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How TIAA Serves
the College World

THE ASSOCIATION was organized principally to pool
the funding of provisions for retirement income of col-
leges and universities in the United States, Canada
and Newfoundland. It has no purpose for existing
other than to serve these and similar institutions and
their staff members. Having no soliciting agents, it
receives applications for policies only by mail and no
commissions or other agency expenses are involved.
1ts charter provides that business shall be done without
profit to stockholders; savings must goto policyholders.

~ ~

THE ASSOCIATION issues standard life insurance
policies and, in addition, has designed special policies
Sfor particular needs of the college world.

~ e

THE ASSOCIATION’S retirement annuity contracts,
carefully designed for the special purpose of funding
plans for retirement income, are the basic contracts
used by a large majority of the colleges and universi-
ties that have inaugurated contributory retirement
plans. Both directly and indirectly these institutions
play a large part in determining the policies of TIAA.

~ ~

THE AssociaTioN welcomes inquiries by individuals
and by college officers regarding insurance and annu-
ity problems. Its officers are glad to counsel by letter
or by personal interview at its office. Their success
rests on a sincere effort to give disinterested advice.




REPORT TO POEBECYHOLDERS
¢ COOPERATING INSTITUTIONS

Surprising as it may seem in view of war disturbances,
the year 1944 showed a marked increase of interest on the
part of colleges and universities in the establishment of
retirement plans. Even though the number of educational
institutions outside the fold grows smaller each year, this
was a banner year for additions to the list of cooperating
institutions. It is pleasant to welcome the following col-
leges and universities to the Association:

Albright College Towa State Teachers College
Aurora College Keuka College

Catawba College Marygrove College
Cornell University Medical College  North Dakota Agricultural College
Culver-Stockton College Pratt Institute

DePauw University Olivet Nazarene College
Hastings College Seattle Pacific College
Hendrix College State University of Iowa
Hillsdale College University of Nevada
Huntingdon College University of Vermont, College of
Iowa State College of Agriculture Agriculture

and Mechanic Arts Yankton College

To what can we assign this acceleration of long-range
planning? Certainly the general discussion of social plan-
ning has been an influential factor and it is likely that
college officers recognize more each year the value of the
old age and survivors’ insurance provisions of the national
Social Security Act. They are, therefore, sensitive, as em-
ployers, to their need of arrangements by which they can
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offer somewhat similar benefits and, of course, they recog-
nize that even these benefits must be supplemented sub-
stantially, at least for professional staff members. College
officers are finding it increasingly difficult to attract and
hold good men and many presidents report emphasis by
applicants upon provision for retirement income and other
social benefits.

Prospects of Social Security Extension

Repeatedly TIAA officers are asked about the likelihood
that the Social Security Act will be extended to cover
employment by colleges and universities. The present
exemptions from this coverage that are of interest to the
college world are those of public employment and of em-
ployment by non-profit institutions. The exemption of
public employment is of interest to the publicly adminis-
tered colleges and universities, and the second exemption
applies to privately administered institutions. Without
question, the present administration at Washington is
committed to remove the second of these exemptions, at
least with respect to the old age and survivors’ insurance
provisions. Constitutional difficulties must be faced in
removing the exemption of employment by states and
their subdivisions.

While social security extensions are continually pro-
posed, definitive action still seems some distance in the
future, even though for many years it has repeatedly
been considered imminent. The direction and degree of
possible modifications are still distinctly controversial.
Many colleges and other non-profit organizations have
come to favor coverage of the old age and survivors’
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insurance sections of the Act if this can be obtained with-
out incurring the taxes for unemployment compensation.
They contend that their employees would collect prac-
tically no unemployment benefits and it seems likely that
the colleges will again oppose even the old age and sur-
vivors’ insurance coverage if this is linked with the
unemployment provisions.

