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Introduction
Last month, 750 participants gathered at the Hyatt Regency Hotel in Chicago, Illinois for
the Fourth Annual Native American Homeownership and Legal conference sponsored by
HUD.  This year, the conference focused on HUD Secretary Andrew Cuomo’s Shared
Visions initiative and is the first in a series of two Summits to be held in 1999 addressing
homeownership, legal and economic development issues throughout Indian country.  To
kick off the Summit, Secretary Cuomo announced new legislative initiatives to increase
homeownership among Native Americans and stressed HUD’s commitment to these new
initiatives.

Opening statements were also presented by Keller George, President of the United
South and Eastern Tribes, Joe Garcia, representative of the National Congress of
American Indians and Chester Carl, President of the National American Indian Housing
Council.

The Summit began on March 29th with an informal Welcome Reception for all
participants. The informal atmosphere allowed for old friends to get reacquainted and
new friendships to form.  A second reception on March 30th recognized the dedication
and contributions of all those who participated in the negotiated rulemaking process and
was also a chance for participants to take advantage of the valuable information the
twenty-eight public and private Resource Room exhibitors had to offer.

On March 31st, HUD hosted a luncheon where the Assistant Secretary of Public and
Indian Housing Harold Lucas spoke on the issues facing Native Americans today and
reiterated HUD’s continuing dedication in addressing these issues.  Highlighted at this
luncheon were twelve tribes and Indian housing authorities(IHA) who received the
“Program Initiative Recognition Award” for their initiative in designing homeownership,
rental housing, homebuyer counseling and economic development programs to address
housing, legal and economic development issues facing them.

During this two and a half-day event, participants attended intensive training sessions
focusing on economic development, homeownership, legal issues, rental housing,
organizational development and homebuyer counseling.  In addition to the scheduled
training sessions, many participants met with HUD staff during the Native American
Housing Assistance and Self-Determination Act of 1996(NAHASDA) Listening sessions to
discuss their concerns and offer suggestions for change.  Whether meeting in a training
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session or individually, participants shared their own “secrets to success” and gained
new ideas to improve their existing programs.

Overall, Summit participants were pleased with the valuable information they received in
the training sessions and the contacts they made through networking at the receptions
and breaks.  The structure of the training sessions was more popular with participants
than the panel workshops of previous years.  Participants left the final day of the
Summit feeling like their time in Chicago was well spent.  They were going back to their
organizations with tips and advice they had gained at the Summit to improve their
homeownership and economic development programs.

Although most had only positive remarks about the structure of the Summit, there were
some suggestions on how to improve conferences in the future.  While many
participants stated that the sessions were full of valuable information, they thought
there was not enough time to absorb all the knowledge the presenters had to offer.
Thus, the sessions were not as productive as they could have been given the session
length.  In the future, session length should be extended.  Also, some sessions were so
popular that participants suggested these be offered twice to avoid conflicts with other
popular sessions.  Everyone wanted to see more copies of the materials, as well as a
hard copy of the speakers’ slide presentations.  Finally, participants proposed that
although Chicago was a convenient location, they would like to see the conference
moved out west.  Some suggestions for next year’s conference were Seattle, Santa Fe,
Phoenix, Albuquerque and San Diego.

The following sections of this report highlight:

û Key points raised in the various training sessions;
û Issues discussed during the NAHASDA Listening Sessions;
û Results of final day consultation; and
û New HUD technical assistance products available to tribes.

Track Overview
This section of the report emphasizes some of the key points addressed during the
training sessions.

Rental Housing Track
Sessions – The Basics; Finance; Incorporating LIHTC in Your Rental

Housing Program; Designing an Effective Special Needs Rental
Program; LIHTC in Action; Rental Alternative

Facilitators – Paul Caouette, HUD Community Builder and Luke Toyebo,
 National American Indian Housing Council

Speakers – Frank Pertrovich, Jr., Cook Inlet Housing Authority; David
Southerland, Cherokee Nation Housing; Bill Picotte, Oti Kaga,
Inc.; Brenda Bouthot, Kodiak Island Housing Authority; Curtis
Cook, AARP; Jane Barrett, Red Lake Reservation Housing
Authority; Don Fancher, Executive Director, AVCP Housing
Authority
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Rental housing is an important part of many tribes’ housing portfolios.  This track
provided in-depth information on creating and managing rental housing.  With topics
ranging from how to set up rental assistance programs, such as Low-Income Housing
Tax Credits(LIHTC), to designing and funding special needs programs, the sessions
focused on building partnerships and researching various funding sources.  Participants
agreed that the key to a successful program was reliable investors, leveraging money
and a solid plan.  Some other key issues and comments that were a result of participant
discussions during the sessions are listed below.

Investment:  While investment by private, public and nonprofit entities is
important for the development of rental housing, finding these investors can be
difficult.  Session participants and trainers suggested pooling investors and
leveraging outside resources as much as possible to obtain the program money
needed.  Participants warned, though, that with more money comes more
administrative burdens.

Alternative Rental Housing Programs: Although homeownership is popular
among tribes, not all families are ready for it.  Session participants and trainers
suggested that tribes should think about alternatives to the traditional rental
housing programs by creating programs such as elderly housing and student
voucher programs.  To successfully implement such programs, some participants
suggested developing eligibility criteria and a leasing policy early during the
program planning.

Economic Development Track
Sessions – Assessing Economic Development Options; Creating and

Maintaining an Environment for Business; Resources for Financing
Economic and Business Development; Tribal Business
Development; Microenterprise Development; Business
Diversification

Facilitator – Robert Barth, Office of Native American Programs, HUD
Speakers – Ken Webster, NAIHC; Jonathan Taylor, Harvard Project on

American Indian Economic Development; Craig Nolte, Federal
Reserve Bank of San Francisco; JoAnne Lewellen, Federal Reserve
Bank of Minneapolis; Thomas Fredericks, Pelcyger, Hester, and
White; Michael LaPointe, Sicangu Enterprise Center; Dolly Lane,
Navajo Nation; Sue Shaffer, Cow Creek Band of Umpqua Tribe;
Mark Brodziski, U.S. Department of Agriculture

Knowing that tribes are facing many fundamental obstacles concerning economic
development, this track was established to address these problems and discuss options
to creating economic development programs.  Sessions focused on a variety of topics
from the importance of community participation and community involvement in tribal
economic development to the “Nation-Building” concept, where tribes focus first and
foremost on the establishment of governing institutions that match contemporary
indigenous cultures and exercise their sovereignty.  There were at-length discussions
during these sessions that resulted in the following key points concerning economic
development.
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Politics and Economic Development: Throughout Indian country, economic
development can be challenging due to the influence of political environments.
Participants indicated that honest governments and strong relationships with the
local community and business partners can be determining factors in the success
of a tribe’s economic and business development goals.

Planning for Economic Development:  Planning for economic development can be
difficult because of all the unknown variables related to the needs of a
community.  To address this challenge, participants suggested that economic
development practitioners begin with three simple steps:

(1) Gain community input by asking tribal elders to share their knowledge
of the community and its needs;

(2) Look for previous assessments and plans that have been done in the
area – whether by states, local governments, or the tribe itself – in
order to learn lessons and reduce the amount of research necessary;
and

(3) Develop internal controls for departmental and individual
responsibilities, including clear guidelines on how each entity will be
held accountable for the planning process and its outcomes.

Financing Options: As the physical distance between Indian country, financing
resources, and technical assistance grows, the ability to act quickly and take
maximum advantage of financial opportunities is diminished.  In addition, as
agencies are forced to downsize and consolidate their operations, access to
funding programs also becomes more challenging. Participants and trainers said
that the key to overcoming these obstacles was to address the concerns of the
lenders and investors by adopting existing state commercial laws in order to
“level the field” for investment.  They stated that banks are the “gateways” to
many lending programs and their participation can make or break a small
business or micro-lending program.  To gain this support from area lenders, it is
critical to have a compassionate, but firm, collections process.

Homeownership Track
Sessions –  The Basics; Homebuyer Finance;

Capacity-Building: Using the Title VI Demonstration Program to
Finance Homeownership; Self-Help; Addressing Infrastructure;
Setting Up Your Homeownership Program; Moderate Income FHA
Guaranteed Mortgage Demonstration

Facilitators – Bob Gauthier, Salish & Kootenai Housing Authority, and
 Mercedes Márquez, Office of Civil Rights and Fair
 Housing, HUD

Speakers – Charlie E. Eiseman, Jr., Western Security Bank; Jay Marcus,
The Enterprise Foundation; Scott Stewart, Federal Home Loan
Bank of Chicago; Chuck Merritt, Valerie Harris & Jim Hamilton,
IHA Management Systems, Inc.; Chris Manion, Office of Native
American Programs, HUD; Peter N. Carey, Self-Help Enterprises;
Leslie Newman, Proyecto AZTECA; John Romano, Rural Utilities
Service, USDA; Ken Stocks, Coeur d’Alene Tribal Planning and
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Development Corporation; Richard Smith, Jr., Minnesota
Chippewa Housing Corporation

The seven sessions under the Homeownership Track focused on the key issues involved
in striving for homeownership in Indian country, including offering tips and techniques
for tribes and tribally designated housing entities(TDHE) creating new homeownership
programs.  Facilitators, trainers, and participants shared ideas about attracting and
working with lenders to take advantage of programs such as NAHASDA, the Section 184
Loan Guarantee Program, self-help programs, and the newly-implemented Title VI
Demonstration Program.  Speakers also discussed with participants other considerations
involving infrastructure and homebuyer counseling.  Two real-life case studies ended the
Homeownership Track by offering insights into how tribes, TDHEs, and lenders can work
together to leverage resources and provide homeownership opportunities for more
families than ever before. Key issues and comments that were a result of participant
discussions during the sessions are listed below.

Borrowing and Lending: Although NAHASDA targets families at or below 80% of
median income, many families above this limit do not have ready access to
mortgage financing in Indian country.  One suggestion that was repeated
throughout the sessions by participants was the need for tribes to leverage all
available resources.  This means looking beyond federal subsidy and working
with lenders.  Resources to access include tax-credit programs such as the LIHTC
Program, mortgage financing program, and revolving rehabilitation loan
programs.  Some participants suggested even using income from mixed use
housing, commercial housing and market housing to subsidize affordable housing
programs.

Infrastructure:  Setting up infrastructure now involves more than consulting
Bureau of Indian Affairs(BIA) and Indian Health Services(IHS).  Participants
stated that tribes should look into accessing programs such as the U.S.
Department of Agriculture’s(USDA) Water and Waste Disposal Loan and Grant
Program to help finance their systems.  It would also be helpful to tribes if
Congress approved a set-aside of up to 3% of national funds to finance
infrastructure for Indian areas.

Homeownership Assistance:  In order to avoid a “bleeding affect” in which
valuable persons and resources leave the tribe, downpayment assistance and
homebuyer counseling should be made available for all families.

Homebuyer Counseling & Education Track
Sessions –   Defining Counseling Needs and Types of Counseling

  Programs; Pre-Occupancy Counseling; Purchasing a Home; Post
Occupancy and Default Counseling; Implementing a One-On-One
Counseling Program; Developing a Counseling Program for
Prospective Homebuyers

Facilitator – Donna Fairbanks, Indian Housing Programs, Minnesota
  Housing Finance Agency
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Speakers – Jeffery Koleski, Neighborhood Housing Services/Oklahoma
City, Inc.; Terrie Paredes, Norwest Mortgage HomeBuyers Club;
Carol Wiklund, ABODE Consulting; Deborah Moffitt, Ronan
Housing Authority; Robert Skjonsberg, Norwest Mortgage;
Michael LaPointe, Sicangu Enterprise Center; Robert Cheadle,
Housing Administrator, Chickasaw Nation.

Mortgage lending in Indian country is a relatively new concept - and because many
tribes continue to operate in cash-in-hand economies, the idea and importance of credit
is unfamiliar.  As a result, education and counseling is an essential first-step in the
homeownership process.  The sessions brought participants through the various stages
of the counseling process and gave participants ideas on how to design and develop a
program.  Key issues and comments resulting from the sessions are listed below.

Credit:  The two biggest obstacles for Native American homebuyers are poor (or
no) credit history and fear.  Mortgage lending has a special jargon just like any
other field or profession.  This is one reason why people are fearful – they do not
understand the process, terminology and what is required of them.  Counselors
can help homebuyers overcome this fear by creating an environment where
people feel comfortable asking questions.  Demystifying technical subject matter
for potential homebuyers is essential to their success as homeowners.

Types of Counseling Programs:  The key to a successful counseling program is to
conduct a needs assessment and then tailor programs to clients’ needs.
Participants and trainers stated that the needs of homeowners vary and so
should counseling programs.  Some programs may require comprehensive
education or extensive credit counseling, while for others fast-track counseling
may be sufficient.  One important point that participants made was that no
matter what “type” of program is implemented, it should be continuous.
Ongoing counseling allows counselors the opportunity to identify and circumvent
potential problems early on and gives new homeowners an opportunity to get
together periodically to talk about their experiences.

Delinquency Counseling:  This particular counseling is essential to the well-being
of tribes.  As participants pointed out, one foreclosure can affect the
opportunities available for other tribal members.  Some stressed the importance
to counsel individuals that some problems are inevitable (due to death or
divorce, for example) and that if confronted early, they can be dealt with much
more efficiently and effectively.
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Building an Effective Housing Organization Track
Sessions – Developing Your Business Plan; Implementing Your

Business Plan; Developing a One-Stop Mortgage Center; Setting
Up a Non-Profit; Pine Ridge; Developing Your Organizational
Vision

Facilitator – Trish Roberts, ICF Consulting
Speakers – Dick La Fever, Crossroads Leadership Institute; Frank

Pertrovich, Jr., Cook Inlet Housing Authority; Joanna Donohoe,
HUD Community Builder; La Charla Figgs, The Enterprise
Foundation; Paul Iron Cloud, Oglala Sioux Lakota Housing
Authority; Shana Soldswisch and Nerissa Alexis,
PriceWaterhouseCoopers; Blake Chambliss, Rural Community
Assistance Corporation, Nancy Warneke, Salish Kootenai College

In the wake of NAHASDA, Tribes, IHAs, and TDHEs, are afforded a tremendous new
range of opportunities to define their own visions, plans, and goals.  However, while
self-determination means freedom to choose, it also means a greater degree of
responsibility, and the whole range of urgent problems facing these organizations must
be addressed with a limited amount of public funds.  With topics ranging from the most
basic elements of defining an organization's mission to such specific business lines as a
one-stop mortgage center, these sessions focused on reinforcing the capacities of
organizations to identify and focus their resources in a culturally appropriate manner.
Participants agreed that the keys to successful organizational development was good
planning, building systems to incorporate the interests of all stakeholders, and
developing systems to allow for the monitoring and evaluation of plans and a built-in
capacity for change.  Some other key issues and comments that were a result of
participant discussions during the sessions are listed below.

Organizational Development: Developing and implementing successful business
plans is not always easy.  Participants suggested that the process for developing
each of these plans should include systems to foster and solicit the input of all
stakeholders in the process to ensure success.  Such systems should include
outreach campaigns, periodic meetings, or public forums.  They also stated that
vision, strategic plans and individual business plans should be part of a wholly
integrated system.  This means ensuring that the vision is culturally appropriate
and speaks to the true needs and desires of the constituent population as well as
the organization’s staff.  The focus should be on the organization’s goals, rather
than procedures.

Communication:  Communication within an organization is key to the success of
the organization. Participants stated that organizations must work to build
communication among its staff, as well as with the customers it serves.  They
suggested that built-in systems to ensure communication between levels of
management are essential to an organization’s success.  Another key to success
that was emphasized throughout the sessions was the organization’s openness to
change.
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Legal Issues Track
Sessions – Legislative and Litigation Update; Selected Legal Aspects of

Housing Finance; Construction Law Issues; Equal Housing and
Civil Rights in Indian Country; Ethics; Labor Law Issues; U.S.
Housing Act to NAHASDA Transition; Indian Land Issues; Tribal
Housing Legal Infrastructure.

Facilitators – Randall Akers, Southwest Office of Native American
Programs, HUD; Jerry Gardner, Tribal Law and Policy Institute;
Raphael Mecham, Southwest Office of Native American
Programs, HUD; Barbara Gallegos, Southwest Office of Native
American Programs, HUD; Ken Bowring, Northwest Office of
Native American Programs, HUD.

Speakers – Patricia Zell, U.S. Senate Committee on Indian Affairs;
Curtis Burkey, Law firm of Alexander and Karshmer;  Ann
Sherman, Ater, Wynne, LLP;  Thomas Fredericks, Fredericks,
Pelcyger & Hester, LLC;  Art Bunce, Law Offices of Art Bunce;
James Wulfsberg, Wulfsberg, Reese, Ferris and Sykes P.C.; Diana
Ortiz, Office of Human Resource Law, HUD; John Vandermolen,
Private attorney;  David Heisterkamp, Wagenlander & Associates,
LLC;  Robert Miller, Private attorney;  Catherine Baker Stetson,
Stetson Law Offices, P.C.;  David Rapport, Rapport & Marston;
Leah Harjo Ware, Indian Country Lawyers;  Denise Chee, Chee
Law Offices;  Genni Denetsonie, BIA.

The legal tracks provided a wide range of sessions relating to housing issues in Indian
country.  The sessions allowed attorneys from all over the country to come together and
share knowledge and experiences in their given area of expertise.  Most sessions
included recent relevant cases and legal decisions.  The legislative and litigation update
session provided an overview of key Indian legislation and its status, as well as notable
court cases affecting housing in Indian country.  Other sessions included topics on
housing finance, alternative construction systems, discussions on the Byrd amendment,
and new management and organizational structures as a result of the transition to
NAHASDA.  Other issues that were raised in the legal sessions are listed below.

Sovereign Immunity: The Supreme Court’s recent decisions address tribal
sovereign immunity and state taxation of a variety of activities occurring within
Indian country.  Specifically, the court issued the following decisions:

1) Indian tribes have sovereign immunity from a lawsuit arising from
business dealings with non-Indian corporations outside the
reservation boundaries;

2) States have the authority to impose taxes on the proceeds earned by
a construction company that contracted with the BIA to construct
roads on Indian reservations; and

3) A county has authority to impose its real property tax on land within
the reservation that had been allotted to Indians or sold to non-
Indians during the allotment period and then purchased by the tribe
to augment the tribal land base.
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Tax Exemption: Tribal governments may qualify for reduced tax exempt rates of
interest meaning the receipt of the interest payments made on the debt are
excludable from the gross income of the lender for federal income tax purposes.
This exemption enables a lender to offer the tribe a lower rate of interest
because the lender is not taxed on interest paid on the debt.

New Initiatives: Tribal Consultation and NAHASDA Policies
The following section contains an overview of the Tribal consultation process as required
by President Clinton’s Executive Order.  It also summarizes the issues raised during the
NAHASDA Listening Sessions and reiterates the suggestions given by attendees during
the final day general session.

Overview of Tribal Consultation Process
In acknowledgement of President Clinton’s Executive Order 13084, “Consultation and
Coordination with Indian Tribal Governments”, HUD reaffirms its commitment to
consultation and the unique government-to-government relationship with federally
recognized tribes.  The “Consultation and Coordination with Indian Tribal Governments”
directs federal agencies to consult with tribal governments as much as possible prior to
taking actions that will affect federally recognized tribal governments.  HUD recognizes
the importance of tribal self-governance and is committed to obtaining tribal input into
the policies and procedures it develops.  Throughout the upcoming years, HUD will
strive to consult with small, medium and large tribes on matters that directly affect their
communities.

Overview of NAHASDA Listening Sessions
The following subsets are a list of the six sessions that took place within the NAHASDA
Listening Sessions Track.  These sessions were a chance for HUD staff to hear the
concerns and ideas of the participants regarding various NAHASDA issues.  Participants
were given the opportunity to ask questions of HUD, as well as offer suggestions on how
HUD could improve its processes and programs to better suit the needs of tribes/TDHEs.
HUD has recorded the issues and comments received during the listening sessions and
will begin to develop its agenda for the upcoming year based on the needs and
suggestions received from the participants during the Summit.  HUD is dedicated to
addressing all of the following and will consult with tribal representatives in making sure
that its agenda is in line with tribes/TDHEs.

Indian Housing Plan/Annual Performance Report
This session focused on the requirements of the Indian Housing Plan (IHP) and Annual
Performance Report (APR), including a discussion of eligible/model activities and
cooperation agreements.  Key issues and suggestions that were addressed during the
session are listed below.

IHP/APR
1. Part I and II of the Financial Resources is not balanced.
2. Tribes need clarification on the difference between one-year goals and one-

year objectives.
3. HUD should change the definition of goals and objectives to industry

standards.



06/02/99 10

4. Tribes need clarification on how recipients handle reserves or carry forward
reserves from year to year.

5. Tribes need clarification as to whether the line item in Table 2 (prior year
funding) has lost its meaning.

6. Tribes need clarification as to whether revisions to the IHP are mandatory.
7. There are transition period problems with IHP/APR and when they are due.
8. Tribes/TDHEs are being misinformed about standard/nonstandard activities.
9. HUD should clarify when non Indian Housing Block Grant (IHBG) funds have

to be spent and whether or not there is a timeframe for obligation of 1937
Act funds.

10. HUD needs to clarify the requirement of the IHP contents and review process
for the IHP.

11. Tribes need clarification on the revision process of the APR.
12. The APR should mirror the IHP.
13. There should not be a form for the IHP/APR – makes it too inflexible.
14. HUD should review the structure of both the IHP and APR in order to make it

better.
15. There should be a 60-90 day comment period put into effect for consultation.
Cooperation Agreements
1. Tribes need clarification as to whether cooperation agreements can be

transferred from an IHA to the tribe/TDHE.
2. Need legislation or NAHASDA amendments to address cooperation

agreement problems and to make it work.  Look at a total change to the
language or the ability for HUD to provide waivers when needed. Look at
what would be better for tribes and how amendments would affect tribe
sovereignty.

3. HUD should lobby Congress to change the statute for cooperation
agreements.  It does not work in California because of landless tribes, nor in
South Dakota because state law does not recognize tribal governments.

4. HUD needs to address the fact that local governments are not providing
these services – cooperation agreements.

5. HUD needs to address the tax exempt issue problem.
Eligible Activities
1. Tribal members should be placed on HUD’s review committee (NRC).
2. HUD needs to create a mechanism to share the approved activities with all

tribes.
3. HUD should keep an open mind when approving activities (looking at what

was approved with the 1937 Housing Act).
4. HUD should examine Section 202 funding when considering Economic

Development – Economic Development use to be a linked activity to housing.
5. Tribes need clarification as to whether cooperative housing is a model

activity.
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Financial Issues
This session focused on financial issues, such as Line of Credit Control System(LOCCS),
Program Income and Investments.  Participants raised some key questions and issues,
as well as gave valuable suggestions on how HUD could revise their processes and
programs.

Investments
1. Comment on independent audits versus HUD reviews.  Determine which was

greater weight.
2. Tribes need clarification as to the beginning of the timeframe for the two

year requirement on investments.
3. Tribes need clarification on the relationship between the investment two year

requirement and the two year 90% obligation requirement.
4. HUD should clarify what information a self-governance tribe needs to submit

based on 1000.28.
5. HUD should explain its actions during the 60-day review process for a self-

governance tribe.
6. HUD needs to update investment policies defined in accordance with the

investment notice (check list to be developed).
7. Tribes should be able to invest non-restricted funds as they wish.
Program Income
1. Clarification is needed as to whether program income is from NAHASDA

funds, ’37 Act funds, or both.
2. Tribes need clarification on whether interest earned from proceeds of sale is

considered program income.
3. Tribes need clarification as to when program income is available for

disbursement.
4. Tribes need clarification as to when the grant period ends in accordance to

85.25(b).
5. Tribes need clarification as to whether they can draw down funds when

program income is used for reserves – 85.21.
6. HUD needs to hold formal consultations with tribes regarding program

income and self-governance.  The members of the meetings should represent
small, medium and large tribes.

7. Clarification is needed as to who the tribal members of the Program Income
workgroup represent.

LOCCS
1. Tribes need clarification as to how PIH Notice 99-5 applies when the TDHE is

in litigation.
2. Tribes need clarification as to whether there will be additional reporting

requirements on use at the end of two year investments.
3. Local offices should not lock down LOCCS when a recipient asks HUD to do

an environmental assessment.
4. LOCCS should contain a warning on environmental review and refer to the

environmental review.
5. HUD needs to give guidance to tribes/TDHEs as to what the guidelines for

drawing down funds is in LOCCS – within 45 days of receipt.
6. There should be single line item in LOCCS.
7. Warning: If tribes do not access LOCCS regularly, they will get locked out.
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Formula Concerns and Cost Limits (DC&E) Changes
This session provided the opportunity for participants to express concerns with the
current formula distribution developed during the negotiated rulemaking for IHBG.
Changes and suggestions for DC&E were also discussed.  Below are key issues,
questions, and suggestions raised during this session.  HUD will be forming a workgroup
or committee to look at revising the formula in the near future.

Formula
1. In the Census 2000 information there is a lack of housing condition

statistics.
2. The two year obligation is critical.
3. HUD should clarify as to whether tribes/TDHEs can remain in the program

under the ’37 Act or are they forced into NAHASDA. There were requests
that a letter be sent to each tribal member explaining the affects of
NAHASDA.

4. HUD should explain what the American Housing Survey contains.
5. HUD should explain why funding in Oklahoma went down while

appropriations went up.
6. Minimum Funding.  Use TDC/DC&E to fund at least one unit per year for

each tribe.
7. HUD should partner with IHS and BIA to gather more data.
8. HUD should consider counting NAHASDA units in the formula.
9. HUD needs to explain change to NAHASDA (e.g. how the minimal funding

limits affect tribes in Alaska).
10. Tribes would like information on corrections and challenges to the formula

and how they can document these.
11. HUD needs to revisit the minimum funding for small tribes.  As it stands the

minimum funding ($50,000) is not enough.  Alaska natives agree that the
minimum funding needs to be increased – HUD needs to take into
consideration the higher cost of living in Alaska and the higher cost of
construction.

12. HUD should advocate the need for Congress to provide more funding for
NAHASDA.

13. Tribes/TDHEs need clear explanation of how HUD will address the
overlapping areas.

14. HUD should consult with tribes when they are reworking the formula.
Members of the consultations should be from small, medium and large tribes
in order to create a balance.

15. HUD should consider IHS data and talk to IHS about its funding
mechanisms.  IHS and HUD need to share data to be more accurate.

16. HUD should look at data on education levels in homes provided by BIA.
DC&E
1.  HUD should utilize tribal specific research when calculating DC&E.
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Monitoring and Oversight
This session reviewed the statutory and regulatory requirements and provided an
overview of the process for identifying recipients to be monitored.  It also discussed self-
monitoring by recipients and allowed participants to give feedback on HUD’s monitoring
and oversight process. The following are a list of suggestions and concerns that were
highlighted during the session.

Submission
1. HUD should not encourage electronic submission of APR – not fair to tribes

who are not computer savvy.
2. HUD headquarters should support field office provisions of technical

assistance.
3. HUD should not place submissions on the internet.
Compliance
1. Tribes want to know due process for noncompliance – need more information

on substantial noncompliance.
2. Tribes need clarification as to whether HUD is going to combine compliance

supplements with the Office of the Inspector General(OIG) and the Office of
Management and Budget(OMB).

3. Tribes should not be held responsible for TDHE compliance after submitting a
notice to HUD that the TDHE’s performance is unacceptable.

4. HUD should make sure that performance goals are coordinated with the
program year.

5. Enforcement should fit in with A-133 compliance requirement.
Review
1. Tribes need clarification as to whether HUD will review the certification of

self-governing tribes or will it rely on BIA review.
2. HUD needs to clarify whether all NAHASDA funds are subject to a hearing

process.
3. HUD should give copies of the review checklists to all tribes/TDHEs.
4. HUD should obtain a scanner.

Title VI
This session discussed the implementation of the Title VI Demonstration Program.
Participants were most concerned with the following issues:

1. Tribes want an application package/documentation for the Title VI program.
2. Tribes want to know how much of the Title VI money will be guaranteed.
3. Tribes also want to know ways to secure their portion of the guarantee and

the options available to small tribes.

Environmental Issues
During this session, participants discussed how some tribes are taking control of the
environmental process in their area.  Topics included statutory and regulatory
requirements and the role HUD plays in the process.  Comments that were cited during
this session are listed below.

Environmental Review and Other Issues
1. HUD should consider linking LOCCS to environmental clearance.
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2. Tribes need clarification as to where the environmental review states that
HUD can use the National Environmental Policy Act(NEPA) to affect NAHASDA
funds.

3. Tribes need clarification as to what happens to funds if an environmental
error occurs but the project is complete.

4. Tribes need training on environmental review.
5. Environmental assessments are site specific.
6. Tribes need clarification as to whether or not there are any situations where

“tainted” sites can be used.
7. Tribes need clarification as to whether investments are “exempt activities”.
8. HUD should clarify whether or not there is due process when environmental

errors are discovered.
9. Tribes need clarification as whether there is a different format of the Request

for the Release of Funds(RFOF) and certification that can be used.
10. HUD should explain the capability of tribes to view the Office of the General

Counsel(OGC) opinion on the determination of statutory requirements.
11. HUD should clarify as to whether the 701.15 form is required for Part 50.
12. Tribes need clarification on the necessity of documenting its files for exempt

activities for Part 50.
13. Tribes need clarification as to who the cognizant agency for environmental

issues is.
14. Tribes need clarification as to whether a self-governing tribe can be

authorized as a federal agency for environmental approval.
15. Tribes need clarification as to whether HUD, under Part 58, will review the

entity the tribe designates to receive a copy of the assessment.
16. HUD should clarify as to the coverage of non-NAHASDA funds under the

environmental review requirements.
17. HUD should not make projects ineligible until full due process is completed.
18. HUD should work to fix the disparity under categorical exclusions for multi-

family versus single family housing.
19. HUD should consider expanding LOCCS to include a separate account for

construction activities.
20. HUD should work to change the law if the forms more important than the

actual assessment.
21. HUD should clarify that there are only two options, not three.  Tribes are not

liable for documents submitted to HUD under Part 50.
22. HUD needs to set a schedule in place for the environmental forms.  Some of

these forms should even be deleted.
23. HUD should not make any broad-based LOCCS edits.
24. Section 105 of NAHASDA should be re-evaluated regarding who is at fault for

“releasing” funds.
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Summary of Tribal Consultation
In keeping with HUD’s commitment to Tribal consultation, HUD Deputy Assistant
Secretary Jacqueline Johnson solicited suggestions and concerns from the audience
during the final day as to what they saw as HUD’s role in the future of Indian country.
The feedback from the audience was much appreciated and is being used to prepare
HUD’s agenda for the upcoming year.  A list of the various suggestions to HUD are
outlined below. It was suggested that HUD should work to:

1. Collaborate with NAIHC to deliver training to tribes/TDHEs, as well as
enhance open communication between the two organizations.

2. Develop legislation affecting compact HUD money such as funds derived from
the Bureau of Indian Affairs (BIA) and the Indian Health Service (IHS), and
train HUD staff on BIA/IHS issues.

3. Train states regarding Low-Income Housing Tax Credit & NAHASDA
Programs– educating them about the issues involved and the model
programs that have worked.

4. Develop a partnership with the Department of Energy regarding low-cost/no-
cost energy to Indian areas.

5. Examine closely the formula used for the NAHASDA block grant, and ensure
that the formula is fair for all recipients.

6. Hold a 60 day comment period on draft guidelines and regulations.
7. Consider drafting legislation that affects the rules related to cooperation

agreements, examining closely whether the existing rules conflict with self-
determination.

8. Invite lenders to attend conferences and training sessions on the latest
processes in Indian country.

9. Relax the Federal Housing Administration(FHA) and Section 184 lending
guidelines, increasing flexibility and allowing tribes the opportunity to change
mortgage mentality and credit culture in their area.

10. Treat model activities with an open mind and allow tribes further flexibility.
11. Treat tribes as sovereign governments, keeping in mind that the federal

government is often one of the largest transgressors in environmental issues.
12. Examine and help resolve the current disputes over who is able to control

funds in southern Oklahoma.
13. Do not punish tribes for violations for which HUD may be partly responsible.
14. Conduct training sessions on dispute and conflict resolution.
15. Establish a clear and defined procedure that allows due process with regards

to the Title VI Demonstration Program.
16. Address the issue of how federal agencies can meet trust responsibility if

action is taken that causes financial distress for tribes.
17. Refer to the collaborative model approach that the Norwest Mortgage

Company is using in planning and designing policies and procedures.
18. To NAIHC: Invite Jacqueline Johnson to attend NAIHC meetings.

In response to tribal needs, HUD is working to deliver technical assistance throughout
Indian country.  In fact, HUD is finalizing some technical assistance products that will be
at your door soon.
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Coming To Your Tribe Soon!
As a result of your requests for additional training and technical assistance, HUD’s Office
of Native American Programs is developing many new technical assistance products that
will be available to tribes within the next four months.  Below is a description and
timeline of these products and their availability.  If you are interested in receiving a copy
of any of these technical assistance products, please contact your Area Office of Native
American Programs (ONAP).  In addition, all these products will be available on-line at
http://www.codetalk.fed.us.

Model Housing Code: The model housing code is the second housing code technical
assistance piece that HUD has developed.  This second set of model housing codes
focuses on development.  It will provide tribes with sample legal codes, which can be
enacted and then used by tribes to manage their development efforts.  A draft of the
codes was displayed at the Summit for review.  The feedback received from the Summit
is being incorporated into the final version of the codes.  The sample codes cover land
use, zoning, and building standards and will be available by early June, 1999.

NAHASDA Side by Side Guide: This guide is a new technical assistance resource that will
help tribes work with the NAHASDA statute and regulation.  It provides a topic by topic
comparison of the regulations and the statute and explains key elements of each section
of each major requirement.  In addition, the NAHASDA Side by Side Guide acts as a
desk reference manual by containing copies of the regulations and guidance for the
other federal requirements, which may be imposed upon projects when NAHASDA funds
are used.  It is anticipated that the final version of this guide will be available by late
May, 1999.

Indian Housing Development Models: With the implementation of NAHASDA, tribes have
many more opportunities to create a wide variety of housing types using a range of
financing methods.  The Indian Housing Development Models provide tribes with the
basic background information needed to begin the process of designing new programs
under NAHASDA.  The models have been designed to help the housing staff and leaders
of tribes, TDHEs and Indian housing authorities to select which programs to implement
and then begin the planning and decision-making process for those programs.  The
topics that are covered in the models are the Indian housing plan (IHP),
homeownership, rental housing, tenant based rental assistance, construction
management, housing finance, property and asset management, and financial
management.  HUD anticipates that these models will be available by late May, 1999.

ONAP On-Line Training: On-line training is comprised of computerized lessons, which
the user can access on the internet.  It provides many benefits, including allowing the
user to learn at his or her own pace and to stop and start the training at will.  The
trainings cover key topics of interest to tribes, Indian housing authorities, and TDHEs,
including homeownership, construction management, housing finance and property and
asset management.  Future modules are planned on monitoring and self-assessment
and on procurement.  The ONAP On-Line Training will be available by mid May, 1999.
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The Tribal TA and Training Center:  ONAP is committed to working in partnership with
tribes, tribally designated housing entities and Indian housing authorities to ensure the
effective and innovative implementation of Indian housing programs, including Indian
Housing Block Grant under NAHASDA.  In order to assist tribes and TDHEs in the
process, ONAP has created the Tribal TA and Training Center.  The Tribal TA and
Training Center will be a central resource for tribes, TDHEs and Indian housing
authorities on key issues in the planning, development and management of housing.
The Center is anticipated to be up and running by June, 1999.

To All Participants
We would like to thank everyone who participated in the Summit in Chicago.  It was an
appropriate way to kick off the beginning of a new age in Indian country.  We received
many valuable comments from all of you during the two and half day event and will now
incorporate these comments and suggestions into the development of HUD’s agenda for
the upcoming year.

