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Donor-Advised Funds: An Increasingly
Popular Charitable-Giving Strategy

Charitable giving in the United States is estimated to have been $306.39
billion in 2007—an increase of 3.9 percent'—exceeding $300 billion for the
first time in history, according to Giving USA 2008, a publication of Giving
USA Foundation™.

The popularity of donor-advised funds is increasing rapidly. According to industry
experts, new donor-advised fund accounts are increasing by 13.8% each year, with

an average account size of $250,000—totaling $17.5 billion in assets.” Yet, some
investment professionals are still reluctant to broach the subject of charitable giving with
their clients perhaps because they:

> Are unaware of the various options available.
> Are afraid of overstepping the bounds of the client relationship.
> Think that establishing a formal charitable-giving plan is too difficult and complex.

> Do not understand the benefits a formal charitable-giving plan can bring to

their clients.

> Do not feel that they can add value to their clients’ charitable-giving decisions.

However, the reality is that about “78% of Americans who set up charitable vehicles
and trusts do so on the recommendation of a financial adviser.”® When investment
professionals initiate a discussion with their clients about charitable giving and how it
can be incorporated into an overall financial and estate plan, they will more than likely

be received positively.

1. Because they are asked
2. Compassion for those in need
3. Personally believe in the cause
4. Affected by the cause

5. Give back to the community

Source: National Philanthropic Society

! One percent adjusted for inflation.
% National Philanthropic Trust 2007.
? “Donor-Advised Funds Are Seen Becoming More Popular,” InvestmentNews, September 17, 2007.
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"Over the next 50 years,
researchers estimate
$15 to $50 trillion will
be donated to charity.”

Source: Center on Wealth and
Philanthropy, Boston College

"82% of all households
want to contribute more
to charity in the future.”

Source: The Future of Advice
Tiburon Strategic Advisors

Create a Lasting Legacy of Giving

Relatively unheard of a few years ago, donor-advised funds are now one of the fastest-growing
forms of charitable giving. By 2010, donor-advised funds will likely become the most popular
charitable-giving tool in the United States, holding more assets than pooled-income
funds, charitable-remainder-annuity trusts and charitable-lead trusts combined* Simple,
cost-efficient, and flexible, donor-advised funds are becoming an extremely popular form of
giving, and should continue to play an important role in overall financial and estate planning.

Donor-advised funds are charitable-giving vehicles that are established by a sponsoring
public charity, which considers making grants to other charitable organizations based
upon the donors’ recommendations. The sponsoring charity handles all of the
administrative details, enabling the donors to focus their attention on the more
enjoyable effort of creating a lasting legacy by supporting their favorite charities
and passing on their family values to children and grandchildren.

Donor-advised funds are easy to establish—typically, completing a short application
is all that is required. Donors can then begin making irrevocable contributions to the
charity’s donor-advised fund accounts, take the maximum allowable tax deduction,
and begin recommending grants on their timetable.

Hands-On Philanthropy

Donor-advised funds allow donors to contribute to multiple charities throughout the year
—providing donors and their family members with the opportunity to actively participate
in researching and recommending which charities should receive grants, as well as the
amount and timing of those grants. This “hands-on” capability is one of the reasons
donor-advised funds continue to grow in popularity. More and more, individual donors
want to have a say in how their charitable contributions are used on an ongoing basis.

A donor-advised fund can also provide donors with the option to remain anonymous.
For a variety of reasons, donors may wish to have a buffer between themselves and the
charity receiving the grant. The sponsoring charitable organization can make the
contribution, while the donor remains in the background to suggest the amount and
the recipient.

“ “Donor-Advised Funds Are Seen Becoming More Popular”, InvestmentNews, September 17, 2007.
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|dentify the Right Charitable-Giving Strategy

As with any investment plan or strategy, donor-advised funds may not be right for every

client. Because each sponsoring charity is responsible for the fiduciary oversight of its donor-

advised fund program, including the approval of all grant recommendations, sponsoring

charities may impose a number of restrictions on a donor’s ability to make grants. Donors

may be restricted from giving to charities outside their local communities or to charities with

certain values or objectives. In addition to restrictions on grants, investment choices can also

vary greatly among donor-advised fund programs. Some may require the donors to select

from the investments offered through the sponsoring charity’s program, while others can

allow the donor’s investment professional to be involved in the management of the assets

in the donor-advised fund. Additionally, while some donor-advised fund programs allow

donors to appoint successor advisors, others do not.

A donor-advised fund satisfies many of the same goals and values that
lead individuals to establish a private foundation, but without the associated
costs, legal fees, annual excise taxes, minimum payout requirements, and

loss of privacy.

Cost Efficiency

Maximum Distributions
Annual Excise Taxes

Allowable Tax Deductions

Can Involve
Investment Advisor

Enables Anonymity
Entry Threshold

Costly to set up

and administer Cost-Efficient

Required Not Required
Applicable Not Applicable
Limited Maximum
Yes Depends.on the
Donor-Advised Fund
No Yes
High Low
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A Valuable Tax Management Tool®

Because donor-advised funds are the property of a tax-exempt organization
and, as such, are generally not subject to annual taxes, assets grow at a faster
rate—which means clients can donate more to their favorite charities. In
addition, donor-advised funds may enable donors to:

> Take the maximum allowable tax deduction upon each contribution.

