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DONOR

A donor advised fund (DAF) is one way to organize your philan-

thropic giving and support causes that are important to you, for 

your lifetime and beyond. 

As a donor, you make a grant to a parent charity. That money 

is used to open an account—the donor advised fund—in your 

name. The charity manages the fund and distributes gifts from 

it to specific charitable organizations in response to your 

recommendation, or advice. 

Each time you want to make a gift, you specify the recipient and 

the amount. Most parent charities make every effort to approve recom-

mendations, provided the funds are going to a legitimate charitable 

purpose. Final approval for all grants rests with the parent charity.

FIRST THINGS FIRST

The gift you make to establish the fund, and any future gifts, are 

irrevocable, or nonrefundable. While this might seem to be a draw-

back, it in effect creates what you might think of as a philanthropic 

nest egg. You commit that money to 

establish or expand your philanthropic 

legacy, just as you might assign money 

to an irrevocable trust for your children, 

for example, to help them enjoy a secure 

financial future.

W   hat Is a Donor 
Advised Fund?
A donor advised fund is a gift that lets you 

keep on giving.

WHY A DONOR 

ADVISED FUND?

Donor advised funds share some characteristics with other ways you might make charitable 

gifts, but they also offer a number of unique advantages:

• Immediate and 

potentially 
substantial tax 

deductions

• Ability to gift from 

assets rather than 

just from income

• Option to give 
gifts anonymously

• Access to 
streamlined 
recordkeeping 
and minimal 
paperwork

• Consolidation 
and orga-
nization of 
charitable 
giving

• Low 
administra-
tive costs

• Benefi t 
of due 
diligence 
done on 
prospective 
receiving 
charities

HERE A DAF, THERE A DAF

Once you have decided to create a 

donor advised fund, the next important 

question is where to open it. There are a 

few criteria to consider, one or more of 

which might be a deciding factor for you. 

For example, some parent charities have 

restrictions on the types of gifts that can 

be accepted—not all charities have the 

ability to liquidate and process real estate, 

art, or other tangible personal property. 

Another key consideration is any 

special interests or requirements of the 

parent charity. For example, certain 

university-run donor advised funds 

require that a large percentage of your 

gifts be assigned during your lifetime or 

at your death to benefit the university—

which may be fine with you if supporting 

your alma mater is one of your main 

philanthropic interests. In addition, 

some charities screen out certain types 

of recipients, and some will approve 

donor-requested grants only to their 

own preselected list of charities.

Researching your options with an 

eye toward matching your individual 

requirements and objectives with the 

capabilities and missions of various 

parent charities is the best way to start 

the selection process. You may also want 

to speak with your financial adviser, or 

a representative from your fi nancial 

institution, to determine if the parent 

charities they’re most familiar with 

are a good fit for you.

FUNDING YOUR FUND

Opening your donor advised fund is, 

in most cases, a simple procedure of 

completing a form and transferring the 

initial gift to the charity. One of the 

benefits of DAFs is that they can usually 

be funded with a wide range of assets, 

including cash, personal property, and 

several types of stock, as well as gifts 

from other charitable vehicles such as a 

charitable lead trust. 

But this initial gift amount is only 

the seed money, so to speak. The assets 

in your account are invested to create 

tax-free income that can be reinvested. 

Any reinvested income increases your 

giving power and the potential benefi t 

to your chosen charities. And, of course, 

you can continue to contribute additional 

assets to your fund, on either a regular or 

irregular schedule.

YOUR PHILANTHROPIC LEGACY

A donor advised fund gives you the 

opportunity to go beyond a series of 

individual gifts—it gives you a platform 

from which to create a legacy of giving. 

When you establish your fund, you can 

name advisers and successors, who can 

be your spouse, your children, or even 

friends, allowing them to take over the 

responsibility of recommending gifts on 

your behalf. Through naming advisers, 

you can involve those close to you in your 

philanthropic efforts. And by naming 

successors, you offer your heirs a way 

to carry on supporting the causes that 

are important to you.

A DAF BY ANY OTHER NAME

Parent charities, sometimes called 

sponsoring organizations, often have 

their own specialized names for the donor 

advised fund that they offer. Some of the 

common versions are philanthropic fund, 

gift fund, and charitable endowment 

program. Regardless of what the titles 

may seem to suggest, at the end of the 

day they are all donor advised funds. 

4

D O N O R  A D V I S E D  F U N D S

5

D O N O R  A D V I S E D  F U N D S

V I R G I N I A  B .  M O R R I S  A N D  M AV I S  M O R R I S

•Making Grants

•How Charities
Work

•Creating a
Legacy

•Taxes

• Investing Options

Y O U R  G U I D E  T O  D O N O R  A D V I S E D  F U N D S
explains the essentials of this increasingly popular way to
give to charity. This handy guide puts donor advised funds in
the greater context of philanthropy, and covers specific details
including how the funds work, tax benefits, ways to choose
charities to support, and what kinds of assets you can use
to open and increase your charitable account. Also included
is helpful information comparing donor advised funds to
other charitable vehicles, including private foundations and
charitable remainder trusts.
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For many people, helping others through philanthropy is a vital component of a  
rewarding life. A meaningful existence, in this context, may include giving back to the 
community, improving the lives of those in need, contributing to scientific research, 
or supporting cultural institutions or the arts. This commitment to charitable giving  
and philanthropic involvement can take many forms, and it can work in several  
different ways—but the important common denominator is making a difference.

Living a Philanthropic Life 
The donor advised fund is part of a thriving landscape 
of giving.

foundations: The first private foundation was 
created in the early 1900s, but by 1950 there 
were 2,000 of them nationwide—a number that 
jumped to around 100,796 in 2015. 

But foundations are only one piece of the 
philanthropic picture. There are many other ways 
to give and to organize your giving, ranging from 

writing an individual check to creating a charitable 
trust or naming a charity as a beneficiary of your 
will. Whatever the method, individual US citizens 
give generously to charity each year—almost  
$316 billion in contributions in 2012. 

That money is much needed: There are over a 
million nonprofit charitable organizations in the 

Planting the seeds
Setting charitable giving goals and meeting 
them is a powerful way to become involved in 
your community and to engage your family in 
serious, thoughtful, and rewarding pursuits.

Involving your family members—children, 
grandchildren, your spouse—in your philan-
thropic goals can help you start and maintain 
a dialogue about helping others and nurture  
a shared interest in the causes you support.  
It can be a great way to get children  

started on a lifetime of involvement 
in philanthropy.

a new giving Profile 
Wealth in the US continues to shift. 

Younger people, in their late 
30s to 50s, now have almost as 
much wealth as their counter-
parts over age 65. And women 
have an increasing share of 
wealth—which is good news 
for philanthropy, as women are 
extremely active in charitable 
giving. Wealth today is less likely 
to be inherited and more likely  

to be earned, often from local 
businesses. And those who build 

their own wealth often have a special 
interest in giving back to the community. 
The changing profile of philanthropists 

influences the styles and methods of  
philanthropy that are gaining  
popularity today. 
Donor advised 
funds are one 
facet of this 
changing  
landscape  
of charitable 
giving.

a Brief historY
Philanthropy began in the US very early in the 
nation’s history. But it was not until the 20th 
century that charitable giving as we know it today 
began to be shaped—and to grow by leaps 
and bounds. One way to chart the growth of US 
philanthropy is to follow the trajectory of private 

US, of all sizes, established for a wide range  
of purposes. They support broad goals, such  
as education, protecting the environment, and 
battling diseases such as cancer. But they are  
also important on a small, community-based  
scale, for example, helping the homeless or  
building a new room for the public library.

donor advised fUnds
The stage was set for donor advised funds in 1969, when Congress 
passed the Tax Reform Act, which instituted new requirements for 
regulating and defining private foundations. Among  
the new restrictions imposed were excise 
taxes, from which public charities were 
exempt. This exemption opened the door  
to the creation of various forms of public 
charities and ways to support them,  
including the donor advised fund.

Charities are 501(c)(3)s
A charity is a nonprofit organization  
that devotes all its resources to its own 
charitable activities—most commonly 
education, promotion of health, relief  
of poverty or distress, or religious  
purposes. None of its income may be for 
the personal benefit of any member or 
trustee of the organization. Charities  
are exempt from federal income tax 
under Section 501(c)(3) of the IRS code, 
and can receive tax-deductible gifts.

