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Finding harmony in will planning

It has been suggested that gifts to 
charity—including bequests under 
one’s will—are driven largely by tax 
considerations. Experience, however, 
suggests otherwise. In truth, it is the 
desire to do good for heirs and charity, 
not financial advantage, that motivates 
the majority of charitable donors.

There can be harmony between 
family and philanthropic interests, 
allowing a donor to satisfy both 
objectives.

The following goals demonstrate 
ways in which this harmony can be 
realized.

Goal 1: Investment 
management for heirs, a gift 
to the UW Foundation

In recent times, the charitable trust 
has received increased attention as a 
financial- and estate-planning tool. 
With a testamentary charitable trust 
you specify in your will that $100,000 
or more goes to a trustee—which 
may be the UW Foundation—to be 
invested with the purpose of providing 
income for specified heirs. Although 
the Foundation charges no trustee fee, 
there are investment management fees 
charged to the trust. When the trust 
ends, the remaining trust property, 
or “remainder,” passes to the UW 
Foundation for any specified purpose. 

This is especially pertinent if the donor 
is concerned about an heir’s ability to 
manage money independently.

Goal 2: Guaranteed income 
to heirs, a gift to the UW 
Foundation 

Another way you can provide help for 
both loved ones and the UW-Madison  
is the testamentary charitable gift annuity. 
A gift annuity is a combination of 
a gift and a purchase under which, 
in exchange for a bequest of cash 
or securities, the UW Foundation 
will contractually guarantee to pay 
a specified annuity to one or two 
individuals for life. At the death of the 
last beneficiary, the remainder of the 
assets passes to us to be used for your 
selected purpose. 

Establishing an annuity. To provide 
a testamentary gift annuity for a 
selected beneficiary (or beneficiaries), 
you simply direct in your will that your 
executor transfer a specified amount 
of $10,000 or more to us in exchange 
for our agreement to make the annuity 
payments.

Goal 3: Tax-wise ways to 
pass on retirement assets

Tax-deferred retirement plan  
benefits are great sources of retirement 
income but are not always a good 
choice to pass on to children and 
grandchildren. Instead, you might 
consider using retirement plan benefits 
to fund a gift to the UW Foundation, 
with the bequests to your heirs coming 
from other estate assets. 

Retirement plan benefits left to 
children, grandchildren or other 
beneficiaries at the death of the account 
owner are subject to both income tax 
and estate tax. This combination can 
result in a tax hit of almost 60 percent 
of these benefits. Planning pointer: You 
can avoid this by naming a charity, 
such as the UW Foundation, on your 
beneficiary designation forms.

Goal 4: Instilling philanthropic 
awareness in the hearts and 
minds of heirs

Many donors find a donor-advised 
fund to be an economically attractive 
alternative to a private foundation 
and a superior opportunity to become 
involved in a long-term charitable-
giving plan. While donor-advised funds 
are usually created during a donor’s 
lifetime, it is also possible to create 
one through an estate bequest, with a 
spouse and/or other family members 
named to advise on future charitable 
distributions.

With the UW Foundation’s donor-
advised fund, you can:

•   Create a charitable fund from 
which future distributions may be 
made over many years.

•   Tap into professional asset 
management for your charitable 
dollars.

•   Receive an estate tax deduction.
•   Create flexibility for your heirs to 

make grants to the UW-Madison 
and its schools, colleges and 
departments from the fund.

Gifts to create donor-advised funds 
should be $25,000 at a minimum and 
designate at least one default use for the 
funds. Please contact the Foundation’s 
Office of Gift Planning for sample 
language and other details.

You can find harmony between 
family and philanthropic interests.



fortune changes the size of your estate, 
the bequest will change in the same 
proportion.

Example: “I give the dEsIREd 

peRCenTage of my estate to the UW 
Foundation to be used for its exempt 
purposes.”

Contingent bequest. When writing 
your will, it is important to prepare for 
the situation when a beneficiary dies 
before you or disclaims the property. 

When you think of making a gift 
to charity under your will, the outright 
bequest usually comes to mind first: 
You simply direct in your will that 
your entire interest in certain money or 
property be transferred to a designated 
charity, such as the UW Foundation. Of 
course, your estate will be entitled to 
a charitable deduction for the full fair-
market value of your gift. An outright 
bequest may be expressed either as 
a specified dollar amount or as a 
percentage of the estate assets and can 
take various forms:

General bequest. This is probably 
the most popular type of charitable 
bequest; you simply leave a specified 
dollar amount. “I give dollaR amounT 
to the UW Foundation to be used for its 
exempt purposes.”

