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OPENING REMARKS

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

This is the Fifteenth Conference on Gift Annuities. It all
started back in 1927 when a committee was formed in March of
that year and was charged — “to 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, to ascertain
and advise as to the legislation in the United States and the
various states regarding annuities, their taxability, etc. This com-
mittee is requested to make an immediate study of the matter of
rates and to call a conference of interested parties on this matter
at the earliest possible date. This committee should be guided in
its study by an early determination as to what is the primary
motive in the writing of annuity contracts.” — The Commit-
tee almost immediately had something to say, so a conference,
the first, was called for April 29, 1927. After these 47 years, that
first charge to the committee is basically what you will still find
in the Committee’s Constitution. The first Conference brought
together 47 people; today, present in Atlanta, we have 429
persons from 329 organizations; but the real story is in the
sponsorship of the Committee which now totals 846 organiza-
tions. I suppose committee members understand the magnitude
of that number to a much greater degree than the average
sponsor —Why? Just based on the volume of correspondence
which can be a problem to a group which has no full time, paid
staff. As you can see from the Constitution of the Committee on
Gift Annuities, which is in your packet, the Committee is self
perpetuating and is limited to 25 members. Committee members
have been picked from those institutions whose deferred gift pro-
grams were fully developed, with some consideration given to
factors such as geographical location and the general makeup of
the sponsoring organizations. Bearing all these considerations in
mind, we have, at present, a reasonable cross section of the whole
sponsorship. Perhaps a bit heavy in Churches and Church
Boards, but as these organizations 1('.1llv were the pioneers in the
deferred giving field, it is easy to understand why their represen-
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tation is strong. The trend is toward increasing the representation
of educational institutions on the Committee as more and more of
this type of organization is becoming involved in deferred giving
programs. Present sponsorship figures are:

Sponsorship Committee
1. Churches & Church Boards ...... 16% 135 10 47.6%
2, Educational

Colleges 338
Seminaries 25
Institutes 10

e 44 373 4 19.0

30 Foundations 4 el e vy amlae s 4 34 3 14.3

4, Homes & Hospitals ............ 11 89 —_ _

5. Other Religious Groups ......... 15 124 3 14.3

6. Professionals .........oconveens 5 45 1 4.8

T Other s v e S 5 46 == —

100.0% 846 21 100.0%

The responsibility of the Committee is to represent you col-
lectively in preparing the program and arrangements for Con-
ferences such as these, recommending gift annuity rates, pooled
income practices, accepted forms of agreement, suggesting
criterion for adequate reserve funds, providing the mechanics for
computing tax information and a host of related items. Com-
mittee members have argued or testified on your behalf before
State SEC Commissions, Insurance Departments and legislative
bodies, in addition to appearing before Federal agencies, and this
function has not been limited to Committee members only, staff
at affected sponsoring organizations have often participated as
well. The Committee itself may be among the most loosely
organized groups in the world which is illustrated by the fact that
neither the Conference nor the Committee has authority to bind
any organization by its decisions. Yet, time and again when a
problem arises, we seem able to close ranks and present a solid
enough front so we can make an impression on someone — in a
way, I guess this is how I would measure our success. We really
are a group of volunteers helping one another and the causes we
represent in the field of deferred giving.

Historically, the Conferenc. and Committee activities have
related primarily to the technical aspects of deferred giving with
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very little on the promotion of these gifts. Now this kind of state-
ment makes it all sound simple, but I am sure you know it isn't.
The manuals put out by the Committee ought to be enough
evidence to prove the point. The first manual, now obsolete, on
how to compute the federal tax implications of a gift annuity was
dated in 1943. Probably that document seemed complex at the
time, but you may be interested in knowing its 16 pages have
been superceded by the present 42-page document now necessary
to do the same thing. At any rate, the document is the Green
Book, dated September 19, 1972. We also have a Red Book, dated
December 1971, which is the latest version of a guide for com-
puting the federal tax implications of charitable gifts subject to
life income agreements under pooled income fund plans. It in-
cludes some suggestions on how to administer these gifts and a
reminder that you need still more information which can be
found in the IRS Publication 723B. In the Red Book you get the
most for your money, 51 pages. Gold is the newest text, Deferred
Gift Annuities, dated March 1973. This is the smallest of the
manuals, only 28 pages, but I suspect it might provide the biggest
calculation headache. Let me see a show of hands, how many
organizations have actually issued a deferred annuity agreement?
Before we leave these documents, which you must pay for, I
think I should call your attention to the fact that you are only
charged the actual cost of preparing the material. In addition to
the manuals, there are, of course, the published proceedings of
the conferences which give you in printed form much of what the
experts on the program have to say.

Before I stop talking and get the important parts of this con-
ference going, I'd like to comment on the program. Note first
there has been ample time provided for questions from the floor
— don’t be shy, take advantage of the opportunity. Second, the
conference will be asked to take action on rates, the first thing
tomorrow morning, both for regular and deferred gift annuities.
However, the data you need will be provided this morning in the
projection of the economic outlook and the actuary’s report. The
delay in action is intended to give you time to think about what's
being proposed, so feel free to discuss the subject with other
delegates attending the conference. There are workshops this
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afternoon and tomorrow morning. Your badge bears the symbols
of the workshop group to which you belong, it says Al, A2, Bl or
B2. The first part of the session will deal with the subject in-
dicated on the program, after the allotted time, the leader will
then join another workshop group and its leader will take over
your group to direct the discussion of the alternate subject. The
Program Committee feels it is easier to move leaders than to
move groups.

There are optional sessions this evening which I am inclined
to stress should be a must, as they provide an opportunity for you
to get next to the professionals.

Incidentally, identification of Committee members is easy —
delegates have badges with blue tops and Committee members
are wearing badges with gold tops. If you are wondering about
those badges you see with pick tops, those are worn by young
ladies who are available to assist you.

As in the past, the Committee on Gift Annuities recommends
that the drafting of resolutions to be considered by the Con-
ference be placed in the hands of a Resolutions Committee. The
following persons have been suggested to serve as a Resolutions
Committee, all of whom have attended several previous Con-
ferences:

Chairman: Robert B. Gronlund of The University of Tampa

Charles L. Burrall, Jr. of Huggins & Company,
Inc.

Kenneth H. Emmerson, of the General Con-
ference of Seventh-day Adventists

Walter C. Konrath, of the American Baptist
Foreign Mission Society

Chester A. Myrom, of the Lutheran Church in
America Foundation

John H. Rudy, of The Mennonite Foundation,
Inc.

and your chairman as an ex officio member.

Our special thanks go to the Subcommittee on Program
which is headed by Mr. William E. Jarvis, and the Subcommittee
on Arrangements, headed by Brigadier Frank Moody.
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THE ECONOMIC OUTLOOK

DR. ARNOLD DILL
Funds Management Officer at the
Citizens & Southern National Bank

I am going to talk with you about the fascinating subjects of
where the economy is, or how did we get in this mess, and where
we are pointed, or, is there any hope we will muddle through? If
I were to ask each of you what our number 1 economic problem
is, I imagine that 95% or more would say inflation and,
particularly that inflation is accelerating. Many of us are scared.
We wonder, how we can protect ourselves as we watch the
declining purchasing power of our income, savings, and in-
vestments. We doubt the ability of governments to stop the spiral
of inflation without medicine that seems even worse than the
sickness. With all the shortages, we wonder if we have lost our
ability to rapidly expand production. In the U.S., the consumer
price index rose at a 12% annual rate in the 1st quarter and is
10% above a year ago. The wholesale price index rose at a 29%
annual rate in the Ist quarter and is now over 19% above a year
ago. There are a few, if any, signs that inflation is abating. And
this problem is by no means confined to the U.S. In Japan, for in-
stance, consumer prices rose 26% in the year ended February.

This leads into the question of why interest rates are cur-
rently at all time highs. The main reason is inflationary ex-
pectations of businesses. Expecting the prices of oil, steel,
chemicals, land and equipment to be leaping ahead, especially
with controls ending, firms have borrowed tremendous sums in
attempts to order and purchase commodities to beat price in-
creases. In addition, sharply inflated prices of oil and other com-
modities have increased the amount of credit required to finance
a given level of inventories or business. Also, businesses have
been investing heavily in plant and equipment to expand taxed
capacity. These tremendous credit demands have run smack into
a determined Federal Reserve policy of limiting credit growth to
moderate levels. As a result, businesses have competed among
themselves for scarce credit supplies and interest rates have been
bid out of sight. In meeting commitments to business borrowers,
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banks have been incurring costs of funds up to 12%. I must
emphasize again that inflationary expectations have fueled the
credit demands that have bid up rates. Thus, record high interest
rates are a symptom of record high inflation.

The fundamental cause of our inflation is stimulative
monetary and fiscal policies that arise from our desire to achieve
low unemployment. Anytime unemployment moves much above
4%, monetary and fiscal discipline is relaxed to stimulate the
economy and reduce unemployment. However, the price and
wage structure of the economy has become gradually more rigid
so that prices and wages do not fall during recessions. A little
more inflation is required to get us moving out of each successive
recession. Like an addict, we are hooked on inflation, and we
have to have gradually increasing doses to achieve the same, tem-
porary, euphoria. In our frustration with the worsening com-
bination of inflation and unemployment, we unfortunately
grasped at controls in the 1970’s. The fact that these controls were
allowed to expire yesterday is evidence of their ineffectiveness.

While the fundamental reason we have accelerating inflation
is stimulative monetary and fiscal policies, there are some ac-
cidental factors that have aggravated inflation in recent years.
For instance, in 1965, we got hit with the double wammy of Viet
Nam and the War on Poverty increasing the temptation to
finance Federal deficits with created money. Also, world en-
vironmental problems have at least temporarily limited supplies
of raw materials of some types. There was a terrible agricultural
year in 1972. Also, the dollar was finally allowed to fall to its
equilibrium value against other currencies, raising the prices of
the goods and services we import. And, of course, the oil embargo
hit us right in the solar plexus.

The cure for inflation is nothing short of at least temporarily
giving up our goal of 4% unemployment. We need a prolonged
period, perhaps as much as 2 or 3 years, where monetary and
fiscal policies become gradually less stimulative. During this
period, a surplus of plant capacity, inventories and labor would
gradually accumulate. During this period, we must resist
enormous public pressures to restimulate the economy in order to
reduce unemployment. We must also accept the fact that this will
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mean that the real incomes of working people will not rise very
rapidly as we devote a larger percent of our national income to
production increasing investment.

So much for how we got into this mess. Before trying to get a
fix on the outlook, let’s consider a few other points. First, price
controls ended yesterday and I assume there will be no tax cut. A
tax cut now would be as cruel and stupid as offering a drink to an
alcoholic who is showing the first signs of sobriety. As controls
phase out, we will likely have a one shot bulge in some prices, but
this should spend itself shortly if businesses and labor become
convinced that controls will not be quickly reimposed.

Secondly, we consumers are not likely to be robust spenders
in the next year. Surveys indicate consumer sentiment is at an all
time low. Take home pay, deflated for price increases, was a
substantial 4.7% below a year ago in March. The ratio of con-
sumer debt to disposable personal income is high. Delinquencies
on bank installment loans rose to 2.7% in the first 2 months of
1974, up from 2.1% a year ago. The purchasing power of the con-
sumer’s wealth has been sapped by inflation and decreases in the
value of stock prices. Therefore, the consumer will likely try to be
repairing his savings hoard and his credit rating and he will not
be willing or able to spend a great deal of money.

Thirdly, we have some serious credit problems in the
economy and might experience a severe credit crunch with a ma-
jor bankruptey or two or a wave of minor bankruptcies. At the
moment, credit problems are mainly concentrated in a real estate
area, but liquidity problems could spread to other financial and
non-financial type institutions. If we should have a serious credit
crunch, a recession will follow.

Fourthly, the 1971-1973 period of remarkable labor tran-
quility may be coming to an end. In 1973, man hours lost to
strikes were 1/3 those of 1970. However, so far in 1974, strike ac-
tivity and man hours lost in strikes have increased rapidly. We
could have a serious labor turmoil problem if policemen,
candlestick-makers, and clergymen all try to regain lost purchas-
ing power. Two particularly important labor contracts expire:
The east coast longshoremens’™ contract on September 30th and
the coal miners on November 12th. The east coast longshoreman’s
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situation looks particularly bleak.

Let’s turn to the question of how we will muddle through.
Over the longer term, say the next 5 years I believe that we will
see an end to the steady acceleration of spending growth, in-
flation and interest rates that has occurred over the past decade. I
just do not think that we are willing to tolerate a further ac-
celeration of inflation. The rest of the 1970’s should be a period of
moderate spending growth, high investment, and rapid, but not
accelerating, inflation.

The important factor in the near term outlook is the Federal
Reserve’s determination to prevent excessive money and credit
growth. This practically guarantees that we will not have a
further acceleration of inflation and spending later this year.

Total spending on goods and services (GNP) should be
growing at between a 6 to 10% annual rate over the next 5
quarters and probably beyond. Real output has probably stopped
falling and should expand a little in the second half. Unemploy-
ment will probably touch 6% at sometime in the second half.

Inflation should be peaking out, although the improvement I
foresee is minor and gradual, say from 10% plus general inflation
rate in the first half of 1974 to a 5% to 8% rate in the first half of
1975. Inflation of industrial commodities simply can’t be sus-
tained at the recent rates given the Federal Reserve’s desire to
limit credit growth. When industrial commodity inflation slows,
firms will not readily increase inventories at high interest rates
and this could further soften markets. Regarding oil, I look for no
increase in the price of crude oil this year, compared with a trip-
ling of the price from September to March. In agriculture, it
looks like production will be rising in response to price incentives,
which should keep the lid on agricultural prices later this year.
However, huge increases in agricultural costs and very low
stockpiles should prevent any sharp reduction in agricultural
prices.

What will be inflating this year is wage rates and this will be
pushing up costs. However, new plant and equipment will in-
crease productivity and unemployment rates in excess of 54%
may tend to dampen some wage increases.

The strong sectors of the economy should be business in-

10



vestment, government and consumer nondurables; the weak sec-
tors should be housing and consumer durables. Housing and real
estate in general will be hard hit by the recent back up in interest
rates. Housing starts should continue weak through mid-summer
and may total only about 1.6 million this year compared with
over 2 million starts in each of the past 3 years. Auto sales should
recover from the very low first quarter rate, but still remain quite
sluggish the rest of the year.

Interest Rates

Interest rates have trended upward strongly over the post
war period, just as inflation has. I foresee rates leveling off on a
high plateau over the next 5 years, in sympathy with my view
that inflation will be doing the same thing, In the near term, I ex-
pect that most short-term interest rates are at or near peaks,
although I would guess the prime rate will move up to between
11%% and 12%% The Federal Reserve is not about to ease
rates until it has seen firm evidence that the growth of the money
supply, business loans, or inflation has abated and so far there is
not one shred of supporting evidence. Therefore, I see no
substantial reduction in short term interest rates for at least 6
weeks.

By the 3rd quarter, I expect industrial commodity inflation
and business credit demands will begin easing. At that time,
housing should still be in a deep slump and consumer credit
demands weak. This should permit some modest decline in short-
term interest rates in the second half of the year and into 1975.
However, declines would only be to levels that still would be very
high by historic standards.

Long term interest rates should be under upward pressure
for at least 2 months. Later in the year, they may show some
downward drift in sympathy with declines in short term interest
rates, but continuing strong inflationary expectations should put a
high floor under long term interest rates. It is hard for me to im-
agine long term interest rates below 8% in 1974 or 1975.

SUMMARY
In conclusion, we are in the midst of our worst peacetime in-
flation. This inflation has ballooned business credit demands that
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have, in turn, bid interest rates to record levels. The long run cure
for inflation and associated high interest rates involves nothing
short of a prolonged period, perhaps two years, of monetary and
fiscal policy discipline and an unemployment rate in the 5 to 6%
range. :

The most important factor in the near term outlook is the
resolve of the Federal Reserve to prevent excessive money and
credit growth. This, in turn, should prevent excessive spending
and inflation growth later this year. I do foresee a modest easing
of inflation later in the year. In the near term, interest rates may
move a little higher before easing modestly over the next few
quarters.

The major possible contingencies for 1974 are:

1. A credit crunch followed by a housing depression and
general recession. Under this alternative, interest rates
would eventually be lower than forecasted above.

2. Increased labor militancy with reduced productivity and
increased inflation. There is some chance of a harmful
longshoreman strike beginning in September and a coal
miners strike beginning in November.

3. Poor crops caused by bad weather which would aggra-
vate the inflation problem.

4. A new Middle Eastern war and a resumption of the oil
embargo.

I would like to finish with the following warning. In this ter-
ribly uncertain environment, a man can’t no more confidentially
forecast economic phenomena than he can come back from
where he ain’t never been. Therefore, any investment position
based on a given economic forecast must be hedged against the
possibility that the forecast may be grossly in error,
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THE INVESTMENT OUTLOOK

MR. WENDELL M. STARKE
Vice President and Secretary/Treasurer of
Citizens and Southern Investment Counseling Incorporated

Having just heard from one of the nation’s foremost
economists, you might be interested in hearing about a con-
versation I recently overheard between an engineer and an
economist. They were discussing whose was the oldest profession
in the world. The engineer said that it was obvious that engineer-
ing was the oldest profession in the world since the heavens and
the earth were created from chaos, and that was obviously a
marvelous feat of engineering, The economist simply looked at
him and asked, “Who do you think created chaos?”

That little story just about sums up what many Americans
think about the success of our leading economic planners over the
last several years. There has been a notable lack of agreement as
to the proper course of action and an almost total lack of success
once the chosen action has been taken. There is a clear lack of
consensus as to what should be done at this time. One observer
recently noted that if you laid all the economists in the country
end-to-end, they would reach from Atlanta to St. Louis, but
would never reach a conclusion.

Arnold Dill has given you a concise summary of his ex-
pectations for the economy. I will make a few comments of my
own on the economy, particularly as they relate to the subject of
my talk — the current and prospective investment environment.

What has been the single, most important factor in the very
poor performance of American investment markets since the mid-
Sixties? Obviously, there have been many factors at work, but the
single, most important one seems to have been the strong up-
trend in interest rates. To understand why interest rates have had
such a strongly negative impact on, not only bond prices, but also
equity prices, we need to take a look at the historical rates of
return of various investment vehicles, and their relative at-
tractiveness under different interest rate environments. A very
often quoted study of long term returns on equity investments
shows that, through the mid-Sixties, long term returns on in-
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vestment in equities has been in excess of 9%. If this study were
brought up to date, those returns would be closer to 8%% since
the Dow Jones Industrial Average is considerably lower today
than in 1966. As you probably know from your personal stock
portfolios, the market as a whole has declined substantially more
than the Dow Jones Average.

Ten years ago, a high-grade bond which yielded about 4%
clearly offered a lower expected future return than a high-grade
common stock. Today we see the same quality bond being sold to
yield about 8%% and more, and long term mortgages being com-
mitted in the 9% + range. The downward pressure on stock
prices, given this enhanced attractiveness of a competitive in-
vestment, was inevitable. The basic rate-of-return framework for
American industry has shifted to such an extent that the more
predictable return on high-grade corporate bonds is now equal to
the long term rate of return that has been provided by common
stocks. Consequently, in the future, common stocks must produce
a higher rate of return than their historic 8%-9%, if they are to
effectively compete for the investor’s dollar. Stocks can provide
this higher required rate of return in one of two ways. The first is
to accelerate earnings growth relative to historical experience.
But, such improved earnings growth has been the exception, not
the rule, in recent years. Without faster earnings growth, the se-
cond method by which common stocks can provide a higher total
rate of return is to simply sell at lower prices. This is exactly what
has been happening in the equity market for some time now. This
secular downward adjustment in stock prices has reduced typical
equity price earnings ratios from about 17 times earnings in the
Sixties to 10 times earnings and less in 1974.

Many investment analysts could have predicted that prices in
relation to earnings on common stocks would be lower if they had
known the extent to which interest rates would change. If they
had known that interest rates would just about double, they
might have guessed that common stocks would have to sell much
lower in order to provide higher returns to compete with fixed in-
come returns. At the same time, many of them would have said
that if the higher interest rates were the result of inflation (and
the two go hand-in-hand), then common stocks would be good
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investments. Most of you can remember in the 1950’s and 1960’s
when common stocks were regarded as excellent inflation hedges.
The period from 1953-1964, however, was a period of very little
inflation. Once inflation really became a major problem in this
nation, it became apparent that corporations were going to have
difficulty maintaining profit margins. That is, even though their
sales were rising, their profit per dollar of sales could not keep
pace because of even more rapidly rising costs of doing business.
So stocks haven’t been good inflation hedges during the current
inflation era. We are not ready to conclude, however, that com-
mon stocks are not good inflation hedges over the longer term.
Common stocks are not as poor a means of protecting oneself
against inflation as the popular market averages would indicate.
Corporate earnings and corporate dividends have continued to
grow, but the adjustment in price/earnings ratios has more than
offset this corporate earnings growth,

Having concluded that inflation has produced rising interest
rates and, as a result, falling bond prices and falling stock prices
over the last several years, we have to ask ourselves what the next
several years will bring. The investor now faces many problems. I
would like to briefly review several of these, but the first critical
question that must be considered is: “What will future inflation
rates be?” After answering the inflation question, the future level
of interest rates can be considered.

I won’t retrace the ground already covered by Dr. Dill, but
we might pause to recall that just a few years back the consensus
among economists suggested that a little inflation, perhaps 3%
annually, was not only structurally inevitable, but actually was
“good” for the economy. We probably could live with about 3%
inflation if it could be held stable at that level. The problem is
that inflation can’t be held at any given level, as recent ex-
perience makes abundantly- and painfully-clear. Inflation seems
to be either rising or falling at all times, seemingly generating its
own momentum in either direction. Once we accept a 3% level of
inflation, it seems that we tend to get 5% and once we accept
5%, we seem to get 7%, and so on until the inflation problem is
completely out of control.

I agree, therefore, that the current monetary policy of the
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Federal Reserve to curb economic activity is appropriate. The
Federal Reserve fully realizes that it is running the risk of not on-
ly creating a couple of major corporate insolvencies, but
precipitating the all-but-unthinkable severe, extended recession.
But the risk of doing nothing to slow down inflation seems even
greater. Should we experience a few major corporate insolvencies,
the investment markets will probably react negatively. The
negative reaction would probably be dramatic, but temporary.
On the other hand, if the present rate of inflation is not reduced,
the market will almost certainly be negatively impacted to an
even greater degree, and lasting for a much longer period. Even
though today’s interest rates are high by historical standards, in-
flationary expectations, in general, call for a declining rate of in-
flation in the future. If this positive forecast proves to be wrong,
ie, if long term bond investors become convinced that the
inflation we have experienced in the last 18 months is not a tem-
porary aberration but a new “normal” condition, then long term
interest rates are, even now, “too low”, and can be expected to go
considerably higher.

It is essential, therefore, that inflation rates be brought
down. We will be at the crossroads in the latter half of 1974. We
are almost certain to have another surge of inflation now that
controls have been lifted. Many wholesale cost increases are not
yet fully reflected in retail prices. Many corporations are now
selling their products for less than the market would normally be
willing to pay as a result of governmental control. Unions appear
ready to demand wage settlements in amounts sufficient to com-
pensate for recent declines in real income and to build in pro-
tection from inflation in the future. Let’s all hope that the current
efforts of the Federal Reserve, in their lonely battle, will be suc-
cessful in curbing inflation in the United States. Should inflation
not come under control by the end of the year, the economic con-
sequences will be severe.

After the investor concludes that inflation will be brought
under control and that interest rates will trend down, he must
then worry about an impending recession. For the current strin-
gent action to combat inflation could bring about a more severe
recession than we have had in recent times. It is quite possible
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that the strength of prevailing inflationary psychology is now so
strong that a recession will be a necessary cure. The mere men-
tion of an impending severe recession is enough to make investors
quake with fear. But, perhaps, this is the time to invest. If in-
flation and the level of interest rates has been the primary prob-
lem, then a recession might be viewed as a necessary evil. It
would be a painful cure to be sure, but much less so than longer
term runaway inflation.

So much for the outlook for interest rates and levels of in-
flation and their influence on the relative attractiveness of several
investment vehicles. I'd like to comment briefly on a few of the
other “monumental problems” uppermost in the minds of in-
vestors.

A widely discussed problem which may be rapidly receding
in significance in the minds of the public, but which continues to
concern investors, is the energy crisis. The energy crisis is not a
hoax, it will not go away. It cannot be legislated away. Nor is the
energy crisis a conspiracy of the oil companies. The energy crisis
resulted from very heavy energy consumption on the part of
Americans, coupled with a long term policy on the part of
governmental agencies to artificially suppress the price of
domestic petroleum products. The result of this ill-advised policy
was to make the development of foreign energy sources at-
tractive, and the development of domestic sources relatively un-
profitable and unattractive. A reversal of this policy will go a
long way in solving our energy shortage in the long term. We
need higher petroleum prices to create more prudent con-
sumption patterns and to create a strong incentive for increased
exploration and development of energy resources. It should be
noted that, even now, foreign oil as a percentage of our total
energy consumption is surprisingly small. The significance,
rather, lies in the rapidly increasing dependence, at least for the
foreseeable future, on foreign oil to support incremental growth
(i.e., new consumption) in our economy.

It does appear that the cost of foreign oil has peaked. Saudi
Arabia, in particular, seems to be moving toward lower prices.
Because Saudi Arabia has 1) a very large level of current pro-
duction and capacity and, 2) extremely large reserves relative to
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current production, it is beneficial to that country to produce at a
very high level. It is also to their benefit to keep prices at a level
which will forestall the rapid development of self-sufficiency for
Western nations. It also seems that Saudi Arabia, realizing that it
is a small nation in terms of population, would like to have a few
friends among the strong industrial nations of the West.

The Arab money problem, resulting from the dizzying in-
creases in foreign crude oil prices, also puzzles investors today.
The shifting of much of the world’s purchasing power from the
U.S., Europe, and Japan to the oil-producing nations has poten-
tially ~staggering implications on international economic,
monetary, and trade relationships. The impact is much less on
Americans than on the Europeans and Japanese since the U.S. is
much more self-sufficient than Japan and Europe. The increased
price of oil has taken purchasing power directly out of the
pockets of the oil consuming nations and transferred this purchas-
ing power to the oil producing nations. The immediate need is to
recirculate this large amount of money into international trade.
The problem does not appear to be insurmountable. At this point,
a good guess is that the Arab nations will use about one third of
their new money for increased consumption and capital in-
vestment in their own countries. The remaining amount is ex-
pected to be divided about evenly between investments in
Europe and the United States. These investments will initially be
largely in short term money market instruments but, in future
years, can be expected to take the form of more permanent in-
vestments. The Arab nations seem to be well aware that they
need to plan for investments which will provide income at a
future time when oil reserves have been depleted.

Another major source of concern for investors today is the
condition of Wall Street, which can be described as dreadful.
Other phrases, both more descriptive and more colorful, could be
used in characterizing the current state of Wall Street. Wall
Street’s capability to carry out major corporate financings has
been sharply reduced. Profitability is either non-existent or
deteriorating at an alarming rate. The brokerage industry in
general has insufficient capital. Many traditional underwriting
firms are pulling back from their role as major corporate
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underwriters. As a result, the capability of American industry to
finance expanding operations has been hampered.

