realized on such sale as between
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the Donor's tax basis and the proceeds of the sale by the trustee would

be subject to a capital gains tax.
A Trust is necessary in order to establish Tax-Free Life Income

Agreements. This subject has been fully covered in the "Tax-Free Life

Income Agreements" presentation of Dr. Hollis L. Turley. The subject

is mentioned here only to provide a cross reference.

The creation of a Life Income Trust on his own life imposes no

gift tax liability on the Donor since gifts to charitable organizations

are specifically held to be nontaxable. If a survivor beneficiary or a

person other than the Donor receives the income, then there is a gift

involved and a possible gift tax. The amount of the gift would be

equal to the value, actuarially computed, of the beneficiary's right to

receive income from the Trust. As has been mentioned earlier, the

gift tax can be avoided with regard to survivor beneficiaries if no

completed gift is made in the Trust instrument.

The Estate Tax consequences of a Life Income Trust are not

much different from a testamentary charitable bequest. The principal

of the Life Income Trust is includible in the estate of the Donor for

Estate Tax purposes, but the amount included would also be deductible

as a charitable contribution. If there is a second beneficiary provided

for, the entire principal of the Trust is included in the Donor's estate,

but the offsetting charitable deduction would be reduced by the value

of the life income to the second beneficiary. The actuarial value of the
second beneficiary's life interest would increase the Donor's taxable

estate. As has been mentioned previously, if the second beneficiary
is the Donor's wife, she is in a far better position having the Life

Income Trust included in her husband's estate. Assume that the wife

is 80 years of age at the time of her husband's death. Also assume that

the Life Income Trust principal at the time of death of the Donor is
$50,000. By including the Life Income Trust in the Donor's estate,

there will be a deduction for the charitable contribution in the estate

of $41,500 (83% of the $50,000 trust principal), in accordpnce with

the Treasury Department Table I. The $50,000 Life Income Trust

would increase the potential marital deduction so that another $25,000
may be deducted from the estate before the Estate Tax rate is imposed.
This gives a possible total deduction to the estate of $66,500, which
is $16,500 more than would have been permitted if there had been a
Life Income Agreement rather than a Life Income Trust.
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is a burdensome one both for you and for your donor. There will
undoubtedly be many cases where local Internal Revenue Service agents
will seek to enforce with some rigidity the reporting provisions called
for during the year 1964. By the same token, other agents may be
quite liberal in permitting less detail for the year 1964. Unfortunately,
due to the three-year statute of limitations, this may not come to the
attention of you or your donor until an 'audit is called for two to
three years hence. Your donor should be told of this possibility. In the
meantime, it behooves all of us to be very sure that our gift-report
records and the records maintained in our accounting offices are in
accord. For example, it is quite natural for you to wish to please your
donor by having your gift records in accord with his claimed charitable
deduction. Nevertheless, there may be a considerable discrepancy
between the value of a stock on the day he delivered it to you and the
cash results coming from a sale of the stock ordered by your accounting
office. Certainly, the donor is entitled to a charitable gift deduction for
the value of the property when delivered. On the other hand, your
records must reflect the cash produced by such a gift.

2. The recent Report of the Treasury Department on Private
Foundations is the other publication that you should read.

This was published in February 1965 and is still in short supply.
I suggest that you write your Congressman for a copy. The report
indicates a most interesting survey of private foundations; but it
contains proposals which, if enacted or asserted, could adversely affect
charities supported by public gifts. I repeat that this is must reading.

THE CHARITABLE GIFT ANNUITY
Here is a suggestion for further reading. I recommend to all of

you that time be taken to read an article on the private annuity, since
there are involved the fundamental elements for which we have
concern in dealing with the charitable gift annuity. An excellent
article appears in THE JOURNAL OF TAXATION for Sep.tember
1961 and is by Shelden V. Ekman.