In addition, we hope you make valuable use of this CD-ROM.  It contains all
presentations, materials, and tools from the Summit and can be used as a resource in
the future.  Again, thank you all for making this year’s Summit a great success and we
look forward to seeing you at Summit II in Pine Ridge, South Dakota.
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Chicago, Illinois
March 30- April 1, 1999

AGENDA

Monday, March 29, 1999

1:00 – 4:00 One Stop Mortgage Center Consultation Meeting (Regency Ballroom C)

1:00 – 4:00 NAHASDA Tribal Issues Meeting  (Regency Ballroom D)

5:00 – 8:00 Pre-Registration (Foyer Outside of Regency Ballroom)

6:00 – 8:00 Welcome Reception (Regency Ballroom A and B)

7:30 – 9:00 Office of Native American Programs Senior Staff
and Administrators Meeting (Wrigley)

Tuesday, March 30, 1999

7:00 – 9:00 Registration (Foyer Outside of Regency Ballroom)

9:00 – 11:00 Welcome and Opening Ceremony (Regency Ballroom A, B, and C)
White Thunder Singers – Clarence White, John Topash Warren, Jimmy Wesa,

John P. Warren, David Varga, Pokagon Band of Potawatomi
George Bennett, Grand Traverse Band of Ottowa and Chippewa Indians – Invocation
Keller George, President, United South and Eastern Tribes, USET, Inc./ Oneida Indian Nation
Joe Garcia, Representative, National Congress of American Indians
Chester Carl, President, National American Indian Housing Council
Andrew Cuomo, Secretary, U.S. Department of Housing and Urban Development
Jacqueline Johnson, Deputy Assistant Secretary, Office of Native American Programs,

U.S. Department of Housing and Urban Development
Paul Marks, Oukaax à di Clan, Tlingit Representative
Harold Salway, President, Oglala Lakota Tribe, Pine Ridge

11:00 – 11:15 Break

11:15 – 11:45 Plenary – New Initiatives (Regency Ballroom A, B, and C)
Gail W. Laster, General Counsel, Office of the General Counsel, U.S. Department of

Housing and Urban Development
Jacqueline Johnson, Deputy Assistant Secretary, Office of Native American

Programs, U.S. Department of Housing and Urban Development
Eileen Fitzgerald, Associate Administrator, Rural Housing Services,

U.S. Department of Agriculture

11:45 – 12:00 Tribal Successes (Regency Ballroom A, B, and C)
Frank Peratrovich, Jr., Executive Director, Cook Inlet Housing Authority

12:00 – 1:30 Lunch (On Your Own)
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1:30 – 3:00 Concurrent Basic Training Sessions (I):

A.  Rental Housing: The Basics:  (Haymarket Room)
The purpose of this training course is to provide an introduction to innovative
 types of rental housing and their benefits.  This session will explain how to
 assess your needs and determine the rental housing market, including the
 variety of funding sources and amenities. Recommended for Tribal/TDHE/IHA
 housing staff, HUD staff, Tribal council members, nonprofit organizations and
 lenders.

Frank Peratrovich, Jr., Executive Director, Cook Inlet Housing Authority
Luke Toyebo (Facilitator), Senior Technical Assistance Specialist, National American

Indian Housing Council

B. Economic Development:  Assessing Economic Development Options:
(Gold Coast Room)
This session will teach participants how to assess existing conditions, needs,
and resources, as well as discuss options and key steps in designing
economic development strategies. Recommended for Tribal/TDHE staff and
nonprofit organizations.

Kenneth W. Webster, Technical Assistance Director, National American Indian
Housing Council

Robert G. Barth (Facilitator), Senior Program Specialist, Office of Native American
Programs, U.S. Department of Housing and Urban Development

C.  Homeownership 101: The Basics:  (Comiskey Room)
This introductory session will provide participants with the key steps
 needed to set up a homeownership program, including: evaluating
 your needs and available resources, exploring available
 homeownership options; learning how to conduct a
 needs assessment; developing a market strategy; and setting up a
 homebuyer selection process that maximizes the effectiveness of your
 program. Recommended for Tribal/TDHE/IHA housing staff, Tribal council
 members, lenders, individual homebuyers, HUD staff, nonprofit organizations
 and housing professionals.

Charles Eiseman, Senior Vice President, Western Security Bank
Robert Gauthier (Facilitator), Executive Director, Salish & Kootenai Housing Authority

D. Homebuyer Counseling & Education: Defining Counseling Needs and Types
of Counseling Programs:  (Water Tower Room)
This session will provide basic information on how a Tribe/TDHE defines a
counseling program best suited to its homebuyers’ needs, including: one-on-
one counseling, educational programs, and homebuyer fairs.  The
session will also include an overview of various counseling topics, such as
pre-purchase, the loan process, post-occupancy issues, and default
counseling, as well as how to leverage resources and build partnerships.
Recommended for Tribal/TDHE/IHA housing staff, nonprofit staff and lenders.

Jeffrey Koleski, Executive Director, Neighborhood Housing Services/ Oklahoma City, Inc.
Donna Fairbanks (Facilitator), Director, Indian Housing Program, Minnesota Housing

Finance Agency
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E. Building an Effective Housing Organization: Developing a Business Plan:
(Columbian Room)

  This session will focus on how to develop a business plan, including:
  assessing your resources, allocating funds and staff, conducting risk
  assessments and developing a mission statement.  Recommended for Tribes,
  TDHEs, IHAs, and nonprofit organizations who are just beginning the
  Strategic, organizational, and business planning process, as well as more
  experienced organizations who want to improve the way they develop new
  lines of business.

Richard La Fever, Co-Founder, Crossroads Leadership Institute
Trish Roberts (Facilitator), ICF Kaiser

F. NAHASDA Listening Session – Indian Housing Plan/ Annual Performance
Report:  (Acapulco Room)
This session will focus on the requirements of the Indian Housing Plan (IHP)
and Annual Performance Report (APR). Recommended for Tribal/TDHE/IHA
housing staff, and anyone with an interest in or working with programs that
involve NAHASDA.

Jacqueline Johnson, Deputy Assistant Secretary, Office of Native American Programs,
U.S. Department of Housing and Urban Development (session introduction)

Kelly Jorgensen, Program Specialist, National Office of Native American Programs, U.S.
Department of Housing and Urban Development

Kathy Bialis, Attorney/Advisor, Office of the General Counsel, U.S. Department of
Housing and Urban Development

Donna K. Jacobsen, Program Specialist, National Office of Native American Programs,
U.S. Department of Housing and Urban Development

Ann Roman, Northern Plains Office of Native American Programs, U.S. Department of
Housing and Urban Development

Peter Petrunich, Program Specialist, National Office of Native American Programs, U.S.
Department of Housing and Urban Development

Deborah Lalancette (Facilitator), Director, Office of Grants Management, National Office
of Native American Programs, U.S. Department of Housing and
Urban Development

Bruce Knott (Facilitator), Director, Office of Grants Evaluation, National Office of Native
American Programs, U.S. Department of Housing and Urban Development

G.   Legal Issues: Legislative and Litigation Update:  (Toronto Room)
This session features updates on recent Indian law litigation and
significant Federal legislation affecting Indian country. Recommended for
Tribal and other attorneys.

Patricia Zell, Democratic Staff Director, Chief Counsel, U.S. Senate Committee
on Indian Affairs

Curtis Burkey, Attorney, Alexander & Karshmer
Randall Akers (Facilitator), Associate Field Counsel, Southwest Office of Native

American Programs, U.S. Department of Housing and Urban Development

3:00 – 3:30 Break
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3:30 – 5:00 Concurrent Sessions (II):

A.  Rental Housing:  Finance:  (Haymarket Room)
This session will discuss financial analysis as related to rental housing
programs.  It will include discussions on determining your operating income
and expenses, what your rents should be set at and relating finance costs to
development costs.  In addition, topics of eligibility requirements for Housing
Quality Standards (HQS), the application process, implementation of the
program, monitoring and existing housing will also be covered.
Recommended for Tribal/TDHE/IHA housing staff, Tribal council members,
nonprofit organizations and lenders.

David Southerland, Executive Director, Cherokee Nation Housing, Cherokee Nation
Luke Toyebo (Facilitator), Senior Technical Assistance Specialist, National American

Indian Housing Council

B. Economic Development: Creating and Maintaining an Environment for
Business:  (Gold Coast Room)
This session will discuss a “Nation” building approach to economic
development which emphasizes governing structures and investor security as
major factors in successful economic development.  Topics to be covered
include legal and institutional environments, taxation, and physical
infrastructure.  Recommended for Tribal/TDHE staff, Tribal council members,
Tribal court personnel and Tribal attorneys.

Jonathan B. Taylor, Research Fellow, Harvard Project on American Indian Economic
Development

Robert G. Barth (Facilitator), Senior Native American Program Specialist, Office of Native
American Programs, U.S. Department of Housing and Urban Development

C.  Homeownership:  Homebuyer Finance:  (Comiskey Room)
This session will focus on credit analysis, underwriting and matching available
financing tools to households.  Recommended for Tribal/TDHE/IHA housing
staff, Tribal council members, lenders, individual homebuyers, HUD staff,
nonprofit organizations and housing professionals.

Jay Marcus, Director of Housing Initiatives, The Enterprise Foundation
Scott Stewart, Vice President of Community Investment, Federal Home Loan Bank of

Chicago
Robert Gauthier (Facilitator), Executive Director, Salish & Kootenai Housing Authority

D.   Homebuyer Counseling & Education:  Pre-Occupancy Counseling:
(Water Tower Room)
This session will cover what’s involved in getting the purchaser ready for
homeownership, including: what a borrower can qualify for, how to organize a
budget for savings, how to look at spending habits and credit counseling.
Recommended for Tribal/TDHE/IHA housing staff, nonprofit staff and lenders.

Terrie Paredes, Operations Supervisor, Norwest Mortgage Homebuyers Club
Donna Fairbanks (Facilitator), Director, Indian Housing Program, Minnesota Housing

Finance Agency
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E. Building an Effective Housing Organization:  Implementing Your
  Business Plan:  (Columbian Room)
  This session will cover how to effectively implement your business
  plan, including: staffing and administrative issues and how to
  effectively budget administrative funds. Recommended for both new and
  existing TDHEs, IHAs, and nonprofit organizations whether implementing a
  business plan for the first time, or considering alternative strategies for
  going from planning to implementation.

Frank Peratrovich, Jr., Executive Director, Cook Inlet Housing Authority
Trish Roberts (Facilitator), ICF Kaiser

F. NAHASDA Listening Session - Financial Issues:  (Acapulco Room)
This session will focus on financial issues such as LOCCS, Program Income
and Investments. Recommended for Tribal/TDHE/IHA housing staff and
anyone with an interest in or working with programs that involve NAHASDA.

Jennifer A. Bullough, Program Specialist, Office of Native American Programs,
U.S. Department of Housing and Urban Development

Jacqueline A. Kruszek, Program Analyst, National Office of Native American Programs,
U.S. Department of Housing and Urban Development

Deborah Lalancette (Facilitator), Director, Office of Grants Management, National Office
of Native American Programs, U.S. Department of Housing and
Urban Development

G.    Legal Issues:  Selected Legal Aspects of Housing Finance:  (Toronto Room)
This session will focus on how Tribes can address legal issues arising from
housing financing activities in Indian country, such as tax exempt bonds and
tax credits. Recommended for Tribal and other attorneys.

Ann Sherman, Partner, Ater, Wynne, LLP
Thomas W. Fredericks,  Partner, Fredericks, Pelcyger & Hester, LLC
Randall Akers (Facilitator), Associate Field Counsel, Southwest Office of Native

American Programs, U.S. Department of Housing and Urban Development

H.    Legal Issues:  Construction Law Issues:  (New Orleans Room)
This session will cover procurement requirements, contract administration,
and dispute resolution methods for Indian housing construction activities.
Recommended for Tribal and other attorneys.

Art Bunce, Attorney, Law Offices of Art Bunce
James Wulfsberg, Senior Principal, Wulfsberg, Reese, Ferris & Sykes, P.C.
Barbara A. Gallegos (Facilitator), Division Director, Southwest Office of Native

American Programs, U.S. Department of Housing and Urban Development

6:00 – 8:00 Resource Room Open (Regency Ballroom C-D)

6:00 – 8:00 Reception (Regency Ballroom A-D)
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Wednesday, March 31, 1999

9:00 – 5:00 Resource Room (Regency Ballroom C-D)

9:00 – 10:15 Concurrent Sessions (III):

A. Rental Housing: Incorporating LIHTC in Your Rental Housing Program:
(Haymarket Room)
This session will provide hands on information for applying for Low-Income
Housing Tax Credits (LIHTC), including: the steps and procedures, forms,
resources, requirements, etc. Recommended for Tribal/TDHE/IHA housing
staff, Tribal council members, nonprofit organizations and lenders.

Bill Picotte, President, Oti Kaga Inc., Cheyenne River Indian Reservation
Paul Caouette (Facilitator), Community Builder, U.S. Department of Housing

and Urban Development

B.  Economic Development: Resources for Financing Economic and
      Business Development:  (Gold Coast Room)

This session will inform participants of potential resources for financing
economic and business development in Indian country.  Topics covered will
include loans, grants, and equity investments from sources such as federal
programs, private lenders, investors, and foundations, as well as the use of
gaming revenues and bond sales to finance development. Recommended for
Tribal/TDHE staff, HUD staff, Tribal council members and nonprofit staff.

Craig A. Nolte, Community Affairs Advisor, Federal Reserve Bank of San Francisco
JoAnne F. Lewellen, Assistant Vice President, Federal Reserve Bank of Minneapolis
Robert G. Barth (Facilitator), Senior Native American Program Specialist, Office of Native

American Programs, U.S. Department of Housing and Urban Development

C. Homeownership: Capacity-Building - Using the Title VI Demonstration
       Program to Finance Homeownership:  (Acapulco Room)
       This session will take an in-depth look at how Tribes and TDHEs can
       take advantage of opportunities provided by the NAHASDA Title VI
       Demonstration Program in conjunction with financing homeownership
       programs.  It will offer tips and techniques on developing
       capacity-building grant skills to provide the economic security and
       development that can enhance program performance. Recommended for
       Tribal/TDHE/IHA housing staff, Tribal council members, lenders, HUD staff,
       nonprofit organizations and housing professionals.

Chuck Merritt, President, IHA Management Systems, Inc.
Valerie Harris, Associate, IHA Management Systems, Inc.
Jim Hamilton, Associate, IHA Management Systems, Inc.
Robert Gauthier (Facilitator), Executive Director, Salish & Kootenai Housing Authority
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D.  Homebuyer Counseling & Education: Purchasing a Home:
 (Water Tower Room)
 This session will cover information a borrower needs to know about the actual
  loan process, including finding a lender and builder, understanding
  mortgages and land status, the loan application process, and what happens at
  loan closing. Recommended for Tribal/TDHE/IHA housing staff, nonprofit staff
  and lenders.

Carol Wiklund,  Director, ABODE Consulting
Donna Fairbanks (Facilitator), Director, Indian Housing Programs, Minnesota Housing

Finance Agency

E.   Building an Effective Housing Organization: One Stop Mortgage Center:
(Columbian Room)
This session will discuss how to set up a One Stop Mortgage Center in your
area in order to streamline lending procedures and coordinate Federal
agencies involved in providing mortgages on reservations.  Recommended for
Tribes, TDHEs, IHAs and nonprofit organizations striving to foster lending
opportunities for homebuyers in Indian country.

Joanna Donohoe, Community Builder, U.S. Department of Housing
and Urban Development

Karen Garner-Wing, Director, Office of Loan Guarantee, National Office of Native
American Programs, U.S. Department of Housing and Urban Development

Trish Roberts (Facilitator), ICF Kaiser

F. NAHASDA Listening Session – Formula Concerns and Cost Limits (DC&E)
Changes:  (Comiskey Room)
This session will provide an opportunity to express concerns with the current
formula distribution developed during the negotiated rulemaking for Indian
Housing Block Grant funds.  Additionally, DC & Es will be discussed, including
an opportunity for suggestions by participants. Recommended for
Tribal/TDHE/IHA housing staff and anyone interested in or working with
NAHASDA.

Jacqueline Johnson, Deputy Assistant Secretary, Office of Native American Programs,
U.S. Department of Housing and Urban Development (Session introduction)

Jacqueline A. Kruszek, Program Analyst, National Office of Native American Programs,
U.S. Department of Housing and Urban Development

Justina L. Walls, Program Specialist, National Office of Native American Programs, U.S.
Department of Housing and Urban Development

Deborah Lalancette (Facilitator), Director, Office of Grants Management, National Office
of Native American Programs, U.S. Department of Housing and
Urban Development

G.  Legal Issues: Equal Housing and Civil Rights in Indian Country:
(Toronto Room)
This session will provide an overview of the applicability of fair housing and fair
lending laws to Indian country.  Recommended for Tribal and other attorneys.

James Wagenlander, Manager, Wagenlander & Associates, LLC
Harry Carey, Assistant General Counsel for Fair Housing Enforcement, U.S. Department

of Housing and Urban Development
Randall Akers (Facilitator), Associate Field Counsel, Southwest Office of Native

American Programs, U.S. Department of Housing and Urban Development
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      H.  Legal Issues: Ethics:  (Hong Kong Room)
This session will provide an overview of Federal and Tribal requirements
governing conflicts of interest and lobbying.  Recommended for Tribal and
other attorneys.

John Vandermolen, Attorney
Diana Ortiz, Managing Attorney, Office of Human Resources Law, U.S. Department of

Housing and Urban Development
Ken Bowring (Co-Facilitator), Administrator, Northwest Office of Native American

Programs, U.S. Department of Housing and Urban Development
Jerry Gardner (Co-Facilitator), Executive Director, Tribal Law and Policy Institute

10:15 – 10:45 Break

10:45 – 12:00 Concurrent Sessions (IV):

A. Rental Housing: Designing an Effective Special Needs Rental Program:
(Haymarket Room)
There will be a discussion about the use of NAHASDA funds for a college
voucher program with a focus on policies and determination of the amount of
assistance for students.  In addition, there will be a discussion of housing for
the elderly, issues for the elderly and solutions for independent living.
Recommended for Tribal/TDHE/IHA housing staff, Tribal council members,
nonprofit organizations and lenders.

Brenda Bouthot, Housing Manager, Kodiak Island Housing Authority
Curtis Cook, Associate State Director, State of Arizona, American Association

of Retired Persons, (AARP)
Luke Toyebo (Facilitator), Senior Technical Assistance Specialist, National American

Indian Housing Council

B.  Economic Development: Tribal Business Development:  (Gold Coast Room)
This session will address models, issues, and rules surrounding Tribal
business development, such as tax benefits, financing, flexibilities, capital
attraction, partnerships, and levels of Tribal government involvement in several
types of business development (including Tribal business enterprises, Tribally
chartered development corporations, joint ventures, and other models).
Recommended for Tribal/TDHE staff, Tribal council members, Tribal attorneys
and nonprofit staff.

Thomas W. Fredericks, Senior Partner, Fredericks, Pelcyger, and Hester, L.L.C.
Robert G. Barth (Facilitator), Senior Native American Program Specialist, Office of Native

American Programs, U.S. Department of Housing and Urban Development

C.   Homeownership I: Addressing Infrastructure:  (Acapulco Room)
This session will focus on the activities involved in addressing physical issues
involved in homeownership, such as the need for infrastructure in new and
expanding housing developments.  Recommended for Tribal/TDHE/IHA
housing staff, Tribal council members, HUD staff, nonprofit organizations and
housing professionals.

John Romano, Deputy Administrator, Rural Utilities Service,
U.S. Department of Agriculture

Robert Gauthier (Facilitator), Executive Director, Salish & Kootenai Housing Authority
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D.   Homeownership II: Self Help:  (New Orleans Room)
This session will focus on the nuts and bolts of using self-help labor to open
the door to homeownership.  Recommended for Tribal/TDHE/IHA housing
staff, Tribal council members, individual homebuyers, HUD staff, nonprofit
organizations and housing professionals.

Peter Carey, Executive Director, Self-Help Enterprises
Leslie Newman, Executive Director, Proyecto AZTECA
William M.Toney, Director, Single Family Housing Loan Division, Rural Housing

Services, U.S. Department of Agriculture
Mercedes Márquez (Facilitator), Senior Counsel for Civil Rights and Fair Housing,

U.S. Department of Housing and Urban Development

E. Homebuyer Counseling & Education: Post Occupancy and Default
Counseling:  (Water Tower Room)

      This session will focus on what types of post purchase counseling may
       be needed, including: home maintenance responsibilities, repairs and

  improvements, and default counseling. Recommended for Tribal/TDHE/IHA
  housing staff, nonprofit staff and lenders.

Deborah Moffitt, Housing Manager, Ronan Housing Authority
Donna Fairbanks (Facilitator), Director, Indian Housing Programs, Minnesota Housing

Finance Agency

F.   Building an Effective Housing Organization: Setting Up a Nonprofit:
(Columbian Room)
This session will address how to set up a nonprofit as a primary coordinator of
long-term financial and housing services.  In addition, it will discuss outreach
and communications strategies, fundraising, 501(c)3 status and tax issues
relating to setting up an organization.  Recommended for Tribes setting up a
nonprofit.

LaCharla L. Figgs, Program Director, Management and Organization, The Enterprise
Foundation, Inc.

Trish Roberts (Facilitator), ICF Kaiser

G.  Legal Issues: Labor Law Issues:  (Toronto Room)
      This session will provide an overview of the applicability of Federal, state and
      Tribal laws pertaining to labor and employment in Indian country.  It will also
      discuss EEOC jurisdiction issues and wrongful termination litigation.
      Recommended for Tribal and other attorneys.

Robert Miller, Attorney at Law
John Navarro, Vice President, Council for Tribal Employment Rights
David Heisterkamp II, Associate, Wagenlander & Associates, LLC
Jerry Gardner (Facilitator), Executive Director, Tribal Law and Policy Institute
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H.  Legal Issues/NAHASDA Listening Session - Combined: Monitoring and
Oversight:  (Comiskey Room)
This session will review the statutory and regulatory requirements, provide an
overview of the process for identifying recipients to be monitored and the
monitoring plan, and discuss self-monitoring by recipients. Recommended for
Tribal/TDHE/IHA housing staff and Tribal and other attorneys.

Kathy Bialis, Attorney/Advisor, Office of the General Counsel, U.S. Department of
Housing and Urban Development

Mathew Jaffe, Attorney, Hobbs, Straus, Dean & Walker, LLP
Bruce Knott (Facilitator), Director, Office of Grants Evaluation, National Office of Native

American Programs, U.S. Department of Housing and Urban Development

12:00 – 1:30 Luncheon (Grand Ballroom A-B, C North – East Wing)
Harold Lucas, Assistant Secretary, Public and Indian Housing, U.S. Department of

Housing and Urban Development
Jacqueline Johnson, Deputy Assistant Secretary, Office of Native American Programs, U.S.

Department of Housing and Urban Development (Recognition Awards)

1:30 – 3:00 Concurrent Sessions (V):

A.  Rental Housing: LIHTC in Action:  (Haymarket Room)
      This session will look at the Red Lake Homes which was one of the first Native
      American sponsored housing projects combining NAHASDA funds with Low

Income Housing Tax Credits (LIHTC). Recommended for Tribal/TDHE/IHA
housing staff, Tribal council members, nonprofit organizations and lenders.

Jane Barrett, Executive Director, Red Lake Reservation Housing Authority
Paul Caouette (Facilitator), Community Builder, U.S. Department of Housing and Urban

Development

B.  Economic Development: Microenterprise Development:  (Gold Coast Room)
     The Sicangu Enterprise Center of Mission, South Dakota and the Navajo
      Nation will discuss their microenterprise and business development loan
      programs.  These loan programs have both operated successfully for many
      years in different environments, and will share the secrets of their success with
      session participants. Recommended for Tribal/TDHE staff, lenders, Tribal
      council members and nonprofit organizations.

Michael S. LaPointe, Executive Director, Sicangu Enterprise Center
Dolly Lane, Economic Development Specialist, Navajo Nation
Robert G. Barth (Facilitator), Senior Native American Program Specialist, Office of Native

American Programs, U.S. Department of Housing and Urban Development

C.   Homeownership:  Setting Up Your Homeownership Program:
(Acapulco Room)
This session will focus on the Osprey Spirit II project, a program designed and
implemented by the Coeur d’Alene Tribe that took advantage of Section 184
financing to provide homeownership to 30 low and moderate income families.
The session will take an in-depth look at the key steps and lessons learned
from the project, which involved construction of a 33-unit housing development
memorandums of agreement with the locality, and partnering with such
organizations as Norwest Mortgage, Inc., and the Indian Health Service.
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Recommended for Tribal/TDHE/IHA housing staff, Tribal council members,
lenders, individual homebuyers, HUD staff, nonprofit organizations and
housing professionals.

 Norman Campbell, Tribal Councilman, Coeur d’Alene Tribe
Ken Stocks, Project Coordinator, Osprey Spirit II Housing Development, Coeur d’Alene

Tribal Planning and Development Corporation
Robert Gauthier (Facilitator), Executive Director, Salish & Kootenai Housing Authority

D. Homebuyer Counseling & Education: Developing a One-On-One
      Counseling Program:  (Water Tower Room)

 This session will look at the Norwest Mortgage Homebuyers Club and how
 Tribes in South Dakota are using it to increase homeownership.
 Recommended for Tribal/TDHE/IHA housing staff, nonprofit staff and lenders.

Terrie Paredes, Operations Director, Norwest Mortgage Homebuyers Club
Robert Skjonsberg, Community Development Lender, Norwest Mortgage Corporation
Donna Fairbanks (Facilitator), Director, Indian Housing Programs, Minnesota Housing

Finance Agency

E. Building an Effective Housing Organization: Pine Ridge:  (Columbian Room)
       This session will discuss how the Oglala Lakota developed the Oglala Sioux

Tribal Partnership for Housing, Inc., including needs assessment,
development of the organizational structure, and strategic planning.
Recommended for Tribal/TDHE/IHA staff who are interested in establishing a
nonprofit organization.

Paul Iron Cloud, Chief Executive Officer, Oglala Sioux Lakota Housing Authority
Shana Soldswisch, Consultant, PriceWaterhouse Coopers, LLP
Nerissa Alexis, Consultant, PriceWaterhouse Coopers, LLP
Trish Roberts (Facilitator), ICF Kaiser

F.   NAHASDA Listening Session – Title VI:  (Comiskey Room)
      This session will discuss the implementation of the Title VI Demonstration
       Program.  Recommended for Tribal/TDHE/IHA housing staff and anyone with
       an interest in or working with programs that involve NAHASDA.

Christine Manion, Program Specialist, National Office of Native American Programs, U.S.
Department of Housing and Urban Development

Chuck Merritt, President, IHA Management Systems, Inc.
Karen Garner-Wing (Facilitator), Director, Office of Loan Guarantee, National Office of

Native American Programs, U.S. Department of Housing and
Urban Development

G.  Legal Issues: U.S. Housing Act to NAHASDA Transition:  (Toronto Room)
      This session will cover legal issues arising from management structures as
       Tribes/TDHEs continue their transition to NAHASDA.  Recommended for
       Tribal and other attorneys.

Catherine Baker Stetson, Attorney/Lobbyist, Stetson Law Offices, P.C.
David J. Rapport, Attorney, Law Offices of Rapport & Marston
C. Raphael Mecham (Facilitator), Administrator, Southwest Office of Native American

Programs, U.S. Department of Housing and Urban Development
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H.   Legal Issues: Indian Land Issues:  (Hong Kong Room)
      This session will address acquisition, trust conversions and the BIA lease and
       recordation process. Recommended for Tribal and other attorneys.

Wayne C. Nordwall, Phoenix Area Director, Bureau of Indian Affairs
Leah Harjo Ware, Attorney, Indian Country Lawyers, PLC
Jerry Gardner (Facilitator), Executive Director, Tribal Law and Policy Institute

3:00 – 3:30 Break

3:30 – 5:00 Concurrent Sessions (VI):

A. Rental Housing: Rental Alternatives:  (Haymarket Room)
This session will look at the Lulu Heron Congregate Home, which is a multi-
 funded, 16-unit congregate home for residents who are at least 62 years old
 and/or disabled and are able to live independently or reside with a caregiver.
 Recommended for Tribal/TDHE/IHA housing staff, Tribal council members,
 nonprofit organizations and lenders.

Don Fancher , Executive Director, AVCP Housing Authority
Luke Toyebo (Facilitator), Senior Technical Assistance Specialist, National American

Indian Housing Council

B.  Economic Development: Business Diversification:  (Gold Coast Room)
     The Cow Creek Band of the Umpqua Tribe of Indians will discuss its economic
     development strategy, which involves using gaming revenues to diversify its
     business interests and create economic, educational, and social opportunities
     for the Tribe and the local community.  Recommended for Tribal/TDHE staff,
     Tribal council members and nonprofit organizations.

Sue Shaffer, Chair-Person, Cow Creek Band of the Umpqua Tribe of Indians
Robert G. Barth (Facilitator), Senior Native American Program Specialist, Office of Native

American Programs, U.S. Department of Housing and Urban Development

C.   Homeownership: Guaranteed Mortgage Demonstration Program:
(Acapulco Room)
This session will focus on the demonstration program designed by the
Minnesota Chippewa Tribal Housing Corporation to finance homeownership
within the reservation and provide opportunities for families who, without such
assistance, might otherwise move away from the Tribe.  The session will take
an in-depth look at the key steps and lessons learned from the project, which
involved working with state legislators to leverage resources and partnering
with such organizations as the Federal Home Loan Bank. Recommended for
Tribal/TDHE/IHA housing staff, Tribal council members, HUD staff, lenders,
individual homebuyers, nonprofit organizations and housing professionals.

Richard Smith, Sr., Director of Programs, Home Mortgage Corporation, The Minnesota
Chippewa Tribe

Robert Gauthier (Facilitator), Executive Director, Salish & Kootenai Housing Authority
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D. Homebuyer Counseling & Education: Developing a Counseling
       Program for Prospective Homebuyers:  (Water Tower Room)

  Based on the experience of the Chickasaw Nation, this session will address
  the importance of incorporating homebuyer education into homeownership
  programs. Recommended for Tribal/TDHE/IHA housing staff, nonprofit staff
  and lenders.

Robert Cheadle, Housing Administrator, Chickasaw Nation
Donna Fairbanks (Facilitator), Director, Indian Housing Programs, Minnesota Housing

Finance Agency

E. Building an Effective Housing Organization: Developing Your Organizational
Vision:  (Columbian Room)
This session will discuss how the Salish Kootenai Tribe built community
support, assessed their resources, and developed their organizational mission
and vision in a culturally relevant manner. Recommended for Tribal/TDHE/IHA
staff interested in getting started in developing a nonprofit organization
consistent with Native American culture.

Blake Chambliss, Housing Specialist, Rural Community Assistance Corporation
Nancy Warneke, Director TBIC, Salish Kootenai College
Trish Roberts (Facilitator)

F. Legal Issues/NAHASDA Listening Session – Combined: Environmental
Issues:  (Comiskey Room)

       During this session participants will discuss how some Tribes are taking
       control of the environmental process on their reservation.  Topics include
       statutory and regulatory requirements, the role of HUD in the process, and an
       illustration of how one Tribe is addressing environmental concerns.
       Recommended for Tribal/TDHE/IHA housing staff and Tribal and other
       attorneys.

Robert S. Kroll, Director, Community Development Division, Southwest Office of Native
American Programs, U.S. Department of Housing and Urban Development

Christopher Hartenau, Senior Attorney for Environment and Labor Standards, Office of
the General Counsel, U.S. Department of Housing and Urban Development

Mark Tilden, Staff Attorney, Native American Rights Fund
Bruce Knott (Facilitator), Director, Office of Grants Evaluation, National Office of Native

American Programs, U.S. Department of Housing and Urban Development

      G.  Legal Issues: Tribal Housing Legal Infrastructure:  (Toronto Room)
     This session will focus on Tribal housing and community development related
      codes and initiatives to support successful Tribal housing projects.
      Recommended for Tribal and other attorneys.

Denise Chee, Attorney, Chee Law Offices, P.C.
Jerry Gardner, Executive Director, Tribal Law and Policy Institute
Randall Akers (Facilitator), Associate Field Counsel, Southwest Office of Native

American Programs, U.S. Department of Housing and Urban Development
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Thursday, April 1, 1999 – Tribes and HUD: Working Together to Build the Future

9:00 – 9:30 Year 2000 (Y2K) Update (Regency Ballroom A-D)
Pamela A. Woodside, Project Manager, Year 2000 Project Office, U.S. Department of Housing and

Urban Development
Gloria Parker, Chief Information Officer, U.S. Department of Housing and Urban Development

9:30 – 10:15 Meet Your Community Builders!
This session will provide an introduction to the HUD Community Builders and
describe their roles in working with tribes.

10:15 – 10:30 Break

10:30 – 11:30 Tribal Partnering Process
This session will contain a discussion on the Tribal Consultation Policy and allow
participants to make suggestions to ONAP for consideration in developing their
agenda for the upcoming years.

Jacqueline Johnson, Deputy Assistant Secretary, Office of Native American Programs,
U.S. Department of Housing and Urban Development

11:30 – 12:00 Closing (Regency Ballroom A, B, and C)
Chester Carl, President, National American Indian Housing Council
Jacqueline Johnson, Deputy Assistant Secretary, Office of Native American Programs,

U.S. Department of Housing and Urban Development
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Chicago, Illinois
March 30 – April 1, 1999

Speaker Biographies

Randall Akers
Associate Field Counsel
U.S. Department of Housing and Urban Development

Randall Akers is the Associate Field Counsel for the U.S. Department of Housing and
Urban Development’s Southwest Office of Native American Programs, located in
Phoenix, Arizona.  For the last 18 years, Mr. Akers has been field legal counsel for HUD
Native American programs delivered to 172 tribal governments and 52 Indian housing
authorities located in the western and southwestern United States.  Mr. Akers attended
the University of Oklahoma, where he received his undergraduate degree in
Anthropology.  Upon graduating from the University of Oklahoma College of Law in
1979 and becoming a member of the Oklahoma Bar Association, Randall went to work
for the HUD Office of Indian Programs in San Francisco, California.  During 1998, Mr.
Akers was part of the Office of General Counsel team providing legal support to the
HUD staff members of the negotiated rulemaking committee that drafted the final rule
for the new Indian housing block grant program authorized by the native American
Housing Assistance and Self Determination Act of 1996 (Pub. L. 104-330).  Mr. Akers is
a member of the Comanche tribe of Oklahoma.

Jane L. Barrett
Executive Director
Red Lake Reservation Housing Authority

Jane L. Barrett is an enrolled member of the Red Lake Band of Chippewa Indians.  She
has served as the Executive Director of the Red Lake Reservation Housing Authority
(RLRHA) for the Red Lake Nation from December 9, 1996 to the present.  She holds a
Bachelor of Arts degree from Bemidji State University and is a licensed residential
appraiser in the State of Minnesota.  Her past work experience has been in the field of
Real Estate Services and Administration with the Bureau of Indian Affairs.  She has
served as the alternate member for Chairman Bobby Whitefeather on the Negotiated
Rulemaking Committee for NAHASDA.  Since her tenure, the RLRHA has successfully
competed for and received Low Income Housing Tax Credits for two new construction
projects.  One project has recently completed the construction and lease up process
and the other is under construction.  Currently the RLRHA has applied for 1999 Low
Income Housing Tax Credits for a new construction project and a rehabilitation project.
Jane is committed to carrying out the mission of the RLRHA which is to enhance the
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quality of life of every individual and family on the Red Lake Reservation through the
provision of new employment opportunities, the construction of safe and well designed
new housing, the preservation of existing houses and the encouragement of affordable
home ownership through the creation of public and private financial partnerships.  This
commitment is evidenced by her being named as one of the recipients of the
prestigious Chairman’s Award for Leadership.