Excise taxes are federal or state  
taxes imposed on the manufacture or 
distribution of certain non-essential  
consumer goods. In the context of private 
foundations, the tax is levied on any 
investment income the foundation  
accumulates on its assets.

Part of YoUr  
finanCial Plan
In addition to the emotional or spiritual benefits 
of philanthropy, charitable giving can also be an 
important part of estate planning and help you 
to create a balanced financial plan.

One factor in planning your approach to 
charitable giving is whether or not you want  
the assets you give to charity to produce income 
for you, as in the case of charitable trusts. 
Alternatively, you wish may all the income from 
investments to go to charitable causes. Donor 
advised funds are an example of the latter. All 
the money that is initially given by you, and 
any growth from investments made with those 
assets, goes to charitable purposes.

1907
The first private family 
foundation, The Russell Sage 
Foundation, is formed.

1914
The Cleveland 
Foundation, the 
nation’s first com-
munity foundation, 
is founded.

1950
2,000 private foundations 
exist in the US.

1969
The Tax Reform Act 
regulates private  
foundations and opens 
the door to other types 
of philanthropy.

1992
First major national donor 
advised program is launched.

2006
Pension Protection 
Act defines DAFs 
and enacts new 
regulations.

2011
IRS provides 
additional clari-
fication of 2006 
rules on qualified 
grantees.

Currently, there  
are more than  

217,000 donor advised 
funds in the US, making  

them the second most  
popular type of  

organized charitable  
plan, following  
only charitable  

remainder trusts.
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DONOR

A donor advised fund (DAF) is one way to organize your philan-
thropic giving and support causes that are important to you, for 
your lifetime and beyond. 

As a donor, you make a grant to a parent charity. That money 
is used to open an account—the donor advised fund—in your 
name. The charity manages the fund and distributes gifts from  
it to specific charitable organizations in response to your  
recommendation, or advice. 

Each time you want to make a gift, you specify the recipient and 
the amount. Most parent charities make every effort to approve recom-
mendations, provided the funds are going to a legitimate charitable 
purpose. Final approval for all grants rests with the parent charity.

first things first
The gift you make to establish the fund, and any future gifts, are  
irrevocable, or nonrefundable. While this might seem to be a draw-
back, it in effect creates what you might think of as a philanthropic 
nest egg. You commit that money to 
establish or expand your philanthropic 
legacy, just as you might assign money 
to an irrevocable trust for your children, 
for example, to help them enjoy a secure 
financial future.

What Is a Donor 
Advised Fund?
A donor advised fund is a gift that lets you 
keep on giving.

whY a donor  
advised fUnd?
Donor advised funds share some characteristics with other ways you might make charitable 
gifts, but they also offer a number of unique advantages:

• Immediate and
potentially
substantial tax
deductions

• Ability to gift from
assets rather than
just from income

• Option to give
gifts anonymously

• Access to
streamlined
recordkeeping
and minimal
paperwork

• Consolidation
and orga-
nization of
charitable
giving

• Low
administra- 
tive costs

• Benefit
of due
diligence
done on
prospective
receiving
charities

here a daf, there a daf
Once you have decided to create a  
donor advised fund, the next important 
question is where to open it. There are a 
few criteria to consider, one or more of 
which might be a deciding factor for you. 
For example, some parent charities have 
restrictions on the types of gifts that can 
be accepted—not all charities have the 
ability to liquidate and process real estate, 
art, or other tangible personal property. 

Another key consideration is any 
special interests or requirements of the 
parent charity. For example, certain  
university-run donor advised funds  
require that a large percentage of your 
gifts be assigned during your lifetime or 
at your death to benefit the university—
which may be fine with you if supporting 
your alma mater is one of your main  
philanthropic interests. In addition,  
some charities screen out certain types  
of recipients, and some will approve 
donor-requested grants only to their  
own preselected list of charities.

Researching your options with an  
eye toward matching your individual 
requirements and objectives with the 
capabilities and missions of various  
parent charities is the best way to start 
the selection process. You may also want 
to speak with your financial adviser, or  
a representative from your financial  
institution, to determine if the parent  
charities they’re most familiar with  
are a good fit for you.

fUnding YoUr fUnd
Opening your donor advised fund is,  
in most cases, a simple procedure of  
completing a form and transferring the 
initial gift to the charity. One of the  
benefits of DAFs is that they can usually 
be funded with a wide range of assets, 
including cash, personal property, and  
several types of stock, as well as gifts  
from other charitable vehicles such as  
a charitable lead trust. 

But this initial gift amount is only  
the seed money, so to speak. The assets  
in your account are invested to create  
tax-free income that can be reinvested. 
Any reinvested income increases your  
giving power and the potential benefit 
to your chosen charities. And, of course, 
you can continue to contribute additional 
assets to your fund, on either a regular or 
irregular schedule.

YoUr PhilanthroPic legacY
A donor advised fund gives you the  
opportunity to go beyond a series of  
individual gifts—it gives you a platform 
from which to create a legacy of giving. 
When you establish your fund, you can 
name advisers and successors, who can 
be your spouse, your children, or even  
friends, allowing them to take over the 
responsibility of recommending gifts on 
your behalf. Through naming advisers,  
you can involve those close to you in your 
philanthropic efforts. And by naming  
successors, you offer your heirs a way  
to carry on supporting the causes that  
are important to you.

a daf BY anY other name
Parent charities, sometimes called  
sponsoring organizations, often have  
their own specialized names for the donor 
advised fund that they offer. Some of the 
common versions are philanthropic fund,  
gift fund, and charitable endowment  
program. Regardless of what the titles  
may seem to suggest, at the end of the  
day they are all donor advised funds.
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YoUth discoUnt
Some aspiring philanthropists, such as chil- 
dren and young adults, may be working with 
a smaller budget than the usual minimum 
requirements. But there are still ways for them 
to open a DAF: Some sponsoring charities rec-
ognize the need to encourage giving and allow 
young people to open a DAF with a reduced 
minimum—sometimes as  
low as $2,000.

ABCDEFGHIJKLM 
NOPQRSTUVWXYZ

Your Donor Advised Fund Statement of Activity January 1 - December 31

Beginning Value 

$90,000.00 
Revenue

Contributions 

$50,000.00 

Interest and dividends from securities $9,000.00

Unrealized and realized losses on investments $10,000.00 
Total 

$159,000.00
Expenses

Grants made 

$10,000.00 

Fees 

$1,700.00
Total 

$11,700.00

Net assets this quarter $147,300.00 Grants Made
Wildlife Protection Organization $5,000.00

River Cleanup Group 
$3,000.00

Literacy for Kids 
$1,500.00

Memorial Hospital 
$250.00 

Homeless Coalition 
$250.00

Distribute my 
gifts to these 

charities

Once you’ve decided on the parent  
charity it’s time to give your fund a  
name and transfer the initial assets to 
establish it. Almost immediately, you’re 
able to start advising the parent  
charity on how you’d like that money  
given away. 

the initial  
contriBUtion
You open your account with an amount 
that must meet the minimum set by the 
parent charity. Often these minimums are 
$10,000 or $25,000, but they can be as  
high as $100,000 or more. In fact, that 
limit may be one of the reasons you 
selected the parent charity you did. 

You can amass the total required 
amount by combining several kinds of 
assets, such as cash, appreciated or 
restricted stocks, and real estate, but 
often the individual elements must be  
valued at a certain amount. Parent  
charities may impose these rules to 
streamline the process of liquidating 
the assets that aren’t already cash, as 
that’s their responsibility. In the case of 
appreciated securities, liquidation may be 
completed as quickly as the next trading 
day. Other, less liquid, gifts may take as 
long as a few months to process.

After your initial gift, you can keep  
making additional gifts to increase  
the size of your fund. At most parent  
charities, you can give as often as you  
like, but the subsequent gifts must  
usually be of a specified minimum value.

Due diligence, in this context, 
means research or investigation 
to confirm or disprove presented 
facts, usually about an organization 
or charitable project. It is always a 
necessary step in completing a  
grant recommendation.

KeePing tracK 
of YoUr gifts
One of the greatest benefits of a DAF  
is that all of the paperwork and record- 
keeping associated with charitable  
activity is managed by the parent  
charity. You receive statements, usually  
on a quarterly and annual basis, that 
detail the grants that have been made 
from your fund, as well as any gains 
earned on your fund’s investments. 

Not only does this document  
consolidate all receipts into one  
comprehensive statement, but it also  
can give you a perspective on your  
charitable giving—providing a snapshot 
of how much you are giving, and to  
whom. It’s easier than trying to piece  
this information together from your 
checkbook register at year’s end.

