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a legacy fund

Definition
A legacy fund is a means by which you can use a donor advised fund to support charitable giving in the 

future. Regardless if the donor knows they want to make a gift (but are uncertain of the asset type or 

timing), or if the effort is part of an estate plan involving bequests and end-of-life planning, legacy funds 

provide the convenience of flexibility. A legacy fund is the ideal tool in the present to control future gifts.

Why Consider Creating a Legacy Fund?

1. To create your charitable legacy now but fund at some point in the future

that is convenient to you.

2. To build  a legacy of giving for your family.

3. To achieve the best tax benefits available.

4. Plan now to support your favorite causes, either in the new future or in

perpetuity after your death.

5. To explore creative financial solutions for tailoring your giving in simple,

smart, and meaningful ways.



How to Establish a Legacy Fund?

Simply complete the application to open your American Endowment 

Foundation Donor Advised Fund. There is no cost to complete and submit the 

application to AEF. If you desire to implement your legacy fund as a bequest in 

your will, sample bequest language is available on our website for you to use.
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What Assets Can Be Used?
Regardless if this is intended as a near-term gift or a bequest, almost any kind of asset can be provided, 

including cash, securities, an interest in real estate (such as commercial property or a residence), or a life 

insurance policy.

You can name American Endowment Foundation as owner and/or beneficiary of an existing or new  

insurance policy, as beneficiary of a charitable trust, or a beneficiary of your IRA, Keogh, qualified pension 

plan, profit-sharing plan, or deferred compensation plan.

In matters of bequests, we suggest that you or your trusted advisor contact us in advance so that you 

can ensure the appropriate terminology is used concerning the specific assets.

Will the Gift Be Deductible?
A charitable bequest or trust distribution is deductible for federal estate tax purposes, and there is no 

limit on the deduction your estate can claim. 

https://www.aefonline.org/brochure
https://www.aefonline.org/donor-advised-funds-bequests
https://www.aefonline.org/contact
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What if the Will or Trust is Already Written?
In the matter of bequests, you can amend a will or trust to make a gift without rewriting the entire  

document. Your attorney can prepare the simple statement, called a codicil, which adds a new bequest  

to American Endowment Foundation while reaffirming the other terms of your will. Similarly, he or she 

can prepare an amendment to your revocable trust to add us as a beneficiary for the benefit of your  

legacy fund.

a legacy fund

What’s the Difference  
Between a Will and Trust?
A will is your instruction manual to your survivors about how you want your property distributed.  

It’s a revocable, private document that only takes affect after your death.

A revocable trust (sometimes called a living trust) is a legal entity that holds assets during your lifetime, 

then transfers ownership of them — or benefit from them — upon your death. Unlike a will, a trust must 

take title to assets before it can pass them to your survivors.

There is no difference between wills and revocable trusts in how transfers from them are taxed. In some 

states, however, the probate and distribution process is simpler with a revocable trust. Your advisors can 

guide you in choosing which vehicle will work better for you.



The Important Role of Successor Advisor
For those donors who intend for a legacy fund to begin at their death, an important consideration is 

to determine who their successor advisor will be. This is the person tasked with the responsibility of 

understanding the charitable wishes and intentions of the original donor and being be able to imple-

ment that charitable legacy as the donor had desired.

However, it is not uncommon for those who are selected as successor advisors to not have a clear 

understanding of their role and opportunities once the legacy fund becomes funded and active.
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At AEF, some of the questions we hear from successor advisors who are informed of their role at the  

time of the death of the original donor include:

• “What is a donor advised fund?” 

• “How much did you say is in the account?” 

• “Can I just keep and use that money for myself?”

In an effort to avoid future confusion, it is wise for those who have created the legacy fund to discuss the 

account with the successor advisors in order to prepare them and allow for a positive experience later. 

The rationale for this includes:

1. Successor advisors are more likely to continue 

to support some or all the charities the DAF 

creators funded.  

2. It is an opportunity for donors to discuss  

with their children why charitable giving is  

important to them and why they support  

specific causes and charities.  

3. This can enable donors to pass down charitable 

values to their children and grandchildren, and 

if desired, they can even include them in giving 

decisions now so they can be prepared to  

continue to give later.

4. It can become a way for families to remain 

united after the deaths of their parents, as the 

children can continue to donate together to 

honor the memories of their parents. 

5. Some families may continue to make some 

grants together after their parents’ deaths,  

but because children may live in different areas 

or have different beliefs, they respectfully  

may make separate grants or create separate 

DAF accounts from which they can each give.  

Planning ahead to discuss various options  

is helpful. 

• “My parents left that much money for charity 

and only left me_________?” 

• “What happens if I have no idea which charities 

to give money to?”
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The Important Role of  
Successor Advisor Continued

6. When told in advance that a certain amount  

has been set aside for charitable giving instead 

of for taxes or as part of an inheritance, heirs  

are much more understanding and pleased to 

know that their family is philanthropic. This 

is especially true when testamentary gifts of 

IRA assets are made to DAFs since a significant 

amount of those assets may be diminished by a 

combination of income and estate taxes when 

received by the heirs. Thus, the remaining 

amounts from the IRA which would otherwise 

be divided among heirs would be much less 

than the full amount which would go to the DAF 

account.

By keeping these concepts front and center when selecting a successor advisor and discussing in detail 

their role, the original donor can ensure that the legacy fund will perform in the way that they wish.

7. Many families have been well-served by their 

advisors and hope that their children will  

continue to work with them, so these charitable 

assets can continue to grow and support the 

philanthropic efforts of the family. Including 

the advisors in these conversations can help 

increase the likelihood of this happening.

Legacy Funds in the Near-Term
The concept of a legacy fund does not have to rely solely on testamentary or estate 
planning concerns and a distant timeline. For those donors who are interested in 
creating a fund but are not yet able to fund it until some later date in the same year, 
an option exists.

At AEF, we refer to this as a placeholder fund. The application process is exactly the 
same as a legacy fund. This process allows the donor to complete the application in 
advance, but not have to provide an asset transfer until a later date when financial & 
tax planning considerations may be better known.
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Conclusion
We believe that starting a legacy fund today will ensure that your future  
charitable wishes will occur. Regardless if your wishes involve the near future 
or are part of an end-of-life estate planning process, American Endowment 
Foundation can assist you with any questions you may have.

a legacy fund

We look forward to answering any questions you may have. 

Contact us or visit our website to learn more.

V. 21-07

https://www.aefonline.org/contact
https://www.aefonline.org/



