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The Coalition for Indian Housing and Development was created by the National American Indian Housing Council earlier this year as a 501(c)(4) organization to represent the advocacy interests of nearly 400 of the 580 federally recognized Native American and Alaska Native tribes.  While currently sharing the same membership, the Coalition has taken over almost all federal advocacy activities from NAIHC, a 501(c)(3) organization, and therefore submits to the Millennial Housing Commission today this proposal, on behalf of our membership and affiliates, for improving the state of Indian housing in America.


Indian housing advocates have long recognized the need for sweeping change in the area of Indian housing, which experiences the most substandard housing conditions of any ethnic or political group in the country.  With a population that reaches just over four million people, half of whom live on or near Indian reservations, chronic problems with overcrowding, dismal housing conditions, and lack of infrastructure have kept Indian Country in a constant state of crisis.  Although Indian programs were completely revamped in 1996 as the result of the passage of the Native American Housing Assistance and Self-Determination Act (NAHASDA), much remains to be done. 

NAHASDA was written, in part, as a result of the findings of a national commission established by Public Law 101-235, charged with evaluating “factors currently impeding the development of safe and affordable housing for Native Americans and to evaluate alternative strategies for the development, management, and modernization of housing for Native Americans.”  This was the first such commission composed almost entirely of Native Americans, and, more importantly, of Native Americans who were actually administering the housing programs.

The findings of that commission are similar to the recommendations submitted today to the Millennial Housing Commission.  The difference is that we are now on the road to more effectively satisfying the housing needs of Native American people, rather than just beginning the journey.  The ultimate message is this:  the majority of Native Americans, Native Hawaiians, and Alaska Natives continue to live in substandard housing, but there exist ways of solving the problem if only the recommendations are effectively implemented.   

Housing Needs in Indian Country

It is estimated by the Urban Institute that 40 percent of Native Americans live in overcrowded or physically inadequate housing conditions, as compared to 6 percent of the general population, and 33 percent of Native American households are considered very-low income, compared to 24 percent nationally.  These conditions continue to grow worse as Native American populations increase and tribal economies remain severely depressed.

At this time, nearly all housing in Native communities is provided through various federal programs at the Department of Housing and Urban Development, the Bureau of Indian Affairs, the Indian Health Service, the Department of Agriculture and the Department of Veterans Affairs, with HUD being the most widely used provider.

Prior to NAHASDA, tribal housing operated under the 1937 Housing Act, although it was 1961 before the BIA’s Office of the Solicitor determined that Indian tribes had legal authority to establish Indian Housing Authorities to operate public housing.  In 1965, the BIA launched its Housing Improvement Program to cater specifically to Indians to supplement HUD activities, and in 1988 HUD established a separate Indian housing program.   By 1992 there were 183 IHAs operating in the United States to administer public housing programs, producing approximately 70,000 housing units in 30 years.  

Although NAHASDA has facilitated the construction, rehabilitation or development of an additional 25,000 units since 1997, current estimates indicate an immediate need for another 200,000 units.  This number reflects the old methodology of merely counting waiting list numbers and does not take into account actual need, which would include those tribal members and families moving back to reservations as a result of welfare reform or other hardship.  The expanding population increases the number of units needed by an indeterminable but significant amount.  

Dependency on federal programs for Indian housing is a complex situation that can be explained rather simply.  Native Americans across the country continue to rely heavily on federal subsidy in place of other methods of finance because few other methods exist.  The lack of significant private investment, lack of functioning housing markets and the dire conditions faced in many communities mean that federal dollars make up a larger portion of total housing resources than in other areas. Common sources of construction and development financing are generally not available on our nation’s Indian reservations. 

As an illustration, the General Accounting Office reported in 1997 that only 92 conventional home mortgages were made in Indian Country during the five-year period from 1992 until 1996, with half of those made on a single reservation where the tribe owned the bank.  That leaves less than 50 families who received home mortgages, or 10 per year, in a population of millions.  Unfortunately, even those individuals who are “financially able” have no choice but to utilize federal housing programs designed for low-income applicants.  

To further compound the lack of financial infrastructure is the scant availability of skilled labor, remoteness of areas to be serviced, and difficulties in developing on trust land.  

· Since skilled labor is not readily available in tribal areas, construction costs go up.  Construction costs are a pivotal aspect of Indian housing progress since housing stock numbers are incredibly low and construction of new units is often the only means of meeting need.  

· Most reservations are located in the more remote areas of the country, so reaching scattered sites to build and maintain homes becomes quite costly.  

· Finally, developers have been uninterested in building on trust land because of the inability to use the land as collateral.

Unique financial barriers, remoteness, limited human resources, and land-use restrictions are factors not normally faced by public housing programs, but are among the most serious challenges for Indian communities.  

WHAT CAN BE DONE?