How a Donor Advised 
Fund Works
All you need is a place, a name, and the initial grant—and 
you’re ready to give.

what’s in a name
With a new DAF, you have two types of 
naming to do. First, you give the fund itself 
a name. Parent charities generally recom-
mend that it include your own name, as 
well as an indication of the causes that 
you support—for example, The Erin Smith 
Wildlife Habitat Fund. But you can remain 
anonymous if you prefer and select a name 
that protects your identity. 

Next, you name your advisers and 
your successors. An adviser assists you 
in recommending grants from the fund. 
Successors are named to take over all 
the fund’s responsibilities at your death, 
including recommending grants and invest- 
ments. Some parent charities allow you to 
name multiple successors who can either 
split the account equally or share respon-
sibility jointly. Some may limit how many 
future generations can advise the fund.

recommending grants
Once the fund has been created, you can 
begin to recommend grants that you would 
like to be paid out of your DAF account. 
This part of the process is what gives the 
DAF its name—the donor advises the par-
ent charity on specific gifts to be made. The 
parent charity does due diligence on the 
charity you have named, to confirm its sta-
tus as a legitimate nonprofit organization 
or purpose. The parent charity also needs 
to establish that your grant is not being 
used as payment for anything that will 
benefit you directly—such as membership 
dues, pre-existing pledges, or tuition. 

If a recommended grant is not approved, 
the parent charity will inform you of the 
decision, and the reason for it. In these 
cases, the parent charity will often help by 
suggesting related or similar organizations 
where you might redirect your grant. 

how often, how mUch
You can recommend as many grants as 
you like each year, as long as they are for 
amounts that meet the minimum set by 
the parent charity, usually in the $100 to 
$250 range. One thing to keep in mind 
is that because the donation takes a less 
direct route then when you simply write 
a check, the transaction may take a little 
longer—often up to two weeks. So, if  
you are counting on a donation to be  
processed and received by a charity by  
a certain date—for example, in time for 
a certain event or calendar 
day, you will need to  
plan for the extra  
time it might take  

for the fund to 
complete all  
the necessary 
transactions. 
This is espe-
cially true of 
end-of-year 
gifts, given  
during the busiest time for  
philanthropy professionals.

the Process, a to Z
•  You select a parent charity and give the  

necessary initial amount (or more) 
•  The parent charity liquidates noncash assets 

and provides a letter for tax filing
•  You name your fund, advisers, and successors

•  You recommend an investment  
strategy for the fund

•  You recommend a grant 
•  The parent charity does due  

diligence on the charity and makes 
sure the money is going for  
charitable purposes 

•  Once approved, the parent charity writes a check to 
the charity

•  At the end of the giving period, you get a statement 
detailing this gift

•  If the grant is not approved, the parent charity will 
inform you of the problem and may recommend  
a similar charity as an alternative

d o n o r  a d v i s e d  f U n d s
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Where you decide to create your donor 
advised fund will probably be based on a 
number of factors, including the mission 
of the parent charity, the charity’s ability 
to accept and process certain assets, the 
investment options available for your 
fund, or certain restrictions on giving  
that a charity might impose.

Although most donor advised fund 
programs follow the same basic rules and 
handle gifts in similar ways, the parent 
charity where your fund is established and 
managed, and sometimes that charity’s 
financial partner, can determine the ways 
in which your fund is handled, and how 
the assets will be or can be used.

eXtended investment 
oPtions
Some parent charities offer a more 
extended range of investment options 
than others, for example, in non-correla-
tive investments. Those are investments 
that move independently of the overall 
stock market, and include managed 
futures, hedge funds, and futures  
on commodities.

Others offer socially responsible funds, 
for investors who prefer the option to 
screen out certain types of investments, or 
who want to support socially responsible 
causes, such as the environment, in  
multiple ways.

Where to Create Your Donor 
Advised Fund
It’s your fund. Choose the right home for it.

to fee or not to fee
Just as you might choose a bank or a broker with 
reasonable or competitive fees, the amounts that 
certain charities charge to manage your donor 
advised fund might be a factor in your selec-
tion. Although the fees are almost always less 
than administering a private foundation would 
cost you, they do vary and can add up. In most 
cases fees are asset-based, and as your account 
increases in size, an accordingly smaller percent-

age of your account value is charged 
in fees. No matter the 
value of your fund, 
here are some of the 
fees that you might 
expect to see: • Charitable administration fee, calculated and

paid monthly, that diminishes with the size
of your account, and is generally no more than
1% of the account balance

• Investment fee, which is based on the way
your fund is invested

• Liquidation and transaction fees for initial
and subsequent gifts to your fund

•  Underlying mutual fund expenses, accrued
daily and deducted monthly from each
mutual fund

•  Special fees, such as processing overseas
grants, legal fees for liquidating illiquid assets,
or if you grant more than 95% of balance
within 12 months of opening an account

•  Investment adviser compensation

Some programs may also charge a one-time
set up fee, an annual account maintenance fee, 
usually around $25, or a servicing fee, usually 
0.25% of account balance, calculated and paid 
quarterly, or some combination of these fees.

Board of directors
Something else you’ll want to look at as 
you choose among charities is the makeup 
of the board of directors and trustees. 
The ideas, goals, and even personalities of 
these individuals affect the way the char-
ity is managed, set its tone, and guide its 

mission. If the board changes significantly 
or moves in a direction that is inconsistent 
with your philanthropic goals, you may 
consider rolling your donor advised fund 
to a new fund at a new parent charity. You 
can usually find information about board 
members on the organization’s website, or 
you could request member profiles from 
an organization staff member. 

giving gUidance
Charitable giving is sometimes hindered 
by the daunting task of investigating or 
researching all the various charitable 
options, doing due diligence, or finding  
the perfect match between your interests 
and the causes and the organizations that 
most closely align with them. Charities 
and foundations that manage donor 
advised funds almost always offer  
some degree of guidance in choosing 
appropriate charities. They may also  
try to introduce you to charities that  
suit your philanthropic goals. And if  
for any reason you are not able to make 
recommendations, the parent charity  
has written policies describing how they 
will allocate your gifts.

tYPes of daf Programs
Public charities are nonprofit  
organizations, often with a  
nationwide presence, 
that exist to support  
philanthropic causes  
or other public 
charities and are 
exempt from federal income tax under 
Section 501(c)(3) of the tax code.

Although some public charities have 
a specific focus, such as religious or 
educational, there are also broad-based 
organizations and foundations that 
exist to support philanthropic causes 
in general. These organizations can be 
attractive choices as parent charities 
for donor advised funds, as they offer 
you tremendous flexibility in supporting 
causes of your choice.

Financial services companies, 
including investment firms and 
mutual fund companies, 
sometimes offer DAFs as 
a special option for their 
advisory services clients. 
The program may be avail-
able through the company’s 
own foundation, or it may 
be offered through a char-
ity that works in partnership with the 
company. These programs may offer the 
benefits of expanded investment flex-
ibility and advice, and the ease of using 
assets that are already managed by the 
institution to fund your DAF.

Community foundations—more than 
650 of them nationwide—are among 
the most common places to establish a 
donor advised fund. Created to benefit  
a specific city, county, or region,  
some community 
foundations 

require that a substantial part of your 
charitable giving supports the area they 
serve. That’s sometimes referred to as 
a geographic mission. These charities 
often simplify community-based giving 
even further by offering a selection  
of opportunities for your grants, for 
example, adult literacy, afterschool 
programs, or a local park renovation.

University or alma 
mater foundations  
that offer DAFs are 
similar to community 
foundations in that part 
of your fund must go to 
support the university 
in some way. Hospital donor advised 
funds work similarly—though in some 
cases all of your grants must benefit the 
hospital, though you may advise what 
specific area of need within the organi-
zation you would like to support.

