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IMPORTANT CHANGES IN INVESTMENT STRATEGY FOR NONPROFITS

There has been an important new development in the area of stock market investments for all nonprofit organizations, both Public and Private Foundations, in the U.S. This development involves a recent Business Methods Patent issued on 12/12/2006 to Alan J. Lang of Naples, Florida. Specifically, patent number 7149712 of the U.S. Patent Office.

Basically, the patent states: 

“1. A method for financing future needs of a first party, comprising: the first party entering into an agreement with a second party to fulfill intentions of the first party, the agreement involving a monetary sum; purchasing a variable annuity contract from a third party, the variable annuity contract having a guarantee death benefit corresponding to the amount of the monetary sum and having a guaranteed increase in the death benefit, at least the guarantee death benefit and the guaranteed increase being recorded in a computer system; and the third party paying at least the guarantee death benefit to the second party upon the death of the first party, and also paying to the second party an amount calculated by the computer system, the amount being determined based on the guaranteed increase and on a timing of the death of the first party.”

”This invention relates to financial business methods and systems, and more particularly to a method and system for financing future needs or intentions upon the death of a person. Additionally, it relates to a method and system for investing long-term assets of private and public foundations and nonprofit organizations such as 501(c)(3) tax exempt charities.”

There are two reasons this patent is significant. Perhaps an analogy to the Pharmaceutical industry will help:

When one of the major drug companies discovers a new drug that is effective it will have major health benefits to people who suffer from that particular disease. Unfortunately, sometimes there are undesirable side effects.

In this case, the benefits of this patent allow nonprofits and foundations to invest in the stock market (using mutual funds) for maximum growth potential of the assets, while providing Insurance Company guarantees of both principal and annual cash flow.

The “side effects” involve either deliberate or inadvertent patent infringement possibilities by either the nonprofit or their financial advisors. 

Patent infringement is defined in 35 U.S.C. 271. A person or entity infringes a US patent when, without authority, such person or entity "makes, uses, offers to sell, or sells any patented invention, within the United States" during the term of the patent.

In this particular case, the allowed claims in the patent involve the investments used for:

1. Charitable Trusts

2. Pooled Income Funds
3. Charitable Gift Annuity
4. Charitable Lead Trust
5. Permanent Endowment Funds
If you think it would be in your best interests to explore the benefits of this new idea for your organization I urge you to inform your investment committee of this new opportunity.

Simply call me for a confidential appointment at 1-(877) 434- LANG (5264).

Best regards

Al Lang                                       
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