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UNIVERSTITY.

LEHIGI I David L. Hammer

Assistant Trensurer
Finance and Administration
27 Memorial Drive West
Bethlehem, PA 18015-3088
{610} 758-3110 Fax (610) 758-6528
e-mail: dth5@lehigh.edu
http:Hfwranylehigh.edu

April 2006

Dear Life Income Participant:

Enclosed is your copy of the 2005 Annual Report of Lehigh University’s Planning Giving Program. This
report provides financial and other information about each of our Life Income Funds, the Gift Annuity
Program, and the University’s Planned Giving Program.

- 2006 Income Payouts - Our pooled income participants, with the exception of our Balanced Pooled
Income Fund participants, will see no change to their 2006 estimated quarterly payments. Balanced
Pooled Income participants will see a slight increase in their estimated quarterly income payout, As in the
past, the amount of the fifth check will be dependent upon income levels achieved during the year.
Persons receiving gift annuity distributions will see no change in their monthly payment.

This year, Lehigh’s life income beneficiary payments and asset growth again reached record levels of over
$3 million and $70 million, respectively. Our Deferred Giving Program continues to be blessed with Ioyal
alumni and friends like you, who understand the unique way this program strengthens Lehigh’s
endowment fund and the University’s educational programs. Your continued support, guidance and
commitment are truly appreciated.

As always, if you have any questions about the report, please feel free to contact me at (800) 523-0565.

Sincerely,

Q&w»ﬂ Hamrer__

David L. Hammer
Assistant Treasurer

DLH:jlg




Deferred Giving Program
Statistical Summary of Internally Managed Funds
December 31, 2005

Market Number of
Value Participants
Gift Annuities $35,665,919 296
Pooled Life Income Funds:
Ralanced 3,669,290 29 .
High Yield Pool II . 1,143,145 39
Post '69 1,297,988 44
Separately Invested Funds:
Charitable Remainder 13,504,808 33
Unitrusts
Segregated Funds 1,247,501 1
56,528,651 442




Life Income Related Phone Numbers

| Generai Information, New Gifts, Estate Planning;

Lorraine Wiedorn  Development Office (610) 758-4874
Karla Morales Development Office (610) 758-5958
Terry Caskey Development Office (610) 758-4749

- Administrative Items or Questions:

David Hammer -~ Finance & Administration (610) 758-3180
Dot Quellette Controller's Office (610) 758-4550
Shannon Helmer Controller’s Office (610) 758-4776

Stock Gifts and Related Questions:

Kathleen Milmine Finance & Administration (610) 758-3179

For non-local calls use Lehigh's toll-free number:

(800) 523-0565

State Street Bank and Trust Company:

Tracy Higgins ' (800') 635-9001 x42361




CLASS

1900
1910
1913
1913
1917
1918
1922
1922
1923
1924
1926
1928
1928
1930
1931
1931
1931
1932
1932
1933
1933
1933
1933
1934
1934
1934
1934
1935
1935
1935
1936
1937
1937

LIFE INCOME FUNDS OVER $100,000

MARKET VALUE

INCLUDED IN LEHIGH'S FINANCIAL REPORT

NAME OF FUND

Albert D. Hollingsworth

Robert P. More

Carll R. Streets

William F. Tapking

Hamilton E. McDowell, Jr.

Paul G. Breinig

Joseph L. Boliz

James S. Carey

Amelia T. and Edwin F. Rieman
Jane B. and Ralph C. Swartz
Virginia Lyon Anderson

Harry S. Alwine

Arthur F. Searing

Robert J. and Linda W. Lincoln
Elmer C. Easton

Lucien H. Platt

Virginia F. Allen and Francis Shoemaker -
Shirley Solomon (Mrs. Samuel)
Frank Miller Thomlinson

Mary T. and Lowry S. Danser
Gene and Carol La Schober
Robert J. and Ruth M. Myers
Margaret E. and Robert S. Taylor
Verna O. and Remo Canova
Margaret D. and Bernhard G. Fortmann
Helen K. and Patrick H. Loughran
Elinor C. and S. Murray Rust, Jz.
Curtis F. Bayer Family