Specific bequest. With such a 
bequest, you designate specific property 
that you want us to receive.

Example: “I give desCRipTion of 

PROPERTY to the UW Foundation to be 
used for its exempt purposes.” 

Residuary bequest. With this kind 
of bequest, you give us all—or a portion 
of—your property after all debts, taxes, 
expenses and all other bequests have been 
paid. This ensures that other beneficiaries 
will receive their bequests first.

Example: “I give the rest of the property 
I own at my death to the UW Foundation 
to be used for its exempt purposes.”

Percentage bequest. A bequest 
can also be expressed as a percentage 
of your estate or residuary estate. If 

In anticipation of such an occurrence, 
you may name us as the alternative or 
contingent beneficiary. This ensures 
that the property will pass to the UW 
Foundation rather than to unintended 
beneficiaries.

Example: “If name of benefiCiaRy 
predeceases me or disclaims any interest 
in desCRipTion of pRopeRTy, I give 
such property to the UW Foundation to 
be used for its exempt purposes.”
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Outright bequests—the simplest way to leave assets to the  
UW Foundation

This view down Campus Drive as it turns into University Avenue shows the 
Wisconsin Institutes for Discovery at the top middle left and the new Union South 
across the street to the right.

Federal estate tax modified
The gradual phase-out of the federal estate tax begun in 2001 was modified 

and extended by Congress late in 2010. The amount that is exempt from tax is 
now $5 million per person, and the top tax rate has been reduced to 35 percent. 
In addition to increasing the exemption amount, the new law generally allows 
any unused exemption amount at the death of the first spouse to be used by 
the surviving spouse and added to his or her own $5 million exemption. This 
increase in the exemption amount and the portability of any unused exemption 
between spouses should eliminate the threat of federal estate taxes for all but 
the wealthiest americans. However, unless Congress acts again these changes 
are set to expire at the end of 2012, so it is important to get in touch with your 
legal and financial advisors to explore how these changes will impact your 
financial, estate and philanthropic plans.

You can avoid a big tax hit by 
naming us on your beneficiary 

designation forms.



Dear Friends,
I hope you enjoy reading this year’s issue of Legacy.
We send this newsletter out to those who have 

indicated that the University of Wisconsin-Madison is 
part of their future planning. It may be that you have 
put the University of Wisconsin Foundation in your 
will or trust, you may have named the Foundation as a 
beneficiary of an IRA or other pension plan, perhaps you 
have named us in an insurance policy or you may have 
included us in a charitable trust or other life-income plan.

Whatever the method that you have used, we thank 
you for it. Your intentions to assist the University now 
and in the future make us all proud and will benefit 
many future generations of badgers.

This year brings some changes here at the 
Foundation. We have a new president. Mike Knetter 
joined the Foundation after sandy Wilcox retired late 
last year. And now scott T. McKinney is heading up the 
Office of Gift Planning as the senior managing director 
of that unit. I remain the vice president for legal affairs at 
the Foundation and look forward to continuing to work with our many donors 
and friends in the years to come.

sincerely,

 Russell n. Howes 
Vice President for Legal Affairs

1848 University Avenue 
Madison, WI 53726-4090
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For additional information  
contact:
University of Wisconsin Foundation 
Office of Planned Giving 
1848 University Avenue 
Madison, Wisconsin 53726-4090

Telephone: 608-263-4545 
Fax: 608-263-0781 
E-mail: uwf@supportuw.org 
Web: www.supportuw.org 

The University of Wisconsin Foundation,  
an independent, nonprofit, tax-exempt  
corporation founded in 1945, raises,  
invests and distributes gifts on behalf  
of the University of Wisconsin.

The information contained herein is offered for 
general informational and educational purposes. 
The figures cited in the examples and illustrations 
are accurate at the time of writing and are based 
on federal law as well as IRS discount rates that 
change monthly. State law may affect the results 
illustrated. You should seek the advice of an 
attorney for applicability to your own situation.

Copyright © Pentera, Inc. All Rights Reserved.

 Russell N. Howes

Scott T. McKinney