Three fundamental issues must be addressed in order to make effective change in Indian housing:

· Building tribal economies

· Distinguishing between tribes and other groups so as to address unique problems with unique solutions

· Creating incentives to build private markets

Economic Development in Indian Country


The issue of economic development is listed first because it is by far the most important.  Nothing is going to change in Indian Country until people have jobs.  Everything else is a band-aid until this fundamental issue is addressed.


In 1999, President Bill Clinton and HUD Secretary Andrew Cuomo attempted to jumpstart solutions for an abysmal problem by providing housing to remedy the dire living conditions of the Oglala Sioux on the Pine Ridge reservation of South Dakota.  Pine Ridge was a barometer against which the rest of the nation could gauge its housing programs.  It was the worst there was.  Shannon County, site of the reservation, is consistently ranked as the poorest in the nation, where 70 percent unemployment plagues a tribal area only second in size to the Navajo Nation. 


It was no surprise to Indian housing representatives when the program at Pine Ridge failed to bring about the sustainable improvements predicted by the Clinton Administration.  The solution of simply providing housing utterly failed to address the underlying source of the problem:  the depressed tribal economy. Pine Ridge simply could not support the new construction.


The story is similar all across the country where Indian communities are heavily subsidized by federal funding, but there exists little economic development to help the communities become self-sufficient.  Any action that results from this report must contain both federal funding solutions and alternatives to federal dependence if the Congress and Administration wish to achieve long-term solutions to Indian housing problems. No matter what develops, the situation will continue to worsen until tribes are able to support themselves economically.  


Many will point to the success of Indian casinos as proof of tribal economic development.  While they are flashy success stories, the reality is that less than 5 percent of Indian tribes operate casinos.  Only half of those casinos are profitable.  As a solution to an economic problem, tribal gaming cannot be the cash cow.  While casinos have helped a small number of fringe tribes, most tribes are not located in areas that can support casinos enough to turn a profit.  Only those located in densely populated areas, such as in Connecticut or California, can count on gaming for revenue.  Nearly all tribal areas are rural and sparsely populated. 


CIHD recommends the development of initiatives to overcome the barriers to economic development in Indian Country.  Specifically, it would be helpful to expand NAHASDA to allow tribes the flexibility to use NAHASDA funds for economic development activities.  Currently, NAHASDA funds are restricted from this use.   Perhaps a blending of CDBG and NAHASDA rules could address this problem, since CDBG has been a successful vehicle for tribal development in the past.

Distinguishing Between Public Housing and Indian Housing


Another issue that must be addressed in order to see real progress in Indian Country is recognizing that Indian housing is not public housing.  Native Americans are too often overlooked because they are grouped in with the rest of low-income housing.  

The federal government has voiced its support for tribal sovereignty and insists that it deals with tribes on a government-to-government basis, but in many ways it continues to treat Native American housing as it would rural or rental housing – just another department at HUD.  What is overlooked is the long history of the government’s trust responsibility to provide housing for Native Americans, a responsibility that has never been fulfilled.  What is also overlooked is the tribal governments’ right to self-determination.  At this time, HUD is still learning how to deal with the government-to-government relationship so that policies will reflect sovereignty and self-determination.

In a practical sense, another factor most federal housing efforts have failed to recognize is that Indian housing is unique among housing programs.  One difference is the pervasive existence of land held in trust by the Bureau of Indian Affairs, an arrangement that has frustrated the development of private housing markets in tribal areas and is seen as justification for federal assistance in housing production.  

While creating many challenges, trust land status is required for jurisdictional reasons.  Tribes have jurisdiction over trust land, but not fee land, so they strive to put as much land into trust as possible.  This keeps the land from being alienated from the tribe and supports tribal sovereignty.  Placing land in trust will continue to exist as a way for tribes to preserve their historical land base, but it should not function as a deterrent for development.

Another fundamental difference is the lack of a real estate market in Indian Country.  This is why housing vouchers and other market-based assistance generally aren’t effective in tribal areas.  A housing market must first be created.  Even if adequate funding were available for the purchase of homes, there is no housing stock to choose from.  What’s more, in most areas of the country, moving a family into one house often frees up another house for use.  In Indian Country, the family is usually moving from an overcrowded house shared with several other families, or from a house that must be destroyed because it is no longer livable.    

On the flip side of this issue is that tribes are often excluded from other housing programs for insubstantial reasons.  For example, many states deny tribes the use of State Housing Finance Agency funding because they receive federal NAHASDA funds.  Many of these agencies use poverty statistics that include tribal communities when asserting their needs, but funding is not then duly applied to address tribal problems.  It would help tribes to have HUD issue a statement defining how the Housing Finance Agencies can use their funds.

Native American communities are too often painted with the same brush in federal programs, when in reality, they are as diverse as the nations of the world.  To attempt to solve the problems of Indian housing with general public housing programs or to use only one system for all of Indian housing would be a mistake.  The key to success in Indian Country, following increased economic develop- ment, is diversity of options.

Private Market Incentives


Tribes across the country are striving for sustainability without federal subsidy to complement the values of sovereignty and self-determination.   One way to achieve this is to stimulate investment in tribal communities.  Unfortunately, too many barriers continue to exist to deter private investment.  Although non-tribal investors can help to revitalize these communities, tribes would like most to create incentives for tribal investors to help their communities from the inside.  