In the minds of some—perhaps still a distinct minority
—there is doubt as to the wisdom of this position. Looking
to the future, many educational, religious and charitable
institutions must recognize that in their relations to in-
dividual workers they are not so different from other
employers and that national schemes based on the
employer-employee relationship should apply to them just
the same as to other classes of employers. It cannot be
expected that all provisions of a national scheme will be
equally valuable to each employer and each employee.
This will appear more clearly if social security coverage
comes to include permanent disability and sickness bene-
fits and medical care.

Adequacy of Retirement Annuities

During the year the Association addressed a number of
letters and bulletins to college administrators in order to
discuss some retirement and insurance problems common
to most institutions that TIAA serves. One of these de-
mands the attention, not only of administrators, but of the
holders of retirement annuity contracts. This is a con-
sideration of the adequacy of prospective annuities, most
of which are purchased with premiums of 109, of salary

(5% matched).
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The §%-matched basis was never a requirement of the
Association although originally it produced adequate in-
come prospects. Retirement plans were in their infancy in
this country when TIAA was established in 1918, and it
seems not unlikely that the colleges were guided by their
sister organizations in Great Britain where a joint con-
tributory plan on a §9%-matched basis was inaugurated in
1913. This plan is still functioning under an act of Parlia-
ment and has meant much to British education; but under
it the colleges have, since 1920, contributed 10% of salary,
as compared with §% from participants.

Prospective annuities from §%-matched contributions
were quite satisfactory in this country under interest and
longevity assumptions that seemed conservative twenty
years ago; but, beginning with 1928, changing conditions
and more accurate statistics led the Association, along
with other life insurance companies, to make a series of
changes to less favorable annuity rates. As a result, the
prospective annuity for a young man starting contribu-
tions today is little more than half the corresponding
expectation of twenty years ago. Despite this drastic
change, the antiquated contribution basis of §%-matched
still persists.

The chart below compares prospective retirement bene-
fits of men entering TIAA plans during various periods of
the last twenty-five years as related to average salary dur-
ing the last fifteen years of service. The chart does not take
into account dividend possibilities which at present seem
small and almost unpredictable, and it assumes continua-
tion of present annuity rates. This diagram is based on a
simple salary pattern that we think is fairly representa-
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tive; our studies show that annuity benefits when related
to average salary for the last ten or fifteen years of service
are not very sensitive to minor refinements of salary scales.
The factors that produce substantial variation, besides the
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Many colleges recognize the inadequacy of the present
§%-matched contributions. A few have already increased
contributions and a number of others are actively consider-
ing ways and means of correcting this defect. Some have
hoped for relief through extension of the coverage of the
Social Security Act. There is little defense for further pro-
crastination on the ground that social security extension
may save the day. This extension has seemed just around
the corner for six or eight years and whenever it comes it
will provide few excessive benefits, even when added to
annuity expectations already arranged. Regardless of
changes that may then be made in retirement plans, in-
creases in premiums paid even for only a short time lose
none of their purchasing power. To provide satisfactory
retirement pay, a working lifetime of adequate contribu-
tions is required. Each year in which the contribution is
inadequate leaves its mark on the size of the resultant
annuity.

Growth of Life Insurance Business

While it is true that the principal function of TIAA is
the funding of plans for retirement income of colleges and
closely related educational institutions, the growth of the
Association’s life insurance during the years has been con-
tinuous and, even during depression years, the amount of
insurance in force continued to increase. But the life
insurance issued by TIAA is only a small fraction of the
insurance purchased during the period of its existence by
those eligible for its contracts even though the economy of
the Association’s policies has repeatedly been clearly
demonstrated.
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staff members, the year has been close to normal for TIAA.
In fact, total figures generally are somewhat larger than
corresponding figures for 1942. Retirement plans have
been newly established at the Brookings Institution, Bryn
Mawr School, Centenary College of Louisiana, Franklin
and Marshall College, Hiram College, Moravian College,
Tower Hill School and Tufts College; and interest in the
inauguration of plans seems keener than for some years
past. Collective Insurance plans have been adopted at
Hiram College and the Municipal University of Omaha.

