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Philanthropy Northwest's Position

We favor regulation to increase transparency and payout of donor-advised funds to
increase the availability of philanthropic resources to underserved communities.
Beyond reforms, we also support increased education and research to help us deepen
understanding of complexities and considerations to inform our stance on proposals.

Background

Donor-advised funds (DAFs) are a type of donor giving account housed at some public
charities, including many community foundations and the nonprofit arms of
commercial financial firms — collectively known as DAF sponsors. After setting up an
account, a donor puts tax-deductible donations into their DAF, which is invested while
they recommend grants out to nonprofits over time. DAFs do not appear to have
increased charity overall,' but they are an increasingly popular tool among wealthier
donors, holding $229 billion as of 2022.2 Many DAFs fund good causes and are
managed by sponsors with best practices in place. But many others are falling short,
due to loopholes that limit DAFs' accountability to communities and require reform:

 Donations put into DAFs count as charitable tax deductions, but DAFs never
have to give the funding to charity. Some DAFs are generous, but others provide
little for communities. More than one-fifth of sponsors have DAF payouts averaging
under 5% per year.®> One survey found that 22% of DAFs made no grants in the first
three years of the COVID-19 pandemic, while another 23% gave less than 5%.* Some
sponsors allow DAFs to sit idle for years, or indefinitely.®

e Some DAF grants do not go to charity. More than 10% of DAF grants go to other
DAFs, not charities.® Some private foundation grants go to DAFs too. Private
foundations can avoid federal payout and disclosure rules by storing funds in a DAF
they manage instead of giving to charity.”

e A portion of DAF giving goes to harmful causes. For example, DAFs give hate
groups tens of millions of dollars per year. Some commercial and community
foundation sponsors prevent DAF grants to such causes, but others allow them.®

¢ Information on DAF accounts is scarce. Collecting more data without
compromising donor anonymity can help develop transparency, as nonprofit
grantees can find DAFs opaque and difficult to work with.®

We welcome opportunities to partner in continuing conversations as Congress

considers reforms to DAFs. Our network represents many DAF sponsors, including

many local community foundations in the Northwest. We facilitate and participate in

DAF conversations and research across the sector to inform our position, promoting

best practices and regulatory reform efforts to ensure all DAFs serve communities.
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