For example, one idea would be substantial tax incentives, such as a capital gains tax exemption, to encourage tribal members to invest in managed rental properties on reservations. CIHD would like to see a commission formulated and charged with discovering new tax opportunities on reservations.  Given the right environment, inside investment will significantly support self-sustainability on Indian reservations.


The use of tax credits is another area that can aid in private market development.  Many tax credit projects in Indian Country have been incredibly successful with more tribes eager to get in on the deal.  The Low-Income Housing Tax Credit in particular will help to integrate tribes into the greater financial community.


During his campaign, President George W. Bush talked of a Single-family Tax Credit that would help developers of affordable single-family housing and stimulate homeownership for people with up to 80 percent of median income.  Unfortunately, this tax credit did not make it into the President’s budget or tax package.  Perhaps this idea should be revisited and put before the Congress as a possibility for economic stimulus.


Along these lines of stimulating private growth in communities is the need to continue fighting predatory lending practices.  Although a problem in most all low-income communities, Native American communities suffer acutely from exploitation by lenders because there is an almost complete absence of other options, even for people who can afford competitive loans.  Furthermore, the Native population is made up of mostly first-generation homebuyers who are susceptible to every predatory practice there is. 


Current legislation pending in the House of Representatives will make positive changes in the area of predatory lending but there are more areas to be looked at.  For one, Congress should look at how we may be able to limit how much lenders can make on these transactions.  What might be helpful is trying to determine what is a fair and reasonable fee for services.   A recent class-action lawsuit on above-par pricing illustrated how premiums too often reflect what the broker would like to get out of the transaction rather than what services the client is receiving.  Many lenders justify high premiums for having to go out of their own area and into Indian Country.  With increased private market development, this justification can be made obsolete.  


Another recommendation is to revisit the Community Reinvestment Act and how it is applied in Indian Country.  Too many times banks are able to meet their CRA requirements without actually going into rural America.  Perhaps there is some way to make Indian Country a component of the CRA which requires greater scrutiny by lenders.  Regulators should act to hold lenders accountable for more rural areas.


In many areas of the world, international efforts have been able to successfully stimulate fragile economies comparable to those in Native communities.  If we can do it abroad, why can’t those same ideas be employed here?  Perhaps we need to look at methods of the World Bank, IMF, and others to generate economic stability at home.   


One idea generated by the Native population five years ago was the establishment of a Native American Finance Authority to promote the infusion of public and private capital into Native communities throughout that United States and, specifically, to direct sources of capital into housing and related infrastructure.  This idea was put down because Fannie Mae and Freddie Mac felt they would be able to meet these needs.  It is five years later and there has been little economic benefit.  Perhaps the NAFA idea should be revisited. 

Recommendations for Current Indian Housing Programs

NAHASDA

NAHASDA has given tribes and their Tribally-Designated Housing Entities (TDHEs) many new opportunities since it was passed during the 104th Congress.  With continued funding, NAHASDA can be the most important tool in solving the housing crisis in Indian Country.  Although tribes and TDHEs are able to utilize a number of housing programs within the Departments of HUD, Interior, and USDA, NAHASDA continues to be the basic and most pervasive program for Indian housing.  

NAHASDA’s intent was to change the relationship between tribes and the federal government by placing responsibility in the hands of tribes and their TDHEs. This intent was spelled out in the title:  Self-Determination Act.  After years of enduring a paternalistic relationship with HUD, tribes are ready to act as the sovereign governments they are, and guide themselves to a better future.

President Bush has requested $650 million for the NAHASDA block grant for fiscal year 2002.  This is the same amount as was appropriated for fiscal year 2001.  Although NAHASDA funding has seen an increase of 34% since the Act became law, $650 million a year will bring us nowhere near the levels tribes need to meet their members’ housing needs.  It is important to remember that operating subsidy, mandated by a 30 percent of income cap, accounts for 60 percent of the NAHASDA appropriation, so only about 40 percent of funding goes to badly needed new construction. 

CIHD estimates that to meet the needs as presented to us now, at least $1.0752 billion is needed in funding for the NAHASDA block grant on an annual basis.  This would allow nearly $600 million per year for new construction. 

Indian housing needs are many and varied.  Basic infrastructure, low-rent housing, homeownership and housing counseling services are all crucial.  The NAHASDA block grant allows tribes to determine their own needs and their own course of action.  In this respect, NAHASDA is a model program and should be supported.  In supporting NAHASDA, however, the Congress must also support improved technical assistance for tribes seeking to efficiently and effectively utilize NAHASDA’s unique features.

