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GIVING SPECIAL

“We are inspired by the example set
by millions of  people who give gen-
erously (and often at great personal
sacrifice) to make the world a better
place.” 

The Giving Pledge, which is 
noted above and was started by
Warren Buffett and Bill and

Melinda Gates, asks the world’s
wealthiest individuals and families
to commit to donating part of  their
wealth to philanthropic causes.

While those listed have riches 
beyond most of  our wildest
dreams, the premise of  sharing
your wealth is an honourable one,
and within most of  our means.

Sharing your wealth can be enor-
mously rewarding, and going
about it in a planned way by estab-
lishing a formal giving program
makes sense.

You will need to decide how for-
mal you would like your plan to be.

The simplest way is a planned
giving program where you identify
an amount of  money to give each
year and allocate the funds to your
favourite causes. Alternatively you
can choose a private ancillary fund
(PAF) or a public ancillary fund
(PuAF). Your choice will be driven
by how much money you want to
contribute to charitable causes.

The Australian Philanthropic

Services recommends a minimum
of  $500,000 for a PAF, while a family
with $50,000 could establish a sub-
fund in a PuAF.

The first step is to get all the right
information. You can take this on
as your own project and a simple
web search will uncover a wealth of
background information on phil-
anthropic trusts. Most people
choose to get advice and you will
find a small but growing group of
financial planners, lawyers and
accountants specialise in this area.

Setting up a sub-fund in a PuAF
is quite easy. Public ancillary funds
provide the administration, invest-
ment, governance and trustee ser-
vices, so you can focus on the
charities you want to support.

Establishing a PAF is more com-
plex and that’s why you need more
money to make it worthwhile. 

It is more common to see a PAF
established as part of  the tax plan-
ning for the sale of  a bigger private
business.

Getting the right advice is the
first and most important step.

Private ancillary funds have
many advantages over public
funds. A private fund gives you and
your family total control over how
the capital is invested and the
amount given each year.

If  it is done properly, you will set
your PAF up for a trouble-free
future and protect your valuable
tax deductions. An important
appointment in establishing your

PAF is the “responsible person”.
The corporate trustee of  a PAF
must have an independent director
engaged in philanthropy and
actively engaged in the manage-
ment of  your PAF. This role is
usually given to a trusted accoun-
tant, lawyer or financial adviser.

Setting up a PAF may be onerous
compared with the public fund
alternative but wealthy families
should not discount the legacy
value a PAF can create. The right
advisers will make this easier, so
that you can focus on the benefits a
charitable fund can bring to your
family and the community.

David Andrew is chief executive of
Capital Partners Private Wealth

Choose public or private 
Ancillary funds can be set
up to ensure you have
control over bequests
David Andrew

A PRIVATE FUND
GIVES YOU AND
YOUR FAMILY
TOTAL CONTROL
OVER HOW THE
CAPITAL IS
INVESTED AND
THE AMOUNT
GIVEN EACH YEAR.

HOW TO ... 
ESTABLISH A PRIVATE ANCILLARY FUND (PAF)
�  Seek appropriate advice
�  Liaise with your tax adviser to ensure the structure is appropriate
�  Establish a special purpose trustee company
�  Nominate the family members you want as directors
�  Nominate an independent director who will be

your Responsible Person
�  Have a Trust Deed prepared
�  Apply to the Australian Taxation Offi  ce and Australian Charities and

Not-for profi ts Commission (ACNC) for charitable status
�  Obtain an ABN
�  Establish a bank account and make your initial donation
�  Brief the directors of the trustee company about their 

duties and responsibilities
�  Prepare an Investment Policy Statement
�  Select and monitor the fund’s investments
�  Decide on a process to make charitable grants
�  Oversee the ongoing administration, accounting and

compliance for your PAF

ESTABLISH A SUB-FUND IN A PUBLIC ANCILLARY FUND (PUAF)
�  Seek appropriate advice
�  Choose a Public Ancillary Fund
�  Decide how much you want to contribute
�  Liaise with your tax adviser to ensure the structure is appropriate
�  Establish your sub-fund
�  Decide on your charitable causes
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West Australians hold their own
when it comes to charitable giving.
Australian Taxation Office data for
2013-14 shows total gift deductions
from taxpayers climbed to a record
high of  $2.62 billion, up $322 
million, and West Australians
accounted for nearly 10 per cent.