Robert Barth
Senior Tribal Program Specialist
U.S. Department of Housing and Urban Development

Robert Barth is a Senior Tribal Programs Specialist with U.S. Department of Housing
and Urban Development (HUD), National Office of Native American Programs (ONAP).
He is responsible for the development and analysis of ONAP policy regarding various
HUD tribal assistance programs including the Indian Community Development Block
Grant program and the Indian Housing Block Grant program.  His responsibilities also
include reviewing and monitoring the implementation of tribal program responsibilities
by the six ONAP field offices.  He served as one of the HUD members of the Negotiated
Rule Making Committee for the development of program regulations to implement
NAHASDA.  Prior to working in his current position, he was a Program Manager in the
ONAP Southwest Field Office. He has worked for the HUD Office of Indian Programs
(now Office of Native American Programs) since 1976.  Before moving to San Francisco
in 1974, he held various positions in the Chicago and Milwaukee HUD offices.  He
received both his B.A. and M.A. (in Economics and Urban and Regional Planning) from
the University of Wisconsin.

Curtis G. Berkey
Attorney
Alexander & Karshmer

Curtis G. Berkey is an attorney with the law firm of Alexander & Karshmer in Berkeley,
California.  He received his law degree from Catholic University of America, Washington,
D.C. in 1979, and has been representing Indian tribes and tribal organizations for the
past 20 years.  He has worked as a staff attorney at the Indian Law Resource Center, a
nonprofit law firm which represents Indian tribes throughout the country, and was the
Center’s Washington Director from 1990-1995.  From 1995 to 1997, he was Senior Trial
Attorney at the Indian Resources Section of the Environment and Natural Resources
Division of the U.S. Department of Justice.  At Alexander & Karshmer, which he joined
in 1997, Mr. Berkey represents Indian tribes throughout the country in matters
concerning housing law, land claims litigation, environmental law, water rights, natural
resource law, and tribal sovereignty.
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Kathleen Bialas
Attorney-Advisor
U.S. Department of Housing and Urban Development

Ms. Bialas is an attorney in the Office of General Counsel, U.S. Department of Housing
and Urban Development in Washington, D.C.  She serves as the program counsel for
the Indian Housing Block Grant program which was created by the Native American
Housing Assistance and Self-Determination Act of 1996, as well as for the Title VI Loan
Guarantee program.  She has also served as counsel for the Indian Community
Development Block Grant and Indian HOME programs for the past several years.  Ms.
Bialas received a J.D. in 1982 from Wayne State University Law School, where she was
a member of Wayne Law Review.  She received a LL.M. in 1987 from George
Washington University Law Center, with a concentration in Land Use Management and
Control.  Ms. Bialas has worked as a program attorney in the Office of General Counsel,
U.S. Department of Housing and Urban Development in Washington, D.C. since 1982.
From 1982 through 1991, she worked primarily with the Community Development Block
Grant programs for state and local governments and the Section 108 Loan Guarantee
program and since 1991 has served as program counsel for the HOME Investment
Partnerships program and the Comprehensive Housing Affordability Strategy (now the
Consolidated Plan).

Richard Borgstrom, AIA
Staff Architect
Red Lake Reservation Housing Authority

Richard Borgstrom, AIA, Red Lake Reservation Housing Authority Staff Architect.  In
addition to an extensive background of single and multifamily housing projects in the
private sector, cultural, governmental and institutional projects, Richard Borgstrom has
been at the Red Lake, as Staff Architect for the past seven years.  During that time the
RLRHA has utilized his talents for Low Rent, Mutual Help and Low Income Housing Tax
Credit Homes.  Also, at the request of the tribe, he has designed additional projects
such as the DNR building, Family Social Services Center, Women’s Shelter, and an
Economic Opportunities Educational Center.  He is committed to helping the Red Lake
Nation attain high standards in culturally sensitive designs incorporating energy
efficiency and occupant input and currently has integrated this process with the “Red
Lake Custom Homes” modular housing plant located at Redby, Minnesota.  Richard has
received honors for his commitment and dedication to his work from the various
reservation communities and organizations.
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Brenda M. Bouthot
Housing Manager
Kodiak Island Housing Authority

Brenda M. Bouthot has been employed as Housing Manager for Kodiak Island Housing
Authority for 10 years.  The Authority manages 340 units of housing on Kodiak Island,
which includes the City of Kodiak and 6 remote Native Alaskan villages.  Ms. Bouthot
has administered HUD Mutual Help, Low Rent, and Section 8 Programs as well as HUD
grants such as Drug Elimination Program, Family Investment Center, and Economic
Development and Supportive Services.  Ms. Bouthot was instrumental in developing a
NAHASDA Student Rental Assistance Program in 1998 to assist Native Alaskan students
from Kodiak Island with housing costs while they attended school.

Jennifer Bullough
Housing Program Specialist
Office of Native American Programs
U.S. Department of Housing and Urban Development

Jennifer Bullough has been a Housing Program Specialist in HUD’s Office of Native
American Programs in Washington, D.C. since 1994.  During that time she has assisted
the Deputy Assistant Secretary for Native American Programs, worked as a specialist for
Housing and Community Development and served as one of the HUD members of the
Negotiated Rule Making Committee for the development of program regulations to
implement the Native American Housing Assistance and Self-Determination Act of 1996.
Prior to working in her current position, Ms. Bullough was a Financial Analyst in the
Southwest Office of Native American Programs since 1990.  She started working for
HUD in 1987 in the Computerized Home Underwriting Management System Office.  Ms.
Bullough received a B.S. degree from the University of Maryland, College Park, and a
Masters degree from the American Graduate School of International Management in
Glendale, Arizona.

Art Bunce
Attorney at Law
Law Office of Art Bunce

B.A., Princeton University: 1970, J.D., U.C.L.A., 1973.  Reginald Heber Smith
Community Lawyer Fellowship, 1973-1976, Rosebud Sioux Indian Reservation, South
Dakota.  California Indian Legal Services, Staff and Directing Attorney, Oakland and
Escondido, California, 1976-1978.  Private practice of federal Indian law, Escondido,
California, 1978-present.  Practice is limited to federal Indian law, primarily jurisdiction,
gaming, water rights, taxation, immunities, sovereignty issues, etc. as general counsel
for two southern California tribes since 1978 and 1983.  General counsel to All Mission
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Indian Housing Authority since 1980 regarding construction, personal injury, taxation,
eviction, and immunities issues.
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Norman Campbell
Tribal Councilman
Coeur d’Alene Tribe

Mr. Campbell is a member of the Couer d’Alene Tribe and is serving his second term on
the Tribal Council.  He is the Council’s liaison to the Osprey Spirit Housing Development
Project and also serves as the Project Inspector on behalf of the Couer d’Alene Tribal
Planning and Development Corporation.

Paul A. Caouette
Community Builder
U.S. Department of Housing and Urban Development

Paul Caouette has more than 20 years’ experience in community development, project
administration, construction management, and real estate development.

As the Founder and President of Partners for Community Development, Mr. Caouette
provided support services for planning and development to nonprofit and public
agencies, specializing in real estate development.  His firm is credited with helping the
City of Fort Collins develop a new non-profit agency which has recast affordable
housing as an economic necessity rather than simply as a social justice issue.

Before founding his own firm, Mr. Caouette served as Executive Director of the Uptown
Partnership, which became a major catalyst for change in inner-city neighborhoods
plagued with abandoned structures and lots.  He began using Low Income Housing Tax
Credits as a funding vehicle for difficult inner city rehabilitation projects in 1990.

Mr. Caouette received his Bachelor’s degree in Mechanical and Manufacturing
Engineering from Boston University and a Master’s degree in Civil Engineering from the
University of Denver.
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Harry L. Carey
Assistant General Counsel
Fair Housing Enforcement

Mr. Carey has been an attorney in the Office of General Counsel since 1971.  His
expertise is in areas of fair housing and civil rights.  He has been the Assistant General
Counsel for Fair Housing since December 1988.  Mr. Carey assisted in negotiations
regarding revisions to the 1968 Fair Housing Act which were enacted in the Fair
Housing Amendments Act of 1988 and was the head of the working group which
drafted proposed and final regulations implementing this Act.

He is a recipient of the S. Leigh Curry Award for lifetime achievement in the Office of
General Counsel as well as the Nelson A. Diaz Award for Civil Rights and the
Department’s Distinguished Service Award.  He also has received a Department of
Justice Commendation for Outstanding Performance from the Assistant Attorney
General for Civil Rights.

Mr. Carey is a graduate of the University of Scranton and the Columbus School of Law
of the Catholic University of America.  He is a member of the Virginia State Bar.

Peter N. Carey
Executive Director
Self-Help Enterprises

Mr. Carey is the Executive Director of Self-Help Enterprises (SHE), a nonprofit housing
and community development organization.  He joined the organization in 1974 as part
of the construction staff and became its third executive director in 1990.  A former
VISTA and Peace Corps Volunteer, Mr. Carey received a B.A. from Lehigh University and
a Masters in Public Administration from the University of San Francisco.  He is an officer
of the Natural Rural Self-Help Housing Association, National Rural Housing Coalition,
and California Coalition for Rural Housing.  He is also active in his local community,
having served as planning commissioner, council member, and Mayor of the City of
Visalia.
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Chester Carl
Executive Director
Navajo Housing Authority

Chester Carl is the Executive Director of Navajo Housing Authority (NHA), the largest
Indian Housing Authority in the United States.  Mr. Carl has worked for the NHA for a
total of eight (8) years.  As the Executive Director, Mr. Carl is responsible for the day-
to-day administration of managing 7,000 housing units with 14 Field Offices managing
occupancy and maintenance, In-house Pest Control Program, including renovation and
construction of new homes for a geographical area the size of West Virginia.  The
management of the program includes Section 8 Voucher, Drug Elimination Program,
Youth Sports, Resident Initiative Program, Risk Management/Self-Insurance Program,
Force Account Construction Operation, Management Information Systems, and In-
House Accounting Program.

Responsible for annual budget from 60-90 million, and a work force of 340 permanent
status employees and 500 or more temporary construction workers.

Currently servicing as:

Board of Director—Navajo Partnership for Housing (Neighborhood Works)
Chairman—National American Indian Housing Council
Served as Co-Chair of Negotiated Rulemaking Committee for NAHASDA
Vice-President Southwest Indian Housing Authorities Association
Member—Fannie Mae Impact Advisory Council

Prior to working for NHA

Private Business owners: Carl’s Camper Sale—12 years
Top Image Screen Printing—12 years
Carl’s Television Satellite Sales—6 years

Robert M. Cheadle
Housing Administrator
Chickasaw Nation

Robert M. Cheadle is from Ada, Oklahoma, and is a member of the Chickasaw Nation.
Robert currently serves the Chickasaw Nation as Housing Administrator and has
previously served as Attorney General (1996-1997) and Tribal Judge (1983-1989).  He
has also been Senior Counsel to Federal National Mortgage Association (Fannie Mae) in
its Southwestern Regional Office in Dallas, and staff attorney to the North American
Native Affairs and Development Group in Washington, D.C.  Robert is a member of the
American Bar Association, Oklahoma Bar Association, Oklahoma Indian Bar Association,
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the Bar of the Indian Court of Appeals and the Board of Directors of Oklahoma Indian
Legal Services.
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Denise A Chee
Attorney
Chee Law Offices, P.C.

Denise A. Chee represents Indian Housing Authorities and Tribally Designated Housing
Entities in the southwest region of the United States and is assisting Indian tribes
develop mortgage financing codes and the legal tools necessary to make mortgage
financing possible on trust lands.  She also provides legal services in the formation of
businesses and associations.  Ms. Chee is from Isleta Pueblo and has been working in
the Indian housing field for the last eight years.  Prior to opening her private practice,
Ms. Chee served as the general counsel for the Navajo Housing Authority and was
involved in the negotiated rulemaking process which developed the regulations to
implement the Native American Housing Assistance and Self-Determination Act of 1996.
She also worked with the Navajo Land Department and DNA-People’s Legal Services as
its managing attorney.  Ms. Chee graduated from the University of New Mexico Law
School in 1988 and is licensed in New Mexico.  She received her B.B.A. in Business
Management from the Anderson School of Management at the University of New Mexico
in 1985.

Curtis D. Cook
Associate State Director
American Association of Retired Persons, State of Arizona Division

Curtis Cook is the Associate State Director for the State of Arizona for AARP.  In that
capacity, he directs volunteer activities throughout the state, and provides guidance and
support to local AARP programs.  He works in areas of recruitment and training of
volunteers, and interpretation of AARP policy.

Prior to coming to Arizona in September of 1997, he served as Associate State
Representative for AARP in the State of Texas, and directed an AARP Senior
Employment Program in Colorado for four and one-half years.

Before coming to work with AARP, Curtis was Executive Director of the National Indian
Council on Aging from 1985 through 1990, developing human services programs and
legislation to improve the lives of older Native Americans.  For fifteen years he worked
with the Zuni Indians of New Mexico as a linguist, translator, health administrator and
personnel director.

A graduate of Biola University in California, he completed his graduate studies in
linguistics at the University of Oklahoma in 1968.
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Joanna Donohoe
Community Builder, Native American Specialist
HUD — Office of Native American Programs

Joanna Donohoe recently joined the U.S. Department of Housing and Urban
Development as a Native American Specialist Community Builder in the Southwest
Office of Native American Programs.  In addition to working with tribes throughout the
Southwest, she is the On-Site Project Manager for the Navajo Nation Pilot of the One-
Stop Mortgage Center Initiative.  Previously, she worked at the Department of
Treasury’s Office of the Comptroller of the Currency as an attorney in the Legislative
and Regulatory Activities Division of the Law Department, as the Special Assistant to
the Chief of Staff, and as a Congressional Liaison Specialist.  Prior to that, she was a
Legislative Representative at the Independent Bankers Association of America.  She
holds a B.A. in American Government from the University of Virginia and a J.D. from
Catholic University of America — Columbus School of Law.

Charles E. Eiseman, Jr.
Senior Vice President
Western Security Bank of Montana

Charlie Eiseman is the Retail Lending Manager for Western Security Bank of Montana
with assets of approximately $1 billion.  Employed with Bank since December 1975, his
prior employment included the Havre Federal Savings and Loan Association of Havre,
Montana from June 1973 to December 1975.  Mr. Eiseman was instrumental in
establishing a $1.5 million set aside for HUD Section 184 loans on Montana
Reservations through the Montana Board of Housing.  He was also responsible for Bank
receiving Federal Home Loan Bank of Seattle’s Award for Excellence in Community
Lending in 1996.  He received the Montana Affordable Housing Award from the
Montana Board of Housing in 1997.

Mr. Eiseman’s grandparents migrated to Salish Kootenai Reservation from Mexico in the
1920’s; his mother was raised on the reservation.  He spent his early childhood on the
Salish Kootenai Reservation.
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Donna J. Fairbanks
Indian Housing Coordinator
Minnesota Housing Finance Agency

While Donna Fairbanks for more than the past decade has been the Minnesota Housing
Finance Agency’s Indian Housing Coordinator, she began her housing career in 1976
with the Minnesota Chippewa Tribal Housing Corporation.  Funds for the program were
appropriated by the state legislature to give Tribes the opportunity to develop and
implement housing programs for their own communities.  Donna, an enrolled member
of the Minnesota Chippewa Tribe, Mississippi Band of the White Earth Reservation, has
had and continues to have a wonderful and fulfilling way of life involving her family and
Indian housing.  She brings with her an intimate knowledge and experience in working
with the 11 Reservations and Communities in Minnesota (as well as working with Tribes
in other States).  In her various roles as coordinator, property manager, and consultant,
Donna has assisted in the development and implementation of a variety of Tribal
housing, educational, and counseling programs.

Don Fancher
Executive Director
AVCP RHA

Yupik Eskimo born in Bethel, Alaska prior to statehood (not much prior to that, though).
Born and raised in Western Alaska.  Have lived in 6 Alaskan communities, 4 of which
are in “bush” Alaska.  Married 18 years with 5 children.

Graduated from Covenant H.S. in Unalakleet, Alaska (a private parochial school).
Attended George Fox College in Newberg, Oregon majoring in Music.  Spent
approximately 4 years working on the Trans-Alaska Pipeline Project.  Worked 7 years
for two regional school districts and the past 11 years for the AVCP RHA, 5 as the
Executive Director.  As a pilot, traveled to all the villages of the AVCP RHA utilizing my
own aircraft, administering its Modernization Programs for Mutual Help housing units
prior to my “promotion”.

Spent 6 years on the Regional School District Board of Education, 4 as Chairman, and 2
years on the Alaska State Board of Education.  All but about 4 years of my adult
employment experience has been in the public service domain.
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LaCharla L. Figgs
Program Director, Management and Organizational
The Enterprise Foundation, Inc.

LaCharla has sixteen years’ experience in affordable housing and community
development, having given direct assistance to local and state government officials and
nonprofit community development organizations.  A member of The Enterprise
Foundation’s Management and Organizational Development division, she provides
training and direct assistance to nonprofits primarily in board development, financial
management systems, organizational assessments, and federal regulatory compliance.

Thomas W. Fredericks
Managing Partner
Fredericks, Pelcyger, Hester & White, LLC

Thomas W. Fredericks (Mandan-Hidatsa) is an Indian Law Attorney and managing
partner in the law firm of Fredericks, Pelcyger, Hester & White, LLC.  He has specialized
in Indian Law since the 1970’s.  His practice includes the representation of Indian
tribes, individual Indians, and private corporations in all facets of Indian law, Indian-
related natural resources issues, as well as settlement negotiations between Indian
tribes and state and federal governments.  Mr. Fredericks was Associate Solicitor for
Indian Affairs during the Carter Administration and later was appointed as Assistant
Secretary for Indian Affairs during the last six months of the Carter Administration.
Between 1974-1976, he was Director of the Native American Rights Fund.  Mr.
Fredericks is a member of the Colorado State Bar and the North Dakota State Bar.

Joseph A. Garcia
Council Member
San Juan Pueblo

Mr. Garcia is an educator, engineer, statesman, and businessman.  Since 1991, he  has
served as both Governor and Second Lieutenant Governor of Ohkay Owingeh (San Juan
Pueblo).  He has also served as a member of the American Indian Council at Los
Alamos National Laboratory (LANL), the Chairman of the Eight Northern Indian Pueblos
Council, and the Vice-Chairman of the All Indian Pueblo Council.  He is currently the
Albuquerque Area Vice President for the National Congress of American Indians.  He
has earned a B.S. in Science Electrical Engineering from the University of New Mexico
Los Alamos Branch and was a faculty member at Northern New Mexico Community
College.  Mr. Garcia is also a dignified guitar player and vocalist.  He enjoys working
with children and is interested in education issues.
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Jerry Gardner (Gerald Brian Gardner)
Executive Director
Tribal Law and Policy Institute

Jerry Gardner is the Executive Director of the Tribal Law and Policy Institute, an Indian
owned and operated non-profit corporation organized to design and deliver education,
research, training, and technical assistance programs which promote the improvement
of justice in Indian Country and the health, well-being, and culture of Native peoples.
Besides serving as the Institute’s Executive Director, he is also an adjunct lecturer at
the University of California, Berkeley, School of Law (Boalt Hall) and the Administrator
for the National American Indian Court Judges Association (NAICJA).  Mr. Gardner has
20 years experience working with Indian tribes, Indian housing authorities, and Indian
tribal court systems.  He served as the Senior Staff Attorney with the National Indian
Justice Center (NIJC) from NIJC’s establishment in 1983 until January 1997.  He has
been responsible for the design and development of a series of Indian Housing Law
training manuals, delivery of a series of Indian Housing Law training sessions,
editor/contributing author for the Indian Housing Law Quarterly, and project
manager/contributing author of the Tribal Housing Code developed for ONAP.  Mr.
Gardner has also worked for the U.S. Senate Committee on Indian Affairs, the national
office of the Legal Services Corporation, and the American Indian Lawyer Training
Program.

Karen Garner-Wing
Director of the Office of Loan Guarantee
U.S. Department of Housing and Urban Development
Office of Native American Programs

A native of Washington, D.C., Mrs. Garner-Wing graduated from the University of North
Carolina at Greensboro.  Mrs. Garner-Wing began her government service in 1976 and
has worked at the U.S. Department of Housing and Urban Development since May
1979.  She is currently the Director of the Office of Loan Guarantee in HUD’s Office of
Native American Programs (ONAP) in Denver, Colorado.  Prior to joining ONAP in
October 1996, she worked in HUD’s Office of Housing/FHA in various positions in the
Monitoring Division, Program and Procedures Division, Director of the Lender Approval
Division and lastly as the Deputy Director for the Office of Lender Activities and
Program Compliance.  Mrs. Garner-Wing is married and has two children.
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Robert (Bob) L. Gauthier
Executive Director
Salish & Kootenai Housing Authority

Mr. Gauthier is the Executive Director of the Salish & Kootenai Housing Authority, a
position he has held since 1983.  In his present capacity, Mr. Gauthier is responsible for
all housing and community development on the Flathead Indian Reservation in
Northwest Montana.  Currently, the Housing Authority manages nearly 900 subsidized
housing units as well as managing the 16 community water/sewer systems for the
Tribes.  Additionally, the Housing Authority administers the Housing Improvement
Program (HIP), Community Development Block Grant (CDBG), Weatherization Program
and Indian Health Services water/waste water programs on behalf of the Confederated
Salish & Kootenai Tribes.  Mr. Gauthier, a member of the Confederated Salish &
Kootenai Tribes, is recognized as an expert on National Indian Housing and finance
issues.  In 1986, Mr. Gauthier served on the National American Indian Housing Council
steering committee that created Amerind Risk Management Services.  He served six
years as the Treasurer of Amerind and was elected Board Chairman in 1998.  Mr.
Gauthier served as Chairman of the National Commission on American Indian, Alaskan
and Native Hawaiian Housing, as well as on the Board of the Federal Home Loan Banks
of Seattle.

Keller George
Special Assistant
Nation Representative, Oneida Indian Nation

Mr. George is a U.S. Air Force veteran who retired in 1974, following 20 years of
service.

Mr. George currently works in a professional capacity as a Special Assistant to Nation
Representative Ray Halbritter, and represents both Halbritter and the Nation at the
local, state, and national levels as the Nation’s only full-time diplomat.  Mr. George also
represents the Nation in several positions:

Ø President (and former Secretary) of the United South and Eastern Tribes, Inc.
(USET), an organization composed of the 23 federally recognized Indian Nations
East of the Mississippi, extending from Main to Florida and into Eastern Texas.
USET is dedicated to enhancing the development of Indian tribes, to improving
the capabilities of tribal governments, and to assisting the member tribes and
their governments in dealing effectively with public policy issues and in serving
the broad needs of Indian people.

Ø Treasurer of the USET Gaming Association, a coalition of tribes dedicated to
economic development through the opportunities offered by reservation gaming.



- 16 -

Ø Delegate for the National Congress of American Indians (NCAI), the oldest,
largest, and most influential Indian organization in the United States.  He has
also previously served as the Northeastern Area Vice President.

Ø Member of the Board of Directors for the National Indian Gaming Association
(NIGA); an organization dedicated to promoting successful gaming enterprises
for Indian Nations.

Ø Board Member of Standing Stone Media, Inc., owners of the leading newspaper
on Indian issues, Indian Country Today.

Ø Member of the Board of Directors for the National Tribal Development
Association, dedicated to the promotion and sale of Indian products throughout
the global marketplace.

In addition, Mr. George is:

Ø A Member of the Oneida Indian Nation’s Men’s Council (governing body),
representing the Wolf Clan.

Ø First Representative and Treasurer for the Oneida Indian Nation Gaming
Commission, which oversees gaming and licensing operations at the Nation’s
Turning Stone Casino.

Ø A Member of the Oneida Indian Nation Athletic Commission, which oversees all
sporting events held on Nation lands.

Jim Hamilton
Associate
IHA Management Systems, Inc.

Retired from HUD after 33 years, Mr. Hamilton has been a builder, HUD Director of
Development and HUD Chief Architect. He has been involved with Indian housing
programs since 1974 and currently conducts training programs for Indian housing
staffs.

Valerie Harris
Associate
IHA Management Systems, Inc.

Ms. Harris recently retired after 20 years of federal service, 12 of which was with the
HUD Office of Native American Programs.  She has extensive experience in Housing
Management, Administration, Development, Maintenance, Modernization and NAHASDA
Indian Housing Plans.
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Francis Harjo
Director of Communications Services
National Office of Native American Programs (Denver)

Francis Harjo is the Director of Communications Services in the National Office of Native
American Programs (Denver) and is also the Webmaster for CodeTalk, the ONAP
Internet site.  Mr. Harjo is an enrolled member of the in Paiute Tribe at Duck Valley
Indian Reservation and has a unique distinction as the Native American Federal
Webmaster.  Mr. Harjo came to HUD in 1996 as the Administrator for the Eastern
Woodlands Office of Native American Program, Chicago, IL and in 1997 relocated to the
Denver National office.  In 1994, Mr. Harjo was appointed by the Clinton Administration
as a Special Assistant to the Under Secretary for Rural Development in the United
States Department of Agriculture, Washington, D.C. and was later named to Director of
Native American Programs in the USDA Office of Intergovernmental Affairs.  Preceding
his work with USDA, Mr. Harjo is the former Executive Director of the National
Commission on American Indian, Alaska Native and Native Hawaiian Housing (1991-
1993).  The Commission was the first Native American Commission appointed by
Congress and the Executive Branch of the Government to study the problems and
impediments in Indian Housing.  The commissions offered a report and
recommendations known as the “Blueprint for Change” toward satisfying the housing
needs for Native Americans.  Prior to his appointment with the Commission, Mr. Harjo
was employed as the Information Coordinator for the National American Indian Housing
Council (1989-1991).  While with NAIHC, Mr. Harjo conducted a series of field hearings
and submitted results to Congress in a report “Indian Housing in the 1990’s: Still
Waiting.”

Christopher H. Hartenau
Senior Attorney
Environment and Labor Standards

Christopher H. Hartenau is Senior Attorney for Environment and Labor Standards and
serves as Environmental Clearance Officer for the Office of General Counsel, U.S.
Department of Housing and Urban Development, Washington, D.C.  Mr. Hartenau
assisted the NAHASDA Negotiated Rulemaking Committee last year in connection with
the environmental, labor standards and flood insurance provisions in the NAHASDA final
rule.  He has been with the HUD Office of General Counsel since 1972.  He is a 1969
graduate of Brown University and received his law degree from Boston University
School of Law.
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David V. Heisterkamp II
Attorney
Wagenlander & Associates, LLC

David Heisterkamp is a graduate of Dartmouth College and the University of Colorado
School of Law.  For the past six years Mr. Heisterkamp has worked with the Denver-
based law firm of Wagenlander & Associates, LLC counseling Indian Housing Authorities
and other tribally designated housing entities through the Northern Plains and Western
United States.  Mr. Heisterkamp and the firm served as one of the private legal advisors
to Tribal representatives on the NAHASDA Negotiated Rulemaking Committee and
continue to assist clients in implementing new programs under NAHASDA.  He is often
involved in the resolution of personnel and termination issues and recently argued
successfully before the U.S. 8th Circuit Court of Appeals in Dillon vs. Yankton Sioux
Housing Authority (holding that the TDHE need not waive its sovereign immunity by
signing a contract with HUD and therefore, the Federal Court System had no jurisdiction
to hear a wrongful termination case).

Donna K. Jacobsen
Program Specialist
National Office of Native American Programs
U.S. Department of Housing and Urban Development

Ms. Jacobsen comes to the National Office of Native American Programs with 20 years
of HUD experience.  She is currently in the Housing Management Division and reviews
model housing activity proposals in Indian Housing Plans.  She participated in the
Negotiated Rulemaking Committee and Affordable Housing Workgroup meetings that
developed rules implementing the Native American Housing Assistance and Self-
Determination Act of 1996.  Ms. Jacobsen has a Bachelor of Science degree in Financial
Accounting from Metropolitan State College, Denver, Colorado.

Matthew S. Jaffe
Attorney
Hobbs, Straus, Dean & Walker, LLP

Mr. Jaffe is a partner at Hobbs, Straus, Dean & Walker, LLP, a Washington, D.C. law
firm with offices in Portland, Oregon and Norman, Oklahoma, which specializes in the
practice of Federal Indian law.  Mr. Jaffe has been with the firm since 1988 and
participated in the NAHASDA Negotiated Rulemaking on behalf of a number of tribal
clients.  Mr. Jaffe graduated from the National Law Center, George Washington
University in 1986, and received a bachelor’s degree in Political Science with honors
from the State University of New York at Binghamton in 1983.
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Quentin Michael Jones
Land Records Officer
Bureau of Indian Affairs

Michael Jones was born in Sioux Falls, South Dakota.  He spent much of his childhood
at Haskell Institute (now known as Haskell Junior College) where is father taught
government and coached basketball, track and some football, and where Michael
attended school in nearby Lawrence, Kansas.  About 1960, Michael’s family moved to
the Albuquerque Indian School in New Mexico, where his father worked and where he
attended high school and the University of New Mexico.  In 1981 he graduated from the
University of New Mexico, School of Law.  After an internship with the New Mexico Oil
and Gas Conservation Commission, Michael was a Law Clerk to Justice Harry Stowers of
the New Mexico Supreme Court.  During law school, Michael performed title work for
the Bureau of Indian Affairs’ Land Title and Records Program.  After graduation he also
worked for law firms that represented Indian Tribes and tribal entities.  He is licensed to
practice law in New Mexico.  From 1987 to the present, he has served as the Land
Records Officer, Central Office, Bureau of Indian Affairs.  He lives in Northern Virginia,
with his wife and 2 children.

Bruce A. Knott
Director, Office of Grants Evaluation
Office of Native American Programs
U.S. Department of Housing and Urban Development

Mr. Knott has worked in various ONAP offices since a separate Indian programs office
was created within HUD nearly twenty years ago.  His resume includes experience in
housing management, housing development, and community development block grants
for Native Americans.  Since 1992, Mr. Knott has managed HUD’s housing development
and community development programs in the National Office.  Currently, he is
responsible for developing and managing ONAP’s monitoring and evaluation activities
for all tribal programs.

Jeffrey Koleski
Executive Director
Neighborhood Housing Services/Oklahoma City, Inc.

Jeffrey Koleski, Executive Director of Neighborhood Housing Services/Oklahoma City,
Inc., prior to being employed by Neighborhood Housing Services he has worked in all
aspects of residential and commercial development in a management capacity for the
past fifteen years.  He has been with Neighborhood Housing Services/Oklahoma City,
Inc. as its Executive Director for the past five years.  Has provided T.A. to several
Native American Organizations throughout the State of Oklahoma.  Assisted Federal
Home Loan Bank in the development of their Homebuyer Education First-Time
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Homebuyer Counseling/Education Trainer Program.  He has attended and taught at
several conference’s and training sessions on federal programs and related items.  He is
active in several neighborhood associations, community organizations, serves on
INTEGRIS Business Health Institute’s Advisory Council and Fannie Mae’s Oklahoma
State Advisory Council.

Robert S. Kroll
Director, Community Development Division
Southwest Office of Native American Programs

Mr. Kroll has been with HUD since 1979 in a variety of field offices and positions.  He
began working with the Office of Native American Programs in 1983 in Phoenix.  In the
last 15 years, he has held supervisory positions in housing management, financial
management, and community development.  Since June of 1998, Mr. Kroll has served
as acting administrator of the Northwest Office of Native American Programs in Seattle.

Jacqueline A. Kruszek
Program Analyst
National Office of Native American Programs
U.S. Department of Housing and Urban Development

Ms. Kruszek oversees the maintenance and operation of the Indian Housing Block Grant
(IHBG) formula including reviewing IHBG formula data corrections and U.S. Decennial
Census challenges.  She chairs the Workgroup on Program Income and has participated
in the Negotiated Rulemaking Committee and Formula Workgroup meetings that
developed rules implementing the Native American Housing Assistance and Self-
Determination Act of 1996.  Ms. Kruszek received graduate training in mathematics,
computer science, and economics from the University of Pittsburgh and completed a
management training program through the U.S. Department of Housing and Urban
Development in housing and community development.
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Dick La Fever
Organizational Consultant
Crossroads Leadership Institute

Dick La Fever is the Co-founder of Crossroads Leadership Institute and has worked as
an organizational consultant for the past 13 years.  Dick works extensively with Alaska
Native and Native American Housing Authorities in the areas of strategic planning, team
building and quality management systems.  Dick is a contractor with ICF Kaiser.

He is an enrolled member of the Northern Cheyenne Tribe in Montana.  On his home
reservation he has served as an elementary teacher, and was the first principal of the
tribally controlled school, formerly a BIA school.  He also served as the Executive
Director of the Community Action Program.

Dick also does work with Native American Housing Authorities in the Southwest and
Alaska.  His company represent Organizational Dynamics, a Boston based consulting
and training company that specializes in quality and customer service.  He also teaches
in the Organizational Management and MBA programs at Alaska Pacific University.

Dick is a board member for the Alaska Council on the Prevention of Alcohol Abuse, the
Alaska Humanities Forum and for his church, Unity of Anchorage.  He is also a member
of the American Society for Quality; The American Society for Training and
Development; and the Resource Development Council of Alaska.

Michael S. LaPointe
Executive Director
Sicangu Enterprise Center

Michael S. LaPointe is currently the Executive Director of the Sicangu Enterprise Center
(SEC), a 501 (c)(3) non-profit community development organization, serving members
of the Rosebud Sioux Tribe.  The SEC has provided over $100,000 in micro-business
loans for home-based businesses, along with business planning services, and technical
assistance.  Under his leadership, the SEC has established a Homebuyer’s Education
program designed to increase homeownership opportunities for members of the
Rosebud Sioux Tribe.  Michael is a graduate of the University of South Dakota (USD)
with a Bachelor of Science degree in Economics.  He is also actively involved with the
USD chapter of American Indian Business Leaders.  He is an alumni member of the Pi
Kappa Alpha international fraternity.  Michael plans on obtaining his Masters Degree in
Public Administration from Harvard University’s John F. Kennedy School of Government
in Cambridge, Massachusetts.  He is a member of the Rosebud Sioux Tribe.
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Deborah M. Lalancette
Director, Office of Grants Management
National Office of Native American Progams
U.S. Department of Housing and Urban Development

Deborah Lalancette has worked for the Office of Native American Programs since April
1980.  She worked in the Denver Area Office from 1980 to 1989 before moving to
Washington, D.C.  She was the Financial Manager and Director of Housing Management
in Washington, D.C. from 1989 until 1997.  In 1997, Ms. Lalancette moved back to
Denver with the National Program Office of Native American Programs.  In this office,
she is the Director of the Office of Grants Management and is responsible for
implementing the Indian Housing Block Grant Program under the Native American
Housing Assistance and Self-Determination Act of 1996 and also oversees the Drug
Elimination and Economic Development and Supportive Services Programs.

Gail W. Laster
HUD General Counsel
U.S. Department of Housing and Urban Development

In November 1997, Ms. Gail Laster was sworn in as HUD General Counsel.  From
December 1994 to August 1997, Ms. Laster was Director of Governmental
Relations/Counsel for the Legal Services Corporation.  From January 1992 to November
1994, Ms. Laster served as counsel to the U.S. Senate Committee on the Judiciary.  Ms.
Laster also served as counsel to the U.S. Senate Committee on Labor and Human
Relations.  After clerkships with judges who sat on the U.S. District Court for the
Southern District of New York and the Washington, D.C. Court of Appeals, Ms. Laster
was a staff attorney with the Washington, D.C. Public Defender Service.  She is a
graduate of Yale University and the New York University School of Law.

JoAnne F. Lewellen
Assistant Vice President and Community Affairs Officer
Federal Reserve Bank of Minneapolis

JoAnne F. Lewellen, J.D., is responsible for central administration, information
technology, mergers and acquisitions, off-site monitoring and community affairs of the
Banking Supervision Department of the Federal Reserve Bank of Minneapolis.