Community Development Block Grants
The Community Development Block Grant (CDBG) program is a crucial tool for the development of infrastructure and economic opportunities.  The Indian set-aside under the program has been 1.5% of the total appropriation for several years.  CIHD believes that both to develop effective housing strategies and for the economic development needed to support homeownership and job creation, this amount should be expanded to at least 3% of the total requested amount, or $144 million.  Clearly, we must invest in infrastructure and job creation now if tribes are going to be successful in the long term.  This money can do exactly that and eventually lead to stronger on-reservation economies.

BIA Housing Improvement Program

The Housing Improvement Program, created under the authority of the Snyder Act, was established in 1965 as the BIA’s attempt to reach the “neediest of the needy.”  HIP services have concentrated on the repair or enlargement of existing housing stock rather than new construction and have been a popular, simple, and tribally contractible way to assist tribal members in multiple ways.  

One important application for the program is for use by tribes waiting for federal recognition and for tribes unable to wait through HUD’s lengthy application process.  In other words, HIP funds have been able to address immediate needs when no other funds are available.  

Originally appropriated at $500,000 in 1964, HIP grew to around $23 million from 1984 to 1988, $25 million by 1992, but now hovers just under $20 million.  When administrative costs can account for 25 to 40 percent of the total amount received by a particular tribe, the amount of funds actually available for construction and repair is substantially reduced.  Low HIP appropriations have been further diminished by escalating costs of construction, labor, environmental assessments, and site development.

Increasing the yearly HIP allocation to at least $33 million will substantially aid rehabilitation and preservation efforts in Indian areas.

The Effect of New Census Data
Recently released census data for 2000 confirm a major increase in the Native American population.  Data show a doubling of the number of Native Americans and Alaska Natives from 1.96 million to 4.1 million, including Americans of mixed-race Native descent.  For Native Americans and Alaska Natives that are not of mixed-race, data show an increase of over 28% for a total of 2.5 million.  

In a population struggling intensely to provide adequate shelter for its families, an increase of this magnitude puts an incredible strain on the restricted funds tribes rely on.  These census figures only confirm what tribal leaders and tribal housing administrators have known for some time – housing needs on reservations continue to outpace available funding.  While not all Native Americans live on reservations where housing needs are the most severe, tribal leaders attest to population increases across the board, including on reservations.   As previously mentioned, welfare reform has driven many tribal members back to reservations, compounding this problem. 

Further complications outlined in the current census include underestimation by prior census data to predict numbers of baby boomers maintaining homeownership status, an increase in the numer of single-parent homes, and the increase in immigration.  Now that housing supply is inadequate, builders are able to charge more for construction, further eroding the cost of housing.

In light of new data, it is CIHD’s hope that Native communities will receive the funding increases outlined below to offset hardship brought on by rapidly growing need.
Public and Indian Housing Drug Elimination Program

Eliminating funding for the Public and Indian Housing Drug Elimination Program (PIHDEP) would abruptly halt successful efforts by tribes around the country to combat drug abuse and its resulting effects on tribal communities.  The President has proposed an end to this program with a redistribution of funds to increase operating subsidies for public housing authorities in hopes that PHAs will use the funds for more effective anti-drug activities or for other priorities.  

Tribes and TDHEs do not participate in public housing programs and therefore receive no public housing operating subsidies. The Administration claims the program should be eliminated because of general misuse of funds and ineffective anti-drug activities, but in Indian Country, these programs have seen remarkable success.  

According to an eleven-month study conducted by NAIHC in 1999 and 2000, the PIHDEP has created an opportunity for TDHEs to develop innovative and unique solutions to crime reduction in Native communities.  The NAIHC study noted that, prior to the Public and Indian Housing Drug Elimination Programs, tribes reported feeling overwhelmed with the burden of having to address these problems on their own, without knowledge of how to solve the problems or money with which to build an infrastructure of programs and services designed to address these community issues.

HUD Secretary Mel Martinez has said that the PIHDEP is too open-ended and that HUD has no business being involved in such a program.  While it is not possible at this point to come to quantitative conclusions about the percentage of improvement in these communities in regard to any decrease in crime or substance abuse, the NAIHC study indicates that the PIHDEP is having a positive effect in tribal communities.  Decreased crime and improvements in community values can do much to support sustainable housing conditions on reservations.

NAIHC feels it was an oversight on the part of the Administration to propose an end to this program without arranging for supplemental funding for tribes elsewhere.  A blanket verdict on the Drug Elimination Program does not take into account several successful programs around the country, including Indian Drug Elimination programs.  If this is the direction the Administration chooses to go, providing operating subsidies to take the place of PIHDEP, then the tribes must be compensated with an increase in the NAHASDA block grant to support drug elimination programs on reservations. 

Rural Housing and Economic Development Program

CIHD is also concerned with the elimination of the Rural Housing and Economic Development Program from the President’s budget.  Although funded at only $25 million for the past two years, a large portion of RHED grant recipients have been tribes and TDHEs.  Furthermore, although RHED has been said to duplicate USDA programs, on the contrary, this program has been able to fill in for tribes where other programs have not.  It has been a new and useful tool in capacity building and for supporting innovative housing and economic development activities.  Taking into consideration the limited resources available in Indian Country, removing useful programs is counter-productive.  If the goal is to increase the capacity of tribes and other rural communities in order to make them self-sustaining, this is just the sort of program that ought to be supported by the Congress and Administration.