One last problem that must be on the mind of any investor
today is that of governmental interference with the economic
system. Even an industry with extremely high-capacity utilization
and strong demand growth cannot be assured of good profits if
prices are artificially controlled. So, it would seem that the in-
vestor today must have a little more insight than is possible for
anyone to have. In other words, you can do all of your investment
analysis very well and still be wrong simply because someone in
Washington changes the rules.

With that dreary listing of all the problems facing the in-
vestor today, one might wonder why he should invest in anything
other than short term commercial paper — or gold, or Japanese
oil paintings. However, a good case can be made for equity in-
vestments. Stock prices are very low. We haven’t seen stock prices
this low relative to earnings since the early Fifties.

We also believe that, while the concept of common stocks as
an inflation hedge has not worked out in recent years, stocks con-
tinue to be a reasonable hedge against inflation longer term. We
believe that, ultimately, there will be a flowthrough of inflation
to corporate earnings. In fact, we would conclude that if the
American economy is to continue its growth, earnings must grow
with sales. We not only need earnings to create an incentive for
continued capital investment, but also to provide increased re-
tained earnings for continued growth of investment expenditures
in this nation.

The U.S. economy has taken quite a few hard blows in re-
cent years. The investor in common stocks has taken even harder
blows. But we continue to have a growth oriented society and
economy. We may have somewhat slower growth, measured sole-
ly in terms of real production, because more of our productive ef-
forts will be diverted to such things as increased safety re-
quirements, increased environmental concern, and to higher costs
of foreign raw materials. But the dedication to growth is still
present.

We believe that present interest rates make bonds reasonable
long term investments. Present bond rates reflect the expectation
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of substantial inflation. When you buy a bond today, you do so
with the understanding that a portion of the return is expected to
be offset by a loss of purchasing power. Even after a rather
negative assumption about future inflation rates, however, bonds
now provide a meaningful real retuin on an investment with a
rather high predictability.

We believe that stocks over the longer period will represent
excellent investments at today’s levels. We believe that they will
give you a substantially higher return than the historic return pro-
vided by common stocks. Again, part of this return will be offset
by a reduction in purchasing power of the dollar. But at today’s
reduced prices, common stocks have a place for most investors.
Therefore, we would tend to support the idea of a balanced in-
vestment portfolio structure. Bonds yielding today’s rates are ap-
propriate for most portfolios, especially tax exempt portfolios.
Certainly, common stocks at today’s prices deserve consideration
for longer term investment.

We still face much uncertainty, but the prices of investment
securities have been discounted to reflect that uncertainty. As in-
flation and uncertainty recede, the potential reward to those in a
position to take advantage of today’s low prices is very high in-
deed. No doubt the market will continue to go down as well as
up, but our expectation is that the ups will more than offset the
downs, and that we will not only experience better corporate
earnings growth over the next few years, but also that we will see
major appreciation in common stock prices. The result may well
be what investors have been impatiently waiting for, hoping for,
preparing for, and predicting for the last five years — a buoyant,
sustained, broad-based bull market environment.




ACTUARIAL BASIS GIFT ANNUITIES—
CONVENTIONAL AND DEFERRED

MR. CHARLES L. BURRALL, JR.
Consulting Actuary, H uggins & Company, Inc.

I've been told by my ministerial friends that all good
sermons should drive home three strong points. Therefore I want
to take a trinitarian approach to this presentation by saying that I
have a three-fold goal.

Goal No. 1 is to explain the actuarial basis of conventional
gift annuities.

Goal No. 2 is really a two-pronged one. The first prong is to
explain the additional dimension that has been introduced into
the actuarial basis of gift annuities by the deferred gift annuity.
The second prong is to present, for official consideration by this
Conference, the table that has been recommended on an interim
basis by the Committee on Gift Annuities for use in connection
with calculating deferred gift annuity rates.

Goal No. 3 is to explain the set of revised uniform gift an-
nuity rates that is being proposed by the Committee for official
consideration by this Conference.

In examining the actuarial basis for the uniform gift annuity
rates recommended by the Committee, it might be helpful to
start out by illustrating what a life insurance company does when
it computes a premium that it is going to charge for an annuity
policy. The first important consideration is the rate at which in-
dividuals purchasing the annuities are going to live or die. In
other words, the company must adopt some mortality standard in
computing the amount that must be on hand to make provision
for a future annual payment to an individual for the remainder of
his or her life. The company knows that, when it collects the
premium for the purchase, it is going to be able to invest the
funds so collected in income producing assets which will provide
part of the funds needed to make the annual payments.
Therefore, the company must decide on a rate of interest that it
can count on receiving during this prospective period of payment.
A third consideration is the amount that the company must col-
lect to make provision for items of expense such as commissions
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to agents, premium taxes and a share of the general operating ex-
penses of the total company. Finally, unless the policy is being
issued on a “participating” basis by a mutual life insurance com-
pany, the calculation of the premium must make provision for
some profit to the company.

In calculating a gift annuity rate, the same basic approach
needs to be taken as is taken by the insurance company in the
calculation of a premium. Here again, it is necessary to make
assumptions as to the rate of prospective longevity among the an-
nuitants and the rate at which income can be produced on in-
vested assets. It is also appropriate to make provision for ad-
ministrative expenses. Although there are certain expenses that a
life insurance company has that would not normally be incurred
by organizations issuing gift annuities, such as commissions to
agents or premium taxes, there are clearly some promotional and
administrative expenses that properly need to be taken into con-
sideration in establishing a gift annuity rate.

Finally, in lieu of the “profit” for which the insurance com-
pany must make provision, the true goal of issuing gift annuity
agreements is the production of significant amounts of gift money
for the use of the issuing organization. Consequently, a very im-
portant matter is making provision for a residuum for the work of
the organization.

Let's examine the assumptions reflected in the current
uniform gift annuity rates in the four areas that have just been
outlined. They may be summarized as follows:

(a) Rate of mortality — 1955 American Annuity Table,
female lives

(b) Rate of interest — 4% per annum, compounded an-
nually

(¢) Expense loading — 5% of the total consideration

(d) Residuum — 50% of the total consideration

The application of these assumptions is shown in Schedule A
which illustrates two methods of calculating a gift annuity rate
for a female donor at age 70. The first method is set forth in Part
I of the schedule. The initial step is to deduct the 5% expense
loading from the $1,000 of principal donated and then set aside
the 50% residuum, using the assumed interest on the latter item
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during the lifetime of the annuitant, with the principal of the
residuum becoming available to the organization at the an-
nuitant’s death. The balance of the total principal — $450 in this
case — can be used, principal and interest, for the purchase of an
annuity. The rate is finally determined by adding together the an-
nuity purchased by this balance and the interest earned on the
residuum being held.

The second method of calculation is set forth in Part II.
Here, after the deduction of the expense loading has been made,
the approach in the calculation is to purchase an amount of paid-
up life insurance equivalent to the residuum, with the balance
then being applied to provide an actuarially equivalent amount
of annuity. You will see that the result of this calculation checks
the accuracy of the calculation in Part I.

We now come to my second goal in this presentation, that is,
the explanation of the actuarial basis for a deferred gift annuity
rate. Actually, this is a relatively simple matter since deferred an-
nuity rates, under the approach being recommended by the Com-
mittee on Gift Annuities, are derived directly from the uniform
gift annuity rates as adjusted by a set of uniform interest factors
recommended by the Committee for the calculation of deferred
gift annuity rates. The purpose of the table of interest factors is to
recognize the interest that will be earned on the principal turned
over under a deferred gift annuity agreement between the date of
the gift and the date of initiation of what actually is a con-
ventional gift annuity. In order to illustrate this procedure, I call
your attention to Schedules B, C and D which are actually
Schedules 14, 15A and 16A, respectively, from the “Gold Book”
published by the Committee on Gift Annuities in March, 1973,
related exclusively to deferred gift annuities. Schedules C and D
are illustrations of the manner in which Schedule B is used. The
procedure is to measure a period of years and completed months
between the date of issuance of the annuity agreement and a date
six months before the date of the first annuity payment. The
reason for the six month approach is that the uniform gift annuity
rates have traditionally been based on the assumption that an-
nuity payments would be made semi-annually, with the first pay-
ment due at the end of six months from the effective date of the
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agreement. Consequently, the deferred gift annuity operates on
the assumption that a conventional annuity agreement would
become effective six months before the date of the first annuity
payment. With this approach, it is possible simply to take the
uniform gift annuity rate that would prevail on the basis of the
age of the annuitant on the date six months before the date of
first annuity payment and then modify that rate by increasing it
in accordance with the interest factor for the period of deferment.
It will be seen from the example in Schedule C, which relates to a
single life deferred annuity where the annuitant will be age 59 on
the “effective date”, that the period between the date of issue and
the “effective date” is one year and four months. The factor from
Schedule B which is applicable for a period at least one year but
less than two years is 1.040, which is then multiplied by the age
59 uniform gift annuity rate of 5.1% to arrive at a deferred gift
annuity rate of 5.3%. A similar approach is followed in Schedule
D which relates to a deferred joint and survivor annuity. Here the
applicable annuity rate at the “effective date”, based on ages of
62 for the first annuitant and 59 for the second annuitant, is
4.7%. However, because the period of deferment in this case is 13
years and 7 months from the date of issue of the agreement, the
uniform gift annuity rate is modified by multiplying it by the fac-
tor of 1.641 from Schedule B to arrive at a deferred gift annuity
rate of 7.7%.

The table of uniform interest factors in Schedule B makes
provision for interest during the deferred period at the rate of 4%
per annum if the period is 10 years or less, with 3%% then being
provided for the second 10-year period, 3% for the third 10-year
period and 2%% for a deferred period in excess of 30 years. The
theory here is that, the longer the period of deferment, the lower
should be the rate of interest guaranteed.

It should be observed that the table of interest factors being
recommended by the Committee makes provision only for the
interest to be earned on the principal turned over under the
agreement during the period of deferment. It does not make pro-
vision for possible increments because of mortality which might
occur before the initiation of annuity payments. In taking this ap-
proach in the preparation of this table, the Committee had two
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points in mind. The first is administrative simplicity and it can be
seen that, with the use of this table of interest factors, the calcula-
tion of a deferred annuity rate is a relatively easy task. If, in the
calculation of rates of deferred gift annuity, provision were made
for mortality increments as well as interest, the calculations re-
quired would be at least as elaborate as those required in con-
nection with the calculations of the Federal Income Tax Gift
Values, which, as you know, are fairly complicated, especially for
deferred joint and survivor annuities,

The other point that the Committee had in mind was that,
by making the current uniform gift annuity rates applicable at
the end of the deferred period, there is being provided a
guarantee that the appropriate mortality assumption at the ef-
fective date of the annuity would be the same as at the present. It
would be more prudent in the calculation of a deferred gift an-
nuity rate to assume that there can be improvement in pros-
pective longevity over the years and, therefore, that if the in-
stitution of annuity payments is to begin some years in the future,
it would be appropriate to have some protection against the ef-
fect of this prospective increase in longevity. The absence of an
allowance for a mortality increment in the table of uniform in-
terest factors used to calculate deferred gift annuity rates pro-
vides this desirable element of protection.

We come now to the third goal of this presentation which is
an explanation of a revised set of uniform gift annuity rates being
proposed by the Committee on Gift Annuities. Many of you are
aware of the fact that it has frequently been the practice of the
Committee to have a full scale study of mortality experience
made in preparation for consideration of a change in uniform
rates. At the 14th Conference held in 1971, there were presented
the results of a study of mortality experience for the six-year
period January 1, 1964 through December 31, 1969. Since a
period of only 3 years has elapsed since the presentation of that
study, the Committee’s conclusion was that it was not worth the
trouble and expense of making a full scale study at this time and
that such a study would probably be made for the next Con-
ference. However, it is possible, through actuarial procedures, to
estimate the effect of reasonable improvements in prospective

25




longevity during the intervening years. For current consideration,
we have developed hypothetically what might have been the
results of a mortality study for a six-year period from January 1,
1969 through December 31, 1974. The table below shows a sum-
mary of the actual results of the 1964-1969 study and the
hypothetical 1969-1974 study.

Actual Results Hypothetical Results

for Period for Period
Life Years 1/164 through 12731 /69 171769 through 1273174
of Actwal  Expected  Ratio Actuwal  Expected Ratio
Exposure Deaths Deaths AJE Deaths  Deaths AJE

Female Lives 116294 5408 4,899 110% 5287 4809 108%

Male Lives 30,891 1,529 1,147 133 1491 1,147 130
Total 147,185 6937 6,046 115% 6,778 6,046 112%

In the development of hypothetical results, the figure that is
changed is the number of actual deaths. In other words, if the
same life years of exposure are used, the expected deaths in ac-
cordance with a certain mortality table would be the same.
However, if assumptions are made as to improvement in longevi-
ty, the hypothetical “actual” deaths would be somewhat lower
and, consequently, the ratio of actual to expected deaths would
also be somewhat lower. Because it is not the purpose of this
paper to go into an elaborate explanation of mortality studies,
since no actual study has been made, I am going to make my ad-
ditional explanatory comments in this area rather brief.

In judging annuity mortality experience, if the actual deaths
that have occurred are greater than the “expected” deaths in ac-
cordance with a stated mortality basis, it means that the actual
mortality experience has been on the “safe” side with respect to
the mortality assumption. The results of the actual study for the
six-year period from 1964 through 1969 indicated total deaths ap-
proximately 15% higher than those expected in accordance with
the present mortality assumption; viz., the 1955 American An-
nuity Table. The hypothetical results indicate that, even with a
reasonable 5-year improvement in prospective longevity, the ac-
tual deaths would have been about 12% higher than the expected
deaths. A logical conclusion of this exercise is that our present
mortality assumption should continue to represent an appropriate
one.
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The assumption to which the Committee gave special con-
sideration at the present time is the interest assumption, which is
4% in the present uniform gift annuity rates. It was the consensus
of the Committee that, even though only 3 years have elapsed
since the adoption of the present rates, the current opportunities
for investment earnings justify a liberalization of the present in-
terest assumption of 4% to a corresponding higher assumption of
4k%. Consequently, the Committee is recommending, for the
consideration of this Conference, the annuity rates reflected in
Schedule E, which shows the present rates, the proposed rates
and the increase in proposed rates over the present rates. A
similar illustration of two life rates appears in Schedule F.

It should be pointed out that one area of difficulty en-
countered was that the adoption of a 4%% interest assumption at
all ages would result in rates in excess of the maximum rates
permitted for the issuance of gift annuities in New York State.
Fortunately, there were no excess rate problems at ages at which
most gift annuities are issued, since the difficulty arose at ages
below 60. For this reason, it was the consensus of the Committee
that it was appropriate to adopt an interest assumption of 4%%
but to limit the resulting rates to those permitted within the rate
structure of the New York Insurance Law. The Committee con-
tinues to recommend a minimum rate of 4% and a maximum rate
of 10%. The resulting set of rates is one which, in the view of the
Committee, represents reasonable improvements in the rates at
ages at which most gift annuities are issued.
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COMMITTEE ON GIFT ANNUITIES

Illustration of Calculation of a Gift Annuity Rate
in the Case of a Female Donor Aged 70

Interest Assumed at Rate of

% 4%
I—Calculation

1. Amount of principal donated ................ §1,000 $1,000
2. Expense loading to be deducted: 5% X 1 ...... 50 50

3. Balance for annuity payments and residuum:
e e e L A L $ 950 $ 950

4, Residuum to be set aside with interest thereon
aviilablel| o e e S e A, T 500 500
5. Balance for annuity payments: 3—-4 .......... $ 450 $ 450
6. Cost of $1 per year of life annuity ............ $10.82 $10.39
7. Annuity provided by balance in 5: 5+6 ...... 41.59 43.31
8. Interest provided by residuum in 4:
T T v e SR P I e 20.00 22,50
9. Total annual income available: 748 ........ 61.59 65.81
10. SArmaity rite: 9 == §1L000 . U CiT e, 6.2% 6.6%
II—Alternate Calculation as a Check

11. Balance for annuity payments and residuum:
et e I U ST e N Y YO N S e S $950.00  $950.00
12. Cost of $500 residuum payable at death ...... 283.60 266.23
13. Balance for annuity payments: 11-12 ........ 566640 $683.77

14. Cost of $1 per year of life annuity: #6 in I ....$ 10.82 § 10.39
15. Annuity provided by balance in 13: 13+ 14 ...$ 61,59 $ 6581
16 Anmmiy rate: A5+ 3L000 oo mviveinnnaia 6.2% 6.6%

SCHEDULE A
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SCHEDULE 14
Uniform Interest Factors Recommended by Committee on
Gift Annuities for the Calculation of Deferred Gift
Annuity Rates

Period from Date of Issue of Agreement
to the Date Six Months before the

Date of First Payment Interest Factor

Dessithan Iivear oo taiiovaves s 1.000
At least 1 year but less than 2 years .................. 1.040
At least 2 years but less than 3 years .................. 1.082
At least 3 years but less than 4 years .................. 1.125
At least 4 years but less than 5 years .................. 1.170
At least 5 years but less than 6 years .................. 1.217
At least 6 years but less than 7 years .................. 1.265
At least 7 years but less than 8 years .................. 1.316
At least 8 years but less than 9 years .................. 1.369

At least 9 years but less than 10 years .................. 1.423

At least 10 years but less than 11 years .................. 1.480
At least 11 years but less than 12 years .................. 1.532
At least 12 years but less than 13 years .................. 1.586
At least 13 years but less than 14 Years .................. 1.641
At least 14 years but less than 15 years .................. 1.699
At least 15 years but less than 16 years .................. 1.758
At least 16 years but less than 17 years .................. 1.820
At least 17 years but less than 18 years .................. 1.883
At least 18 years but less than 19 years .................. 1.949
At least 19 years but less than 20 years .................. 2.017
At least 20 years but less than 21 years .................. 2.088
At least 21 years but less than 22 years .................. 2,151
At least 22 years but less than 23 years .................. 2.215
At least 23 years but less than 24 years .................. 2.282
At least 24 years but less than 25 years .................. 2.350

At least 25 years but less than 26 years .................. 2.421

At least 26 years but less than 27 years .................. 2,493
At least 27 years but less than 28 years .................. 2.568
At least 28 years but less than 29 years .................. 2.645

At least 29 years but less than 30 years .................. 2.724

At least 30 years but less than 31 years .................. 2.806
At least 31 years but less than 32 years .................. 2.876
At least 32 years but less than 33 years .................. 2.948
At least 33 years but less than 34 years .................. 3.022
At least 34 years but less than 35 years .................. 3.097
At least 35 years but less than 36 years .................. 3.175
At least 36 years but less than 37 years .................. 3.254
At least 37 years but less than 38 years .................. 3.336
At least 38 years but less than 39 years .................. 3.419
At least 39 years but less than 40 years .................. 3.504
Interest Compounded as Follows: 1st 10 years—4%, 2nd 10 years—3%%,
3rd 10 years—3%, After 30 years—24%. SCHEDULE B
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SCHEDULE 15A
DEFERRED GIFT ANNUITY
Calculation of Rate of Deferred Annual Annuity

No. 425 Date of Issue 3/17/73

Date of First Payment 2/1/75 Frequency of Payment—Monthly
Name Date of Birth Sex
A L T R e e e e 7/30/15 F

Second Annuitant

1. Date of dssieof agveements . obo ol Sine s et i b 3/17/73
2 'Bateof first pRVIENE wr i oeis dl i oai oo i v s et a e d asa i 2/1/75
3. Date six months before date of first paymenton 2 .......... 8/1/74
4. Years and complete months between dates on 1 and 3 .... 1 yr., 4 mos.
5. Interest Factor® forperiodon 4 ........oviviiiiinriinaianes 1.040
6. Age on nearest birthday to date on 3: ............ First annuitant 59

Second annuitant
T, Annnity Rate™ Mo at ages O G et i o e e e sl e s e 5.1%
8. Deferred Annuity Rate (5 X 7, carry out to 1 decimal) ........ 5.3%

®From Uniform Interest Factors recommended by Committee on Gift
Annuities (Schedule 14)
°®From Uniform Gift Annuity Rates adopted by Conference on Gift
Annuities
SCHEDULE C

SCHEDULE 16A
DEFERRED GIFT ANNUITY
Calculation of Rate of Deferred Annual Annuity

No. 426 Date of Issue 5/9/73

Date of First Payment 6/30/87 Frequency of Payment—Semiannually
Name Date of Birth Sex

ATt EROUIERNE o s ve e fa o s vinfnto e W e mminl e s s e 1/4/25 F
Sectnd AnNURIL - — 5 20 i S i Skt e e e avals 12/20/27 F
1. Date of issue of agreement ........c.coviurnasvnninnaians, 5/9/73
2. ‘Pate of first paynient .ol e v celvis s b s 6/30/87
3. Date six months before date of first payment on 2 ........ 12/30/86
4. Years and complete months between dates on 1 and 3 .. 13 yrs., 7 mos.
5. Interest Factor® for periodon 4 .........coovviiiniiiaaia. 1.641
6. Age on nearest birthday to date on 3: ........... First annuitant 62
Second annuitant 59

7. Annuity Rate®® at ages on [ U TR S e ) B P T ol 47%
8. Deferred Annuity Rate (5 X 7, carry out to 1 decimal) ........ 7.7%

°From Uniform Interest Factors recommended by Committee on Gift
Annuities (Schedule 14)
°®From Uniform Gift Annuity Rates adopted by Conference on Gift
Annuities
SCHEDULE D
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COMMITTEE ON GIFT ANNUITIES
Gift Annuity Rates—Single Life

Age Present Proposed Increase .ﬁ'ff_ Present Proposed Increase
35 and
under 4.0% 4.09 0% 60 5.2% 5.5% 3%
36 4,0 4.1 ! 61 5.3 5.6 3
37 4.0 4.2 2 62 9.3 5.7 4
38 4.0 4.2 2 63 5.4 5.8 A
39 4.0 4.3 3 64 55 5.9 A4
40 4.0 4.3 3 65 5.6 6.0 A
41 4.1 4.3 2 66 5.7 6.1 4
42 4.2 4.4 2 67 5.8 6.2 A
43 4.3 4.4 B 68 6.0 6.3 3
44 4.4 4.4 .0 69 6.1 6.4 3
45 4.4 4.5 Al 70 6.2 6.6 4
46 4.5 4.5 .0 7| 6.4 6.7 3
47 4.5 4.6 B | 72 6.5 6.9 4
48 4.5 4.6 o | 73 6.7 7.0 3
49 4.6 4.7 ) | 74 6.9 7.2 <
50 4.6 47 1, 78 7.0 74 4
51 47 4.8 A 76 72 7.6 A
52 4.7 4.9 2 T 74 7.8 4
53 4.7 4.9 2 78 7 g 8.0 3
54 4.8 5.0 2 79 79 8.2 R
55 4.9 5.1 2 80 8.2 8.5 3
56 4.9 5.1 2 81 8.5 8.8 3
57 5.0 5.2 2 82 8.8 9.1 3
58 5.0 5.3 3 83 9.1 9.4 3
59 5.1 5.4 3 84 94 9.7 3

85 9.7 10.0 3

86 and

over 10.0 10.0 .0

BASIS OF RATES:

Present and proposed rates: 1955 American Annuity Table, female lives,
50% residuum; expense loading of 5% of total gift; tabular rates
modified at younger and older ages,

Present rates: Interest at 4%,

Proposed rates: Interest at 4%%,

Proposed rates: Limited to maximum permissible currently under New
York Insurance Law.

SCHEDULE E
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COMMITTEE ON GIFT ANNUITIES
Illustrations of Gift Annuity Rates—Two Lives—
Joint and Survivor

Age of
Younger
Life  Present Proposed Increase  Present Proposed Increase Present Proposed Increase
Age of Older Lifle
90 85 80
90 9.2 9.5 3
85 8.3 8.6 3 7.7 5.0 i -
80 74 7.8 4 7.1 74 3 6.6 7.0 4
5 6.7 7.0 3 6.5 6.8 3 6.2 6.6 4
70 6.0 6.4 4 5.9 6.3 4 5.8 6.1 3
65 5.4 58" 4 5.4 5.8 4 5.4 5.7 3
60 5.0 93* 3 3.0 5.3 3 5.0 5.3 3
55 4.7 4.9% 59 4.7 4.9° 2 4.7 4.9 2
50 4.4 45°* .1 4.4 4.5° 1 4.4 45% 1
45 4.2 43* .1 42 4.3° | 4.2 c: St Lt |
40 3.8 41* 3 3.8 41° 3 3.8 41% 3
35 3.8 3.8° 0 3.8 3.8° 0 3.8 38 0
75 70 63
75 5.9 6.2 3
70 5.6 59 3 5.4 5.6 2
65 5.3 5.5 2 4.1 53 2 5.0 5.1 o
60 5.0 52 2 4.9 5.0 ! 4.8 4.9 7 |
55 4.7 49 2 47 4.8 g | 4.6 4.7 2
50 4.4 45* .1 4.4 4.5° 5 | 4.4 4.5 |
45 4.2 43¢ 1 42 4.3° " | 4.2 4.3% ]
40 3.8 4.1 3 3.8 4.1° 3 3.8 419 3
35 3.8 3.8° 0 3.8 3.8° 0 3.8 38* 0
60 33 50
60 4.7 4.8 7L
35 4.6 4.6 0 4.5 4.5 0
50 4.4 44 0 4.4 4.4 0 4.3 4.3 0
45 42 4.3 5 | 4.2 4.2 0 4.2 42 0
40 3.8 - ) B 3.8 4.1 3 3.8 4.1 3
35 3.8 3.8¢° 0 3.8 3.8° 0 38 38* 0
45 40 35
45 42 4.2 0
40 3.8 4.0 2 3.8 4.0 2
35 3.8 3.8° 0 3.8 3.8° 0 3.8 38 0

*Reduced in accordance with relationship to younger single-life rate

BASIS OF RATES: JR
Present and proposed rates: 1955 American Annuity Table, female lives;
50% residuum; expense loading of 5% of total

gift.,
Present rates: Interest at 4%.
Proposed rates: Interest at 4%%.
Proposed rates: Rates modified at younger ages to bring

them within maximum permitted currently
under New York Insurance Law.
SCHEDULE F
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PRACTICAL APPLICATION OF GIFT ANNUITIES

DR. DAROLD H. MORGAN
President and Chief Executive Officer, Annuity Board,
Southern Baptist Convention

While preparing this paper, I asked an attorney friend if he
had any information on gift annuities that was written in
language a layman could understand. He quickly replied that it
was against the rules of his profession to write in layman’s
language. Furthermore, he added, any attorney who did write in
such a language would have to answer for his deed before the
Grievance Committee of the Bar.

In reading various magazine articles, pamphlets and books, I
found considerable information, mostly not written in layman’s
language, but information that made me greatly appreciate the
remarks of another attorney:

“Education is what you get from reading the fine print; ex-

perience is what you get from not reading it.”

The last words I read before writing this brief paper on prac-
tical application of gift annuities were the ones penned by
Charles Burrall. He has performed a valuable service for our con-
ference with his paper presenting the technical aspects of gift an-
nuities. Each paragraph has been an education.

Trying to clarify an actuary’s interpretation of deferred and
conventional gift annuities is one of the biggest challenges I have
had laid on my doorstep in many a day. Our own actuary in
Dallas has a saying on her desk which captivates me every time I
see it — “An actuary is a fellow afflicted with a type of insanity
so rare that it’s valuable.”