Some religious  
foundations provide 
yet another option for 
housing your donor 
advised funds. In many 
cases, the outside charities and causes 
are screened to make sure that they are 
in line with the parent charity’s values. 

groUP giving
One way to increase your giving power 
is to add your assets to a group donor 

advised fund, sometimes 
known as a giving circle. 
Several donors who share 
an interest in specific 
causes or charities pool 
their assets into a single 
DAF, supporting a common  

cause and compounding the giving 
power that any individual fund might 
have. Some groups focus on giving back 
to the community and often choose to 
focus on supporting one cause a year.

everYone hates 
PaPerworK
One of the benefits of 
DAFs is the relatively 
minimal amount of 
necessary paperwork. 
And to make things 
even easier, many par-
ent charities now offer 
extensive online access, 
which helps to make transferring assets, 
recommending gifts, and checking the  
current value of your DAF quick, easy, and 
virtually paperless.
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Choosing charities to support comes  
down to looking at two main criteria: what 
do they do and how they do it. Public 
charities that manage donor advised funds 
often pride themselves on the guidance 
and expertise they can offer on specific 
charities, causes, and organizations—and 
some will suggest alternatives when a 
recipient you recommend turns out to be 
ineligible or not a legitimate charity.

But doing your own research can be 
rewarding in its own right. It can help 
you pinpoint charitable organizations 
that do good work for the causes you care 
about—or it can open your eyes to a new 
area of philanthropy that you may not 
have considered before. 

sweet charities
A charity is a 501(c)(3) nonprofit orga-
nization that is committed to helping a 
cause, usually to benefit the public good 
in some way. Charities support people  
in all aspects of their lives, as well as  
communities, animals, the arts—the 
list goes on and on. Charities are tax 
exempt—which is the reason that  
gifts and donations to them are tax 
deductible—and must gain this status 
from the government. To check if an 
organization has charitable nonprofit 
status, you can go to Guidestar at 

Recommending Grants
Putting your donor advised fund to work wisely  
means choosing the right charities to benefit from 
your recommendations. taKe a 

Bow, or not
When one of your recom-
mended grants is approved, 
you may have the option to either 
receive recognition or give the gift  
anonymously. In the latter case, the 
receiving organization would simply get 
a check from the parent charity, with no 
specific donor mentioned. Some people 
prefer to give anonymously because it 
affords a degree of privacy and keeps gifts 
out of the public eye. 

Added benefits of anonymity can be 
keeping your name off of mailing lists  
and preventing unwanted solicitations. 
The anonymity option is one of the  
advantages of DAFs over private  
foundations, where legally each gift  
must be a matter of public record. 

Another option is to give the gift in 
another person’s name—either in their 
memory or in their honor. Some donor 
advised funds are set up entirely in this 
manner, so that all gifts from the fund are 
given in the name of a loved one.

endowing charities
In addition to recommending grants to  
be paid out of your DAF in your lifetime, 
you may also be able to endow a charity  

limitations and restrictions

Receiving organizations must fit 
one or more of these categories:

• Public nonprofits. Charitable organizations
that are tax exempt under Code Section
501(c)(3) and are public charities under
Code Section 509(a)

• Operating private foundations
• Religious or educational organizations
• Governmental agencies supporting

education, healthcare, and other
acceptable social goals

Some parent charities allow you to give to
international charities, though this will often  
cost you an additional processing fee because 
of more complicated needs for due diligence.

by naming it 
as a beneficiary 
of the DAF upon your 
death. The charity may 
either receive the entire  
balance of your fund in one grant, 
or the parent charity may pay out a 
specified amount, often designated as 5% 
of the fund’s value, on an annual basis.

donor advice
When discussing donor advised funds,  
one issue that regularly crops up is  
donor control. It is true that your initial 
gift is irrevocable, and that the parent 
charity’s board of directors has final 
approval or veto power on where money 
from your account can be given. That’s 
why it’s key to open your fund with a  
charity or foundation that is compatible 
with your values, goals, and interests,  
or is neutral enough not to inhibit your  
philanthropic goals. 

www.guidestar.org or the IRS site at 
www.irs.ustreas.gov/charities.

how to choose a charitY
Selecting a charity to support is like 
choosing any organization with which  
you are considering doing business. On 
a basic level, you should look at how the 
charity presents itself through its website, 
written communications, and its staff. 
Equally important is to review the makeup 
of the board of directors. The members 
are not only fiscally responsible for the 
organization, but set its policy and guide 
its mission. 

The documents you should read are  
its tax filings: IRS forms 990 and 1023.  
You should also obtain a copy of the  
organization’s most recent annual report 
and audit. A key number is the group’s 
overhead expenses—they should be  
reasonable relative to the overall budget. 

On a less scientific level, plain old 
word of mouth is a good way to judge and 
choose. If you’ve heard a lot about what  
a certain charity has accomplished, 
chances are your money will be put to 
good use as well.

minimUms and freQUencY
The dollar amount of each 

recommended grant, and how 
often you may recommend 

one, depend upon the 
parent charity that 

manages your 
fund. Most  
parent charities 
put no limit on 

how many gifts you 
can advise, although 

most gifts must be a 
minimum amount, usually in 

the $100 to $250 range, though 
it may be as much as $1,000 or 

more. And some parent charities 
may require an annual payout of a 

certain percentage of your 
account value. 

Parent charities follow guidelines known as 
best practices in approving grants.

Most parent charities will not 
make grants for:

• Tuition payments
• Grants to an individual
• Travel expenses
• Nonoperating private foundations
• Membership dues
• Event tickets or goods purchased at

a charitable auction
• Political candidates or parties
• To satisfy a pre-existing pledge
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SEASON LIMIT
5% PER YEAR
Endowment Fund

SEASON LIMIT
5% PER YEAR

Income Only

OPEN
SEASON

Expendable Fund

OPEN
SEASON

Income and 
Principal

matching gifts
Another way for companies to 
promote philanthropy is to offer 
matching gifts to employees’ 
existing donor advised funds. 
Matching gifts are a fairly  
common way for corporations to 
give to charity while encouraging 
their employees’ philanthropic 
involvement. A match may be 
as much as the full amount 
of the employee’s gift, or it 
may be only a percentage. But 
whatever the match amount, it’s 
a great way to increase both an 
individual’s giving power and a 
corporation’s commitment to  
giving back and helping others. 

Some More DAF Details
If you choose, you can determine to an even greater degree 
how your gifts are used to help.

When you’ve focused your charitable  
interest and chosen a charity to support, 
you may decide to recommend a grant 
without making any further specifications. 
This allows your generosity be put to work 
however the receiving charity sees fit. 
However, you may also wish to determine 
to an even greater degree exactly where 
your gift goes. 

Charities not only use donations to 
fund their programs and initiatives, but 
also to pay for less glamorous necessities 
like office space, supplies, postage for 
direct mail, and staff salaries. 

Many charities will give you the 
option of designating how 

your gift will be used—to fund mission-
specific activities, underwrite a particular 
event, or as part of a general operating 
budget. That way, for example, your gift to 
Hot Lunches for Kids could go directly to  
buying food for underprivileged children, 
to support the group’s annual fundraising 
drive, or instead to keep the lights on in 
their offices, based upon your wishes  
and recommendations.

philanthropic mission, tracking gifts, providing  
documentation needed for tax purposes, and managing  
the investment of corporate funds earmarked for giving.

Some common corporate philanthropic goals include 
supporting the local community and the communities served by 

the company, as well as involving employees in charitable giving 
and activities. Frequently companies choose to fund programs in a 

field that is related to their business, such as a health food company 
supporting nutritional research, or a technology company underwriting 

a program that provides inner city kids with computer lessons.

account value, is gifted  
to the chosen group or groups  
each year—for example, an annual  
scholarship at your alma mater. The 
remainder stays in the fund, invested with 

the goal of accumulating 
additional earnings. It is 
this anticipated growth 
that will provide the 
means for an ongoing 
legacy of charitable 
giving by you, and 
by your family  
and heirs. 

Balancing your wishes with the most urgent 
needs of the charitable organization you’re 
supporting is something to keep in mind. 
Though most charities will try to honor donor 
intentions for how gifts are used, they may 
also prefer to have as much flexibility as 
possible in using the money. 

sPend or Preserve
Many parent charities will 
allow you to spend freely 
from your DAF, using the 
value as an expendable 
resource to support charities 
of your choice, and allowing you 
to recommend as many grants as 
you like, of varying amounts (as 
long as they meet any required 
minimum) to a variety of 
charitable organizations. 
But while some parent 
charities allow you to use 
income and principal  
for recommended gifts, 
others allow you to spend 
only income.

Another way of preserving 
principal is to use your DAF as 
an endowment fund, that is used 
to support an organization of 
your choice in perpetuity. Only a 
limited amount of money, often 
in the range of five percent of the 

corPorate
donor 

advised 
fUnds

Donor advised funds 
are a personal, hands-

on way for an individual 
to give to charity, but they 

can also be a boon to philan-
thropic-minded corporations. 