Native Hawaiian Housing

During the last legislative session, Congress enacted the Native Hawaiian Housing Assistance program (P.L. 106-568, Title II).  This is the first such effort to provide aid for Native Hawaiians since the Hawaiian Homes Commission Act of 1920.  Modeled after the NAHASDA, the new Native Hawaiian Housing Assistance program will provide the tools desperately needed to improve Native Hawaiian housing.     

Although housing conditions for the greater Native American population are appalling, Native Hawaiians continue to have the greatest unmet need and the highest rates of overcrowding in the United States.  Overcrowding is seen in Native Hawaiian homes at a rate of 36 percent as opposed to 3 percent for all other homes in the United States.  While housing problems are seen in 44 percent of American Indian and Alaska Natives homes, the number is actually higher at 49 percent for Native Hawaiians, and only 27 percent for other homes in the United States.  Right now there are 13,000 Native Hawaiians, or 95 percent of those eligible to live on the Hawaiian Homelands, who are in need of housing.

There are striking similarities between the problems Native Hawaiians face and those of American Indians and Alaska Natives living on restricted homeland areas.  Loss of tradition and culture, limited access to the benefits of urban centers, limited access to capital, lack of infrastructure, and restricted use of lands held in trust, are problems shared by all three groups.

In light of the desperate conditions in Hawaii, CIHD would like to see $15 million to go directly to the Department of Hawaiian Homelands to support activities in the first year of operation of the new housing program, and $40 million for each year thereafter.

It is very important that Native Hawaiian housing not be lumped together with NAHASDA funding for Native Americans and Alaska Natives.  It is a separate program with separate needs. 

Infrastructure Development

Under NAHASDA, Indian Country has seen a much-needed “housing renaissance.”  A previously neglected population is now utilizing the principles of self-determination to create communities that will eventually require less and less federal aid.  Unfortunately, the housing renaissance will come to an end unless current inadequate funding for infrastructure development increases proportionately with housing funds.  The following statistics help to illustrate the problem tribes face:

· 1 of every 5 homes on Indian reservations lacks complete in-house plumbing – a rate 20 times the national average.

· Less than 50 percent of homes on Indian reservations are connected to a public sewer.

· About 1 in 5 American Indian reservation households dispose of sewage by means other than public sewer, septic tank or cesspool.

Those administering housing programs in Indian Country understand that their work must encompass so much more than basic housing construction.  In the rural, and often remote, locations of many tribal communities, it cannot be assumed that support infrastructure is present or even available.  Unlike in metropolitan areas, where basic systems like sewers, landfills, electricity, water supply and treatment, and paved roads are already in place, remote tribal areas generally require large investments to create these systems for new housing development.  Hauling water in barrels and pots by truck or on foot is a daily reality for many tribal members.  Even where water facilities are present, they are often stretched beyond capacity and have fallen into disrepair. 

A crisis has been reached in Indian Country that has two serious effects.  First, there are currently housing plans for thousands of new units of housing that cannot move forward without infrastructure development.  There are also thousands of existing housing units that lack basic water/sewer infrastructure.  Second, lack of proper sewage treatment and swiftly deteriorating or non-existent water systems daily increase health risks for tribal members.

HUD no longer designates funds specifically for infrastructure, so tribes must choose whether to use their limited NAHASDA fund distribution to build homes to relieve overcrowded conditions, or to use their funds for infrastructure.  Furthermore, limitations have been placed on the ability of IHS to serve HUD-funded homes, compounded by the sharp increase in the number of new homes being constructed under NAHASDA.

In the Indian Health Care Improvement Act Amendments (P.L. 94-437), Congress states that, “it is in the interest of the United States, and it is the policy of the United States, that all Indian communities and Indian homes, new and existing, be provided with safe and adequate water supply systems and sanitary sewage waste disposal systems as soon as possible”, and that the Indian Health Service has the primary responsibility and authority to provide these necessary sanitation facilities and services to Indian homes and communities.  

Funding for Sanitation Facilities Construction for IHS was appropriated at $93.6 million for fiscal year 2001 and the President has asked for roughly the same amount in his FY 2002 budget.  About half this amount will serve existing homes, and half is for new homes.  

Before NAHASDA, there were only around 2000 homes being built per year.  Twenty million dollars was enough to serve those new homes with adequate sanitation facilities.  Since 1997, however, 25,000 new homes have been built or are under development with no significant increase in infrastructure funding.  

Although tribal leaders estimate that the infrastructure backlog in Indian Country would currently require several billion dollars to remedy, CIHD requests an increase of at least $180 million above the existing yearly amount for tribes to couple with NAHASDA funds for housing development and improvement.  This increase is vital for meeting current demand and does not consider the likely growth of the program over the next ten years.  Housing and infrastructure needs must be addressed together in Indian Country or our efforts will not succeed.  

