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Philanthropy today
As the nation and the economy 
recover from the novel coronavirus 
pandemic, philanthropy has an 
important role to play. This issue 
of Trusted Insights offers two 
stories on that theme. The first 
is about the billionaire who has 
successfully given most of his 
money away during his lifetime, 
Chuck Feeney. The second concerns 
steps that may be taken by donors 
of restricted charitable gifts to 
see to it that their restrictions are 
honored after their death.

According to Giving USA, 
charitable gifts totaled a record 
$449.64 billion in 2019. We can 
hope for a new record in 2020, as 
the need is greater than ever.

How is your business holding up in 
these trying times? Is there a way 
for us to help? When your clients 
are in need of fiduciary services, 
we hope you will keep Webster 
Private Bank in mind. If you have 
ideas for our future coverage in 
Trusted Insights, we welcome them.

Timothy H. Throckmorton, JD, LL.M.
Director of Fiduciary Services

Eileen Cahill, SVP
Director of Financial Planning
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If you have ever traveled through an international airport, you have probably 
noticed the opportunity to make a purchase “duty free.” There is an 
extraordinary story of philanthropy that arises from that chain.

Chuck Feeney was born in New Jersey in 1931 during the Great Depression. He 
served in the Air Force during the Korean War and used the GI Bill to attend 
the Cornell School of Hotel Administration. He and fellow Cornell alum Robert 
Miller founded the Duty Free Shoppers Group in 1960 to sell liquor, tobacco, 
and other luxury goods to tourists and American servicemen. The idea was  
a smashing success. According to a Forbes article, in 1967 DFS paid dividends 
to Feeney of $12,000. Ten years later, the annual payout had grown to  
$12 million. 

But Feeney did not want all the money for himself. In 1984 he founded the 
Atlantic Philanthropies and transferred to it his entire stake in the DFS 
Group. He conducted his charity anonymously. Rather than put his name on 
buildings, Feeney would leverage his donations, getting other wealthy people 
to join in a project or get matching funds from government. His philanthropy 
continued substantially in secret and under the radar until DFS Group was 
sold in 1996. The share going to Atlantic Philanthropies was $1.63 billion.

Feeney’s great plan was to give essentially all of his money away during his 
life. To that end, Atlantic Philanthropies had a termination date in 2020, by 
which time all of its funds needed to be expended. That day came this past 
September, and the foundation has now closed. Over the years Feeney gave  
$8 billion to charity. However, he is not entirely without resources, he did 
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How to enforce the donor’s intent 
for a charitable gift
Universities are happy to accept large donations, but they 
are not so happy when donors put strings on the money. 
Often the money is accepted anyway. The question that the 
donor must resolve is how his or her restrictions on a large 
donation will be policed and enforced. Two recent cases may 
be instructive.

Case One: James Bellamy was an expert in classical Arabic 
literature. He joined the Department of Near Eastern 
Studies at the University of Michigan in 1959, became a full 
professor in 1968, and continued teaching there until his 
retirement in 1995.

In 1998 Professor Bellamy created the Bellamy Trust for the 
management of his estate. In 2011 the trust was amended 
“to endow a full professorship, named after the Grantor, 
in the field of medieval classical Arabic literature” at the 
University of Michigan. Negotiations between Bellamy and 
the University were undertaken with the supervision of a 
lawyer in 2011, and a gift agreement was struck matching 
the terms of the trust. If there was no one on staff that met 
the qualifications, the University was obligated to look for 
an outside applicant.

Professor Bellamy’s colleague and friend, Trevor Le Gassick, 
was the trustee of the trust and eventually the executor 
of Bellamy’s estate after he died in 2015. Le Gassick 
transferred $2.5 million to the University in February 2016 to 
endow the professorship, and another $1 million in July 2016 
to fund a graduate student fellowship.

When the University advertised for applicants for the 
Bellamy Chair, the notice stated the position was for 
an assistant professor, not the full professorship as 
promised in the gift agreement. The trustee protested, the 
advertisement was pulled, and Professor Ali, who already 
worked in the department, was hired. However, Ali did 
not have the requisite qualifications, a fact attested to by 
other faculty members. What’s more, on the day that Ali 
was appointed, the trustee heard the department chair 

Giving while living . . . continued

reserve about $2 million for himself and his wife.

Before there was The Giving Pledge established by Bill and 
Melinda Gates and Warren Buffett, there was Chuck Feeney. 
Both Gates and Buffett claim Feeney as the inspiration for 
their commitment to give half of their wealth to charity, 
and their drive to have all wealthy persons make a similar 
pledge. Feeney is the philanthropist that few have heard of, 
because he hates publicity.

How is The Giving Pledge coming along? As of 2020, there 
are 211 pledgers in 24 countries who have promised that half 
of their wealth will go to charity. Mr. Feeney recommends 
they not limit their giving to 50%, and that they make their 
gifts during life, not after death. Only in that way can they 
get the satisfaction of seeing the good that their money  
has achieved.