Companies are often inundated 
with requests for charitable 

donations, and handling these 
solicitations while charting a meaning-

ful and effective philanthropic course 
can be a full-time job in its own right.

The parent charity that administers  
a corporate donor advised fund can offer 
the company guidance and a support  
network for organizing charitable gifting. 
This support can include assisting in 
pinpointing or clarifying an appropriate 

similar tYPes 
of fUnds

A field of interest 
fund is useful if you want  
to help in a special area, 

such as financial literacy, 
protecting wildlife, or 
finding the cure for  
a childhood illness. 
The parent charity 
makes grants from your fund to meet 
current, timely needs in that specific 
field. Some parent charities designate 
a limited selection of fields that you 
can choose from, and others leave it  
up to your interest and imagination.

Some community foundations 
offer designated funds that allow you 

to identify a specific charity or group of 
charities to receive continuing support from 

your donor advised fund. If at any point 
the organization you’ve named 

closes or changes its mission, 
the parent charity takes the 

responsibility for locating 
a different organiza-

tion that meets 
your original 

philanthropic 
focus.

financial Benefits
A company’s donor advised fund can be a resource 
for charitable giving at specific times or in certain 
circumstances. For example, creating or adding 
to a donor advised fund could be a way to donate 
stock holdings before going public. A DAF could 
also serve as a sort of philanthropic reserve fund  
in years when charitable giving is not feasible 
financially for the company. 

There are tax benefits as well: The tax deduc-
tion corporations can take on gifts to a donor 
advised funds is up to 10% of taxable income.  
Gifts of appreciated assets the company has held 
over a long term are deductible for the full fair 
market or appraised value of the asset, and capital 
gains tax on the imbedded gain is eliminated.

TA

RGETED GIVING
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MANAGERS

VALUATION AND  
DEDUCTION
Each type of asset is valued a different way.

Cash. When you give a cash gift, your 
donor advised fund will be credited with the 
total value of the gift.

Securities. Your DAF account will be  
credited with the net proceeds, minus  
liquidation costs, from the sale of the  
securities you contributed. Your deduction 
is the fair market value on the gift date.

Real estate, art, and collectibles. 
These assets will be liquidated, and the 
resulting proceeds will be added to your 
fund, minus liquidation costs and fees. Your 
deduction is the appraised value of the gift.

TAX MATTERS
Your contribution can be deducted on your 
federal income tax return for the year  
in which you make the  
contribution. It’s important  
to note that the gift date  
for tax purposes is  
determined differently  
for various types of gifts,  
including cash, securities,  
and real estate.

You can fund your DAF from a number  
of different sources. In fact, certain 
events, especially potentially taxable ones, 
such as a sudden inheritance or growth 
in your stock portfolio, might be a reason 
to think about sharing your wealth. Donor 
advised funds offer you a great deal of  
flexibility in pursuing this goal, because 
you can put many of your personal assets 
to work helping your chosen cause, not 
just cash and securities.

Tax considerations and consequences 
are paramount when deciding how to 
bankroll your fund. The tax deductions you 
are allowed depend on the type of asset 
that you’ve contributed. And since giving 
may be an ideal way to soften a tax bite, 
it’s always a good idea to consult a legal or 
tax adviser before making any gifts.

PERSONAL ASSETS
Your personal assets, including tangible 
personal property, generally fall into 
two categories: liquid and illiquid. Liquid 
assets include cash, securities, and any-
thing else that can be converted into cash 
reliably and reasonably quickly. Illiquid 
assets, such as real estate or fine art, 
require a lengthy or more complicated 
process to be converted to cash.

LIQUID
Liquid assets are the easiest to process, 
and also provide the greatest tax benefit. 
Publicly traded appreciated stock 
that you have held for more than 
one year, in particular, is 
ideal because not only 
do you receive a tax 
deduction for the 
amount of the gift, 
but you avoid paying 
any capital gains tax. 
You can transfer publicly 
traded stock directly to your 
donor advised fund account, 
where it is then liquidated 
by the parent charity.

Fund Ingredients
Your fund can be established, and enlarged, with many 
kinds of assets.

In some cases, restricted stock and 
stock in privately held companies can also 
be transferred to your fund. They are com-
plicated gifts, in part because they may be 
hard to value and in part because there 
are often limits on their sale. Processing 
gifts of this sort can take many months, 
and there are usually significant fees.

Any mutual funds can also be used to 
fund a DAF. You must simply complete 
transfer of ownership forms, which often 
require a signature guarantee.

AND NOT SO LIQUID
Some of your assets that would not  
normally be a viable way to support a  
charity can sometimes be gifted and sold 
to benefit your DAF. If the parent charity 
permits gifts such as real estate, art,  

jewelry, and other valuables, it will sell 
them and add the cash proceeds to  
your fund.

The broad flexibility you have in using 
various asset types to establish your DAF 
continues throughout the life of the fund. 
For example, you may open the fund 
with the donation of a valuable piece of 
property or the transfer of securities, 
and make subsequent additions to your 
account in cash—or vice versa.

DEFERRED GIFTS
Some gifts can be given in the future,  
generally by naming the parent charity 
of your donor advised fund as the benefi-
ciary of a qualified plan, account, trust, or 
bequest. Your donor advised fund could 
even be the beneficiary of an existing 
charitable remainder trust or charitable 
lead trust.

In the case of a life insurance policy, 
you may sign over a paid out policy or take 
out a policy with the parent charity as the 
owner and beneficiary. And using a will  
or estate plan, you may be able to endow  
a charity by giving the money to your  
DAF, which will pay out the gift upon  
your death. This will 
reduce the value of 
your estate for  
tax purposes. 

TRANSFERRING THE GOODS
Yet another way to contribute to a donor 
advised fund is to redirect funds from a 
previously existing DAF, from a private 
foundation, or from another source, such 
as a charitable remainder trust.

In the case of a private foundation, 
the donor advised fund might be a good 
choice if you’d like to eliminate the costs 
and time associated with your foundation. 
But a DAF can also be a useful tool as a 
complement to an existing foundation:  
Currently, it’s one way to meet your 
required 5% annual payout. 

Rolling over an existing donor advised 
fund to a new parent charity is usually  
as simple as completing the DAF account 
registration form for the replacement 
organization and recommending a grant 
for the balance of your existing original 
fund to the newly created fund. But not all 
parent charities permit these transfers.

PARENT
CHARITY

DONOR
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Growth
An aggressive 
approach is  
designed for  
long-term growth 
of capital

Balanced
A moderate 
approach seeks  
to balance growth 
with preservation  
of principal

Capital 
Preservation
A conservative  
approach is  
concerned with  
maintaining  
principal while  
providing a small 
degree of growth

75%  
stock funds

50%  
stock funds

25%  
stock funds

25% fixed 
income funds

50%  
fixed income 
funds

75%  
fixed income 
funds

Investment Options
The money that you give to open your donor advised fund 
is invested to increase your giving power.

are combined to achieve a specific  
investment objective. In some cases you 
can create your own individual investment 
mix from the available mutual funds, or 
you can always choose among recom-
mended asset allocation mixes. With  
some parent charities, each time you  
make an additional contribution to the 
fund, you can advise on how those assets 
are invested. And most parent charities 
allow you to reallocate your assets at least 
once or twice a year.

The charities usually offer a standard  
mix of asset allocation options—you  
can decide whether you want to invest 
aggressively, moderately, or conserva-
tively. Most parent charities offer four to 
six pools, giving you a choice among an 
income strategy, a growth strategy, and a 
strategy emphasizing fund preservation,  
as well as different combinations of these 
investing goals. Some, however, limit your 
choice to assigning a certain percentage  
to stocks and another to bonds. 

what’s right for YoU
As in all areas of investing, experts  
recommend that you make investment 
choices for your fund based on your risk 
tolerance, and in this context, on your 
anticipated grant-recommending activity 
as well.

For example, if you intend to make  
several grants annually but want to main-
tain the value of your account, you may 
choose income investments. And if your 
goal is to increase the value of your fund 
over time, you might consider choosing 
investments for long-term growth.

choices made for YoU
In some cases, you may not have a say  
in how your fund is invested. And if you 
are given a choice by the parent charity, 
and you don’t recommend an allocation 
for your fund or make your investment 
preferences known, your assets are  
usually placed in a money market fund  
or a default investment option.

tracKing YoUr  
investment retUrn
It’s important to follow how the invest-
ments in your fund are doing, though they 
are being overseen by the parent charity. 
Based upon the gains or losses in your 

portfolio, you may decide to reallocate 
some of those assets to a different  
investment pool that’s available. 