In the strict sense of being complimentary, I would ascribe
to Charles Burrall a good case of this rare actuarial insanity.

One sentence in the presentation by Mr. Burrall serves as the
launching pad for my takeoff on practical applications of gift an-
nuities. Mr. Burrall said:

“ . . the true goal of issuing gift annuity agreements is the
production of significant amounts of gift money for the use
of the issuing organization. . .”
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Let me limit the presentation primarily to the deferred an-
nuities Mr. Burrall discussed.

All kinds of philanthropic institutions — educational,
medical, scientific, religious or denominational — look more and
more to annuities and insurance as a means of creating en-
dowments for the future.

The institutional approach may vary in its development of
gift annuities. Some may have multi-development staffs which
openly seek and cultivate donors. Others may be one man opera-
tions. Some may have no solicitation.

Charitable giving may mean various things to different peo-
ple. To one, it may demonstrate a deep spiritual desire to give
part of his wealth to a religious cause. To another, it may
represent an obligation he feels he owes to the institution. A third
party may just believe in the work of the institution he wants to
support. And finally, another may see an opportunity for im-
mortality of influence. Each of these reasons is valid. The donor
is motivated by the knowledge that what he is doing is
worthwhile.

Many of America’s cherished institutions are supported by
people who fit into one of these four charitable persuasions. For
most of us at this conference, the donor will be one who has a
deep desire to give something tangible to the cause of his fellow
man. Hopefully, he is already motivated. He has already
determined which institution will receive part of his wealth.

With the new deferred payment gift annuity, an entirely dif-
ferent market potential opens. Immediately, several questions
arise concerning the deferred gift annuity, which we must
answer.

1. What is a deferred gift annuity?

2. What are the chief advantages of a deferred gift annuity?

3. Who are the prospects for the deferred gift annuity?

A deferred payment gift annuity is similar to the con-
ventional annuity with one major exception. The donor may
make his charitable gift to an institution any time before he
retires. The institution then pays the donor a guaranteed life an-
nuity beginning at his retirement or any other date he selects.
The donor is simply building an annuity which he will collect at a
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future date when he participates in the deferred gift annuity.

The key phrase in my description of a deferred annuity is
“collect at a future date.” This implies younger ages. Usually, a
person 65 years or older would not want a deferred annuity for
himself,

And that key phrase swings a new door open for annuity
stewardship.

The deferred annuity can be extremely attractive for
younger people who do not want annuity incomes now. Most of
these potential donors have sufficient income from their employ-
ment or from other sources. Many have a commanding motiva-
tion to make charitable gifts of money or property to a particular
cause now. However, most of them know they will need the in-
come later when they retire.

The majority of people with charitable giving intent gives in
one of three ways. They will:

1. Give outright while they are living,

2. Give outright through provisions of their wills,

3. Give while they are living and retain some form of in-
terest in their gifts.

Very few people can give outright during their lifetimes.
Most people will make outright bequests in their wills.

Yet, more people could do more good, not only for the in-
stitutions but for themselves, by taking part of their gifts and
placing them in the new deferred payment gift annuity. We need
to sharpen our skills to explain to potential donors the exceptional
advantages of the deferred gift annuity.

No one among us has spoken more helpfully about these ad-
vantages than Conrad Teitell. He has reminded us that the de-
ferred payment gift annuity enables a person to:

1. Make a significant charitable gift now;

2. Provide guaranteed retirement income;

3. Obtain an income tax charitable deduction in a high tax
bracket year, saving additional taxes;

4. Defer income to years when it is needed and when it will
be taxed at lower rates.

The prospects for the new deferred payment gift annuity are
illimitable when we look at the projections of the U.S. Bureau of
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Census. There is a steady acceleration of both women and men in
the 40 to 64 year old age brackets most keenly interested in the
gift annuity concept.

Year Female (40-64 Years) Male (40-64 Years)
1974 28,447,000 . 26,044,000
1980 28,838,000 26,218,000
1990 32,461,000 30,019,000
2000 40,812,000 38,707,000

The number of donors who could be generated from that
growing group should certainly challenge and stimulate each and
everyone of us in thinking creatively of ways to motivate and
enlist them in deferred annuities.

The donor who uses the deferred gift annuity receives cer-
tain advantages over and above the objective that originally
motivated him to make his charitable gift.

Other advantages include immediate charitable tax deduc-
tions, guaranteed income at retirement, income tax savings on an-
nuity, and savings on estate taxes and probate costs.

Let’s take a closer look at some favorable gains.

The Federal Government encourages the use of deferred
payment gift annuities by allowing valuable tax benefits.

Most charitable gifts produce large tax savings. The higher
the donor’s bracket, the larger the tax saving his gift will produce.

In addition, part of each annuity payment the donor receives
will be tax free. The tax free amounts depend on:

1. The age of the donor when he entered into the deferred
annuity,

2. The age of the donor when annuity payments begin,

3. The life expectancy of the donor determined from the
U.S. Treasury Life Expectancy tables when payments
begin,

4, The income tax regulations in force when the donor’s
payments begin.

Like the conventional annuity, the deferred payment gift an-
nuity can be a joint life and survivor benefit. The donor can have
his annuity, which will pay him an income for life, and then his
spouse or other designated family member will be paid an an-
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nuity for life. Of course, the rate of return is less on the two lives
because the period of payments is longer.

The joint life or two life deferred gift annuity also carries a
charitable deduction. And the donor does not have to be an an-
nuitant. A parent can provide an annuity payable in the future
for a child or grandchild. Or a brother can establish an annuity
for his sister, mother or father, etc. We need to keep in mind also
that the use of the gift annuity is not restricted to family
members.

The deferred payment annuity has certain estate tax benefits
also. As only one example, the annuity is not taxed to the donor’s
estate if he is the sole recipient of the annuity, or if he is not
survived by the beneficiary in a two life annuity.

Another interesting aspect to the deferred payment annuity
is that it can be paid in installments. A donor may not want to
transfer large amounts immediately for a deferred payment gift
annuity. He still can make significant charitable gifts and build
his deferred gift annuity by transferring smaller amounts now
and annually thereafter.

I have purposefully refrained from entering into the
technical aspects of the deferred payment gift annuity or com-
puting any examples. Mr. Burrall and others are much more
qualified to provide that expertise.

In conclusion, the deferred payment gift annuity enables any
donor to:

1. Give a charitable gift immediately to the charity or in-
stitution he favors,

2. Build guaranteed retirement annuities,

3. Obtain immediate income tax deductions.

The deferred payment gift annuity also provides the charity
or the institution with a new tool to use in obtaining funds from
prospective donors who still have sufficient years to build better
retirement incomes.

In these days of unprecedented inflation and spiraling costs
many of our institutions are pressed for operating funds as they
have never been, even the ancient years of “the Great Depres-
sion” notwithstanding. Using the conventional and deferred
payment gift annuity to the full extent of this amazing vehicle
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for charitable and religious giving merits our best efforts in pro-
motion and motivation.

Recently I was at home by myself one afternoon when the
doorbell rang. Upon answering it, I saw a little woebegone girl
garbed in a Campfire Girl uniform. Our eyes met briefly and
then she looked beyond me somewhere, saying her brief spiel in a
singsong chant. “Mister, you don’t want to buy any Campfire
cookies, do you?” Even as she shared her negative sales pitch, her
head was turning in the same negative vein.

Ordinarily buying these cookies is an accepted annual ritual,
but it was so easy to move my head in line with hers and say,
“No, young lady, I don’t need any today.” Then she beat a hasty
retreat.

About an hour later the doorbell sounded again. Upon open-
ing the door, I saw the same girl again, but what a change! There
was a bright smile and a firm voice. “Mister, we have some very
good cookies, and your buying some would help our Campfire
work.” T wound up buying two packages from her, more in
response to her reeducation to good salesmanship. 1 have often
wondered who her teacher was between the first and second trip.
That kind of motivation is what we need today.

We have a very fine, adaptable vehicle in the gift annuity —
either conventional or deferred. The needs of our institutions are
deeper in scope and intensity than ever. The practicabilities of
the hour come down to our efforts, motivation, enthusiasm, and
personal dedication to the continuing task.
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STATE REGULATIONS OF GIFT ANNUITIES

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

A GRATEFUL REMEMBRANCE

Preparation of this paper has made me painfully aware of
the loss all gift annuity organizations have experienced through
the illness and death, on March 31, 1973, of our long-time friend
and colleague, Mr. James A. Cousins, formerly National Auditor,
The Society for the Propagation of the Faith.

Mr. Cousins had presented this same topic at the 1971, 1968
and 1962 Conferences on Gift Annuities. In 1965 I had the assign-
ment.

Mr. Cousins’ vast experience and his superb qualities — as a
professional accountant, as a college professor, as a church ad-
ministrator and as a person — make his reports priceless
documents. They merit rereading. When you do so, I'm sure you

will feel as I do — grateful to God for the life and work of this
remarkable man.

THE CURRENT SITUATION

If there is one impression that I have of the present status
regarding state regulation it is that in several states it is “unset-
tled” and “unsettling.”

Report of developments have come in from a number of
states which give pause to those directly involved and which may
affect many of us in the future. I am speaking now of actions by
state offices only. To our knowledge, there are no efforts on
anyone’s part toward federal regulation.

A MATTER OF DEFINITION

These developments in some cases can be attributed to the
insurance department; in others to the attorney general’s office;
in still others to the securities division. The root cause for these
developments, it appears to me, seems to be a difference of
opinion as to the nature of a gift annuity agreement.

In our view a gift annuity agreement is simply “a giving
plan” which has attractive annuity aspects related to it. In the
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view of some state officials, however, a gift annuity agreement is
either a form of “life insurance,” which subjects it to that kind of
regulation, or it is “a promise to pay” like a security, which entails
still another kind of regulation.

The view which we in this assembly hold has been long sup-
ported by legislative regulations in both New York and
California. In these two states, charitable annuity agreements are
precisely described and regulations applicable to them are clearly
stated.

These regulations have been set forth in detail in prior Con-
ference Proceedings and are not repeated now. Suffice it to say,
those of us who labor under them find them tolerable though
once a year burdensome. Certainly they are meant to be fair and
reasonable and they do provide straightforward assurances, both
to annuitants and to the sponsors of an issuing agency, that the
gift annuity operation of an institution is in conformity with ex-
isting state laws, is actuarially sound and financially responsible.

It is the view of the Committee on Gift Annuities that states
feeling the need for regulations in these areas would do well to
adopt the procedures already in effect in New York and
California.

A ROUND-UP OF RECENT DEVELOPMENTS

I cite now developments since the 1971 Conference that have
come to the Committee’s attention. They are categorized
chronologically by dates, from October, 1972 through November,
1973, rather than alphabetically by states, to give you some sense
of the movement that is taking place. The first of the
developments cited is regarded with favor, the others with ap-
prehension.

NEW JERSEY
Under date of October 20, 1972, Chairman Baas issued this
communication to the sponsoring constituency:

COMMITTEE ON GIFT ANNUITIES
1865 Broadway
New York, New York 10023
Legislation has been passed this year in the State of New Jersey
affecting those organizations issuing gift annuities in the State.
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The Committee recommends that you confer with your legal
counsel regarding compliance with the section relating to
Charitable Annuities.

An extract of Section 17B:17-13.1 is enclosed for your in-
formation,
Applications for a special annuity permit to qualify in the
State of New Jersey as a gift-annuity issuing organization, may
be obtained by writing to:
W. Harold Bittel
Chief Actuary
State of New Jersey
Department of Insurance
201 East State Street
Trenton, New Jersey 08625

Charles W. Baas
Chairman
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LIFE AND HEALTH INSURANCE CODE
NEW JERSEY STATUTES
Chapter 144
INSURANCE

17B:17-13.1 Charitable Annuities

a. The commissioner may, in his discretion, .issue a special
permit to a qualiﬁed nonprofit domestic or foreign corporation
or association organized without capital stock or not for profit,
engaged solely in bona fide charitable, religious, missionary,
educational or philanthropic activities and which shall have
been in active operation for at least ten years authorizing any
such corporation or association to enter into annuity agreements
with donors. Before issuing any such special permit the com-
missioner shall promulgate rules and regulations governing such
annuity agreements and permit holders with respect to such
annuity agreements. Such rules and regulations shall, in addition
to such other provisions as the commissioner may determine to
be necessary or desirable to protect the public, provide that
each applicant for a special permit shall submit to the com-
missioner copies of its form of agreements with donors, and a
schedule of its maximum annuity rates, which rates shall be
so computed, on the basis of the standard valuation law, as to
return to the special permit holder, upon the death of the
annuitant, a residue at least equal to one-half of the original
gift or other consideration for such annuity.

b. Each such special permit holder shall have and maintain
segregated assets at least equal to the sum of the reserves on
its outstanding agreements calculated in accordance with the
provisions of Chapter 19 of this Code, and a surplus of ten per
centum of such reserves or the amount of $100,000, whichever
is higher, and such assets shall be segregated as separate and
distinct funds, independent of all other funds of such special
permit holder and shall not be applied for the payment of the
debts and obligations of the special permit holder other than
with respect to annuity agreements. In determining the re-
serves of any such special permit holder, a deduction shall be
made for all or any portion of an annuity risk which is lawfully
reinsured by an authorized insurer. Segregated assets herein
required to be maintained shall be invested in the same manner
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and subject to the same restrictions as herein provided for in-
vestments of domestic insurers unless more restrictive provisions
are contained in applicable statutes regulating any such permit
holder and except as the commissioner may otherwise provide
by regulation.

¢. Any corporation or association defined in subsection a. hereof
which, prior to the effective date of this Code, has entered into
annuity agreements shall obtain a special permit as herein pro-
vided prior to entering into any new or additional annuity agree-
ments provided, however, that the commissioner shall by regu-
lation allow a period of time, which shall not be more than 5
years following the effective date of this Code for any such
corporation or association to comply with the provisions of sub-
section b. of this section with respect to any annuity agreement
entered into prior to the effective date of this Code. The com-
missioner, in his discretion may extend such time for a reason-
able period.

d. If the commissioner finds that any special permit holder
has failed to comply with the requirements of this section or
of any rule or regulation of the commissioner issued hereunder,
he may by appropriate order, subject to the provisions of the
Administrative Procedure Act (P.L. 1968, c. 410), Chapter 34
of this Code and any rules adopted thereunder suspend or revoke
any such special permit and he may take such other action to
restrain or enjoin any such violation as may be otherwise pro-
vided by law. In addition the commissioner may make such
orders as he deems desirable and necessary to afford appropriate
financial security to the annuitants. The commissioner may re-
quire that special permit holders submit periodically such re-
ports as he may deem desirable or necessary to ascertain com-
pliance with requirements of this section and the commissioner
may, whenever he deems it expedient, make or cause to be made
an examination of the assets and liabilities and other affairs of
any such special permit holder as the same pertains to annuity
agreements entered into pursuant to this section. The reasonable
expenses of any such examination shall be fixed and determined
by the commissioner, and he shall collect them from the special
permit holder examined, who shall pay them on presentation of
a detailed account of the expenses.

e. No special permit holder shall be deemed an insurer as de-
fined in this Code.
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OREGON
Under date of October 5, 1972, the World Literature
Crusade, North Hollywood, California, received this letter from
the Chief Assistant Insurance Commissioner of the California
Department of Insurance:

“Gentlemen:

We have this day been supplied with evidence by the Oregon
Insurance Commissioner that your organization is violating laws
of the State of Oregon in that one R. Orlando Logelin has
within the State of Oregon been soliciting charitable gift an-
nuities (life insurance) for World Literature Crusade without
either said R. Orlando Logelin or World Literature Crusade
being licensed by the State of Oregon for such activity.

Such solicitation of contracts by an Oregon resident or other
person present within the State is unlawful unless both the
issuer of annuities and the solicitor are duly authorized by the
Oregon insurance regulatory authorities. Solicitation of such
contracts from Oregon residents by mail from outside the State
of Oregon by an organization unlicensed in that State is also
unlawful.

You are hereby requested forthwith to halt all such unlawful
solicitation and transaction of insurance business in the State
of Oregon.”

FLORIDA
On April 5, 1973, the University of Tampa, Tampa, Florida,
received this letter from the Office of Treasurer, Insurance Com-
missioner:

“Dear Mr. Gronlund:

Mr. Brown has asked that I respond to your letter of February
27, 1973, concerning the matter of “gift annuities” and the
licensing of those who propose to sell such annuities.

Section 624.03, Florida Statutes, states that an insurer includes
every person engaged as . . . . contractor in the business of
entering into contracts of . . . . annuity. The term “in the busi-
ness of” does not demand a profit situation, but rather means
performing, acting, or carrying on operations. Part III, Chapter
627, Florida Statutes is by its terms, applicable to annuity
contracts.

Since there is no Statute exempting charitable organizations
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from the application of the Florida Insurance Code, we have
concluded that such organizations would be required to comply
with all the licensing requirements and other requirements of
the Insurance Code.

The Attorney General has also considered this question (ad-
visory S.T. 65-6) and arrived at the same conclusion.

We would therefore caution that your organization not engage
in annuity transactions prior to proper qualification.”

OHIO
On June 27, 1973, Dr. Roland C. Matthies, who shares the
platform with me today, summarized the situation in his state in a
memorandum to sponsoring organizations of the Committee on
Gift Annuities from Ohio. Excerpts from that memo are these:

“This is to sound an alert!—And it is not connected with Federal
Tax Reform. Rather, it is concerned with an Ohio situation.

Bible Literature International, with offices at Columbus, has been
informed by a prestigious law firm that charitable gift annuities
are securities under the Ohio Blue Sky Law and that the dis-
position of annuities involves a sale of securities under Chapter
1707 of the Ohio Revised Code. That law firm has advised that
such annuities must be guaranteed by an insurance company
which is under the supervision of the State of Ohio.

A number of years ago, Denison University ran into the same
problem with its counsel.

Wittenberg’s legal counsel have an opinion to the contrary
and have maintained that position over a number of years. In a

recent review of their position, they have reiterated their stand,
and I concur.

I understand by the “grapevine” that the Division of Securities
in Columbus is taking a “no comment” position. It is probable
that some of the financial difficulties of the Cathedral of Tomor-
row in Akron have brought about this freeze on communication.
In any event, I do not recommend that any direct approach be
made to that office.

I alert you at Wittenberg’s initiative and not as a proposal from
the Committee on Gift Annuities. Wittenberg has written chari-
table gift annuities for the past 100 years and they have provided
a remarkable financial undergirding for this institution. I know that
many of you have had very encouraging results from your own
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charitable gift annuity solicitations. Therefore, 1 suggest that
the time is now for doing your homework. This is the time for
your getting in touch with the right people that they may be
informed about this situation. I am unable to give.you names.
This memorandum will also be sent to those collegiate institutions
in Ohio which I know are interested in charitable gift annuities
but which have not become sponsoring organizations of the
Committee on Gift Annuities.

Please go at this matter quite cautiously but without delay.”

NEBRASKA

Under date of September 25, 1973, York College at York,
Nebraska was advised by the Department of Insurance as
follows:

“Dear Mr. Rathe:

I am in receipt of your September 18th letter in which you
asked four specific questions concerning annuities as they con-
cern this Department.

The Nebraska Department of Insurance regulates the entire
spectrum of insurance business, a portion of which is annuities
and its various types. The basic regulations concerning insurance
are found in Chapter 44 of the Nebraska Revised Statutes.

I am assuming by questions 2, 3 and 4 that you plan to have
York College be the issuing entity. If this is the case, you can
not do it. Instead of trying to explain the myriad of complex
problems that you will be facing if you choose to pursue this
line and set up an annuity program, I suggest that you contact
me for an appointment so that we can discuss in detail what you
plan to do. In the event that you already have an insurer who
will be writing and reserving the annuities, you will need to
have a natural person licensed with that insurance company in
order to sell the annuity. You will not have to maintain a
reserve as the insurance company will be doing that for you.
And, finally, the insurance company also records or files with this
Department a copy for approval, prior to any issuance, all poli-
cies and annuities which are to be issued in this state.

As I indicated, if, as I believe from your letter, you intend to
issue the annuities yourself, I will be awaiting a call from you
so that we might discuss this matter further.”
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PENNSYLVANIA
It has been reported that on November 13, 1973 a Gift An-
nuities bill was introduced to the Pennsylvania Legislature. Its
status at this writing is not known. The wording proposed for it is
almost identical with the bill passed by New Jersey in 1972.

LATER INFORMATION IS INVITED

As 1 said earlier, the developments I have recounted have
taken place since the time of the prior conference. They are sup-
ported by copies of correspondence shared with the Committee
on Gift Annuities.

Instances from other states of impending or emerging state
regulations, as cited in the Booklet of Proceedings from the 1971
Conference, apparently remain as they have been. I refer
especially to Wisconsin, Illinois, Minnesota and North Dakota.

Possibly persons here today have later information to share
with us, about those or still other states, either with the Con-
ference as a whole or with an officer of the Committee. Agenda
time can certainly be provided for consideration of this important
matter.

THE ROLE OF THE COMMITTEE ON GIFT ANNUITIES

In conclusion, the considered position of the Committee on
Gift Annuities, in the light of this kind of situation, has been to
“not press the issue.” Also it is deemed advisable to desist from
periodic and extensive surveys of the several states as to their
respective rule and practices. Persistent inquiry in the past has
had the negative effect of the officers of some state without
regulations apparently saying to themselves, “It appears we
should have some.”

Operating as it does without fulltime staff, and with a
modest budget, the Committee on Gift Annuities cannot actively
lobby for legislation on these matters in the several states. It can,
however, serve as a clearing house and stands ready to do so!

Whenever and wherever a situation develops toward which
some kind of responsive action may be important, sponsors
located in the state involved can be notified and encouraged to
plan collective action rather than try to go it alone. It is of utmost
importance that you keep the Committee informed.
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A CONTINUING APPEAL

As Dr. Gilbert Darlington wisely said in his paper on this
topic in 1959, “The Committee on Gift Annuities seeks by self-
regulation of its members to make state regulation unnecessary
by the Insurance Departments of additional states, but "any at-
tempt by other agencies of the states or federal government
should in my judgment be vigorously opposed by your Com-
mittee. Please keep the Committee informed.”
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FEDERAL TAX LEGISLATION—CURRENT STATUS

DR. ROLAND C. MATTHIES
Vice President — Counsel, Wittenberg University

To lay a proper foundation for consideration of Federal tax
legislation and threatened reform as it applies to charitable giv-
ing, I ask your indulgence in a fairly extensive quotation. Dr.
Robert F. Goheen, distinguished past president of Princeton
University, addressed the Ripon Society in New York City on the
subject, “Is Private Philanthropy ‘Government Money? ” Thanks
to David F. Freeman, President of the Council on Foundations,
Inc., a substantial number of copies of this speech will be
available at the conclusion of this session.

Dr. Goheen states in part:

“Last week John Doe pledged $15 to his town’s United
Fund. A doctor in the local hospital saved a child’s life with a
$5,000 piece of equipment paid for by a wealthy donor.
Representative College announced $250,000 contributed by alum-
ni donors for an enlarged student aid program. The Charitable
Foundation reported grants totaling twice that amount for drug
abuse prevention, population studies, an experiment in social
decentralization, and investigations into new methods of con-
verting waste into energy. Sara Jones put $5 in the collection box
at her church to celebrate the christening of a nephew.

“Whose money was involved in these various philanthropic
acts? There are those who hold it to be basically the
Government's money because it is tax deductible, and in recent
years this view has gained a strong foothold in the major tax-
writing committees of the Congress.

“But if one accepts the premise that charitable activities and
giving represent not so much valued personal commitments as
government expenditures, then the door is open to drastic
changes in the traditional independence of private philanthropy
and its capacity to contribute fruitfully to the well-being and im-
provement of our society.

“If the assets of tax-exempt organizations are indeed govern-
ment money, then it is only logical that their policies and prac-
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tices should be fully subject to Federal regulations. But where,
then, do you draw the line?”

Dr. Goheen then goes on to indicate that Professor Stanley
Surrey, of the Harvard Law School and former Assistant
Secretary of Treasury for Tax Policy, considers all tax deductions,
including those allowed for charitable giving, as being “Costs to
government.”  Professor Surrey also describes them as
“Government subsidies” and while he was on the Federal staff he
developed a “Treasury Tax Expenditure Budget” which included
charitable deductions as expenditures of the Federal Govern-
ment. Dr. Goheen adds, “The Surreyan view appears to have lit-
tle historical base in the thinking and motivation of those who
wrote the exemption of charitable institutions and the deduc-
tibility of charitable giving into the American tax system. The
Congressional deliberations and debates of that time reflect, in-
stead, a concern to preserve the vitality of non-governmental
charitable enterprise and the view that such enterprise represents
gains for the society rather than cost to government. In the Tax
Reform Act of 1969, Congress not only endorsed again the basic
principle of the charitable deduction on income tax, but raised
the maximum allowance to 50 percent of adjusted gross income.
From the perspective of history, then, the Surreyan views seem to
reverse the basic rationale of charitable exemptions and deduc-
tions in the U.S. tax system.”

Dr. Goheen indicates that we hear much today about tax
preferences and about loopholes, that there is a popular swell of
concern, and that there is much confusion about our tax laws and
their so-called benefits. He indicates that Professor Surrey’s view
of charitable deductions as government expenditures or govern-
ment subsidies simply promotes this confusion. He concludes by
indicating that three proposals with serious negative implications
for many philanthropic organizations are under serious con-
sideration by the tax-writing committees of the present Congress.
They are these:

1. To limit deductions for gifts of appreciated securities
to public charities. You will recall that this action was
taken with respect to that kind of giving to private
foundations in the 1969 Tax Reform Act.
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2. A second proposal involves a limitation on the proportion
of decedents’ estates that can be left to charities without
taxation,

3. The third proposal is ‘Minimum Taxable Income,” as rec-
ommended from the Nixon Administration.

Dr. Goheen concludes, “At debate is the very organization of
our society; the extent to which it values its pluralism and volun-
tarism; the maintenance of a multiplicity of solutions to social
problems; and the existence of independent institutions at-
tempting to meet important human needs. Each proposal above
beclouds what have been important incentives in our tax system
that have helped encourage persons of means to make substantial
charitable gifts. Singly and together they raise serious threats to
present patterns of funding the country’s philanthropic in-
stitutions, and especially so for its universities. How we feel about
these proposals may be strongly influenced by whether we come
to regard the current exemptions and deductions accorded to
philanthropy in our tax laws to be the State’s money or money
that still belongs to the people. I would strongly urge the latter
view as historically based and intimately related to the continuing
strength and vigor of the country’s many voluntary non-profit in-
stitutions.”

So much for laying a foundation of understanding as to the
prime issues by which you and I are most concerned at the mo-
ment.

What is the current situation? From the latest reports I have,
at this very time the House Ways and Means Committee is begin-
ning the process of marking up a tax reform bill. Whether it will
be a piecemeal endeavor or a major thrust is simply a matter of
conjecture at this time. And when a tax bill is presented to Con-
gress for action, we are not sure as to under what rules the action
will be taken. As Kiplinger said in his Taxletter of March 22, 1974
“Congress often has a tendency to go beyond its original in-
tentions.”