GIVING PRIORITIES

Through his Atlantic Philanthropies Chuck Feeney 
made over 6,500 grants to nearly 2,500 grantees. 
The average grant was $1,200,000, and total grants 
came to $8 billion. Roughly half of the money was 
distributed in the U.S. Atlantic Philanthropies reported 
these categories of distribution:

Category Grant totals 
(millions)

Knowledge, research and 
innovation $3,737

Human rights and reconciliation $871
Aging $736
Health $706
Atlantic Fellows $660
Children and youth $658
Cross-program $199
Other $434
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Ron Van Den Heuvel’s father founded VHC in 1985 
to provide services to the paper manufacturing 
industry. Ron worked at VHC and founded two of its 
subsidiaries. Between 1997 and 2013, VHC advanced 
$111 million to Ron and his companies. The debt 
grew to $132 million, including interest, and only 
$39 million would ever be repaid.

As the prospects for the profitability of Ron’s 
ventures began to fade, in 2004 VHC began writing 
off its payments to Ron as “bad debts,” ultimately 
writing off $95 million by 2013. On audit, the IRS 
rejected all but $3 million of the deductions.

The Tax Court agreed with the IRS, saying that 
Ron and VHC lacked a bona fide debtor/creditor 
relationship, so there were no “debts” to be  
written off.

In 2004, VHC’s banker had insisted that VHC itself 
join in guaranteeing Ron’s debts to the bank. VHC 
did so. In the Tax Court, VHC argued that to protect 
its lines of credit its forgiveness of the loans to Ron 
was essential, an ordinary and necessary business 
expense. The Tax Court determined that VHC had 
neither met its burden to substantiate its claimed 
business expenses nor established that the claimed 
business expenses, if substantiated, qualified for 
the deduction.

The Seventh Circuit Court of Appeals has affirmed 
the Tax Court’s judgment in every respect [VHC 

Inc. v. Commissioner, CA-7, No. 18-3717].

say that “the motive behind Professor Ali’s appointment 
was to alleviate Department budget issues by having the 
Bellamy Trust rather than the Department pay Professor 
Ali’s salary.” The University evidently intended to move 
away from teaching classical Arabic literature and wished 
to add Bellamy’s gift to its general fund.

Trustee Le Gassick sued the University for breach of 
contract, breach of fiduciary duty, and for failing to loyally 
honor Professor Bellamy’s wishes. The University asked 
for summary judgment, saying that Le Gassick had 
no standing to bring such a lawsuit. Once the gift was 
complete, a new trust was created to manage the money, 
one entirely under the University’s control. The lower 
court granted that motion.

The Michigan Court of Appeals later reversed. The 
relevant law permits lawsuits to enforce a charitable 
trust by “the settlor, a named beneficiary, or the attorney 
general of this state, among others.” The trustee falls 
into that final category. As the fiduciary for Bellamy’s 
estate, Le Gassick had a duty to see to it that the terms 
of the gift were adhered to. The summary judgment was 
reversed and the case returned to the lower court for 
additional proceedings.

Case Two: Sherlock Hibbs, a 1926 graduate of the 
University of Missouri, served in World War II and then 
went on to a successful career in finance. During his 
career he observed the fundamental importance of free 
markets, private property, and limited government. Hibbs’ 
will provided $5 million to the University of Missouri, with 
the stipulation that the money would be used to endow 
three chairs and three distinguished professorships 
limited to “dedicated and articulate” disciples of free 
market economist Ludwig von Mises and his Austrian 
School of Economics. Hibbs died in 2002.

The will included an unusual enforcement clause, to 
see that the donor’s directive would be implemented. 
If the University of Missouri should fail to honor his 
wishes completely, the bequest passes to a contingent 
beneficiary, Hillsdale College. Hillsdale took the 
responsibility very seriously, and it filed suit against 
the University of Missouri for its failure to comply. The 
University allegedly found the directives “distasteful” 

and was concerned that its Business School could be “held 
hostage by a particular ideology.” Hillsdale hired former 
Missouri Governor Jay Nixon to represent it in the lawsuit.

Eventually a settlement was reached, and the two colleges 
split the fund, which had grown to some $9.2 million. 
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Briefly noted
An e-mail exchange  
may constitute a written 
separation agreement
The Marine Corps Manual requires all 
marines to support their families. In the 
event of marital separation, a marine 
is expected to abide by any written 
separation agreement. In the absence of 
a written agreement, the marine must 
pay his or her ex-spouse half of his or her 
housing allowance, or two-thirds of it if 
there is a child.

Adam and his wife separated in late 

2014, with his former wife taking custody 
of their child. Two-thirds of Adam’s 
housing allowance came to $1,980 per 
month, which he rounded up to $2,000. 
In December Adam’s ex wife asked 
him via email for $3,671.95 for financial 
support. Adam responded via email that 
he had already deposited $5,000, which 
covered his obligation for November, 
December, and half of January.

During 2015, Adam continued to pay 
family support of $2,000 per month. 
On his tax return Adam deducted that 
amount as an alimony payment. The 
IRS denied the deduction because there 
was no written separation agreement, 
as required by the tax law. An additional 

$5,853 in tax was due, said the Service.

The Tax Court now holds that the email 
exchange was sufficient to be regarded 
as a written separation agreement, 
because it clearly spelled out the 
obligation that Adam had undertaken. 
However, while alimony was deductible, 
child support was not. Only a portion of 
the $2,000 monthly payment could be 
characterized as alimony. That portion, 
the Court concluded, was the one-half of 
monthly housing allowance stipulated by 
the Marine Corps Manual [Adam Jordan 
Winslow v. Commissioner, T.C. Summ. 
Op. 2020-22]. Note that alimony is not 
presently deductible after the Tax Cuts 
and Jobs Act of 2017.
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