HAVING A SAY IN OUR FUTURE:

HEALTHY SMILES, HEALTHY CHILDREN

 DONOR-ADVISED FUNDS

Donor-advised funds (DAF) have become a popular way to contribute to charitable organizations and maintain a continuing active role in how contributions are used.

A DAF is a specially segregated donation to a charity.  The fund is established and monies distributed based on the donor’s wishes.  While the Healthy Smiles, Healthy Children (HSHC) Board of Trustees maintains ultimate control over a DAF due to legal requirements, a donor who establishes such a fund has a substantial advisory role in what projects are funded.

DAFs are an alternative to establishing a private foundation while avoiding the record-keeping, filing, and other administrative chores associated with private foundations.  Further, an HSHC DAF can be established with only $30,000, much less than would be needed to justify the expense of maintaining a private foundation.  Finally, they are not subject to the annual excise tax on investment income.

While several individuals are considering establishing their own DAFs, HSHC currently already has three active DAFs:

As a result of his generous $1 million donation, HSHC established the Dr. Jerome B. Miller Pediatric Dental Education & Leadership Fund, to improve children’s oral health by combating disparities in dental education.  Dr. Miller has referred to this effort not just as “giving back” to the profession, but “giving forward,” as well.  A campaign was instituted in conjunction with the National Campaign for Debtal Education, Our Legacy-Our Future, to supplement the fund.  Thanks to a substantial contribution by Dr. Philip and Mrs. Karen Hunke plus other donations, the Miller Fund now stands at $1.1 million.
The Baylor Pediatric Dentistry Alumni Fund, organized by Dr. Mark Kogut, supports pediatric dental research and education by students and faculty at Baylor University.  The Baylor Fund also supports the new Paul P. Taylor Award, presented annually to the overall winner of the Foundation Research Awards competition.
The Texas Academy of Pediatric Dentistry established the Fund for Residency Advancement in Texas.  As with the other HSHC DAFs, this Fund supports pediatric dental education, specifically aimed at Texas residency programs.
The following table illustrates the benefits of establishing an AAPD Foundation Donor-Advised Fund:

	
	Private Foundation
	Healthy Smiles, Healthy Children Donor Advised Fund

	EASE AND COST OF CREATION
	A new private foundation can be both time consuming and costly to establish.  It involves the creation of a new organization and application for exempt status.
	The completion of the HSHC Donor Advised Fund Agreement is all that is required. There are no set-up fees and the donor retains an advisory role.

	DISTRIBUTIONS
	5% annual distribution is required.  Restriction on scholarship and research grants.
	There are no annual distribution requirements.  The fund can accumulate income for a sizeable grant or project. 

	TAXES PAID
	Excise tax of up to 2% of annual net investment income, including gain on assets gifted to the foundation.
	There is no excise tax on income.

	TAX BENEFITS
	Tax treatment is not as favorable 

· Deduction up to 30% of adjusted gross income for cash contributions 

· Deduction up to 20% of adjusted gross income for publicly-traded appreciated securities 

· Deduction of only cost basis for gifts other than cash or publicly-traded securities 
	A donor can enjoy maximum tax advantages 

· Deduction up to 50% of adjusted gross income for cash contributions 

· Deduction up to 30% of adjusted gross income for long-term appreciated property including publicly-traded securities, closely-held stock and real estate 

· Deduction of fair market value for gifts of most assets 

	REPORTING REQUIREMENTS
	Donor is responsible for annual IRS filing of Form 990-PF and other legal and administrative requirements.  Separate account statements are required.
	The HSHC handles legal, administrative, audit, and filing requirements.

	INVESTMENTS
	Certain types of investments prohibited, and the foundation may not own more than a 20% equity interest in a business.
	No federal investment requirements and no equity concentration restriction.

	ANONIMITY
	A private foundation's tax return is public record, including the names of its contributors.
	A donor may choose to remain anonymous.  Names of donors are revealed only to the IRS.

	ADMINISTRATION
	Trustees must perform administrative tasks, or contract or hire staff to manage assets, maintain records, select recipients, and administer grants.
	HSHC offers qualified professional support in identifying potential recipients, reviewing proposals and evaluating performance.


Please visit www.healthysmileshealthychildren.org for more information on HSHC DAFs, or contact Foundation Director Robert Vitas at (312) 337-2169 or at rvitas@aapd.org.