Jack Myers, distinguished counsel for the American Council
on Education, reports that both the House Ways & Means Com-
mittee and the Senate Finance Committee are gearing up for
passage of some tax legislation this year. He believes that there is
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a strong possibility that someone will offer an amendment to one
of the current tariff bills dealing with the tax on preference in-
come. Such activity would probably result from a reaction to the
President’s payments of minimal Federal income tax. As you
know, it is unfortunate that the low rate of tax on President Nix-
on’s income was directly traceable to a charitable contribution
which had already been declared to be ineligible for the con-
tribution deduction. Jack believes that the least that can be ex-
pected is a substantial reduction of the floor which now applies
before any tax is imposed on preference income, namely, $30,000
plus the taxpayer’s tax as otherwise determined. There might well
be an effort to expand the items of preference income. He
believes that a substitute for the preference tax, such as the ad-
ministration’s proposal for MTI, is probably too substantial a
change for consideration as an amendment to a tariff bill.

It is now clear that Chairman Wilbur Mills of the House
Ways and Means Committee has regained his health and vigor
and is once more the active Chairman. The committee is under
some real pressure to justify retaining its broad range of
responsibilities. Jack believes that it is probably too late in the
Congressional year to make any substantial progress toward
changing the federal estate and gift tax provisions. This is a com-
plicated subject. Accordingly, it would seem that current tax
reform activities would be involved with the income tax situation.

If preference tax provisions are modified, we can all recall
that the House Ways and Means Committee in 1969 tried to in-
clude unrealized appreciation in property transferred to a public
charity as a preference item. If a successful attempt is made to in-
clude unrealized appreciation as a preference income item, the
pressure would probably be off on attempting to tax directly such
unrealized appreciation.

Coming to the fore, is also the idea of increasing the holding
period for long-term appreciation from more than six months to
more than one year. The idea has also been advanced that the
percentage of gains subject to tax be reduced on a schedule tuned
to the number of years of holding. It is the belief of several of us
that charitable organizations should not oppose a progressive
reduction of the capital gains tax.
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Another possibility that will probably be part and parcel of a
tax reform measure is the proposal to extend the period of time
for correcting charitable remainder trusts to meet the rigid re-
quirements of the 1969 Tax Reform Act. Problems are continuing
to show up which result in heavy taxes in estates and the
resulting loss to the charities. I understand that a charitable re-
mainder trust in the District of Columbia, held to not meet the
statute, will cost the charitable remainderman nearly $3 million
of lost gift.

So, we are in the thick of it once more. It appears obvious
that the House Ways & Means Committee will come up with a
tax reform measure. Certainly, the unfavorable publicity involved
in President Nixon’s gift of personal papers provides the example
for motivation and action. The charitable contribution deduction
will surely be under attack. There are unlimited ideas being pro-
jected for disturbing the present situation of the Federal estate
and gift taxes, but, as I indicated previously, I believe that they
will not be tackled at this session of Congress. But the next
session is just around the corner!

After all of that heavy material, I imagine that you are in a
mood for some of Conrad Teitell’s famous humor. Here is his ex-
cerpt from the March 1974 issue of Taxwise Giving:

“A TALE ABOUT A FAT CAT.

Donor’s will left $1 million in trust to provide income for
his pet cat. On the cat’s death, the trust principal was to go
to a charitable organization. The donor’s estate wished to
claim a charitable deduction for the charity’s interest. But
the executor couldn’t find a factor in the Treasury Tables for
computing the charitable deduction based on a cat’s life ex-
pectancy. So he wrote to IRS. “The answer is simple, ruled
IRS. Use the factor in the Table for humans, but multiply
that factor by 9.’

Unfortunately for the cat, it never received the trust in-
come. The donor’s parakeet contested the will.”

In that same March 1974 issue of Taxwise Giving, Conrad
discusses suggested action on our part. He recommended,
“Concerned institutions and groups of concerned institutions in
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each state having a member on the House Ways & Means Com-
mittee should meet and otherwise communicate with Ways &
Means members urging that any bill reported by the Committee
not contain any provision which would remove the long-standing
tax incentives to charitable contributions. If your institution is in
a state not having a member on the House Ways & Means Com-
mittee, communicate your concerns to your own representative
and ask him to make your views known to his colleagues on the
Ways and Means Committee.” In other words, cooperative action
within the states is called for by our much admired Conrad
Teitell. Those views to be expressed should not only speak to the
issues but should also ask for a postponement of consideration of
provisions dealing with the charitable contribution until the
newly-formed Citizens Commission on Private Philanthropy and
Public Needs has completed its work. As Conrad indicates, “It
makes no sense to establish a Commission to study a problem and
then enact legislation before it makes its report. Thus, any pro-
posal affecting the charitable contribution should await the newly
established Commission’s report and recommendations.

“Strategically, it is not safe just to ask for a postponement.
Address the issues and also ask for a postponement.”

Another vigorous proponent of activity at the state level is
Attorney James E. Mann of the law firm of Gardner, Carton,
Douglas, Chilgren and Waud. In his most recent alert, dated
April 5, 1974, he indicated that it is time to renew Congressional
contact as tax reform tops the Ways & Means agenda. He states
that the climate in which the mark-up of the tax bill will occur is
volatile. He states “It is this concern of Congressmen to hear from
their constituents that moves us to alert you to renew individual
contacts with the Congressmen from your state. . . . While we
have tended in the past to focus exclusively on the House, it is not
too soon to follow this same procedure with your state’s
Senators.” -

For an excellent coverage of the current situation, I refer you
to the publication by the Council for Financial Aid to Education,
entitled “Voluntarism, Tax Reform, and Higher Education.”
Single copies at $2 may be ordered from the Council at 680 Fifth
Avenue, New York 10019. For an excellent discussion of the
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Minimum Taxable Income Proposal, see Pages 19 and 20 of that
publication.

While on the matter of publications recommended for your
use, I suggest that you acquire a comprehensive annotated
bibliography and summary overview of the status of our
knowledge to date on the subject of charitable giving. This is a
reference guide entitled “Motivations for Charitable Giving” by
Butners and Buntaine and was prepared under the auspices of
the 501 (¢) (3) Group. This is an 83 page annotated collection of
published reference sources on charitable giving. Single copies
may be obtained at $3.25 from the 501 (c) (3) Group, One Du-
pont Circle, Suite 600, Washington, D.C. 20036.

Many of you have heard of the 501 (¢) (3) group, a volun-
tary organization that has been acting on your behalf since before
the 1969 Act. There are about 25 of us who regularly meet, with
no subsidy, to keep abreast of the tax climate, to maintain the
best of communication with Capitol Hill, and to work at the
unending problem of good rapport. Because we felt that the
climate of understanding with regard to whether tax incentives
really work in obtaining the charitable gift, we authorized a study
by Martin Feldstein, Professor of Economics at Harvard, who
worked with a larger body of data than any of his predecessors
who gave study to this field. He has produced compelling evi-
dence that the charitable contribution deduction works in fact as
well as in theory. It encourages giving, and it does so at a reason-
able cost to the United States Government. A popularized lay-
man’s version of the Feldstein report will soon be available for
your study and information. Now, what about the Commission on
Private Philanthropy and Public Needs? In November of 1973,
then Secretary of the Treasury, George Schultz and Chairman
Mills of the House Ways and Means Committee jointly an-
nounced the formation of a Commission on Private Philanthropy
and Public Needs. The role of the Commission would be to con-
sider what part private philanthropy plays in meeting the educa-
tional, health, social welfare, cultural, scientific, quality of life
and religious and similar needs of the United States. The Com-
mission will not only attempt to measure the importance of that
role but will also attempt to determine the significance of the
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various incentives to private support of public needs, including
but not limited to the various aspects of Federal and State taxing
statutes which encourage gifts. It is under obligation to make a
report by the end of 1974. You will recall that earlier in this ad-
dress I referred to Conrad Teitell's concern that legislation not be
enacted prior to a report from the Commission. The Commission
is chaired by John Filer, Chairman of Aetna Life and Casualty
Company, and has about 28 members. It is served by an advisory
committee of distinguished professionals. The staff of the Com-
mission is led by Attorney Leonard Silverstein. The Commission
has engaged in a number of important studies. It meets ap-
proximately once a month in various parts of the country,
receives preliminary reports with respect to studies authorized,
and listens to various experts present their analysis of the issues
involved. As reported by Jack Myers, “. . . At the initial meeting,
the Commission heard a discussion between Professors Surrey
and Bittker with respect to the appropriateness of the charitable
contribution deduction for income, gift and estate tax purposes as
an incentive. It is planned that in September a national meeting
of the experts, advisors, staff and researchers will be held to
present the results of the various studies, a discussion of the pro-
posed changes and alternatives with the broadest range of views
being represented. Thereafter, the Commission will make
decisions with respect to the proposals made and direct the
preparation of a final report which is scheduled to be completed
before the end of December 1974.” There could be no better
reason than to call for postponement of tax reform as it affects
the charitable contribution deduction!

All in all, with the subject of State Regulation just covered
by Chet Myrom, and the national legislative scene in foment,
reform and control surround us!!

In fields related to Federal tax legislation, such as court
decisions and IRS positions taken, I call your attention to these
current problems among many which time does not permit to be
covered:

1. The district court of the District of Columbia in Eastern

Kentucky Welfare Rights Organization, et al, v. Shultz, Civil
Action No. 1378-T1, has rendered a decision that the Internal
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Revenue Service definition of a hospital, as stated in Rev.
Rul. 69-545, was invalid since it did not require that the
hospitals “be operated, to the extent of their financial ability,
for those not able to pay for services and not exclusively for
those who are able and expected to pay.”

An appeal has been filed.

Jack Myers believes that it is not contemplated that the
IRS will revoke the exemption of any hospital without follow-
ing the ordinary and regular procedures. There should be
no ad interim problem insofar as donors are concerned since
they are entitled to rely on the public charity status of the
hospitals as expressed in published rulings of the IRS.

There is indication that members of the House Ways and
Means Committee are desirous of a clearer statement of the
limitation on legislative activities of public charities. Private
foundations are severely restricted in this area. Public chari-
ties are subject to the very indefinite prohibition that “no
substantial part of their activities may be the carrying on
of propaganda or otherwise attempting to influence legisla-
tion”,

You will recall that in 1960, the IRS issued Rev. Rul. 60-370
which has caused much consternation. The ruling stated that
a donor who transfers appreciated assets to a charitable
remainder trust is himself subject to capital gains tax when
the trustee invests the sale proceeds in tax-exempt securities
in accordance with an express or implied agreement. That
ruling specifically limited itself to tax-exempts. It also stated
that any change in the IRS position would be prospective
only. Conrad Teitell indicates that it is now evident that
some technicians in IRS believe that a donor who funds a
unitrust or annuity trust with low yield securities should
himself be taxable on any gain incurred by the trust on the
sale of securities for reinvestment in higher yield assets. This
is not yet a regulation.

A small wave of court decisions and/or public utility com-
mission rulings is causing consternation with regard to the
right of a public utility to include charitable gifts in its
expenditures to be included for the purposes of rate-making
and rate-approval by state public utility commissions. If such
activity is threatened or present in your state, it may well
be that concerted statewide action is called for with prompt-
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ness. Successful pursuit of the limitation of the right of
public utilities to utilize such charitable gifts could well
spread into the area of any profit making corporation and
would provide the “meat” for many a “roasting” at stock-
holder’s meetings.

And now, as you breathe a sigh of relief, in conclusion. You
are surely aware that many of the tax reform proposals currently
under discussion could have a seriously negative effect for the
voluntary support of our institutions. Private, voluntary giving
has been the financial lifeblood for our operations and the long-
range undergirding for our future. It is our job, yours and mine,
working many times collectively rather than individually, to get
this message across to members of the Congress. This is no time
to sit back letting “George do it.” Be alert, be cooperative, com-
municate!
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CANADIAN TAXATION

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

CANADIAN LAW AS IT AFFECTS DEFERRED GIVING

Nowhere in the Income Tax Act are the terms “charitable
organization” or “charitable purposes” defined. — rely on com-
mon law and over 300 years of jurisprudence.

Earliest comprehensive definition of “charitable purposes”
was in the statutes of Elizabeth I. Most subsequent legislation in
English-speaking countries greatly influenced by the preamble of
that statute which states:

“the relief of the aged, impotent and poor people; the
maintenance of sick and maimed soldiers and mariners; the
maintenance of schools of learning, and free schools and
scholars in universities; the repair of bridges, ports, havens,
causeways, churches, seabanks and highways; the education
and preferment orphans; the relief, stock, or maintenance of
houses of correction, the marriages of poor maids; the sup-
portation, aid and help of young tradesmen, handicraftmen
and persons decayed; the relief or redemption of prisoners or
captives; the aid or ease of any poor inhabitants concerning
the payment of fifteens, setting out of soldiers and other
taxes.”

Charitable purposes today categorized broadly into four

headings:

(a) Relief of poverty.

- (b) Advancement of religion.

(¢) Advancement of education.

(d) Other purposes of a charitable nature beneficial to com-

munity as a whole.

Sections of the Income Tax Act dealing with gifts to

charitable organizations are:

Sec. 110—Allows for the deduction from income of a tax-
payer’s gifts made to a ... " .. registered Cana-
dian charitable organization . . .”, and Canadian
amateur athletic association
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—maximum allowable deduction is 20% of net income
—provision to carry forward to following year the

excess donations over the 20% of net income.
Sec. 149—Exempts from tax the income of charitable organ-

izations, non-profit organizations and charitable
trusts.

To be allowed as a deduction from income a gift or a dona-
tion must be made to a . . . registered Canadian charitable
organization . . .” or a registered Canadian amateur athletic
association. Registration of charitable and non-profit organiza-
tions is the responsibility of the Charitable and Non-profit
Organizations Section of the Department of National Revenue,
Registration Division. That Section is responsible for the control
and filing of annual information returns and a review thereof,
delinquent action to secure compliance in filing of returns,
revocation action and the answering of general inquiries in
regard to registration and related matters.

Periodic audits of charitable and non-profit organizations are
made by D.N.R. district office staff.

Revoking registration is never retro-active — this protects in-
nocent donors — but it does result in the disallowance of claims
for donations by a taxpayer. The main reason for revoking regis-
tration is failure to comply with annual filing of information
returns, organization re-registered on application, filing of de-
linquent returns, etc.

Taking a look at donations, the Canadian position is as
follows:

(a) An “amount” must have been gifted. Donations “in

kind,” as are quite usual in the U.S., are not allowed;
e.g. donation to a church of a house to be used as a
rectory not allowable; but if donor made such donation
to the church which in turn purchased house from
donor, the cash donation would be an allowable
donation.

(There are three concerns here:
1. Complex and restrictive provisions of tax law hinder
taxpayers in their giving.
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2. D.N.R’s slavish adherence to law and pressing a
case to trial.

3. Inmability of Courts to elicit from situation a fair
result, operating upon the principle that a taxing
statute must be strictly construed. The result is in-
evitably a bad decision; bad in terms of prevailing
social attitudes. )

(b) Donations must be made to the organization, not direct
to a project of the organization or to a member thereof
even though the amount was to be used within the
concept of the work performed by the organization.

(c) Similarly, donations must not be ear-marked for a
specific project or person working within the concept
of the work performed by the organization. The amount
must be paid to the organization which may, in its wis-
dom, use it in a specific direction. (In one case, the
D.N.R. refused a deduction because the donor pointed
out two cases of persons needing help when donating to
the Salvation Army. The Court held that, in law, the
payments were made to the Salvation Army and there-
fore deductible.)

(d) The donor must not receive consideration for his dona-
tion, nor a benefit he would otherwise have to pay for.
For example, payments to a Hebrew School where the
donor’s children received an education were not de-
ductible. However, a donor paid $150 to a fund-raising
project of the National Ballet Guild, a registered
charity, and received $65 worth of tickets to a concert
and reception. The balance, $85, was deducted as a
donation. On appeal, the $85 was upheld as a donation;
payment of $150 was in part payment for entertainment
and, in part, a charitable donation.

Some miscellaneous points to note concerning Section 110

are as follows:

(a) The 20% limit mentioned above does not apply to
members of a religious order who have taken a vow of

perpetual poverty.
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(b) Amounts gifted by Will are deductible as if made in
year of death.

(¢) A person living near the U.S. border, and working in
the U.S. which is his chief source of income may deduct
donations to U.S. charities which qualify under Code
as if made to registered Canadian charity.

(d) Article XIIID of U.S.-Canada Treaty permits deduc-
tion of gifts to U.S. charities which would qualify as
registered Canadian charities up to 20% of U.S. source
income.

(e) Donations carried forward from previous year applied
first in determining 20% limit.

(f) Irrevocable contributions of capital can be made to a
registered Canadian charitable organization in exchange
for immediate guaranteed payments to the individual
for life. Canadian tax law treats such arrangements as
annuity contracts with payment being included in in-
come with a deduction from income of the capital ele-
ment of the annuity payment. In some cases, amount
paid for the annuity exceeds amount expected to be
received as annuity. D.N.R. takes the view that the
excess is a gift and deductible by the individual pro-
viding official receipt is produced.

(g) Section 110 (2.2) permits bequest or gift of tangible
capital property that has increased in value to a chari-
table body at a value not lower than and not higher
than its FMV-deemed gain can be reduced or elimi-
nated. Value assigned is also value of donation purposes
which could leave more of 20% deduction available for
other gifts. Property so transferred must be suitable
for use by donee directly in course of carrying on its
charitable activity.

DONATIONS TO CHARITY BETWEEN COUNTRIES
Two tax cases involving donations to charity between coun-
tries:
A. Deceased domiciled in New York, left Canadian shares
worth $67,000 to Canadian charities. Non-resident tax
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of 15% imposed under Part IT of Estate Tax Act without
deduction for charitable donations. Article III (2) of
Canada-U.S. Treaty does not apply to permit deduc-
tion. Intended donees were a Canadian hospital and
two Canadian education institutions. One wonders why
they should be penalized 15% of gift when doubtless
state support for them will be necessary.

Bequest of $520,000 made to an English charity but
no deduction allowed under Estate Tax Act because
it was not an organization in Canada.
Under Section 149, the income of charitable organiza-
tions, non-profit organizations, and charitable trusts is
exempt from tax. In order for a charity to be registered,
and so obtain deduction of donations by individuals,
it must be exempt from tax.
Paragraph [f]—Charitable Organizations:

May be incorporated or not.

All resources devoted to its own charitable activities.

No part of income payable/available for any pro-

prietor, member or shareholder.

Activity must be carried on by the organization, i.e.,

directly under its supervision and control.

Not precluded from carrying on business. Organiza-

tions which have business activities to raise funds for

certain charitable purposes are treated as qualifying.
Paragraph [g]—Non-profit Corporations:

Very similar to “Charitable Organizations.”

May pay taxable capital gains to proprietor, member,

or shareholder.

Must not have acquired control of another corpora-

tion since 1950.

Cannot acquire property and grant a mortgage, or
by way of agreement for sale.

Expends 90% of its annual income on:

1. Own charitable activities.
2. Gifts to charities described in para. [f].
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3. Gifts to charities exempt under para. [g].
4. Gifts to one or more three levels of government.

The 90% rule is harsh as expenditure must be made

in current period. Therefore, each year an estimate

of what total income will be must be made.
Paragraph [h]—Charitable Trusts:

Trust property must be held absolutely and exclu-

sively for charitable purposes;

has not, since 1950, acquired control of any corpo-

ration;

does not carry on a business;

no other debts except those for operating expenses;

90% of income expended as above, items 1-3.

SUCCESSION DUTY

On January 1, 1972, the Federal Government vacated the
succession duty or estate tax field with the repeal of the Estate
Tax Act. Three provinces, namely Quebec, Ontario, and British
Columbia, levied a succession duty in addition to the federal
Estate Tax Act. With the vacating of the estate tax field by the
Federal Government, six of the remaining seven provinces en-
tered the succession duty field using a basically uniform Act. On-
ly Alberta remained out of the estate tax/succession duty field
thus forming a tax haven of sorts.

The succession duty acts of each of the three original prov-
inces vary in many respects. While the other six provincial acts
are basically uniform, there are significant differences. The result
is that in this field Canada has a jumble of provisions which sore-
ly test the temper and ingenuity of the estate planner.

It is interesting to note that in 1892, when Ontario, Quebec
and B.C. entered the succession duty field, the purpose of the tax
was to raise money to defray governmental expenses with respect
to charitable institutions and activities.

Taking a look at the exemption provisions in the succession
duty field, the maze is as follows:

(a) Quebec confers a general exemption on bequests to
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(c)

religious, charitable, or educational organizations. Life
insurance payable to such an organization is also
exempt.

Ontario has a similar exemption but only if the organi-
zation carries on its work solely in Canada. Where
work is carried on inside and outside Canada, a por-
tion of the bequest will be exempt.

Saskatchewan, Manitoba, and B.C. exempt bequests to
organizations recognized as charitable under the In-
come Tax Act. Saskatchewan exempts absolute and
indefeasible successions by charitable organizations.
B.C. has very narrow exemptions.
Bequests to charitable organizations are exempt but:
1. To extent such bequests do not exceed 10% of net
value of all property passing.
2. Property must be used entirely within B.C.

3. Property must be left to absolute discretion of
organization.

Provisions of the various Acts concerning territorial limita-
tions are:

(a)

(b)

(c)
(d)

Quebec has the broadest and most liberal: no require-
ment that property be used in Quebec or Canada.
Similarly, trustees may not be resident in Quebec or
Canada.

Ontario requires that organization must carry on its
work wholly or partly in Canada, allowing only a pro-
portionate exemption.

B. C. exemption only if property is devoted to organi-
zation’s activities in the province.

Saskatchewan and Manitoba have some territorial
limitation imposed by definition of “registered Canadian
charitable organization.”

In the area of eligible organizations we find similar diversity:

(a)

Each province, except Quebec, describes the recipient
as an organization but with varied qualifications.
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(b) Ontario must be religious, charitable, or educational
with the Minister having absolute discretion.

(¢) B. C. requires that the organization must be qualified
as a “Charitable organization” under Income Tax Act,
rather an obscure reference.

(d) Saskatchewan and Manitoba require either a prescribed
Charitable organization or a registered charitable or-
ganization other than an exempt trust. Excluding trusts
places a substantial limitation because the concept of
an unincorporated charitable organization which is not
a trust involves an inherent contradiction,

Where a trust is created for specific charitable purposes by
the deceased, basically bequests are not exempt. However, the
Succession Duty Acts are generally not clear on this point with
B.C. being the only exception. In Ontario, a literal reading sug-
gests such trusts are permissible, and the authorities in that prov-
ince take a liberal approach. Saskatchewan and Manitoba con-
fine exemption to absolute and indefeasible gifts to a charitable
organization as restrictively defined.

The effect of the exemption is that the property is still in-
cluded for purpose of calculating appropriate rate of duty. Ex-
cept in Ontario, where value is deducted in calculating rate on
dutiable property, etc. B.C. has a similar provision but to a lesser
extent.

Summary

To summarize, in advising a client on dispositions intended
to qualify for exemption, much will depend on which of the
statutes is or are applicable to the estate.
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FORMULA FOR CALCULATING TAXABLE INCOME
WITH RESPECT TO ANNUITY GIFT AGREEMENTS
1. Determine the life expectancy of the annuitant(s) as from age at date

of gift in accordance with the tables set forth on pages 382, 386 and

387 of Mercer's Canadian Handbook of Pension and Welfare Plans
(1959):

2. Multiply the life expectancy by the rate of annuity payable in order to
arrive at the capital return over the span of life expectancy:

3. Divide the rate of annuity by the amount of the capital return to arrive
at the non-taxable amount:

4, Subtract the non-taxable amount from the rate of annuity in order to
determine the taxable portion per $100.00.

TAXABLE INCOME—-MALES

Age at date Life Rate of ;g{ﬁzﬂ;&"; er TAX-FREE
of Gift Expectancy Annuity 100 of Gift PORTION
50 24.8 6.5% $2.47 62 %
51 24.0 6.6 2.43 63.2%
52 23.2 6.7 2.39 64.3%
53 22.5 6.8 2.36 65.3%
54 21.8 6.9 2.32 66.4%
55 21.0 7.0 2.24 68 %
56 20.3 72 2.28 68.4%
57 19.6 7.3 2.20 69.9%
58 18.9 7.3 2.01 72.5%
59 18.2 7.4 1.91 T4.2%
60 17.6 74 1.72 76.8%
61 16.9 7.5 1.59 78.8%
62 16.2 7.6 1.43 81.2%
63 15.6 7.7 1.29 83.2%
64 15.0 7.8 1.13 85.5%
65 14.4 7.9 96 87.8%
66 13.8 8.1 .86 89.4%
67 13.2 8.2 .63 92.3%
68 12,7 8.3 43 94.8%
69 12.1 84 .14 98.3%
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TAXABLE INCOME—-FEMALES

; Taxable
Age at date Life Rate of portion per TAX-FREE
of Gift Expectancy Annuity $100 of Gift PORTION
50 28.8 6.5 $3.03 53.4%
51 28.0 6.6 - 3.03 54.1%
52 27.2 6.7 3.03 54.8%
53 26.4 6.8 3.02 55.6%
54 25.6 6.9 3.00 56.5%
55 24.8 7.0 2.97 57.6%
56 24.0 7.2 3.03 57.9%
57 23.2 7.3 3.00 58.9%
58 22.5 73 2.86 60.8%
59 21.8 7.4 2.82 61.9%
60 21.0 7.4 2.64 64.3%
61 20.3 7.5 2.58 65.6%
62 19.6 7.6 2.50 67.1%
63 18.9 id:d 2.41 68.7%
64 18.2 7.8 2.31 70.4%
65 17.6 79 2.22 71.9%
66 16.9 8.1 2.19 73.0%
67 16.2 8.2 2.03 75.2%
68 15.6 8.3 1.91 77.0%
69 15.0 8.4 1.73 79.4%
70 14.4 8.5 1.56 81.7%
71 13.8 8.7 1.46 83.2%
72 132, 8.8 1.23 86.0%
73 12.7 9.0 1.13 87.5%
74 12.1 9.2 94 89.8%
75 11.6 9.4 78 91.8%
76 11.1 9.5 49 94.9%
T7 10.6 9.5 07 99.3%

NOTE: Taxable Income in connection with Joint Survivor Annuity Gifts
to be calculated on an individual basis.

October, 1972
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INTERPRETATION BULLETIN
Subject: Income Tax Act Annuities Purchased from Charitable
Organizations

Serial No. IT-111 Date: June 27, 1973

Reference: Paragraph 110(1)(a) (also paragraphs 56(1)(d)
and 60(a))

1. This Bulletin replaces and cancels Interpretation Bulletin
No. IT-14 dated June 24, 1971.

2. Certain registered Canadian charitable organizations
solicit interested individuals to make an irrevocable contribution
of capital to the charitable organization in exchange for im-
mediate guaranteed payments to the individual for life at a
specified rate depending on life expectancy. Such arrangements
are considered to be annuity contracts for the purpose of the In-
come Tax Act, and the payments to the annuitant are included in
computing his income under paragraph 56(1)(d). Paragraph
60(a) provides for the deduction from income of the capital ele-
ment of the annuity payments as determined by Part III of the
Income Tax Regulations.

