corporation,

foundaﬁon',-. -_én-_d- L
financial plonner_f_,_ IR
should know about'z_"_

charltable glvmg to:_'___ |

tribes and t_rib__al - '

organizations.

1at every tribe,

! | I *
In 1982, Congress pass§het1dian Tribal >

Governmental Tax Status Act, codified as Section
7871 of the Internal Revenue Code, treating Tribal
overnments as State governments for-a variety of
specified tax purposes. One of these purposes was to
allow Tribal Governments (and their political

subdivisions) to receive tax-deductible donations.

loda

While some tribal programs access this benefit Without

receiving a letter ruling, others have foung.it helpfu] [

have a letter ruling from the IRS to provxde for

potential donors as an assurant:e of tax- deducobﬂuy .

for their gifts. Ifa tribe was not hsted in one of the
Revenue Procedures published by IRS in 1983 and
1984, it is required to get a Privat-e.L_euer Ruling”
However, if the tribe is so listed, it depends on toe.fziois
and circumstances whether a unit of the tnbe needs to

get its own fuling.

The awareness level-of IRC 7871 in Indian Country
and in the philanthropy world is varied. While some
foundations, corporations and donors are familiar with
the actual law, some simply know that Indian Tribes
are eligible to receive tax-exempt-contributions.
Some may.not understand the political subdivision
aspect of the law (political subdivisions are determined

by the power fo tax, the POWRL {0 palice and the power

of eminent domam) And some donors are unaware of

| the opportumty aitogether

More Nanve American tribes and their programs could
take advantage of this opportumty The
uohzaoon of thls tax Jaw. oppoﬁomty w1H not only
allow Indlan Country to access mamstream

philanthiropy more easﬂy, but it wﬂl'helg) educate

' the:b'ro_ad ‘range-of peoplé .Who.interface with the .

phillanthropy world about tribal sovéroignty:



Key provisions for §7871
7871 offers many of the same tax benefits for donors as

501(c) (3) non-profis, for practical tax purposes,

meaning

¥ All donations to.a 7871 tribe or organization
|
¥ are tax deductible, and

43, Foundations can make grants to such
W organizations.

Accountability
7871 organizations must establish their own account-
ability to their donors. The code specifically conditions
deductibility en the gift being “for exclusively public
purposes.” Reporting requirements are not imposed by
the Federal Government. IRC 7871 assumes that fribes,
their political subdivisions, and tribal colleges will pro-
vide fiscal accountability for charitable contributions,
as they manage ali finances. However, it is important
to donors that their contributions are documented and
that fiscal procedures are transparent. 1t is required
practice for 501(c) (3) organizations to acknowledge
each donation in writing, to-report fiscal activities by
submitting reports to the state and federal governments
(i.e., 990 Forms) and to forbid any substantial part
(i.e, greater than 5 percent) .of the organization’s bud-
get to contribute to lobbying activities {or any portion
whatsoever to political contributions). Because donors
are used to these requirements, they may be worth con-
sidering when creating a tribal restricted-fund.

501(c) (3) vs. 7871
Most non-profits file for 501 (c} (3) status through a
state. Seme tribal non-profits file for 501 (c) (3) status
through a-tribe. Ini this case; the tribe takes the role of
the state. Sometimes tribes choose to create a 501 (c} (3)
organization for programs that need to be a separaie
entity from the tribe. Otherwise, a tribe can setup a
restricted fund, which can be reported upon in full,
without reporting all aspects of the tribe’s-finances.

The maintenance of a 501(c) (3) organization includes
specific supervision by the IRS through applications
{Form 1023, initially) and reporting (Form 990, on an
annual basis). By contrast, a 7871 organization is pri-
narily accountable to its tribal council or governing
hoard of the tribe. A restricted fund is generaily
created through a resolution of the govern-
ing entity. And as previously stated, it is the responsi-
bility of that governing entify to establish 3pfbcéﬂures fo
manage these funds, '

Whereas the term 502 (c) (3) is cufrenﬂy better-known
in philanthropy, this brochure is.an ex'tén's_ioq ofa
movement in Native American philanthropy to ele- -
vate the awareness of IRC 7871 ’[hp specific

goal will be to-incorporate “7871” ‘nto standard gant- .

ing guidelines among foundations, corporations and.’

financial planning institutions.

&

Some current models

A community foundation established by local
revenues. This organization can be utilized for
the benefitof the tribal community and to

make grants to.outside organizations.

A tribe that receives grants for its own

programs.

4 tribal college that receives contributions for

its own-programs.

A tribal government and government entity

can still be-audited by the iRS

> b tn'h_efﬁat u_tﬂiiés'its-?’gﬁ status-and/or a'.._: :
& 501{c)(3) organizatien. .

- #, tribial suﬁdivisiunthat__c;e_atés g restricted - B
* fund-to receive donations for the benefit of the

: '-ongamzatio.n'é.purpos:e and to.beneit Indian

" Country in:general. This program. both
. .receives and distributes grants and donations.