The basic tax concepts of the charitable gift annuity are well
covered in the "Greenbook" published by the Committee on Gift
Annuities. Its formal title is TAX IMPLICATIONS OF AN AN-
NUITY GIFT as amended September 6, 1962. Even though we have
the Greenbook at hand, let us take a very quick review:
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Series No. 48 at Pages 52 to 55. Dr. Gilbert Darlington, then chairman

of the Committee on Gift Annuities, believed that it was wise to make

public this private ruling letter since it was the only indication that

any of us had as to the attitude then being displayed by the Internal

Revenue Service toward capital gains under a charitable gift annuity.

Just two months after this letter, on November 10, 1955, the same

Presbyterian Church Board received a second letter from the Internal

Revenue Service to the effect that it had under reconsideration this

question of capital gains tax and contemplated that a Revenue Ruling

would be issued in the near future on the subject. That "near future"

came to a head seven years later! The revenue ruling is known as Rev.

Rul. 62-136 and was dated August 27, 1962. In the meantime, you and

I and our predecessors in this work could not stop writing annuities.

Nevertheless, the Internal Revenue Service is now seeking to enforce

this regulation retroactively. We haven't enough problems with a cloud

of radioactivity—now it is a cloud of retroactivity! Under date of May

22, 1964, in my capacity as Chairman of the Committee on Taxation

and Philanthropy of the American College Public Relations Association,

and speaking on behalf of the Committee on Taxation of the American

Council on Education, I wrote to Mr. Mitchell Rogovin, then assistant
to the Commissioner of Internal Revenue Service. Mr. Rogovin has

since been advanced to the position of General Counsel for IRS. He
had asked for a statement of our position with regard to the retroactive
application of Rev. Rul. 62-136, and I gave him the story as I have
given it to you. I am sorry to report that as recently as two weeks ago
the Internal Revenue Service has again seen fit to apply retroactively
the 1962 ruling.

The Baptist Foundation of Texas has also been involved with this
problem for the past year and I have been informed by them that
after a full review in the National office of the Internal Revenue
Service, their appeal was turned down. This case will probably go into
the Federal Courts.

In any event, for those of you who have not had a donor subjected
to audit on this capital gains point, the tension should soon be over.
The three-year statute of limitations will soon clear the decks.

FEDERAL GIFT TAX
Your attention is especially called to the possibility of Federal gift

tax implications when a joint and survivor annuity is written. The
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agreements, two-life agreements, and for a term of years. The first two

tables together with very complete instructions are contained in the

"Redbook" just released to you at this conference. As with the "Green-

book," the new "Redbook" will serve you well.

Should your institution wish to write an agreement covering more

than two lives, it will be necessary to write the Internal Revenue

Service for the necessary factors.
Using the factor from these tables, the charitable gift portion is

determined. This method is firmly established.
Since all income under a Life Income Agreement, other than the

tax-free type, is considered as regular income, no exclusion ratio is

involved.
No capital gains tax is involved in the use of a regular Life

Income Contract or Life Income Trust except on the tax-free type.

However, there is the possibility of the Internal Revenue Service

claiming that a capital gains tax is due where it can successfully assert

that an agency relationship continues to exist between the donor and

the institution in the handling of the contract or trust.

A new element has crept into the Life Income Trust picture by

reason of implications in a recent Tax Court case (Darling, 43 TC

No. 43). I refer you to TAXWISE GIVING for March 1965 and

TAXES FOR FUNDRAISERS for February 15, 1965 for thorough

discussions of this situation. TAXES FOR FUNDRAISERS levels this

caution, "The possibility that the Treasury may repeat this charge in

other cases should not be ignored by donors in setting up trusts

involving real estate." Nevertheless, the Tax Court did not make an

attempt to decide the novel question raised by the Treasury that the

donor's failure to provide for a depreciation reserve in the trust

renders the gift of future interests in depreciable properties unassured

and unascertainable in amount.
It should be remembered that the 1964 tax law bars owners

from taking an immediate charitable gift deduction when giving a

future interest in tangible property while retaining possession. At least

one incident has been reported where a local Internal Revenue Service

agent confused tangible property with intangible property and the

donor was forced to flee back to the refuge of his charity for an

accurate interpretation.
FEDERAL ESTATE TAX—Whether and to what extent a Life

90







TAXWISE GIVING, for instance, has issued a special
supplement on a key to sources of code, regulations, and
rulings governing the Federal Government's tax positions,
this being issued as of November 1, 1964. The editors
of these periodicals need to be kept informed by all of
us when exceptional situations arise which need airing.
In my tax work with the American College Public Rela-
tions Association and the American Council on Educa-
tion, I would appreciate being kept informed of these
exceptional situations as they develop.