3. Because of his charitable interest in the organization the
individual sometimes pays more for the annuity than the total
amount expected to be received as annuity payments. In such
cases the Department is prepared to take the view that the excess
of the purchase price over the amount so expected to be returned
is a gift and the individual is entitled to deduct the amount of the
gift to the extent allowed by paragraph 110(1)(a) provided an
official receipt is produced in accordance with Part XXXV of the
Income Tax Regulations. No portion of each annuity payment is
taxable in the hands of the individual in these circumstances.

4, Attached is a table by which the total amount expected to
be received as annuity payments under immediate life annuities
can be calculated for these purposes. The annual payments are
multiplied by the number of yearly instalments expected at the
age of the annuitant at the time of making the arrangement and
this provides the total amount expected to be received. The an-
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nuitant’s age is determined by subtracting the calendar year of
his birth from the calendar year in which the arrangement is
made. However, where the annual payments on the annuity com-
mence after 1971, subparagraph 300(2) (a)(iii) of the Income
Tax Regulations requires his age, as so determined, to be reduced
by two years.

5. Where the annuity payments are guaranteed for a certain
period, where the commencement of the payments is delayed,
where there is more than one annuitant or where any other con-
ditions exist making the application of the above table for im-
mediate life annuities inappropriate, the calculation may be
sought from the District Taxation Office.

6. The foregoing comments apply to contracts of this nature
entered into in any province of Canada.

Published under the authority of the Deputy Minister of Na-
tional Revenue for Taxation

IT-111
—ORDINARY LIFE ANNUITIES
Number of Number of
Yearly Yearly
Instalments Instalments
Male  Ages © Female Expected Male Ages Female Expected

5 10 65.1 60 65 17.6
6 11 64.2 61 66 16.9
7 12 63.2 62 67 16.2
8 13 62.3 63 68 15.6
9 14 61.4 64 69 15.0
10 15 60.5 65 70 144
11 16 59.6 66 71 13.8
12 17 58.6 67 72 13.2
13 18 57.7 68 73 12.7
14 19 56.8 69 74 12.1
15 20 55.8 70 75 11.6
16 21 54.9 71 76 11.1
17 22 54.0 72 77 10.6
18 23 53.0 73 78 10.1
19 24 52.1 74 79 9.6
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CHARITABLE REMAINDER TRUSTS

MR. CONRAD TEITELL
Partner, Prerau & Teitell
(Copyright Conrad Teitell, 1970)

A charitable remainder unitrust is a highly advantageous
way — authorized by the new tax law — to benefit yourself and
our institution. You benefit by receiving life income from your
charitable gift. Then the trust fund belongs to our institution.

The Federal government gives tax benefits to encourage you
to support our institution through a unitrust. A donor’s prime
motive for creating a unitrust is to further our institution’s work
and goals — not to save taxes. However, once deciding to con-
tribute, you will want to plan your gift to obtain maximum tax
and financial benefits. Creating a unitrust — keeping attractive
income for life — saves estate taxes and probate costs as well as
substantial income taxes.

The unitrust in brief. A unitrust pays you an amount each
year determined by multiplying a fixed percent, say 5%, by the
fair market value of the trust assets each year. You get an im-
mediate income tax charitable deduction and it is often possible
for part of the income you receive to be taxed at favorable capital
gains rates (instead of ordinary income rates) and for part to be
tax-free altogether. You rid yourself of investment worries — and
at the same time obtain an excellent hedge against inflation. Here
are the details.

Creating a wunitrust. Donor irrevocably transfers money,
securities or both to a trustee (often the charitable organization,
itself) who pays the donor income for life. The trust can also
provide income for a survivor (e.g., a wife) for life. Then the
trust assets become the sole property of our institution.

How the income you receive each year is determined. The
assets used to create the unitrust and all receipts are managed

© Conrad Teitell MCMLXX
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and invested by the trustee as a single fund. The income
beneficiary receives payments based on a fixed percent of the fair
market value of the trust assets, valued each year.

Example: Donor’s unitrust provides that he is to receive 5%
of the fair market value of the unitrust assets each year
(payable quarterly). Donor funds his trust with $100,000, so
he receives $5,000 the first year. One year later, the unitrust
assets are worth $110,000. Donor receives $5,500 for the up-
coming year ($110,000 x 5%). If the unitrust assets are
worth $120,000 at the beginning of the succeeding year,
donor will receive $6,000 for that year ($120,000 x 5%). If
the unitrust assets are worth $115,000 at the beginning of the
next succeeding year, donor receives $5,750 for that year
($115,000 x 5%). And so on each year.

Income tax savings. Donor gets a sizeable income tax
charitable deduction in the year he creates the unitrust. The
deduction is for the value of our institution’s right to receive the
unitrust principal (the remainder) after donor’s life, as determin-
ed by official Treasury tables.® This table shows the charitable
deduction for each $10,000 transferred to a unitrust which pays
donor each year for life 5%°° of the fair market value of the
unitrust’s assets (as valued each year) before the principal goes
to our institution:

?Deductible up to 50% of donor’s adjusted gross income when the unitrust
is funded with money and the beneficiary is a school, church, hospital or
other publicly supported charity. Any “excess” is deductible until ex[mustcd
over tﬁe five following years—up to 50% of each year’s adjusted gross income,

For unitrusts funded with long-term appreciated securities, the contribu-
tion is deductible up to 30% of adjusted gross income—with a five year
carryover for any “excess.” In some cases, the ceiling can be increased to
50% with a five year carryover. If your gift exceeds the 30% ceiling, we
would be pleased to discuss this with you and your advisors,

°°*To qualify for tax benefits, the percent must be at least 5% The higher
the percent is set over 5%, the smaller the charitable gift and the smaller
the charitable deduction,
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Contribution Deduction
for each $10,000 given to trust

Age Male® Female®
40 $2,467 $1,898
45 2,999 : 2,331
50 3,593 2,836
551 4217 3,416
60 4,883 4,086
65 5,550 4,821
70 6,215 " 5,624
75 6,887 6,454
80 7,548 7,270

Providing income for another. Donor’s unitrust can provide
income for another — his wife, parent, child, etc. He can also
have the income paid to him for life and then to a family
member. The contribution deduction is lower for a two life
unitrust since payments are for a longer time than for a one life
plan.

What is your charitable deduction? That depends on (1)
your age (and the age of any other beneficiary), (2) the percent
to be paid, and (3) the amount of money or fair market value of
long-term securities contributed. If you supply this information,
we would like to particularize the tax benefits for you.

The unitrust is an excellent hedge against inflation. The an-
nual amount you receive reflects any increase in the value of the
trust’s assets. It also assures you the stated percent each year if
the unitrust income is less than the stated percent. Capital gains
or principal make up any deficit. If the income exceeds the stated
percent, the excess is added to the unitrust assets and reinvested
for your benefit.

A variation calls for the trustee to pay only the trust’s income
if the actual income is less than the stated percent. Deficiencies in

°Based on annual payments; deduction slightly lower when payments
made more Ere({ucntly. Deduction is lower for females than males because
of their longer life expectancy.
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distributions (i.e., where the unitrust income is less than the
stated percent) can be made up in later years if the trust income
exceeds the stated percent.

How your income is taxed. The amount paid to you, the in-
come beneficiary, retains the character it had in the trust. Each
payment is treated as follows:

First, as ordinary income to the extent of the trust’s ordinary
income for the year (and any undistributed ordinary income
from prior years).

Second, as capital gains to the extent of the trust’s capital
gains for the year (and any undistributed capital gains from
prior years ).

Third, as tax-exempt income to the extent of the trust’s ex-
empt income for the year (and any undistributed exempt in-
come from prior years).

Fourth, as a tax-free distribution of principal.

The trustee will tell you each year exactly how to report your
unitrust payments on your tax return.

Favorable tax treatment for your payments. Part of the in-
come received by donor each year can often be taxed at favorable
capital gains rates or even be tax-free. This can be achieved by a
growth rather than an income oriented investment policy. The in-
come beneficiary receives the stated percent each year even
though the unitrust income is less than the stated percent. Capital
gains or principal are distributed to make up any deficit. The
following examples show the different tax treatment for growth
and income investment policies.

Example 1: Bartlett funds his 5% unitrust with $100,000 and
it earns $5,000 in dividends during the year. The entire
$5,000 he receives is taxed as ordinary income. Assuming no
increase or decrease in value of the unitrust assets, the assets
are worth $100,000 at the beginning of the second year. So
Bartlett is entitled to $5,000 for the second year ($100,000 x
5%).
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Example 2: Instead of investing for income, the trustee in-
vests for growth. During the year, Bartlett’s 5% unitrust ap-
preciates to $105,000, but earns no income. Bartlett is en-
titled to $5,000 for the year so the trustee sells $5,000 worth
of long-term stock. If the stock sold for $5,000 has a $3,000
cost-basis, Bartlett has $2,000 of capital gain income and
$3,000 of tax-free return of principal. Even though capital
gain and principal have been distributed, the trust principal
is still worth $100,000 at the beginning of the second year. So
Bartlett is entitled to $5,000 for the second year.

Had the unitrust appreciated to $111,000 during the year,
the unitrust principal would be $106,000 at the beginning of
the second year (after Bartlett receives his $5,000). Bartlett
would then get $5,300 the second year ($106,000 x 5%).

Examples showing investment policy combining income and
growth.

Example 3: Donor’s unitrust, funded with $100,000, provides
that he is to receive 5% of the value of the unitrust assets
each year. Donor is entitled to $5,000 the first year.

During the year the trust has $3,000 in dividends (ordinary
income) and long-term capital gains of $3,500. Of the $5,000
donor receives for the year, $3,000 is taxed to him at ordinary
income tax rates and $2,000 at long-term gains rates. The
$1,500 of capital gain not paid to donor is added to the other
assets of the unitrust and reinvested for donor’s benefit.

The $1,500 of capital gain added to the principal and any ap-
preciation during the year on assets not sold increase the
beneficiary’s payments for the upcoming year because the
5% is multiplied by the increased value of the principal.

Example 4: Donor’s 5% unitrust is funded with securities
now worth $100,000 but which cost $20,000 a number of
years ago.

The securities are growth securities and earn only $1,000 in
dividends during the year. Donor is entitled to $5,000 for
the year so the trustee sells a block of stock worth $4,000

76




which cost $2,000. Of the $5,000 payment, donor receives

$1,000 taxed at ordinary income rates, $2,000 as long-term

capital gain and $2,000 as a tax-free return of principal.

The next example is more detailed — covering three years —
to give you a fuller idea of a unitrust's workings. The trustee ad-
vises the beneficiary each year of the amount of income and how
to report it propcrly on the tax return.

Example 5:

Year 1. After multiplying the $100,000 fair market value of

the unitrust by 5%, it is determined that the beneficiary is to

receive $5,000 for Year 1.

During the year the trust:
Received: $2.000 in dividends.

Sold: a block of stock (held more than six months) for
$2,000 which had a $1,000 cost-basis.

Received: $1,000 in interest from tax-free municipal

bonds.

The $5,000 the beneficiary receives for the year is taxed as
follows:

1. $2,000 is ordinary income

2. $1,000 is long-term capital gain income

3. $1,000 is tax-free interest

4. $1,000 is nontaxable return of principal
Year 2. After multiplying the $110,000 fair market value of

the unitrust by 5%, it is determined that the beneficiary is to
receive $5,500 for Year 2.

During the year the trust:
Received: $6,000 in dividends.

Sold: A block of stock (held more than six months) for
$10,000 which had a $9,000 cost-basis.

Received: $1,000 in tax-exempt interest.

The entire $5,500 received by the beneficiary is taxed as
ordinary income. :

O |
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Year 3. After multiplying the $115,000 fair market value of
the unitrust by 5%, it is determined that the beneficiary is to
receive $5,750 for Year 3.

During the year the trust:
Received: $2,250 in dividends.
Received: $1,000 interest from tax-free municipal bonds

The $5,750 the beneficiary receives for the year is taxed as
follows:

1. $2750 is ordinary income ($2,250 in dividends re-
ceived by the trust in Year 3 plus $500 of dividends
undistributed in Year 2).

2. $1,000 is long-term capital gain income (undis-
tributed in Year 2).

3. $2,000 is tax-free interest ($1,000 received by the
trust in Year 3 plus $1,000 undistributed in Year 2).

Additional benefits when you fund your unitrust with ap-
preciated securities. There is no capital gains tax on the transfer
of appreciated securities to fund a unitrust. Furthermore, the con-
tribution deduction for a gift of long-term securities is determin-
ed by multiplying the appropriate actuarial factor from the
Treasury table by the securities’ full fair market value — not their
lower cost-basis.

Gains on sales of appreciated securities by a unitrust are not
taxed to the trust; nor is ordinary income. The payments made to
the income beneficiary are taxed as described above.

Unitrusts eliminate or reduce estate taxes and probate costs.
The unitrust is not subject to executor’s fees or other probate
costs in most states. Substantial estate tax savings are also achiev-
ed. When Donor is the only beneficiary (or, in a two life unitrust
is not survived by the second beneficiary), the unitrust is not
taxed to his estate. If there is a survivor beneficiary, only the
value of the survivor’s right to life payments (computed on
donor’s death) is subject to tax in donor’s estate. The charitable
gift — our institution’s right to the unitrust principal on the death
of the survivor — is completely free from estate tax.
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Avoiding gift tax on a two life unitrust. A donor who funds
his unitrust with his own property and provides for income first
to himself and then a survivor, makes a gift to the survivor.
However, proper drafting of the trust agreement can make the
gift to the survivor free of gift tax.

UNITRUSTS CREATED BY WILL

Donor’s Will creates a unitrust which calls for the trust to
pay his wife for life 5% of the fair market value of the trust’s
assets, as valued each year. Then the trust principal becomes the
sole property of our institution. Substantial estate tax savings are
achieved and the wife’s income is actually increased as shown by
this example:

Present conventional plan. Donor and wife are childless.
They want to give their estate to our institution on the death
of the survivor. Donor’s present Will leaves his entire estate
to his wife except for a $30,000 charitable bequest. His wife’s
Will leaves all she possesses, including the full inheritance
from her husband, to our institution. The tax consequences
are:

Husband’s estate (assume first to die)

Adjusted gross estate $600,000
Less:
Marital deduction $300,000
Charitable deduction 30,000
Specific exemption 60,000
Total deductions and exemption $390,000
Taxable estate $210,000
Estate tax (before any credits) $ 53,700

Wife's estate: No tax because her entire estate goes to our
institution.

Alternate plan saving estate taxes and increasing wife’s in-
come. Donor’s Will gives $300,000 (one-half of his adjusted gross
estate) outright to his wife, assuring the maximum marital deduc-
tion. His Will gives $30,000 outright to charity and creates a
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charitable unitrust with the remaining $270,000 with 5% unitrust
payments going to his widow for life. Then the unitrust principal
comes under the complete ownership of our institution. The tax
consequences are:

Husband's estate (assume first to die)

Adjusted gross estate $600,000
Less:
Marital deduction $300,000
Charitable deduction for
outright bequest 30,000

Charitable deduction for unitrust:
$270,000 x .78404 (trust principal
multiplied by factor from Treasury
table; assume wife age 84 at

husband’s death) 211,691

Specific exemption 60,000
Total deductions and exemption $601.691
Taxable estate 0
Estate Tax 0

Wife's estate: No tax because her entire estate goes to our
institution.

More income for wife. Donor’s wife receives the income
from his entire estate (she owns half out-right and is the
beneficiary of the other half in the unitrust) undiminished by
estate taxes. The estate tax charitable deduction generated by
Donor’s charitable gift to our institution (the right to the trust
principal after his wife’s life) completely eliminates the otherwise
$53,700 estate tax. This saving invested at 5%, increases the an-
nual income available to donor’s wife by $2,685. Moreover, on the
death of the survivor, an additional $53,700 goes to our in-
stitution.
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POOLED INCOME FUNDS

MR. GEORGE L. SHEARIN
Shearin and Collins, Attorneys
Dallas, Texas

One can leave money or property, or both, to a religious,
educational or charitable organization after his death or death
of himself and his wife in a way that gives him an immediate
charitable deduction without a loss of income from the property
during his lifetime. Thus, he can get a deduction now for
property which he will practically keep for life.

The basic procedure for achieving this goal is (1) for the
donor to transfer money or property to a trust for delivery to
the charitable organization, and require the trust to pay him
an income for life or for a set period of years (up to 20); or, (2)
for the donor to transfer money or property to a “pooled fund”
established by a college or other qualified public charity, which
gives him a life income and keeps the remainder at his death.
This gives him an immediate charitable deduction for the present
value of the charity’s interest in the property. In order for a
non-pooled-income trust arrangement to work it must be set up
in one of two specific ways.

These two methods are the charitable remainder unitrust
and the charitable remainder annuity trust, which are created
under the guidance of attorneys and trust officers.

At this session, we will consider “pooled income funds,”
which are created by charitable institutions.

Certain “life income” plans were given favorable treatment
under the pre-69 Tax Reform Act rules. The “pooled income
fund” (a new tax term) is the life income plan, subjected to
new specific tax law requirements.

As defined by Internal Revenue Code section 642(c)(5)
and the Regulations, a pooled income fund is a trust maintained
by a public charity made up of contributions of property from
two or more donors, where the contribution of each donor
is commingled with that of every other donor, and where the
donors retain lifetime income interests in themselves or in other
living beneficiaries. Furthermore, the statute prohibits the trust
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from accepting or investing in any tax-exempt securities; pro-
hibits the trust from having a donor or income beneficiary
(other than the public charity to or for the use of which the
remainder interest is contributed) act as trustee; and requires
that an irrevocable remainder interest must be contributed to
the public charity maintaining the trust. In addition, there are
other requirements, which deal primarily with the question of
allocating the value of the property transferred to the pooled
fund between the lifetime interest and the remainder interest;
that is, determining the amount of the allowable charitable
contribution deduction.

Persuaded in the Senate Finance Committee hearings in
1969 that life income agreements had been increasingly relied
upon by public charities as a means of obtaining contributions,
Congress desired to retain the basic pooled income concept or
arrangement for charitable giving and yet achieve its overall
goal of effecting a closer correlation between the amount de-
ducted for tax purposes and the amount ultimately received by
the charity. Thus, amendments to section 642 of the Code were
designed both to prevent certain specific abuses and to save the
charitable deduction.

What are some of the abuses no longer tolerated under the
1969 Tax Reform Act-sanctioned pooled income fund arrange-
ment? In the first place, the method of avoiding income tax
altogether on a lifetime interest, while at the same time receiving
an immediate income tax charitable deduction for the gift of a
remainder interest, previously available from the use of tax-
exempt income investments, was completely eliminated. In addi-
tion, the overstatement of the amount ultimately to be received
by the charity (and a correspondingly greater charitable con-
tribution deduction upon the transfer of property to the pooled
income fund) is now prevented by a valuation of the life-income
interest on the basis of the highest rate of return of the fund for
any of the three taxable years prior to the year for which
deduction is claimed (or at 6% if the fund has not existed for
three years).

With that background summary, we will look at the pooled
income fund of today, recognizing at the very outset that every
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effort should be made to follow the requirements and guidelines
of the Regulations and to comply, as necessary, with Federal
and state securities laws, to avoid any possibility of subjecting
either the fund or its donors to any tax risks. Your counsel must
carry the burden of responsibility in these complex and highly
technical area€, This discussion will major on features of pooled
income funds believed to be of primary interest to you as
development officers and as representatives of sponsoring or-
ganizations.

I. Let us first consider the requirements for a pooled

income fund.

A. Each donor must transfer property to the fund, con-
tributing an irrevocable remainder interest in the
property to a “public charity,” and retaining a life
income interest or creating such a life interest for
ong or more beneficiaries living at the time of the
trapsfer.

1. A contingent remainder will not qualify. The
remainder, interest to the sponsoring charity must
be ifrevocable. Therefore, no power to revoke its
interest or to substitute other charities may be
retained by the donor or granted to others.

2. Not all charities may sponsor qualified pooled
income funds. For pooled income fund purposes,
a public charity is any one of the organizations
described in Code Section 170(b) (1) (A), clauses
(i) through (vi), generally churches, schools,
hospitals, foundations tied to state universities,
goyernment units and certain publicly supported
charities such as Boy Scouts, American Red Cross.
Thus, private foundations cannot sponsor pooled
income funds, and public charities described in
Section 509(a)(2) and (3) are also ineligible.
The governing instrument “may” provide that, if
the organization is not a “public” charity when
the remainder interest is to be transferred, the
amount will be transferred to or for the use of an
organization which is a “public charity.”

83




3. The payments to the non-charitable beneficiaries
must be for life and, accordingly, they must be
individual beneficiaries (rather than corporations
or other organizations).

a.

The income beneficiaries must receive income
for their natural lives (cannot be for a shorter
period) and must all be living at the time of
the gift. When there are two or more such
beneficiaries, their interests can be concurrent
or consecutive or both. Examples: income to
donor for his life, then to his wife (consecu-
tively); income equally to two children (con-
currently), and then to the survivor of them
(consecutively ).

The governing instrument must specify at the
time of transfer the particular person or per-
sons to whom income is payable and the share
of each. The income beneficiaries need not be
specifically named if they are members of a
named class (children, for example) who are
alive and can be ascertained at the time of
transfer of the property to the fund.

The designation of income beneficiaries must
be irrevocable, except that the donor may re-
tain the power by his Will only to revoke the
income interest of any designated individual
beneficiary.

The organization to which the remainder in-
terest is contributed may also be one of the
income beneficiaries, provided that it is paid
currently. Although no income or gift tax
charitable deductions are allowable for such
income payable to the charity, it will general-
ly be excluded from the donor’s income for
income tax purposes.

B. The property transferred by each donor must be
commingled with property transferred by other
donors.
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1. The governing instrument must expressly require
commingling.

2. One organization may maintain more than one
fund, provided that each fund “is not a device to
permit a group of donors to create a fund which
may be subject to their manipulation.”

C. The fund can include only amounts received from
transfers meeting the requirements for transfers to
pooled income funds, but the property in the fund
may be invested jointly with other funds of the
organization, provided adequate records are main-
tained to identify which assets belong to the fund.
At first blush, investing properties of the pooled in-
come fund jointly with other properties, endowment
funds, for example, may seem like a good idea. On
second thought, it may not be, because investment
policies may be incompatible or the other fund
might frequently realize short-term capital gains.
John Dozier and Bill Jarvis will cover this point in
some detail, I am sure, in their workshops on pooled
income fund administration and investment. A trust
institution can act as trustee of a pooled income fund
or as an agent for the charity as trustee. The Regu-
lations provide that a bank which serves as a trus-
tee of more than one pooled income fund may main-
tain a common trust fund for the collective invest-
ment and reinvestment of the assets of several such
funds, maintaining, of course, sufficient accounting
to show the investments of the separate funds par-
ticipating therein.

This arrangement could be of substantial benefit to

organizations which, among other reasons, lack the

expertise to manage their own funds, or do not want
another fund to administer.

In reality, however, a bank is not likely to accept

such an assignment unless the funds™ assets are of

sufficient value to make the set up worthwhile from

a trustee compensation standpoint.
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Greater utility, more flexibility, would be injected
into the picture if a bank could invest pooled income
funds in one or more of its own common trust funds.
It is my understanding that a large bank has already
secured a private letter ruling to this effect, with the
ruling stipulating that the bank’s common trust fund
cannot accept or invest or reinvest in tax exempt
securities and the bank must be trustee of each
pooled income fund which invests in any of its com-
mon trust funds.

Chances appear good that a favorable Revenue Rul-

ing may come down soon on this point. In the mean-

time, any bank desirous of such authority will have
to obtain its own ruling.

(NOTE: Subsequent to this presentation, the Treas-

ury ruled, in Rev. Rul. 74-247, that the investment

of moneys of pooled income funds by a bank, as
trustee of such funds, in the bank’s common trust
fund, will not disqualify the funds under section

642(c)(5) of the Code provided the common trust

fund does not contain or acquire any tax-exempt

securities. )

. The fund cannot contain any tax exempt securities,

and the governing instrument must contain specific

prohibitions against accepting them or investing in
them.

. The fund must be “maintained” by the organization

to which the remainder interest is contributed, and

no donor or beneficiary of an income interest may
be a “trustee.”

1. The point here is that the organization must ex-
ercise control over the fund, either directly (the
charity itself will usually be the trustee), or
indirectly (as by having the power to remove the
trustee and designate a new trustee).

2. A national organization, having local chapters,
branches or auxiliary bodies, may maintain a fund
where the chapters, branches or auxiliary bodies
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(even if separately incorporated) are the re-
cipients of the remainder interests.

3. The governing instrument must specifically pro-
hibit the donor or beneficiary from acting as
trustee. “Trustee” includes one who has, directly
or indirectly, the “general responsibilities” or-
dinarily exercised by a trustee; “ordinarily” the
fund may qualify even if a trustee, officer, direc-
tor or other official of the organization, who par-
ticipates in the maintenance of the fund in his
official capacity, is a donor or beneficiary.

F. The income paid to each income beneficiary must be
determined by the rate of return earned by the fund
for the year.

1. All income must be paid out annually but pay-
ments may be made within 2% months after the
close of the taxable year, or such longer period
as is shown to be reasonable.

2. The governing instrument must provide that the
income interest of any designated beneficiary is
either terminated with the last regular payment
which was made before the death of the bene-
ficiary or be prorated to the date of his death.

3. For these purposes, income is determined under
local law.

G. Upon termination of the income interest, the charity
must sever, carve out, from the fund an amount
equal to the value of the property upon which the
income interest is based.

Fortunately, you don't have to go through a spiel like that
in describing a pooled income fund to a prospective donor.
Otherwise, you may lose him. In this connection, I am reminded
of Eddie Robinson, who produced many top pro players as foot-
ball coach as Grambling College. He was asked why the school
changed to that name. He answered, “Before our cheerleaders
could say: ‘Louisiana Negro Normal and Industrial Institute,
hold that line’, the other team had scored!”

Il. Turning from the requirements of a pooled income fund
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to the matter of allocation of income, each income

beneficiary must be assigned a proportionate share of

the annual income, or a unit of participation, based on
the fair market value of the property on the date of
transfer.

A. His share may be determined by the “unit” plan,
which determines the number of his units of par-
ticipation by dividing the fair market value of the
property transferred by the fair market value of a
unit immediately before the transfer.

Example: a donor transfers $25,000 in securities to

pooled income fund of his alma mater, Pulse Nor-

mal, reserving the income to himself for his life.

Pulse Normal assigns 250 units to the gift ($100/

unit). During the next full taxable year of the fund,

there are 25,000 units outstanding and the fund
earns income (dividends and interest) of $150,000.

Donor receives 250/25,000ths of this income or

$1,500.

B. The regulations permit any other method of allocat-
ing income to units of participation which produces
a result consistent with the unit plan that I have just
mentioned.

C. In addition, the governing instrument may provide
that a unit is entitled to a lesser amount of income,
if the remainder of the income is payable currently
to the charitable recipient of the remainder.

I shall leave discussion of the details of the unit

method, valuation dates, transfers between valua-

tion dates and related problems for the workshop
sessions of Bob Griener and John Deschere.
I1I. Now, consider for a few moments taxation of the pooled
income fund and its donors.

A. A pooled income fund is taxed as a trust.

1. However, unlike other newly created trusts, the
fund receives a federal income tax charitable
deduction for its long-term capital gains. Thus,
the fund can sell the donor’s low basis, perhaps
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low yield, securities and reinvest the full proceeds
undiminished by capital gains tax.

