
Dear Senator Cantwell, 

 

 

As the leaders of Washington State’s community foundations, we are writing to you to request 

your help in addressing a policy issue within the IRA Charitable Rollover that affects our ability 

to increase charitable giving and support community philanthropy here in Washington.  The 

matter is of some urgency because we understand that the tax extenders bill (which includes the 

IRA Charitable Rollover) could be marked up by the Senate Finance Committee in early April. 

 

We ask that you please work with other Committee members to make Donor Advised 

Funds (DAFs) eligible to receive qualified charitable distributions under the IRA 

Charitable Rollover.  This should be an easy fix in the context of the extenders package because 

it would simply mean removing one line from the statute; it would not require a wholesale 

redrafting of the provision.  In fact, rarely does an opportunity come along to do so much good 

for communities across Washington by enacting such a simple, straightforward policy change. 

 

As you may know, community foundations and their donors frequently use DAFs as an efficient 

charitable tool to achieve their philanthropic goals.  During consideration of the Pension 

Protection Act (PPA) of 2006, Senator Grassley had concerns about isolated abuses in the DAF 

space, and he authored a number of reforms that were approved as part of the PPA with bipartisan 

support.  For example, DAFs are prohibited from making distributions to individuals or for any 

non-charitable purpose, or distributions that result in more than an incidental benefit to the donor, 

advisor or any related person. 

 

Now, eight years later, these reforms have been a success, and DAFs continue to serve as a vital 

giving vehicle to support many charitable causes and organizations in Washington State and 

elsewhere.  DAF’s play a particularly important role at community foundations as a valued giving 

tool for the foundation’s community donors. In 2012, distributions from DAFs were part of the 

more than $70 million that were distributed in grants and scholarships from community 

foundations throughout Washington State. The charitable organizations that receive critical 

funding from DAFs at community foundations are as diverse as the needs of the communities we 

serve.   

 

The Pension Protection Act also required the Treasury Department to do a study on DAFs, and 

Treasury’s study found that the PPA provided a structure to address abusive practices without 

creating new opportunities for abuse.  The study confirmed that average DAF payouts are nearly 

twice what is required of private foundations (even higher at many community foundations).  

Treasury also concluded that the contribution deduction rules for DAFs should be the same as 

those for other public charities. 

 

This is the key point about which we are writing to you today:  Treasury has said that since 

the avenues for abuse have been closed, DAFs should now be subject to the same charitable 

contribution deduction rules as other public charities.  Yet under the IRA Charitable Rollover, 

they are not. 

 

The original version of the IRA Charitable Rollover that was enacted in 2006 excluded DAFs 

from receiving these qualified charitable distributions.  The law has since expired and been 

reenacted retroactively several times, but never updated to permit such rollover gifts to DAFs.  So 

as currently drafted, donors can use the IRA Charitable Rollover to give to a university, hospital 

or art museum endowment but they can’t build community endowment by contributing to a DAF 

at their local community foundation.   



 

There is no clear policy rationale for excluding DAFs from the types of public charities that can 

receive an IRA Charitable Rollover.  This prohibition places the 23 community foundations in 

Washington State at a disadvantage compared to other public charities, and cuts off a potentially 

powerful source of funding for the charities that would ultimately benefit from the DAF grant 

distributions. 

 

Every community foundation can give examples of how they lose donations each year because a 

potential donor, upon learning that they cannot use the rollover to contribute to a DAF, decides 

not to take advantage of the IRA Charitable Rollover.  The current prohibition doesn’t promote 

greater giving – it actually restricts donor flexibility by codifying a preference of one type of 

charity over another.   

 

Fixing this provision when the IRA Charitable Rollover is extended in the Finance 

Committee would have a positive impact in communities all across Washington.  It is one of 

the top policy priorities for the roughly 750 community foundations in the country.  Removing 

the prohibition will help promote community philanthropy at a time when the charitable sector is 

being asked to do more to help those in need. 

 

Thank you very much for your attention to this matter, and we all stand ready to answer any 

questions that you or your staff may have.  We hope that you will work with other Finance 

Committee senators to fix this provision during the extenders markup. 
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