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A donor advised fund generally is

a fund or account that is sponsored

by a public charity and with respect

to which the donor or someone whom
the donor designates can advise on
distributions or investments." A donor
can potentially make a contribution to
a donor advised fund, claim an income
tax charitable deduction for the
contribution in the year in which the
contribution is made, and recommend
distributions from the fund (typically to
public charities) over time.

Contributions

A donor can generally contribute

cash or other property to a donor
advised fund. The sponsoring
organization (i.e., the public charity
sponsoring the donor advised fund)
may impose limitations or conditions
on contributions. For example, a
sponsoring organization may be willing
to accept shares of a privately held
corporation only if it seems likely the
shares will be sold within some period
of time or only if the sponsoring
organization has the right to initiate
or participate in a sale of the shares.
The sponsoring organization owns
and controls the cash and other
property contributed to a donor
advised fund.?

A donor generally can deduct
contributions to a donor advised
fund to the same extent that they
can deduct contributions to other
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public charities. An individual can
generally deduct cash contributions

to a donor advised fund up to 60%

of their adjusted gross income.?

An individual generally can deduct
non-cash contributions to a donor
advised fund up to 30% of their
adjusted gross income, so long

as the individual has held the
property for more than one year

and the property isn't tangible
personal property.* (More precisely,
these percentage limitations are based
on the donor’s contribution base,
which is the donor’s adjusted gross
income calculated without regard to
any net operating loss carrybacks.®)
To the extent a donor’s contribution
exceeds the amount deductible under
the percentage limitations, the donor
can carry the excess contribution
forward for up to five years, potentially
enabling the donor to deduct some or
all of the excess contribution in a year
after the year of the contribution.®

A donor who wishes to claim an
income tax charitable deduction

for a contribution to a donor advised
fund must properly substantiate the
contribution. The donor generally must
obtain a receipt.” For a contribution

of property (other than publicly traded
securities) having a value of more
than $5,000, the donor generally
must obtain a qualified appraisal.®
The donor must obtain the receipt
and appraisal before filing the income
tax return on which they claim the
income tax charitable deduction.’
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Distributions

A donor or someone whom the
donor designates (sometimes

called a “donor advisor”) usually

may advise on distributions from

a donor advised fund.’® A donor
potentially can designate one or

more family members as donor
advisors or successor donor advisors.
Neither a donor, a donor advisor, nor
a family member of a donor or a donor
advisor may receive compensation for
advising on distributions from a donor
advised fund."

Distributions generally are made to
public charities. (A public charity is

a tax-exempt charitable organization
(i.e., a 501(c)(3) organization)

that isn't classified as a private
foundation.?) A donor advised

fund may make distributions only
for charitable purposes, and it can’t
make distributions to individuals.'

A sponsoring organization,

however, is subject to heightened
regulatory obligations when making
distributions from a donor advised
fund to anyone other than a

public charity." Accordingly, many
sponsoring organizations won't
permit distributions to persons other
than to public charities.

A donor generally cannot receive any
benefit by reason of a distribution.’
For example, a distribution generally
can’t be made for purposes

of buying a ticket enabling a

donor to attend or participate

in a charity-sponsored event.'®

A distribution to a charitable
organization to a donor has made

a pledge is generally okay
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so long as the sponsoring organization
doesn’t mention the pledge when
making the distribution, the donor
doesn’t receive any benefit because

of the distribution, and the donor
doesn’t attempt to claim an income
tax charitable deduction with respect
to the distribution.”

Investments

A donor or a donor advisor usually
may advise on the investment of

the assets in the fund."® A donor
potentially can designate one or
more family members as donor
advisors or successor donor advisors.
Neither a donor, a donor advisor, nor
a family member of a donor or a donor
advisor may receive compensation for
advising on the investment of assets
in a donor advised fund."”

If the donor contributed an equity
interest in a business in which the
donor and certain related parties
own interests, some or all of the
interest held by donor advised fund
may have to be sold or otherwise
disposed of within five years after

the contribution.?® The sponsoring
organization can request one or more
extensions (which aren’t automatically
granted), but the disposition period
can't be extended beyond ten years
after the contribution.?'

Taxation of a donor advised fund
A donor advised fund is generally
exempt from income tax.?? It generally
won't incur any tax upon the sale of
assets that it receives as a contribution
from a donor. To the extent a donor
advised fund has income that is subject
to the unrelated business income tax,

however, the sponsoring organization
may be subject to tax.?* The unrelated
business income tax may apply if

a donor advised fund has income
from a trade or business, has income
from debt-financed property, or

owns share of an S corporation.?*

(An S corporation is an entity

that’s classified as a corporation for
federal tax purposes and elects to be
taxable as an S corporation.?®) Some
sponsoring organizations won't accept
contributions of property that would
cause it to be subject to the unrelated
business income tax. Some may accept
the contribution but allocate any taxes
to the donor advised fund to which
the contribution was made.