Ruby W. and Shelton A. Musser
Ruth H. and Clayton L. Squier
Louis Weinstock

Hilda Brernan and Frederick S. Dornblatt
Madge R. and James E. Redcay
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LIFE INCOME FUNDS OVER $100,000 (Con't)
CLASS NAME
1938 Nancy W. and Charles D. Couch
1938 Ivah and Wayne G. Duncan
1938 Louise W. and Charles H. Hoffman
1938 Catherine A. and Herbert R. Imbt
1938 George L. Schiel
1938 Teresa N. and R. Donald Walp
1938 Helen Marie and Charles F. Zell
1939 Frances and Michael Bock, 1T
1939 Henry J. and Betty Brucker
1939 Jean E. and Robert B. Evans
1939 Margaret W. Schifter
1940 Elizabeth and George P. Maginness
1940 Maynard H. and Irma H. Patterson
1940 Edward G. Uhl
1940 Philip R. Van Duype, .
1941 Frederick C. and Dorothy L. Butler
1941 William A. and Claire L. Siegele
1941 Elizabeth V. and Robert D. Stout
1941 ' Gretchen and Frank A. Zimmermann
1943 Harriet and David H. Schaper
1943 Henry C. Swartz, Jr.
1944 William E. Belser
1944 Jean P. and Paul J. Franz, Jr.
1944 Herbert M. Muller
1944 Jean D. and Mark H. Schwarz
1944 Helen K. and Harry B. Walton
1946 Myer and Shirley Alperin
1947 Ann T, and Robert G. Pope
1947 Stewart E. Wenzel
1648 Robert Baumgarten
1948 FPugene W. Baer, Il and Catherine C. Casey
1948 Ernest C. Rumbaugh ' '
1948 Jeanne K. and Donald W. Swift
1948 Donald Van Roden
1949 Lionel P. Adda
1649 - Joan and John V. Berdan
1949 Webster Dawley
1949 Emmeline and Leonard R. Dimmick
1949 - Eugene W, Hubler
1949 Mary N. Kunsman _
1949 Raymond R. and Jeanne B. Mellen
1949 Martjane and Walter C. Schrader
1949 Judith C. and Fred C. Stoll
5




LIFE INCOME FUNDS OVER $100,000 (Con't)

CLASS

1949
1950
1950
1950
1950
1951, Ph.D
1952
1952
1952
1952
1652
1953
1953
1954
1955
1956
1956
1956
1956
1957
1957
1958
1958
1959
1960
1961
1961
1961
1963
1964
1967
Faculty
Friend
Friend
Parent *75

New Listings are in Bold

Reviged 3/31/06

NAME

Elizabeth F. Watson

Helene and Edward Hills
Annabel and Herbert Schnall
Dorothy K. Thomas

John W. and Mary L. Young
Marjorie M. Nemes
Noel D. Eichhorn

Howard and Marie Figueroa
Ruth Anne and Donald B. Herterich
Ann L. and Robert M. McCann
Robinette Hall and David R. Steetle
Marilyn and Robert W. Walton
William L. Westerman

Betty and James R. Galbraith
Thomas W. Applegate
Jacqueline and Roy Christiansen
Carol and Adrian J. DeYoung
Joan and Donald E. Pierce
Elizabeth M. and Ferdinand Thun
James E. Coraza

John E. and Joan K. Zollinger
Mary Foster and Robert A. Orben
Dale S. Strohl

Kathryn and Arthur E. Waltking
Edward A. and Patricia K. Argue
John H. Crawford, III

Peter S. Hagerman

Michael F. and Joan Hoben
Martin C. and Barbara M. Faga
Williamm W. Crouse

Michael J. Caruso

Marjorie R. and John J. Karakash
Sherri Fox

John F. Magdith

Regina McWilliams Hartzell




Lehigh University
Twenty-five years of Life Income Gifts
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Lehigh University
Life iIncome Beneficiary Payments
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Market Value Millions

Lehigh University
Life income Program Asset Growth
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Market Value Millions

Lehigh University
Endowment Fund Asset Growth
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Gift Annuity Program

Summary Report

December 31, 2005
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Gift Annuity Program

Lehigh University offers both current and deferred payment annuities. A person
who enters into a gift annuity agreement with Lehigh is actually doing two things
- making a gift to Lehigh and purchasing a fixed income for life. In the case of a
deferred payment annuity the person agrees to wait one or more years before life
income payments start - in return for a somewhat higher rate of return than the
immediate annuity offers. |

Lehigh bases its Gift Annuity Rates on those established by the American Council
- on Gift Annuities, a national organization of more than 1,200 charities which
issue gift annuities. The Council reviews rates periodically, at which time rates
may be changed for new gift annuities. Sample current one-life rates as of July
2005 are as follows:

AGE RATE AGE RATE
55 5.5% 75 7.1%
56 5.6% 76 1.2%
57 5.6% 77 7.4%
58 5.7% 78 7.6%
59 5.7% 79 7.8%
60 5.7% 80 8.0%
61 5.8% 81 8.3%
62 . 5.9% 82 8.5%
63 5.9% - 83 8.8%
64 6.0% 84 9.2%
65 6.0% 85 9.5%
66 6.1% 86 9.9%
67 6.2% 87 . 10.2%
68 6.3% 88 10.6%
69 6.4% 89 11.0%
70 6.5% | 90 and 11.3%

over
71 6.6%
72 6.7%
73 6.8%
74 6.9%

12




The annuity rates aré less than those offered by insurance companies, but donors
have the satisfaction of obtaining a charitable tax deduction for part of the value
of the gift, as well as doing something of lasting benefit for the University.