The pooled income fund has a carried over basis
in donated property, and there is a tacking of
holding periods.

3. The fund receives a federal income tax deduction
for its ordinary income payable to the income
beneficiaries (who report and pay tax on that
income). If any of the income payments are
made to the sponsoring charity, the fund also
receives a federal income tax deduction for these
payments.

4. Thus, the only income taxable to the fund for
federal income tax purposes is short-term capital
gain. For this reason funds will generally avoid
short-term transactions to avoid tax on short-term
gains. It is important, then, that the fund deter-
mine the donor’s basis and holding period for
assets transferred to it.

5. The fund is subject to the taxes on private foun-
dations, and to the requirements of Code Section
508(e), to the same extent as annuity trusts and
unitrusts.

6. A pooled income fund is required to file a Form
1041 with a Schedule PF attached. Also, if a
fund should become liable for one of the Chapter
42 excise taxes, it must file a Form 4720. Returns
must be filed by the 15th day of the fourth month
following the close of the taxable year of the
fund.

B. The donors are taxed as beneficiaries of other trusts
except that the grantor trust rules do not apply.

1. No gain or loss is recognized to the extent that
the donor retains, or creates for another, a life
interest. However, if he receives other property
or if the donated property is subject to indebted-
ness, gain or loss may be realized.

2. The ordinary income of the fund (dividends and
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interest) is payable at least annually to the desig-
nated individual income beneficiaries and is fully
taxable to them. Thus, there is no saving of in-
come taxes on ordinary income. In fact, one of
the incentives to pooled income fund gifts is that
the sponsoring charity will often seek to invest
the fund for maximum current ordinary income,
enhancing the donor’s income to meet his living
expenses.

3. The beneficiary includes the income in his tax-
able year during or with which the taxable year
of the fund ends.

IV. The donor is highly interested not only in the rate of
return he can expect from the fund but also the amount
of charitable deduction he is entitled to take on his
tax return.

A.

The amount of the deduction resulting from the
transfer of property to a pooled income fund is the
excess of the fair market value of the property con-
tributed over the present value of the income interest
retained by the donor.

The present value of the income interest depends
both on the age of the donor and the rate of return
earned by the fund.

The rate of return used in valuing the income in-
terest is determined by reference to the highest rate
of return earned by the fund for any of the three
taxable years of the fund preceding the year the
transfer is made. In the event the fund has not been
in existence for three taxable years preceding the
year of transfer, a 6% rate of return must be used.

. The Regulations provide tables whereby the present

value of a single retained income interest to a pooled
income fund can be determined. You have to use
IRS Pub. 723 B where two or more income interests
are retained. All of this will be covered in the work-
shop periods.

If a donor transfers cash to a pooled income fund,
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the amount of his contribution is deductible up to
50% of his adjusted gross income that year. If his
contribution exceeds this limitation, the excess de-
duction may be carried forward for up to 5 years.
If donor transfers long term capital gain property,
his contribution is deductible up to 30% of adjusted
gross income, with a similar 5 year carryover.

V. A transfer to a pooled income fund during the donor’s
life can have gift and estate tax consequences that
should be considered by the donor prior to the transfer.
A. If a transfer to a charitable remainder trust is sub-

ject to the retention by the donor of an income
interest for his life, there are no gift tax conse-
quences to the donor. The only gift he has made is a
charitable gift that qualifies for the gift tax chari-
table deduction. Upon the death of the donor, the
value of the trust assets must be included in his
gross estate; however, the estate receives a charitable
deduction for the full amount. Accordingly, there
are no detrimental estate tax consequences as a
result of the transaction. In fact, it can result in an
increased marital deduction and reduced taxable
estate.

B. If a donor retains a life interest in a charitable
remainder trust not only for himself but also for
another who survives him, the transaction may have
gift tax consequences. The remainder interest that
will pass to the charitable beneficiary has no gift tax
consequences, since it qualifies for the gift tax
charitable deduction. If the income interest is re-
tained for the survivor beneficiary without reserva-
tion, the donor has made a taxable gift. The donor
can avoid gift tax consequences, however, by retain-
ing the power to revoke by Will the survivor bene-
ficiary’s right to receive the income interest upon
the donor’s death. Ordinarily, as a practical matter,
the donor does not exercise his right to revoke the
survivor’s interest.
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Upon the death of the donor, the value of the trust’s
assets must be included in his gross estate. If the
survivor beneficiary has predeceased the donor or
the donor has revoked by his Will the rights of the
survivor beneficiary, the estate will receive a chari-
table deduction for'the full value of the assets that
pass to the charitable beneficiary. Accordingly, the
transaction will have no estate tax consequences.
Should the donor predecease the survivor beneficiary
without revoking the rights of the survivor, the value
of the trust assets must be included in the donor’s
gross estate. However, the estate will be entitled to
charitable deduction only for the value of the re-
mainder interest that will pass to the charitable
beneficiary upon the death of the survivor bene-
ficiary. The balance, representing the value of the
beneficiary’s life interest, will be subject to estate
tax.

C. If a donor transfers property to a charitable re-
mainder trust and provides a life income interest
for another person, he has made two gifts. The
charitable gift has no gift tax consequences, since
it qualifies for the gift tax charitable deduction. The
transfer of a life interest for another person, how-
ever, constitutes a taxable gift. No part of the value
of the trust assets will be included in the donor’s
gross estate upon his death, since he has retained no
interest in the property transferred to the trust.

VI. Many donors may find that the pooled income fund is

a good vehicle for making charitable remainder con-

tributions.

Like a common trust fund administered by a bank or

trust company, the pooled income fund can effect diver-

sification (more so than a charitable remainder trust),
facilitate efficiency in management, and secure a greater
yield on investment at a lower cost. The requirements
for a pooled fund’s governing instrument are relatively
simple. A donor can achieve diversification of invest-
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ment without incurring the capital gain tax that would
result from a sale of appreciated assets and reinvest-
ment of the proceeds, thereby increasing his income
yield without adverse tax consequences. The pooled
fund offers some protection to the income beneficiary
against inflation and can be particularly useful in attract-
ing gifts otherwise considered too small to be handled
economically as separate trust accounts.

Be that as it may, there are some disadvantages of a
pooled income fund. For example, a pooled fund can-
not hold tax-exempt securities; payments therefrom
must be for life (not for a term of years), and the in-
come beneficiary’s average yield may actually be less
than the actual yield on the property contributed by
the donor. In addition, the remainder interest under a
pooled income fund must go to only one organization
(and its affiliate local organizations), a consideration
that may be important if the gift in question involves a
major part of a prospective donor’s estate, rather than
a part of a planned annual charitable giving program.
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MINUTES

Fifteenth Conference on Gift Annuities
Hotel Sheraton-Biltmore, Atlanta, Georgia

Wednesday, May 1, 1974
First Plenary Session

The meeting was called to order at 9:00 a.m. by Chairman
Charles W. Baas.

Invocation was offered by the Reverend John D. Erickson,
Executive Secretary, American Bible Society.

An opening statement was made by Dr. Baas. His remarks
are separately set forth under the heading Word of Welcome. He
reported that 429 persons were registered for the conference,
representing 329 organizations. Sponsoring organizations now
number 846,

The Chairman proposed the following persons constitute the
Resolutions Committee:

Chairman: THE REVEREND DR. ROBERT B. GRONLUND,
Vice President for Development and Public Relations,
University of Tampa

MR. CHARLES L. BURRALL, |r., Actuary

Huggins & Company, Inc.

MR. KENNETH H. EMMERSON, Treasurer,
General Conference of Seventh-day Adventists

MR. WALTER C. KONRATH, Associate Treasurer
American Baptist Foreign Mission Society

DR. CHESTER A. MYROM, Director

Lutheran Church in America Foundation

MR. JOHN H. RUDY, Director of Financial Services,
The Mennonite Foundation, Inc.

DR. CHARLES W. BAAS, Chairman,
Committee on Gift Annuities—Ex Officio

MOTION was made and seconded that the proposed Com-
mittee be approved.
MOTION CARRIED
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Two speakers, instead of one as had been anticipated, were
then introduced to present the topic: “Economic Review and Pro-
jections.” They were Dr. Wendell M. Starke, Vice President and
Secretary-Treasurer of Citizens and Southern Investment
Counseling Inc.; and Dr. Arnold Dill, Funds Management Of-
ficer Citizens & Southern National Bank, Atlanta, Georgia. Dr.
Dill spoke first. Their formal presentations are separately set
forth.

The two speakers, who were young, able and articulate, were
extremely well received. A lively discussion period ensued with
questions of them continuing well into the recess period.

A coffee break recess was declared at 10:20 a.m., to continue
until 10:45 a.m.

The agenda resumed with two persons again presenting the
topic. The over-arching subject was “Annuities-Deferred and
Conventional.”

Mr. Charles L. Burrall, Jr., Actuary, Huggins and Company,
Inc., presented a statement on “Actuarial Basis.” This was fol-
lowed by a talk by Dr. Darold H. Morgan, President, Annuity
Board of Southern Baptist Convention, on “Practical Application.”

Texts of their remarks appear in full elsewhere.

Both presentations were informative and helpful. Questions
and discussion followed.

Luncheon Recess

Noontime having arrived the plenary session was recessed
for luncheon. Because of the large number of registrants and the
limitation of space, luncheon was served in two rooms. Grace was
offered in the Georgian Room by Father William Murphy, S.A.,
Atonement Friars; and in the Empire Suite by the Reverend Dar-
rel D. Stark, Evangelical Free Church of America.

Second Plenary Session

The conference resumed formal session at 1:45 p.m. Two
topics were considered. A paper entitled “State Regulations
Report” was first presented by Dr. Chester A. Myrom, Director,
Lutheran Church in America Foundation. This was followed by
an extensive statement on “Federal Tax Legislation-Current
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Status” by Dr. Roland C. Matthies, Vice President and Counsel,
Wittenberg University.

Texts for both presentations appear elsewhere in this
booklet.

A period of concerned discussion followed. Questions were
asked on the annuity rates proposed by Mr. Burrall, on the in-
terest rate assumption and on state regulations.

Uncertainty and concern was voiced by several speakers
because more and more states seem to be introducing regulations
that affect gift annuity solicitation. One speaker suggested there
be a subcommittee to deal with the matter. Another expressed a
desire for a mandate to the Committee on Gift Annuities from the
Conference.

Responsive to these expressions, a motion was offered (for
which the full text could not subsequently be provided) by Dr.
Maurice Gordon. The substance of the motion, as the secretary
recorded it, was “that the Fifteenth Conference urge the
sovereign states of the USA to examine the regulations on gift an-
nuities now in effect in New York and California, and if regula-
tions are deemed necessary, to not stifle thereby current in-
centives for giving in our present tax structure.”

A number of persons spoke to the motion, agreeing with the
concerns expressed but urging coalitions within the states as the
way to proceed rather than a broad scale, nationwide approach.

When the question was finally put to a vote, the motion was
defeated.

The Chairman said, “This discussion has lifted the issue. It
will be kept under consideration.”

First Workshop Session

At 3:30 p.m. the plenary session was recessed. Registrants
were instructed regarding arrangements for the Workshops on
Gift Annuities. Each name card had a designation upon it, Al, A2,
Bl or B2, indicating the group to which one is assigned at the
outset. At 4:15 p.m. the leaders would change groups, Al to BI,
A2 to B2, the audience remaining in place.

These were the topic assignments and the leadership
persons:
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Traditional Gift Annuities

Al MR. EUGENE L. WILSON, Assistant Treasurer
American Leprosy Missions, Inc.

A2 MISS MARY H. LEYPOLDT, Staff Assistant
American Baptist Foreign Mission Society

Deferred Gift Annuities
Bl MISS AGNES CLAIRE REITHEBUCH, Accounting
Manager

The Society for the Propagation of the Faith
B2 BRIGADIER FRANK MOODY, Director of Deferred Gifts

The Salvation Army

At 5:00 p.m. the workshop sessions adjourned.

At that time an “Optional Session on Canadian Taxation”
took place, led by Dr. Fred J. Douglas, Director of Special Gifts,
The United Church of Canada. The session was well attended
and regarded as helpful. Information on the subject appears
elsewhere in this booklet.

At 6 p.m. the Resolutions Committee met for dinner together
and a “working session” on the resolutions to be presented the
next day.

Optional Sessions in Evening
Opportunity was given all registrants to avail themselves of
two “special interest” sessions. The announced topics for con-
sideration, and the leader for each, were as follows:
A. Charitable Remainder Trusts
MR. CONRAD TEITELL, Partner
Prerau & Teitell
B. Basic Deferred Giving Programs
(Annuity Administration for those just entering the field)
DR. LEONARD W. BUCKLIN, Assistant to the President
Purdue University
Each session was well attended and deemed useful.
Discussion and questions continued well beyond 9:00 p.m.

Thursday, May 2, 1974

Third Plenary Session
The conference reconvened at 8:30 a.m.
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The first matter to be considered was the new rate schedule
proposed through the actuary’s report of the day before.

Dr. Robert B. Gronlund, Chairman of the Resolutions Com-
mittee, presented the following resolution:

BE IT RESOLVED that gift annuity rates based on the 1955

American Annuity Table, female lives; interest at 44%;

50% residuum; expense loading of 5% modified at the up-

per and lower ages and extending to age 85 at 10%, be

adopted by the Fifteenth Conference on Gift Annuities as

the maximum uniform rates.

Opportunity was provided for questions or discussion. There
were a few, mostly for clarification.

The Chairman then asked for a vote on the resolution.

IT WAS ADOPTED.

The time of effectiveness of the new rates is left to each
organization’s discretion. It was pointed out, practical con-
siderations make it unlikely that the full two-lives schedule will
be published before mid-June.

A second resolution was then presented by Dr. Gronlund. It
was this:

BE IT RESOLVED that uniform interest factors recom-

mended by the Committee on Gift Annuities for the calcula-

tion of deferred gift annuity rates as shown in Schedule 14

(page 15)° of the DEFERRED GIFT ANNUITIES manual

dated March 1973 be adopted by the Fifteenth Conference

on Gift Annuities as the standard for computation of defer-
red gift annuity rates.

°Interest Compounded Annually as Follows: 1st 10 years—4 %
2nd 10 years—3%%

3rd 10 years—3 %

After 30 years—2KE%

MOTION was made and seconded that the resolution be
adopted.
MOTION CARRIED.

Following conclusion of these matters, Chairman Baas in-
troduced Mr. George L. Shearin, Partner, Shearin and Collins,
Attorneys at Law, Dallas, Texas, to present the subject “Pooled
Income Funds.” His address is set forth under that heading.
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Second Workshop Session
At 10:20 a.m. the Conference divided itself again into four
workshop groups. The general topic to be considered was Pooled
Life Income Funds.
The specific topic assignments and the leadership persons
were these:
Administration and Investments
Al MR. JOHN M. DOZIER, Vice President and Treasurer
Macalester College
A2 MR. WILLIAM E. JARVIS, Treasurer and Business
Manager,
American Baptist Foreign Mission Society

Calculations and Taxation
Bl MR. ROBERT GREINER, Treasurer

General Board, Church of the Brethren
B2 MR. JOHN DESCHERE, Comptroller

Vassar College

At 11:10 am. the leaders changed groups, continuing the
workshop sessions until 12 Noon.

Final Plenary Session

The fourth and final plenary session got underway at 12:05
p.m.

Chairman Gronlund was called upon to present the report of
the Resolutions Committee, beyond the two already voted upon
during the prior plenary session. They are separately set forth.
Resolutions (I) through (V), and (X) through (XIII) were in-
dividually read and adopted. Resolutions (VI) through (IX)
were presented and adopted as a group.

There being no further business to come before the meeting,
the Conference was declared adjourned at 12:30 p.m.

Benediction was pronounced by the Reverend Alvin C.
Burkholder.

A buffet luncheon concluded the conference. Numerous oral
expressions gave evidence that the Fifteenth Conference had
been well received, useful and successful.

Respectfully submitted,
Chester A. Myrom
Secretary
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REPORT OF THE RESOLUTIONS COMMITTEE

Rate Resolutions

BE IT RESOLVED that gift annuity rates based on the 1955
American Annuity Table, female lives; interest at 4%%; 50%
residuum; expense loading of 5% modified at the upper and
lower ages and extending to age 85 at 10%, be adopted by the
Fifteenth Conference on Gift Annuities as the maximum uniform
rates.

BE IT RESOLVED that uniform interest factors recom-
mended by the Committee on Gift Annuities for the calculation
of deferred gift annuity rates as shown in Schedule 14 (page
15)° of the DEFERRED GIFT ANNUITIES manual dated
March 1973 be adopted by the Fifteenth Conference on Gift An-
nuities as the standard for computation of deferred gift annuity
rates.

°Interest Compounded Annually as Follows: Ist 10 years—4 &
2nd 10 years—3%%

3rd 10 yeﬂrs—3 4

After 30 years—2%%

General Resolutions

I. BE IT RESOLVED that the Fifteenth Conference note
with special interest and genuine satisfaction the informa-
tion set forth in Chairman Baas’ opening statement regard-
ing the record number of sponsors that have been developed
for this conference, now 846, and give recognition that
growth to this extent would not have come about without
the active personal promotion and support of individuals
attending this and prior conferences.

[I. BE IT RESOLVED that the Fifteenth Conference on Gift
Annuities express its deep appreciation to Dr. Arnold Dill,
Economist, Citizens & Southern National Bank, and Mr.
Wendell M. Starke, Vice President and Secretary-Treasurer
of Citizens and Southern Investment Counseling, Inc., for
their informative and authoritative addresses on “Economic
and Investment Review Outlook.”

III. BE IT RESOLVED that the Fifteenth Conference on Gift
Annuities express appreciation to Mr. Charles L. Burrall,
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Jr., Actuary, Huggins & Company, Inc., for his continuing
valuable services to the Committee and for his special
presentation: “Gift Annuities—Conventional and Deferred:
Actuarial Basis.”

IV. BE IT RESOLVED that the Fifteenth Conference on Gift
Annuities express special appreciation to those other persons
who made plenary session presentations on matters of con-
tinuing or emergent concern; name]y:

Dr. Darold H. Morgan, President
Annuity Board of the Southern Baptist Convention:
“Gift Annuities—Conventional and Deferred: Prac-
tical Application™;

Dr. Chester A. Myrom, Director
Lutheran Church in America Foundation:
“State Regulations Report”;

Dr. Roland C. Matthies, Vice President and Counsel
Wittenberg University
“Federal Tax Legislation—Current Status”;

Mr. George L. Shearin, Partner
Shearin and Collins:
“Pooled Income Funds.”

V. BE IT RESOLVED that the Fifteenth Conference on Gift
Annuities express gratitude to the several persons who gave
so generously and well of their knowledge and expertise
as workshop and optional session leaders during the course
of this Conference; namely the following:

Mr. Eugene L. Wilson, Assistant Treasurer
American Leprosy Missions, Inc.

Miss Mary H. Leypoldt, Staff Assistant
American Baptist Foreign Mission Society

Brigadier Frank Moody, Director of Deferred Gifts
The Salvation Army

Miss Agnes Claire Reithebuch, Accounting Manager
The Society for the Propagation of the Faith

Dr. Fred ]J. Douglas, Director of Special Gifts
The United Church of Canada
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Mr. Conrad Teitell, Partner
Prerau & Teitell

Dr. Leonard W. Bucklin, Assistant to the President
Purdue University ‘

Mr. John M. Dozier, Vice President and Treasurer
Macalester College

Mr. William E. Jarvis, Treasurer and Business Manager
American Baptist Foreign Mission Society

Mr. Robert Greiner, Treasurer
General Board, Church of the Brethren

Mr. John Deschere, Comptroller
Vassar College

BE IT RESOLVED that the Fifteenth 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 discussing, promoting or advertising gift annuity
agreements such terminology as “bonds,” “interest,”
“investment,” “principal,” which apply to other forms
of financial transactions, be carefully avoided.

VII. BE IT RESOLVED that the Fifteenth Conference on Gift

VIIL

Annuities recommend that organizations issuing gift an-
nuity agreements maintain the funds related to their gift
annuity program as “segregated funds” to make certain
that all required annuity payments can be made.

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

XI.

XII.

XIIL

BE IT RESOLVED that the Fifteenth Conference on
Gift Annuities urge and encourage all organizations issuing
gift annuity agreements to adopt the Uniform Gift Annuity
Rates as maximum rates.
BE IT RESOLVED that the Fifteenth Conference on Gift
Annuities send greetings to Dr. Gilbert Darlington. Honor-
ary Chairman: to Mr. Forrest Smith, Honorary Treasurer;
and to Colonel G. Blair Abrams, Dr. J. Homer Magee and
Dr. R. Alton Reed, Honorary Members, remembering their
pertinent observations and wise counsel based on many
years in the gift annuity field.
BE IT RESOLVED that the Fifteenth Conference on Gift
Annuities express its appreciation for the special helpful-
ness extended to this group in connection with arrange-
ments for it, most notably by Miss Edith Soffel, secretary
to Dr. Baas; also by Ruth Harbour, Mary Boyette, and
Helen Hindman, from the Atlanta Convention and Visitors
Bureau; Petra Fakos and Joy Thomson of the American
Bible Society, Mrs. Frank Moody of New York; and by
the staff and management of the Sheraton-Biltmore Hotel.
BE IT RESOLVED that the Fifteenth Conference on Gift
Annuities express its warm thanks and hearty commenda-
tion to Mr. William E. Jarvis and Brigadier Frank Moody
for their leadership in arranging the program and facilities
for this Conference.
BE IT RESOLVED that the Fifteenth Conference on Gift
Annuities express to Dr. Charles W. Baas, Chairman, to
the other officers, and to the members of the Committee
on Gift Annuities its appreciation for this splendid con-
ference and for their many services since the last con-
ference.

Robert B. Gronlund, Chairman

Chester A. Myrom, Secretary

Charles L. Burrall, Jr.

Kenneth H. Emmerson

Walter C. Konrath

John H. Rudy

Charles W. Baas, ex officio
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REPRESENTATIVES TO THE
FIFTEENTH CONFERENCE

ORGANIZATION

Abbott-Northwestern Hospital, Inc.
Minneapolis, Minnesota
Abilene Christian College
Abilene, Texas
Africa Inland Mission
Clermont, Florida
Albion College
Albion, Michigan
American Baptist Churches in USA
Fountain Valley, California
American Baptist Churches in the USA
Valley Forge, Pennsylvania
Board of Education
Foreign Mission Society

National Ministries
American Bible Society
New York, New York

American Cancer Society, Inc.
New York, New York
American Cancer Society
Pennsylvania Division, Inc.
Harﬁs{)urg, Pennsylvania
American Friends Service Committee
Philadelphia, Pennsylvania
American Leprosy Missions, Inc,
New York, New York
American Lung Association of North
Central Indiana
South Bend, Indiana
American Sunday-School Union
Villanova, Pennsylvania
American Tract Society
Oradell, New Jersey
Anderson College
Anderson, In?liana
Aquinas College
Grand Rapigs, Michigan
Asbury Theological Seminary
Wilmore, Kentucky
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REPRESENTED BY

Mr, Kenneth E. Morgan
Mr, James McDiarmid
Mr, William B.- Decker
Mr. J. C. McCurdy

Mr, Frank E. Manning

Mr. Dean S. Dooley

The Rev. William R. Bowman

Mr. Lester C. Garner
Mr., William Jarvis

Mr, Walter C. Konrath
Miss Mary H. Leypoldt
Mr. Austin B, Windle
Miss Joan C. Jewett
Dr. Charles W. Baas
Dr, J. Milton Bell

Dr. John D. Erickson
Mr, Thomas S. Johnson
Mr, Walter Mortensen

Mr. Raymond F, Rodgers

Mr, Arthur C. Ritz
Mr, Eugene L. Wilson
Mr. James E. Pender

Mr. E. William Brook
Miss Hope Lichtman
Mr. Paul E. Sago

Mr. Daniel H. Pilon
Mr, William F. Brunk
Mr. Robert G. Mayfield

Mr. William E. Savage
Mr. William Wesner




ORGANIZATION
Ashland College Theological Seminary
Ashland, Ohio
Assemblies of God
Springl‘icid. Missouri
Augustana College
Rock Island, Illinois
Aurora College
Aurora, llinois
Baker University
Baldwin City, Kansas
Baptist Foundation of Texas
Dallas, Texas
Baptist General Conference Foundation
Evanston, Illinois
Baptist Hospital Fund, Inc.
St. Paul, Minnesota
Baylor College of Medicine
Houston, Texas
Benedictine College
Atchison, Kansas
Berea College
Berea, Kentucky
Bethel College
Mishawaka, Indiana
Bethel College & Seminary
St. Paul, Minnesota

Bethesda Lutheran Home
Watertown, Wisconsin

Bible Literature International
Columbus, Ohio

Biola College, Inc.