Privacy

With a donor advised fund, a donor
can potentially maintain privacy while
fulfilling their philanthropic goals.

A donor’s contributions to a donor
advised fund aren’t subject to public
disclosure. In addition, a distribution
from a donor advised fund ordinarily
can be made without identifying
the donor, any donor advisor, or the
donor advised fund to the recipient
of the distribution.

Additional reading

For a more in-depth discussion

of donor advised funds, see

Rebecca Sterling, Donor Advised
Funds and Private Foundations (a
publication of the UBS Advanced
Planning Group). For a more in-depth
discussion of charitable giving, see
David Leibell and Nicole T. Sebastian,
Charitable Giving: Rules of the Road
(a publication of UBS Family Office
Solutions, UBS Advanced Planning
Group, and UBS Family Advisory

and Philanthropy Services).
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About the UBS Advanced Planning Group

The Advanced Planning Group consists of former practicing estate planning and tax attorneys with extensive private practice
experience and diverse areas of specialization, including estate planning strategies, income and transfer tax planning, family
office structuring, business succession planning, charitable planning and family governance.

The Advanced Planning Group provides comprehensive planning and sophisticated advice and education to ultra high net worth

(UHNW) clients of the firm. The Advanced Planning Group also serves as a think tank for the firm, providing thought leadership
and creating a robust intellectual capital library on estate planning, tax and related topics of interest to UHNW families.

Connect with us

To learn more about the Advanced Planning Group,
please contact your UBS Financial Advisor.
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Disclosures

Purpose of this document.

This report is provided for informational and educational purposes only. It should be used solely for the purposes of discussion with your UBS Financial
Advisor and your independent consideration. UBS does not intend this to be fiduciary or best interest investment advice or a recommendation that you
take a particular course of action. The information is current as of the date indicated and is subject to change without notice.

Personalized recommendations or advice.
If you would like more details about any of the information provided, or personalized recommendations or advice, please contact your UBS
Financial Advisor.

Conflicts of interest.

UBS Financial Services Inc. is in the business of establishing and maintaining investment accounts (including retirement accounts) and we will receive
compensation from you in connection with investments that you make, as well as additional compensation from third parties whose investments we
distribute. This presents a conflict of interest when we recommend that you move your assets to UBS from another financial institution or employer
retirement plan, and also when we make investment recommendations for assets you hold at, or purchase through, UBS. For more information on how
we are compensated by clients and third parties, conflicts of interest and investments available at UBS please refer to the “Your relationship with UBS”
booklet provided at ubs.com/relationshipwithubs, or ask your UBS Financial Advisor for a copy.

No tax or legal advice.
UBS Financial Services Inc., its affiliates and its employees do not provide tax or legal advice. You should consult with your personal tax and/or legal
advisors regarding your particular situation.

Important additional information applicable to retirement plan assets (including assets eligible for potential rollover, distribution

or conversion).

This information is provided for educational and discussion purposes only and are not intended to be fiduciary or best interest investment advice or a
recommendation that you take a particular course of action (including to roll out, distribute or transfer retirement plan assets to UBS). UBS does not
intend (or agree) to act in a fiduciary capacity under ERISA or the Code when providing this educational information. Moreover, a UBS recommendation
as to the advisability of rolling assets out of a retirement plan is only valid when made in a written UBS Rollover Recommendation Letter to you provided
by your UBS Financial Advisor after a review of detailed information that you provide about your plan and that includes the reasons the rollover is in your
best interest. UBS and your UBS Financial Advisor do not provide rollover recommendations verbally.

With respect to plan assets eligible to be rolled over or distributed, you should review the IRA Rollover Guide UBS provides at ubs.com/irainformation
which outlines the many factors you should consider (including the management of fees and costs of your retirement plan investments) before making
a decision to roll out of a retirement plan. Your UBS Financial Advisor will provide a copy upon request.

Important information about brokerage and advisory services.

As a firm providing wealth management services to clients, UBS Financial Services Inc. offers investment advisory services in its capacity as an SEC-
registered investment adviser and brokerage services in its capacity as an SEC-registered broker-dealer. Investment advisory services and brokerage
services are separate and distinct, differ in material ways and are governed by different laws and separate arrangements. It is important that you
understand the ways in which we conduct business, and that you carefully read the agreements and disclosures that we provide to you about the
products or services we offer. For more information, please review the client relationship summary provided at ubs.com/relationshipsummary, or ask your
UBS Financial Advisor for a copy.

Version: September 18, 2024

© UBS 2024. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved. UBS Financial Services Inc.
is a subsidiary of UBS Group AG. Member FINRA/SIPC. 2024-1655300
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