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How to Establish and Manage a Donor Advised Fund

Donor advised funds (DAFs) have emerged as one of the fastest-growing charitable
giving vehicles in the United States, offering donors a simple, flexible, and tax-efficient
way to support their philanthropic goals. A DAF provides many of the benefits of a
private foundation while requiring significantly less administrative burden and lower
minimum contributions.

Understanding Donor Advised Funds

A donor advised fund is a charitable giving account established at a public charity, called
a sponsoring organization. When you contribute to a DAF, you receive an immediate tax II.I.I"lIIIIl
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deduction and then recommend grants from the fund over time to qualified nonprofit [
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Key characteristics:
e Immediate tax deduction upon contribution
e Investment growth potential for contributed assets
e No required minimum distributions
e Simplified administrative requirements
e Advisory privileges (not legal control) over grant recommendations

Unlike private foundations, DAFs don't require separate legal entities, board governance,
or extensive compliance obligations. Unlike direct charitable giving, DAFs allow you to
separate the timing of your tax deduction from your grant-making decisions.
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Funding Your Donor Advised Fund

Contribution types:

e Cash contributions (most common and straightforward)
Appreciated securities (stocks, bonds, mutual funds)
Private business interests
Real estate
Complex assets (artwork, collectibles, cryptocurrency)

Tax benefits:
e Cash contributions: Deduct up to 60% of adjusted gross income (AGI)
e Appreciated capital assets: Deduct up to 30% of AGI
e Carry forward unused deductions for up to five years
e Avoid capital gains taxes on appreciated assets contributed

Timing strategies: Consider "bunching" contributions in high-income years to
maximize tax benefits, then distribute grants over multiple years.




Investment Management




Grant-Making Process

Eligible recipients: Grants must go to IRS-qualified 501(c)(3) public charities or
equivalent international organizations.

Grant recommendations:
e Most sponsors have online platforms for submitting grant
recommendations
e« Minimum grant amounts (typically $50 to $500)
 Due diligence on recipient organizations
e Grant approval timeline (usually 1-2 weeks)
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. bh e One-time grants

Ef“h, AL « Recurring grants

,,,,,,,,,,, : S R~ e Multi-year pledges (where supported)

e« Anonymous grants (donor privacy maintained)

Restrictions: Cannot fulfill personal pledges, provide more than incidental
° CA PUR Eﬁ personal benefit, or support political campaigns.
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Ongoing Management and Strategy

Develop a giving strategy:
e Establish philanthropic goals and focus areas

e Create a timeline for grant distributions
e Consider involving family members in grant-making decisions
» Review and adjust strategy based on impact assessment

Succession planning:
« Name successor advisors for the account
e Consider establishing multiple DAFs for different family members

e Plan for eventual distribution of remaining funds
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Impact measurement: Work with recipient organizations to understand and
evaluate the effectiveness of your grants.
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Important Considerations

Advisory nature: While sponsors typically honor donor recommendations, they
maintain legal control and discretion over all distributions. Recommendations
can be declined if they don't meet the sponsor's guidelines.

Perpetual nature: DAFs can exist indefinitely, unlike private foundations which
may have sunset provisions. Plan for long-term management and succession.

Public charity status: Contributions to DAFs qualify for public charity deduction
limits, which are more generous than private foundation limits.

Anonymity options: Many sponsors allow anonymous grant-making, protecting
donor privacy while still enabling charitable impact.



Legal and Regulatory Framework

IRC Section 4966 Requirements

The Pension Protection Act of 2006 established specific rules governing donor
advised funds:

Sponsoring organization requirements:
e Must be a Section 501(c)(3) public charity
e Must maintain legal control and discretion over contributed funds
e Must establish written procedures for evaluating grant recommendations
e Cannot provide more than incidental benefit to donors

Prohibited transactions:
e Grants that provide more than incidental benefit to donors or related
parties
e Grants to non-functioning private foundations
e Grants to satisfy existing legal obligations or pledges
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Strategic Giving Approach:

Develop a philanthropic mission statement: Clearly articulate your charitable
goals and values to guide grant-making decisions.

Establish giving categories: Allocate your DAF across different cause areas or
geographic regions to diversify impact.

Create a grant-making calendar: Plan distributions throughout the year to
\ maintain regular engagement with charitable causes.
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Best Practices for DAF Management CA PUREfi
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Family Involvement:

Education and engagement: Include family members in learning about
charitable causes and evaluating potential grant recipients.

Succession planning: Establish clear guidelines for how the DAF will be
managed across generations.

Multiple account strategy: Consider establishing separate DAFs for different
\ family members to accommodate varying interests and timelines.
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How PUREfi Wealth Can Help PURE; i
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CONTACT US

About PUREfi Wealth

PUREfi Wealth LLC : e | Headquartered in Boston, PUREfi Wealth is
10 Post Office Square, Suite 710 S e T A O8- - an 'n.dep.endent wealth a.dv'sory bOUt.'q.ue'

; g k-l The firm is deeply committed to providing
comprehensive, multi-generational advice,
wealth planning, and investment

Boston, MA 02109

617-488-9320

management to individuals, families, and
their associated entities, and operating
under a fiercely independent and objective
fiduciary standard through a state-of-the-
art open architecture investment and

. technology platform.
@ www.purefiwealth.com

PUREfi Wealth, LLC ("PURE(fi") is a registered investment adviser with the Securities and Exchange Commission. Any reference to the terms “registered investment adviser” or
“registered” does not imply that PUREfi or any person associated with PUREfi has achieved a certain level of skill or training. A copy of PURE(fi's current written disclosure
statement discussing our advisory services and fees is available for your review upon request. The information provided is for informational purposes only and advisers should
determine for themselves whether a particular service or product is suitable for their clients’ investment needs. The information contained herein should not be construed as an
attempt to sell or solicit any products or services of PUREfi or any investment strategy. PUREfi does not provide tax, legal or accounting advice. This material has been prepared
for informational purposes only, and is not intended to provide, and should not be relied on for, tax, legal or accounting advice. You should consult your own tax, legal and
accounting advisors before engaging in any transaction. This material is proprietary and may not be reproduced, transferred, modified or distributed in any form without prior
written permission from PUREfi. PUREfi reserves the right, at any time and without notice, to amend, or cease publication of the information contained herein. Certain
information contained herein has been obtained from third-party sources and has not been independently verified. It is made available on an "as is" basis without warranty. Any
strategies or investment programs described in this presentation are provided for educational purposes only and are not necessarily indicative of securities offered for sale or
private placement offerings available to any investor. The views expressed in the referenced materials are subject to change based on market and other conditions. This
document contains certain statements that may be deemed forward-looking statements. Please note that any such statements are not guarantees of any future performance;
actual results or developments may differ materially from those projected. Any projections, market outlooks, or estimates are based upon certain assumptions and should not be
construed as indicative of actual events that will occur.
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