To help you track your investments,  
the parent charity may include a summary 
of your account’s gains and losses on your 
quarterly and annual statements. Some 
parent charities will also include informa-
tion on how all of their investments pools 
have performed, to assist you in making 
reallocation decisions, or in deciding 
where to invest any new assets that you 
add to your donor advised fund.

fees
Some of the fees that will be assessed  
and subtracted from the value of your  
DAF are investment management fees. 
Paid to fund or account managers, the 
fees are based on the market value of your 
DAF account assets. Fees may also be 
based on the type of investment you have 
chosen, because of the varying amounts of 
time and effort that a manager will need 
to devote to running the fund or account. 
For example, if your DAF assets are 
invested purely for capital preservation, 
the management fees will tend to be much 
lower than if your assets are being actively 
managed for growth.

If you are invested in mutual funds, the 
expense ratio reports what’s subtracted 
from the value of your account. It’s the 
percentage of a mutual fund’s current 
value that you pay to cover management 
and administrative costs. The amount you 
pay is figured by multiplying that percent-
age by the number of shares you own. 
Expense ratios vary among different types 
of funds, and among fund companies.

Income &  
Preservation

GROWTH
INCOME

GROWTH

A parent charity’s board usually pre-
approves a variety of investment choices 
to give you flexibility in how your DAF 
funds are invested. Unlike gifts that you 
give directly to charitable organizations, 
the money that you put into a donor 
advised fund can continue to grow,  
potentially creating additional funds  
that you’ll be able to give to charity. 

DAFs can be invested in different types 
of mutual funds, including money market 
funds, fixed income funds, equity funds, 
and other varieties. Some parent charities 
offer managed accounts, exchange traded 
funds, hedge funds, and other investment 
options as well. 

investment choices
Almost all parent charities offer you a pre-
approved choice of investment pools, or 
groupings of different mutual funds that 

valUe
The overall value of the combined assets in the different 
investment pools is often determined daily, but some 
parent charities determine it on a monthly or quarterly 
basis. The value of your DAF includes any realized or 
unrealized gains or losses on the portfolio of investments, 
as well as undistributed net income. That’s income earned 
on the underlying mutual funds’ portfolio of securities, 
less expenses charged by the mutual funds.

Sample Allocation Models
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BAGGAGE TO CHECK NO BAGGAGE

$

CRT

CLT
CHARITY   AIRLINES

When most people think of charitable 
giving, they usually think of individual 
donations—giving money directly to a 
nonprofit organization. One shortcoming 
of this approach, sometimes called check-
book charity, is that it can be difficult to 
document and tedious to organize for  
tax purposes. It may also result in giving 
that’s more haphazard than you’d like.

There are other more structured ways 
to give, some of which require a great 
amount of your time and energy—and 
some of which are as simple as naming a 
charity as a beneficiary of your will. But 
there is a great range in between, a range 
into which the donor advised fund falls. 

Private foUndations
Of all the philanthropic tools, private 
foundations are those most often  
compared to donor advised funds.  
They remain the traditional choice for 
donors making a significant financial 
commitment to charitable causes. An 
important similarity between DAFs 
and private foundations is that gifts 
are irrevocable. The donor does not receive any assets 
or income back from the charitable organization at any 
time—and neither do the donor’s heirs or successors.

But for those who might have considered creating 
their own foundations, DAFs are gaining new-
found attention because of their advantages, 
especially the increased tax benefits, 
the elimination of extensive 
paperwork, startup costs and 
maintenance fees, and greater 
flexibility in giving.

Tax issues are often 
paramount in the decision  
to choose a DAF. For  
starters, the tax deduction 
limit for cash donations is 
up to 50% of your adjusted 
gross income (AGI), 
whereas the limit 
is only 30% of AGI 
for gifts to foun-
dations. For gifts 
of securities to 
a donor advised 
fund, the deduc-
tion is up to 30% 
of AGI, whereas for 

Donor Advised Funds vs. 
Other Ways to Give
It used to be that your only choices were private foundations 
and trusts. Now DAFs have made the scene.

private foundations it is only 20% of AGI. 
Additionally, unlike private foundations, 
DAFs are exempt from excise taxes on 
investment income. 

easier from the start
The ease of setting up your donor advised 
fund, and the absence of startup costs, 
are other elements to bear in mind. The 
startup costs for establishing a private 
foundation can be quite extensive, some-
where in the area of $30,000. Normally, 
the setup process takes as long as several 
months—due in part to the paperwork 
that’s necessary.

Ps and Qs

Privacy is also a factor to consider. On 
many levels, being a donor-adviser gives 
you a much greater degree of privacy.  
A private foundation 
must file public forms 

about every aspect of itself, from assets,  
to completed grants, to staff. Not so with 
a donor advised fund—through which  
you can make gifts anonymously or in 
someone else’s name.

fleXiBilitY in giving
With a donor advised fund, you may also 
contribute closely held stock, if your  
parent charity is willing to accept it.  
And while there are restrictions on tax-
deductible gifts that others can give to 
your foundation, no such limits exist on 
tax-deductible gifts to a DAF. Finally,  
foundations have an annual required 
payout of 5% of the year’s income, whereas 
the great majority of DAFs have no such 
requirement.

control issUes
Donor control is arguably one of the few 
areas in which having your own private 
foundation gives you more flexibility.  
With a DAF, your role is limited to adviser, 
and the parent charity’s board of directors  
has the final say on which grants are 
awarded, as well as on how your funds are 
invested. A private foundation does have 
full control over grants to charities as  
well as over other financial decisions.

Private 
foUndations
• Tax deductions up to

30% of AGI
• Extensive paperwork

and annual filing
• Setup costs

and ongoing
management fees

• Excise taxes paid on
investment income

• All financial
details must be
on public record

donor  
advised fUnds
• Tax deductions up to

50% of AGI
• Minimal, streamlined

paperwork
• No setup costs and

minimal annual fees
• No excise taxes,

and no required
payouts

• Anonymous gifts
an option

other giving choices
Private foundations and DAFs are not, 
of course, the only choices out there.  
Here are a few other ways to give: 

Charitable remainder trust  
(CRT).  The donor or other designated 
beneficiaries receive a fixed income or
a percentage of the value of the trust’s
assets either for a set time period or for
life. When the trust ends, one or more
charities chosen by the donor receive
the remaining assets. Income tax deduc-
tions, deferred capital gains taxes, and 
reduced estate tax liability are all  
advantages of a CRT.

Charitable gift annuity.  The donor 
gives a gift of cash or assets to a charity 
in exchange for lifelong income for the 
donor or other beneficiaries. Upon the 
beneficiary’s death, the charity receives 
the remainder of the assets. The donor 
benefits from an income tax deduction, 
prorated capital gains taxes on some  
gifts, and reduced estate tax liability.

Charitable lead trust (CLT).  A 
donor’s assets are placed in trust and
income is paid to a charity for a set term.
At the end of the trust, the remainder of
the assets are returned to the donor
or the donor’s heirs. Gift, estate, and  
generation-skipping tax advantages may 
all be donor benefits.

Pooled income fund.  Multiple  
donors give irrevocable gifts to a trust 
established by a charity. The combined 
gifts are invested, and donors receive 

proportional income distributions. 
When a donor dies, that portion 
of the fund goes to the charity. 
A portion of the contribution 
is eligible for income, gift, 
and estate tax deductions, 
and donors can avoid capital 

gains taxes on a gift of 
appreciated assets.

recaP: the 
advantages of dafs

When compared to other 
charitable giving tools,  
DAFs boast a number of  
important advantages.

• No startup costs
• Greater tax advantages
• Easier recordkeeping

• No 5% distribution
requirement in
most cases

• Choice of anonymity
or recognition

• Due diligence done by
parent charity

• Guidance and support
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Though charitable giving has long been 
understood as a path to tax savings, the 
tax benefits that are available through  
a donor advised fund can be even more 
significant than those provided by  
many other philanthropic options.  
You can deduct a higher percentage of 
your gift, and more types of gifts are  
tax deductible. 

IMMEDIATE DEDUCTIBILITY
One of the great advantages of contrib-
uting to a donor advised fund is that it 
allows you some breathing space between 
giving for tax purposes and choosing 
where your actual gifts will go. You can 
give a lump sum to your DAF and take  
the full tax deduction for that year.  
The money stays in the fund where  
it accumulates tax-free investment  
earnings, until you decide where to 
recommend a grant. 