Newly issued life insurance policies were larger in num-
ber and amount of insurance than during 1942. Claim
payments traceable to the war were negligible. New re-
tirement annuity contracts were smaller in number but
larger in amount. Increases in premiums for retirement
annuity contracts previously issued were substantially
larger, both in number and amount.

Premium income for both life insurance and annuities
was larger than in 1942, the sum of these items exceeding
$11,000,000. In 1943, for the first time, payments to
annuitants exceeded $2,000,000. In the normal course of
events, this figure will continue to rise for many years.

The assets of the Association crossed the $150,000,000
mark in 1943.

Announcements

Dividends. The Trustees have voted to continue for 1944
the life insurance dividend methods of 1943 with the excep-
tion that benefits under Collective Insurance policies that
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have been in force a year or more will be increased 20%,
instead of 109, as heretofore, over the amounts called for
by contract. This change reflects increased reliability in
the favorable mortality experience with this new type of
insurance and makes it still more valuable to the individ-
uals insured and their employing institutions. For 1943,
as for previous years, the Association added interest at
234% on annuity accumulations that call for 224% and it
will, during 1944, augment correspondingly its annuity
payments that are calculated on an interest yield of 214 %.
Again in 1944, the Association will collect interest at only
5% on policy loans made under loan agreements which
call for 6%, interest.

Annuity Premiums for Persons in the Armed Services.
Policyholders and business officers of cooperating institu-
tions are reminded that anyone who decreases or discon-
tinues premiums for his retirement annuity contract when
entering the armed services will be eligible for a special
premium arrangement upon resumption of full premium
payments when this service ends.

For this and other reasons the Association should be
notified of all policyholders who enter the armed services.

“Blue Slips.” To economize on clerical work, the Asso-
ciation plans to send statements of accumulation of con-
tributions under retirement annuity contracts to contract-
holders every other year, instead of every year as hereto-
fore, but statements of premium payments for the year
will be continued each year. Additional information will,
upon request, be sent to anyone who needs it.
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Premiums Under Retirement Plans. Occasionally a spe-
cial situation arises in which the normal operation of an
institution’s retirement plan results in a short intermission
of retirement annuity premium payments for a class of
staff members, e.g. a change of the year of salary payments
from one beginning in September-to one commencmg with
October. The Trustees have decided that in such circum-
stances the Association should waive, to the extent neces-
sary, the provision of the retirement annuity contracts
which requires continuous payment of monthly premiums,
preserving in full the annuitant’s rights under the contract
except for the small amount of benefits corresponding to
the premium or premiums not paid. It is not contemplated
that this waiver will extend to meet intermissions of
premium payments arising from discontinuities of em-
ployment.

“Blue Slips.” To economize on clerical work the Associa-
tion is continuing the plan of sending to retirement annuity
contract holders statements of accumulations under their
contracts in alternate years, as noted in last year’s annual
report. Acknowledgments of premiums received during the
year under these contracts continue to be furnished
annually.

College Donors and Annuity Contracts. Colleges have,
from time to time, issued annuity agreements to college
donors and have thus taken on responsibilities similar to
those involved in contracting to pay annuities to staff
members. The Board of Trustees, believing that TIAA
should make available its facilities for the pooling of college
interests in life insurance and annuity risks, authorized the
officers, in their discretion, upon the application of a college
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or university, to issue an immediate or deferred annuity
contract on the life of a college donor or his immediate
dependent, provided the college is to pay the premiums.

A Donation. Pursuant to the powers granted in its
charter, the Trustees of T.I.A.A. Stock transferred $5,000
to the Association in 1944 from the accumulated income of
its endowment. This is the second gift received from the
body which owns our non-profit stock. The gift has been
thankfully acknowledged and goes to increase the unas-
signed surplus.