La Mirada, California
Bluffton College

Bluffton, Ohio
Brandeis University

Waltham, Massachusetts
Brethren in Christ Church

Upland, Calif,

Nappanee, Indiana
Bryn Mawr College

Bryn Mawr, Pennsylvania
Campbell College

Buies Creek, North Carolina
Calvary Christian School

Southern Pines, North Carolina
Carleton College

Northfield, Minnesota
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REPRESENTED BY
Mr. Joseph R. Shultz
Mr. Don Shelton
Mr, William Graham
Mr. Roger K. Parolini
Mr, James Chubb
Mr, Tal Roberts
Mr, Charles W. Ferguson
Mr, Gordon E. Smith
Mr, James L. Copeland
Mr. Alfus O. Johnson
Father Alcuin Hemmen, O.5.B.
Mrs. Bernard Davis
Mr. Ray Ramseyer
Mr. Howard D. Brenneman
Mr, C. C. Hainlen
Mr. H. W. Howard
Mr. Albert Keim
The Rev. Kenneth M. Lindsay
Mr. William A. Riegelman
The Reverend L. D. Hepworth
Mrs, Flora Osborne
The Reverend Wayne G. Root
Mr, C. L. True
Mr. Med Huffman
Mr. George A. Kessler
The Reverend Alvin C,
Burkholder

Mr. Henry N. Hostetter
Mr. Paul W. Klug

Mr, Wayne F. Murphy
The Reverend Kent Kelly

Mr. Robert L. Baker




ORGANIZATION
Carnegie-Mellon University
Pittsburgh, Pennsylvania
Child Evangelism Fellowship
Crand Rapids, Michigan
Christ Church of Washington
Washington, D.C.
Christ In Youth, Inc.
Tulsa, Oklahoma
Christian Civic Foundation, Inc.
St. Louis, Missouri
Christian League for the Handicapped
Walworth, Wisconsin
Christian Record Braille Foundation, Inc.
Lincoln, Nebraska
Christian Reformed Board of Foreign
Missions
Grand Rapids, Michigan
Christian Reformed Board of
Missions
Grand Rapids, Michigan
Christian School Educational Foundation
Grand Rapids, Michigan
Church Life Insurance Corporation
New York, New York

Home

Church of the Brethren General Board
Elgin, Illinois
Church of the Christian Crusade
Tulsa, Oklahoma
Church of God, Board of Church Ex-
tension
Anderson, Indiana
Church of the Nazarene
Kansas City, Missouri
Clemson University
Clemson, South Carolina
Coe College
Cedar Rapids, Iowa
Colgate Rochester Divinity School
Rochester, New York
Concordia College
Moorhead, Minnesota
Conservative Baptist Theological
Semina
Englewood, Colorado
Creighton University
Omaha, Nebraska
Cullman College
Cullman, Alabama
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REPRESENTED BY

Mr. Alvin P. Brannick
Mr. John Huseby

Mrs. Wood Levenberg

Mr. Dave L. Dunson

Mr. C. R. Horne

Mr, Charles E. Pedersen
Mr. D. C. Duffield

Mr. Sidney De Young

Mr. Gerard |. Borst

Mr. Gerald Knol

Mr. Leon M. Levonian
Dr. Robert A. Robinson
Mr. Samuel L. Tucker
Mr. Robert Greiner

Mr, Stewart B. Kauffman
Mr. Roger Cox

Mr. Forest F, Carlson
Mr, D. R. Troutman

The Reverend Robert W. Crew

Mr, Horace D. Harby

Mr. Jack Laugen

Mr. J. Donald Fewster
Mr. Theodore Keaton

Mr. Daniel P. Price

Mr. Charles D, Peters

Mr. G. M. Moffett

Mr. Lowell L. Sammons




ORGANIZATION
Culver-Stockton College
Canton, Missouri
Dallas Bible College
Dallas, Texas
Dallas Christian College
Dallas, Texas
Davidson College
Davidson, North Carolina
Defiance College
Defiance, Ohio
Divine Word Missionaries
Techny, Illinois
Earlham College
Richmond, Indiana
Eastern Baptist Theological Seminary
Philadelphia, Pennsylvania
Eastern Mennonite College
Harrisonburg, Virginia
Ebenezer Society
Minneapolis, Minnesota
Eliada Homes, Ine.
Asheville, North Carolina
Elmhurst College
Elmhurst, Ilinois
Elon College
Elon Coﬁege, North Carolina
Evangelical Covenant Church, Board of
Benevolence
Chicago, Ilinois
Evangelical Free Church of America
Minneapolis, Minnesota
Faith for Today
Newbury Park, California
Fathers of St. Edmund Southern
Missions, Inc.
Selma, Alabama
Fellowship of Reconciliation
Fairlawn, New Jersey
Findlay College
Findlay, Ohio
Florida Sheriffs Boys Ranch
Boys Ranch, Florida
Foundation for Christian Living
Pawling, New York
Franklin & Marshall College
Lancaster, Pennsylvania
Friars of Atonement
Garrison, New York
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REPRESENTED BY
Dr. Paul C. Carpenter

Mr. Millard N. Demy

Mr. Bernie Ayers

Dr. Julius Melton

Mr. Raymond Derricotte

Mr, Richard W, Wohn

The Reverend George Bergin,
SVD

Mr. G. Holger Hansen

Dr. Paul E. Almquist

The Reverend Samuel Z. Strong
Mr. Merlin B. Hovden

Mr. Arch Cameron

Mr. Russell G. Weigand

Mr. Robert C. Baxter

Mr. John C. Eller

The Reverend Darrel D. Stark
Mr, William R. Lawson

Mrs, Bernice Strickland

Mr. John Horn
Mr. Robert E. Crosby

Mr. Ralph E. Sykes

Mr., Harry K. Weaver
Mr. Edwin D. Ganong
Col, Oliver E. Porter
Mr. William H. Dudley

The Reverend Thos. Condon
The Reverend Simeon Heine
The Reverend William Murphy




ORGANIZATION REPRESENTED BY

Friends Bible College Mr. Don Worden
Haviland, Kansas

Friends United Meeting Mr, David O, Stanfield
Richmond, Indiana

Friends University Mr. Stanley D. Brown
Wichita, Kansas

Fuller Theological Seminary Mr, Kirby J. Taylor
Pasadena, California

Furman University Mr. W. S, Liming
Greenville, South Carolina

Galesburg Cottage Hospital Mr. David D. Fleming
Galesburg, Illinois

Geneva College Mr. Charles N. O'Data
Beaver Falls, Pennsylvania

Georgetown College Mr, Russell E. Bridges
Georgetown, Kentuck

Georgia Baptist Foundation, Inc. Mr. Charles C. Duncan
Atlanta, Georgia

Glenmary Home Missioners Mr, Carl Boehler
Cincinnati, Ohio

Gonser, Gerber, Tinker, Stuhr Mr. Jay T. Gerber
Chicago, Illinois

Gonzaga University The Reverend ]. F. Gubbins,
Spokane, Washington S.]!l‘

Good Shepherd Home & Rehabilitation The Rev. Dr. Conrad W. Raker

Hospital

Allentown, Pennsylvania

Gospel Missionary Union Mr. Leonard Reimer
Smithville, Missouri

Grace Bible Institute Mr. Vernon Buller
Omaha, Nebraska

Grace College & Grace Seminary Mr. Leslie D. Nutter
Winona Lake, Indiana

Grace Mission, Inc. Mr. Daniel C. Bultema
Grand Rapids, Michigan Mr. Ellsworth James

Billy Graham Evangelistic Assoc. Mr. Bertram Greener
Minneapolis, Minnesota Mr. Sidney A. Rasanen

Greater Atlanta Christian School Mr. Roger MacKenzie
Norcross, Georgia

Kenneth E. Hagin Evangelistic Assn, Mr. F. Clift Richards

Inc.

Tulsa, Oklahoma

Hardin-Simmons University Dr. Clyde ]. Childers
Abilene, Texas

Heidelberg College Mr. C. Kent Chidester
Tiffin, Ohio

Holy Land Mission Mrs, Jeanette Root
Kansas City, Missouri

Hope College Mr. Kurt Van Genderen

Holland, Michigan
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ORGANIZATION
Houghton College
Houghton, New York
Huggins & Company, Inc,
Philadelphia, Pennsylvania
Huntington College
Huntington, Ingiauu
Mlinois South Conference
Highland, Illinois
Indiana Central College
Indianapolis, Indiana
Institute of Logopedics
Wichita, Kansas
International Students, Ine,
Colorado Springs, Colorado
Inter-Varsity Christian Fellowship
Madison, Wisconsin
Israel Histadrut Foundation, Inc.
New York, New York
Thomas Jefferson University
Philadelphia, Pennsylvania
Jesuit Mission Bureau
§t. Louis, Missouri
William Jewell College
Liberty, Missouri
Jewish National Fund
New York, New York
Judson College
Elgin, Illinois
Juniata College
Huntingdon, Pennsylvania
Kennedy Sinclaire, Inc.
Wayne, New Jersey

Kentucky Baptist Board of Child Care

Middletown, Kentucky
Kentucky Baptist Foundation

Middletown, Kentucky
King College

Bristol, Tennessee
King's Garden, Inc,

Seattle, Washington
Koinonia Foundation

Baltimore, Maryland
La Grange College

La Grange, Georgia
Lake Erie College

Painesville, Ohio
Lambuth College

Jackson, Tennessee
LaVerne College

LaVerne, California
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REPRESENTED BY
Mr, Ralph C. Young

Mr. Charles L. Burrall, Jr.
Mrs. Mary H. Hults

Mr. Edgar E, Moyer

Mr. Raymond Waldfogel
Mr, Arthur Wink

Mr, Dan J. Nicoson

Mr. R. Gordon Yoder

Mr, William K. Viekman
Mr, Jim Govier

Miss Yvonne Vinkemulder
Mr. H. M. Lipsius

Mr. George V. King
Father Ronald Zinkle, S.].
Mr. J. Fred Presley

Dr. Aron Weinberger

Mr. H. David Root

Mz, Joseph R. Good

Mr. Floyd A. Roller

Mr. Raymond L. Killeen
Mrs, Sylvia Oleksak

The Reverend Thomas
Moore

Mr. Grady L. Randolph
Mr, Powell A. Fraser

Mr. Larry Hitner

Mr. Clayton Booth

Mr., Robert A, Adriance
Mr. James M. Henderson, Sr.
Mr, Sidney L. Hall

Mr, William H. Nace

Dr. Kurtis Friend Naylor

A.




ORGANIZATION REPRESENTED BY

Lenoir Rhyne College Mr. Jeff Norris
Hickory, North Carolina

Lexington Theological Seminary Mr. Lee C. Pierce
Lexington, Kentucky

Loma Linda University Mr. Richard A. James

( Foundation Trust Department) Mr. W. I. Unterseher

Loma Linda, California

Louisiana Baptist Foundation Mr. Herschel C. Pettus

Alexandria, Louisiana
Lutheran Church in America Foundation ~ Mr. Earl R. Henry

New York, New York Mr. George F. Innes
Dr. Chester A. Myrom
Lutheran Church-Missouri Synod, Mr. Errol Buckner
Southern District Mr. L. R. Delafosse
Elton, Louisiana Mr. John Moss
Macalester College Mr. John M. Dozier
St. Paul, Minnescta
MacMurray College Mr. Kenneth E. Merwin
Jacksonville, Illinois
Manchester College Mr. Rufus B, King
North Manchester, Indiana
Marion College Mr. William L. Economan
Marion, Indiana
Maryville College Mr. Raymond L Brahams, Jr.
Maryville, Tennessee
Medical College of Georgia Mr, James C. Austin

Augusta, Georgia
Memorial Sloan Kettering Cancer Center Dr, Edwin E. Steward
New York, New York

Mennonite Board of Missions Mr. David C. Leatherman
Elkhart, Indiana

Mennonite Foundation Mr, Luke R. Bomberger
Goshen, Indiana Mr. John H. Rudy

General Conference Mennonite Church Mr, Wm. L. Friesen
Newton, Kansas

Meredith College Mr. Paul E. Holcomb
Raleigh, North Carolina

Messiah College Mr. Avery A. Heisey
Grantham, Pennsylvania

Messiah Home The Reverend ]. N. Hostetter
Harrisburg, Pennsylvania

Mid-America Nazarene College Dr. John Stockton
Olathe, Kansas

Midland Lutheran College Mr. Elmer B, Sasse
Fremont, Nebraska

Millikin University Mr. Wayne W. Krows

Decatur, Illinois
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ORGANIZATION

Missionary Church, Inc.
Ft. Wayne, Indiana

Mississippi College
Clinton, Mississippi
Missouri Baptist Foundation
Jefferson City, Missouri
Missouri United Methodist Foundation
Inc.
St. Louis, Missouri
Monmouth Medical Center
Long Branch, New Jersey
Montana State University
Bozeman, Montana
Moody Bible Institute
Chicago, Illinois
Jess Moody Evangelistic Association, Inc,
West Palm Beach, Florida
Moral Re-Armament, Inc.
New York, New York
Mubhlenberg, College
Allentown, Pennsylvania
John Muir Memoriai Hospital
Walnut Creek, California
Muskingum College
New Concord, Ohio
National  Association
Christian Churches
0ak Creek, Wisconsin
National Benevolent Association
St. Louis, Missouri
National Insurance Marketing & Manage-
ment Compan
Malvern, Pennsylvania
National Methodist Foundation
Nashville, Tennessee
Navajo Missions, Inc.
Farmington, New Mexico
New York University
New York, New York
Newberry College
Newberry, South Carolina
Newkirk Associates Inc.
Indianapolis, Indiana
North American Baptist General Con-
ference
Forest Park, Illinois
North Carolina Baptist Foundation, Inc.
Raleigh, North Carolina

Congregational
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REPRESENTED BY
The Reverend Tillman Habeg-

ger
The Reverend Willard P.
Hedberg

Mr. Shelton Hand

Mrs, Carol Loesch

Miss Lou Nell Willis
Mr. ]. Clinton Hawkins
Mr, Robert K. Jenkins
Mr. Joe May

Mr. Tom Nopper

Mr. Marvin B. McLean
Mr. Richard Sackett
Mr. C. Tom Stewart
Mr. Erik H. Petersen
Mr. George A. Vondermuhll, r.
Mr, George F. Eichorn
Mr. Charles P. Cushman
Dr. Paul Morris

Dr. John H. Alexander
Mr. Ray Heckendorn
Mr, Ted Keckler

Mr., Robert S. Richard
Mr. Maurice E. Gordon
M. Jerry Hales

Mr, Peter ]. Gallagher
Mr. William L. Canine
Mr. Andre R. Donikian

Mr, John Druhan
Mr, Everett A. Barker

Mr. Edwin §S. Coates




ORGANIZATION

North Park College
Chicago, Illinois
Northfield Mount Hermon School
Northfield, Massachusetts
Northwest Baptist Home Society
Minneapolis, Minnesota
Northwestern University
Evanston, Illinois
OMS International, Inc.
Greenwood, Indiana
Oberlin College
Oberlin, Ohio
Ohio Northern University
Ada, Ohio

Oklahoma United Methodist Foundation

Ine.
Oklahoma City, Oklahoma
Open Bible Center
Rockford, Illinois

Open Bible Standard Churches, Inc.

Des Moines, Iowa
Osborn Foundation
Tulsa, Oklahoma
Otterbein College
Westerville, Ohio
Otterbein Home
Lebanon, Ohio
Ouachita Baptist University
Arkadelphia, Arkansas
Overseas Crusades, Inc.
Palo Alto, California
Ozark Bible College
Joplin, Missouri
Philadelphia College of Bible
Philadelphia, Pennsylvania
W. M. Pierson
Cherry Hill, New Jersey
Pomona College
Claremont, California
Prerau & Teitell
New York, New York
Presbyterian Church of the U.S.,
Board of Annuities & Relief
Atlanta, Georgia
Presbyterian Home for Children
Farmington, Missouri

Presbyterian-University of Pennsylvania

Medical Center
Philadelphia, Pennsylvania

REPRESENTED BY

Mr. L. Jerome Johnson
Mr. LeRoy M. Johnson
Mr. Crawford L. Gilligan

M

—_—

r. Jack D. Higgins
Mr. William Z. Cline
Mr. William E. Bloomer
Mr. Robert D. Jenkins
Mr, Norman K. Quick

Dr. W. T. McBride

The Reverend Calvin B. Loper
Mr. O. Ralph Isbill

Mr. Jurgen Rittker

Mr, Norman L. Smith
Mr. Chester R. Turner
Mr. Elwyn M, Williams
Mr. Robert M. Schurman
Dr. Ben M. Elrod

Mr. David H. Hanush
Mr. Donald Brister

Mr. E. Dale Storms

Mr, William J. A. Baird
Mr. W. M. Pierson

Mr, John Hartke

Mr. Conrad Teitell

Mr. Horace H. Guerrant

Mr. Herman M. Gross

Mr. Francis J. McGovern




ORGANIZATION
Purdue University
West Lafayette, Indiana
Regions Beyond Missionary Union
Phﬂadelp{m, Pennsylvania
Bill Rice Ranch
Murfreesboro, Tennessee
Oral Roberts Association
Tulsa, Oklahoma

Rockhurst College
Kansas City, Missouri
John R. Rogers Company
Carmel, Indiana

Rural Bible Mission, Inc.
Kalamazoo, Michigan

St. Francis Boys’ Homes
Salina, Kansas

St. Joseph’s Hospital
Tucson, Arizona

St. Lawrence Seminary
Mt. Calvary, Wisconsin

St. Louis University
St. Louis, Missouri
Agnes Scott College
Decatur, Georgia
Seventh-day Adventists:
Alabama-Mississippi Conf.
Meridian, Mississippi
Atlantic Union Conference
S. Lancaster, Massachusetts
Columbia Union Conference Ass'n.
Washington, D.C.
Florida Conference Association
Orlando, Florida
General Conference
Washington, D.C.

Georgia-Cumberland Conference
Decatur, Georgia

Kentucky-Tennessee Conference Ass'n.

Madison, Tennessee
Lake Union Conference
Berrien Springs, Michigan

North Pacific Union Conference Ass'n.

Portland, Oregon
Oklahoma Conference Corporation
Oklahoma City, Oklahoma
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REPRESENTED BY
Dr. Leonard W, Bucklin
Mr. Dale Leathead
Mr. Kendal |. Taylor
Mr. Howard Dessinger
Mr. Lahman Jones
Mr, Dan Riley
Mr, Maurice M. McNellis
Mr. John R. Rogers
Mr. Jack Rood
Mr, Kenneth Yates
Mr. John C. Shimer
Brother Paul Courchaine
ofm.Cap.
The Rev. Kenan Siegel
ofm.Cap.
Mr, Raymond E. Fenwick

Mrs. Janet Pirkle

Mr. K. M. Matthews
Mr. Ben Trout

Mr. Alva R. Appel
Mr, A, E. Randall
Mr. C. Richard French

Dr. K. H. Emmerson
Mr. |. C. Kozel

Mr. A. C. McKee

Mr. R. E. Osborn

Mr. H. V. Hendershot

N

r. Allen J. Iseminger
Mr. H. Reese Jenkins
Mr. A, L. Brown

Mr. Wayne L. Massengill
Mr. Jim Evans




ORGANIZATION

Pacific Union Association
Glendale, California
South Central Conference
Nashville, Tennessee
Southern Union Conference
Decatur, Georgia
Southwestern Union Conference
Richardson, Texas
The Carolina Conference Association
Charlotte, North Carolina
Seventh Day Adventist Church in
Canada
Ontario, Canada
Robert F. Sharpe & Co., Inc.
Memphis, Tennessee
Shearin & Collins
Dallas, Texas
Sister Kenny Institute
Minneapolis, Minnesota
Smith College
Northampton, Massachusetts
Smith-Stratton, Wise & Heher
Princeton, New [ersey
Southern Baptist Convention, Annuity
Board
Dallas, Texas
Southern Baptist Foundation
Nashville, Tennessee
Southern Missionary College
Collegedale, California
Southern Publishing Ass’n. of Seventh-
Day Adventists
Nashville, Tennessee
Southern Seminary Foundation
Louisville, Kentuck
Southwest Baptist College
Bolivar, Missouri

Spelman College
Atlanta, Georgia
Spring Arbor College
Spring Arbor, Michigan
Spring Hill College
Mobile, Alabama
Stewards Foundation
Wheaton, Illinois
Sudan Interior Mission
Cedar Grove, New Jersey
Tabor College
Hillsboro, Kansas
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Mr,

Mr,
Mr.

Mr,

REPRESENTED BY
W. L. Hesseltine

. L. ]. Johnson
. H. F. Roll

. V. L. Roberts
. A. ]. Skender

. A, B. Wilcox
. P. W. Manuel

Robert F. Sharpe
George L. Shearin
Richard L. Goodson

Miss Jane Stuber

Mr.

Mr.

Todd Johnston

B. J. Chenault

Mrs. Bernelle Harrison

Mr,

Darold H. Morgan

Mrs. E. W. Bess, Jr.

Mr.

Mr.

Mr,
Mr.
Mr,

Mr,
Mr,

Mr,
Mr.
Mr.
Mr.
Mr.

. Dwight Wallack
. Max W. Shoup

Paul G. Kirkland

Robert Edwards
Frank Myers

James A. York
Robert Flanigan, Jr.

Chuck Webb
Charles Reeder

Dennis Bentz

Robert W. Mojonnier
David E. Atkinson
Mehl

Allen R. Grunau




ORGANIZATION
Taylor University
Upland, Indiana
Teen Challenge, Inc., Birmingham
Birmingham, Alabama
The American Lutheran Church
Minneapolis, Minnesota

The Back to God Hour
Chicago, Illinois
The Baptist Foundation of Alabama
Montgomery, Alabama
The Baptist Foundation of Oklahoma
Oklahoma City, Oklahoma
The Brethren Home Missions Council,
Inc.
Winona Lake, Indiana
The Brethren’s Home
Greenville, Ohio
The Christian Church
Christ)
Indianapolis, Indiana

(Disciples of

The Christian and Missionary Alliance
New York, New York

The Clarke School for the Deaf
Northampton, Massachusetts

The College of Idaho
Caldwell, Idaho

The Episcopal Church Foundation
New York, New York

The Evangelical Alliance Mission
Wheaton, Illinois

The First Church of Christ, Scientist
Boston, Massachusetts

The Free Methodist Church of North
America
Winona Lake, Indiana
The Good News Broadcasting Associa-
tion, Inc.
( Back to the Bible Broadcast)
Lincoln, Nebraska
The Gospel Crusade Inc.
Bradenton, Florida
The Healthaven Corp.
Akron, Ohio
The Iversen-Norman Associates
New York, New York
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REPRESENTED BY
Mr. Robert L. Stoops

Mr. Dan Delcamp

Mr, James G. Fil:.llds

Mr, L. Reuben Lerud
Mr, Harold C. Myhre
Mr, Herbert A. Schwarze
Mr. Donald Dykstra

Dr., Vernon Yearby
Mr. W. G. Kersh
Mr. David R. Grant

Mr, Ira Oren

Mr. Herbert C. Barnard

Mr. James Brandt

Mr, James R. Reed

Mr, William Martin Smith
The Reverend Bernard S. King
Mr. Milton H. Quigg

Mr. Jack A, Richardson

Mr. Fred D. Knittle

Mr. Erwin H. Schwiebert
Mr, Van S. Bowen

Mr. Dick H. Francisco
Miss Phyllis Cmnlpbell

Mr. Robert |. Golder

Mr. John Larson

Mr. Michael A. West

The Rev, Lloyd E. Ehmcke
Mr. Howard Fear

Mr, A. F, Schrader

Mr, T. S. Shields
The Reverend Glenn L. Tennell

Mr. Clyde A, Norman




ORGANIZATION

The King’s College

Briareliff Manor, New York
The Lindenwood Colleges

St. Charles, Missouri
The Medical College of Wisconsin

Milwaukee, Wisconsin
The Mission Board

( Diocese of Harrisburg)

Harrisburg, Pennsylvania
The Navigators

Colorago Springs, Colorado
The Pocket Testament League

Englewood, New Jersey

The Presbyterian Foundation, Inc.
(U.S.)
Charlotte, North Carolina
The Redemptorist Foundation
Glenview, Illinois
The Salvation Army
Atlanta, Georgia
The Salvation Army
New York, New York

The Society for the Propagation of the
Faith
New York, New York
The Sword of the Lord Foundation
Murfreesboro, Tennessee
The Texas Methodist Foundation
Austin, Texas
The Texas Presbyterian Foundation
Dallas, Texas
The United Church of Canada
Toronto, Ontario, Canada
The United Methodist Church
Nashville, Tennessee
The Voice of Prophesy
Glendale, California
The Wesleyan Church
Marion, Indiana
The World Radio Missionary Fellowship,
Ine,
Opa Locka, Florida
Transylvania University
Lexington, Kentucky
Tulane University-Office of University
Development
New Orleans, Louisana
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REPRESENTED BY
Mr. Leonard Wood

Mr. Fred Fisher
Mr, Thomas W. Smith
Mrs. Kathy Andersen

The Reverend Msgr. Lawrence
R. Overbaugh

Mr. James D. Trumble

Mr, Ernest C. Lubkemann

Mr. Frank A. Nagle

Dr, David G. Stone

The Reverend Charles C.
Cowsert, D.D.

Mrs. J. Beaty Smith

Father Wm. Bolin

Mr. D. Biggs

Mr. Lindsay Evans

Brigadier Frank Moody

Mr. Russell Prince

Mrs. Cecilia M. Stubben
Miss Agnes Claire Reithebuch

Mr. Alvin Byers

Mr. Dale Samford

The Reverend Donald E. Red-
mond

Mr. Tom Brown

Mr, Jack P. Spillman

Mr. W. R. Davis

Dr. Fred ]. Douglas

Mr. Dwight E. Newberg

Mr. Daniel R, Guild
Mr, Charles Lewis

Mr. Arthur E. Ericson

Mr, Edward T. Houlihan

Mr. Charles W. Heim, Jr.



ORGANIZATION

United Church of Christ, Pension Boards
New York, New York
United Church Board

Ministries
New York, New York
United Church Homes
Upper Sandusky, Ohio
United Methodist Church — Board of
Clobal Ministries
New York, New York
United Methodist Church — Board of
Higher Education and Ministry
Nashville, Tennessee
United Methodist Church — Council on
Finance and Administration
Evanston, Illinois
United Methodist Church Foundation,
Inc.
Syracuse, New York
United Methodist
Kansas Area
Wichita, Kansas
United Methodist Homes & Services
Chicago, Illinois
United Methodist Church Ministers
Pension Fund, Inc.
Indianapolis, Indiana
United Methodist Church Preachers’ Aid
Society, Southern New England
Conf,
Natick, Massachusetts
United Presbyterian Foundation
New York, New York

World

for

Foundation, Inc.-

University of Alabama in Birmingham
Birmingham, Alabama

University of Cincinnati
Cincinnati, Ohio

University of Richmond
Richmond, Virginia

University of Tampa
Tampa, Florida
Valparaiso University
Valparaiso, Indiana
Vassar College
Poughkeepsie, New York
Virginia United Methodist Homes Inc,
Richmond, Virginia
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Dr.
Dr.
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REPRESENTED BY
John D. Ordway
‘Wm. Kincaid Newman

Reverend Myles H.

Walburn

Mr

. Grant MacMichael

Miss Polly Darr

Mr

Mr.

The

. Edwin E. Smith, Jr.
. John C. Espie

Reverend Lloyd F.

Shephard

Mr

. E. Loyal Miles

Mr. James L. Glass

Dr. Walter Smith, Jr.
The Reverend Norman L.
Porter

Miss Anne Cook
The Reverend Donn Jann

Mr
Mr

Dr.

Mr

Mr.

11T

Dr,

Mr

Mr
Mr
Mr
Mr.

. James B. Potter
. Jerry M. Davis

Harvey L. Ingram

. Charles W. Patterson, 111
Kenneth T. Whitescarver,

Robert B, Gronlund
. Max G. Nagel

. John M. Deschere

. Herbert L. Shultz

. Richard F. Pence
. W. Roland Walker




ORGANIZATION

Warner Press, Inc.
Anderson, Indiana

Wartburg College
Waverly, Towa

Washington and Lee University
Lexington, Virginia

John Wesley ColFege
Owosso, Michigan

Wesley Medical Center
Wichita, Kansas

Westminster Theological Seminary

Philadelphia, Pennsylvania
Wheaton College

Wheaton, linois
Wheaton College

Norton, Massachusetts
Whitman College

Walla Walla, Washington

Winebrenner Theological Seminary

Findlay, Ohio
Winebrenner Village

Findlay, Ohio
Winston-Salem Bible College

Winston-Salem, North Carolina

Wittenberg University
Springfield, Ohio

Word of Life
Schroon Lake, New York
World Home Bible League
South Holland, Illinois
World Literature Crusade
North Hollywood, California
Wycliffe Bible Translators, Inc.

South Hamilton, Massachusetts

Xavier University
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SPONSORING ORGANIZATIONS OF THE
COMMITTEE ON GIFT ANNUITIES

A Man and His Boys
Abbott-Northwestern Hospital, Inc.
Abilene Christian College
Adrian College
Affiliated Hospitals Center
African Inland Mission
Pearl River, New York
Clermont, Florida
Alaska Methodist University
Albion College
Allegheny College
Allen/Sutherland & Associates
Alma College
American Advent Mission Society,
Inc.
American  Association for Jewish
Evangelism, Inc.
American Baptist Assembly
American Baptist
Board of Education & Publication
National Ministries
American Baptist Churches in the
USA
American Baptist Convention
Ministers & Missionaries Benefit
Board
American Baptist Foreign Mission
Society
American Bible Society
American Board of Missions to the
Jews
American Cancer Society, Inc,
Pennsylvania Division, Inc.
American College Public Relations
Association
American Friends Service Com-
mittee
American Heart Association
Texas Affiliate, Inc.
American Indian Mission, Inc.