5. It has been good to note a decrease in the use of com-
mercial advertising in the promotion of charitable gift
agreements with income retained. Commercialization of
our significant tax-exempt status is surely not to our best
interests.

6. We will do our cause a great service in taking deliberate
efforts to keep our representatives in Congress informed
about charitable gifts and the tax implications involved.
An informed representative should be our greatest sup-
porter.

7. And finally, important as the field of taxation may be to
this area of gift getting, the cause represented by your
institution is still the primary target upon which you
need to focus.
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life in various areas of the world. It reports that the largest average
expectancy of life for males born today is almost 72 years for those
born in Sweden, 71 years in the Netherlands and Norway, and 70
years in Denmark, Israel, and Iceland. Females born today in Sweden
can expect to live slightly over 75 years. Those born in the Nether-
lands, Switzerland, and Norway can look forward to almost 75 years
of life; those born in France can expect to live slightly over 74 years;
and those born in Denmark, the United States, Czechoslovakia, and
New Zealand have an average expectancy of life of between 73 and
74 years.

However, I am sure all of you who are present at this Conference
know of some fine outstanding male and female citizens of the United
States who are now over 100 years of age.

As I look back over the period after the first Committee or Con-
ference on Gift Annuities in the 1920's, I am sure there were none of
us who foresaw the great improvement in life expectancy that would
occur in the United States and throughout the world. It seems to me,
therefore, that we were fully justified in trying to be conservative in
our estimates of the interest rates that could be maintained over each
succeeding period of 40 or 50 years. In addition to this, by adjusting
and lowering the rates in the lower ages where the projected estimate
of interest earned extends for the longest number of years, and in
also adjusting and limiting the top annuity rates for ages over 80 that
are well above the projected interest earned each year, we made doubly
sure that there would be no substantial failure to fulfill the generous
and heart-warming desire of each donor of a Gift Annuity to make
a sizeable contribution to the worthwhile work of the organization that
received his Gift.

In the 10th verse of the 90th Psalm, we read the Psalmist's be-
lief that: "The days of our years are threescore years and ten; and if
by reason of strength they be fourscore years, yet is their strength
labor and sorrow; for it is soon cut off, and we fly away." The esti-
mates of average life expectancy given in UNESCO's Courier have
already exceeded three score years and ten in over 28 countries.

The American Bible Society's 16th President, E. Francis Hyde,
was always reminding our Finance Committee of the 3rd verse of the
6th chapter of Genesis, "And the Lord said, My Spirit shall not always
strive with man, for that he also is flesh: yet his days shall be a hun-
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THE REVEREND ROBERT B. GRONLUND, Vice President

for Development and Public Relations, Capital University

Their individual presentations appear elsewhere in this booklet.

Questions from the floor were frequently occasioned. It was apparent

that the presentations had been informative and helpful.

The Conference recessed for luncheon at 12:30 p.m. Again this

was informal. Table prayer was offered by the Reverend George H.

Pigueron, Jr., Executive Director, The Methodist Country House,

Wilmington, Delaware.
The final business session got underway at 2:15 p.m.

"Taxation of Gift Agreements" was the title of the talk given by

Dr. Roland C. Matthies, Vice President and Treasurer, Wittenberg

University, Springfield, Ohio. He ably and authoritatively drew together

the several tax aspects for both life income agreements and gift annuity

agreements. His talk likewise is reproduced elsewhere.

The final program item of the day was a "panel of experts" com-

posed of members of the Committee on Gift Annuities. They answered

questions from the floor and also a number which had been submitted

in writing in advance of the Conference. Moderator was Mr. Harl L.