Financial Changes

On pages 16 and 17 the summary of the financial transac-
tions of the year is presented in the same way in which it
was submitted last year and on pages 18 and 19 appears
the balance sheet at the close of the year. Certain items
call for particular comment.

On page 19 will be found the item “Special reserve for
reduction of bond values $163,132” which represents
earnings apportioned at the close of the year to effectuate
during 194§ a more conservative valuation of callable
bonds. The establishment of this reserve accounts for a
major portion of the item “Increase of special reserves
$231,414" appearing on page 17.

Another item to be noted is the entry on page 17
“Voluntary addition to legal reserves $422,814.” During
the year there were receipts in excess of asset values from
sale and redemption of securities. Such gains are in a sense
non-recurring. It seemed to the Trustees a conservative
measure to appropriate this sum and a portion of the gains
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from other sources to strengthen the legal reserves that
support older annuity contracts.

Investment and Income

The Association’s assets continue to increase, partly
from the growth of reserves on contracts previously issued
and partly from the new business placed upon its books.
This last year the increase was $12,993,545, the largest
since 1938. During 1944 the Association subscribed to all
three of the War Loan offerings, resulting in the purchase
of a total of $6,000,000 of United States Government
bonds. All money received in connection with our Cana-
dian contracts in excess of disbursements was invested in
Victory Loans of the Dominion. Government bonds and
other high-grade securities continue at unusually low
interest rates. This condition requires constant effort by
the investment staff to resist or minimize the decline of
the average yield on our assets which stood at 3.25% in
1944; the comparable figure in 1943 was 3.26% and in
1942, 3.27%-

In order to save in the use of paper there has been
omitted from this year’s report the list of securities owned
by the Association. For those to whom this list is of inter-
est, it 1s available in separate form and will be mailed upon

request.
(J Lot (’)m-yié/:

President
February 14, 1945
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TEACHERS INSURANCE & ANNU

Financial
DURING THE
(Aeccrual
INCOME
Premiums for life insurance . . . . . . . $ 1,514411
Premiums for annuities . . . . . . . . 10,239,574
Investment income, less bond amortization,
(equals 3.2595fmes8ts) . - (AMSEIISET 0 5,230,237
Receipts in excess of asset values, from sales and
redemptions B SESeee. | AEEEREL L . 157,311
Btherreceipt MR 5 . acaadisoted | 5,452
TOTATAREGBIRTS . . ... coias o= . 317,146,985
Policy proceeds left with Association under settle-
ment-plans TR e o o GSEEEE. S o 873,140
Increase of asset values . . . . . . . . 127,063
TOTAL INGOME, . . ziSiss. - fiint hiel8:47 188
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ITY ASSOCIATION OF AMERICA

Transactions

YEAR 1944
Basis)

DISBURSEMENTS, ETC.

Payments to policyholders and beneficiaries:

Pleathibenefits', .t . wo SEESEHGETE S 501-106,855

Life annuities .
Settlement plans
Dividends .

Other payments

Operating expenses (equals 2.42%, of income)

TOTAL DISBURSEMENTS

Increase of legal reserves required for policies and

settlement plans
Voluntary addition to legal reserves
Increase of special reserves .

Increase of unassigned surplus .

GRAND TOTAL.
[17]

- 95, 221.521

$18,147,188



TEACHERS INSURANCE & ANNU

Financial

AT THE END OF

ASSETS

Pashis, WU SRS ¢ o o e RS ER09.990
Bonds:

United States Government . . . . . . 37,263,143

DomimoniofiCanada . . . oL . 11,924,311

Bolitical snbdigisionstie,.. L Sl s s ats == 448805

Publicutilicy Sttt . . SRR 57,990,812

Railroad, including equipment trust . . . 15,375,128

Industrial and miscellaneous . . . . . 15,411,091
Preferred stocks:

Publicutihicy: R Sesis = . SeEEsa . 2,378,195

Industrial and miscellaneous . . . . . 4,325,360
Mortgages:

Federal Housing Administration . . . . 10,911,135

ther IOOTEGRIRNE - . ., el kbl g 8,158,072
Begl-eatator i, |, |, CalEENETS s 55,000
Loans on TIAA life insurance . . . . . . 671,410
Premiums receivable, secured by reserves . . 357,391
Interest and rents, due and accrued . . . . 1,195,293

TOBATSASSETS o L & o et 1 9Y67.364,375
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ITY ASSOCIATION OF AMERICA

Condition

THE YEAR 1944

LIABILITIES, ETC.

