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What is a Donor Advised Fund?

A Donor Advised Fund (DAF) is a giving vehicle established through a non-profit sponsor, such
as a charitable organization under the umbrella of a financial services firm or local community
foundation. It allows donors to make an irrevocable charitable contribution on a tax-deductible
basis and direct disbursement of future grants from the fund to any IRS-qualified public charity.
Donors can contribute to the fund as frequently as they like and recommend distribution of
grants to their preferred charities when they think appropriate. A DAF can be used during the
donor’s lifetime or established as part of their estate plan.

Please be aware that minimum donation levels, administrative fees, and investment fees may
apply. It is important to consult with your tax advisor regarding your own situation.

What can I donate to a DAF?

Cash is one of many assets that can be donated to a DAF. Individuals may also donate publicly
traded securities (stocks, bonds, mutual funds, exchange-traded funds), privately held business
interests (private company stock, Limited Liability Company & Limited Partnership interests,
private equity), and non-publicly traded assets (real estate, restricted stock, life insurance,
cryptocurrency). Please note while all DAFs generally accept cash and publicly traded
securities, some may not accept or need to review the donation of privately held business interest
or non-publicly traded assets. Therefore, care should be taken in selecting the DAF sponsor prior
to establishing a DAF with the intention of donating such assets.

Generally, the most common type of asset to donate to a DAF is an appreciated asset.
Appreciated securities that have been held for more than year are donated based on fair market
value. This typically allows you to maximize your charitable donation: For example, if you sold
appreciated securities in order to donate cash you would have to pay capital gains taxes on the
difference between the fair market value and cost basis of the security (generally 15% for most
tax payers), which would reduce your overall contribution amount.

What are the benefits of donating to a DAF rather than directly to charity?

Perhaps the biggest advantage is the ability to make donations to the account and receive
immediate tax benefits for doing so, while also being allowed to disburse the money from the
accounts according to your own timetable. Grants from a DAF can be spread over many years.
This can allow the taxpayer to bundle contributions to a DAF in a manner that takes advantage of
current standard deduction amounts while awarding grants over a number of years.

Existing tax laws offer incentives to donors who contribute cash or appreciated non-cash assets.
Annual income tax deduction limits for gifts to public charities, including donor-advised funds,
are 30% of adjusted gross income (AGI) for contributions of non-cash assets held more than one
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year or 60% of AGI for contributions of cash. Donation amounts in excess of these deduction
limits may be carried over up to five tax years.

Another benefit is the ability to donate more complex assets that otherwise might not be able to
be accepted by a specific charity. Instead, you can donate these to a DAF and the DAF can
disburse funds to the charities.

Finally, DAFs are simple to establish and easy and inexpensive to use. Instead of receiving
numerous tax receipt letters from all the charities you would otherwise directly support, you
receive just one annual tax-receipt letter from the DAF sponsor.

How does the grant process work?

Most DAFs offer several methods to make charitable grants. Grants can be generally be directed
either online, through the completion of a form, or through a financial advisor that is assisting
with the DAF.

Once a grant is requested, the DAF sponsor will ensure the charity is an IRS-qualified public
charity. If the charity qualifies, the grant is completed and funds are sent. The donor can track
grants online and will receive an annual tax-receipt letter from the DAF sponsor.

What is an account successor?

When a donor initially creates a DAF account, they indicate whether upon their death the assets
in the account will be distributed to charities of their choice or whether they would like to
appoint successor advisors to continue to make grants from the account. Most donors elect to
continue the fund with their children, other heirs, or friends becoming the advisor on the account.
The donor can always alter the succession plan should circumstances or relationships change.

What is a charitable beneficiary?

A charitable beneficiary is a charitable entity that receives designated assets at the time of your
death. A donor may name a single charity, multiple charities, or their donor-advised fund as a
charitable beneficiary. Naming the DAF as a beneficiary of either beneficiary designated assets
(such as an IRA or a life insurance policy) or bequeathing a portion of other assets in your estate
to the DAF can leave a charitable legacy that can be shared by your family and heirs while
reducing your taxable estate.

Important Note: This information is provided for educational purposes only. Please consult with
your financial, tax, and legal advisors before making any charitable giving decisions to ensure
they align with your overall financial plan.