That’s about $239 million or more
of  charitable giving that came out
of  WA that year — 22 per cent of
those dollars come from people giv-
ing amounts of  $25,000 or more to
charitable causes while 25 per cent
came from gifts between $250 and
$1000.

Sure, it can be easy to click and
donate, or write a cheque — espe-
cially at the end of  the financial
year when the requests can come in
thick and fast from charities. But it
is worth taking a closer look at fos-
tering sustainable, structured
ways to invest in the charities and
causes you care about.

It takes around $20,000 to estab-
lish a perpetual charitable trust
that invests the capital and keeps
giving the returns to chosen causes
year after year. 

This is a very practical option for
the 400 or so West Australians who
donated more than $25,000 in the

year of  the ATO data, and probably
a good portion of  the 1100 who gave
between $10,000 and $25,000.

Establishing a perpetual charita-
ble trust can mean the start of  a
long-lasting legacy of  philanthrop-
ic support for causes and charities
you and, perhaps, your family want
to commit to in the long term.

It can also mean the possibility of
steady income for those selected
causes — and any charity or not-
for-profit organisation can tell you
about the challenges of  securing
ongoing funding sources.

For those with $20,000 to give and
with an eye on there being less than
a fortnight until the end of  the
financial year, it’s worth noting
that a charitable sub-fund under
the umbrella of  a public ancillary

fund can be set up within 48
hours, with no establish-

ment fees.
Public ancillary funds

provide a link between
donors and charities.

Donations to your
sub-fund of  a public
ancillary fund attract
the same tax deduc-
tions and consider-
ations as making a

donation direct-
ly to a charity. 

What’s more,
the tax deduc-
tion for the
initial seed
donation and
any subse-
quent contri-
butions can be

spread over five years if  that is your
preference.

While $20,000 can seem like a
large upfront sum, being able to
claim the contributions and 
associated deductions over five
years makes it more achievable.
Plus an amount of  $4000 to $5000 a
year is in line with what many
charitably minded people donate
annually .

The 2013-14 ATO data showed
more than 33,000 West Australians
gave between $1000 and $5000 that
year. These donations made up 27
per cent of  the total dollar value of
gift deductions for the State.

For those with a little less 
individually, consideration can be
given to pooling with family,
friends — or even within a 
community — to create a charita-
ble trust to support a cause. Some
of  our oldest foundations began 
as initiatives within a family, 
and continue to bring together
a community of  family and friends.

Three main types of  charitable
trusts are available: private ancil-
lary funds, sub-funds with public
ancillary funds or testamentary
charitable trusts. 

A sub-fund with a public ancil-
lary fund (PuAF) has significantly
lower start-up costs than a private
one and suits those starting 
small but who also want to be
involved in decisions about which
charities, programs or causes they
support.

In addition, sub-funds have the
added benefit that donations
attract the same tax deductions

and considerations as making a
donation directly to a charity.

Private ancillary funds are a big
step up.

They are suitable for those with
at least $300,000 in investible assets
to donate. Private family founda-
tions are often established with
such big sums and the income gen-
erated is tax-free and contributes
about $200 million in annual charit-
able giving annually.

There are specific but different
distribution requirements for a 
private and a public ancillary fund.
The advantage of  using a public
sub-fund rather than a standalone
private fund is that a public fund
has lower minimum distribution
requirements, allowing a donor to
build the capital of  the fund.

Public ancillary funds must dis-
tribute the equivalent of  4 per cent
of  the fund’s market value (capital
and income) each year, whereas
private funds are required to 
distribute 5 per cent of  market
value.

There is no doubt that Austra-
lians have an appetite to give, and
for many the tax deduction is just
the icing on the cake, rather than
the reason for their altruism.

However, searching for an option
to structure your charitable giving
so that it can provide a sustainable
ongoing source of  income to causes
you care about just makes good
sense.

Tabitha Lovett is general manager
philanthropy & not for profit services at
Equity Trustees

Icing on cake for those with an appetite for giving 
Trusts are a practical way
to foster sustainable
investments in charities
Tabitha Lovett

PUBLIC ANCILLARY
FUNDS MUST
DISTRIBUTE THE
EQUIVALENT OF 4
PER CENT OF THE
FUND’S MARKET
VALUE. 