Gift dates for tax purposes vary slightly 
with the type of gift. The gift date for cash 
is the post-marked date when you mail a 
check, or the date a cash gift is wired. For 
appreciated securities, as well as for more 
illiquid assets such as privately held stock 
and real estate, the date is the day that 
the contribution is transferred into the 
parent charity’s name.

Giving you even greater flexibility  
are carry forward deductions, which 
allow you to take advantage of any tax 
deductible amounts that exceed the year’s 
adjusted gross income limitation. You  
can take an allowable deduction for five 
additional years after the year of your 
original contribution. 

TAX-DEDUCTIBILITY SPECIFICS
Cash.  The deduction is based on the cash 
amount given. Your allowed deduction is 
up to 50% of AGI in the tax year you put 
the money in your DAF.

Taxes: Issues and Implications
With a DAF, more of your money goes 
to charity and less to taxes.

Long-term securities.  For publicly 
traded stocks that you have held for more 
than one year, the deduction is based upon 
the mean value of the securities. That’s 
the average of the high and low prices on 
the gift date. Your allowed deduction is up 
to 30% of AGI.

Short-term securities  For publicly 
traded stocks and bonds that you have 
held for one year or less, the deduction  
is based on either your cost basis or fair 
market value, whichever is less. Your 
allowed deduction is up to 50% of AGI.

CROSS THESE TAXES OFF  
YOUR LIST
Estate taxes.  All contributions to your 
DAF are considered to be outside your 
estate, and are thus exempt from estate 
tax and probate. There may also be relief 
from gift tax.

Capital gains.  No capital gains are  
applicable for appreciated securities 
contributed to the account.

Excise taxes.  Unlike private foundations, 
donor advised funds are exempt from pay-
ing excise taxes on investment income.

ACCOUNT INCOME
Any income from investment growth,  
dividends, or capital gains on the  
investments in your DAF are exempt  
from taxes, but are not tax deductible. 

LIQUIDATE SECURITIES AND GIVE PROCEEDS vs.  
GIVE SECURITIES DIRECTLY TO THE PARENT CHARITY

Donating appreciated securities can mean more goes to the charity, at less cost to you.

Sell securities and donate 
proceeds to your donor 
advised fund

Donate securities  
directly to your  
donor advised fund

Current value 
of securities

$100,000 
($50,000 cost basis)

$100,000 
($50,000 cost basis)

Capital gains tax you pay 
(15% of $50,000)

$7,500 $0

Amount that goes to 
your fund

$92,500 $100,000

Your income tax savings 
(35% marginal rate)

$32,375 $35,000

Cost to you of the donation $67,625 $65,000

Cash Up to 50% of AGI in the tax year the gift is given to the DAF

Appreciated long-term securities Up to 30% of AGI in the tax year the gift is given to the DAF

Short-term securities Up to 50% of AGI in the tax year the gift is given to the DAF

TAX-DEDUCTIBILITY LIMITS

LET THE CHARITY LIQUIDATE
Giving appreciated securities directly to your parent char-
ity, instead of liquidating them and donating the proceeds, 
can be better both for you and for the charity. That’s 
because if you give the securities instead of selling them, 
you avoid paying any capital gains tax. That can mean a 
substantial reduction in your income tax. And it means 
the charity receives a larger gift. If your assets have depre-
ciated, though, you may want to sell them and add the 
proceeds to your DAF to take advantage of the capital loss.

MORE BANG FOR YOUR BUCK
In some cases, such as the gifting of tax-
deferred retirement plan benefits, you 
may be better off giving the money to your 
donor advised fund than leaving it to your 
estate or heirs. Assets held in IRAs, 401(k) 
or 403(b) plans, and Keogh plans may 
push the value of your estate above the 
tax-exempt limit. Estate taxes are always 
figured at a higher rate than the highest 
income tax rate. In addition, your heirs 
may pay income tax on any distributions 
they receive from these accounts. Together 
these taxes could add up to more than 75% 

of the inherited assets. But if your donor 
advised fund accepts gifts of these plans, 
very little will go to taxes—almost all of it 
will go to charity.

TAX PLANNING
Donor advised funds are a great way to 
benefit the causes that you care about 
while taking your own tax situation  
into account. 

The less money that goes to taxes,  
the more that goes towards helping the 
causes that you have chosen to support.
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With all the ins and outs, details and  
decisions about the best way to support 
your philanthropic goals, it may be  
easy to lose sight of the most important  
element—helping people, organizations, 
and causes that are dear to you.

Laying a framework for your personal 
philanthropy is a forward-thinking way  
of helping to make sure that your gener- 
osity makes its maximum impact, and will 
continue to help others both through your 
lifetime and those of your heirs.

Creating a donor advised fund can 
help you chart a course for giving, both in 
terms of scope and longevity. A DAF can 
exist, through many parent charities, in 
perpetuity, which means that your heirs 
can advise the fund after your death. If 
the fund is left without advisers or succes-
sors, or if you have not recommended any 
grants for a few years, many parent chari-
ties will continue making grants from your 
remaining account—gifts that are aligned 
with the area of charitable interest that 
you designated when you opened the DAF. 

when does a legacY Begin?
The idea of starting a legacy may seem  
too grandiose or self-important. But what 
it’s really about is sharing your good  
fortune—perhaps by giving back to  
the community that fostered you, or by 
helping others that are less privileged.  
In fact, there may be certain specific 
events from which you have benefited 
financially that inspire you to give back 
and share with others. 

Creating a Legacy
Your DAF, established and invested, can be the 
start of something good.

Philanthropy is important in these 
circumstances in the context of smart 
tax or estate planning—avoiding capital 
gains tax or getting deductions on federal 
income tax. But these events or times in 
your life are also likely to motivate you on 
an emotional level as well.

Establishing a donor advised fund can be an 
effective way to create a reserve fund for your 
charitable giving. Of course, as in all investment 
scenarios, it is possible that your donor advised 
fund account could decrease in value. But a 
growing number of people are finding that  
creating and managing a DAF is a useful tool  
for living a philanthropic life.

growing YoUr  
charitaBle resoUrces
In a very literal sense, a donor advised 
fund increases your charitable legacy 
because the assets that you originally  
contribute to open the fund can be 
invested for growth. As the gift is 
irrevocable, any increase in the fund’s 
value from investment income is  
tax free and assures that even more 
grants, perhaps in greater amounts, 
may be made to the charities of your 
choice—thus furthering your ability  
to support these causes.

A few of the instances that could 
be a catalyst for formalizing your 
philanthropic efforts might be:

• Receiving an inheritance
• Getting a bonus
• Exercising stock options
• Selling your business
• Updating a will or estate plan

charities as Beneficiaries
With some parent charities, instead of naming 
successors to your donor advised fund, you may 
be able to choose to gift the entire remaining 
amount of the fund to a charity or selection of 
charities upon your death—essentially, naming 
the charity as your beneficiary. Or, in many 
cases, you may be able to stipulate that 5% of 
the assets be granted annually to the charity of 
your choice after you and other original donors 
have died.

the neXt generation
Naming advisers and successors to 
your fund is a good way to involve 
family members and loved 
ones in the charities 
and causes to which 
you’re committed. 
Because your 
advisers can 
be actively 
involved in 

the grant 
recommenda-

tion process, 
asking your chil-

dren to play these 
roles allows them to  

get involved in your 
interests, and helps you 

pass on your values to them. 
  Successors, who frequently 

started out as advisers, have the 
opportunity, and the responsibility, 

of carrying the torch that you lit in your 
lifetime. They take over all the duties of 
a donor, including making contributions, 
recommending grants, and naming new 
advisers and successors.

Partner to a 
Private foUndation
If you have a private foundation, you are 
no doubt already well acquainted with 
the idea of establishing a philanthropic 
legacy. But having a foundation does not 
preclude you from adding another way to 
further your philanthropic initiatives. In 
fact, a donor advised fund can be a useful 
complement to your foundation, because 
DAFs offer flexibility in certain areas that 
private foundations do not.

For example, there may be causes or 
charities that you would like to support, 
but are unable to fund because they do  
not fall within the stated mission of your 
foundation. Or, there may be a grant that 
you would like to make anonymously 
to maintain privacy—impossible to do 
through a foundation, because all grants 
are a matter of public record. But you 
could easily make either of these types  
of grants out of your donor advised fund, 
thus expanding your charitable mission  
in whatever direction you choose.