Ms. Lewellen joined the Federal Reserve System in 1986 as an examiner in the
Consumer Affairs and Trust/Specialty examination areas.  She was promoted to
manager in 1990 and assistant vice president in 1993.  She is chair of the advisory
council to the Minnesota District U.S. Small Business Administration.  Ms. Lewellen is
also a national speaker on issues related to banking and lending in Indian Country,
including training bank examiners.
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Ms. Lewellen has a bachelor’s degree from the University of Kansas, Lawrence, and a
law degree from the University of Missouri-Kansas City.

Christine Manion
Program Specialist
Office of Loan Guarantee
National Office of Native American Programs
U.S. Department of Housing and Urban Development

Christine Manion began her career with HUD in 1978, in the Alaska Office.  During her
tenure, she gained experience as a Loan Specialist, working with private owners;
performing multifamily property inspections and reviewing audited financial statements.
In 1990, she transferred to Public Housing as a program specialist and provided training
and technical assistance to public housing staff members and program participants in
areas such as modernizations, Section 8, procurement, finance, Drug Elimination and
Resident Initiatives.  In 1996, she joined the ONAP staff as a Native American Program
Specialist and is currently working with the Title VI Loan Guarantee program.

Jay A. Marcus
Director of Housing Initiatives
The Enterprise Foundation

Mr. Marcus has over 15 years experience in developing and implementing affordable
housing and communities development strategies throughout the country and providing
training and technical assistance to increase the capacity of cities, tribes, lending
institutions, and nonprofit agencies nationwide.  He specializes in housing finance and
special needs housing development. Mr. Marcus started Enterprise’s Los Angeles
program and oversees Enterprise’s Native American and Habitat for Humanity
Initiatives.

Mr. Marcus has created 8 new nonprofit housing development organizations and
intermediaries and packaged over $100 million for low-income housing.

Previous to joining Enterprise 8 years ago, Mr. Marcus was Director of Housing
Development for Victim Services, where he developed and operated emergency,
transitional and permanent housing for homeless families and victims of domestic
violence. In the early 1980’s, as Special Assistant to the Commissioner of Human Rights
in New York, he created lending institution testing programs, funding programs for fair
housing centers and substantially increased penalties for housing discrimination
complaints in New York State.

Mr. Marcus has a Masters in City and Regional Planning from Harvard University and a
B.A. in Political Science (Music Concentration) from Columbia University.  Mr. Marcus
has published several articles in affordable housing journals.
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Mercedes Márquez
Senior Counsel for Civil Rights and Fair Housing
U.S. Department of Housing and Urban Development

At the request of the Clinton Administration, Mercedes M↵rquez assumed her duties as
Deputy General Counsel for Civil Rights and Fair Housing in May, 1997.  Ms. M↵rquez
received her B.A. from the University of Southern California and her J.D. and LL.M from
Georgetown University Law Center.  She has been practicing law—exclusively in the
area of civil rights—for 12 years.

Ms. M↵rquez began her legal career at Georgetown’s Institute for Public Representation
where she represented a class of over 2,000 African-American and Latino tenants in
what became the first published decision regarding the use of Title VIII in the private
gentrification context.

Ms. M↵rquez continued her work in private practice where, at the law firm of Litt &
Stormer, she headed the slumlord litigation and fair housing units representing
thousands of poor and working class tenants of color against Los Angeles’ most
reprehensible slumlords.

Ms. M↵rquez built a multi-racial and multi-cultural firm in Los Angeles where she was
one of two partners.  Her firm focused, in large part, on countering race discrimination
in public housing, by representing hundreds of families and creatively using various
state and federal authorities to ensure that tenants of public housing have the same
rights as private renters.

Ms. M↵rquez has served as a fair housing consultant to several different groups in
California and has performed pro bono work for the Watts/Century Latino Organization.
She recently retired as the national Vice President of the YMCA of the U.S.A. and has
served as that organization’s National Racial Justice Chair.  She currently serves on the
organization’s Board of Trustees.  She has also served as vice chair of Los Angeles Rent
Stabilization Commission.

C.W. “Chuck” Merritt
President
IHA Management Systems, Inc.

Former commercial Contractor and Indian Housing Authority Executive Director, Mr.
Merritt has been actively involved in Indian Housing, development and training
programs for the past eight years.  Mr. Merritt founded IHA Management Systems, Inc.
to provide the Native American community with training and technical assistance
directly related to the unique circumstances that occur in their Housing programs.  IHA
Management Systems, Inc. competed for and was chosen to be the “Technical
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Assistance Provider” for the Title VI Demonstration Program.  Tribes and TDHE’s will
have the ability to access the technical assistance needed to participate in the Title VI
program through the IHA Management Systems team of consultants, should they
choose to do so.

Robert J. Miller
Attorney at Law
Hobbs, Straus, Dean & Walker LLP

Robert Miller has represented tribal clients and Indian individuals in federal court
litigation and before federal administrative agencies.  He has also concentrated
extensively during 1996-1999 on tribal housing issues and the implementation of
NAHASDA.  Mr. Miller worked closely with the negotiated rulemaking committee which
drafted the regulations for NAHASDA.  Mr. Miller has also helped various tribes and
tribal organizations to review and revise their governing documents and policies, and he
has been involved in tribal employment rights and issues.  Mr. Miller is also an adjunct
professor and has taught Indian law courses at Northwestern School of Law of Lewis &
Clark College and at various Oregon colleges since 1993.  He is on the Board of the
National Indian Child Welfare Association, the Board of the Oregon Native American
Entrepreneurial Network, and is the past Chair of the Oregon State Bar Indian Law
Section.  He has published numerous articles on Indian Law issues in law review
journals, Bar journals and continuing legal educational materials.

Deborah Moffitt
Housing Manager
Ronan Housing Authority and Lake County Community Housing Organization

Deborah Moffitt has worked as Housing Manager for the Ronan Housing Authority and
Lake County Community Organization for 6 years.  These organizations serve rural
communities in Northwest Montana’s Lake County, which is also partially situated on the
Flathead Indian Reservation.  As Housing Manager, her diverse responsibilities have
included managing a homeowner housing rehabilitation program serving 38 clients; a
first time home buyer program (including training) serving 39 clients; overseeing
construction of and providing property management for 19 low-income rental units;
overseeing Section 8 and HOME program tenant based rental assistance programs
serving over 150 clients; and directing an acquisition and new construction program
building and/or rehabilitating 20 additional homes for first time homebuyers.  She is
currently supervising final construction and rent up of 16 very low income units; the
purchase and management of 29 low-income elderly units; and a housing rehabilitation
program expected to serve 24 low-income homeowners over the next 2 years.  Her job
requires close coordination with the Salish and Kootenai Tribal Housing Authority and
the many other agencies serving both the area’s tribal and non-tribal low-income
populations.  She serves on the Board of the area’s Family Crisis Center; served on the
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County’s welfare reform board; and is on the planning committee for the area’s
Workforce Center System.  Her prior 15 years experience as a purchasing agent for
defense contractors honed the organizational and management skills which have made
her so successful in her current position.
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Craig Nolte
Community Affairs Advisor
Federal Reserve Bank of San Francisco

Craig Nolte is a Community Affairs Advisor with the Federal Reserve Bank of San
Francisco.  As part of the Community Affairs Department, Mr. Nolte develops training
and consults financial institutions on community investment opportunities.  Mr. Nolte is
very active in Native American lending issues.  Currently Mr. Nolte facilitates seven
“Sovereign Lending” task forces in the four northwestern states of Washington, Oregon,
Idaho and Utah.  The goals of the task forces are to identify and meet individual tribe’s
banking needs.  Mr. Nolte also serves on the One-Stop Mortgage Center Initiative’s
Credit Worthiness Committee.  Prior to joining the Federal Reserve, Mr. Nolte served as
a Compliance Examiner with the Office of Thrift Supervision.  In that role, Mr. Nolte
evaluated thrift institutions’ compliance with various consumer and compliance laws and
regulations, including the Community Reinvestment Act.  Mr. Nolte holds an M.B.A.
from City University, Bellevue, WA, and a B.A. degree in Finance from Seattle Pacific
University.

Diana Ortiz
Managing Attorney
Office of Human Resources Law
U.S. Department of Housing and Urban Development

Ms. Ortiz is the Managing Attorney for the Office of Human Resources Law at the U.S.
Department of Housing and Urban Development.  The Office of Human Resources Law
provides legal services to HUD in the areas of personnel law, ethics law, contract
procurement law and torts law.  Ms. Ortiz joined the department in 1996.  Prior to
coming to HUD, Ms. Ortiz spent five years as a special prosecutor for the
Commonwealth of Puerto Rico, where she concentrated on public corruption cases and
secured convictions against several local mayors and legislators.  Ms. Ortiz graduated
with honors from Yale University with a B.A. in English.  She received a J.D. from
Harvard Law School.  Her significant professional experience includes having served in
the Massachusetts Executive Office of Communities and Development as Assistant
Secretary for Neighborhoods.  She was also appointed by former Governor Michael
Dukakis to chair the Massachusetts Community and Economic Development Assistance
Corporation.  Ms. Ortiz has also been a legal services attorney in Connecticut, and has
held various public and private sector positions in New York and Puerto Rico.
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Terrie Paredes
Operations Supervisor
Norwest Mortgage HomeBuyers Club©

Believing that the key to succeed in the mortgage industry is the ability to adapt to
change, Terrie Paredes began her career in 1988 as a loan processor.  In 1990, she
became a branch manager for TriCore Financial and since then has supervised and
managed for Regal Mortgage, Norwest Mortgage, Inc., Bank of America.

Terri is currently working with Norwest Mortgage, Inc. as the Operations Supervisor for
the HomeBuyers Club where she is expanding her expertise in affordable housing and
community development in today’s emerging markets.

Frank Peratrovich, Jr.
Executive Director
Cook Inlet Housing Authority

Over ten years of experience in Indian Housing programs at four different regional
housing authorities.  Was selected as one of Alaska’s top 40 under 40 years of age by
the Alaska Journal of Commerce in 1998.  He also serves as President of the Association
of Alaska Housing Authorities, Treasurer for the National American Indian Housing
Council and was a member of the NAHASDA Negotiated Rulemaking Committee.

Peter J. Petrunich
Program Specialist
National Office of Native American Programs
U.S. Department of Housing and Urban Development

Mr. Petrunich works for Deb Lalancette in the Housing Management Division.  He has
been with the Department of Housing and Urban Development since 1990.  He worked
in the Eastern/Woodlands ONAP for over four years and then spent two years working
with the Public Housing HOPE VI Demonstration program in Washington, D.C.  He
returned to ONAP in November 1996 when the National office moved to Denver.

Bill Picotte
Executive Director
Oti Kaga, Inc.

Bill Picotte is Executive Director and is a member of the Board of Directors of Oti Kaga,
Inc., a non-profit 501(c)(3) housing development corporation he founded in 1993.  He
has been a member of the Board of Directors of the Housing Assistance Council (HAC)
since 1993.  He also sits on the Board of Directors of the National Rural Housing
Coalition since 1996.  Finally, Mr. Picotte is also President of Eagle Thunder Consulting,
a housing and business consulting firm.
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Carol A. Quinlan
Program Specialist
National Office of Native American Programs
U.S. Department of Housing and Urban Development

Carol A. Quinlan is a Native American Program Specialist at the National Office of Native
American Programs in Denver, Colorado.  She works for Bruce A. Knott, the Director for
the Housing and Community Development Division.  Prior to joining the National staff,
she represented the Northern Plains Office of Native American Programs (NPONAP) as
an Indian Community Development Block Grant and HOME Specialists, a Housing
Development Representative and NPONAP’s delegate for the 184 Loan Guarantee
program.

John Romano
Deputy Administrator
Rural Utilities Service
U.S. Department of Agriculture

The White House designated John Romano as Deputy Administrator of the Rural
Utilities Service in April 1995.  In this position, he directs Water 2000, the
administration’s nationwide rural safe drinking water initiative.  Since 1976, Romano has
worked in the rural community and economic development field serving in his home
state of Vermont as a grant writer for a three-county Community Action Agency; a
special project’s director for the Vermont State Housing Authority; and a senior
development officer for the Northern Community Investment Corporation.  From 1987
through April of 1995, Romano worked as projects director for U.S. Senator Patrick J.
Leahy (D-VT), former chairman of the Senate Agriculture Committee, working primarily
on rural economic development issues, projects, and appropriations.  Romano worked
for Senator Leahy during the development and passage of the 1990 Farm Bill and the
Empowerment Zone/Enterprise Community legislation in 1993.  Additionally, he played
a key role in increasing federal support for Community Development Block Grants from
the Department of Housing and Urban Development, water and wastewater loan and
grant programs from the Department of Agriculture, and numerous other
infrastructures, housing and economic development programs.

Robert T. Skjonsberg
Community Development Lender
Norwest Mortgage, Inc.

Rob is a Community Development Lender for Norwest Mortgage, Inc. in Pierre, SD.  His
primary responsibility has been to increase mortgage lending within reservation
boundaries.  He has served as Personal Banker and Manager of the Norwest Bank on
the Lower Brule Reservation in South Dakota.  The first home improvement and home
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equity loans were closed on trust land during his tenure as Manager.  His experience
includes commercial, consumer, agricultural, and most recently mortgage lending within
reservation boundaries.  Norwest Mortgage, Inc. has closed loans on eight of the nine
reservations in South Dakota.  Rob grew up on the Lake Traverse Reservation in South
Dakota and is a descendant of the Sisseton Wahpeton Sioux Tribe.

Richard Smith, Sr.
Director of Programs Home Mortgage Corporation
The Minnesota Chippewa Tribe

Mr. Smith is an enrolled member of the White Earth Band of Ojibwe, Minnesota
Chippewa Tribes.  He is married with two adult children who are also members of the
White Earth Band of Ojibwe.  He resides on the White Earth Indian Reservation.

Employed by the Minnesota Chippewa Tribes, Mr. Smith serves as the Director of
Programs for the Tribally owned Home Mortgage Corporation.  Recent accomplishments
include the creation of Rental Housing Development Financing through the corporation
and positioning the corporation as a non-member borrower of the Federal Home Loan
Banking system.  Mr. Smith currently serves on the Affordable Housing Advisory Council
for the Federal Home Loan Bank of Des Moines, Iowa and is a member of the
Minnesota Mortgage Bankers association.

David Southerland
Executive Director
Housing Authority of the Cherokee Nation

Received a Bachelors Degree in Accounting from Northeastern Oklahoma State
University in 1992.  I went to work for the Housing Authority as a staff accountant after
graduation.  Established Housing Authority Materials Warehouse in 1994.  Served as
Director of Purchasing from April 1995 through July of 1997 at which time I was named
as Deputy Director.  Served in that capacity until April of 1998 when I was named
Executive Director.

Catherine Baker Stetson
Attorney
Stetson Law Offices, P.C.

Catherine Baker Stetson attended Vassar College during her undergraduate career and
later earned an M.A. from Brown University and a Ph.D. from the University of New
Mexico.  After obtaining her law degree from the University of New Mexico, she
practiced Indian law with Ussery & Parrish until leaving to start an Indian-owned,
woman-owned firm with Kevin Gover and Susan Williams in 1986.  Gover, Stetson &
Williams, P.C. was honored as one of the Top 25 Women-Owned Businesses in New
Mexico in 1996.
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In 1997, Kevin Gover went to Washington, D.C. to become Assistant Secretary of Indian
Affairs, and Cate opened Stetson Law Offices, P.C., a law firm whose practice is limited
primarily to providing legal services to tribes and tribal agencies.  In addition, she
started Legi\X Company, a political consulting and lobbying firm.  Cate’s Indian law
experience has been largely in working on housing and commercial transactions on
Indian reservations.  She has helped develop on-reservation restaurants, casinos,
hotels, shopping centers, mobile home parks, sanitary landfills, and gas stations, and
also has designed tribal regulatory, tax, and business structures intended to
complement tribes’ economic development objectives.

Scott A. Stewart
Vice President of Community Investment
Federal Home Loan Bank of Chicago

Scott Stewart is a Vice President of Community Investment with the Federal Home Loan
Bank of Chicago.  He serves as an advisor to financial institutions, non-profit groups,
and local government agencies on community lending issues and works closely with
those interested in taking advantage of the Federal Home Loan Bank’s Affordable
Housing Program or Community Investment Program.  These two programs are
valuable resources that financial institutions and community organizations can use to
assist them in their efforts to meet the housing and commercial and economic
development needs of the community.

Mr. Stewart serves as a board member of the Northwest Housing Partnership, a non-
profit committed to increasing the availability of affordable housing in suburban
Chicago.

Mr. Stewart joined the Bank in January, 1986, after several years with the Northern
Trust Company of Chicago.  He holds a M.B.A. from the University of Wisconsin at
Madison and a B.S. in Finance from the University of Illinois at Urbana-Champaign.

Ken Stocks
Project Coordinator, Osprey Spirit II Housing Development
Coeur d’Alene Tribal Planning and Development Corporation

Mr. Stocks is the Project Coordinator for Osprey Spirit II and is under contract with the
Tribe.  Mr. Stocks worked with Council Members Norm Campbell and Marge Zarate
during the initial planning of this project in 1995, and was selected as Project
Coordinator in January of 1998.
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Jonathan B. Taylor
Research Fellow
Harvard Project on American Indian Economic Development

Jonathan Taylor conducts economic and public policy research in Indian Country for the
Harvard Project on American Indian Economic Development, the Udall Center for
Studies in Public Policy, at the University of Arizona, and for tribes directly as a
consultant.  His research centers on the causes and consequences of economic
development activity on Indian Reservations and the measures tribal governments can
take to improve social and economic conditions on reservations.  Among his research
analyses are: an investigation into the socio-economic consequences of Class III Indian
gaming, an analysis of the propensity of states and tribes to compact for casino
gaming, a number of constitutional reviews for tribes, and an assessment of Native self-
governance policy in Alaska.  He received a Master’s in Public Policy from the John F.
Kennedy School of Government at Harvard University (1992) and a Bachelor’s in Politics
from Princeton University (1986).

Mark C. Tilden
Staff Attorney and Corporate Officer
Native American Rights Fund

Mark C. Tilden (Navajo) joined the Native American Rights Fund (NARF) as a staff
attorney in September 1994 and is also currently serving as a corporate officer.  He
represents tribal governments in federal recognition, administrative law, Indian family
and child welfare law, environmental law and water law.  He also lectures and trains in
these specific areas.  Before joining NARF, he practiced law at Fredericks, Pelcyger,
Hester & White.  While attending law school, Mark worked for the Colorado Attorney
General’s Office, Supreme Court of Colorado, Big Mountain Legal Defense Office, and
NARF.  He received a Bachelor of Science and Business Administration degree from
Creighton University and a Juris Doctorate from the University of Denver College of
Law.  Mark is admitted to practice law in the state courts of Colorado, District of
Columbia, U.S. District Courts in Colorado and Arizona, U.S. Courts of Appeal for the
Ninth, Tenth and District of Columbia Circuits, Supreme Court of the United States, Fort
Peck Tribal Courts, Ft. Mojave Tribal Courts and Oglala Sioux Tribal Courts.  He is a
member of the Federal Bar Association, American Bar Association (ABA), Colorado Bar
Association, Colorado Indian Bar Association, Boulder County Bar Association and ABA
Steering Committee on the Unmet Legal Needs of Children.
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Luke W. Toyebo, Jr.
Senior Technical Assistance Specialist
National American Indian Housing Council

Luke Toyebo, Jr. has been employed by the National American Indian Housing Council
for nearly five years as both a TA Specialist and TA Director.  Mr. Toyebo previously
served as the Executive Director of the Apache Tribe of Oklahoma’s housing authority.
During his tenure, the IHA developed many new homes.  Mr. Toyebo was the recipient
of the Apache Tribe of Oklahoma’s Outstanding Achievement Award.  A certified NAIHC
Housing Manager, he has also served on NAIHC’s Board of Directors and as President of
the Oklahoma Indian Housing Association.  Mr. Toyebo holds a Bachelor’s degree from
the University of Oklahoma, and has served as an adjunct professor at Oklahoma State
University.  He has provided technical assistance in all areas of Indian housing
operations, and is an experienced developer.  He has also worked extensively in the
areas of comprehensive/strategic planning, commissioners’ training, and policy
development.
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James F. Wagenlander
Attorney
Wagenlander & Associates, LLC

Jim Wagenlander and the law firm of Wagenlander & Associates, LLC have for over 23
years performed a majority of their work assisting over 100 tribes, IHAs and TDHEs in
the areas of housing development and management.  With headquarters in Denver, this
cross-cultural law firm also practices in the fields of tribal jurisdiction, economic
development, lending, contracting, construction, urban housing and international law.
Along with a number of other firms, Jim Wagenlander and Wagenlander & Associates,
LLC provided legal support to tribes during the NAHASDA negotiated rule-making
process.  Jim has been extensively involved in addressing discrimination practices
including mortgage lending, cooperation agreements, and state agency programs.

Justina L. Walls
Program Specialist
National Office of Native American Programs
U.S. Department of Housing and Urban Development

Justina is presently a Native American Program Specialist with the National ONAP
located in Denver.  She joined HUD over 20 years ago as an Urban Management Intern,
and began her career with the Department in the Office of Fair Housing and Equal
Opportunity.  She has 18 years of direct housing experience.  Housing development has
been her primary focus, although she has also worked in housing management and has
experience in both single and multi family programs.  Her tenure with HUD includes
over 13 years as a supervisor and manager.  Prior to her career with HUD, she was in
law enforcement.  She obtained her Bachelor of Science (honors) degree in Criminal
Justice from the University of Texas at Arlington and her Juris Doctorate (law) degree
from the University of Denver.



- 35 -

Leah Harjo Ware
Lawyer
Indian Country Lawyers, P.L.C.

Leah Harjo Ware is a member of Indian Country Lawyers, P.L.C., a 100 percent
American Indian owned law firm, located in Shawnee, Oklahoma.  Ms. Ware is a native
of the Muscogee Nation and received her undergraduate degree from the University of
Oklahoma and her juris doctorate from Creighton University School of Law in Omaha,
Nebraska.  Leah has served as staff attorney and Executive Director of Oklahoma
Indian Legal Services, Attorney General of the Muscogee (Creek) Nation, and as
assistant Director of the Oklahoma City University School of Law-Native American Legal
Resource Center.  Ms. Ware has practiced almost exclusively Federal Indian Law for 14
years and has participated in precedential cases involving the resurgence of tribal
courts and exercise of tribal jurisdiction in Indian Country in Oklahoma, as well as
precedential cases involving the rights of individual Indian citizens.  During her 14 years
of experience, Ms. Ware’s practice has included Indian Housing issues, trust and
restricted land issues.  As the education committee chairperson of the Oklahoma Indian
Bar Association, Ms. Ware has coordinated 2 Indian Housing conferences for attorneys,
housing authority officials and tribal lenders in Oklahoma.  Leah maintains a general
civil practice of law with emphasis in Indian Housing trust/restricted land issues,
probates and Social Security appeals.

Ken Webster
Technical Assistance Director
National American Indian Housing Council

Last month, Ken Webster joined the National American Indian Housing Council (NAIHC)
staff as Technical Assistance Director.  Ken is responsible for managing NAIHC’s field
staff, who are based throughout the United States and provide on-site support to more
than 100 tribes a year.  Ken also helps shape NAIHC’s programs and policies, advising
the Executive Director on everything from technical housing matters to relations with
tribal governments.

“We are immensely excited to have Ken on staff,” said Christopher Boesen, NAIHC
Executive Director.  “He is both experienced and wise and will be a great asset to our
organization.

Ken grew up on the Oneida Reservation and is an enrolled member of the Oneida
Nation of Wisconsin.  Most recently, he served as Interim Executive Director of the
Oneida Housing Authority, helping the Housing Authority access low-income housing tax
credits and the Federal Home Loan Program.  Ken’s other work experience includes
appointments as Minneapolis Housing and Redevelopment Authority Commissioner,
National Congress of American Indians (NCAI) area representative for a four state area,
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member of the National American Indian Veterans Ad Hoc Committee, and president of
the Intertribal Transportation Association.  He is the proud father of four children.
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Carol Wiklund
Director
ABODE Consulting

Carol Wiklund is the Director of ABODE Consulting.  She has been involved with
mortgage lending since 1986.  Her experience runs the gamut from Loan Processor to
Paralegal to the Director of a homeownership education and counseling program.  She
is certified by the NeighborWorks Full Cycle Lending for Homebuyer Education and
Mortgage Lending Program through the Neighborhood Reinvestment Corporation.  She
is also certified as an Affordable Housing Specialist and a Mortgage Foreclosure
Prevention Specialist.  She is a native of Chicago, has lived in the Twin Cities area of
Minnesota, and resides in Colorado.

H. James Wulfsberg
Senior Principal
Wulfsberg Reese Ferris & Sykes P.C.

H. James Wulfsberg is the senior principal of Wultsberg Reese Ferris & Sykes
Professional Corporation.  He is a nationally recognized expert on public works
contracting.  He has over 25 years of legal experience on drafting, negotiation, bidding,
award, arbitration, mediation and litigation matters arising from public works contracts
of all types, including design, construction, construction management, and public
“leaseback” contracts.  Mr. Wulfsberg assists project owners in determining appropriate
procurement and evaluation methodologies, developing procurement documents,
negotiating and drafting contract documents, negotiating and administering claims
arising during contract administration, developing claims avoidance and dispute
resolution strategies and procedures, and providing legal representation and mediation,
arbitration and litigation.

Patricia Zell
Democratic Staff Director/Chief Counsel
U.S. Senate Committee on Indian Affairs

Since 1978, Patricia Zell has held various positions with the U.S. Senate Select
Committee on Indian Affairs, including Professional Staff, Staff Attorney, and Chief
Counsel.  From 1990 to 1995, Ms. Zell was the Majority Staff Director and Chief Counsel
for the U.S. Senate Committee on Indian Affairs, and since 1995, has been the
Democratic Staff Director and Chief Counsel.  Ms. Zell is also currently the Editor of the
Indian Law Reporter, a monthly publication providing non-evaluative summaries of
federal, state, tribal, and administrative cases in the field of Indian law.  Ms. Zell
received her Juris Doctor from Georgetown University.
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Andrew M. Cuomo
Secretary

U.S. Department of Housing and Urban Development

Andrew Cuomo, who became Secretary of Housing and Urban Development in January
1997 after he was unanimously confirmed by the U.S. Senate, has implemented a
sweeping reinvention plan, more efficient and effective programs, and an aggressive
campaign against waste, fraud and abuse at the Department.

Cuomo unveiled his landmark HUD 2020 Management Reform Plan in June 1997. Since
then, the plan has been endorsed by HUD's labor unions, successfully carried out by
HUD's employees, and praised by President Clinton and government reinvention
experts.

President Clinton told the U.S. Conference of Mayors in February 1998: "Secretary
Cuomo's reinvented HUD exemplifies the kind of approach we're trying to take to
working with the cities all across the federal government."

Management Expert David Osborne - author of Reinventing Government - wrote in May
1998 that HUD's management reform plan "as it is being implemented today represents
one of the most ambitious, fundamental and exciting reinvention plans in the recent
history of the federal government."

A review by management consultants Booz-Allen & Hamilton concluded in March 1998
that HUD has made "significant progress towards achieving the many management
reforms that are critical to making the Department function effectively."

Cuomo's other key accomplishments include:

Ø Winning Congressional approval in 1997 of a plan to rescue the Section 8 rental
subsidy program from financial collapse, averting an affordable housing crisis
that could have threatened up to 4.4 million Americans with homelessness. The
plan increased funding for Section 8 renewals by $4.6 billion, to enable HUD to
renew all expiring Section 8 contracts.

Ø Winning Congressional approval in 1997 to end excessive rental subsidies to
private landlords under the project-based Section 8 program. By cutting
subsidies so that landlords receive rents from HUD at market rates, the measure
will save taxpayers nearly $1.6 billion over five years.

Ø A 1999 HUD budget proposed by President Clinton that was the best HUD
budget in 10 years and sought $1.8 billion in additional program funds for an
intensified effort to revitalize communities, create jobs, produce affordable
housing and expand homeownership.
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Ø Helping to boost America's homeownership rate to an all-time annual high of
65.7 percent in 1997. The strong economy created by President Clinton's
policies, along with HUD's homeownership programs, led to the increase.

Ø Working to raise the limit on home mortgage loans insured by HUD's Federal
Housing Administration, to help more moderate-income families qualify to
become homeowners. FHA insurance enables many Americans who would
otherwise have been unable to qualify for mortgages to get the loans and
become homeowners.

Ø Creation of a new Enforcement Center, headed by an FBI agent and assisted by
U.S. Attorneys' offices, to establish and implement the highest standards of
integrity in HUD programs.

Ø A crackdown on landlords who collect money improperly from HUD. In 1997,
HUD: increased the number of debarment actions against bad landlords to 122 -
compared with 30 in 1996. Civil cases and settlements resulting in recoveries
against landlords of HUD-assisted housing grew from 24 in 1996 to 46 in 1997.
The amount of HUD money recovered from landlords rose from $18 million in
1996 to $25 million in 1997.

Ø A crackdown against discrimination in housing and lending. In 1997 HUD
obtained $9.6 million in relief for individuals in housing discrimination
settlements - compared with $4.4 million in 1996. In the first half of 1998, HUD
obtained record commitments from lenders to make nearly $4 billion in
mortgage loans to settle lending discrimination allegations.

Ø Ending a scheme by con artists that victimized senior citizens when it charged
individuals thousands of dollars in unnecessary fees for reverse mortgages.
Reverse mortgages allow older people to borrow against the value of their
homes.

Ø Creating a new category of HUD employees called Community Builders who are
working to empower America's people and local governments to take the
leading role in improving lives and strengthening communities. These generalists
serve as one-stop customer service representatives in HUD's 81 field offices.
Another new category of employees called Public Trust Officers monitor
recipients of HUD assistance to guard against waste, fraud and abuse.

Ø Opening Storefront Offices around the country called HUD Next Door - a new
type of consumer-oriented service center designed to become a national model
for more responsive government. The first Storefront Office was opened in
Washington, DC in May 1998.



- 40 -

Ø Bringing new state-of-the-art technology to HUD, including: touch-screen
computers set up in information kiosks easily accessible to the public; hand-held
computers used for public housing inspections; an updated web site on the
Internet that allows people to file housing discrimination complaints
electronically; and innovative Community 2020 software that contains detailed
information about communities to help local officials better plan for the future.

Ø Continuing the transformation of public housing. In June 1998 Cuomo launched
a new system to more accurately grade the performance of America's 3,400
local public housing authorities and to inspect every public housing development
in the nation for the first time. In addition, HUD continued to replace
deteriorated high-rise public housing projects that were unfit for human
habitation with townhouse-style developments that are connected to their
neighborhoods.

Ø Expanding the Continuum of Care program to help homeless people with
housing, education, training, substance abuse treatment and other assistance to
become self-sufficient.

Ø Producing landmark State of the Cities Reports in 1997 and 1998 that examined
the greatest challenges facing urban America and described ways to overcome
them.

Ø Producing a study in 1998 of "worst-case" housing needs that found about 5.3
million households with very low incomes - made up of about 12.5 million
people - face a housing crisis because they pay over half their incomes for rent
or live in severely substandard housing.

Ø Strengthening HUD's partnerships with state and local governments, the
business community, non-profit groups and other organizations to help reverse
decades of decline in America's cities by stimulating job creation, economic
development and other revitalization efforts.

Ø Creating the Officer Next Door Program to offer police officers 50 percent
discounts on homes HUD acquires in foreclosures in distressed neighborhoods to
spark community revitalization.

Ø Launching a program to return millions of dollars in refunds to homebuyers who
made excess payments to the Federal Housing Administration.

When President Clinton nominated Cuomo to succeed Henry Cisneros as HUD Secretary
on December 20, 1996, the President called Cuomo "the best person in this country
who is today suited to lead HUD into the 21st century,"
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Cuomo served for four years as HUD's Assistant Secretary for Community Planning and
Development, with responsibility for a broad range of programs dealing with community
and economic development, job creation, affordable housing and homelessness. His
work included the development of the award-winning Continuum of Care strategy to
help homeless Americans become self-supporting. He also administered HUD's role in
President Clinton's Empowerment Zone (EZ) and Enterprise Community (EC) initiative in
72 communities around the nation. As Secretary, Cuomo released performance reviews
that reported progress in five of the six EZs and in 62 of the 66 ECs. HUD is working
with low-performing communities to help them improve.

As Assistant Secretary, Cuomo developed a consolidated planning process that
empowered local communities and residents to have a much greater role in determining
how HUD funds should be used for housing and community development programs.
The process, which won Harvard University's prestigious Kennedy School of
Government Innovations in American Government award, produced innovative
computer mapping software that provides a wealth of data about communities to help
local officials better plan for the future.

Before entering federal service, Cuomo became the youngest Commission Chairman in
the history of New York City when he was named in 1991 by Mayor David Dinkins to
lead the New York City Commission on the Homeless. The Commission's report was
endorsed by Dinkins and other elected officials, organizations and newspapers, and has
achieved national recognition.

Cuomo is the first Secretary in HUD's history to have built and operated housing
developments before taking office. He founded Housing Enterprise for the Less
Privileged (H.E.L.P.) in 1986. H.E.L.P. grew to become the nation's largest private
provider of transitional housing for the homeless. The H.E.L.P. model brings safe,
quality housing and comprehensive, on-site social services together under one roof to
create a supportive community for homeless families.

Cuomo also founded the Genesis Project to develop innovative approaches to urban
revitalization, community development and tenant management. Genesis takes a
comprehensive approach to linking community development with affordable housing
and to coordinating a partnership among all levels of government and the private
sector.

Cuomo served as campaign manager for Mario M. Cuomo's first campaign for Governor
of New York State in 1982 and served as a Special Assistant to the Governor in 1983.
Cuomo then practiced law - first as an Assistant District Attorney in Manhattan in 1984-
85, then as a partner in the New York City law firm of Blutrich, Falcone and Miller from
1985-88 - and then went to work at H.E.L.P. full-time.
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Cuomo received a law degree from Albany Law School in 1982 and a Bachelor of Arts
from Fordham University in 1979. He is married to Kerry Kennedy Cuomo and is the
father of three daughters - Mariah, Cara and Michaela. He was born in the New York
City borough of Queens on December 6, 1957.
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Harold Lucas
Assistant Secretary for Public and Indian Housing

U.S. Department of Housing and Urban Development

Mr. Lucas was nominated for the position of Assistant Secretary on September 23,
1998; and confirmed as Assistant Secretary October 23, 1998.  The Office of Public and
Indian Housing oversees approximately 3,500 Public and Indian Housing Authorities in
the country.  Harold Lucas is a native of Newark, New Jersey, and a 1976 graduate of
Seton Hall Law School.  He is a member of the New Jersey Bar Association.

In 1981, Mr. Lucas joined the Newark Redevelopment and Housing Authority as
Director of Redevelopment/Senior Associate Counsel.  He managed the urban renewal
program and served as council to the Newark Housing Finance Corporation, the agency
that provided bond financing for affordable housing projects in the City of Newark.

Mr. Lucas was appointed to the position of Director of the City of Newark’s Department
of Development in 1986.  He was instrumental in organizing the newly established
department and introducing a “one-stop-shop” approach to development which
shortened processing time by 80 percent compared to traditional methods.  The
Department of Development, under Mr. Lucas’s leadership, was responsible for the
implementation of over $2.5 billion in housing and economic development projects for
the City of Newark.

Mr. Lucas was appointed to the position, Executive Director of the Housing Authority of
the City of Newark (NHA), in March 1992.  The NHA is the 11th largest public housing
authority in the nation and the largest in the State of New Jersey.  The NHA owns and
manages 11,000 dwellings in 36 developments located throughout the city and serves
over 30,000 residents of the City of Newark.