> Help tax-effectively facilitate the transfer of wealth or a business.

> Avoid year-end pressures associated with charitable giving.

> Avoid potential estate taxes.

> Avoid payment of capital gains taxes.

> Help manage an inheritance for future generations.

Deciding whether a donor-advised fund is appropriate will depend on each
client's particular financial situation and objectives—clients should consult

with their legal and tax advisors to determine if a donor-advised fund is
appropriate for them.

Separate Yourself from the Competition
Initiating a discussion with clients and prospects about donor-advised funds provides
an opportunity to:

> Strengthen existing client relationships by demonstrating the ability to align the
client’s financial and personal goals.

> Potentially attract new prospects who may be interested in a broader, more
comprehensive range of services.

> Potentially consolidate assets from other firms for ongoing management.

> Establish relationships with the next generation for longer-term asset management.
> Gain a competitive edge over advisors that do not offer charitable-giving solutions.
By introducing and discussing the value of donor-advised funds with clients and

prospects, investment professionals can set themselves apart from the competition

and help clients realize their long-term charitable-giving goals.

> The information presented in this document is for informational purposes only and should not be construed as cither tax or legal
advice. Readers should consult their tax or legal advisor regarding their specific situation.
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The Pershing Solution

Through an arrangement with the American Endowment Foundation (AEF), investment
professionals can take advantage of the expertise and experience of a leading sponsor

of donor-advised funds. AEF is completely independent and not affiliated with any
financial institution. Because AEF does not sell any financial products or services or
benefit from any finder fees, brokerage services, or commissions, AEF is able to offer
donor-advised fund solutions that are uniquely flexible. With a low initial minimum
contribution of $10,000, donor-advised funds through AEF enable clients to:

> Invest in a broad range of securities, including stocks, bonds, and mutual funds.
> Contribute assets to be held in-kind.

> Maintain a relationship with their existing financial advisor. The recommended advisor
can work with AEF to establish an investment approach that is balanced and customized.

> View the assets held in their donor-advised fund account.

> Donate concentrated or illiquid holdings and other asset types—such as real estate
and life insurance policies. AEF has the expertise to accept a wide array of assets.

> Name successor advisors so subsequent generations of their family can continue
to be involved in grant-making.

Donor-advised funds offered through AEF enable investment professionals to help clients
design and conduct their charitable activities as efficiently and discreetly as possible. AEF
provides all record keeping and administration for each donor-advised fund, including
fiduciary oversight, fund accounting, statement preparation, tax reporting, independent
audit, and compliance with Internal Revenue Service rules and regulations.

Take advantage of Pershing’s powerful brokerage platform and custody services, and
AEF’s unsurpassed commitment to service and administrative excellence, to help your

clients achieve their ongoing charitable-giving objectives.
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Ideas Without Limits

This white paper is part of Pershing's thought leadership program, Ideas
Without Limits. Ideas Without Limits provides financial services firms

and their investment professionals with strategic insights, ideas, and best
practices delivered through independent studies and white papers. It is a
component of our unique practice management program designed to help
firms drive growth, optimize human capital, and maximize operational
efficiency—going beyond high-level guidance to offer actionable information,
personalized consulting, and ready-to-execute solutions.

To learn more about Pershing, visit us on the web at www.pershing.com.

Pershing LLC, a subsidiary of The Bank of New York Mellon Corporation. Member FINRA, NYSE, SIPC. Trademark(s) belong

to their respective owners. For professional use only.

Disclaimer Information. Pershing LLC is not affiliated with AEF and receives no compensation from AEE Pershing makes no
representations or warranties of any kind regarding the content hereof or any products described herein, including any warranties,
express or implied, as to the accuracy, timeliness, completeness, or suitability of such content or products and will not be liable for any
damages (including, without limitation, damages for lost profits) which may arise from the use of AEF’s services. The content contained
herein should not be construed as financial advice or a recommendation for the purchase, retention or sale of any product or securities.

Copyright Information. The material in this report has been copyrighted by Pershing LLC. Pershing LLC has been granted
permission to distribute this white paper to existing and prospective introducing broker-dealers. No portion of this report may
be reproduced or distributed without the express written consent of Pershing LLC.

Not Legal or Tax Advice. The content of this report is for informational purposes only and is not intended to constitute advertising
or serve as a source for legal or tax advice. American Endowment Foundation (AEF) does not provide financial, tax, or legal advice.
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About Us

Pershing LLC (member FINRA, NYSE, SIPC) is a leading global provider of financial business solutions to more than 1,150 institutional and retail financial
organizations and independent registered investment advisors who collectively represent over five million active investors. Financial organizations, investment
professionals, and independent registered investment advisors depend on Pershing’s depth of experience and consultative approach to provide them with
forward-thinking solutions that help them to grow their businesses. Located in 19 offices worldwide, Pershing is committed to delivering dependable operational
support, robust trading services, flexible technology, an expansive array of investment solutions, practice management support, and service excellence. Pershing
is a member of every major U.S. securities exchange and its international affiliates are members of the Deutsche Borse, the Irish Stock Exchange, and the London

Stock Exchange. Pershing LLC is a subsidiary of The Bank of New York Mellon Corporation. Additional information is available at www.pershing.com.
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