Russell, Director of Special Gifts, General Brotherhood Board, Church

of the Brethren. Participation was lively and informative. Panel partici-

pants were the following:

Lt. Col. G. Blair Abrams
Charles L. Burma, Jr.
John M. Deschere
Dr. Roland C. Matthies
Dr. William K. Newman
Mr. Forrest Smith

The Resolutions Committee was then called upon for its report.

It was presented by Chairman Alf W. Jorgenson. He reported that

one of the appointees to the Committee had not been present, namely,

Mr. Jay Beede of Earlham College. Mr. Leonard Hall of that same

institution had functioned in his place.

Mimeographed copies of the Report of the Resolution Committee

had been distributed during the noon-hour recess. They were approved

as submitted with the exception of Resolution IV. Actual participants

in the panel discussion were not in every instance those listed in the
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Committee's report (which obviously had to be prepared "before the
fact"). The Report of the Resolutions Committee, with the foregoing
adjustment, appears following these Minutes.

Closing prayer and benediction were pronounced by the Reverend
George M. Morrison, Secretary of the Board of Finance, The United
Church of Canada.

The Twelfth Conference was declared adjourned at 4:00 p.m.

Respectfully submitted
CHESTER A. MYROM
Secretary





COMPUTING THE FEDERAL TAX IMPLICATIONS OF
CHARITABLE GIFTS SUBJECT TO LIFE INCOME AGREE-
MENT and making it available to the registrants at this
Conference.

VI. BE IT RESOLVED that the Twelfth 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:
1. the agreement between the donor and the issuing agency

be referred to as a "Gift Annuity Agreement" ;
2. the periodic payment under gift annuity agreements be

referred to as "Annuity Payments" ;
3. in speaking of, promoting, or advertising gift annuity

agreements such terminology as "bonds," "interest," "prin-
cipal," which apply to other forms of agreements be care-
fully avoided.

VIl. BE IT RESOLVED that the Twelfth Conference on Gift
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. persons paid under the agreement be called "Life Income
Beneficiaries";

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

VIII. BE IT RESOLVED that the Twelfth Conference on Gift
Annuities recommend to all organizations and institutions
issuing gift annuity agreements that an amount at least
equivalent to the required actuarial reserve, plus a reasonable
margin for contingencies, be segregated and be held only for
the purpose of making the required annuity payments.

IX. BE IT RESOLVED that the Twelfth Conference on Gift
Annuities recommend that religious, educational, and charitable
groups which cooperate with the Committee on Gift Annuities
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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.

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

XI. BE IT RESOLVED that the Twelfth Conference on Gift
Annuities express its appreciation to Dr. Gilbert Darlington,
Honorary Chairman, for his written greeting, pertinent observa-
tions, and wise counsel based on his many years in the gift
annuity field, taking regretful note that this is the only con-
ference he has missed since the first conference in 1927.

XII. BE IT RESOLVED that the Twelfth Conference on Gift
Annuities express its appreciation for the special helpfulness
extended to this group by Mr. Harry Gibson, Superintendent,
Convention Bureau, The Methodist Church ; Mrs. Shirley Nor-
ling, Council on World Service and Finance, The Methodist
Church; Mrs. Rose Burney, Mr. John Kuester, and Miss June
Swanson, American Bible Society, Chicago Staff; and Miss Edith
Soffel, American Bible Society, New York Staff.

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

XIV. BE IT RESOLVED that the Twelfth 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.

Mr. Alf W. Jorgenson, Chairman
Mr. Jay Beede

(Represented by Mr. Leonard Hall)
Mr. Robert Greiner
Mr. Charles L. Burrall, Jr.
Mr. James A. Cousins
Dr. Chester A. Myrom

Ex Officio:
Mr. Charles W. Baas
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Organization

Asbury Theological Seminary, Wilmore,
Kentucky

Augsburg College, Minneapolis, Minnesota

Aurora College, Aurora, Illinois

Austin College, Sherman, Texas

The Baby Fold, Normal, Illinois
Baptist Foundation of Alabama, Mont-
gomery, Alabama