Legal reserves required for:

IS Iiarance. . o . eel st 0F 00 $.13,309,082

AT YT LETES. Shar, 00 o b b SRGRRERES 0 o 138,752,880

Sertiethentinlans: .. oL LSRRI Lk 3,028,831
Dividends declared to policyholders, payable in

FOEGREY & LAY o o - R e T 168,000
Policy proceeds in process of settlement . . . 247,666
Deposits for premiums and interest not yet due . 304,133
Foreign payments and taxes withheld . . . 32,836
@therliabilities o, .. . o L& csmbmmehl 2ty 45,591
Special reserves for:

ORI CXDENSES 1o o . o 0 LB i et e e 3,904,093

Seerricyafluctuations” ' . o ceaEERE 850,000

Reduction of bond values . . . . . . 163,132
TOTAL LIABILITIES and RESERVES . . $160,806,244
Gapitales - CRBENSRE. 0 (Rl 500,000
Unassignedssurpluses - = o0 - CpnnEiie 2l 6,058,131

GRAND TOTAL $167,364,375

[19]



COOPERATING COLLEGES
& UNIVERSITIES

TIAA annuities are used in about nine-tenths of the colleges and universities
that have adopted retirement plans and fund them by means of annuity contracis. In
addition to the * Cooperating Colleges and Universities” which make up the nine-
tenths and which are listed below, there are about 100 junior colleges, private second-
ary and technical schools, and research, scientific and other institutions which
cooperate with their staff members in the purchase of TIAA annuities. At six
hundred other educational institutions, most of them without retirement plans,
TIAA policies are held by some members of the staff.

Acadia University, Nova Scotia
Adelphi College, New York
Alabama, University of

Albany Law School, New York
Alberta, University of

Albion College, Michigan

Albright College, Pennsylvania
Alfred University, New York
Allegheny College, Pennsylania
Alma College, Michigan-

American College for Girls, Turkey
American University of Beirut, Syria
Ambherst College, Massachusetts

Anderson College and Theological
Seminary, Indiana

Antioch College, Okio

Arkansas, University of

Atlanta University (including More-
house College and Spelman College),
Georgia

Augustana College and Theological
Seminary, Illinois

Aurora College, Illinois

Babson Institute, Massachusetts-

Baldwin-Wallace College, Ohio

Ball State Teachers College, Indiana

Bard College, New York

Barnard College, Columbia Univer-
sity, New York

Bates College, Maine

Beloit College, #isconsin

Bennington College, Fermont

Berea College, Kentucky

Bethany College, #est Virginia

Birmingham-Southern College, Ala.

Bishops College, University of, Len-
noxville, Quebec

Bowdoin College, Maine

Bradley Polytechnic Institute, Iiinois

Brigham Young University, Utak

British Columbia, University of

Brooklyn College of Pharmacy, N. Y.

Brown University, Rhode Island

Bryn Mawr College, Pennsylvania

Bucknell University, Pennsylvania

California Institute of Technology

Carleton College, Minnesota

Carnegie Institute of Technology,
Pennsylvania

Carroll College, #isconsin

Case School of Applied Science, Okio

Catawba College, North Carclina

Centenary College of Louisiana

Charleston, College of, South Carolina

Chattanooga, University of, Tennessee

Chicago, University of, Illinois

Cincinnati, University of, Okfo

Claremont Colleges (including Pomona

College and Scripps College),
California
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