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Donor Advised Fund History

New York Community Trust created first donor advised fund.

Tax Reform Act provides first regulatory recognition of funds held
by a foundation that are contributed by multiple donors.

Treasury issues a regulation that creates public support test for a
public charity including community foundations

National Foundation, Inc. v. U.S., held that a donor advised fund
sponsor qualified for exemption under section 501(c)(3)

Fidelity Charitable Gift Fund received public charity status
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Donor Advised Fund History

2006 Pension Protection Act provided

more regulatory structure to Donor

Advised Funds
AlLegal definition of DAF in IRC for first time

AList of prohibited payments to donors (e.g., grants,
loans, compensation)

ANew rules about permissible grants (e.g., scholarships
must be operated separately)

AExcess business holdings rules applied to DAFs
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Donor Advised Fund Defined

“A philanthropic vehicle established at
a public charity. It allows donors to
make a charitable contribution, receive
an immediate tax benefit, and then
recommend grants from the fund over
time, generally to other public
charities.”



Donor Advised Fund Defined

PPA (legal): 3 characteristics required
to meet the legal definition:

ASeparately identified with reference to the
contribution of a donor or donors

AOwned and controlled by a sponsoring
organization

ADonor or appointee must have, or reasonably
expect to have, advisory power with regard
to fund'’s investments and/or distributions
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Donor Advised Fund Growth Metrics

Table 2: Donor-Advised Fund Growth Compared with Private Foundation Growth

2014 2015 2016
Donor-Advised Funds
Number of DAFs 240,960 266,584 284,965
Assets $69.98 $77.63 $85.15
Grantmaking $12.32 $14.26 $15.75
Private Foundations*
Number of foundations 79,729 81,483 83,276
Assets 712.45 $728.83 $752.50
Grantmaking 41.27 $43.73 $45.15*

[talics indicate an NPT estimate using compound annual growth rate for 2011 - 2014.
* The Foundation Center uses the term “independent foundation” for non-corporate private foundations.

Sources: NPT Donor-Advised Fund Report for donor-advised funds; Giving USA 2017; Foundation Center for foundations,
except where estimated by NPT as noted.

" Data from National Philanthropic Trust 2016 Donor Advised Fund Report GREATER HOUSTON
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Donor Advised Fund Growth Explained

Easy to establish, no cost to set up, no lead time

Easy to use — online access and grant recommendations

Gifts are tax deductible as gifts to public charities,
earnings are tax-exempt

Fund advisor recommends grants to qualified U.S.
charities
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Donor Advised Fund Growth Explained

Fund advisor gets the recognition just as with a direct gift

Ability to name successor advisors, no generational limit
with most DAFs

Low minimum account size

Confidential

—ae GREATERHOUSTON
&)\ COMMUNITY FOUNDATION
\ Expanding Philanthropic Impact




Donor Advised Fund Growth Explained

No payout requirement

No excise tax

Using administrative expertise of fund sponsor — no need
for separate governance policies, insurance, etc.

Fewer technical compliance rules
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Donor Advised Fund Growth Explained

Increased investment flexibility — opportunity to
recommend third party investment advisor

Highly visible examples of very large DAF gifts

Can fund with wide range of assets

——— GREATERHOUSTON

——— - @ COMMUNITY FOUNDATION
( \j ) Expanding Philanthropic Impact




i 1

Why select a Private Foundation?

AMore direct control, especially of investments
AUnusual grant making patterns
ACompensation opportunities

AMore formal governance structure
AStructure for family legacy

ANew less expensive administrative options

ASocial status
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DAFs combined with Private Foundations

AProvide next generation with a separate platform
to fund their own philanthropy

ASeparate fund to engage spouses

ASeparate out non-strategic giving from
Foundation

AFunds as thank you to Foundation directors

AMaximize tax deductions based on nature of
assets
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Donor Advised Fund Fees
AGenerally two fees apply - | KEGE
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