Baptist Foundation of Arizona, Phoenix,
Arizona

Baptist Foundation of Illinois, Carbondale,
Illinois

Baptist Foundation of Texas, Dallas, Texas

Baptist Hospital Fund, Inc., St. Paul, Min-
nesota

Barrington College, Barrington, Rhode Is-
land

Barton-Gillet Company, Baltimore, Mary-
land

Beloit College, Beloit, Wisconsin

Berea College, Berea, Kentucky

Bethany College, Lindsborg, Kansas
Bethany Theological Seminary, Oak Brook,

Illinois
The Bible Meditation League, Columbus,
Ohio

Biola College, La Mirada, California
Boston University, Boston, Massachusetts
The Brethren Church—Missionary Board,

Ashland, Ohio
Bridgewater College, Bridgewater, Virginia
John Brown University, Siloam Springs,

Arkansas

Calvary Bible College, Kansas City, Mis-
souri

Calvin College and Seminary, Grand Rapids,
Michigan

Capital University, Columbus, Ohio
Carnegie Institute of Technology, Pitts-

burgh, Pennsylvania
Carroll College, Waukesha, Wisconsin
Case Institute of Technology, Cleveland,
Ohio

Central Baptist Theological Seminary, Kan-
sas City, Kansas

Central College, McPherson, Kansas
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Represented by

Mr. D. Wray Richardson

Mr. Sigvald V. Hjelmeland
Rev. Richard F. Holy
Mr. James E. Crimi
Mr. Gerald F. Richardson
Mr. Orrin Singleterry
Mr. James A. Stillwell

Mr. Charles W. Sedgwick
Mr. Vernon Yearby

Mr. Glen E. Crotts

Mr. H. C. Croslin

Mr. George L. Shearin

Rev. Gordon E. Smith

Mr. Clyde A. Norman, Jr.

Mr. Luther H. Hoopes

Mr. David Kidder
Mr. Paul A. Pratt

Mr. Donald J. Mensinger
Mr. Ray R. Ramseyer
Mr. Oren W. Daniels
Mr. John A. Eichelberger
Mr. E. Floyd McDowell
Mr. Darrel D. Stark

Mr. Paul W. Schwepker
Mr. James P. Berluti
Mr. M. Virgil Ingraham

Dr. Samuel A. Harley
Mr. Stewart Springfield

Mr. Melvin Bouman
Mr. Ronald J. Krestan
Mr. George S. Pearson
Mr. Henry De Wit

Rev. Robert B. Gronlund
Mr. Alvin P. Brannick

Mr. Robert D. Steele
Mr. Harry W. August

Mr. William T. Evans
Mr. Dale J. Van Hovel
Mr. John Cammin





Organization

Evangelical Theological Seminary, Naper-
ville, Illinois

The Evangelical United Brethren Church,
Dayton, Ohio

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

Faith for Today, Carle Place, L.I., New
York

Faith Theological Seminary, Philadelphia,
Pennsylvania

Far East Broadcasting Co. Inc., Whittier,
California

Far Eastern Gospel Crusade, Detroit, Mich-
igan

Fellowship of Baptists for Home Missions--
Church Buildings Committee, Elyria,
Ohio

Gene A. Ford and Associates, Seattle,
Washington

Franklin and Marshall College, Lancaster,
Pennsylvania

Free Methodist Church of North America,
Winona Lake, Indiana

Fuller Theological Seminary, Pasadena,
California

Garrett Theological Seminary, Evanston,
Illinois

Glenmary Home Missioners, Glendale, Ohio
Gonser, Gerber, Tinker and Stuhr, Chicago,

Illinois
Good News Broadcasting Association, Lin-

coln, Nebraska
The Gospel Association for the Blind, Inc.,

College Point, 'New York
Grace Bible Institute, Omaha, Nebraska
Grace Children's Home, Henderson, Ne-

braska
Graceland College, Lamoni, Iowa
Grand Rapids Baptist Bible College, Grand

Rapids, Michigan
Grinnell College, Grinnell, Iowa
Gustavus Adolphus College, St. Peter,