Mr. Lucas has been cited by New Jersey Magazine as one of Newark’s “Renaissance”
Men, “one of the key figures shaping the changing face of Newark.”  At the Newark
Housing Authority he jumpstarted the new construction program and expeditiously
reduced the extensive waiting list for apartments.  Moreover, 3,000 obsolete high-rise
units have been demolished with an additional 1,500 units scheduled for demolition.
Consequently, construction of 1,500 new townhouse units is complete or underway,
another 800 are scheduled for construction and vacant units are being refurbished and
occupied.  In addition, an ambitious new security plan and a program of tenant
apprenticeship were implemented.  The NHA once on HUD’s troubled list is now one of
the few large high performing agencies.
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Deborah Vincent
General Deputy Assistant Secretary

Public and Indian Housing
U.S. Department of Housing and Urban Development

Deborah Vincent recently joined the Department of Housing and Urban Development as
the General Deputy Assistant Secretary for Public and Indian Housing.  Previously, Ms.
Vincent served as the Executive Director of the Clearwater Housing Authority for 18
years.  Under her leadership, Clearwater received the designation of “High Performer”
and won national attention for a variety of innovative programs.

Ms. Vincent has served as President of both Leadership Pinellas and Leadership Tampa
Bay.  In addition, she has served as President of the Boys and Girls Clubs of the
Suncoast and was a Governor appointee to the Welfare Reform Board in Pinellas
County.  Ms. Vincent is a graduate of the University of Florida and has received
numerous awards such as the National Association of Community Leadership,
Distinguished Leadership Award, the Boys and Girls Clubs Medallion Award and the
Soroptimist International Women Honoring Women award.
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Jacqueline L. Johnson
Deputy Assistant Secretary for Native American Programs

U.S. Department of Housing and Urban Development

Ms. Johnson is presently serving as Deputy Assistant Secretary for Native American
Programs at the U.S. Department of Housing and Urban Development.  The Office of
Native American Programs (ONAP) administers programs throughout the United States
which provide affordable housing for Native Americans.

Prior to joining ONAP in February 1998, Ms. Johnson served as the Executive Director of
the Tlingit-Haida Regional Housing Authority which is headquartered in Juneau, Alaska.
She began her career at the housing authority as a research assistant, moving up
through progressively more responsible positions until she became the executive
director nine years ago.

Ms. Johnson has also served on a variety of national and regional boards.  On the
national level she was appointed by President Clinton to serve on the National
Community Development Financial Institution Fund Advisory Board, an advisory board
to the U.S. Department of the Treasury.  In 1991 she was appointed a member of the
National Commission on American Indian, Alaska Native, and native Hawaiian Housing
which was created by Congress with a mandate to assess impediments to safe, decent
and affordable housing for Native Americans and to evaluate strategies for the
development, management and modernization of housing for Native American families.
In 1994 she was elected Chairperson of the National American Indian Housing Council
by her fellow executive directors and tribal leaders.

At the regional level during the past nine years she has served continuously as either
the president or vice president of the Association of Alaska Housing Authorities.  Three
years ago she was appointed Vice President of the Alaska Housing Finance Corporation
by Governor Tony Knowles.

She attended Utah State University, Snow College in Utah and the University of Alaska
Southeast in Juneau, Alaska.

Jackie is a member of the Raven/Sockeye Clan of the Tlingit Tribe and until joining the
Department she served as Secretary of the Juneau Tlingit and Haida Community
Council.  Among her other activities prior to her move to Washington, D.C., she is
extremely proud of her service for the past thirteen years as Director of a Native Youth
Culture Camp held each summer where young people could experience and learn
traditional values.
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Jacquie M. Lawing
Deputy Chief of Staff for Programs and Policy

U.S. Department of Housing and Urban Development

Jacquie Lawing currently serves as the Deputy Chief of Staff for Programs and Policy
under Secretary Andrew Cuomo in the Department of Housing and Urban Development
(HUD).

Prior to her current position, Ms. Lawing was the Acting-Assistant Secretary and General
Deputy Assistant Secretary for Community Planning and Development (CPD) for eight
months.  She had responsibility for the administration of $7 billion dollars annually in
grant programs that help communities plan and finance their growth and development,
increase their capacity to govern, and provide shelter and services for homeless people.
She developed and articulated Departmental and Administration policy and interacted
with Congress, federal, state and local officials, advocacy groups, non-profit providers
and citizens throughout the country.  She managed a staff of over 800 highly skilled
career managers, employees and Schedule “C” staff in HUD’s Headquarters in
Washington, D.C. and its 41 field offices throughout the United States.

Prior to her appointment as Acting-Assistant Secretary and General Deputy, Ms. Lawing
served for four years as CPD’s Deputy Assistant Secretary for Economic Development,
under the Assistant Secretary Andrew Cuomo.  She had primary responsibility within the
Department for the administration of all homelessness programs.  She provided
leadership and direction to the Office of Special Needs Assistance Programs (SNAPs),
the office which administers the Stewart B. McKinney Act programs for assisting
homeless individuals and families.  She also assisted in the establishment of the Office
of HIV/AIDS, and was responsible for the Interagency Council on the Homeless (ICH), a
working group of the White House Domestic Policy Council.  She was a major
contributor in the development of Priority: Home! The Federal Plan to Break the Cycle
of Homelessness.  Under her direction, CPD awarded nearly $4 Billion in funding to
assist homeless persons and persons living with HIV/AIDS from 1993 through 1996 and
developed a new community based policy for addressing homelessness called
“Continuum of Care.”

Before coming to HUD, Ms. Lawing served on the 1992 Clinton/Gore Campaign as the
Issues Director for then-Vice Presidential Candidate Al Gore.  On the transition she
oversaw housing and urban policy.  Prior to joining the campaign staff, she worked for
then-Senator Gore as Senior Legislative Assistant for Housing, Homelessness, Economic
Development, Transportation and Agriculture.  She drafted and analyzed legislation and
represented the Senator’s office in various meetings and forums.

Ms. Lawing is a graduate of the University of Tennessee where she achieved the
highest honor given to an undergraduate, the Torchbearer Award.



ONAP COMMUNITY BUILDERS

Through HUD’s Community Builders Fellowship program, ONAP has
acquired ten experienced and creative individuals to serve as Specialists for
Native American Initiatives.  These individuals will work with American
Indian and Alaska Native communities to develop policies and programs that
apply the full range of federal services to specific tribal problems. In addition,
the ONAP Community Builders will assist tribes in the advancement of local
capacity for self-sufficiency and self-determination.  Information on each new
Community Builder is provided below:

ANCHORAGE, ALASKA

Steven L. Eggleston
Community Builder Fellow
HUD/ONAP
949 East 36th Avenue, Suite 401
Anchorage, AK 99508-4399
Phone: (907) 271-4689
Fax: (907) 271-4605
E-mail: Steve_Eggleston@hud.gov

Steve joins HUD’s Anchorage office bringing more than seven years’
experience in supervising the planning, financing, and development of
housing construction projects and adaptive reuse projects.  He served with
the Local Initiatives Support Corporation (LISC) in South Bend, Indiana
providing financial and technical support to community-based development
corporations to improve physical and economic conditions in South Bend
neighborhoods.  Prior to that, he was the coordinator for the Muncie Home
Ownership and Development Center, one of 25 charter local partnerships in
the United States recognized by HUD for providing affordable housing.

Mr. Eggleston is a past Vice President and Board Member of the Volunteer
Home Maintenance Program in Muncie, a nonprofit organization that assists
elderly and disabled homeowners and single mothers with general home
maintenance.  He is a past Secretary and Board Member of Cambridge
House, a residential center for at-risk adolescent girls.  Steve also has
provided volunteer assistance to Neighborhood Housing Services in South
Bend, a nonprofit organization that rehabilitates housing for resale.

Mr. Eggleston earned a Bachelor’s and Master’s degree in Political Science
from Ball State University.



CHICAGO, ILLINOIS

Melissa A. Robinson
Community Builder Fellow
HUD/ONAP
Metcalfe Federal Building
77 West Jackson Boulevard
Chicago, IL 60604-3507
Phone: (800) 735-3239
Fax: (312) 353-8936
E-mail: Melissa_Robinson@hud.gov

Prior to joining HUD’s Chicago, Illinois office, Melissa Robinson, a member of
the Omaha tribe and Chickahominy Indian tribe, was the Executive Director
of the Native Council on Economic Development Corporation in Walthill,
Nebraska, where she worked with federal, State, and tribal government
agencies to provide affordable homes for low-and moderate-income tribal
members.  She developed the Microloan program to provide Native
Americans with assistance in establishing small businesses and later became
the program’s Director.

Melissa has served on the Board of Directors of the Nebraska Justice Center,
Native American Youth Services, and The Mark of Honor Youth Lodge. She
has also served on several committees and was Chairperson of the Omaha
Tribe Higher Education Ad Hoc Committee.

Ms. Robinson earned a Bachelor’s degree in Business Administration from
Bellevue University.



DENVER, COLORADO

Ed Vaughan
Community Builder Fellow
HUD/ONAP
1999 Broadway, Suite 3390, Box 90
Denver, CO 80202
Phone: (303) 675-1600
Fax: (303) 675-1662
E-mail: Ed_Vaughan@hud.gov

Edward Vaughan joins HUD’s Denver office bringing 17 years of experience
in developing affordable housing programs for low-and moderate-income
families and elderly persons.  A HUD-Certified Comprehensive Housing
Counselor, he has specialized in the rehabilitation of substandard housing in
economically depressed neighborhoods and  has assisted low- and moderate-
income families with budget, credit, and home maintenance training
programs.  Mr. Vaughan has been instrumental in creating mortgage loan
programs in partnerships between city and State governments and local
lenders.  He has coordinated efforts to construct new houses once an area is
stabilized, leveraging construction financing with Community Development
Block Grants and HOME funds.  His most recent position was with The
Native Council on Economic and Community Development, where he was the
Project Manager providing technical assistance and construction
management of 24 single-family housing units on the Omaha Indian
reservation in Macy, Nebraska.

Mr. Vaughan is the recipient of numerous awards and certificates, and in
1992 was the Governor’s appointee to the Nebraska Interagency Council on
Homelessness.  He has pursued education in personal and commercial
Insurance at the University of Iowa, Credit Counseling at the University of
Maryland, and Business Administration at Creighton University.



OKLAHOMA CITY,  OKLAHOMA

John R. Johnston
Community Builder Fellow
HUD/ONAP
500 West Main Street, Suite 400
Oklahoma City, OK 73102
Phone: (405) 553-7515
Fax: (405) 553-7403
E-mail: John_Johnston@hud.gov

John Johnston joins HUD’s Oklahoma City office bringing almost ten years
of experience in the economic development of Native American communities.
Prior to joining HUD, he was an independent Consultant and Founder of
Capital Markets Group, providing venture capital funding and investment
banking services to a variety of businesses. John is also a former Managing
Director with Native American Ventures, Inc.  Prior to that, he served as a
Venture Capital Consultant and tribal liaison for Diablo Associates, Inc. of
California, facilitating joint investment partnerships between Indian tribes
and private companies.  He also served as Branch Chief of Customer Service
for the Department of Interior, Office of Special Trustee for American Indians
Office of Trust Funds Management, where he prepared investment plans for
tribal entities and educated tribal leaders in trust fund management options.
As the Executive Director of the Chickasaw Nation of Oklahoma Industrial
Development Commission, he negotiated over $11 million dollars in
investment banking packages for new business construction, creating new
jobs and revenues of more than $25 million per year.

Mr. Johnston has volunteered with the Native American Financial Officers
Association, the National Congress of American Indians, the National Indian
Business Association, and the National Association of Small Business
Investment Companies.  He was involved with the Intertribal Council
meetings of the Five Civilized Tribes of Oklahoma and has been a soccer, tee
ball, and basketball Coach.

John is an enrolled member of the Choctaw Nation of Oklahoma, and a
graduate of the National Venture Capital Association’s/National Association
of Small Business Investment Companies - Venture Capital Institute.



PHOENIX, ARIZONA

Joanna Donohoe
Community Builder Fellow
HUD/ONAP
Two Arizona Center
400 North Fifth Street, Suite 1650
Phoenix, AZ 85004-2361
Phone: (520) 810-3112
Fax: (520) 810-3113
E-mail: Joanna_Donohoe@hud.gov

Joanna Donohoe joins HUD’s Phoenix Office as a Native American Initiatives
Specialist and the on-site Project Manager for the One-Stop Mortgage Center
Initiative pilot at the Navajo Nation. She will be outstationed in Gallup, New
Mexico. She served for several years with the Office of the Comptroller of the
Currency (OCC), Department of the Treasury in Washington, DC.  Her most
recent position with the OCC was as an Attorney in the Legislative and
Regulatory Activities Division, where she coordinated OCC involvement in
interagency initiatives to foster economic development and the provision of
financial services on Native American lands.  She also served as a Special
Assistant to the Chief of Staff and a Congressional Liaison Specialist.  Before
joining OCC, she served as a Legislative Representative and State Liaison
for The Independent Bankers Association of America in Washington, DC.

Ms. Donohoe is the Founder and former President of the Women in Housing
and Finance Foundation, a nonprofit corporation which conducts educational
programs in housing and finance to benefit low-income residents of
Washington, DC.

Joanna earned a Bachelor’s degree in American Government from the
University of Virginia and a Juris Doctorate from The Catholic University of
America.



PINE RIDGE, SOUTH DAKOTA

Emma Iron Plume-Clifford
HUD/ONAP
PO Box 3001
Pine Ridge, SD 57770
Phone: (605) 867-1522
Fax: (605) 867-1555

Emma Iron Plume-Clifford brings to HUD’s Pine Ridge office a unique
understanding of the housing and economic development issues of Native
American reservations.  Ms. Iron Plume-Clifford is the former Tribal Council
Representative of the Wounded Knee District, Oglala Sioux Tribe in Pine
Ridge.  She also served as Vice Chairperson of the Economic Development
and Judiciary Committees.  During her term, she worked closely with State
rural development officials to provide housing to low-income residents of the
Pine Ridge reservation.

Ms. Iron Plume-Clifford has served as a fund-raiser for many educational,
civic, and church organizations that provide housing, goods, and services to
Native Americans.  She is involved with Youth Works, Inc., an organization
of youth groups volunteering to paint homes in the Wounded Knee District.
She has also served on several school and college boards on the Pine Ridge
reservation.

Ms. Iron Plume-Clifford earned a degree in General Studies from Oglala
Lakota College.



SEATTLE, WASHINGTON

Max C. Rice
Community Builder Fellow
HUD/ONAP
909 First Avenue, Suite 300
Seattle, WA 98104-1000
Phone: (206) 220-5273 Ext. 3662
Fax: (206) 220-5234
E-mail: Max_Rice@hud.gov

Max Rice joins the Community Builders in HUD’s Seattle office bringing 25
years of experience in HUD’s Federal Housing Authority programs.  He is a
former Multifamily Housing Representative for the Multifamily Quality
Assurance Office outstationed from Chicago, helping to develop guidelines for
streamlining the mortgage lending process under the Department’s fast track
multifamily housing program.  While serving as Single Family Housing
Program Advisor for HUD’s Seattle office from 1995 to 1997, he assisted a
task force, in conjunction with the Bureau of Indian Affairs, to increase
housing loans to Native Americans.  He has worked closely with tribal
housing authorities in developing the FHA program for mortgage lending on
Indian trust lands and authored a guide to assist banks and mortgage
companies in lending on Indian land.

Mr. Rice served for 13 years as a Board member of his church, during which
time he held several positions, including assistant treasure, mission
secretary, and Deacon.  He founded a benevolence committee to maintain a
food bank and provide voucher assistance for housing emergency situations.

Max earned a Bachelor’s degree in Urban Development from the University
of Washington-Seattle and a Master’s degree in Public Administration from
the University of Puget Sound.



WASHINGTON, DC

James B. Floyd
Community Builder Fellow
HUD/ONAP
451 7th St., SW, Room 4126
Washington, DC 20410
Phone: (202) 401-7914
Fax: (202) 401-7909
E-mail: James_B._Floyd@hud.gov

James B. Floyd joins HUD’s Washington, DC office after having served as
Volunteer Program Manager with the Oregon Department of Human
Resources, where he managed volunteers and created sustainable
partnerships with national, State, and local organizations.  Prior to that, he
worked directly with over 30 Native American tribes and tribal organizations
in the preparation of comprehensive economic, community development, and
self-sufficiency plans.  As the Senior Economist with Marshall Kaplan, Gans,
and Kahn (MKGK) of San Francisco, Mr. Floyd was Assistant Project
Director for the development of a Small Cities Urban Development Action
Grant and Community Development Block Grant program manual for HUD.
He also co-authored the “Economic Development Training Manual for Indian
Tribes,” the “Utilizing Private Sector Involvement in Indian Economic
Development Projects” manual, and conducted workshops through the
country for training of tribal officials and staff.  Subsequent to the training,
Mr. Floyd provided technical assistance to 20 tribal organizations that
obtained four million dollars in public funding which leveraged over $60
million in private financing for tribal/private partnerships.

Mr. Floyd’s volunteer activities have focused on the promotion of
collaborative “public deliberation.”  James has served as a Local Faculty
member for the Pacific Northwest Public Policy Institute in Portland, Oregon
and the Public Policy Institute at the University of California at Davis; as a
National Faculty member for the National Issues Forum Public Policy
Workshops of the Kettering Foundation in Dayton, Ohio; and as a National
Trainer for Environmental Issues Forums sponsored by the North American
Association for Environmental Education.  James also served as a 1997-1998
Fellow in the Education Policy Leadership Program of the Institute for
Educational Leadership (IEL) in Washington, DC.  Mr. Floyd earned a
Bachelor’s degree in Psychology and Economics from Oklahoma City
University, a Master’s degree in Urban Economics from the University of
Missouri-St. Louis, and is a doctoral candidate in Urban Studies and
Planning (Policy Analysis) at Portland State University.



WASHINGTON, DC

Stephanie J. Helfrich
Community Builder Fellow
HUD/ONAP
451 7th St., SW, Room 4126
Washington, DC 20410
Phone: (202) 401-7914
Fax: (202) 401-7909
E-mail: Stephanie_Helfrich@hud.gov

Stephanie Helfrich joins HUD’s Washington, DC office as a Specialist for the
Pine Ridge Initiative after having served as Legislative Assistant to Senator
Johnson of South Dakota.  While in the Senator’s office she was responsible
for drafting legislation to ensure equal access to Low Income Housing Tax
Credits at the State level, and was heavily involved in legislation to improve
the condition of Bureau of Indian Affairs school facilities.  She also worked
with law enforcement officials in South Dakota to develop juvenile crime
prevention strategies.

Ms. Helfrich has served as a volunteer Tutor for third graders at the
Ketcham School in Washington, DC, and is currently a Reading Partner in
the Everybody Wins reading program in Washington.  As part of the Women
in Science program of the National Oceanic and Atmospheric Administration,
she has given presentations for sixth-grade girls on opportunities for women
in science and public policy.  Ms. Helfrich is a Board Member of the Smith
College Club of Washington and volunteers with Habitat for Humanity.

Ms. Helfrich received a Bachelor’s degree in Biological science from Smith
College.



WASHINGTON, DC

Kathleen Scullion
Community Builder Fellow
HUD/ONAP
451 7th St., SW, Room 4126
Washington, DC 20410
Phone: (202) 401-7914
Fax: (202) 401-7909
E-mail: Kathleen_Scullion@hud.gov

Before joining HUD’s Washington, DC office as a Specialist for the Pine
Ridge Initiative, Ms. Scullion was the Volunteer Programs Specialist for
Independence Blue Cross, where she was responsible for building
relationships between the company and the community in Philadelphia.  She
is the former Assistant Director of development and lifeline Program
Manager for the American Red Cross, where she organized community
support for local, national, and international disasters.  From 1986 to 1995
she worked in the arts, writing for theater companies and for the CBS drama
“Chicago Hope.”  As a member of the American Women’s Development
corporation, she developed business plans and rehabilitated housing for
single mothers.  Prior to that, Ms. Scullion was the Program Director of an
arts and education  program for seniors in Philadelphia.  While at Columbia
University, she served as the Director of Development for the Graduate
School of Architecture and was responsible for doubling the alumni fund.

Ms. Scullion was selected as an Associate Fellow for the Institute on Aging at
the University of Pennsylvania and became a Board Member of the
International Arts-Medicine Association.  Over the past 10 years, she has
volunteered for Habitat for Humanity, helped feed and clothe the homeless,
and assisted the homebound elderly in her community.

Ms. Scullion earned a Bachelor’s degree summa cum laude from Mount St.
Mary’s College and a Master’s degree in Fine Arts Administration from
Columbia University.



Shared Visions: The Native American Homeownership, Legal
and Economic Development Summit I, Sponsored by HUD

1

Chicago, Illinois
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PARTICIPANT LIST

Sandi Abadinsky
Public Affairs
U.S. Department of Housing
and Urban Development
451 7th Street, SW
Washington, DC  20041
Phone: (202) 708-0685

Jody Abe
Board of Commissioners
Te Moak Housing Authority
504 Sunset Street
Elko, NV  89801
Phone: (775) 738-9238
Fax: (775) 738-2436

Richard L. Ackley
Oneida Planning Department
Oneida Tribe of Wisconsin
P.O. Box 365
Oneida, WI  54155
Phone: (920) 869-4573
Fax: (920) 869-1610
E-Mail: rackley@oneidanation.org

Jason Adams
Housing Resource Manager
Salish and Kootenai Housing Authority
P.O. Box 38
Pablo, MT  59855
Phone: (406) 675-4491
Fax: (406) 675-4495
E-Mail: jasona@roman.net

Randall Akers
Associate Field Counsel
Southwest Office of Native
American Programs
U.S. Department of Housing
and Urban Development
400 North 5th Street, Suite 1650
Phoenix, AZ  85004-2361
Phone: (602) 379-4168
Fax: (602) 379-3101

Nerissa Alexis
Consultant
Price Waterhouse Coopers, LLP
1804 North Quinn Street, No. 107
Arlington, VA  22209

Leona Allen
Director of Direct Housing
Housing Authority of the Cherokee Nation
P.O. Box 1007
Tahlequah, OK  74465
Phone: (918) 456-5482
Fax: (918) 458-5018

Tara L. Allgood
In House Attorney
Coeur D’Alene Tribe
P.O. Box 408
Plummer, ID  83851
Phone: (208) 686-0400
Fax: (208) 686-8813

Ruby Altaha
BOC Secretary/Treasurer
White Mountain Apache Housing Authority
P.O. Box 1270
Whiteriver, AZ  85941
Phone: (520) 338-4831
Fax: (520) 338-4835

George Anderson
Executive Vice President
GNMA
U.S. Department of Housing
and Urban Development
451 Seventh Street, SW
Washington, DC  20410
Phone: (202) 708-0926
Fax: (202) 708-0490
E-Mail: george_s._anderson@hud.gov
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Harvey Anderson
Commissioner
Quinault Housing Authority
P.O. Box 160
Taholah, WA  98587
Phone: (360) 276-4320

Gene Andreas
Board of Director
Salt River Community Housing Division
10005 East Osborn Road
Scottsdale, AZ  85256
Phone: (602) 850-8980
Fax: (602) 850-8997

Teresa L. Anseth
Housing Manager
North Pacific Rim Housing Authority
8300 King Street
Anchorage, AK  99518-3066
Phone: (907) 562-1444
Fax: (907) 562-1445
E-Mail: teresa@nprha.com

Mary J. Antonuk
Community Development Manager
USDA/Rural Development
4785 Highway 47
Rhinelander, WI  54501
Phone: (715) 362-5941  x4

Sandra Appeney
Resident Service Manager
Shoshone - Bannock Tribes
Fort Hall Housing Authority
161 Wardance Circle
Pocatello, ID  83202
Phone: (208) 237-1174
Fax: (208) 237-0455
E-Mail: sappeney@ida.net

Lee A. Applegate
Wagenlander and Associates, LLC
1700 Broadway, Suite 1202
Denver, CO  80290
Phone: (303) 832-6511
Fax: (303) 830-2246

Rita A. Archambeau
Tax Credit Specialist
Yankton Sioux Housing Authority
P.O. Box 426
410 South Main Street
Wagner, SD  57380
Phone: (605) 384-3171
Fax: (605) 384-5907

Kimberly A. Arkin
Research Associate
National American Indian Housing Council
900 Second Street, NE
No. 305
Washington, DC  20002
Phone: (202) 789-1754
Fax: (202) 789-1758
E-Mail: karkin@naihc.net

Tony Arroyos
Executive Director
Northern Pueblo Housing Authority
P.O. Drawer 6640
Santa Fe, NM  87502-6640
Phone: (505) 989-8116
Fax: (505) 989-7850

Cheryl Arthur
Executive Director
Eastern Shoshone Housing
P.O. Box 1250
Fort Washakie, WY  82514
Phone: (307) 332-5832
Fax: (307) 332-2074

Pamela D. Arviso
Housing Director
Pala Band of Mission Indians
P.O. Box 50
Pala, CA  92059
Phone: (760) 742-3891
Fax: (760) 742-3082

Irene E. Auginaush-Turney
Tribal Official
White Earth Reservation
P.O. Box 418
White Earth, MN  56591
Phone: (218) 983-3285
Fax: (218) 983-3641
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Martin Avery
General Counsel
Navajo Housing Authority
P.O. Box 4980
Window Rock, AZ  86515
Phone: (520) 871-2607
Fax: (520) 871-2604

Deborah Bailey
Director of Technical Assistance
Housing Authority of the Cherokee Nation
P.O. Box 1007
Tahlequah, OK  74465
Phone: (918) 456-5482
Fax: (918) 458-5018

Andy J. Barlo
Eastern/Woodlands Office
of Native American Programs
U.S. Department of Housing
and Urban Development
77 West Jackson Boulevard
Chicago, IL  60604
Phone: (312) 886-4532

Jane L. Barrett
Executive Director
Red Lake Reservation Housing Authority
P.O. Box 219
Red Lake, MN  56671
Phone: (218) 679-3368
Fax: (218) 679-2264
E-Mail: roxy@paulbunyan.net

Robert G. Barth
Senior Tribal Programs Specialist
Office of Native American Programs
U.S. Department Of Housing
and Urban Development
450 Golden Gate Avenue
P.O. Box 36003
San Francisco, CA  94102
Phone: (415) 436-8122
Fax: (415) 836-8208

Anthony M. Baugh
Finance and Budget Specialist
Eastern/Woodlands Office
of Native American Programs
U.S. Department of Housing
and Urban Development
77 West Jackson
Chicago, IL  60604
Phone: (312) 353-6236
Fax: (312) 353-8936

Katherine M. Beadle
Housing Director
Fond da Lac Reservation
932 Trettel Lane
Cloquet, MN  55720
Phone: (218) 879-0351
Fax: (218) 878-0101

Paul J. Beans
Housing Manager
Asa’carsarmint Tribal Council
P.O. Box 32249
Mountain Village, AK  99632
Phone: (907) 591-2814
Fax: (907) 591-2811

Richard Begay, Jr.
Council Delegate
Navajo Nation Council
P.O. Box 3390
Window Rock, AZ  86515
Phone: (520) 871-7252
Fax: (520) 872-7255

Rena Bell
Eastern/Woodlands Office
of Native American Programs
U.S. Department of Housing
and Urban Development
77 West Jackson Boulevard, Room 2400
Ralph H. Metcalfe Federal Building
Chicago, IL  60604-3507
Phone: (800) 735-3239
Fax: (312) 353-8936

Zachary Belvin
Choctaw Housing Authority
P.O. Box G
Hugo, OK  74743
Phone: (580) 326-7521
Fax: (580) 326-7641

Gladys Bencomo
Collections Officer
White Mountain Apache Housing Authority
P.O. Box 1270
Whiteriver, AZ  85941
Phone: (520) 338-4831
Fax: (520) 338-4835
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George E. Bennett
Chairman
Grand Traverse Band of Ottawa
and Chippewa Indians
2605 NW Bayshore Drive
Suttons Bay, MI  49682
Phone: (616) 271-7128
Fax: (616) 271-3727

Curtis G. Berkey
Alexander and Karshmer
2150 Shattuck Avenue, Suite 725
Berkeley, CA  94704
Phone: (510) 841-5056
Fax: (510) 841-6167

Kathleen Bialas
Attorney/Advisor
Office of the General Counsel
U.S. Department of Housing
and Urban Development
451 7th Street, SW, Room 8158
Washington, DC  20410
Phone: (202) 708-2027  5276
Fax: (202) 401-2115

Howard I. Bichler
General Counsel
Saint Croix Tribal Council
P.O. Box 287
Hertel, WI  54845
Phone: (715) 349-2195
Fax: (715) 349-2975

Lori Bierman
Grants Writer
Stockbridge-Munsee
N8618 Oak Street
Bowler, WI  54416
Phone: (715) 793-4219

Tim Billy
Housing Officer
Hopland Band of Indians
P.O. Box 610
Hopland, CA  95449
Phone: (707) 744-1647
Fax: (707) 744-1506

Sydney Bird
Housing Authority Board Member
Housing Authority of the Village of Winnebago
P.O. Box 669
Winnebago, NE  68071
Phone: (402) 878-2241
Fax: (402) 878-2240
E-Mail: havw@huntel.net

Carol W. Bitsoie
Navajo Indian Tribe
P.O. Box 3390
Window Rock, AZ  86515
Phone: (520) 871-6380
Fax: (520) 871-7259

Elmer L. Blackbird
Chairman
Omaha Tribe of Nebraska
P.O. Box 368
Macy, NE  68039
Phone: (402) 837-5391
Fax: (402) 837-5308

Frank G. BlackCloud
Executive Director
Sac and Fox Housing Authority
301 Meskwaki Road
Tama, IA  52339
Phone: (515) 484-6106
Fax: (515) 484-5424

Wade Blackdeer
District II Legislator
Ho-Chunk Nation
P.O. Box 667
Black River Falls, WI  54615
Phone: (715) 284-9343
Fax: (715) 284-3172

David W. Bland
Consultant
Red Lake Reservation Housing Authority
P.O. Box 219
Highway 1 East
Red Lake, MN  56671
Phone: (218) 679-3368
Fax: (218) 679-2264
E-Mail: davidb@travois.com



Shared Visions: The Native American Homeownership, Legal
and Economic Development Summit I, Sponsored by HUD

5

Sharon M. Blevins
Community Affairs Coordinator
Federal Reserve Bank of Kansas City
925 Grand Boulevard
Kansas City, MO  64198-2898
Phone: (816) 881-2867
Fax: (816) 881-2135
E-Mail: sharon.m.blevins@kc.frb.org

Carson T. Blue
Secretary/Treasurer
Catawba Indian Nation
P.O. Box 12158
Catawba, SC  29730
Phone: (803) 366-3104

Frank Bob
Board Commissioner
Lummi Nation
2828 Kwina Road
Bellingham, WA  98226
Phone: (360) 384-1489
Fax: (360) 384-2354

Brenda Bogacz
Tribal Council Member
Board of Commissioners
Northern Ponca Housing Authority
P.O. Box 2486
Norfolk, NE  68702
Phone: (402) 379-8224
Fax: (402) 379-8557
E-Mail: npha@conpoint.com

Delton J. Bonds
President
Inter-Steel Structures, Inc.
P.O. Box 5025
Bellevue, WA  98009
Phone: (425) 401-0144
Fax: (425) 401-0195
E-Mail: del@inter-steel.com

Elisa A. Boone
Vice President
Wells Fargo Bank
455 Market Street, 3rd Floor
San Francisco, CA  94163
Phone: (415) 396-8238
Fax: (415) 975-6260
E-Mail: eboone@wellsfargo.com

Richard Borgstrom
Architect
Red Lake Housing Authority
P.O. Box 219
Highway 1 East
Red Lake, MN  56671
Phone: (218) 679-3368

April L. Borton
Executive Director
Saginaw Chippewa Housing
2451 Nish Na Be Anong
Mount Pleasant, MI  48858
Phone: (517) 775-4581
Fax: (517) 775-4580

Brenda M. Bouthot
Housing Manager
Kodiak Island Housing Authority
3137 Mill Bay
Kodiak, AK  99615
Phone: (907) 486-8111
Fax: (907) 486-4432
E-Mail: kina@ptialaska.net

Jim Bowman
Commissioner
Qualla Housing Authority
P.O. Box 1749
Cherokee, NC  28719
Phone: (828) 497-9161
Fax: (828) 497-3070

Ken Bowring
Administrator
Northwest Office of Native
American Programs
U.S. Department of Housing
and Urban Development
909 First Avenue, Suite 300
Seattle, WA  98104-1000
Phone: (206) 220-5270
Fax: (206) 220-5234

Cindy F. Boyd
Housing Services Officer
Colville Indian Housing Authority
P.O. Box 528
Nespelem, WA  99155
Phone: (509) 634-4767
Fax: (509) 634-8107
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Michael E. Boyd
Director
Northern Plains Office
of Native American Programs
U.S. Department of Housing
and Urban Development
633 17th Street
Denver, CO  80202
Phone: (303) 672-5465
Fax: (303) 672-5003
E-Mail: michael_e._boyd@hud.gov

Carolyn Boyles
Section Head
Division of Housing
Chickasaw Nation
P.O. Box 788
Ada, OK  74821-0788
Phone: (580) 421-8800
Fax: (580) 421-8878

Paula Brady
Executive Director
Te-Moak Housing Authority
504 Sunset Street
Elko, NV  89801
Phone: (775) 738-9238
Fax: (775) 738-2436

Vickie Bratton
Administrative Assistant
Housing Authority of Osage Tribe
P.O. Box 517
Hominy, OK  74035
Phone: (918) 885-6575
Fax: (918) 885-2405

Virginia Bringsyellow
Treasurer
Quinault Indian Nation
P.O. Box 189
Taholah, WA  98587
Phone: (360) 276-8211
Fax: (360) 276-4191

Laura L. Brisbois
Collections Officer
Spokane Indian Housing Authority
P.O. Box 195
Wellpinit, WA  99040-0195
Phone: (509) 258-4523
Fax: (509) 258-7188

Mark M. Brodziski
Director
Business and Community Programs
USDA/Rural Development
4949 Kirschling Court
Stevens Point, WI  54481
Phone: (715) 345-7610
Fax: (715) 345-7616
E-Mail: mbrodzis@rurdev.usda.gov

Bill Brooks
Tribal Attorney
Little River Band
P.O. Box 314
Manestee, MI  49660
Phone: (616) 723-8288
Fax: (616) 723-8020

Arnold Brower, Jr.
Executive Director
c/o Tagiugmiullu Nunamiullu
Housing Authority
Inupiat Community of Arctic Slope
P.O. Box 409
Barrow, AK  99723
Phone: (907) 852-0290
Fax: (907) 852-0373

David E. Brown
Lt. Governor
The Chickasaw Nation
P.O. Box 1548
ADA, OK  74820
Phone: (580) 436-7271
Fax: (580) 436-7209

Elizabeth Brown
Attorney
Andrews Davis Law Firm
500 West Main Street
Oklahoma City, OK  73102
Phone: (405) 272-9241
Fax: (405) 235-8786

Jay Brown
U.S. Deparment of Housing
and Urban Development
Ginne Mae
1150 18th Street, Suite 500
Washington, DC  20036
Phone: (202) 327-7315
Fax: (202) 833-2019
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Kate M. Brown
University of Illinois
1 East Saint Mary’s Road
Champaign, IL  61820
Phone: (217) 244-6769

Lee Brown, Jr.
Chairman
Ho-Chunk Housing Authority
P.O. Box 730
Tomah, WI  54660
Phone: (608) 374-1245
Fax: (608) 374-1251

Patricia Brown
Commissioner
Qualla Housing Authority
P.O. Box 1749
Cherokee, NC  28719
Phone: (828) 497-9161
Fax: (828) 497-3070

Priscilla Brown
Executive Events Coordinator
Mashantucket Pequot Tribal Nation
1 Bayberry Court
Mystic, CT  06355
Phone: (860) 572-9767