CHARITY
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501(c)(3) is a section of the IRS code  
that determines which organizations can 
be considered public charities and are 
tax-exempt. 

Adjusted gross income (AGI) is total 
income from salary and wages, invest-
ments, and capital gains, on which a 
donor’s tax-deductibility limits are based.

Beneficiary is the charity or nonprofit 
organization that receives a grant or gift, 
directly or through another charity, from 
a donor, or an individual who receives 
income from a trust.

Carry forward deduction allows a  
donor to claim the balance of a charitable 
contribution tax deduction that could  
not be taken earlier because of a  
deduction limitation during the five  
years subsequent to the year in which  
the gift was made.

Charitable deduction is the portion 
of a gift to a qualified charity that is 
deductible from the donor’s federal 
income tax, gift tax, or estate tax.

Community foundation makes grants  
for charitable purposes in a specific 
community or region. Gifts from donors 
are held in independently administered 
endowment funds, and income earned 
by the endowment is then used to make 
grants. Most community foundations are 
classified as public charities.

Donor-adviser opens a donor advised 
fund by giving an initial donation, adds  
to it with additional funds, and has the 
power to recommend grants from the fund 
to charities of his or her choice.

Endowment is a permanently restricted 
net asset, the principal of which is  
protected and the income from which  
may be spent and is controlled either by 
donor restriction or an organization’s  
governing board.

Grant is an award of funds to a charitable 
organization. With a donor advised fund,  
a donor can recommend that a grant  
be awarded to a nonprofit of his or  
her choice.

Investment pools are the groups of  
funds in which all of the assets managed 
by a parent charity are invested, and 
which are structured to meet a  
specific investment goal. 

Nonprofit organization, or not-for-
profit organization exists to serve a 
public good rather than make a profit. Net 
earnings are not distributed to the owners 
or shareholders (as in a private corpora-

tion) or to the members, but are retained 
for the purpose for which the organization 
was established. Nonprofits include  
hospitals, universities, religious organiza-
tions, charities, voluntary organizations, 
and economic or trade associations. Not 
all are charitable in nature.

Parent charity is the organization  
that administers and manages donor 
advised funds. Investments, paperwork, 
liquidation of assets, and distributing gifts 
are all handled by the parent charity.

Private nonoperating foundation is a 
nongovernmental, nonprofit organization 
with funds (usually from a single source, 
such as an individual, family, or corpora-
tion) and a program managed by its own 
trustees or directors, established to main-
tain or aid charitable activities primarily 
through grantmaking. 

Private operating foundation is a  
private foundation whose primary purpose 
is to conduct research, social welfare, or 
other programs as determined by its  
governing body or establishment charter. 
Operating foundations use the bulk of 
their income to provide charitable  
services or to run charitable programs  
of their own. They usually make few, if  
any, grants to outside organizations. 

Public charity is a nonprofit organization 
created to support a specific philanthropic 
cause that qualifies for tax-exempt status 
under section 501(c)(3) of the IRS  
code and that receives its financial  
support from a broad segment of the  
general public. 

Public foundations are recognized as 
public charities by the IRS. Although they 
may provide direct charitable services to 
the public as other nonprofits do, their 
primary focus is on grantmaking. 

Successor is named by a donor-adviser  
to take over the responsibilities of the 
donor advised fund at the time of the 
donor’s death, including the ability to  
recommend grants and to name advisers 
and successors.

Tax deductible describes contributions, 
payments, and expenses that may be 
deducted against federal and state  
taxable income.

Tax exempt organization is exempt 
from federal income taxes, and may also 
be exempt from state and local income, 
sales, and property tax. Individuals who 
make donations to tax-exempt orga-
nizations may be able to deduct these 
contributions on their income tax return.
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DONOR

A donor advised fund (DAF) is one way to organize your philan-

thropic giving and support causes that are important to you, for 

your lifetime and beyond. 

As a donor, you make a grant to a parent charity. That money 

is used to open an account—the donor advised fund—in your 

name. The charity manages the fund and distributes gifts from 

it to specifi c charitable organizations in response to your 

recommendation, or advice. 

Each time you want to make a gift, you specify the recipient and 

the amount. Most parent charities make every effort to approve recom-

mendations, provided the funds are going to a legitimate charitable 

purpose. Final approval for all grants rests with the parent charity.

FIRST THINGS FIRST

The gift you make to establish the fund, and any future gifts, are 

irrevocable, or nonrefundable. While this might seem to be a draw-

back, it in effect creates what you might think of as a philanthropic 

nest egg. You commit that money to 

establish or expand your philanthropic 

legacy, just as you might assign money 

to an irrevocable trust for your children, 

for example, to help them enjoy a secure 

fi nancial future.

W   hat Is a Donor 
Advised Fund?
A donor advised fund is a gift that lets you 

keep on giving.

WHY A DONOR 

ADVISED FUND?

Donor advised funds share some characteristics with other ways you might make charitable 

gifts, but they also offer a number of unique advantages:

• Immediate and 

potentially 
substantial tax 

deductions

• Ability to gift from 

assets rather than 

just from income

• Option to give 
gifts anonymously

• Access to 
streamlined 
recordkeeping 
and minimal 
paperwork

• Consolidation 
and orga-
nization of 
charitable 
giving

• Low 
administra-
tive costs

• Benefi t 
of due 
diligence 
done on 
prospective 
receiving 
charities

HERE A DAF, THERE A DAF

Once you have decided to create a 

donor advised fund, the next important 

question is where to open it. There are a 

few criteria to consider, one or more of 

which might be a deciding factor for you. 

For example, some parent charities have 

restrictions on the types of gifts that can 

be accepted—not all charities have the 

ability to liquidate and process real estate, 

art, or other tangible personal property. 

Another key consideration is any 

special interests or requirements of the 

parent charity. For example, certain 

university-run donor advised funds 

require that a large percentage of your 

gifts be assigned during your lifetime or 

at your death to benefi t the university—

which may be fi ne with you if supporting 

your alma mater is one of your main 

philanthropic interests. In addition, 

some charities screen out certain types 

of recipients, and some will approve 

donor-requested grants only to their 

own preselected list of charities.

Researching your options with an 

eye toward matching your individual 

requirements and objectives with the 

capabilities and missions of various 

parent charities is the best way to start 

the selection process. You may also want 

to speak with your fi nancial adviser, or 

a representative from your fi nancial 

institution, to determine if the parent 

charities they’re most familiar with 

are a good fi t for you.

FUNDING YOUR FUND

Opening your donor advised fund is, 

in most cases, a simple procedure of 

completing a form and transferring the 

initial gift to the charity. One of the 

benefi ts of DAFs is that they can usually 

be funded with a wide range of assets, 

including cash, personal property, and 

several types of stock, as well as gifts 

from other charitable vehicles such as a 

charitable lead trust. 

But this initial gift amount is only 

the seed money, so to speak. The assets 

in your account are invested to create 

tax-free income that can be reinvested. 

Any reinvested income increases your 

giving power and the potential benefi t 

to your chosen charities. And, of course, 

you can continue to contribute additional 

assets to your fund, on either a regular or 

irregular schedule.

YOUR PHILANTHROPIC LEGACY

A donor advised fund gives you the 

opportunity to go beyond a series of 

individual gifts—it gives you a platform 

from which to create a legacy of giving. 

When you establish your fund, you can 

name advisers and successors, who can 

be your spouse, your children, or even 

friends, allowing them to take over the 

responsibility of recommending gifts on 

your behalf. Through naming advisers, 

you can involve those close to you in your 

philanthropic efforts. And by naming 

successors, you offer your heirs a way 

to carry on supporting the causes that 

are important to you.

A DAF BY ANY OTHER NAME

Parent charities, sometimes called 

sponsoring organizations, often have 

their own specialized names for the donor 

advised fund that they offer. Some of the 

common versions are philanthropic fund, 

gift fund, and charitable endowment 

program. Regardless of what the titles 

may seem to suggest, at the end of the 

day they are all donor advised funds.   
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• Creating a 
Legacy

• Taxes

• Investing Options
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explains the essentials of this increasingly popular way to 
give to charity. This handy guide puts donor advised funds in 
the greater context of philanthropy, and covers specific details 
including how the funds work, tax benefits, ways to choose 
charities to support, and what kinds of assets you can use 
to open and increase your charitable account. Also included 
is helpful information comparing donor advised funds to 
other charitable vehicles, including private foundations and 
charitable remainder trusts.
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