
Putting a coherent strategy 
around Charitable Giving can be 

an important part of an individual’s 
comprehensive Wealth Plan. When 
you have a good handle on your 
financial goals, objectives and net 
worth and if giving strategies are 
among actionable priorities, it is 
important to identify the most tax-
efficient ways to achieve your chari-
table objectives.

Typically there are two central rea-
sons why people give to charities:

(1) To support a cause or organisa-
tion that they care about. 

(2) To leave a legacy through their 
support.  

Whilst giving often forms part of an 
individual’s estate planning objectives, 
some also give during their lifetime 
by transferring a sum of money thus 
removing it from their estate. 

In practice there are many different 
methods by which an individual can 
give. One way is by maximising the 
potential tax benefit and thereby ulti-
mately gifting more. 

Ways to Give
Before exploring optimal strate-

gies for US persons living in the UK, it 
would be good to review the different 
ways to give.

(1) Give directly - This approach is 
the most straightforward and simple. 
It involves donating money directly 
to a charitable organisation of your 
choice. The donation is made in the 
current year and any tax benefit is 
received at the same time. 

(2) Use insurance as a vehicle for 
giving – If you do not have large sums 
of money to give during your lifetime 
and you hold a life insurance policy 
that is not needed for other important 

purposes, you could consider naming 
a charitable organisation as your policy 
beneficiary. This could result in a larger 
gift than you otherwise would have 
been able to make and potentially cre-
ate a longer-term legacy.   However, 
serious thought must be given to this 
method and you should seek guid-
ance from a financial adviser before 
any steps are taken.  Even though the 
policy may be redundant in terms of 
the purpose it was originally taken 
out for, there may be valuable benefits 
attached of which you are not immedi-
ately aware (i.e. terminal illness before 
death).

(3) Volunteer time – Giving is not 
always about money. It can also be 
about getting involved by giving your 
time.  Many organisations need volun-
teers to help deliver on their charitable 
goals and this can be a way to estab-
lish a personal connection and give in 
ways that require little or no money 
changing hands.

(4) Establish a trust to give money 
- This is a more long-term approach 
towards charitable giving. It will allow 
you to receive tax benefits today and 
allocate funds specifically for charita-
ble giving intentions but actual dona-
tions may be made at a future point in 
time. This may be a strategy for people 
who are asset rich but time poor and 
who have not been able to decide to 
which causes they wish to donate. 

Donor Advised Funds
A Donor Advised Fund is one 

type of vehicle that facilitates the giv-
ing strategy. Donor Advised Funds 
have increased in popularity over the 
last few years due to their offering of 
administrative convenience, cost sav-
ings and tax benefits. 

What is a Donor Advised Fund?

A Donor Advised Fund, or DAF, is 
an investment fund administered by 
a public charity that is formed for the 
purpose of managing charitable dona-
tions on behalf of an individual, a fam-
ily or an organisation. It allows donors 
to make an irrevocable charitable con-
tribution, receive a tax benefit immedi-
ately and then allocate charitable gifts 
from the fund at some point in the 
future. Gifts are made to a specified 
charity whenever the donor decides 
it is the appropriate time. Whilst the 
gifts remain inside the fund, they are 
invested with an eye to growing the 
fund size.  

What are the benefits of a Donor 
Advised Fund?

DAFs have a number of benefits. 
First, a DAF is a cost effective way for 
donors to maximise the tax benefits of 
making charitable donations to causes 
that they care about.  A DAF can be set 
up with a relatively small amount of 
money (as little as £1,000 or £5,000) so 
an individual can choose to donate a 
lump sum or make small contributions 
in regular intervals over time.

DAFs have relatively few adminis-
trative responsibilities. There is gener-
ally little paperwork that needs to be 
completed, and quite often grants can 
be made directly online. 

Additionally, DAFs are not subject 
to the minimum payout requirement 
each year. Private foundations, for 
example, must distribute at least 5% of 
assets annually. The fact that DAFs are 
not subject to this requirement leads 
to more flexibility on timing of distri-
butions. 

Another benefit of DAFs is that 
when donors decide to make a dona-
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tion from the funds held within their 
DAF, it is possible to choose whether 
their donation is made anonymously 
or if their personal details are disclosed 
to the charity.   

Perhaps one of the largest benefits 
that a DAF offers is not only the ability 
to receive a tax benefit upon funding 
the DAF but the ability to invest the 
pool of money and choose an organi-
sation to donate to at a point in the 
future.  So, if an individual can benefit 
from funding a DAF today but has not 
had time to decide which cause they 
would like to receive their gift, a DAF 
provides a mechanism to make that 
feasible. 

How can a dual-qualified Donor 
Advised Fund be beneficial for Ameri-
cans living in the UK?

Many charitable organisations are 
considered to be qualified non-profit 

organisations in one jurisdiction or 
the other. As a result, giving directly to 
charities in either the US or the UK will 
often result in a one-sided tax benefit.

A dual qualified DAF allows individ-
uals who are taxpayers in both the US 
and UK to receive tax benefits availa-
ble from both countries. As such a dual 
qualified structure will ultimately allow 
the individual to allocate more money 
to their favoured charitable causes. 
Once the money has been donated to 
the dual qualified structure, it can then 
be allocated to other charitable organ-
isations and causes around the world 
without the need to be dual qualified. 

Whilst charitable giving is not all 
about receiving a tax benefit for doing 
so, we know that we are often limited 
in the amount we can give and would 
sometimes like to be able to give more 
if we had the ability to. Giving in a way 

that maximises the benefit to both the 
charity and the donor will help ensure 
that more assets ultimately reach the 
causes we personally care about. Uti-
lising a dual qualified DAF is one way 
to help facilitate this strategy and 
should be considered when assessing 
your charitable giving objectives. 