Michele Y. Browning
Vice President
Pueblo of Pojoaque
Pojoaque Housing Corporation
P.O. Box 3612
Pojoaque Station
Santa Fe, NM  87501
Phone: (505) 455-2278
Fax: (505) 455-2950

Sandra Buchanan
Sokaogon Chippewa Community
Rural Route 1, Box 625
Crandon, WI  54520
Phone: (715) 478-7511
Fax: (715) 478-7618

Morris R. Bullock
Tribal Council Chairman
Alabama Coushatta Tribe of Texas
Routhe 3, Box No. 640
Livingston, TX  77351
Phone: (409) 563-4391
Fax: (409) 563-5208

Nelda A. Bullock
Housing Director
Alabama Coushatta Tribe of Texas
Route 3, Box No. 640
Livingston, TX  77351
Phone: (409) 563-4391
Fax: (409) 563-5208

Jennifer A. Bullough
Housing Program Specialist
Office of Native American Programs
U.S. Department of Housing
and Urban Development
451 7th Street, SW
Washington, DC  20410
Phone: (202) 401-7914
Fax: (202) 401-7909

Art Bunce
Attorney
Law Offices of Art Bunce
430 North Cedar Street, Suite H
P.O. Box 1416
Escondido, CA  92033
Phone: (619) 489-0329
Fax: (619) 489-1671

Sharon Burgess
Counselor
Seminole Nation Housing
P.O. Box 1493
Wewoka, OK  74884
Phone: (405) 257-6604
Fax: (405) 257-3961
E-Mail: sem-nathousing@renet.com

Phil Bush
Executive Director
Modac Lass I.H.A.
P.O. Box 2028
Susanville, CA  96130
Phone: (530) 257-5141
Fax: (530) 257-8974

Monica Butler
Saint Croix Chippewa Housing Authority
P.O. Box 347
Hertel, WI  54876
Phone: (715) 349-2727
Fax: (715) 349-5105
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Sherry Byers
Home Buyer Director
Citizen Potawatomi Nation Housing Authority
1601 South Gordon Cooper Drive
Shawdee, OK  74801
Phone: (405) 275-3121
Fax: (405) 275-0198

Jacqui-Marie Cadotte
L.CO Housing Authority
8198 North Black Bear Lane
Hayward, WI  54843
Phone: (715) 634-2300

William Cadotte
Executive Director
LCO Housing Authority
13416 West Trepania Road
Hayward, WI  54843
Phone: (715) 634-2147
Fax: (715) 634-5692

Karen D. Caesar-Smith
Affordable Housing Business Manager
Fannie Mae
One South Wacker Drive, Suite 1300
Chicago, IL  60606
Phone: (312) 368-6310
Fax: (312) 368-6064
E-Mail: karen_d_caesar-
smith@fanniemae.com

Shirley M. Cain
Attorney
Mille Lacs Housing Authority
HCR 67, Box 194
Onamia, MN  56569
Phone: (218) 586-3785
Fax: (218) 586-3715

Toni Caldwell
Loan Coordinator
Menominee Tribal Housing Department
P.O. Box 459
Keshena, WI  54135
Phone: (715) 799-3236
Fax: (715) 799-4306
E-Mail: tcaldwel@mail.wiscnet.net

Bedelia Calhoun
Community Affairs Specialist
Federal Reserve Board
20th and C Streets, NW
Washington, DC  20551
Phone: (202) 452-3378
Fax: (202) 785-6032
E-Mail: calhounb@frb.gov

Cathy Callen
Executive Director
Comanche Nation Housing Authority
P.O. Box 1671
Lawton, OK  73502
Phone: (580) 357-4956
Fax: (580) 357-1103
E-Mail: cnha@sonetcom.com

Evelyn Calvert
Vice-Chairman
Ohkay Owingeh Housing Authority
P.O. Box 1059
San Juan Pueblo, NM  87566
Phone: (505) 852-0189
Fax: (505) 852-9081

Brad Campbell
Executive Director
Iowa Tribe Housing Authority
P.O. Box 68
White Cloud, KS  66094
Phone: (785) 595-3380
Fax: (785) 595-6666
E-Mail: iolaha@midusa.net

Larry Campeau
Vice Chairperson/Housing Commission
Little River Band
P.O. Box 314
Manistee, MI  49660
Phone: (616) 723-8288
Fax: (616) 723-8820

Ayse Can
Senior Director
Program Development
Fannie Mae Foundation
4000 Wisconsin Avenue, NW
Washington, DC  20016
Phone: (202) 274-8000
Fax: (202) 274-8111
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Paul Caouette
Community Builder
U.S. Department of Housing
and Urban Development
633 17th Street
Denver, CO  80202-3607
Phone: (303) 672-5440
Fax: (303) 672-5004
E-Mail: paul_a._caouette@hud.gov

Harry L. Carey
Assistant General Counsel
for Fair Housing Enforcement
Office of the General Counsel
U.S. Department of Housing
and Urban Development
451 7th Street, SW
Washington, DC  20410
Phone:
Fax: (202) 708-2537
E-Mail: harry_l._carey@hud.gov

Peter N. Carey
Executive Director
Self-Help Enterprises
8445 West Elowin Court
P.O. Box 351
Visalia, CA  93291
Phone: (559) 651-1000
Fax: (559) 651-3634

Chester Carl
President
National American Indian Housing Council
P.O. Box 4980
Window Rock, AZ  86515
Phone: (520) 871-2600
Fax: (520) 871-2604

Robert B. Carlile
Executive Director
Citizen Potawatomi Nation Housing Authority
1601 South Gordon Cooper Drive
Shawnee, OK  74801
Phone: (405) 275-3121
Fax: (405) 275-0198

William D. Carlo, III
Housing Director
Tanana Tribal Council
P.O. Box 130
Tanana, AK  99777
Phone: (907) 366-7160
Fax: (907) 366-7195

Marilyn E. Carlson
Vice President
Ginnie Mae
U.S. Department of Housing
and Urban Development
451 7th Street, SW
Room 6226
Washington, DC  20410
Phone: (202) 708-2772
Fax: (202) 401-8843
E-Mail: marilyn_e_carlson@hud.gov

Beth W. Castro
Vice President-Washington Mutual
CRA Programs
1201 Third Avenue-SAS1510
Seattle, WA  98101
Phone: (206) 554-2700
Fax: (206) 490-1754

Johnny J. Cata
Director
Albuquerque Southwest Office
of Native American Programs
U.S. Department of Housing
and Urban Development
201 Third Street, NW, Suite 1830
Albuquerque, NM  87102
Phone: (505) 346-6923
Fax: (505) 346-6927

Dennis Celestine
Board Member
Economic Development
Nooksack Indian Tribe
P.O. Box 157-5048
Mount Baker Highway
Deming, WA  98244
Phone: (360) 592-5176
Fax: (360) 592-5721

Scott Chambers
Programs and Initiatives Specialist
Norwest Mortgage, Inc.
1 Home Campus, MS 122423
Des Moines, IA  50328
Phone: (515) 221-5907
Fax: (515) 221-5809

Blake Chambliss
Housing Specialist
Rural Community Assistance Corporation
Washington, DC
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Wendy G. Charlie
Housing Director
Upper Skagit Indian Tribe
25948 Community Plaza
Sedro Woolley, WA  98284
Phone: (360) 856-2900
Fax: (360) 856-3170

Josie Chavez
Tohono O’Odham KI: KI Association
P.O. Box 776
Sells, AZ  85634
Phone: (520) 383-2202
Fax: (520) 383-2259

Minerva J. Chavez
Assistant Director
Santo Domingo Tribal Housing Authority
P.O. Box 10
Santo Domingo, NM  87052
Phone: (505) 465-1003
Fax: (505) 465-1012
E-Mail: sdtha@ix.netcom.com

Timothy J. Chavez
Secretary
Board of Commission
Pueblo of Acoma Housing Authority
P.O. Box 620
Pueblo of Acoma, NM  87034
Phone: (505) 552-6118
Fax: (505) 552-0542
E-Mail: tjchavez20@aol.com

Velma Chavez
Occupancy Specialist
Eastern Shoshone Housing
P.O. Box 1250
Fort Washakie, WY  82514
Phone: (307) 332-5832
Fax: (307) 332-2074

Robert M. Cheadle
Administrator
Division of Housing
Chickasaw Nation
P.O. Box 788
Ada, OK  74821-0788
Phone: (580) 421-8848
Fax: (580) 421-8879

Denise A. Chee, Esq.
Chee Law Offices, P.C.
P.O. Box 904
Isleta Pueblo, NM  87022
Phone: (505) 869-9213
Fax: (505) 869-9228
E-Mail: dchee@prodigy.net

Freida Chee-Claw
Secretary
Navajo Housing Authority
P.O. Box 4980
Window Rock, AZ  86515
Phone: (520) 871-2600
Fax: (520) 871-2604

Gerald V. Chingwa
Housing Director
Little Traverse Bay Bands of Odawa Indians
P.O. Box 246
Petoskey, MI  49770
Phone: (616) 439-3849
Fax: (616) 439-5370
E-Mail: odawaonc@freeway.net

Michael L. Chiropolos
Attorney
Fredericks, Pelcyger and Hester
1075 South Boulder Road
Suite 305
Louiseville, CO  80027
Phone: (303) 673-9600
Fax: (303) 673-9839
E-Mail: mlc@fphw.com

Matt J. Christner
Development Coordinator
Baranof Island Housing Authority
P.O. Box 517
Sitka, AK  99835
Phone: (907) 747-5088
Fax: (907) 747-5701
E-Mail: mcbiha@yahoo.com

Greg Ciullo
Sales Vice President
PNC Mortgage
333 East Butterfield Road, Suite 400
Lum Garo, IL  60148
Phone: (630) 241-8919
Fax: (630) 960-1309
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Rodney Roadrunner Clarke
Executive Director
Klamath
310 South 5th Street
Klamath Falls, OR  97601
Phone: (541) 882-7248

Raine K. Claymore
Executive Assistant
Sicangu Enterprise Center
P.O. Box 205
Mission, SD  57555
Phone: (605) 856-2955
Fax: (605) 836-4671

Pinky Iron Plume Clifford
U.S. Department of Housing
and Urban Development
Pine Ridge, SD  57770
Phone: (605) 867-5184

Honey Collins
Administrative Assistant
Mashantucket Pequot Tribal Nation
2 Matts Path
P.O. Box 3060
Mashantucket, CT  06339-3060
Phone: (860) 396-6382
Fax: (860) 396-6293

Julien G. Colvin
Acquisitions Director
The Enterprise Social Investment Corporation
10227 Wincopin Circle, Suite 810
Columbia, MD  21044
Phone: (410) 772-2642
Fax: (410) 772-2633

Raymond J. Concho, Jr.
Executive Director
Pueblo of Acoma Housing Authority
P.O. Box 620
Pueblo of Acoma, NM  87034
Phone: (505) 552-6118
Fax: (505) 552-0542

Curtis Cook
Associate State Director
American Association of Retired Persons
302 North 1st Avenue, Suite 410
Phoenix, AZ  85003
Phone: (602) 256-2277
Fax: (602) 256-2928

Lorenzo F. Coriz
Board of Commissioner
Santo Domingo Tribal Housing Auhority
P.O. Box 10
Santo Domingo, NM  87052
Phone: (505) 465-1003
Fax: (505) 465-0631

Angela C. Cotton
Financial Specialist
Eastern/Woodlands Office
of Native American Programs
U.S. Department of Housing
and Urban Development
77 West Jackson Boulevard
Chicago, IL  60604
Phone: (800) 735-3239
Fax: (312) 353-8936
E-Mail: angela_c_@hud.gov

Sylvia Covevarra Salazar
Assistant Tribal Administrator
Kickapoo Tribe
HC 1 Box 9700
Eagle Pass, TX  78852
Phone: (830) 757-8044
Fax: (830) 757-4391

Mariddie Craig
BOC Chairman
White Mountain Apache Housing Authority
P.O. Box 1270
Whiteriver, AZ  85941
Phone: (520) 338-4831
Fax: (520) 338-4835

James Crandell
Council Member
Hopland Band of Pomo Indians
P.O. Box 610
Hopland, CA  95449
Phone: (707) 744-1647
Fax: (707) 744-1506

Rod Crawley
Claims Operations Officer
AMERIND Risk Management Corporation
2201 San Pedro NE, No. 220
Albuquerque, NM  87121
Phone: (505) 837-2290
Fax: (505) 837-2053
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Scott Crowell
Director
Suquamish Housing Program
P.O. Box. 498
Suquamish, WA  98392
Phone: (360) 598-3311
Fax: (360) 598-6295
E-Mail: dcd@suquamish.nsn.us

Melvin Cummings
Board Member
Non-Profit Shared Visions
Oglala Sioux Lakota Housing
P.O. Box C - E. Highway 18
Pine Ridge, SD  57770
Phone: (605) 867-5161
Fax: (605) 867-1095

Janice M. Cummins
U.S. Department of Housing
and Urban Development
1999 Broadway
Denver, CO  80202
Phone: (303) 675-1600
Fax: (303) 675-1671

Andrew M. Cuomo
Secretary
U.S. Department of Housing
and Urban Development
451 7th Street, SW
Washington, DC  20410

LaDonna S. Daingkau
Executive Director
Western Delaware Indian Housing Authority
P.O. Box 825
Anadarko, OK  73005
Phone: (405) 247-2448
Fax: (405) 247-9393
E-Mail: lsd@westerndelaware.nsn.us

David Danz
Planner
Bois Forte Reservation Tribal Council
P.O. Box 16
Nett Lake, MN  55772
Phone: (218) 757-3261
Fax: (218) 757-3312

Rocki Davis
Salish and Kootenai Housing Authority
P.O. Box 38
Pablo, MT  59855
Phone: (406) 675-4491
Fax: (406) 675-4495

Ronny D. Davis
Hoopa Valley Indian Housing Authority
P.O. Box 1285
Hoopa, CA  95546
Phone: (530) 625-4759
Fax: (530) 625-4745

Joanne F. Decicio
Housing Manager
Squaxin Island Tribe
70 SE Squaxin Lane
Shelton, WA  98584
Phone: (360) 426-9781
Fax: (360) 426-6577
E-Mail: jdecicio@squaxin.nsn.us

Christine Deerinwater
Housing Planning and Grants
Kiowa Tribal Housing Programs
1302 East Central
Warrior Valley Plaza
Anadarko, OK  73005
Phone: (405) 247-3464
Fax: (405) 247-3985
E-Mail: cdeerinwater@tanet.net

David Dehnert
Acting Director
Coyote Valley Tribal Housing Department
581 Sierra Meadow Drive
Sierra Madre, CA  91024
Phone: (626) 836-8655
Fax: (626) 355-3264
E-Mail: ddehnert@earthlink.net

Sheila DeLapp
Community Service and Planning Manager
Tlingit-Haida Regional Housing Authority
P.O. Box 32237
Juneau, AK  99803
Phone: (907) 780-6868
Fax: (907) 780-6895
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Jane M. DeMarines
Director
Communications, Research and Development
National American Indian Housing Council
900 Second Street, NE
Washington, DC  20002
Phone: (202) 789-1754
Fax: (202) 789-1758
E-Mail: jdemarines@naihc.net

Jerry Demas
North Pacific Rim Housing Authority
8300 King Street
Anchorage, AK  99518
Phone: (907) 562-1444

Genni Denetsone
Area Realty Officer
Bureau of Indian Affairs, Navajo Area Office
U.S. Department  of the Interior
P.O. Box 1060
Gallup, NM  87305
Phone: (520) 871-5936
Fax: (520) 871-5943

James Dennis
Navajo Housing Authority
P.O. Box 1579
Fort Defiance, AZ  86504
Phone: (520) 729-6374
Fax: (520) 729-6391

Mona Desjarlait
Commissioner
Red Lake Housing Authority
Box 219
Red Lake, MN  56671
Phone: (218) 679-3368
Fax: (218) 679-2264

Mary J. Diver
Tenant Counselor
Fond Du Lac Reservation
932 Trettel Lane
Cloquet, MN  55720
Phone: (218) 879-0351
Fax: (218) 878-0101

Joanna Donohoe
Community Builder
c/o Navajo Partnership for Housing
U.S. Department of Housing
and Urban Development
P.O. Box 1384
St. Michaels, AZ  86511
Phone: (520) 810-3112
Fax: (520) 810-3111
E-Mail: joanna_donohoe@hotmail.com

Christina Dosela
Chairperson
Board of Commissioners
Apache Tribe
P.O. Box 740
Peridot, AZ  85542
Phone: (520) 475-2346
Fax: (520) 475-2349

Diantha E. Doucette
LHA Bookkeeper
Lummi Nation
2828 Kwina Road
Bellingham, WA  98266
Phone: (360) 384-1489  402
Fax: (360) 384-2354

Rochanne Downs
Environmental Director
Fallon Paiate Shoshone Tribe
8955 Mission Road
Fallon, NV  89406
Phone: (775) 423-6015
Fax: (775) 423-5202

Roberta B. Drake
Program Services Director
Navajo Partnership for Housing
P.O. Box 1384
Saint Michaels, AZ  86511
Phone: (520) 810-3114
Fax: (520) 810-3113

Chris Dreves
Accountant
HABLO
99 Milwaukee Street
La Crosse, WI  54602
Phone: (608) 784-7737
Fax: (608) 784-2084
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Thorin Druch
Acting Housing Director
Pascua Yaqui Tribe
7474 South Camino De Oeste
Tuscon, AZ  85746
Phone: (520) 883-5100
Fax: (520) 578-0661

Wayne L. Ducheneaux
Executive Director
Cheyenne River Housing Authority
P.O. Box 480
Eagle Butte, SD  57625
Phone: (605) 964-4265
Fax: (605) 964-1070

Rodney Duncan
Modernization Coordinator
Aleutian Housing Authority
4000 Old Seward Highway, Suite 202
Anchorage, AK  99503
Phone: (907) 563-2146
Fax: (907) 563-3105

Violet Eagleman
Finance Manager
Chippewa Cree Housing Authority
Rural Route 1
Box 567
Box Elder, MT  59521
Phone: (406) 395-4370
Fax: (406) 395-4249

Ardith Earnhardt
Homeownership Counselor
Yavapai-Apache Nation Tribal Housing
P.O. Box 3897
Camp Verde, AZ  86322
Phone: (520) 567-4191
Fax: (520) 567-5310

Glenn W. Edwards
Executive Director
Absentee Shawnee Housing Authority
107 North Kimberly
Shawnee, OK  74801
Phone: (405) 273-1050
Fax: (405) 275-0678
E-Mail: asthsgauth@aol.com

Charles Edwardsen
Ukpeagvik Iñpiat Corporation
P.O. Box 890
Barrow, AK  99723

Laurie A. Eggert
Executive Director of Housing
Little River Band
P.O. Box 314
Manistee, MI  49660
Phone: (616) 723-8288
Fax: (616) 723-8020

Steve Eggleston
Community Builder
Office of Native American Programs
U.S. Department of Housing
and Urban Development
949 East 36th Avenue, No. 401
Anchorage, AK  99507
Phone: (907) 271-4689
Fax: (907) 271-4605
E-Mail: steve_eggleston@hud.gov

Charles Eiseman
Senior Vice President
Western Security Bank
P.O. Box 4547
Missoula, MT  59806
Phone: (406) 543-1313
Fax: (406) 543-1336

Francine Elk
Eastern/Woodlands Office
of Native American Programs
U.S. Department of Housing
and Urban Development
77 West Jackson Boulevard, Room 2400
Ralph H. Metcalfe Federal Building
Chicago, IL  60604-3507
Phone: (800) 735-3239
Fax: (312) 353-8936

William E. Emery
Vice Chairman
Keweenaw Bay Indian Community
107 Bear Town Road
Baraga, MI  49908
Phone: (906) 353-6623
Fax: (906) 353-7548

Helen English
Principal
Steven Winter Association
1331 H Street, No. 1000
Washington, DC  20005
Phone: (202) 628-6100
Fax: (202) 393-5043
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Shirley English
Board Member
NHBP/IHA
110 West Mill Street
Athens, MI  49011
Phone: (616) 729-5151
Fax: (616) 729-5920

Zedora Enos
Board Member
Eastern Shoshone Housing
P.O. Box 1250
Fort Washakie, WY  82514
Phone: (307) 332-5832
Fax: (307) 332-2074

Harry Entwistle
Development Coordinator
Leech Lake Housing Authority
Route 3, Box 100
Cass Lake, MN  56633
Phone: (218) 335-8280
Fax: (218) 335-8367

Larry Evanoff
North Pacific Rim Housing Authority
8300 King Street
Anchorage, AK  99518
Phone: (907) 562-1444

Earl C. Evans
Haliwa-Saponi Indian Tribe, Inc.
P.O. Box 99
Hollister, NC  27844
Phone: (252) 586-4017
Fax: (252) 586-3918
E-Mail: earlevans@coastalnet.com

Eric T. Evans
Haliwa Saponi Indian Tribe, Inc.
P.O. Box 99
Hollister, NC  27844
Phone: (252) 586-4017
Fax: (252) 586-3918
E-Mail: ericevans@coastalnet.com

Edward V. Fagan
Senior Housing Management Specialist
U.S. Department of Housing
and Urban Development
5912 Pratt Street
Alexandria, VA  22310
Phone: (202) 708-0614  4270
Fax: (202) 401-7909

Donna J. Fairbanks
Director, Indian Housing Program
Minnesota Housing Finance Agency
1121 A Sandy Hook Lane
Luck, WI  54853
Phone: (651) 292-4060

Don Fancher
Executive Director
AVCP Housing Authority
P.O Box 767
Bethel, AK  99559
Phone: (907) 543-3121
Fax: (907) 543-3933
E-Mail: avcprhadon@aol.com

Andrew Paul Favorite
Housing Board Member
White Earth Reservation
P.O. Box 418
White Earth, MN  56591
Phone: (218) 983-3285
Fax: (218) 983-3641

Jack Fiander
Tribal Council Member
Yakama Indian Nation Agency
P.O. Box 151
Toppenish, WA  98948
Phone: (509) 865-5121
Fax: (509) 865-5528

LaCharla L. Figgs
Program Director
The Enterprise Foundation, Inc.
10227 Wincopin Circle, 5th Floor
Columbia, MD  21044-3400
Phone: (410) 964-1230
E-Mail: lfiggs@enterprisefoundation.org

Eileen Fitzgerald
Associate Administrator
Rural Housing Services
U.S. Department of Agriculture
Washington, DC  20250-0701
Phone: (202) 690-1533
Fax: (202) 690-0500
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Kevin Fitzgibbons
Eastern/Woodlands Office
of Native American Programs
U.S. Department of Housing
and Urban Development
77 West Jackson Boulevard, Room 2400
Ralph H. Metcalfe Federal Building
Chicago, IL  60604-3507
Phone: (800) 735-3239
Fax: (312) 353-8936

Barbara Floyd
Analyst
ICF Kaiser, Inc.
9300 Lee Highway
Fairfax, VA  22031
Phone: (703) 218-2768
Fax: (703) 934-3156
E-Mail: bfloyd@icfkaiser.com

James B. Floyd
Community Builder Fellow
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P.O. Box 128
Ronan, MT  59864
Phone: (406) 676-5900
Fax: (406) 676-5902
E-Mail: debbiem@ronan.net

H. Juanita Montey
Mashantucket Pequot Indian
Housing Department
1 Matt’s Path
P.O. Box 3215
Mashantucket, CT  06339
Phone: (860) 396-6146
Fax: (860) 396-6519
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Teresa Montgomery
Fallon Paiute Shoshone Housing Authority
2055 Agency Road
Fallon, NV  89406
Phone: (775) 423-3321
Fax: (775) 423-8416

Marge L. Moody
Vice Chairperson
Elders Council and Housing Committee
Pokagon Band of Potawatomi
53237 Townhall Road
Dowagiac, MI  49047
Phone: (616) 782-6323
Fax: (616) 782-9625

Thomas B. Moore
Management Analyst
Federal Reserve Bank of Minneapolis
90 Heavepin Avenue, South
Minneapolis, MN  55480
Phone: (612) 204-5166
Fax: (612) 204-5163
E-Mail: thomas.moore@mpls.frb.org

Sylvia Moose
MilleLacs Reservation Housing Authority
HCR 67 - Box 194
Onamia, MN  56359
Phone: (320) 532-7454
Fax: (320) 532-4192

Herman Moran
Commissioner
Maliseet Indian Housing Authority
13 Clover Court
Houlton, ME  04730
Phone: (207) 532-7637
Fax: (207) 532-7638

Norma Morfin-Bains
Credit Counselor
Norwest Homebuyers Club
1595 Spruce Street
Riverside, CA  92507
Phone: (909) 786-6216
Fax: (909) 369-6671

Roger D. Morgan
CEO
Steelheart
1411 North Street
Coronade, CA  92118
Phone: (619) 522-9941
Fax: (619) 522-9942

Mary Jo Morris
Housing Committee Member
Pokagon Band of Potawatomi
901 Spruce Street
P.O. Box 180
Dowagiac, MI  49047
Phone: (616) 782-8998
Fax: (616) 782-6027

David Morrison
Secretary/Treasurer
Bois Forte Reservation Tribal Council
P.O. Box 16
Nett Lake, MN  55772
Phone: (218) 757-3261
Fax: (218) 757-3312

Levi Morrison
Board of Commissioner
Umatilla Reservation Housing Authority
P.O. Box 1658
Pendleton, OR  97801
Phone: (541) 276-7544
Fax: (541) 276-7255

Elwood Mose
Chairman
Board of Commissioners
Te Moak Housing Authority
504 Sunset Street
Elko, NV  89801
Phone: (775) 738-9238
Fax: (775) 738-2436

Calvin C. Moser
Director, OMP/LMS/F&B
Southern Plains Office
of Native American Programs
U.S. Department of Housing
and Urban Development
500 West Main
Suite 400
Oklahoma City, OK  73102
Phone: (405) 553-7524
Fax: (405) 553-7403
E-Mail: calvin_c._Moser@hud.gov
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Final Call News
734 West 79th Street
Chicago, IL  60619
Phone: (773) 602-1230
Fax: (773) 602-1013
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Wayne A. Mundy
Executive Director
Bering Straits Regional Housing Authority
P.O. Box 995
Nome, AK  99762
Phone: (907) 443-5262
Fax: (907) 443-2160

Yvonne F. Murray
Executive Director
Ojibwe Tribe
2850 Norht Elston
Chicago, IL  60618
Phone: (773) 235-2414

Manny Naanep
Eastern/Woodlands Office
of Native American Programs
U.S. Department of Housing
and Urban Development
77 West Jackson Boulevard, Room 2400
Ralph H. Metcalfe Federal Building
Chicago, IL  60604-3507
Phone: (800) 735-3239
Fax: (312) 353-8936

Christine Nahsonhoya
BOC
Nez Perce Tribal Housing Authority
P.O. Box 188
Lapwai, ID  83540
Phone: (208) 843-2229
Fax: (208) 843-2973
E-Mail: chrisn@nezperce.org

Johnny Naize
Navajo Nation Council’s Government
P.O. Box 3390
Window Rock, AZ  86515
Phone: (520) 871-7254
Fax: (520) 871-7259
E-Mail: ls_rose@dine.navajo.org

David L. Nash
Associate Counsel
Eastern Band of Cherokee Indians
P.O. Box 455
Cherokee, NC  28719
Phone: (828) 497-7231
Fax: (828) 497-4238

Norman Nauni
Vice-Chairperson
Comanche Nation Housing Authority
P.O. Box 1671
Lawton, OK  73502
Phone: (580) 357-4956
Fax: (580) 357-1103
E-Mail: cnha@sonetcom.com

Robert L. Neal
Eastern/Woodlands Office
of Native American Programs.
U.S. Department of Housing
and Urban Development
Metcalfe Federal Building
77 West Jackson Boulevard
Chicago, IL  60604
Phone: (800) 735-3239
Fax: (312) 353-8936
E-Mail: Robert_L._Neal@hud.gov

Jolene M. Nertoli
Housing Division Director
Sault Ste. Marie Tribe of Chippewa Indians
Housing Authority
2218 Shunk Road
Sault Ste. Marie, MI  49783
Phone: (906) 635-4960
Fax: (906) 635-7017
E-Mail: qhouse1@northernway.net

Leslie Newman
Executive Director
Proyecto AZTECA

Bill Nibbelink
Owner
Bill Nibbelink and Associates
P.O. Box 62
Flandreau, SD  57028
Phone: (605) 997-2887
Fax: (605) 997-0088
E-Mail: nibb@sd.cybernex.net

Archie Nielsen
Board of Commission
Baranof Island Housing Authority
P.O. Box 517
Sitka, AK  99835
Phone: (907) 747-5088
Fax: (907) 747-5701
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Craig A. Nolte
Community Affairs Advisor
Federal Reserve Bank of San Francisco
P.O. Box 3567
Seattle, WA  98124-3567
Phone: (206) 343-3761
Fax: (206) 343-3632
E-Mail: craig.nolte@sf.frb.org

Charles F. Norman
Tonkawa Tribe Housing Authority
Route 1
Box 436
Tonkawa, OK  74653
Phone: (580) 628-5301
Fax: (580) 628-3378

Jacquelyn O. Norman
Executive Director
Tonkawa Tribe Housing Authority
Route 1
Box 436
Tonkawa, OK  74653
Phone: (580) 628-5301
Fax: (580) 628-3378

Lauren J. Norman-Brown
Program Coordinator
Tonkawa Tribe Housing Authority
Route 1
Box 436
Tonkawa, OK  74653
Phone: (580) 628-5301
Fax: (580) 628-3378
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Loan Specialist
U.S. Department of Housing
and Urban Development
451 7th Street, SW
Room 9278
Washington, DC  20410
Phone: (202) 708-2676
Fax: (202) 401-0059

Carolyn J. O’Neil
Deputy Director
Sault Ste. Marie Tribe of Chippewa Indians
Housing Authority
2218 Shunk Road
Sault Ste. Marie, MI  49783
Phone: (906) 635-4960
Fax: (906) 635-7017
E-Mail: qhouse1@northernway.net

Debbie Oakes
Associate
ICF Kaiser, Inc.
9300 Lee Highway
Fairfax, VA  22031
Phone: (703) 934-3226
Fax: (703) 934-3278
E-Mail: doakes@icfkaiser.com

Donald D. Ogden
Membership
National American Indian Housing Council
900 Second Street NE
Suite 305
Washington, DC  20002
Phone: (202) 789-1754
Fax: (202) 789-1758
E-Mail: dogden@naihc.net

Ralph D. Ortegon
Tribal Housing Director
Morongo Band of Mission Indians
11581 Potrero Road
Banning, CA  92220
Phone: (909) 849-4697
Fax: (909) 849-4425
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Managing Attorney
Office of Human Resources Law
U.S. Department of Housing
and Urban Development
451 7th Street, SW
Washington, DC  20410
Phone: (202) 708-0614
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Housing Management
Northern Pueblos Housing Authority
P.O. Drawer 6640
Santa Fe, NM  87502-6640
Phone: (505) 989-8116
Fax: (505) 989-7850
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Editorial Assistant
Final Call News
734 West 79th Street
Chicago, IL  60619
Phone: (773) 602-1230
Fax: (773) 602-1013
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Joanne Pagel
Bois Forte Reservation Tribal Council
P.O. Box 16
Nett Lake, MN  55772
Phone: (218) 757-3261
Fax: (218) 757-3312

Chadeen Palmer
Administrative Assistant
White Mountain Apache Housing Authority
P.O. Box 1270
Whiteriver, AZ  85941
Phone: (520) 338-4831
Fax: (520) 338-4835

Lyndreth Palmer
Executive Director
Kiowa Tribal Housing Programs
1302 East Central
Warrior Valley Plaza
Anadarko, OK  73005
Phone: (405) 247-3464
Fax: (405) 247-3985
E-Mail: kthp@tanet.net

Jorge P. Palombo
President
Native American Housing Consultants
8308 Washington, NE
Albuquerque, NM  87113
Phone: (505) 797-8674
Fax: (505) 797-8658
E-Mail: nmnahc@aol.com

Terrie Paredes
Operations Supervisor
Norwest Mortgage Homebuyers Club
1595 Spruce Street
Riverside, CA  92507
Phone: (909) 786-6210
Fax: (909) 369-6671
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Executive Director
Bay Mills Housing Authority
3406 South Pine Village Road
Brimley, MI  49715
Phone: (906) 248-5524
Fax: (903) 248-5571
E-Mail: cheryl@up.net

Gloria Parker
Chief Information Officer
U.S. Department of Housing
and Urban Development
4510 7th Street, SW
Washington, DC  20410

Donald L. Patterson
Tonkawa Tribe Housing Authority
Route 1
Box 436
Tonkawa, OK  74653
Phone: (580) 628-5301
Fax: (580) 628-3378
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Senior Buisness Manager
Fannie Mae
3900 Wisconsin Avenue, NW
Washington, DC  20016
Phone: (202) 752-2529
Fax: (202) 752-6845
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AMERIND Risk Management Corporation
2201 San Pedro, NE
Albuquerque, NM  87121
Phone: (505) 837-2290
Fax: (505) 837-2053
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Chairman
Board of Directors
Penobscot Housing Authority
P.O. Box 498
Old Town, ME  04468
Phone: (207) 827-7147
Fax: (207) 827-4612

Arlyce A. Paulson
Housing Director
Oneida Housing Authority
P.O. Box 68
Oneida, WI  54155
Phone: (920) 869-2227
Fax: (920) 869-2836

Terry A. Pearman
Development Director
Cheyenne River Housing Authority
P.O. Box 930
Eagle Butte, SD  57625
Phone: (605) 964-4265
Fax: (605) 964-1070
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E.W. Pearson, Jr.
Commissioner
Yurok Indian Housing Authority
P.O. Box 98
Klamath, CA  95548
Phone: (707) 482-1506
Fax: (707) 482-9465

Darren C. Pedro
Community at Large
Gila River Indian Community
P.O. Box 97
Sacaton, AZ  85247
Phone: (520) 562-3311
Fax: (520) 562-3963
E-Mail: peeposh@aol.com

Steven J. Pego
Commissioner
Saginaw Chippewa Housing
7070 East Broadway
Mount Pleasant, MI  48858
Phone: (517) 775-4051

Elton A. Peller
Deputy Vice President
Ginnie Mae
U.S. Department of Housing
and Urban Development
451 7th Street, SW
Room 6226
Washington, DC  20410
Phone: (202) 708-2772  4972
Fax: (202) 401-8843
E-Mail: elton_a._peller@hud.gov

Frank Peratrovich, Jr.
Executive Director
Cook Inlet Housing Authority
2600 Cordova Street, Suite 201
Anchorage, AK  99503
Phone: (907) 276-8151
Fax: (907) 258-4957
E-Mail: fperatrovich@citci.com

Stephen J. Peregrine
Director
Fannie Mae Nebraska
1248 O Street, Suite 890
Lincoln, NE  68508
Phone: (402) 477-2300
Fax: (402) 477-2373
E-Mail: stephen_j_peregrine@fanniemae.com

Sandra Perez
Vice President
Bank of America
485 California Street
San Francisco, CA  94104
Phone: (415) 953-3668
Fax: (415) 622-3469
E-Mail: sandra.q.perez@bankamerica.com

Jack Peters
Field Services Director
Housing Authority of the Sac and Fox Nation
P.O. Box 1252
Shawnee, OK  74802-1252
Phone: (405) 275-8200
Fax: (405) 275-8203

Linda Peters
Housing Committee Member
Menominee Indian Tribe of Wisconsin
P.O. Box 910
43 Red Winy Way
Keshena, WI  54135
Phone: (715) 799-5156
Fax: (715) 799-4225
E-Mail: cdgen@frontiernet.net

Peter Petrunich
Program Specialist
National Office of Native American Programs
U.S. Department of Housing
and Urban Development
1999 North Broadway, Suite 3390
Denver, CO  80202
Phone: (303) 675-1600
Fax: (303) 675-1660