American Leprosy Missions, Inc,
American Lung Association
American Mission to the Greeks
American Sunday-School Union
American Tract Society, Inc.
American University of Beirut

Arthur Andersen & Co.
Anderson College
Andrews Universi:?r
Annual & Deferred Gifts Institute
Aquinas College
Archdiocese of New York
Department of Education
Asbury College
Asbury Thcoﬁ:gical Seminary
Ashland College
Ashland Theological Seminary
Association for  Research
Enlightenment, Inc.
Association of St. Joseph
Brothers of Holy Cross
Assumption College
Augsburg College
Augustana College
Rock Island, Illinois
Aurora College
Averett College
Azusa Pacific College

and

Baby Fold

Baker University

Bangor Theological Seminary

Baptist Bible College of
Pennsylvania

Baptist Foundation of Alabama

Baptist Foundation of Oklahoma

Baptist Foundation of Texas

Baptist General Conference Associa-
tion

Baptist Hospital

Baptist Hospital Fund, Inc.

Baptist Mid-Missions

Baptist Retirement Home

Bar-Ilan in Israel

Bariwm Springs Home for Children

Barrington College

Bartlesville Wesleyan College

Baylor College of Medicine

Baylor University

Bean, DeAngelis, Kaufman & Kane,
P.C.

William Beaumont Hospital

Beloit College

119




Benedictine College

Bentley College

Berea College

Berean Mission, Ine.

Lee Bernard & Co,

Berry College

Bethany Bible College

Bethany Christian Home, Inc.

Bethany Home and Hospital
of the Methodist Church

Bethany Nazarene College

Bethany Theological Seminary

Bethel College

Bethel College and Seminary

Bethesda Lutheran Home

Bethphage Mission

Bible Christian Union

Bible Fellowships, Inc,

Bible Literature International

Biola College

Birmingham-Southern College

Bluffton College

Boston College

Boston University

Boy Scouts of America

Brandeis University

Bremwood
Lutheran

Society

Brethren in Christ Church

Bridgewater College

Bristol Village

John Brown [University

Bryan College

Bryn Mawr College

Buena Vista College

Children’s

Home

California Institute of Technology
California Lutheran College
California Lutheran Homes
California State Polytechnic
University,
Pomona, Alumni Association
Chico
Los Angeles Foundation
Calvin College and Seminary
Calvary Bible College
Calvary Christian School
Campbell College
Campus Crusade for Christ In-
ternational

Capital University
Carleton College
Carnegie-Mellon University
Carroll College
John Carroll University
Case Western Reserve University
Cathedral Latin School
Cathedral of Tomorrow
Catholic Church Extension Society
Catholic Near East Welfare Associa-
tion
Cedarville College
Central Baptist Theological
Seminary
Central College
Chaminade Preparatory
Chapman College
Chicago Christian Industrial League
Child Evangelism Fellowship, Inc.
Chowan College
Christ Church of Washington
Christ in Youth, Inc.
Christ for the Nations, Inc.
Christian Churches
Pension Fund
Christian Civic Foundation
Christian League for the
Handicapped
Christian Light Publications, Inc.
Christian Record Braille Foundation
Christian Reformed Board
Home Missions Executive
Council
Christian Sanatorium Association
Christian School Educational Foun-
dation
Christian Service Brigade
Christian Services Association
Christian Theological Seminary
Church Life Insurance Corporation
Church of God
Board of Church Extension &
Executive Council
Home Missions
Church of the Brethren
General Brotherhood Board
Church of the Christian Crusade
Church of the Nazarene
Church of the United Brethren in
Christ
Board of Missions
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Board of Bishops
City Union Mission
Clemson University
Coe College
Colby College
Colgate Rochester Divinity School
College of Notre Dame of Maryland
College of St. Scholastica
Columbia College
Columbia Christian College
Columbus Hospital
Compassion
Conception Abbey
Concordia College
Concordia Teacher’s College
Congregational Christian Church
Conservative Baptist Commission

of Stewardship Ministries
Conservative Baptist Theological

Seminary
Consulting Actuaries International,
Inc.

Coopers and Lybrand
Cornell College
Creighton University
Crew of the Good Ship Grace, Inc.
Cullman College
Culver-Stockton College
Cumberland Presbyterian Church

Dakota Wesleyan University

Dallas Bible College

Dallas Christian College

Dallas Symphony Orchestra

Dartmouth College

Davidson College

Dayton Baptist Temple

Deaconess Hospital, Inc.

Decatur Memorial Hospital

Defiance College

Denison University

Development Association for
Christian Institutions

Diocese of Orlando

Direct Relief Foundation

Divine Word Missionaries

Doane College

Dordt College

Drake University

Duke University

Earlham College
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Eastern Baptist Theological
Seminary
Eastern Mennonite College
Ebenezer Society
Eden Theological Seminary
Eger Foundation
Eliada Homes, Inc.
Elmhurst College
Elon College
Emory University
Eskaton
Evangelical Free Church of America
Evangelical Lutheran
Good Samaritan Society
Evangelical Theological Seminary

Fairview Community Hospitals
Faith for Today
Family Stations, Inc.
Far East Broadcasting Co., Inc.
Far Eastern Gospel Crusade
Thurston P. Farmer, Jr.
Fathers of St. Edmund
Southern Missions, Inc.
Fellowship of Baptists for
Home Missions, Ine,
Fellowship of Reconciliation
FID Fund Services
Findlay College
First Baptist Church of Van Nuys
First Church of Religious Science
Fisk University
Florida Brethren Homes, Inc.
Florida Sheriffs Boys Ranch
Florida State University
Flower Hospital
Fordham University
Foundation for Christian Living
George Fox College
Franklin College
Franklin and Marshall College
Free Methodist Church of North
America
General Missionary Board
World Headquarters
Friars of the Atonement (Fran-
ciscan)
Freeman Junior College
Friends Bible College
Friends United Meeting
Friends University




Fuller Theological Seminary
Furman University

Galesburg Cottage Hospital

Gannon College

Garden Grove Community Church

Geneva College

Georgetown College

Georgia Baptist Foundation, Inc.

Gettysburg College

Glenmary Home Missioners

Glenwood School for Boys

Golden Gate University

Gonser, Gerber, Tinker & Stuhr

Gonzaga University

Gordon College

Gordon-Conwell Theological
Seminary

Goshen College

Gospel Missionary Union

Grace Bible College

Grace Bible Institute

Grace Chapel

Grace Gospel Association

Grace Mission, Inc.

Grace Schools

Graceland College

Billy Graham Evangelistic Associa-
tion

Billy Graham Foundation

Grand Valley State College

Great Lakes Bible College

Greater Akron Youth for Christ

Greater Atlanta Christian School

Greater Europe Mission

Greenleaf Friends Academy

Greenville College

Grinnell College

Guest & Greene

Gustavus Adolphus College

Kenneth E. Hagin
Assoc., Inc.

A. S. Hansen, Inc.

Hardin-Simmons University

Hartwick College

Hastings College

Heidelberg College

Ralph K. Helge

Hiram College

Hoag Memorial Hospital
Presbyterian

Evangelistic

Holland & Hart

Hope College

Hope Haven for the Handicapped
Houghton College

R. L. Houts Associates

Howard University

Howell Advertising Associates
Huggins & Company, Inc.
Huntington College

linois South Conference

Indiana Central College
Indianapolis Baptist Temple
Inglis House

Institute of Logopedics
International Students, Inc.
Inter-Varsity Christian Fellowship
Towa Methodist Hospital

Towa Wesleyan College

Jacksonville University
Thomas Jefferson University

Jenkins & Williams

Jesuit Deferred Funds

Jesuit Mission Bureau

William Jewell College

Jewish Community Foundation
Jewish National Fund

Judson College

Juniata College

Kansas Wesleyan University

Kemmerer Village

Kennedy Sinclaire, Inc.

Kenosha Memorial Hospital

Kentucky Baptist Board of Child

Care

Kentucky Baptist Foundation

Kenyon College

Keuka College

King College

King’s Garden

Kings View Foundation

Kirksville College of Osteopathy
and Surgery

Koinonia Foundation

La Grange College
Ladyc]if%Col]ege
Lake Erie College
Lake Forest College
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Lakeland College
Lambrides and Samson
Lambuth College
Lancaster School of the Bible
J. K. Lasser Tax Institute
Laubach Literacy, Inc.
La Verne College
Lawrence University
Lee College
Lees-McRae College
Lenoir Rhyne College
LeTourneau College Fund
Lexington Theological Seminary
Life Center, Inc.
Life Insurance Company of
California
Edward F. Lloyd
Loma Linda University
Lonisiana Baptist Foundation
Louisville Presbyterian
Theological Seminary
Loyola University
Loyola-Marymount University
Lubbock Christian College
Luther College
Martin Luther Home
Lutheran Bible Institute
Lutheran Church in America Foun-
dation
Lutheran Evangelistic Movement,
Inc.
Lutheran Home for the Aged
Lutheran Homes, Inc.
Lutheran Hospitals & Homes
Society of America
Lutheran Hospital Society
of Southern California
Lutheran Laymen’s League
Lynchburg College

Griffin McCarthy, Inc,
McCormick Theological Seminary
McKendree College

McPherson College

Macalester College
MacMurray College
Malone College
Manchester College
Mare & Company, CPA
Marietta Colfege
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Marion College

Marquette University

Mary Immaculate League

Maryville College

Mayo Foundation

Meadville Theological School

of Lombard College

Medical College of Georgia

Memorial & Children’s Foundation

Memorial Sloan Kettering Cancer
Center

Mr, Herbert Mencke, CPA

Mennonite Board of Education

The Mennonite Foundation, Inc.

General Conference Mennonite
Church

Mennonite Board of Missions &
Charities

Mennonite Hospital

Mercy Hospital

Mercy Hospital Foundation

Meredith College

Messiah College

Messiah Home

Methodist Hospital of Brooklyn

Methodist Hospital of Indiana, Inc.

Methodist Hospital of Madison

Methodist Memorial Homes, Inc.

Middlesex Memorial Hospital

Mid-American Nazarene College

Midland Lutheran College

Mid-South Bible College

Midway College

Mill Neck Manor School for the
Deaf

Millikin University

Mills College

Millsaps College

Milton College

Missionary Aviation Fellowship

Missionary Church, Ine.

Missionary Crusader, Inc.

Missions to the Cumberlands

Mississippi College

Missouri Baptist Foundation

Missouri United Methodist Foun-
dation, Inc.

Monmouth Medical Center

Montana Institute of the Bible

Montana State University

Moody Bible Institute




Jess Moody Evangelistic Assoc., Inc.

Moral Re-Armament Life Income
Fund

Moravian Church in America

Morgan Memorial, Inc.

Morris, Vanden Heuvel, Bertrand &
Basten

Mount of David Crippled Children’s
Hospital

Mount Holyoke College

Mount Merey College

Mount St. Mary’s College

Mount Sinai Medical Center

Mubhlenberg College

John Muir Memorial Hospital

Musick, Peeler & Garrett

Muskingum College

N.C. Baptist Foundation, Inc.

Narramore Christian Foundation

National Assoc. of Congregational
Churches

National Audubon Society, Inc.

National Benevolent Association

National ~ Catholic  Development
Conference

National Children’s Services
Association

National Committee for Labor Israel

National Council of Churches of
Christ in the USA
National Insurance Marketing &

Management Co,
National United Methodist
dation
Navajo Missions, Inc,
Nebraska Children’s Home Scciety
Nebraska Christian High School
Nebraska Wesleyan University
Nelson & Warren, Inc.
New College
New Mexico Baptist Foundation
New Mexico State University
New Tribes Mission
New York Bible Society
New York Messianic Witness, Inc.
New York University
Newark College of Engineering
Newberry College
Newkirk Associates, Inc,

Foun-

North American
Conference

North Central College

North Park College & Theological
Seminary

Northfield Mount Hermon School

Baptist General

. Northwest Baptist Home Society

Northwest Christian College
Northwest College
Northwest Nazarene College
Northwestern College of the
Reformed Church in America
Northwestern College
Northwestern University
Northwood Institute

OMS International, Inc.

Oak Hills Fellowship, Ine.

Oberlin College

Occidental College

Ohio Northern University

Ohio Wesleyan University

Oklahoma Baptist University

Oklahoma United Methodist Foun-
dation

Old Time Gospel Hour

Olivet Nazarene College

Open Bible Center

Open Bible Standard Churches, Inc.

ORAM International Corporation

Oregon State University Foundation

Osborn Foundation

Oshkosh Public Library

Otterbein College

Ouachita Baptist University

Overseas Crusades, Inc,

Ozark Bible College

Pace College

Pacific College

Park College

Park Street Church

Pasadena Christian School

Pasadena College

Pensacola Christian School

Pepperdine College

Philadelphia College of the Bible

Piedmont Bible College

William M. Pierson, I1I

Pilgrim Place in Claremont

Pillsbury Baptist Bible College

Pine Rest Christian Hospital
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Pioneer Girls

Pitzer College

Planned Parenthood World Popula-
tion

Morton F. Plant Hospital

Plymouth Place, Inc,

Poindexter, Lynch & Buchanan

Polytechnic Institute of Brooklyn

Pomona College

Prairie Bible Institute

Preachers” Aid Society

Prerau & Teitell

Presbyterian Church in the US
Board of Annuities and Relief
Board of National Ministries

Presbyterian Home for Children
of Missouri

Presbyterian-University of PA
Medical Center

Princeton Theological Seminary

Princeton University

Murray Projector, FSA

Puget Sound College of the Bible

Purdue National Bank

Purdue University

Rabun Gap — Nacoochee School

Radio Bible Class

Radio and Television Commission
of the Southern Baptist Con-
vention

Red Bird Mission, Inc.

Reformed Presbyterian Foundation

Regions Beyond Missionary Union

Reid Memorial Hospital

Religious Lists

Rennselaer Polytechnic Institute

Reorganized Church of Jesus Christ
of Latter Day Saints

Research  Hospital
Center

Resthaven Psychiatric Hospital

Bill Rice Ranch

Rice University

Ripon College

Oral Roberts Evangelistic Assoc.,
Inc.

Roberts Wesleyan College

Rochester Methodist Home

Rockefeller University

Rockford College

and Medical

Rockhurst College
John R. Rogers Company
Rose & Sch%csinger
Rural Bible Mission, Ine.

Rutan & Tucker

Sacred Heart Southern Missions

Saddleback Community Hospital

St. Andrews College

St. Francis Boys” Homes

St. Francis Mission School

St.  John’s College (Annapolis,
Maryland )

St. John’s College (Santa Fe, New
Mexico)

St. John’s University

St. Joseph’s Hospital

St. Lawrence Seminary Annuity Plan

St. Louis University

St. Mary’s College (Notre Dame,
Indiana)

St. Mary’s College (Winona, Min-
nesota )

St. Mary’s Long Beach Hospital
Foundation

St. Olaf College

St. Paul School of Theology

Salesian Missions of St. John Bosco

Salem College

Samford University

Scarritt College

School of the Ozarks

School of Theology at Claremont

Chas. Schreiner Bank

Agnes Scott College

Scottsdale Christian Academy

Seripps College

Scripture Press Ministries

Seattle Pacific College

Seventh-Day Adventists
A]abama-Mississippi Conference
Meridian, Mississippi

Seventh-Day Adventists
Atlantic Union Conference
South Lancaster, Massachusetts

Seventh-Day Adventist Church
Oshawa, Ontario, Canada

Seventh-Day Adventists
Carolina Conference Association
Charlotte, North Carolina

Seventh-Day Adventists
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Colorado Conference
Denver, Colorado

Seventh-Day Adventists
Columbia Union Conference
Takoma Park, Washington, D.C.

Seventh-Day Adventists
Florida Conference Association
Orlando, Florida

Seventh-Day Adventists
General Conference
Washington, D.C.

Seventh-Day Adventists
Georgia-Cumberland Conference
Decatur, Georgia

Seventh-Day Adventists
Kansas Conference Association
Topeka, Kansas

Seventh-Day Adventists
Kentucky-Tennessee
Association
Madison, Tennessee

Seventh-Day Adventists
Lake Union Conference
Berrien Springs, Michigan

Seventh-Day Adventists
North Pacific Union Conference
Portland, Oregon

Seventh-Day Adventists
Northern Union Conference
Minneapolis, Minnesota

Seventh-Day Adventists
Oklahoma Conference Corporation
Oklahoma City, Oklahoma

Seventh-Day Adventists
Pacific Union Association
Glendale, California

Seventh-Day Adventists
South Central Conference
Nashville, Tennessee

Seventh-Day Adventists
Southeastern California Associa-
tion
Riverside, California

Seventh-Day Adventists
Southern New England Con-
ference
South Lancaster, Massachusetts

Seventh-Day Adventists
Southern Union
Association
Decatur, Georgia

Conference

Conference

126

Seventh-Day Adventists
Southwestern Union Conference
Corporation -
Richardson, Texas

Robert F. Sharpe & Company, Inc,

George L. Shearin, Attorney

Simpson College ,

Sister Kenny Institute

Skidmore College

Skyline Manor

Smith College

Smith, Stratton, Wise & Heher

South Miami Hospital

Southern District Lutheran Church
Missouri Synod

Southern Missionary College

Southern Publishing Assn. of SDA

Southern Seminary F oundation

Southern Baptist Convention

Southern Baptist Foundation

Southland Baptist Temple

Southwest Baptist College

Southwestern at Memphis

Southwestern University

Spelman College

Spring Arbor College

Spring Hill College

Stanford University

Starr Commonwealth for Boys

Sterling College

Stetson University

Stewards Foundation

Sudan Interior Mission

Sugar Pine Christian Camp

Swiss Village

Tabernacle Baptist Church

Tabor College

Tarkio College

Taylor University

Teen Challenge, Inc., Birmingham

Texas Christian University

The American Lutheran Foundation

The Assemblies of God, Inc.

The Back to God Hour

The Baptist Home of South Jersey

The Bensenville Home Society

The Bible Research Foundation, Inc.

The Brethren’s Home

The Brethren Home Missions Coun-
cil, Ine.




The Catholic Foundation of
Oklahoma, Inc.

The Central American Mission

The Chapel on Fir Hill

The Children’s Home of Lubbock

The Children’s Orthopedic Hospital
and Medical Center

The Christian and
Alliance Church

The Christian Century Foundation

The Christian Church Foundation

The Church Pension Fund

The Clarke School for the Deaf

The College of Idaho

The College of Steubenville

The College of the Ozarks

The College of Wooster

The Colorado College

The Cooper Union for the
Advancement of Science and Art

The Episcopal Academy

The Episcopal Church Foundation

The Evangelical Alliance Mission

The Evangelical Covenant Church
of America

The Evangelical Foundation, Inc.

The Charles & Myrtle Fillmore
Foundation

The First Church of Christ, Scientist
in Boston, Massachusetts

The Florida Methodist Foundation,
Inc.

The Foote System

The Franklin United Methodist
Home

The Friends of Israel
Missionary and Relief Society,
Inc.

The Gerry Home

The Good News Broadcasting Assoc.

The Good Shepherd Home and
Rehabilitation Center

The Gospel Crusade, Inc.

The Great Commission Foundation

The Healthaven Corporation

The Holy Land Christian Mission

The Iverson-Norman Associates

The Kings College

The Lindenwood Colleges

The Lutheran Church-Missouri
Synod Foundation

Missionary
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The Lutheran Home of Northwest
Indiana, Inec.

The Madeira School

The Maryknoll Fathers

The Medical College of Wisconsin

The Methodist Homes of New
Jersey

The Mission Board ( Diocese of
Harrisburg)

The Monmouth College
The Moody Church
The National United Methodist
Foundation for Local Church
Education
The Navigators
The Otterbein Home, Inc.
The Pacific Homes Corporation
The Peoples Gospel Hour, Ine.
The Phoebe-Devitt Home
The Pocket Testament League, Inc.
The Presbyterian Church in the US
The Presbyterian Foundation, Inc.
The Principia Corporation
The Redemptorist Foundation
The Reformed Church
The St. Lawrence Seminary
The Salvation Army
Atlanta, Georgia
New York, New York
Dallas, Texas
Washington, D.C.
The Shipley School
The Society for the Propagation of
the Faith
The Sword of the Lord Foundation
The Tacoma Rescue Mission
The Temple Foundation, Inc.
The Temple Heights Gospel Hour
The Texas Methodist Foundation
The Texas Presbyterian Foundation
The United Church of Canada
The United Methodist Church
Council on Finance &
Administration
Board of Global Ministries
Board of Missions-National Division
Board of Education
General Board of Lay Activities
Minnesota Annual Conference
Northern New York Conference




Women’s Division of the Board of
Missions
World Division of the Board of

Missions

The United Methodist Church
Foundation, Inc.
The United Methodist Country

House

The United Methodist Foundation
of Rock River Conference, Inc.
The Southern California-Arizona
Conference

The United Methodist Home

The United Presbyterian Church in
the USA
Board of Christian Education
Board of National Missions

The University of Akron

The University of Colorado Foun-
dation, Inc.

The University of Michigan

The University of Santa Clara

The University of Tennessee at
Chattanooga

The University of Texas at Austin

The University of Vermont

The Voice of Prophesy

The Way, Inc., International

The Wesleyan Church

The World Radio
Fellowship, Inc.

Trans World Radio

Transylvania University

Trevecca College

Trinity Christian College

Trinity College/Trinity Evangelical
Divinity School

Trinity University

Tufts University

Tulane University

Missionary

Unevangelized Fields Mission

Union College

Union University

United Church Board for Homeland
Ministries World Ministries

United Church of Christ
The Commission on Development
The Pension Boards

United Church Homes

United Methodist
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Minister’s Pension Fund, Inc.
United Methodist Church
United Methodist Homes & Services
Kansas Area United Maethodist
Foundation, Inc.
United Methodist Minister’s
Pension Fund-Southern Illinois

United Pentecostal Church In-
ternational
United Presbyterian Foundation

United Theological Seminary

University of Alabama in Birm-
ingham

University of Alaska

University of Buffalo Foundation,
Ine.

University of California-Berkeley

University of Chicago

University of Cincinnati

University of Denver

University of Detroit

University of Miami

University of Nebraska Foundation

University of Nevada System

University of Oklahoma Foundation,
Inc.

University of Oregon

University of Oregon Medical
School
Advancement Fund

University of Rhode Island

University of Pennsylvania

University of Redlands

University of Richmond

University of San Diego

University of Tampa

University of Southern California

University of the Pacific

Uplands Retirement Center

Utah State University Development
Center

Valparaiso University

Vassar College

Virginia Baptist Home, Inc.

Virginia Baptist Hospital

Virginia Methodist Homes, Inc.

Virginia Theological Seminary

Viterbo College

Voice of China and Asia, Inc.
Missionary Society




Wabash College Development Board

Wagner College

Warner Press, Inc.

Wartburg College

Washington and Lee University

Waynesburg College

Weekday Religious Education Foun-
dation, Inc.

John Wesley College

Wesley Manor

Wesley Medical Center

Wesley Theological Seminary

Wesleyan College

Leo E. Wesner Associates

West Nebraska General Hosrital

West Virginia Wesleyan College

Western Baptist Bible College

Western College for Women

Western Conservative
Semina

Western Maryland College

Western Washington State College
Foundation

Baptist

Westmar College

Westminster College (New Wilm-
ington, PA)

Westminster  College  (Florence,
Mississippi)

Westminster College (Fulton,
Missouri )

Westminster Theological
Seminary

Westmont College

Wheaton College
linois )

Wheaton College (Norton,
Massachusetts )

Whitman College

Whittier College

Wichita State University

Widener College

Wildwood Sanatarium & Medical

( Wheaton, Il-

Missionary Institute

Willamette University

Williams College

Wilmington College

Winebrenner Theological Seminary

Winebrenner Village

Winston-Salem Bible College

Wisconsin Baptist State Convention

Wisconsin State University

Wittenberg University

William Woods College

Woods Hole Oceanographic In-
stitution

Woodward, Ryan, Sharp & Davis

Worcester Foundation for
perimental Biology

Worcester Polytechnic Institute

Word of Life Fellowship, Inc.

World Changers, Inc.

World Evangelistic Enterprise Cor-
poration

World Gospel Mission

World Home Bible Leaﬁue

World Literature Crusade

World Missionary Press, Inc.

World Neighbors, Inc.

World Vision, Inc.

World Wide Missions

Woycliffe Bible Translators, Inc.
South Hamilton, Massachusetts
Santa Ana, California

Ex-

Xavier University

Yellowstone Boys Ranch

York College

Young Life Campaign

YMCA Metropolitan Minneapolis
YMCA Duluth, Minnesota
YWCA New York, New York
Brigham Young University
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CONSTITUTION
of the
COMMITTEE ON GIFT ANNUITIES

Article I

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

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

The Committee shall also study and recommend the form of
contracts, the amount and type of reserve funds, and the
terminology to be used in describing, advertising and issuing
charitable gift annuities and pooled income fund agreements.

The Committee shall ascertain and report as to legislation in
the United States and in the various States regarding charitable
gift annuities and pooled income fund agreements, their tax-
ability, et cetera.

The Committee shall call a conference on charitable gift an-
nuities at least once each four years and invite those who con-
tribute 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, educa-
tional, and charitable and other organizations, issuing and ex-
perienced in gift annuities and/or life income agreements. In
electing members to the Committee, the Committee shall secure
representation from the member groups, but such member is not
the agent of the group from which he comes, nor does he bind his
group by any decisions reached by the Committee.

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

In order to finance its activities and its research in actuarial,
financial, and legal matters, and the publication and dissemina-
tion of information so obtained, the Committee will collect
registration fees from those who attend its Conferences and an-
nual 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 ex-
penses.

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

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

III.

IV.

VL

BY-LAWS
COMMITTEE ON GIFT ANNUITIES

The Officers shall be a Chairman, one or more Vice Chair-
men, Treasurer, Secretary, Assistant Treasurer, and Assist-
ant Secretary, who shall be elected at the Committee
meeting next following the Charitable Gift Annuity Con-
ference. Officers may be elected to one or more succes-
sive terms and a majority vote of Members present will
elect.

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

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

The Chairman, or in his absence a Vice Chairman, shall
call the meetings of the Committee at such time and
place as seems desirable either to the Committee if it is
in session, or to the Chairman if the Committee is not
in session. At least two weeks’ notice of the forthcoming
meeting should ordinarily be given.

Conferences on Gift Annuities shall be called periodically
as required by the Constitution of the Committee on Gift
Annuities. A majority vote of Committee Members shall
be required to call a Conference.

Members of the Committee shall serve until their suc-
cessors are elected.
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VIIL

A quorum necessary for the conduct of business of the
Committee shall consist of five Members.

These By-laws may be amended at any regularly called
meeting of the Committee, provided the proposed changes
are approved by a two-thirds vote of the Members pres-

ent and voting.
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MEMBERS OF THE COMMITTEE
ON GIFT ANNUITIES

Chairman
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Viee Chairman
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Secretary
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United Church of Canada
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Vice President and Treasurer
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JOHN C. ESPIE
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odist Church

ROBERT GREINER
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of the Brethren

DAVID E. JOHNSON
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Senior Trust Officer & Manager,
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Loma Linda University Foun-
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Honorary Chairman
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United Presbyterian  Foundation
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Director Deferred  Gifts, The
Salvation Army
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