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Donor Advised Funds: FAQ for Nonprofit Organizations 
 

Seattle Foundation's mission is to ignite powerful, rewarding philanthropy to make Greater Seattle a 
stronger, more vibrant community for all. As a community foundation, we rely on deep ties with 
nonprofit partners to inform effective grantmaking. Intended for nonprofit and fundraising professionals, 
this document provides a brief overview of the structure and prohibited benefits outlined by the IRS for 
donor advised funds (DAFs). 

 

WHAT IS A DONOR ADVISED FUND? 
 

Many individuals, families and corporations establish DAFs to support their philanthropic goals. The IRS 
defines a “donor advised fund” as a fund with all three of the following characteristics: 

 
(1) it is separately identified by reference to contributions of a donor or donors, 
(2) it is owned and controlled by a sponsoring organization, and 
(3) the donor or a person appointed by the donor has, or reasonably expect to have, the privilege of 
providing advice with respect to the fund’s distributions or investments. 

 
 

HOW DOES IT WORK? 
 

Donor 
 

• Donor 
contributes 
assets to 
his/her DAF and 
receives a 
charitable 
contribution 
deduction 

Donor Advised Fund 
• Sponsoring organization of 

DAF stewards assets 
• Donor has option to 

recommend grants over time 
• Sponsoring organization (like 

Seattle Foundation) 
conducts due dillegence and 
administers the grants 

Grantee 
 

• Quallified grantees receive the 
funds 

• Grantee should not send an 
acknowledgement to the 
donor regarding a charitable 
contritution deduction 

 

 
 
 

WHAT ARE THE PROHIBITED BENEFITS? 
 

A grant recommendation cannot be approved 
from a DAF if any portion of the grant will be 
used to provide more than incidental benefits to 
the donor, advisor or a related person. A benefit 
is considered more than incidental if it would 
have reduced or eliminated the donor’s 
charitable contribution deduction. In accordance 
with existing law, Seattle Foundation will not 
make grants from a DAF for: 

 
 
  parking privileges 
  membership fees 
  auction items 
  travel tours 
  tickets to fundraising events, gala dinners, 

concerts, and golf tournaments 
  a donor’s personal pledge (for more 

information on fulfilling personal charitable 
pledges see  Council on Foundations guidance) 

http://www.cof.org/content/when-say-no-fulfilling-personal-charitable-pledges
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CAN PAYMENTS BE SPLIT OR BIFURCATED? 
 

Frequently Asked Question: Can a donor split a payment to a grantee organization’s fundraising event, 
covering the charitable portion from a DAF (or private foundation) and paying for the “more than incidental 
benefit” personally? The answer is no for both DAFs and private foundations. Splitting payments (or 
“bifurcation”) is not permitted. Seattle Foundation educates our philanthropic partners on these 
restrictions and encourages them to make the gift directly if they wish to receive a return benefit, such 
as an auction item or to purchase tickets to a fundraising event. 

 
 

Tips on Pledges 
 

Below are a couple of tips to consider when working with donors who want to make a pledge. 
 

 

AVOIDING PERSONAL PLEDGES 
 

  If you plan to distribute fundraising cards at an event, consider adding an option for donors with a 
DAF or private foundation, such as: 
“I plan to make a grant recommendation in the amount of $  from the following Donor Advised 
Fund or Private Foundation:   .” 

 
  Involve Seattle Foundation when structuring a large or complex gift with a donor who plans to 

give via a DAF (e.g. a multi-year gift or capital campaign pledge). Rather than inadvertently 
creating a personal pledge, Seattle Foundation may provide appropriate documentation to your 
organization for clarity and planning purposes. 

 

 

Additional Information 
For additional information, please refer to our online resources and FAQ here: 
http://www.seattlefoundation.org/faq 

 
Thank you for working in partnership with Seattle Foundation to support powerful 
and rewarding philanthropy in our community. 

http://www.seattlefoundation.org/faq

