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As families become more intentional about charitable giving, a common question emerges: What is the right structure
to support our philanthropy—if any—and how involved do we want to be?

Two of the most widely used vehicles are private foundations and donor-advised funds (DAFs). Each offers distinct
benefits, and in many cases, families find value in using both. The right decision depends on the family’s goals,
desired level of engagement, complexity tolerance, and long-term vision.

Start with the Family’s Priorities

Before selecting a structure, families should align on a few key questions:

¢ How involved do we want to be in managing giving decisions?

Is this primarily about tax efficiency or long-term legacy?

Do we want to engage multiple generations in a formal way?

Are our giving goals simple (annual donations) or more strategic (programs, scholarships, impact investments)?
What level of administrative complexity are we willing to take on?

Clarifying these priorities often quickly points toward the appropriate structure.

When a Donor-Advised Fund May Be the Best Fit

For many families, a DAF is the natural starting point—particularly when simplicity and flexibility are priorities.
Common Family Scenarios:

e Getting Started with Philanthropy: A family new to structured giving may prefer to begin with a DAF to test
priorities and causes without committing to a more complex structure.

e Tax Planning with Flexibility: In a high-income year (e.g., liquidity event, sale of a business), a family can
contribute to a DAF, receive an immediate tax deduction, and distribute funds over time.

e Limited Time or Administrative Interest: Families who want to focus on what they give rather than how the
entity is managed benefit from the simplicity of a DAF.



e Lower or Moderate Giving Levels: When philanthropic assets are not large enough to justify ongoing
administrative costs, a DAF is typically more economical.

Key Advantage:
A DAF allows families to separate tax planning from giving decisions, without the burden of operating an entity.

When a Private Foundation May Be the Right Choice

A private foundation tends to be more appropriate when philanthropy is a central and strategic part of the family’s
identity.

Common Family Scenarios:

o Multi-Generational Engagement is a Priority: Families seeking to formalize governance—holding meetings,
assigning roles, and involving younger generations—often benefit from the structure of a foundation.
e Desire for Full Control: If a family wants direct control over investment strategy, grantmaking decisions, and
timing (beyond advisory input), a foundation provides that authority.
e Complex Giving Objectives: Families pursuing initiatives such as:
o Scholarships or fellowship programs
o Direct charitable programming
o International giving
o Impact or program-related investments will often require the flexibility only a foundation offers.
e Large, Long-Term Philanthropic Commitment: When charitable assets are substantial and intended for long-
term deployment, the cost and complexity of a foundation become more justifiable.
e Building a Family Legacy and Identity: A named foundation can serve as a visible representation of family
values and create continuity across generations.

Key Consideration:

A foundation introduces governance, compliance, and cost, but in exchange provides maximum flexibility and
control.

When a Combination Approach Makes Sense

In practice, many families find that using both a private foundation and a DAF together provides the best balance.
Common Dual-Structure Strategy:

e DAF for Simplicity and Immediate Giving
o Routine annual donations
o Smaller or time-sensitive grants
o Anonymous giving, when preferred
¢ Private Foundation for Strategy and Legacy
o Signature initiatives or focus areas
o Family governance and engagement
o Grants requiring more control or customization

Example Scenario:

A family contributes a significant amount to a DAF following a liquidity event for immediate tax benefits and near-term
giving. At the same time, they fund a private foundation to:

e Develop a long-term charitable mission



¢ Host annual family meetings around philanthropy
e Launch targeted initiatives aligned with family values

This approach allows the family to benefit from the efficiency of a DAF while still building the structure and identity
of a foundation.

Key Trade-Offs to Weigh

Ease of Use Very High Moderate to Low
Administrative Burden | Minimal Significant

Tax Efficiency Highly favorable More limited
Control Advisory Full control
Family Governance Informal Highly structured
Flexibility in Giving Moderate Broad

Cost Low Higher

Practical Decision Guide

e Choose a DAF if your priority is simplicity, tax efficiency, and flexibility with minimal administration.

e Choose a private foundation if your priority is control, legacy-building, and executing more complex or
strategic philanthropy.

e Consider both if your family wants efficiency and a long-term, structured philanthropic platform.

Final Thought

For families, the decision is rarely just about tax benefits—it is about how philanthropy fits into the broader family
dynamic. The right structure should support not only giving, but also values, engagement, and long-term impact.

Taking a phased or hybrid approach often allows families to evolve their strategy over time, rather than needing to
make a single, permanent decision upfront.