CIHD feels IHS is the proper authority in Federal trust assignments under the Snyder Act of 1929 to provide these health and sanitation funds.  It is not proper that HUD funds be used to pay for infrastructure, especially for scattered sites.  Responsibility for these services should not be required of funds that must be spent on desperately needed housing in Indian Country. 

Although CIHD would like to see infrastructure funds in the full amount come from IHS, we realize this is hardly realistic.  Other programs such as HUD’s Rural Housing and Economic Development Program, the Rural Community Assistance Program, and USDA’s Rural Development and Rural Utilities Service funds can help meet the infrastructure needs but they also will not be enough.  

CIHD recommends directing federal funding to support the efforts of the Interagency Task Force on Infrastructure, as described below under the “Community Linkages” Task Force, to aid in the coordination of federal efforts for providing water and sewer infrastructure in Indian Country.  

Following is a table showing the current need for Indian housing programs: 
	Need Area
	Appropriation Needed




	Existing Housing Operation

Housing Modernization/Improvements

New Housing Development Implementation/Program Operations Costs

Title VI Loan Guarantee Credit Subsidy


Section 184 Mortgage Guarantee Credit Subsidy
	$     113,600,000
   306,600,000

  432,000,000

185,000,000

32, 000,000

6,000,000

	FY 2002 NAHASDA FUNDING TOTAL
	$  1,075,200,000


	Community Development Block Grant Set-Aside
	144,000,000


	BIA Housing Improvement Program
	33,000,000


	IHS Sanitation Facilities Construction
	280,000,000


	Total Request for Indian Housing for FY 2002
	$  1,532,200,000


New Initiatives

· Creation of an Indian housing representative position at each of the Federal agencies involved with banking

For many years, Indian housing advocates have had increased involvement with each of the federal entities dealing with banking:  Federal Deposit Insurance Corporation, Federal Reserve, Federal Housing Finance Board, and the Treasury Department.  

What is lacking and may prove beneficial is the creation of a Native American representative position at each of these agencies to deal specifically with issues of Indian housing.  CIHD feels this would help to facilitate better communication and understanding between tribes and the federal government, particularly where regulations affect the efficiency and direction of Indian housing.  

Tribal housing representatives have testified to the fact that many federal programs remain underutilized by tribes because members either don’t know about them or are unable to apply them in Indian Country.  Sometimes where funding is not the issue, it is inadequate delivery that prevents utilization.

· Directing additional federal funding to the Rural Community Assistance Program to create a 7th program specifically for tribes

RCAP, or the Rural Community Assistance Program, currently operates a network of six regional offices and 180 technical assistance providers to facilitate capacity building and development for rural communities with water and waste infrastructure needs.  These services are offered free of charge to small, rural communities, including tribes, to enable efficient and effective technical, managerial and financial decisions in addressing infrastructure needs.

Although RCAP receives funding from a variety of sources, grants from the U.S. Environmental Protection Agency and the U.S. Department of Agriculture account for most of it.  Unfortunately, tribes have not yet fully utilized these resources to combat the desperate infrastructure needs on Indian reservations, as described above in “Infrastructure Development,” partly because development on tribal land is more complicated than on fee land.  Recognizing the positive impact RCAP has had on other rural areas of the country, CIHD recommends the development of a seventh office to deal specifically with tribal needs with additional federal funding of $2 million for support.  

Millennial Housing Commission Task Forces

Housing Finance
How can access to capital for homeownership (for refinancing as well as purchase) be improved for those who currently fall through the gaps?

1.)  
For tribes, the best way to combat this problem is additional education, training, and technical assistance.  There is a vast lack of understanding of housing finance amongst the general population in Indian Country.  Unlike most other Americans, Native Americans usually grow up in families that never had a home mortgage, never made any substantial financial transactions, and may not even have had a checking or savings account.  For them, basic financial literacy is where we must start.  For others, education in general banking practices can go far in overcoming the barrier of homeownership, allowing access to what is perceived as a foreign system.

EDUCATION

First Nations Development Institute conducts financial literacy courses around the country for Native Americans.  Programs like this should be encouraged, but just as importantly, there should be more information made available to the financial community on how to reach and work with Native populations.  Lenders as a whole still do not understand Indian Country partly because domestic sovereignty is an unfamiliar concept.  Education on tribal rights and the development of uniform commercial codes can make the lending community more comfortable and facilitate increased business in tribal areas.

TRAINING AND TECHNICAL ASSISTANCE

Increased activity in the area of technical assistance is one way to provide greater access to capital for homeownership.  Particularly for small tribes, the problem is not always so much a lack of federal funding, as a lack of tribal resources and expertise in utilizing the funding.  This is the main reason many good programs are grossly underutilized in Indian Country.  

Tribes have few options for this sort of training.  HUD’s Office of Native American Programs receives an annual set-aside from NAHASDA for technical assistance and training and for staff travel, although some of this funding is used to off-set administrative costs rather than for helping tribes.  Even with this set-aside, HUD is not doing enough technical assistance to help implement Indian housing programs, but acts instead as a monitor.  In answer to this lack of technical assistance, NAIHC developed its own program to assist tribes.   

