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Donor-Advised Funds allow you to continue
making your same donations but provide
added flexibility and (potentially) massive
tax deductions.
Donor-advised funds have become increasingly popular given
the new tax laws in 2018.
They have also become one of our favorite tax savings tips
that continues to fly under the radar.
Today, we are going to break it all down for you and explain:
1. What a Donor-Advised Fund is (in plain English!)
2. Why you should consider using a Donor-Advised Fund
3. Exactly how they work and the best way to use one

According to 1Giving USA, Americans gave over $400 billion to
charities in 2017 — a new record and an increase of 3 percent
over the previous year when adjusting for inflation.
Charitable giving is alive and well in the United States and
there is no better time than now to establish a giving plan for
your family.
But, what is the best way to donate to causes you care about?
While there are multiple vehicles you can lean on to support
philanthropic giving, we find that donor-advised funds (DAF)
tend to be the most efficient and effective giving vehicles.
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Donor-advised funds are simple, low-cost, and flexible. They
allow donors to maximize the tax benefits of charitable giving
while supporting their favorite organizations.

What Are
DonorAdvised
Funds (DAF)?

A DAF is simply an account that helps givers manage their
charitable contributions.
Through an agreement with a DAF provider, a donor creates
a specially named account (e.g., “Smith Family Fund”) to which
irrevocable contributions are made.
The donor receives an immediate tax deduction but is not
forced to make any grants right away.
They can work with their financial planner to invest and grow
the assets and recommend grants to their favorite non-profit,
501(c)(3) organizations at their leisure.

Account
Name
Cash or
Appreciated
Securities
DONO R

Grant Over Time At
Your Convenience
Investment
Management

DONOR ADVISED
FUND

Capital Gains Tax Avoidance
& Income Tax Deduction

CHARITIE S

• Contribute Assets
• Receive Immediate Tax Benefit
• Recommend Investments
• Recommend Grants
• Plan for a Charitable Legacy

Source: Schwab
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Why Use
DonorAdvised
Funds?

1. Simplicity. Unlike a 2private foundation, the donor is

not responsible for hiring attorneys and accountants
or maintaining a board of directors. The sponsoring
organization that holds the fund takes responsibility for
all the expensive administrative work, including filing
annual returns and preparing financial statements.
2. Tax Efficiency. DAF contributions provide a federal

income tax deduction of up to 50 percent of adjusted
gross income for cash contributions and up to 30
percent of adjusted gross income for appreciated
securities. Along with publicly traded securities, DAF
holders can also contribute complex assets such as
3
real estate, limited partnership interests, private
C- and S-Corp stock, and other privately held assets.
3. Flexibility. DAF holders receive an immediate tax

deduction for their contribution but, unlike a private
foundation, they are not subject to a legal minimum
payout requirement. The flexibility helps donors
maximize tax benefits while helping them be more
systematic and methodical about their giving.
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How A DonorAdvised Fund
Works

You can put three different types of assets into a donoradvised fund: cash, appreciated stock, and real estate.
When you make a donation, you receive a tax deduction based
on the value of your donation. While any donation can be
generous and advantageous for your finances, 4Cheryl
Rowling, CPA suggests that 5appreciated stock is the best way
to go when using a donor-advised fund.
Once the money is inside a donor-advised fund, you can invest
that money for growth tax-free.
If that $100,000 grows to $200,000, you now have $200,000
to gift to qualified charities of your choice. While you do not
get a tax break for your money growing from $100,000 to
$200,000, there certainly is no taxable gain on that growth.
Distributions from a donor-advised fund must be made to
qualified charities.
That means your Uncle Phillip’s Popsicle Stand for Needy Carrier
Pigeons will not qualify. However, any recognized 501(c)3
should be on the list of approved charities.
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Ways To
Use DonorAdvised Funds

The great thing about donor-advised funds is not just their tax
advantage, but their flexibility.
Once you are set up, you can make a contribution to a donoradvised fund in the year that you experience a large taxable
event (e.g., now) and decide which charity to donate to later;
you do not have to make an immediate decision about which
organization to give the money to — or when to give it.