Diana R. Phair
Housing Division Manager
Lummi Nation
2828 Kwina Road
Bellingham, WA  98226
Phone: (360) 384-2295
Fax: (360) 384-2354

Kenneth Phillips
Choctaw Housing Authority
P.O. Box G
Hugao, OK  74743
Phone: (580) 326-7521
Fax: (580) 326-7641
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Harold Pickernell
Commissioner
Chehalis Tribal Housing Authority
P.O. Box 314
Oakville, WA  98568
Phone: (360) 273-7723
Fax: (360) 273-6883

Bill Picotte
President
Oti Kaga, Inc.
Cheyenne Rver Indian Reservation
P.O. Box 751
Eagle Butte, SD  57625
Phone: (605) 964-4663
Fax: (605) 964-4664
E-Mail: billp@rapidnct.com

Brian L. Pierson
Lac du Flambeau Housing
735 North Water Street
Milwaukee, WI  53202
E-Mail: bpierson@vonbriesen.com

Keith R. Pike
General Manager
Sauk-Suiattle Indian Tribe
5318 Chief Brown Lane
Darrington, WA  98241
Phone: (360) 436-0131
Fax: (360) 436-1511
E-Mail: keithrpike@hotmail.com

Isaac Pimentel
Eastern/Woodlands Office
of Native American Programs
U.S. Department of Housing
and Urban Development
77 West Jackson Boulevard, Room 2400
Ralph H. Metcalfe Federal Building
Chicago, IL  60604-3507
Phone: (800) 735-3239
Fax: (312) 353-8936

Carol Pinto
Planning Director
Reno-Sparks Indian Colony
98 Colony Road
Reno, NV  89502
Phone: (775) 329-2936
Fax: (775) 329-8710

F. Browning Pipestem
Attorney
Absentee Shawnee Housing Authority
111 North Peters, Suite 200
Norman, OK  73069
Phone: (405) 329-3840
Fax: (405) 329-3894
E-Mail: pipestem@oklahoma.net

Lawrence Platero
Navajo Nation Economic
Development Commission
P.O. Box 3390
Window Rock, AZ  86515
Phone: (520) 871-7232
Fax: (520) 871-7255

Harrison Plummer
Navajo Indian Tribe
P.O. Box 3390
Window Rock, AZ  86515
Phone: (520) 871-6380
Fax: (520) 871-7259

Lancia M. Plummer
Housing Director
Reno/Sparks Indian Housing
1050 Eagle Canyon Dirve, Suite 4000
Sparks, NV  89436
Phone: (775) 424-3500
Fax: (775) 424-6004

Alma Porter
Eastern/Woodlands Office
of Native American Programs
U.S. Department of Housing
and Urban Development
77 West Jackson Boulevard, Room 2400
Ralph H. Metcalfe Federal Building
Chicago, IL  60604-3507
Phone: (800) 735-3239
Fax: (312) 353-8936

Walter Porter
Board of Commission
Tlingit-Haida Regional Housing Authority
P.O. Box 32237
Juneau, AK  99803
Phone: (907) 780-6868
Fax: (907) 780-6895
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Eric W. Price
Director of Housing Production
AFL-CIO Housing Investment Trust
1717 K Street, NW
Washington, DC  20006
Phone: (202) 331-8055
Fax: (202) 331-8190

Myra J. Price
Executive Director
Ho Chunk Housing Authority
P.O. Box 730
Tomah, WI  54660
Phone: (608) 374-1245
Fax: (608) 374-1251

Ronald Qualls
Housing Authority of the Creek Nation
of Okalahoma
P.O. Box 297
Okmulgee, OK  74447
Phone: (918) 752-3217
Fax: (918) 756-8980

Pricilla Quintaro
Tule River Indian Housing Authority
P.O. Box 748
Parterville, CA  93258
Phone: (559) 784-3155
Fax: (559) 784-0401

Lonnie C. Racehorse
Development Project Manager
Shoshone - Bannock Tribes
Fort Hall Housing Authority
161 Wardance Circle
Pocatello, ID  83202
Phone: (208) 237-1147
Fax: (208) 237-0455
E-Mail: lracehorse@ida.net

Mohammed Rahmah
Eastern/Woodlands Office
of Native American Programs
U.S. Department of Housing
and Urban Development
77 West Jackson Boulevard, Room 2400
Ralph H. Metcalfe Federal Building
Chicago, IL  60604-3507
Phone: (800) 735-3239
Fax: (312) 353-8936

David J. Rapport
Attorney
Law Offices of Rapport and Marston

Terrance Red Fox
Executive Director
Fort Berthold Housing Authority
P.O. Box 310
Newtown, ND  58763
Phone: (701) 627-3763
Fax: (701) 627-3802

Wakon Redcorn
Board Member
Housing Authority of the Osage Tribe
P.O. Box 517
Hominy, OK  74035
Phone: (918) 885-6575
Fax: (918) 885-2405

Ralph Redhair
Deputy Director
Navajo Housing Authority
P.O. Box 4980
Window Rock, AZ  86515
Phone: (520) 871-2600
Fax: (520) 871-2604

Erna Reeves
Executive Administrative Assistant
Housing Authority of the Cherokee Nation
P.O. Box 1007
Tahlequah, OK  74465
Phone: (918) 456-5482
Fax: (918) 458-5018
E-Mail: erna@inteller.com

Linda Lee Retka
MilleLacs Reservation Housing Authority
HCR 67 - Box 197
Onamia, MN  56359
Phone: (320) 532-7454
Fax: (320) 532-4192

Leslye Revey
Housing Director
Sauk-Suiattle Indian Tribe
5318 Chief Brown Lane
Darrington, WA  98241
Phone: (360) 436-0131
Fax: (360) 436-1511

Peggie Reynolds
Seminole Tribe of Florida
6300 Stirling Road
Hollywood, FL  33024
Phone: (954) 966-6300
Fax: (954) 967-3875
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Lyle Rhoan
Commissioner
Warm Springs Housing Authority
P.O. Box 1167
Warm Springs, OR  97761
Phone: (541) 553-3250
Fax: (541) 533-3358

Max Rice
U.S. Department of Housing
and Urban Development
909 1st Avenue, Suite 200
Seattle, WA  98104
Phone: (202) 220-5273

Richard L. Rice
Catawba Indian Housing
P.O. Box 12158
Catawba, SC  29730
Phone: (803) 366-3100

Barry M. Richardson
Tribal Administrator
Haliwa Saponi Tribe
P.O. Box 99
Hollister, NC  27844
Phone: (252) 586-4017
Fax: (252) 586-3918

Joseph O. Richardson
Housing Director
Haliwa Saponi Tribe
P.O. Box 99
Hollister, NC  27844
Phone: (252) 286-4017
Fax: (252) 586-3918

Liz Ricketts
Executive Director
Housing Authority of the Osage Tribe
P.O. Box 517
Hominy, OK  74035
Phone: (918) 885-6575
Fax: (918) 885-2405

David Riley
Director
Laguna Housing Development
and Management
P.O. Box 178
Laguna, NM  87026
Phone: (505) 552-6430
Fax: (505) 552-9409

Dorie Rios
Administrative Assistant
NHBP/IHA
110 West Mill Street
Athens, MI  49011
Phone: (616) 729-5151
Fax: (616) 729-5920

Jo A. Rivers
Homeownership
Reno/Sparks Indian Housing
1050 Eagle Canyon Drive, Suite 4000
Sparks, NV  89436
Phone: (775) 424-3500
Fax: (775) 424-6004

Trish Roberts
Consultant
ICF Kaiser, Inc.
9300 Lee Highway
Fairfax, VA  22031

Linda Robins
Director
Division of Housing
Chickasaw Nation
P.O. Box 788
Ada, OK  74821-0788
Phone: (580) 421-8800
Fax: (580) 421-8878

Fan Robinson
Deputy Executive Director
Cherokee Nation
P.O. Box 948
Tahlequah, OK  74465
Phone: (918) 456-0671  2610
Fax: (918) 458-6152

Martin Robinson
Board Commissioner
Leech Lake Housing Authority
Route 3, Box 100
Cass Lake, MN  56633
Phone: (218) 335-8280
Fax: (218) 335-8367
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Melissa A. Robinson
Community Builder
Eastern/Woodlands Office
of Native American Programs
U.S. Department of Housing
and Urban Development
77 West Jackson Boulevard
Chicago, IL  60604-3507
Phone: (800) 735-3239  2303

Samuel Rock
Vice Chairman
White Earth Reservation Housing Authority
P.O. Box 418
White Earth, MN  56591
Phone: (218) 983-3285
Fax: (218) 983-4052

Clarence Rockwell
Executive Director
Navajo Utah Commission
P.O. Box 570
Montezuma Creek, UT  84534
Phone: (435) 651-3461
Fax: (435) 651-3451

Arthur H. Rodgers
Investment Officer
AFL-CIO Housing Investment Trust
1717 K Street NW
Suite 707
Washington, DC  20006
Phone: (202) 331-8055
E-Mail: arodgers@ableio-hit.com

Charles Rogers
Executive Director
Gila River Housing Authority
P.O. Box 528
Sacaton, AZ  85247
Phone: (520) 562-3908
Fax: (520) 562-3927

Wilma Rogers
Seminole Nation Housing
P.O. Box 1493
Wewoka, OK  74884
Phone: (405) 257-6604
Fax: (405) 257-3961
E-Mail: sem-nathousing@renet.com

Ann Roman
Northern Plains Office
of Native American Programs
U.S. Department of Housing
and Urban Development
633 17th Street
Denver, CO  80202
Phone: (303) 672-5465
Fax: (303) 672-5003

John Romano
Deputy Administrator
Rural Utilities Services
U.S. Department of Agriculture
1400 Independence Avenue, SW
MS 1548
Washington, DC  20250-1548
Phone: (202) 720-0962
Fax: (202) 720-0718
E-Mail: jromano@rus.usda.gov

John Romero
Tribal Council Member
Nooksack Indian Tribe
P.O. Box 157
5048 Mount Baker Highway
Deming, WA  98244
Phone: (360) 592-5176
Fax: (360) 592-5721

Theresa H. Rosier
Senate Committee on Indian Affairs
838 Hart Senate Building
Washington, DC  20510
Phone: (202) 224-2251
Fax: (202) 224-5429
E-Mail: theresa_rosier@indian.senate.gov

Ted Rouillard
Executive Director
Lower Brule Housing Authority
P.O. Box 183
Lower Brule, SD  57548
Phone: (605) 473-5522
Fax: (605) 473-5578

Gwen L. Rucker
Ginne Mae
U.S. Deparment of Housing
and Urban Development
1150 18th Street, Suite 500
Washington, DC  20036
Phone: (202) 327-7250
Fax: (202) 833-2019
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Aaron H. Russell
Council Member
Yavapai-Apache Tribe
P.O. Box 263
Clarksdale, AZ  86324
Phone: (520) 634-2210
Fax: (520) 634-7107

Susan K. Russell
Finance Director
Kodiak Island Housing Authority
3137 Mill Bay Road
Kodiak, AK  99615
Phone: (907) 486-8111
Fax: (907) 486-8723
E-Mail: kiha@ptialaska.net

David D. Saffert
Regional Director
Native American Program Coordinator
USDA/Rural Development
206 Vine Street
Spooner, WI  54801
Phone: (715) 635-8228
Fax: (715) 635-6534
E-Mail: dsaffert@rurdev.usda.gov

Joe Salt
Council Delegate
Navajo Nation Council
P.O. Box 3390
Window Rock, AZ  86515
Phone: (520) 871-7252
Fax: (520) 871-7255

Ken Samples
Executive Director
Chickasaw Housing Authority
P.O. Box 668
Ada, OK  74821-0668
Phone: (580) 421-8822
Fax: (580) 421-8883
E-Mail: redbird@chickasaw.com

Sara H. Sandoval
Board of Commisioner Member
Navajo Housing Authority
P.O. Box 4980
Window Rock, AZ  86515
Phone: (520) 871-2600
Fax: (520) 871-2604

Iris Z. Sanford
Community Development Manager
USDA/Rural Development
2014 Third Street West
Ashland, WI  54806
Phone: (715) 682-9117  4
Fax: (715) 682-0320

Aaron T. Satterthwaite, Jr.
Office of Thrift Supervision
Community Affairs Liaison
122 West John Carpenter Freeway
Suite 600
Irving, TX  75039-2010
Phone: (972) 281-2114
Fax: (972) 281-2157

Bonnie J. Savland
Manager, Business and Economic Division
Central Council Tlingit and Halda
320 West Willonghby Avenue
Juneau, AK  99801
Phone: (907) 463-7121
Fax: (907) 586-8970
E-Mail: bonnie@ccthtest.ptialaska.net

James H. Sceeles
Executive Director
Tagiugmiullu Nunamiullu Housing Authority
P.O. Box 409
Barrow, AK  99723
Phone: (907) 852-0290
Fax: (907) 852-0373
E-Mail: jsceeles_central @co.north-slope.ak.us

Arthur E. Schenk
Individual Housing Manager
Lac Vieux Desert Tribe
P.O. Box 446
Watersweet, MI  49969
Phone: (906) 358-4577
Fax: (906) 358-0306

Everett E. Schierenbeck
Facilities Management Specialist
U.S. Department of Housing
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NOTE:  HUD has not necessarily reviewed the private products and companies displayed in the resource
room.  Booths were available free of charge to any organization who requested one.  Tribes/TDHEs and
Housing Authorities are recommended to use sound judgement and follow applicable procurement
requirements in selecting products and companies.

American Association of Retired Persons (AARP)

AMERIND Risk Management Corporation

The Enterprise Foundation

Fannie Mae

Federal Housing Finance Board

First American Services Group

Federal Reserve Bank, Minneapolis

Freddie Mac

Ginnie Mae

Homeownership Week (Information Only)

Housing Assistance Council (HAC)

Housing and Development Reporter, West Group

Indian Housing Block Grant Program

National American Indian Housing Council (NAIHC)

National Cooperative Bank/NCB Development Corporation

NCCED (Information Only)

Neighborhood Networks (Information Only)

North American Native Bankers Association

Rural Community Assistance Corporation (RCAC)

Steelheart, Inc.

Travois — Affordable Housing & Community Development Corporation

U.S. Department of Agriculture — Rural Utilities Service/Rural Development
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U.S. Department of Housing and Urban Development

U.S. Department of Housing and Urban Development — Federal Housing Administration

U.S. Department of Housing and Urban Development — Office of Fair Housing and Equal Opportunity

U.S. Department of Housing and Urban Development — National Office of Native American Programs

U.S. Department of Housing and Urban Development — Shared Visions Initiative (Pine Ridge)

Washington Mutual Bank (Information Only)
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Resource Room Participants

American Association of Retired Persons (AARP)

AARP is the nation’s leading organization for people age 50 and older.  It serves their needs and interests
through information and education, advocacy, and community services which are provided by a network of
local chapters and experienced volunteers throughout the country.  The organization also offers members a
wide range of special benefits and services, including Modern Maturity magazine and the monthly Bulletin.

Fannie Mae

Native American Lending.  Fannie Mae’s corporate mission is to provide products and services that
increase the availability and affordability of housing for low-, moderate-, and middle-income Americans,
regardless of where they live.  Fannie Mae is the nation’s leading lender in home loans, financing one out
of every five home purchased in the United States.

Fannie Mae has pledged to provide $1 trillion in targeted housing finance to underserved communities
across the country by the end of the decade.  As part of this initiative, Fannie Mae has been working with
Native American tribes, mortgage lenders, the Bureau of Indian Affairs and other housing leaders to
increase mortgage financing opportunities for Native Americans.

Most recently, Fannie Mae awarded a $50,000 fellowship to allow NAIHC to hire a person to assist tribes
and Fannie Mae in developing investment opportunities in 1999 that will in turn serve as models for future
investments.

Fannie Mae’s accomplishments in Native American lending to date include:

Ø Providing nearly $65 million in affordable targeted mortgage financing, such as tribal lands, for
Native Americans from 1995 through the end of 1998.

Ø Offering the most comprehensive menu of mortgage loans for Native Americans living on trust or
restricted lands, including the HUD Section 184 Loan Guarantee Program, the FHA Section 248
Mortgage Insurance Program, the Department of Agriculture Rural Housing Native American Pilot,
Fannie Mae’s Native American Conventional Lending Initiative, and the FHA Section 247 Program
for Native Hawaiians.

Ø Issuing the first Mortgage-Backed Security (MBS) that consisted entirely of loans made to Native
Americans.

Ø Helping over 25,000 Native American families purchase homes off trust land, by providing over
$2.3 billion in affordable financing, from 1995 to 1997.
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Ø Expanding the number of tribes we serve from four tribes in three states in 1995, to 67 tribes in 18
states through 1998.

Ø Investing in 253 households in 1998 – bringing the total number of households served on tribal
lands to 707 since 1995.

Ø Purchasing the largest single privately-funded transaction ever on trust land -- $5.4 million lease-
purchase, construction/permanent loans financing homes in a project in Shiprock, New Mexico for
the Navajo nation.  Fannie Mae also invested in other large scale housing projects with the
Apache of Oklahoma, Lac due Flambeau, and Grand Ronde.

Ø Approving three Native American lenders – the Blackfeet National Bank in Montana and, in
Alaska, the Kodiak Island Indian Housing Authority and Tlingit-Haida – under our Minority- and
Women-Owned Lender initiative.

Ø Investing in Native American housing without any federal guarantees through tax credits in
Nebraska, North Dakota, and Montana; conventional loans with Oklahoma tribes (including a
rehabilitation project with the Apache tribe); and several negotiated transactions on trust land with
the Ft. Mojave and Cochiti Pueblo tribes.

Ø Training on lending to Native Americans for thousands of tribal representatives, tribal members,
lenders and other interested affiliate parties, and Fannie Mae staff.

Ø Sponsoring housing fairs with over a dozen tribes, including Lac du Flambeau, Navajo, White
Mountain Apache, Gila River, and Salt River to provide free information on affordable mortgage
products and the home-buying process.

Ø Funding organizations to develop special home buyer training for Native Americans living on trust
lands, and to provide homeownership counseling, including the National American Indian Housing
Council and a consortium of tribes in Oklahoma.

For additional information on Fannie Mae’s Native American lending initiative, media should contact Betsy
Hildebrandt at (202) 752-7608.  Consumers may call the Fannie Mae Consumer Resource Center toll-free
at 1-800-7FANNIE (1-800-732-6643), Monday through Friday, 9 a.m. to 5 p.m. ET.
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Housing Assistance Council

The Housing Assistance Council (HAC) was founded in 1971 to support the development of rural low-
income housing nationwide.  HAC is a nonprofit corporation that provides technical housing services, loans
to primarily nonprofit and public agency developers from a revolving fund, housing program and policy
assistance, research and demonstration projects, and technical and information services, including HAC
NEWS and a quarterly magazine called “Rural Voices”.  Since 1991, HAC has worked with tribes in four
states to help develop their capacity to use the housing programs of USDA’s Rural Development (formerly
Farmers Home Administration), and prepared a guide for the use of Rural Development staff in doing
lending on Native American lands.  HAC operates from its Washington, DC office and four regional offices
(Albuquerque, NM, Atlanta, GA, Mill Valley, CA, and Kansas City, MO).  For more information contact HAC
at 1025 Vermont Avenue, N.W., Suite 606, Washington, D.C., 202/842-8600 or our website at
http://www.ruralhome.org.

Indian Housing Block Grant (IHBG) Program

The Indian Housing Block Grant (IHBG) Program distributes over $600 million dollars to tribes and TDHEs
for affordable housing activities through a formula mechanism.  This formula mechanism consists of two
major components, Current Assisted Stock and Need and relies on data from HUD, tribes, TDHEs and the
1990 U.S. Decennial Census.  The IHBG formula resource table will have individual tribal data and national
information on Fiscal Year 1999 allocations.  The resource table will also be staffed with experts who can
advise tribes/TDHEs how to correct their Formula Current Assisted Stock or challenge their Needs data.

National American Indian Housing Council (NAIHC)

The National American Indian Housing Council (NAIHC), is a national membership organization that
promotes, supports, and uphold tribes and tribally-designated housing entities in their efforts to provide
culturally-relevant, decent, safe, sanitary, and affordable housing for Native people in Indian communities
and Alaskan Native villages.

NAIHC provides advocacy, research, technical assistance, and training for Indian housing staff, publishes
Native American Housing News and legislative updates, maintains the only national Resource Center on
Indian housing, and convenes an annual legislative conference and convention.
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National Cooperative Bank/NCB Development Corporation

National Cooperative Bank provides a broad array of financial products and services to commercial and
real estate ventures that are guided by certain cooperative principles.  NCB was chartered by Congress in
1978 to meet the financial needs of an underserved niche — those organizations that operate
cooperatively, primarily for the benefit of their membership.  In 1981, NCB was restructured as a privately-
held financial institution — a cooperative that is owned by our borrowers.

Through the Bank’s nonprofit affiliate, NCB Development Corporation, we offer development assistance
and financing to the nation’s at-risk communities.  NCBDC provides a full spectrum of development tools
from technical assistance to equity investments, and from pre-development capital to permanent financing.
Because of NCBDC’s structure, we can serve as a bridge to other capital sources including grants and
investments.

Travois — Affordable Housing & Community Development

Travois — Affordable Housing & Community Development is a Minnesota corporation devoted to assisting
corporations, communities, and Indian Tribes in developing affordable housing and community economic
development projects and strategies.  Building upon the extensive experience of its President, David W.
Bland, the firm can undertake comprehensive market analyses to determine the demand for housing, retail
establishments, hotel facilities and other commercial endeavors, as well as assistance in financial
packaging, management and marketing.  Affordable housing, however, is the primary focus of the
corporation, particularly housing developed through the Low Income Housing Tax Credit program.  In that
regard, the firm has extensive experience in developing housing for low income families, elderly, and
persons with disabilities.

The firm’s president has directly developed or consulted on dozens of housing projects created through the
Tax Credit program, one of the most complex of tax and real estate transactions.  Several of the projects
directly developed by Mr. Bland have received national recognition, including awards from the Fannie Mae
Foundation, the Social Compact, and the All-America City award.

The firm is currently assisting twelve Indian organizations in the development of Low Income Housing Tax
Credit housing projects.  Its track record is impressive, winning awards of 9 Indian HOME grants for its
clients prior to NAHASDA, and receiving 18 out of a possible 20 Low Income Housing Tax Credit program
awards.  The firm also assisted 5 Indian Tribes in the preparation of their Comprehensive Housing Plans
under NAHASDA, the Native American Housing Assistance and Self-Determination Act.
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U.S. Department of Agriculture — Rural Utilities Service

The U.S. Department of Agriculture’s Water and Waste Disposal program, managed by the Rural Utilities
Service Water and Environmental Programs Division, is a funding source for water and wastewater projects
in rural areas.  It makes low-cost loans and grants to public and nonprofit organizations for water and
wastewater projects in rural areas with populations of up to 10,000 residents.  The organizations that are
eligible to apply for program funds include municipalities, counties, special-purpose districts, American
Indian tribes, and nonprofit corporations.

U.S. Department of Housing and Urban Development —Fair Housing Administration

FHA Section 248 is intended to promote affordable housing opportunities for Native American families on
Indian trust land.  FHA Section 248 can insure mortgages on dwellings involving 1-4 units including: new
construction, purchase of an existing home, refinance of an existing home and rehabilitation of an existing
home.  The borrower must intend to occupy the property as a principal residence.
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Program Initiative Recognition Awards

Recognition for Economic Development Program Initiative

Confederated Tribes of the Umatilla Indian Reservation
Pendleton, Oregon

In 1994, the Confederated Tribes of the Umatilla Indian Reservation assessed their needs to increase
employment among tribal members and provide increased funding for the community and region.  As a
result of this assessment, the Umatilla built the Wildhorse Resort, which was completed in 1998.  The
resort features such amenities as a casino, hotel, RV park, Tamastlikt cultural institute and championship
golf course.  The resort also employs over 500 people, with approximately half comprising of tribal
members.

Cow Creek Band of Umpqua Tribe of Indians
Roseburg, Oregon

In 1992, the Cow Creek Band of Umpqua Tribe of Indians began to develop plans for economic
development throughout their area to demonstrate their focus on self-sufficiency for the Tribe and their
members.  The first undertaking was the Seven Feathers Hotel and Casino in Canyonville, Oregon,
featuring a casino, hotel, ballroom, restaurant and convention center.  The Cow Creeks are not only
profiting from the operation of the hotel and casino; rather, the Tribe is using these profits to invest in other
business ventures throughout Southern Oregon, such as purchasing two motels, a meat processing
business and the Seven Feathers Truck and Travel Center.  The Tribe has also purchased property located
along the Interstate.

Recognition for Homeownership Program Initiative

Comanche Nation Housing Authority – TDHE for the Comanche Nation
Lawton, Oklahoma

The Comanche Nation Housing Authority established a homeownership program to increase
homeownership among Comanche families living in Southwestern Oklahoma.  Through this program,
qualified Native American families will receive a mortgage loan and down-payment assistance.  In addition,
the families are given freedom in selecting a home within their price range allowing families to fulfill their
dream of owning their own home.
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The Choctaw Nation Indian Housing Authority
Coalgate, Oklahoma

The Choctaw Nation Indian Housing Authority has begun a new program to construct homes for very low,
low, and moderate income tribal members in order to increase homeownership.  In addition, many tribal
members will be hired to construct these homes throughout the life of the project.

Coeur d’Alene Tribe
Coeur d’Alene Planning and Development Corporation
Plummer, Idaho

In response to a critical housing shortage within the Coeur d’Alene Reservation, the Coeur d’Alene Tribe, in
conjunction with the Tribal Planning and Development Corporation, established a homeownership program,
the Osprey Spirit II.  The goal of the program is to provide housing that replicates private homeownership to
tribal families and provide down-payment assistance based on income and family size, with additional
support for elderly and disabled applicants.  In support of this goal, several grant proposals were developed
for funding, private lenders were identified and an active marketing effort is conducted to continue assisting
low and moderate-income families.

Grande Ronde Tribal Housing Authority
Grande Ronde, Oregon

In 1997, the Grande Ronde Tribal Housing Authority established its homeownership program, Grand
Meadows.  The purpose of the program is providing a housing community for tribal members, and it now
consists of a 38-unit manufactured housing development on tribal land in Grand Ronde, Oregon.  Grand
Meadows is rather unique in nature, as it provides a community for tribal families and elders of all income
classes.  Prior to its inception, there was no tribal housing on tribal land in Grand Ronde.

The Chickasaw Nation
Ada, Oklahoma

In April 1998, the Chiskasaw Nation, in collaboration with PMI Mortgage Insurance Co., established a
homeownership program, the Chuka Chukmasi (“Beautiful Home”) Loan Program.  It is initiated to provide
homeownership opportunities to Chickasaw citizens living within the State of Oklahoma by offering
homeownership loans with low down payments and no income limits.  The program allows the Chickasaw
Nation to provide assistance in the form of a second mortgage loan for down payments, closing costs,
reserve requirements, and/or permanent interest rate buy down.
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Recognition for Rental Housing Program Initiative

Red Lake Band of Chippewa
Red Lake Reservation Housing Authority
Red Lake, Minnesota

The Red Band of Chippewa established their rental housing program to offer “better than average” housing
to carefully selected single families.  This program, the Red Lakes Home II Project , consists of single
family homes, and is unique in that the families are responsible for the management and maintenance of
the homes.  The project is undertaken using both NAHASDA funds and Low Income Tax Credits.

Oti Kaga, Inc. – Cheyenne River Sioux Indian Reservation
Eagle Butte, South Dakota

Oti Katga, Inc. established their rental housing program to increase both the quality and stock of housing in
the community and to promote higher education.  This program, South Main Apartments, is a 20-unit
multifamily rental housing project financed through U.S. Department of Agriculture funds, Low Income
Housing Tax Credits, as well as other private funds.  It serves both families and students and provides
support to the Cheyenne River Community College and Presentation College – Lakota Campus.

AVCP Housing Authority
Bethel, Alaska

In February 1999, the AVCP Housing Authority established their rental housing program, Lulu Heron
Congregate Home in Bethel, Alaska – a 16-unit congregate home.  Its purpose is to provide a quality
assisted living facility for low income, elderly residents.  This program allows elders to remain in the
community, near their families, and to continue their traditional ways of life.  Lulu Heron is a congregate
home, in which all residents must be at least 62 years of age or disabled; it is similar to assisted living
facilities.  The day it opened, Lulu Heron had every room (of the 16 units) rented and a waiting list.

Kodiak Island Housing Authority
Kodiak, Alaska

In 1998, the Kodiak Island Housing Authority established their rental housing program with the intent to
promote higher education among Native Americans in Alaska. The Housing Authority saw an opportunity to
transition NAHASDA funds into rental assistance for students.  Since most students must leave Kodiak
Island to attend institutions of higher learning, a program was needed to assist them with housing costs
while they are in school.  Now students can afford to live off campus and attend schools that they might not
have been able to attend previous to the program establishment.
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Salish & Kootenai Housing Authority
Pablo, Montana

The Salish & Kootenai Housing Authority established its rental housing program, the Felsman Addition,
which consists of 20 units of rental property.  This program is the first Tax Credit project in the State of
Montana created by an Indian Tribe.
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U.S. Department of Housing and Urban Development

Office of Public and Indian Housing

DEPOSITORY AGREEMENT

This Agreement, entered into this _____ day of __________________, 19____,

between _________________________________________________________

(herein called the “Recipient”),  [a [federally recognized or state recognized]

Indian tribe; an Indian Housing Authority created under [tribal or state] law; or an

entity created under [tribal or state] law providing for housing authorities or

housing entities for Indians]

and __________________________________________________________

(herein called the “Depository”) located at

______________________________________________________________.

Witnesseth:

Whereas, the United States Department of Housing and Urban Development
(herein called “HUD”) has entered into one or more grant agreements (herein
called NAHASDA Grant Agreement”) with the Recipient for the purpose of
funding affordable housing activities under the Native American Housing
Assistance and Self-Determination Act of 1996 (25 U.S.C. 4101 et seq.) (herein
called “NAHASDA”);

Whereas, the Recipient may borrow funds for affordable housing activities which
HUD guarantees under the Title VI of NAHASDA pursuant to a guarantee
agreement (herein called “Guarantee Agreement”);

Whereas, the Recipient is required to hold funds for investment in an account
subject to an agreement in a form prescribed by HUD; and
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Whereas, the Recipient may only invest in the following (herein collectively
called “Securities prescribed by HUD”): obligations of the United States;
obligations issued by United States Government sponsored agencies; securities
that are guaranteed or insured by the United States; mutual (or other) funds
registered with the Securities and Exchange Commission and which invest only
in obligations of the United States or securities that are guaranteed or insured by
the United States.

Now Therefore, in consideration of the mutual covenants hereinafter set forth,
the parties hereto agree as follows:

1.  The deposits and accounts of the Depository shall continue to be insured by
either the Federal Deposit Insurance Corporation or the National Credit
Union Share Insurance Fund.

2.  All monies deposited by the Recipient with the Depository shall be credited to
the Recipient in a separate interest bearing deposit or interest bearing
accounts, designated:   [enter account name(s) and/or account
number(s)]___________________________________________________
(herein called the “Accounts”).  Any portion of Recipient funds not insured by
a Federal insurance organization shall be fully (100%) and continuously
collateralized with specific and identifiable Securities prescribed by HUD.
Such securities shall be pledged and set aside in accordance with applicable
law or Federal regulations.  An independent custodian or an independent
third party shall have possession of the securities on behalf of the Recipient
as bailee (evidenced by safe keeping receipt and a written bailment for hire
contract) for the full term of deposit.  The Depository may substitute other
Securities prescribed by HUD as collateral to equal or increase the value.  If
Recipient is an Indian tribe or an agency of an Indian tribe, the collateral
shall be in United States bonds and otherwise as may be prescribed for
public funds by the United States Secretary of the Treasury.

3.  Except as stated in paragraph 5, the Depository shall honor any (a) check or
other order to pay from the Accounts, or (b) directive to purchase Securities
prescribed by HUD with monies from the Accounts or to sell the securities, if
such order or directive is in writing and signed on behalf of the Recipient by
an authorized representative who is designated by resolution of the
governing body of Recipient to have such authority.  To assist the Depository
in its obligation, the Recipient shall furnish the Depository with a certified
copy of the resolution.
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4.  Any securities received for the Recipient or purchased by the Depository with
monies from the Accounts shall be considered to be a part of the Accounts
and shall be held by the Depository in safekeeping for the Recipient until
sold.  Interest on such securities and the proceeds from the sale thereof shall
be deposited in the Accounts upon receipt.

5.  If the Depository receives written notice from HUD that no withdrawals by the
Recipient from the Accounts are to be permitted, the Depository shall not
honor any check or other order to pay from the Accounts or directive to
purchase or sell securities, or permit any withdrawals by the Recipient from
the Accounts until the Depository is authorized to do so by written notice from
HUD.  In addition, upon written demand from HUD, the Depository shall pay
to HUD funds from the Accounts, which may be the entire amount in the
Accounts.  HUD may only demand funds in accordance with the requirements
of 24 CFR §1000.538 or in the event of default pursuant to the Guarantee
Agreement.

6. The Depository is not obligated to be familiar, and shall not be charged, with
knowledge of the provisions of the NAHASDA Grant Agreement and
Guarantee Agreement, and shall be under no duty to investigate or
determine whether any actions taken by either the Recipient or HUD in
respect of the Accounts are consistent with or are authorized by the
NAHASDA Grant Agreement or Guarantee Agreement or whether either the
Recipient is in default or noncompliance with the NAHASDA Grant
Agreement or Guarantee Agreement.  The Depository shall be fully justified
in accepting and acting on, without investigation, any certificate, notice, or
demand furnished to it pursuant to the provisions of this Agreement and
which the Depository shall in good faith believe to have been duly authorized
and executed on behalf of the party in whose name the same purports to
have been made or executed.

7.  The rights and duties of the Depository under this Agreement shall not be
transferred or assigned by the Depository without the prior written approval of
the Recipient and HUD.  This Agreement may be terminated by either party
hereto upon thirty days written notice to the other party, and HUD.  The rights
and duties of the Depository hereunder shall not be transferred or assigned
nor shall this Agreement be terminated during any period in which the
Depository is required to refuse to permit withdrawals from the Accounts as
provided in paragraph 5.

8.  HUD is intended to be a third party beneficiary of this Agreement and may
sue to enforce its provisions and to recover damages for failure to carry out
its terms.
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9.  The Depository shall promptly notify the Recipient of the deposit or credit of
any monies to the Accounts.

10.  The provisions of this Agreement may not be modified by either party without
the prior written approval of HUD.

11.  (For use only in those states that have laws prohibiting the Recipient from
implementing paragraph 2.)

At no time shall the Recipient’s funds in the Accounts be permitted to exceed
the amount insured by federal deposit insurance (herein the “Insured
Amount”).  At any such time as the amount of funds in the Accounts reach the
Insured Amount, whether by the accrual of interest or otherwise, the
Depository shall promptly, as directed by the Recipient, and in an amount
sufficient to limit the funds in the Accounts to the Insured Amount, either:  (a)
remit payment to the Recipient, or (b) on behalf of the Recipient, purchase
Securities prescribed by HUD.  Such securities shall not be considered to be
a part of the Accounts pursuant to paragraph 5 hereof but shall be held by
the Depository as custodian or trustee for the Recipient in a separate
account established for that purpose by the Depository (herein the
“Securities Account”).  The Securities Account shall be designated:
[enter account name and/or account number]  
___________________________________________________________
Income or other proceeds from securities held in the Securities Account shall,
as directed by the Recipient, upon receipt, be paid to or on behalf of the
Recipient; provided, however, that such proceeds shall, to the extent
consistent otherwise with the provisions of this section, be deposited in the
Account.  If the Depository receives written notice from HUD pursuant to
paragraph 6 hereof that no withdrawals by the Recipient from the Account
are to be permitted, the Depository shall not honor any directive from the
Recipient to sell securities, or permit any withdrawals  by the Recipient, from
the Securities Account until the Depository is authorized to do so by written
notice from HUD.  During the pendency of such restrictions on the Account
and the Securities Account, the Depository, except as directed in writing from
HUD, shall not remit any payment to the Recipient for the purpose of limiting
the amount of funds in the Account to the insured amount but shall instead
purchase Securities prescribed by HUD and hold such securities in the
Securities Account.