Currently, NAIHC employs ten full-time staff throughout the country, including Alaska, to provide technical assistance and training for its members.  Technical assistance is always provided free of charge, but a low cost is required for Leadership Institute training courses.  

Leadership Institute courses cover such areas as:  

· Fiscal Management

· Development & Modernization

· Resident Services Program

· Personnel & Supervisory Management

· Admission & Occupancy

· Home Buyer Education

· Low Income Housing Tax Credits 

· Tax Exempt Bond Financing

Although these trainers and TA specialists work with tribes and Tribally-Designated Housing Entities (TDHEs) rather than individuals, they have been able to expand the capacity and opportunities available to the tribes and TDHEs to help their members.  This sort of training and technical assistance is badly needed almost everywhere, but there is only so much ten people can do.  

A TA specialist typically makes 15 to 20 on-site technical assistance visits per year, spending a number of days at each location and most sites require multiple visits throughout the year.  From August 1999 until July 2000, 72 tribes received technical assistance, although over 100 total requests were received.  

NAIHC operations are funded by annual appropriations through the Community Development Block Grant.  Appropriations have fluctuated widely over the past four years, allowing for expansion, but now also threatening operation with this year’s proposed cuts.  

Year


CDBG Appropriation 
NAHASDA Appropriation

FY 1999

$1.8 million


$0


FY 2000

$2.2 million


$2 million

FY 2001

$2.6 million


$0

FY 2002 (proposed)
$2.2 million


$0

As you can see, fiscal year 2000 brought in $4.2 million for NAIHC.  With the additional $2 million, NAIHC was able to expand its staff and develop special projects such as:

· A scholarship program for attending training seminars and NAIHC national meetings

· A mentoring program to utilize the expertise of one tribe to assist another who is struggling

· Free training sessions for tribal leaders, free training in accounting skills, and free training for small tribes in implementing affordable housing activities

As further use of the new funds, an initiative was developed to encourage small tribes and Indian Housing Authorities to leverage new resources to build housing. The Enterprise Foundation, AMERIND Risk Management Corporation and the National American Indian Housing Council have joined forces to provide $1 million in grants and technical assistance/mentoring, funding up to 30 tribes in grant amounts of $25-$30,000.  To be eligible for the program, a TDHE must receive less than $200,000 annually in Indian Housing Block Grants and document a minimum of 25% match. 

Since appropriations dropped to $2.6 million in FY2001 and now likely even lower for FY 2002, these new programs will unfortunately have to be discontinued.  As important as increased block grant and other production and rehabilitation funds are, technical assistance funding is vital for development and efficient use of other appropriations. 

CIHD would like to see NAIHC technical assistance and training funding at a minimum of $3.5 million for FY 2003, with increases of $200,000 to $300,000  each year thereafter for continued capacity building. 

2.) Another way to improve access to capitol for homeownership in Indian Country is to streamline the Section 184 Loan Guarantee Program.  Section 184 was originally designed to make it easier for individual tribal members, particularly in isolated communities, who would otherwise qualify for a traditional mortgage loan to obtain mortgage loans on trust land.  Lenders have avoided approving mortgages on trust land because they are not allowed to foreclose and repossess in the case of a default.  Section 184 provides the guarantee for the loan, allowing these qualified tribal members access to traditional mortgages.    

Several problems have plagued the Section 184 program.  First, it takes too long to get HUD approval.  Many times it has taken as long as six months to approve a mortgage proposal, and the opportunity to obtain the loan will have passed.  Explanations for this delay have so far been unavailable.

The other problem is that the process is not user-friendly.  As explained before, many tribal members have never had a mortgage and are not able to navigate through financial systems.  If the process is streamlined, while still protecting lenders, more people could gain access.  

CIHD recommends assigning a task force to investigate these problems to find out what is holding up the process and how it can be made more user-friendly.  Ideally, the task force should consult lenders, HUD, and Indian housing authorities for recommendations.  
Preservation

How can we best provide the capital to finance the rehabilitation needs of the affordable housing stock (both public housing and the assisted inventory)?

In Indian Country, one way to preserve existing housing stock is to increase the value of housing being built at the outset.  This problem is not as prevalent as it was when tribes operated under the 1937 Housing Act, but the effects can still be seen in housing less than ten years old becoming rapidly unlivable due to poor quality of the original structures. 

Under the 1937 Housing Act, tribal housing authorities were basically rewarded for building substandard housing.  Funding was granted proportional to need so if an IHA could demonstrate need even in existing housing stock, they would receive more funding.  

Furthermore, the IHAs were the only show in town.  As demonstrated earlier in this report, tribes couldn’t borrow money because there was none available to borrow.  Federal grant money had to be stretched as far as possible.  Corners were cut on construction so that more houses could be built. 