Minnesota

The Hartford Seminary Foundation, Hart-
ford, Connecticut

Hastings College, Hastings, Nebraska
Heidelberg C,ollege, Tiffin, Ohio
Hewitt Associates, Libertyville, Illinois
Hillsdale College, Hillsdale, Michigan
Hinsdale Sanitarium and Hospital, Hins-

dale, Illinois

Hiram College, Hiram, Ohio
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Represented by

Mr. Kenneth I. Clawson

Dr. Wesley O. Clark

Mr. G. L. Fleming

Mr. William R. Lawson

Mr. 'Richard C. Curry

Mr. R. E. Bronson

Mr. Richard Oestreicher

Mr. Harold R. Hill, Jr.
Mr. David Muck

Mr. Gene A. Ford

Mr. Paul R. Linfield

Rev. W. Walter Groesbeck

Mr. Richard D. Curley

Miss Inez A. Larson

Rev. Laurence B. Goulding
Mr. Edward E. Hale

Mr. A. F. Schrader

Mr. M. Tirschwell

Mr. Vernon Buller
Mr. Austin Havens

Mr. Jim White
Mr. Clair L. Saliers

Mr. Donald W. Lambie
Mr. R. W. Lawson

Mr. Russell F. Benson

Mr. J. Robert Siefer
Mr. Ivan D. Immel
Mr. John P. Fixmer
Mr. Charles W. Shipman
Mr. M. J. Blair
Mr. H. N. Prusia
Mr. W. H. Wilson
Mr. Frank B. Buell



Organization

Houghton College, Houghton, New York

Howell Advertising Agency, Elmira, New
York

Huggins & Company, Inc., Philadelphia,
Pennsylvania

Illinois Disciples of Christ, Bloomington,
Illinois

Illinois Wesleyan University, Bloomington,
Illinois

The Independent Board for Presbyterian
Foreign Missions, Philadelphia, Pennsyl-
vania

Institute for Philanthropic Planning, Inc.,
New York City

International Students, Inc., Washington,
D. C.

Inter-Varsity Christian Fellowship, Chicago,
Illinois

Jesuit Deferred Funds, Portland, Oregon
Juniata College, Huntingdon, Pennsylvania

Charles F. Kettering Memorial Hospital,
Kettering, Ohio

The King's College, Briarcliff Manor, New
York

Kings Garden Inc., Seattle, Washington
Knox College, Galesburg, Illinois
Knox College--Branch Development Office,

Chicago, Illinois

Lake Erie College, Painesville, Ohio
Lake Forest College, Lake Forest, Illinois
LaVerne College, LaVerne, California
Sarah Lawrence College, Bronxville, New
York

LeTourneau College, Longview, Texas

Life Messengers, Inc., Seattle, Washington
Loma Linda University, Loma Linda, Cali-

fornia
Lutheran Church in America Foundation,
New York City

Lutheran Church—Missouri Synod Founda-
tion, Saint Louis, Missouri

Lutheran Church—Missouri Synod, Indiana
District, Fort Wayne, Indiana

Lutheran Homes Inc., Fort Wayne, Indiana
Lutheran Laymen's League, St. Louis, Mis-

souri
Lynchburg College, Lynchburg, Virginia
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Represented by

Robert Fraser
Donald Johnson
Everts H. Howell

Mr. Charles L. Burrall, Jr.

Mr. Robert M. Hall

Dr. George T. Oborn

Dr. J. Philip Clark

Mr. Walter Mortensen

Mr. John B. Bjorklund

Mr. Keith L. Hunt
Mr. James M. McLeish

Father J. W. Conyard, S.J.
Mr. John T. Fike

Mr. Norman Spuehler

Mr. James Wiegand

Mr. Gordon Breda
Mr. Elmer Jagow
Mr. DeHaven Woodcock

Mr. James L. Norris
Mr. John S. Munshower
Mr. H. Spenser Minnich
Mr. David C. Ferner

Mr. Willard L. Archer
Mrs. Faye Bozarth
Mr. Paul E. Glaske
Mr. A. E. Pfau
Mr. Ray W. Johnson
Mr. Kenneth H. Hopp
Mr. W. O. Reynolds
Mr. William J. Graham
Dr. Chester A. Myrom
Dr. Eugene R. Bertermann

