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Charitable Donor-Advised Funds: 
A Convenient Way to Fund Your Charitable Gifts

The tax code currently provides an incentive for individuals to donate appreciated securities, instead of cash, to fund their charitable bequests. Most individuals are aware of the benefits of donating appreciated securities, but some are not. We try to remind our clients with low basis securities to consider using these securities to fund the majority of their charitable donations.   

In this article, we summarize the advantages of donating appreciated securities directly to charities and to donor-advised funds.

In most cases, taxpayers can reduce their taxable income by the amount of any charitable gift.  For example, a donor in a 40% combined federal and state tax bracket generally receives $4,000 in tax savings from a $10,000 charitable contribution.  A donation of appreciated long-term capital gain property offers even greater tax benefits because these gifts are deductible at full fair market value, effectively allowing the donor to avoid paying taxes on the appreciation.  

The following table illustrates the net cost to an individual who donates appreciated mutual funds or stock with a value of $40,000 and with $30,000 of built-in gains to a charity versus selling the shares and donating the cash:

	Tax Savings
	Gift of Mutual Fund

or Stock Shares
	Gift of Cash From Sale of Mutual Fund or Stock Shares

	Contribution amount
	$40,000
	$40,000

	Tax benefit of contribution

($40,000 *40%)
	(16,000)
	(16,000)

	Long-term capital gain

tax from sale of investment ($30,000 *15%) (a)
	0
	4,500

	Net cost of gift
	$24,000
	$28,500


       
                (a)  Assumes a 20% combined federal and state long-term capital gain tax rate.

Gifts of appreciated property can be made directly to qualified charities or individuals may choose to use a donor-advised charitable fund.  A donor-advised charitable fund offers some unique benefits: 

· it eliminates most of the paperwork of security transfers to multiple charities

· it allows donors to recognize a tax deduction for transfers made to the fund in the current tax year while transfers to individual charities can be made in the current year or in future years 

Donor-advised funds operate much like a Private Foundation without the tax return filing requirement.  Individuals can contribute cash or appreciated long-term capital gain property to the fund and receive a fair market value deduction in the year of transfer.  Once an investment is received by the sponsoring organization, it is liquidated and placed into one or more pooled accounts selected by the donor.  The donor can then use these funds to make cash gifts to one or more charitable organizations.  The gifts can be made all in one year or over several years.  When a donor wants to make a donation to a charity, he or she simply sends information regarding the gift to the sponsoring organization who, after verifying the charity’s tax-exempt status, sends a check directly to the charity indicating that it is from the donor’s account.  

Tax Note: A gift of appreciated stock to a charity can be deducted in the amount of 30% of your adjusted gross income (AGI); cash gifts to charities can be deducted for up to 50% of your AGI.  If you make a gift in excess of these amounts, you may carry forward the deduction for five years.

For more information on donor-advised fund options, please see the chart displayed below. For our clients, we can forward materials for each of these funds if you are interested.  If you are planning on donating fund shares to one of these accounts in the current tax year, we recommend that you begin the process early to assure that you receive a tax deduction for these donations in the current tax year.

	Donor-Advised Fund Options

	
	Phone
	Minimum

Contribution

to Account
	Minimum Balance

Requirement
	Minimum

Contribution

to Charity
	Annual Pooled

Trust

Admin. Fee
	Expense Ratio of Investment Options
	Managed by JLFranklin Wealth Planning?

	Schwab Fund for Charitable Giving

(Standard Account)
	(800) 

746-6216


	$10,000
	None
	$250
	1.00% for first $250,000

0.75% on next $250,000

0.50% on next $500,000

0.20% on next $14 million
	0.46% - 1.01%
	No

	Vanguard Charitable Endowment 

Program
	(888) 

383-4483
	$25,000
	$5,000
	$500
	0.57%
	0.20% - 0.29%
	No

	Marin (California) Community Foundation*
	(415) 

464-2500
	$50,000
	None
	$250
	.50%  (minimum $500)
	.65%
	No

	Jewish Community Endowment Donor Advised Philanthropic Fund
	(415) 512-6211
	$5,000
	None
	$100
	.50% for first $500,000

.20% of the amount above with an annual cap of $50,000
	.30% - 1.0% +
	No

	Schwab Fund for Charitable Giving (Asset Management Account)
	(800) 

746-6216
	$500,000
	$400,000
	$250
	1.10% for first $250,000

0.85% on next $250,000

0.55% on next $500,000

0.20% on next $14 million
	Average approximately 1% plus JLFranklin Wealth Planning management fee
	Yes

	*Community Foundations are located throughout the United States and most offer donor-advised funds.  We have selected the Marin Community Foundation as an example because of its size (3rd largest in the country) and our familiarity with the organization (Joyce Franklin is on the Professional Advisors Committee). If you decide that you want to funnel your contributions through a Community Foundation’s Donor-advised Fund, we suggest that you utilize a foundation in your area.
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