The rates have been computed to produce a “residuum”, or gift to Lehigh at the -
expiration of the agreement, which is on average 50% of the amount of the initial
contribution. The rates are based on actuarial studies of mortality experience
among gift annuitant lives and consideration for the income rate expected from
the invested reserve funds.

Beneficiaries receive monthly annuity payments for life according to the terms of
a simple contract. These payments are fixed and guaranteed by the revenues and
assets of the University.

Description of Reserve

Gifts to the annuity program are invested in Lehigh’s Endowment Fund, except
for a few very large annuities, which have been reinsured with commercial
insurance companies. The assets held generate income to distribute to
beneficiaries and provide a reserve of capital, if needed, to make up the
difference between the income earned and the required distributions. Upon the
termination of the life interests covered by a given contract, a proportionate share
of the entire reserve is applied to the purpose outlined in the original gift annuity
agreement,

At June 30 each year Lehigh performs an internal review of our Gift Annuity
reserve compared to the total reserve assets to the present value of the reserve’s
liabilities. Our reserve assets again at June 30, 2005 are well in excess of the
present value of its liabilities.

13




Gift Annuity Program
Investment Data

December 31

Investments at Market: 2005 2004
Endowment Fund Investment $34,039,383 $32,768,370
Other Investments 1,626,536 1,510,936
Total Investments $35.665,919 $34,279.306
Market Value at January 1, $34,279,306 $25,455,090
Additional Gifts 1,357,176 7,094,614
Liquidation of shares (855,082) (333,162)
Income Earned# 1,289,216 1,221,330
Annuity Payments (1,951,236) (1,799,573)
Market Gains 1,546,539 1,641,007
Market Value at December 31 $35.665.919 $34,279.,306
Number of Participants 296 288

# Income earned is reinvested until it is needed for distribution to beneficiaries.

If earnings are not sufficient to cover distributions, principal is divested.

14




Pooled Life Income Funds

Lehigh University's Pooled Life Income Funds operate in much the same way as a
mutual fund. Gifts to each fund are pooled and invested with other gifts to that
fund. Income earned by the fund is distributed to all participants on a quarterly
basis. A fifth and final check is mailed to participants before the end of January
each year to distribute the prior year's remaining income.

Lehigh is responsible for the investment management of its Pooled Income Funds
and State Street Bank & Trust is currently contracted to administer these funds.
Summary Reports of each fund follow:

Page
Balanced Fund 18
High Yield Pool II 23
Post '69 (Closed to New Participants) 28

The following is a summary of the investment objectives, which Lehigh follows for
its various pooled income funds:

High Income without undo risk of principal
High Yield Pool II

. Post '69

Moderate income and principal growth

Balanced Fund

15




Description of Investments

Investment fund selection is made in order to achieve the specific investment
objective of each pooled fund. The following is a brief description of the individual
funds in which the Pooled Life Income Funds were invested during the year:

Vanguard High Yield Corporate Fund

Seeks to earn a high level of interest income. The fund’s assets are composed of
high yield corporate bonds, which pay high interest rates. The investment advisor
seeks to reduce risk somewhat through solid credit research and broad
diversification across companies and industries and by emphasizing high-yield
bonds with relatively stronger credit ratings.

Vanguard Wellington Fund

Seeks to provide both income and long-term growth of capital without undue risk of
capital appreciation. The fund’s assets are composed of a mix of common stocks
(65%) and fixed income securities (35%).

Vanguard Wellesley Income Fund

Seeks to provide a high level of income, long-term growth of income and moderate
long-term growth of capital. The fund’s assets are composed of 60-65% high-
quality long-term and intermediate term bonds, with the remainder in dividend-
paying stocks.

16
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State Street Bank and Trust Company

State Street Bank and Trust Company, founded in 1792, is the largest custodian of
financial assets in the world. State Street Bank is also one of the largest trustees of
Charitable Gift Trusts in the nation. Among the funds administered by State Street
are pooled income funds for the following institutions:

Dartmouth College
Wellesley College
Swarthmore College
National Audubon Society
American Red Cross
American Heart Association

State Street administers the following funds for Lehigh:
Pooled Income Funds:

High Yield II
Post '69
Balanced

Separately-Invested Funds:

Charitable Remainder Unitrusts
Segregated Funds

Tracy Higgins is the Senior Trust Officer responsible for Lehigh's deferred giving
funds. As a Trust Officer, her primary responsibilities include the investment and
administration of planned gifts including custody, revocable/irrevocable trusts,
charitable remainder unitrusts and annuity trusts, pooled income funds, gift annuity
funds, and unitized endowments. Tracy Higgins works closely with David Hammer
and Denise Blew at Lehigh in administering the Life Income and Separately-
Invested Funds. If you have any questions about your fund, please feel free to call
David Hammer or Denise Blew at Lehigh, or Tracy Higgins at State Street at 1-
800-635-9001, voicemail option #2, extension 42361.