Rev. E. H. Zimmermann

Mr. Francis E. Elmore
Mr. Philip Draheim

Mr. James E. McKinney





Organization

National Council of the Churches of Christ
in the U.S.A., New York City

National Woman's Christian Temperance
Union, Evanston, Illinois

Near East Foundation, New York City
New Mexico Baptist Foundation, Albu-

querque, New Mexico
New Tribes Mission, Inc., Woodworth,

Wisconsin
New York Bible Society, New York City

North American Baptist General Conven-
tion, Forest Park, Illinois

North Park College and Theological Sem-
inary, Chicago, Illinois

Northern Baptist Theological Seminary,
Oak Brook, Illinois

Northwest 'Nazarene College, Nampa, Idaho
Northwestern College, Minneapolis, Minne-

sota
Northwestern University, Evanston, Illinois

Oberlin College, Oberlin, Ohio
Occidental College, Los Angeles, California
Ohio Church Residences, Inc., Waverly,
Ohio

Ohio Northern University, Ada, Ohio
Ohio Wesleyan University, Delaware, Ohio
Oklahoma Methodist Foundation, Inc.,
Oklahoma City, Oklahoma

Olivet Nazarene College, Bourbonnais, Il-
linois

The Oriental Missionary Society, Los An-
geles, California

Orthodox !Presbyterian Church, Philadel-
phia, Pennsylvania

Otterbein College, Westerville, Ohio
William Penn College, Oskaloosa, Iowa
Philadelphia College of Bible, Philadelphia,

Pennsylvania
Pilgrim Holiness Church—World Missions,

Indianapolis, Indiana
Pinecrest Manor—Home for Senior Citi-

zens, Mount Morris, Illinois
Pomona College, Claremont, California
Prerau and Teitell, Esqs., New York City
The !Presbyterian Church in the United

States, Inc.—Board of Annuities and Re-
lief, Atlanta, Georgia

The Presbyterian Church in the United
States, Inc.—The Board of Church Ex-
tension, Atlanta, Georgia
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Mr. Robert Peterson
Dr. T. K. Thompson
Mrs. H. F. Powell