These problems were exacerbated by HUD’s policy of applying uniform housing production to all areas of the country, from sub-zero temperatures in northern Alaska, to wet forests of Idaho and desert conditions in New Mexico.  Housing appropriate for the suburbs of Chicago has not withstood climatic conditions of rural Indian Country. 

The situation has changed somewhat as economic development has increased on reservations - more mortgage loans have become available, and tribes are able to choose the design of NAHASDA-funded construction - but the original problems persist, exacerbated by lack of rehabilitation and maintenance funding.

The Bureau of Indian Affairs currently administers the Housing Improvement Program (described above in “Recommendations for Current Indian Housing Programs”), which serves as the main source of rehabilitation money for Indian housing stock.  A crucial tool to round out housing programs for many tribes, the HIP program has been chronically under-funded since its inception.  

There are four categories of assistance in the HIP program:


Category A:  
emergency repair grants

Category B:  
repair assistance that allows a home to be brought up to 

standard


Category C:  
down payment assistance


Category D:  
grants for the construction of new homes

HIP services have historically concentrated on rehabilitation or expansion of existing housing stock, leaving the responsibility for new construction to other federally assisted programs.  

A dramatic increase in appropriations for this program, funded at just under $20 million in FY 2001, would help preserve housing stock in Indian Country.  CIHD recommends at least $33 million for FY 2003.

Tax Policy
How could the various tax policy “tools” (e.g., tax credits, bonds, passive loss allowances) be better used to promote (a) the production of affordable rental housing, including housing for extremely low-income families, and (b) homeownership?

· Create an Indian housing set-aside for the Low-Income Housing Tax Credit Program 
· Create an Indian housing set-aside for the Mortgage Revenue Bond Program
· Make tribes eligible for tax-exempt bond financing
Tribes are not on a level playing field when competing for LIHTC credits and so have not been able to utilize this program as well as they should.  If there were a per capita state set-aside for Indian tribes, tribal programs would stand a better chance of being awarded credits.  

For Mortgage Revenue Bonds, CIHD would like to see an increase in the state funding allocations and also a set-aside for tribes.  MRBs are a proven tool in economic and housing development and should be more readily available to Indian tribal governments, for whom availability to private capital is almost nonexistent. CIHD further supports the enactment of H.R. 951 and S. 677, The Housing Bond and Credit Modernization and Fairness Act of 2001. 

Each of these changes would substantially increase the availability of financing to improve housing and infrastructure in tribal areas.   

Please also see “Private Market Incentives” above.

Community Linkages

How can the eligibility requirement and planning requirements that govern housing programs be coordinated with non-housing programs (such as transportation, child care, and health care) so that housing policy reinforces welfare reform to assist strong, self-sufficient families?

Coordinating requirements for housing and non-housing programs is simply good business, and efforts are already underway to do this in Indian Country.  Lacking only adequate funding, the Interagency Task Force on Infrastructure is working to coordinate the efforts of BIA, EPA, HUD, IHS and USDA to address water and sewer infrastructure needs in tribal areas.  The goal of the Task Force is to formulate an “interdepartmental agreement” which, among other things, will coordinate environmental clearances, coordinate funding, and implement uniform and consistent policies by field offices.  Not enough time has passed to truly test the effort, but CIHD is optimistic that it will promote better delivery of services to tribal members.

The Coalition for Indian Housing and Development would like to thank the Co-Chairs and Commissioners of the Millennial Housing Commission for providing this opportunity to submit comments as you work towards formulating your report.  We also appreciate that the Congress saw a need for this type of study and look forward to the outcome.  It is almost always lack of understanding of tribal issues at the federal level that hinders development, but through a common search for knowledge and solutions, positive changes can be made.  

With permission of the Co-Chairs, CIHD would like to coordinate a briefing of Indian housing issues for MHC later in the summer to further illustrate needs and possible solutions for housing in Indian Country.  To make arrangements or for any additional information, please do not hesitate to contact me at (202) 789-1146.






Sincerely,






Kristy L. McCarthy






CIHD Director
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� NAIHC estimates 52,000 units currently need renovation and an additional 19,000 need replacement. This figure assumes an average of $26,000 per unit, for 11,792 units in FY2002.





� Assumes increase in annual development to 4,500 units at an average cost of $96,000/unit.  HUD estimates new construction needs at 1/3 of the existing housing stock or approx. 50,000 units.  In addition, this takes into consideration about 30 new federally �recognized tribes that will be eligible for housing assistance.





� Includes $147 million for administration of the Indian housing program at the tribal level, and an additional $38 million for environmental reviews, planning and technical assistance as required under the Act.





� Compared to Fiscal Year 2001 Appropriations of $650,000,000.





� Assumes an increase of the CDBG Indian set-aside from 1.5% of the proposed $4.8 billion to 3% to develop much-needed infrastructure resources and economic development opportunities.





� Compared to Fiscal Year 2001 Appropriations of $11,000,000.





� Compared to Fiscal Year 2001 Appropriations of $94,000,000.
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