
A private foundation is a type of non-profit, tax-exempt organization that is typically funded by an individual, family, or 
corporation to support charitable causes through grant making and allows donors to establish a philanthropic vehicle 
under their control to make grants in line with their charitable interests, while benefiting from tax advantages. 

Key Points:

• Private foundations may be set up as a trust or a non-
profit corporation which is classified as 501(c)(3) 
organization per an IRS approval process.

• Unlike public charities that rely on public fundraising 
for support, private foundations derive their funding 
from a single source or small group.

• Donor(s) contribute cash, securities, or other assets 
and receive an immediate tax deduction of up to 30%
of their adjusted gross income (AGI) for cash and 20%
of AGI for appreciated property. Excess deductions can 
be carried forward for up to 5 years.

• The donor(s), or their appointed trustees or board, 
retain control over the foundation's operations, 
including its missions, investments, and grant making 
decisions.

Page 1

Building Your Philanthropic Legacy: 
Private Foundations

• Private foundations are required to pay out at least 
5% of their assets annually in qualifying distributions 
(grants, administrative expenses, etc.).

• Private foundations are subject to various restrictions 
and taxes, such as a 1.39% excise tax on investment 
income and high penalty taxes on certain prohibited 
transactions, such as self-dealing by insiders.

• Private foundations can exist in perpetuity, allowing 
donors to leave a lasting legacy and continue 
supporting causes they care about indefinitely.

• Under certain conditions, private foundations can 
make grants to a wide range of recipients, including 
individuals in need, foreign charities, and
non-501(c)(3) organizations.

Private foundations offer significant tax advantages, flexibility in giving, opportunities for family engagement, and the ability to 
create a lasting philanthropic legacy under the donor’s control. However they also require substantial upfront costs to establish 
and ongoing expenses to operate and maintain including legal, accounting, and administrative fees, excise taxes, and minimum 
payouts. Because of these costs and the administrative complexities, we suggest that a foundation be established with at least 
$1 million. If the initial funding amount is less than this amount, alternative charitable vehicles, such as a Donor-Advised Fund 
may be a more cost-effective alternative.

A private foundation is a sophisticated gift planning vehicle, and as with all such vehicles, professional counsel should be retained 
to fully analyze the effectiveness of a particular vehicle given a particular set of circumstances.
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About 1919 Investment Counsel 
1919 is a registered investment advisor. Its mission for more than 100 years has been to provide investment counsel and insight 
that helps families, individuals, and institutions achieve their financial goals. The firm is headquartered in Baltimore and has offices 
across the country in Birmingham, Cincinnati, New York, Philadelphia, San Francisco, and Vero Beach. 1919 seeks to consistently 
deliver an extraordinary client experience through its independent thinking, expertise and personalized service. To learn more, 
please visit our website at 1919ic.com. 
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and completeness of the data cannot be guaranteed. Individuals should consult their tax advisors before acting on any information 
contained herein. Circular 230 Disclosure: Any advice contained herein is not intended or written to be used, and cannot be used, 
for purposes of avoiding tax penalties that may be imposed on any taxpayer. The information provided here is for general 
informational purposes only and should not be considered an individualized recommendation or personalized investment advice. 
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