Mr. William Z. Cline
Mr. W. C. Ribble

Mr. J. B. Knutson

Rev. Albert C. Johnson
Rev. Youngve R. Kindberg
Mr. David Draewell

Mr. LeRoy M. Johnson
Mr. Sidney A. Rasanen
Rev. Arthur J. Hyde

Dr. L. Wesley Johnson
Mr. Richard B. Stenberg

Mr. Lyndon O. Adams
Mr. David O. Jones
Mr. John F. Norman
Mr. Alban Weber

Mr. David W. Clark
Mr. Russell Kohr
Mr. John R. Glenn

Mr. George Dana Brabson
Mr. J. David Ross
Dr. Earl S. Walker

Rev. D. J. Gibson

Rev. Uri G. Chandler

Mr. Lewis W. Roberts

Mr. Wade S. Miller
Mr. John D. Wagoner
Mr. Wallace E. Woods

Mr. Charles Lewis

Mr. James E. Tomlonson

Mr. Douglas F. Scott
Mr. Sydney Prerau
Mr. Horace H. Guerrant

Mr. G. B. Strickler







Organization

Seventh-day Adventists — Southern Union
Conference, Decatur, Georgia

Seventh-day Adventists—Texas Conference
Association, Fort Worth, Texas

Seventh-day Adventists—Upper Columbia
Mission Society, Spokane, Washington

Seventh-day Adventists—Washington Con-
ference, Seattle, Washington

Seventh-day Adventists — Wisconsin Con-
ference, Madison, Wisconsin

Robert F. Sharpe—Consultant, St. Louis,
Missouri

Simpson Bible College, San Francisco, Cali-
fornia

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

Society of the Divine Savior, Salvatorian
Center, Wisconsin

Southern Baptist Convention — Annuity
Board, Dallas, Texas

Southern Baptist Convention—Stewardship
Commission, Nashville, Tennessee

Southern Seminary Foundation, Louisville,
Kentucky

Stanford University, Stanford, California
Starr Commonwealth for Boys, Albion,

Michigan
Superannuates Relief Association, Chicago,

Illinois
Syracuse University, Syracuse, New York

Tennessee Baptist Foundation, Nashville,
Tennessee

Trinity Christian College, Palos Heights,
Illinois

Union Theological Seminary in Virginia,
Richmond, Virginia

The United Christian Missionary Society,
Indianapolis, Indiana

United Church of Canada, Toronto, On-
tario, Canada

United Church of Christ Foundation of
South Dalcota, Huron, South Dakota

United Church of Christ—Board for Home-
land Ministries, New York City

United Church of Christ—Board for World
Ministries, New York City

The United Presbyterian Board of Chris-
tian Education, Philadelphia, Pennsyl-
vania
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Mr. Clarence M. Laue
Mr. A. C. McKee
Mr. F. A. Mote
Mr. H. D. Burbank

Mr. R. G. Dutro
Mr. W. L. Massengill
Mr. W. E. Wasenmiller
Mr. Earl K. Mooers

Mr. R. E. Macdonald

Mr. Robert F. Sharpe

Mr. S. L. Bjornson

Mr. James A. Cousins
Miss Agnes Claire Reithebuch
Mrs. Cecilia Stubben
Rev. Cormac Dwyer
Rev. Wigbert Leinweber
Mr. L. Taylor Daniel
Dr. R. Alton Reed
Mr. Merrill D. Moore

Mr. Paul G. Kirkland

Mr. Myrl A. Meyer
Mr. Howard Knorr

Rev. Timothy B. Reeves

Mr. Harry E. Yeiser, Jr.

Dr. Henry J. Huey

Mr. Audley G. Lemmenes

Mr. Kenneth B. Orr

Mr. Garland S. Farmer
Mr. Charles C. Mills
Mr. Wade D. Rubick
Mr. L. O. White
Mr. Harold Arnup
Rev. George Morrison
Mr. Rueben P. Koehler

Miss Paula Hamburger

Dr. Everett A. Babcock

Rev. Paul H. Hazlett, Sr.
Mr. James Neilson
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World Vision, Inc., Pasadena, California

Young Life Campaign, Colorado Springs,
Colorado

Brigham Young University, Provo, Utah
Delegates at Large

Represented by

Mr. H. Lee Bernard
Mr. R. D. Freleigh
Mr. John Carter

Mr. Raymond E. Beckham
Lt. Col. G. Blair Abrams
Mr. Forrest Smith





Article III

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.

Artide 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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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.

IV. 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.

V. 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 Cotrunittee Meeting that votes on calling such Confer-

ence, or by correspondence if not present at such meeting.

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

VIII. 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.

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

X. These By-laws may be amended at any regularly called meet-
ing of the Committee, provided the proposed changes are
approved by a two-thirds vote of the members present and
voting.

I





UNIFORM GIFT ANNUITY RATES

SINGLE LIFE

Adopted by Conference on Gift Annuities, April 7, 1965

Age Rate Age Rate

30 3.0% 61 4.8%
31 3.0 62 4.9
32 3.0 63 5.0
33 3.0 64 5.1
34 3.0 65 5.2
35 3.0 66 5.3
36 3.1 67 5.4
37 3.2 68 5.5
38 3.3 69 5.6
39 3.4 70 5.7
40 3.5 71 5.9
41 3.6 72 6.0
42 3.7 73 6.2
43 3.8 74 6.3
44 3.9 75 6.5
45 4.0 76 6.7
46 4.0 77 6.9
47 4.1 78 7.1
48 4.1 79 7.4
49 4.2 80 7.6
50 4.2 81 7.7
51 4.2 82 7.8
52 4.3 83 7.9
53 4.3 84 8.0
54 4.4 85 8.0
55 4.4 86 8.0
56 4.5 87 8.0
57 4.5 88 8.0
58 4.6 89 8.0
59 4.7 90 8.0
60 4.7

UNIFORM GIFT ANNUITY RATES

TWO LIVES - JOINT AND SURVIVOR

Adopted by Conference on Gift Annuities, April 7, 1965

AGE OF OLDER LIFE
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