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purposes. From their infancy in the 1990s when the first commercially affiliated funds formed 
until today, DAFs have grown to dominate the charitable landscape. As reported by the 
Chronicle of Philanthropy, Fidelity Charitable is today’s largest charity in terms of donations 
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funds a DAF in 2017 would be required to name a charity that would receive any remaining 
funds in the 2017 account by 2027.4 DAFs would maintain their flexibility because donors could 
change their charitable designations by simply making distributions from that account before the 
termination date. A maximum distribution period would not undermine the effectiveness of 
DAFs or their appeal to donors. It would simply establish a limit that would ensure that tax-
benefitted dollars are granted to nonprofits within a reasonable period of time. 
 
Prohibit Private Foundations from Using DAFs to Satisfy their Payout Obligations 
 
In 1969 Congress became concerned that private foundations were providing too many tax 
benefits to donors, without any assurances that donated funds would benefit the public in a 
timely manner. In order to address this concern, Congress enacted a rule that required private 
foundations to distribute roughly five percent of their assets each year to public charities.5 
Sensibly, the payout rule could not be evaded by a private foundation making distributions to 
other private foundations, because then the funds would simply await further distribution by that 
foundation.  
 
Since the rise of donor-advised funds, some private foundations have been meeting their payout 
requirements by making grants to DAFs that are established by the foundation.6 The foundation 
can then advise distribution of the grant from the DAF to an active charity at a later date. This 
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historic distribution rate, then for that year the excise tax is reduced to one percent. This two-
tiered system 