Donor-Advised Funds offer flexibility for tax planning

For example, if you want to be charitable but you do not know
what sort of organization inspires you quite yet, you can let
the money hang out in a donor-advised fund for a decade (or
several) before you distribute it.
Letting your charitable funds grow is a strategy Warren Buffet
touts to this day.
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His thought process is that he should let his money compound
for several decades before giving it to a charity. This is because
he will be able to give more money if that is the case.
A donor-advised fund may work well if you want to give
money to a charity consistently over a long period of time as
opposed to making a one-time donation.
With a donor-advised fund, you can put in a big lump sum at
one time, and then make small distributions to your charity of
choice over time. Whatever your ideal distribution strategy is,
you can accomplish it with a donor-advised fund.
Donor-advised funds can also help you save money on taxes
when you receive a large, one-time taxable event.
One-time taxable events include lottery winnings, the sale of
a business, or the sale of a rental property. (Windfalls do not
include inheritances — as the inheritor does not usually pay
tax on gifts received.)
Donor-advised funds can also be a fantastic tool for 6lowering
taxes in retirement, including taxes on required minimum
distributions (RMDs) from individual retirement accounts (IRAs).
They can help you lower taxes on business or rental income, too.

San Diego
Giving Back

In 2017, Charity Navigator named San Diego as the 7number
one ranked philanthropic city in the U.S.
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The rapid growth of vehicles like donor-advised funds
has helped San Diego donors increase their charitable
contributions and remain at the top of the charts.

TAYLOR R.
SCHULTE, CFP ®
FOUNDER & CEO

Some of the non-profit organizations in San Diego that have
been granted to with greater frequency from donor-advised
funds include 8Challenged Athletes, San Diego Humane
Society & SPCA, Invisible Children, and the San Diego
Library Foundation.
If you have not engaged in charitable giving yet, now is a great
time to start.
And in doing so, consider the benefits — for you and for future
recipients — of a donor-advised fund.

MAKE WORK OPTIONAL IN RETIREMENT
Access FREE resources and downloads to help
you reduce taxes and invest smarter.
Type this link into your browser

definefinancial.com/resources
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DISCLOSURES
DISCLAIMER: This document is for informational purposes only and does not constitute a complete description of our investment services.
This document is in no way a solicitation or offer to sell securities. THE INFORMATION ON THIS DOCUMENT IS NOT AN OFFER BY OR
ON BEHALF OF ADVISER OR ITS AFFILIATES TO SELL OR SOLICIT AN OFFER TO BUY ANY SECURITY OR OTHER SERVICES.
The Company and its investment adviser representatives only transacts business in states where they are properly registered, or excluded or
exempted from registration requirements. Information on this document should not be construed as personal investment advice.
Nothing on this document should be interpreted to state or imply that past results are an indication of future performance. Past performance
may not be indicative of future results. Therefore, no current or prospective client should assume that the future performance of any specific
investment, investment strategy (including the investments and/or investment strategies recommended and/or purchased by adviser), or
product made reference to directly or indirectly on this web site, or indirectly via link to any unaffiliated third-party web site, will be profitable
or equal to corresponding indicated performance levels.
Different types of investments involve varying degrees of risk, and there can be no assurance that any specific investment will either be
suitable or profitable for a client’s investment portfolio. No client or prospective client should assume that any information presented and/
or made available on this document serves as the receipt of, or a substitute for, personalized individual advice from the adviser or any other
investment professional.
Historical performance results for investment indexes and/or categories generally do not reflect the deduction of transaction and/or
custodial charges or the deduction of an investment-management fee, the incurrence of which would have the effect of decreasing historical
performance results.
Diversification does not protect against loss in a declining market.
Exchange Trade Funds (ETF’s) and mutual funds are subject to risks similar to those of stocks, such as market risk, and investors that have their
funds invest in accordance with the portfolios may experience losses. The use of leverage by an exchange-traded fund or mutual fund increases
the risk to the fund. The more a fund invests in leveraged instruments, the more the leverage will magnify gains or losses on those investments.
The value of an investment and the return on invested capital will fluctuate over time and, when sold or redeemed, may be worth less than its
original cost. Additionally, fixed income (bond) ETF’s or mutual funds are subject to interest rate risk which is the risk that debt securities in a
portfolio will decline in value because of increases in market interest rates. Investments in foreign investments may incur greater risks than
domestic investments.
As part of the advisory billing process, the client’s custodian is advised of the amount of the fee to be deducted from that client’s account. On
at least a quarterly basis, the custodian is required to send to the client a statement showing all transactions and holdings within the account
during the reporting period, in addition to any advisory fees paid. Because the custodian does not calculate the amount of the fee to be
deducted, it is important for clients to carefully review their custodial statements to verify the accuracy of the calculation, among other things.
Clients should contact adviser directly if they believe that there may be an error in their statement.
We urge our clients to carefully compare the information provided on our statements to statements provided by their custodian in order to
ensure that all account transactions, holdings and values are correct and current.
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