17
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Balanced Pooled Life Income Fund
Summary Report

December 31, 2005
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Market Value

Number of Shares

| Market Value Per Share
Income Per Share*

Number of Participants

Balanced Pooled Life Income Fund

Selected Financial Data
December 31 .
2005 2004
$3,669,290 $1,908,060
1,082,472 561,854
3.38973 3.39601
19266 .15434
29 26

* Based on weighted average shares per year :

19




Year
1996
1997
1998
1999
2000
2001
2002
2003
2004

2005

* Income Per Share =

20

Shares

Outstanding
At December 31

400,271.94
423,328.23
469,256.73
494,989.69
507,874.12
514,462.59
532,789.42
545,702.04

561,854.09

1,082,472.07

Balanced Pooled Life Income Fund

Historical Data

Market Value
at December 31
Per Share Total
2.64419 1,058,394
3.07121 1,300,132
3.22284 1,512,342
3.17864 1,573,392
3.17633 1,613,178
3.13237 1,630,579
2.86903 1,528,591
3.24417 1,770,352
3.39601 1,908,060
3.38973 3,669,260

Annual Income

Weighted Average Shares

Income
Per Share* Total
13655 48,506
.14999 62,295
14871 64,014
16747 79,609
17600 90,247
15064 77,562
16445 86,108
.15037 81,088
15434 85,468
.19266 158,396

TT]




Balanced Pooled Life Income Fund

Investment Data

Investments at Market:

Vanguard Wellington Fund

Vanguard High Yield Corporate Fund

Cash*
Total Investments
Market Value at January 1

Additional Gifts

Liquidation of Shares

Market Gains

Market Value at December 31

December 31

2005

$ 2,037,607

1,624,404

7,279

$ 3,669,290

$1,908,060

1,760,907

‘ 323

$3,669.290

2004

$1,055,338

845,521

7,200

1,908,060

$1,770,352

53,154

#This figure represents gifts received at the end of December. These gifts were
subsequently invested in the various funds listed above.

21
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Balanced Pooled Income Fund

Income Data

2005

Investment Income:

Dividend $168,508

Interest 706

Total $169,214
Expenses:

Administrative Costs (10,818)
Net Investment Income 158,396
Payments to Participants $158,396

22

Per share

$.20494
.00086

$.20580

06390
$ .19266

$ 19266

T




High Yield Pooled Life Income Fund II
Summary Report
December 31, 2005

(Closed to new Participants)

23




High Yield Pooled Life Income Fund I

Selected Financial Data

December 31

2005 2004
Mgrket Value $1,143,145 $1,437,055
Number of Shares | 800,958 968,555
Market Value Per Share 1.42722 1.48371
Income Per Share* .09387 09071
Number of Participants 39 41

* Based on weighied average shares per year
- 24
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Year
1996
1997
1998
1999
2000
2001
2002
2003
2004

2005

* Income Per Share =

High Yield Pooled Life Income Fund II

Historical Data

Shares Market Value
QOutstanding at December 31 Income
At December 31 Per Share Total Per Share* Total
1,749,331.22 1.45113 2,538,499 .097‘12 164,126
1,533,646.78 1.65671 2,531,612 10476 167,148
1,523,903.99 1.66431 2,536,254 11328 172,558
1,498,636.34 1.54643 2,317,539 .11817 177,089
1,445,709.66 1.46619 2,122,330 .11885 173,658
1,344,949.32 1.41839 1,910,864 12207 164,199
1,160,844.06 1.34689 1,563,527 10650 133,930
1,112,870.57 1.46052 1,625,373 .09628 109,461
968,555.19 1.48371 1,437,055 09071 94,399
800,958.34 1.42722 1,143,145 .09387 | 83,048

Annual Income

Weighted Average Shares

25
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High Yield Pooled Life Income Fund II

Investment Data
December 31

Investments at Market: 2005 2004
'V'anguard High Yield Corporate Fund $853,421 . $1,089,363
Vanguard Wellesley Fund | 289,556 346,523
Cash* | 168 1,169
Total Investments $1,143,145 $1,437,055
Market Value at January 1 $1,437,055 $1,625,373
Additional Gifts 16,782 13,776
Liquidation of Shares (260,865) (221,726)
Market Gains (49.827) 19,632
Market Value at December 31 $1,143.145 $1,437.055

* This figure represents gifts received at the end of December. These gifts were

-subsequently invested in the various funds listed above.

26

Bl