NOTE:  Strike paragraph 11 if not applicable.
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In Witness Whereof, the Recipient and the Depository have caused this
Agreement to be executed in their respective names and their respective seal to
be impressed hereon and attested as of the date and year first above written.

______________________________
Recipient

By:  __________________________

Title:  __________________________
Authorized representative

[SEAL]
ATTEST:

______________________________
Depository

By:  __________________________

Title:  __________________________

[SEAL]
ATTEST:
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HUD OFFICE OF NATIVE AMERICAN PROGRAMS
TECHNICAL ASSISTANCE PRODUCTS SUMMARY

MODEL HOUSING CODE

The model housing code is the second housing code technical assistance piece that HUD has
developed.  The first housing code, which was published in 1996, provided tribes with sample
documents needed to undertake lending in Indian country, including sample mortgages and
tribal resolutions.  This second set of model housing codes focuses on development.  It will
provide tribes with sample legal codes which can be enacted and then used by tribes to manage
their development efforts.  The sample codes cover the following areas:

o Land use;
o Zoning; and
o Building standards.

It is important that tribes consider the implementation of these types of development-related
housing codes as they begin to build new homes and encourage economic development.  The
land use standards, in conjunction with the zoning codes, will help tribes to better plan
development on their land by organizing the types of construction that can occur in a given area.
For example, the zoning standards can help tribes to carve out areas targeted for commercial
development within their tribal jurisdiction and thus can help foster a vital economic center.
Building standards are critical to the creation of new units as they enable the tribe to determine
the minimum quality that it expects in any new home.  Of course, this helps to ensure that units
are more safe and sound for tribal families.

The model development-related codes have been collected from existing codes created by
tribes from across the nation.  The model then provides tribes with an overview of how these
sample existing codes can be modified to meet the needs of individual tribes.

If you are interested in receiving a copy of the model housing code, please fill out the attached
form and hand it in at the Summit or fax it to your representative at your Area Office of Native
American Programs.  In addition, the model codes will be available on-line at
http://www.codetalk.fed.us.  It is anticipated that the final version of the model housing code will
be available by early May.
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SIDE BY SIDE GUIDE

Have you ever tried in vain to find an answer to a particular NAHASDA eligibility question and
just not known where to look?  Well, help is on the way.

The NAHASDA Side by Side Guide is a new technical assistance resource which will help tribes
to work with the NAHASDA statute and regulations.  It provides a topic by topic comparison of
the regulations and the statute and explains key elements of each section of each major
requirement.  This comparison will enable Indian housing practitioners to rapidly find information
on key program elements.

In addition, the NAHASDA Side by Side Guidebook acts as a desk reference manual by
containing copies of the regulations and guidances for the other federal requirements which
may be imposed upon projects when NAHASDA funds are used.  The Side by Side Guide
includes appendices on:

o All of the NAHASDA Guidance Bulletins;

o Section 184 Regulations;

o Indian Civil Rights Regulations;

o Indian Preference Regulations;

o Indian Business Grants Regulations;

o Section 3 Regulations;

o Government Debarment and Suspension and Government Wide Requirements for
Drug Free Workplace;

o Procurement and Conflict of Interest Regulations;

o Age Discrimination Act of 1975;

o Lead Based Paint Regulations;

o Section 504 Rehabilitation Act of 1975 and applicable regulations;

o Environmental Review Requirements;

o Davis Bacon Labor Standards Regulations;

o Uniform Relocation Assistance and Real Property Acquisition Statute and
Regulations;

o Hearings Procedures Regulations; and

o OMB Circulars.

Finally, the guide also provides a listing and e-mail addresses of other useful sources of
program information.   It highlights the types of information that may be available from these
sources.

If you are interested in receiving a copy of the Side by Side Guidebook, please fill out the
attached form and hand it in at the Summit or fax it to your representative at your Area Office of
Native American Programs.  In addition, the Guidebook will be available on-line at
http://www.codetalk.fed.us.  It is anticipated that the final version of Side by Side Guide will be
available by early May.
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INDIAN HOUSING DEVELOPMENT MODELS

Many tribes are beginning to consider new methods for delivering housing to tribal members.  In
the past, some tribes primarily focused solely on creating low rent and lease purchase (Mutual
Help) homes.  With the implementation of NAHASDA, however, tribes have many more
opportunities to create a wide variety of housing types using a range of financing methods.

The Indian Housing Development Models provide tribes with the basic background information
needed to begin the process of designing new programs under NAHASDA.  The models are
broken into chapters which provide: an overview of the specific type of program contained in
that particular model; a description of the relevant program rules and regulations; and a
discussion of key implementation and administration issues related to that type of program.  The
models have been designed to help the housing staff and leaders of tribes, TDHEs and Indian
housing authorities to select which programs to implement and then begin the planning and
decision-making process for those programs.

The Indian Housing Development models cover the following topics:

o Indian housing planning;

o Homeownership;

o Rental housing;

o Tenant based rental assistance;

o Construction management;

o Housing finance;

o Property and asset management; and

o Financial management.

If you are interested in receiving a copy of the Indian Housing Development Models, please fill
out the attached form and hand it in at the Summit or fax it to your representative at your Area
Office of Native American Programs.  In addition, the Models will be available on-line at
http://www.codetalk.fed.us.  It is anticipated that the final version of the Indian Housing
Development Models will be available by early May.
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ONAP ON-LINE TRAINING

Training is crucial when staff are ready to implement a new or complicated program.  Yet, it can
be difficult to carve out the time and money to attend an in-person session.  In addition,
sessions are not always offered at the time and location that works best for staff.  A new type of
training – on-line training-- can begin to address these concerns.  On-line training is comprised
of computerized lessons which the user (trainee) can access on the internet.  It provides many
benefits, including allowing the trainee to learn at his or her own pace and to stop and start the
training at will.

In order to take advantage of the opportunities presented by this new type of training, ONAP
has created ONAP On-Line Training.  This training covers key topics of interest to tribes, Indian
housing authorities, and TDHEs, including:

o Homeownership;

o Construction management;

o Housing finance; and

o Property and asset management.

Future modules are planned on monitoring and self-assessment and on procurement.
Additional topics may be added in the future, as needs are indicated by tribes.

The ONAP On-Line Training will be accessed through HUD’s Codetalk website.  Once at
Codetalk, trainees will click on a button entitled “ONAP On-Line Training”.  This will
automatically load the needed software onto the user’s computer and will bring up the
welcoming menus of the system.  The ONAP On-Line Training has the following features:

o In-depth information on the above-noted topics with accompanying pictures and
graphics;

o A Challenge Review (self test) at the end of each major module;

o The ability to start with any module and quickly move between modules; and

o “Hot links” to other websites and useful information.

As noted above, the On-Line Training will be available on-line at http://www.codetalk.fed.us.
Any HUD grantee with internet access and a Windows 95 compatible machine will be able to
access and use this system.  However, if you do not have this type of system, you may also
order the training on CD-ROM.  If you are interested in receiving a copy of the training on CD-
ROM, please fill out the attached form and hand it in at the Summit or fax it to your
representative at your Area Office of Native American Programs. It is anticipated that the final
version of the ONAP On-Line Training will be available by mid May.
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HUD OFFICE OF NATIVE AMERICAN PROGRAMS
TECHNICAL ASSISTANCE PRODUCT ORDER FORM

NAME:

TITLE:

ORGANIZATION:

ADDRESS 1:

ADDRESS 2:

CITY/STATE/ZIP

E-MAIL:

Please mail me a copy of the following TA products when they become available (check any that apply):

o Model Housing Code – Land Issues

o Side by Side Guidebook

o Indian Housing Development Models

o ONAP On-Line Training CD-ROM

Please drop this form in the box at the registration table at the Summit or fax or mail it to your
representative at your Area Office of Native American Programs



HUD’S OFFICE OF NATIVE AMERICAN PROGRAMS IS PLEASED TO ANNOUNCE

ONAP is committed to working in partnership with tribes, tribally designated housing
entities and Indian housing authorities to ensure the effective and innovative
implementation of Indian housing programs, including the Indian Housing Block Grant
under the Native American Housing Assistance and Self Determination Act of 1996.  In
order to assist tribes and TDHEs in the process, ONAP has created The Tribal TA and
Training Center.

The Tribal TA and Training Center will be a central resource for tribes, TDHEs, and
Indian housing authorities on key issues in the planning, development and management
of housing.  Tribes, TDHEs and Indian housing authorities will be able to contact this
“virtual center” and:

o Find out about up-coming training sessions at locations across the country;

o Request on-site technical assistance;

o Suggest topics for new training sessions; and

o Learn about new written TA products and guidebooks.

Tribes, TDHEs and Indian housing authorities will be able to contact the TA and Training
Center through http://codetalk.com, ONAP’s website.  In addition, each Area Office of
Native American Programs has a HUD TA and Training Committee member.  You can
learn more about the Tribal TA and Training Center by calling your program
representative or by calling the Area ONAP TA and Training Committee member.  A
contact list of TA and Training Committee members will be distributed soon.  The Tribal
TA and Training Center will also periodically send out information materials letting you
know about planned training and conference events.

TRAINING

ONAP has planned a number of large-scale national training seminars for the coming
year.   The nationwide training sessions will be focused on issues of importance to
tribes, TDHEs and Indian housing authorities across the country.  These sessions will be
held at central locations across the country and tribes, TDHEs and Indian housing
authorities will be invited to attend any session of their choosing.  A calendar of planned
nationwide training sessions will be distributed through the Tribal TA and Training Center
over the next several months.

In addition to these national training sessions, the Tribal TA and Training Center will
offer locally-based training sessions.  These local sessions will be arranged by your
local Area Office of Native American Programs and will be designed to specifically focus
on training that is needed in your particular part of the country.  These sessions will tend
to be smaller in size and will be marketed to only the tribes/TDHEs/IHAs in that part of



THE TRIBAL TA AND TRAINING CENTER

2

the country.  For example, assume that the development of energy efficient homes is a
very important concern to entities in Alaska.  The Anchorage ONAP Office could elect to
plan a session for tribes/TDHEs/IHAs in Alaska highlighting new construction and
rehabilitation technologies that improve energy efficiency.   These types of sessions will
be planned on an as-needed and requested basis, given topics identified by ONAP staff
and tribes/TDHEs/IHAs.

Finally, ONAP plans to offer on-site training sessions for particular tribes.  These on-
site training sessions will be designed to provide very specific training to small groups of
staff from a particular tribe or to groups comprised of staff from neighboring tribes.  The
training sessions would be held in tribal locations, such as in conference or training
rooms at the tribal housing office.  These on-site training sessions will tend to be less
formal but more focused on the specific needs of the individual tribe or tribes.  For
example, if a given tribe wants to start a Section 184 homebuyer program but does not
know how to set up the needed legal and programmatic infrastructure, a small training
session might be arranged to help them learn more about the program and examine its
implementation at their tribe.  Tribes/TDHEs/IHAs can request this type of on-site
training through the Tribal TA and Training Center methods described above.  Training
sessions will be scheduled based upon the availability of TA resources and materials on
that topic and on ONAP’s assessment of the training need.

TECHNICAL ASSISTANCE

Technical Assistance or TA is the provision of direct information to a tribe, TDHE or IHA.
TA can take many forms, ranging from:

o Site visits from qualified technical professionals who work with tribal staff to
address a specified issue or concern;

o Provision of technical information through another medium such as
guidebooks, web-based materials, teleconferences, etc; or

o Group discussion sessions, where a small group of tribal/TDHE/IHA and HUD
staff work together to solve a problem.

This approach to TA represents a radical departure from TA efforts of the past.  No
longer will TA be offered only to tribes who are working to correct deficiencies.  TA will
now also be offered to tribes who are functioning just fine but who are looking to try
innovative approaches and need some technical guidance to make it happen.  In
addition, TA will no longer solely focus on long term engagements.  Instead tribes will be
able to request very specialized services for just a few days.

For the coming year, the Tribal TA and Training Center has a number of TA options
planned.  Through their Area Office of Native American Programs, tribes/TDHEs/IHAs
can request technical assistance.  In addition, the Area ONAP will work to identify TA
needs within their region.  Once identified, ONAP staff will work closely with the TA
recipient to define the scope of work and ensure the success of the TA.
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Technical assistance will be available on a wide variety of topics, such as:

o Housing finance;

o Organizational development;

o Maintenance and property management;

o Financial management; or

o Homebuyer services such as housing counseling.

Obviously, this is only a sample of the many types of TA that are possible.  The Tribal
TA and Training Center will be developing a bulletin on the many types of possible TA
and on how tribes/TDHEs/IHAs can access these services.

IMPLEMENTING THE TRIBAL TA AND TRAINING CENTER

In order to find out what YOU want from the TA and Training Center, HUD will hold tribal
partnering meetings over the next several months.  These meetings will be facilitated
sessions where tribes, TDHEs, and IHAs should feel free to express their needs for
training and TA and make suggestions for new sessions or TA options to be created.
These partnering meetings will be held with groups of housing staff and tribal leaders
throughout Indian country.   Over the next several  months, you will receive a letter
requesting that you attend a partnering session.  Please plan to join us and tell us how
you want the TA and Training Center to be implemented.

The Tribal TA and Training Center offers a new opportunity to work together to create
new ways of bringing cost-effective, culturally sensitive affordable housing to Indian
families.  ONAP looks forward to working with you to achieve this goal.

ONAP anticipates that the Tribal TA and Training Center will be up and running by June,
1999.
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One-Stop Mortgage Centers:
Building Local Capacity to Promote Homeownership in Indian Communities

(3/29/99 DRAFT)

EXECUTIVE SUMMARY

In response to the Executive Memorandum of August 6, 1998,  President Clinton
directing the Secretaries of Housing and Urban Development and the Treasury to promote
homeownership in Indian country, this draft report summarizes the recommendations of the One-
Stop Mortgage Center Initiative task force.  It identifies barriers that limit homeownership
opportunities in Indian country, makes recommendations for actions to address the barriers, and
presents a plan to implement the recommendations.   Following a further round of consultations
with tribal governments and others, the Administration will determine how it can most effectively
respond to these recommendations over the next year.  The task force will issue its final report to
the President by May 2000.

The One-Stop Mortgage Center Initiative task force developed these recommendations
through four national work groups and two local pilot sites – one at the Navajo Nation and the
other at the Oglala Sioux Nation.  The task force researched barriers to mortgage lending in four
areas:  variances in federal programs, land issues, creditworthiness and education issues, and the
need for private providers.  The work groups included representatives from the federal
government, tribal governments and the private sector.

The intent of this initiative is to increase the capacity of Indian communities to support
private mortgage markets through tribal self-determination.   The task force seeks to achieve this
goal by recommending that the federal government explore options for financing one or more
national Native American homeownership intermediaries.  Other recommendations include:

A. REINVENT THE MORTGAGE LENDING PROCESS IN INDIAN COUNTRY

1. Develop and distribute mortgage process flow chart.

2. Standardize documents for federal loan programs.

3. Streamline the approval process for tribes to provide their tribal members access to loan
programs.

4. Develop streamlined realty review standard for mortgage loans in Indian country.

5. Develop streamlined credit review standard for mortgages secured by allotted land
(individual trust).

6. Standardize “median income” definition for federal loan programs.
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7. Streamline environmental reviews for of homeownership programs.

8. Expedite the process to obtain homesite leases of trust land.

9. Protect trust status of  individual trust land used as collateral for mortgage loans.

10. Minimize barriers to homeownership caused by “fractionalization.”

11. Expedite the processing of Title Status Reports.

12. Assess options for improving the federal housing loan guarantee products.

Tribal Reinvention Issues

1. Streamline tribal process to obtain homesite lease on tribal trust land.

2. Provide technical assistance to tribes interested in promoting land-use planning.

3. Provide technical assistance and resources for tribal governments that would like to
enhance their legal infrastructure.

B. CATALYZE THE PRIVATE MORTGAGE MARKET

1. Improve training and outreach to lenders and tribes regarding mortgage lending programs.

2. Improve the appraisal process for housing in Indian Country.

3. Promote the development of private real estate markets in Indian country.

4. Increase the availability of title insurance and homeowners insurance on Indian land.

5. Ensure that all benefits of homeownership, such as home equity loans, reverse mortgages,
and mortgage financing, are available to homeowners on Indian land.

6. Promote greater involvement of the secondary market participants in Indian country.

7. Promote greater involvement of lenders in Indian country.

8. Determine the feasibility of an Individual Development Accounts program for Indian
country.

C. ENHANCE  INSTITUTIONAL DEVELOPMENT FOR INDIAN COUNTRY

1. Build capacity at the local level to support a private mortgage market in Indian country.
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2. In cooperation with other funders, explore options for financing one or more Native
American national homeownership intermediaries.

D. FACILITATE EDUCATION AND INFORMATION DISTRIBUTION

1. Develop curricula for homeownership and financial literacy education in Indian country.

2.  Establish mechanism for marketing and disseminating educational products and programs.
 
3.  Establish a national resource center at an Indian-based organization to serve as a
clearinghouse for information.
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PART I -- INTRODUCTION

For many years, American Indians and Alaska Native communities have encountered
barriers to financing for homeownership in Indian country.  Residents of Indian reservations
seeking to acquire mortgage loans are required to obtain approval from federal, tribal, and local
agencies as well as private providers1 in disparate locations.  Those entities have been operating
with little, if any, coordination making it significantly more difficult for residents to obtain
financing for homes on an Indian reservation.  In addition, private lenders must learn to work with
issues stemming from trust land status, such as using a leasehold interest as collateral for a
mortgage, and they must become familiar with tribal governments and laws.

A. Executive Memorandum

To address these problems, President Clinton issued an Executive Memorandum on
August 6, 1998, directing the Secretaries of Housing and Urban Development (HUD) and
Treasury to work together with local tribal governments and other federal agencies to streamline
the mortgage lending process on Indian reservations.  In response to the President’s Executive
Memorandum, HUD and Treasury, in consultation with the Department of Interior, created the
One-Stop Mortgage Center Initiative interagency task force. 2

This interagency task force, in partnership with local tribal governments, is providing the
umbrella leadership necessary to coordinate the activities of numerous federal and tribal agencies
to help make the mortgage process more user-friendly to consumers and more attractive to
private lenders.  The specific objectives of the initiative are to:

• Simplify the mortgage lending process in Indian country;
• Shorten the time periods for residents of Indian country to obtain a mortgage loan; and
• Increase access to government guaranteed/insured and conventional mortgages in

Indian country.

This report identifies barriers that limit homeownership opportunities in Indian
country, makes recommendations for actions to address the barriers, and presents an action plan
to implement the recommendations.  In addition, through a pilot program on the Navajo Nation
and another on the Pine Ridge Reservation, the One-Stop Mortgage Center Initiative will begin to
help bolster the local capacity of Indian communities across the country to promote a mortgage
lending market.  The initiative also recommends identifying sources of funding for one or more
Native American national homeownership intermediaries that would serve as a national resource
to support a network of Indian community-based organizations.

                                                       
1  “Private providers” could include lenders, contractors, appraisers, inspectors, insurance agents, surveyors,
architects, etc.

2  Jackie Johnson, HUD Deputy Assistant Secretary for the Office of Native American Programs, and Michael Barr,
Treasury Deputy Assistant Secretary for Community Development Policy, co-chair the initiative.
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B. Background

Last year, in the Executive Order on Consultation and Coordination with Indian Tribal
Governments, President Clinton explained:

Since the formation of the Union, the United States has recognized Indian tribes as
domestic dependent nations under its protection.  In treaties, our Nation has
guaranteed the right of Indian tribes to self-government.  . . .  Indian tribes exercise
inherent sovereign powers over their members and territory. . . .

Exec. Order 13084 (1998).  In 1790, Congress enacted the Indian Non-Intercourse Act prohibiting
anyone from acquiring land from Indian tribes without federal government approval.  In the early years
of the Republic, the President appointed commissioners to negotiate with tribes to acquire land through
treaties, which were ratified by the Senate.  The treaties also demarcated Indian reservation boundaries,
and under Federal law, the United States typically held legal title to reservation lands in trust for the
benefit of the tribe.  These lands are referred to as "tribal trust lands" and even today, they may not be
alienated without congressional consent.

In the 1880s, Congress enacted the General Allotment , which divided some reservation lands
among individual tribal members in 160 or 320 acre parcels, with other lands sold as surplus.  The
resulting individual allotments that were made to tribal members are now commonly referred to as
"individual Indian trust lands" or "individual allotted lands."  These lands may only be sold with the
approval of the Secretary of the Interior.  25 U.S.C. §§ 348, 462.

Many Indian reservations were dramatically reduced through "sales" of surplus lands over
Indian objections, fraudulent transactions involving individual allotments, or forced transfer of the trust
land into fee simple status, with subsequent loss through state tax sales.  During the Allotment period
from 1887 to 1934, American Indian landholdings in the lower 48 states dropped from 138 million
acres to 48 million acres, leaving most reservation Indians in poverty.  In 1934, the Indian
Reorganization Act halted further allotment of tribal lands.

Today, under that Act, the Indian Land Consolidation Act, and other legislation, tribal
governments are working to consolidate or rebuild the tribal land base to preserve reservations as
"permanent homes," in accordance with treaty pledges.  25 U.S.C. § 465; see e.g., Treaty with the
Sioux, Art. 15; 15 Stat. 635 (1868).  As the President explained at the White House "Building
Economic Self-Determination in Indian Communities" Conference on August 6, 1998, the treaties are
"solemn" pacts.  While our Nation "did not live up to its side of the bargain in the past, we can and we
must honor [those pacts] today and into that new millennium."

Outside of Indian country, private landholders throughout the United States hold title to their
land in fee simple status3, which simply means that the landowner holds both the legal and equitable
title to the land.  Accordingly, private landowners may mortgage or sell their land on their own

                                                       
3 In the state of Hawaii, however, Native Hawaiian lands are also often held in trust, with long-term leases
executed for development purposes.
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initiative.  The real estate market has grown up around such transactions, and is thriving in today's
climate of low-interest mortgage financing.

The creation of the federal government’s trust responsibility to Indian tribes began a century
before the modern real estate system was established.  As modern real estate transactions became more
dependent on the use of land as collateral and the free transfer of title between parties, the legal
restrictions associated with tribal and individual trust land became an impediment to potential
homebuyers in Indian country securing private mortgage financing.

To accommodate the policy of preserving Indian lands while also promoting homeownership,
in 1956 Congress authorized the Secretary of the Interior to approve mortgages of individual Indian
trust lands.  "For the purposes of any foreclosure or sale proceeding" under such a mortgage, the land
is treated as unrestricted fee simple land and may be foreclosed under applicable state or tribal law.  25
U.S.C. § 483a.  And, Congress recently authorized Indian tribes, with the approval of the Secretary, to
lease tribal trust lands for housing purposes for 50 year periods.  This enables individual residential
leasees to obtain leasehold mortgages.  Some tribes are now planning master leases for residential sub-
divisions in Indian reservation towns to reduce transaction costs for individual Indian homebuyers.

Yet, few reservation Indians are able to obtain mortgage loans on the private market.  Because
governmental approvals are required for mortgages of individual Indian lands and leases of tribal trust
lands, reservation Indians incur higher transaction costs to get a mortgage, and most realtors and real
estate financing agencies are not used to transacting business on Indian trust lands.  Accordingly,
federal mortgage and lending agencies must work together to make the most of guaranteed mortgage
programs, and seek to promote more private participation in the conventional home mortgage market
on Indian lands.

C. Homeownership in Indian Country

The U.S. Department of Housing and Urban Development is the lead federal agency
responsible for the provision of housing and community development assistance to Indian tribes,
and tribal members.  Although the Public Housing program was established in 1937 with the
enactment of the United States Housing Act, Indian tribes were not eligible for funding until
1961, when the Public Housing Administration (HUD’s predecessor agency) administratively
determined that Indian tribes had the legal authority to establish, pursuant to tribal law, Indian
housing authorities (IHAs) to develop and operate low-income housing projects on reservations
and other areas subject to tribal jurisdiction.  With  PHA/HUD  financial assistance, from 1961
until 1996 tribally and state created IHAs provided housing assistance for thousands of Native
American families though the Mutual Help Homeownership program, Turnkey III program, and
the Low Rent program.   The enactment of the Native American Housing Assistance and Self
Determination Act of 1996 (NAHASDA) (Pub.L.104-330)  transformed the way in which HUD
provides housing assistance to Indian tribes and Native American families.  Unlike the U.S.
Housing Act programs which were competitive grants going to IHAs, NAHASDA is an annual
formula based grant that goes directly to the tribes (or their tribally designated housing entity) for
a wide range of affordable housing activities.
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While federal and tribal public housing programs continue to play a vital role in providing
housing to very low-income residents in Indian country, the demand for homeownership through
private mortgage financing is growing.  Indian families that have found consistent, gainful
employment are exploring the possibility of homeownership because they can afford a better
quality home or because they have exceeded the eligibility requirements for federal or tribal
housing assistance.  These potential homebuyers also recognize the benefits of homeownership
such as the ability to accumulate equity in property that will appreciate over time.  In addition,
they are attracted by the opportunity to stabilize their housing costs and to benefit from tax
deductions that are not available to rental or mutual help participants.   This new demand for
conventional homeownership will continue to grow as tribal members increase their knowledge of
the benefits of homeownership, and tribal governments become more active in addressing
homeownership issues in their communities.

This development represents a shift in the concept of homeownership in Indian country.
In the past, Indian individuals generally relied on federal or tribal housing programs to obtain a
home, or they built homes themselves.  The prevalent view of  “homeownership” was having a
shelter, not an economic asset.  Because this traditional concept of homeownership continues to
exist in Indian country, public housing programs must continue to perform their functions.

The demand for homeownership through mortgage financing, on the other hand, is
becoming an important alternative.  As tribal economies grow, access to credit and financial
services need to improve.  A private mortgage lending market is a natural progression and has the
potential to help fuel economic stability on Indian reservations.  At this point, however, the
process a potential homebuyer must go through to obtain mortgage financing has thus far stifled
the market.  According to a recent Government Accounting Office study, lenders made only 91
conventional home purchase loans to Native Americans on trust land between 1992 and 1996.
Also, the 1997 Home Mortgage Disclosure Act data showed a one percent decline in home
purchase loans to Native Americans while the rate among all other ethnic groups increased.

The One-Stop task force partly attributes these low homeownership statistics to the
complex tribal and federal approval processes that are targeted for reform by this effort.
However, without job growth and income-producing entrepreneurial activities on Indian
reservations, homeownership will remain out of reach for many – regardless of the success of the
One-Stop Mortgage Center Initiative.  To help address this need for economic opportunities on
Indian reservations, the Departments of Commerce and Interior and the Small Business
Administration have developed a strategic plan for coordinating existing Federal economic
development initiatives for American Indians and Alaska Natives.

In addition, the Department of Treasury’s Community Development Financial Institutions
(CDFI) Fund is conducting a Native American study on lending and investment practices on
reservations and throughout the United States.  The study will identify barriers to private
financing, the impact of such barriers on access to capital and credit, and create strategies to
address these barriers for Native American populations on reservations.  The study will include
capital and credit needs for small and large businesses, consumer, and home mortgage lending.
Treasury will submit a final report to the President and Congress in the fall of 2000.
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Another issue which may affect the success of homeownership initiatives in Indian country
is the lack of physical infrastructure in some communities.  Because this issue falls outside of the
scope of the One-Stop Mortgage Center Initiative, the task force did not make specific
recommendations on how to address the need for infrastructure development.  Instead, the report
underscores the need for tribal governments to work with the appropriate federal agencies and
utilities providers to incorporate infrastructure development into their comprehensive land-use
planning efforts.

D. New Approach for Federal and Tribal Governments and the Private Sector

1. Federal Government Initiatives
 
 The One-Stop Mortgage Center Initiative task force has reviewed federal and tribal
processes and programs in order to compile the following recommendations that “reinvent”
government consistent with the principles of Vice President Gore’s National Performance Review
initiative.  In an attempt to create a federal government that works better and costs less, the
recommendations seek to avoid duplication of efforts and remove unnecessary requirements to
streamline the federal approval processes, including Department of Interior review processes.
The task force also recommends identifying incentives and outreach efforts to encourage the
private sector to fill gaps in the mortgage market in Indian country.  In addition, the task force is
seeking to provide information to tribal governments about how to leverage federal resources.

 
2. Tribal Governments’ Responsibilities

As the federal agencies take on challenging reforms and new initiatives to help streamline
mortgage lending in Indian country to improve the prospects of homeownership, tribal
governments must also take steps to better the process.  Their ability to do so may vary depending
on their level of economic development.  However, all tribes now have more flexibility and
resources to address homeownership issues with the Indian Housing Block Grant Program
authorized by the Native American Housing and Self-Determination Act of 1996.

As tribes build their capacity to support mortgage lending, they should consider addressing the
following areas.  First, tribal governments must help to educate their members that, along with the
many benefits of homeownership, come the responsibilities of being a loan customer.  By
facilitating the development of intermediaries that provide homeownership counseling and
important resources about how to enter the mortgage market, tribal governments can help their
tribal members meet those responsibilities.  Second, tribal governments should seek to create a
business environment in which private providers are able to furnish the services necessary to
support a private mortgage market. In some cases, this may involve a financial commitment to
establish a downpayment assistance program or a reserve fund to repurchase property in the event
of a default.  They should also review their policies and laws governing the mortgage lending
process in their communities and seek to remove unnecessary barriers to privately financed
homeownership.
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Third, tribal governments should develop and enhance their legal infrastructure to ensure that
the appropriate laws and ordinances are in place to support the market.  Finally, tribal
governments should ensure that their communities have the adequate physical infrastructure
necessary to support housing development, including roads, power, water, and sewer systems.
Though tribal governments may not fund these infrastructure projects, their tribal members will
benefit from tribal leadership to coordinate their development.  Finally, tribal governments

Each of these initiatives must originate from within tribal governments.  While the task
force seeks to provide assistance to tribal governments in developing these systems to support a
mortgage market, as sovereign nations, tribes must determine what would best serve their
members and communities.

3. Private and Nonprofit Sector Involvement

Along with federal agencies and tribal governments, private sector lenders and nonprofit
organizations have a role to play in the development of an environment conducive to stimulating
private financing.  First, they can assist tribes in the development and distribution of
homeownership counseling materials for their members through the creation of intermediaries.
Second, lenders and nonprofit organizations can reach out to tribes and tribal members with
whom they do business to educate themselves about the tribal market.  This relationship building
process will help to create a cooperative environment in which partnerships can lead to successful
lending strategies in Indian country.  Some perceived lending barriers may even dissipate once
private sector members learn more about the reservation market.  

Private lenders also have a third responsibility to articulate clearly to tribal officials their
legal requirements for a business environment.  They should be flexible in the negotiations to
determine if existing tribal legal infrastructures meet those requirements without mandating
sovereign immunity waivers.  For example, if a tribal alternative to a standardized legal
requirement exists and provides the tribe adequate enforcement over defaults and foreclosures,
private sector lenders should consider accepting it.  By engaging in these proactive steps to
facilitate mortgage lending in Indian country, private sector participants can develop productive
business relationships with tribal governments and their members.

E. One-Stop Mortgage Center Initiative Process

1. Task Force Partners

 Since  the issuance of the Presidential Memorandum, federal agencies, tribal officials and
private sector representatives have been meeting to identify barriers in the mortgage lending
process in Indian country.  The federal partners include the Department of Agriculture,
Department of Housing and Urban Development, Department of Interior, Department of Justice
(Office of Tribal Justice), Department of the Treasury, Department of Veterans Affairs, Federal
Deposit Insurance Corporation, Federal Housing Finance Board, Federal Reserve System and
Neighborhood Reinvestment Corporation.  Private partners included Fannie Mae, Freddie Mac,
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National American Indian Housing Council, Amerind Financial Services Inc. and a variety of
lenders. Tribal partners included various tribal departments of the Navajo Nation and the Oglala
Sioux Nation.  A complete list of the task force partners is contained in Appendix A.

 
2. Task Force Work Groups

 
  The task force divided into four national work groups in order to identify specific barriers

and propose recommendations.  Work Group I – Federal Agency Cooperation and Coordination
addressed how to eliminate inconsistencies between federal mortgage programs.  Work Group II –
Land Issues explored how to remove barriers associated with using trust land as collateral for
mortgage loans.  Work Group III – Creditworthiness Issues researched and made
recommendations on the need for education to promote mortgage lending in Indian country.
Work Group IV – Need for Private Partners explored how to help develop a private mortgage
industry on Indian reservations.

 3. Tribal Consultations
 

 In accordance with President Clinton’s April 29, 1994 Presidential Memorandum on
“Government-to-Government Relations with Native American Tribal Governments,” HUD and
Treasury hosted a series of consultation meetings with tribal leaders to solicit feedback on
preliminary recommendations.  These meetings occurred in Arlington, Virginia; Washington, DC;
Portland, Oregon; Minneapolis, Minnesota; Phoenix, Arizona and Denver, Colorado.  At these
meetings, tribal officials emphasized the need for federal agencies to coordinate their roles in the
mortgage lending process.  They also encourage flexibility in federal programs to allow for the
development of innovative demonstration projects on the local level.  While tribal officials
appreciated federal efforts to identify additional resources and technical assistance programs, they
stressed the need for decision-making to remain at the tribal government level.  Specific
information discussed at these tribal consultation meetings will be forwarded to the
implementation groups formed as a result of the recommendations.

4. Local Pilots

In addition to the work groups at the federal level, local work groups at the Navajo
Nation and Pine Ridge reservations contributed to the report’s recommendations.   These pilot
programs are seeking to integrate reforms in the federal processes with private markets on the
local level. They served as the basis for determining the practicality of recommendations.  In its
final report, this initiative will summarize the results of the pilots so that other tribal governments
can benefit from their efforts and replicate their successes.  Appendix B presents the
recommendations of the Navajo Nation Local Work Group which are specific to the mortgage
lending process on the Navajo reservation.  Appendix C summarizes the activities of the Oglala
Sioux Nation at Pine Ridge.

PART II – RECOMMENDATIONS
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Since August 1998, the One-Stop Mortgage Center Initiative task force studied the
current status of mortgage lending in Indian country and consulted with tribal officials to develop
the following recommendations for increasing homeownership through mortgage financing in
Indian country.  These recommendations fall into four areas.  First, they suggest ways to
“reinvent” the mortgage lending process in Indian country.  Second, they present ideas about how
to catalyze the private real estate market on the national and local levels.  Third, they recommend
institutional development through the creation of national intermediaries that could support a
network of local capacity building entities.  Finally, the recommendations address the need for the
education of  potential homebuyers, tribal governments, private providers, and federal agencies.

A. REINVENT MORTGAGE LENDING PROCESS IN INDIAN COUNTRY

The task force examined the federal and tribal processes that make up the mortgage
lending process in Indian country with an eye towards eliminating unnecessary or duplicative
steps.  The recommendations regarding federal issues include plans for implementation with the
targeted completion dates indicated in parentheses.  Recommendations regarding the tribal
processes, on the other hand, are presented for the consideration of tribal governments.  Tribes
may choose to implement all or part of the proposals.  The suggestions are provided only to help
promote the private mortgage market in a tribe’s community – they are not mandatory.

Federal Reinvention Issues

1. Develop and distribute mortgage process flow chart.

Barrier:  On many reservations, potential homebuyers are unsure about the steps of the mortgage
lending process.  Private providers often encounter the same confusion.  The specific roles and
responsibilities of federal agencies in the mortgage lending process are unclear and inconsistent.

Recommendation

• The task force will appoint a subgroup to develop a process flow chart that would delineate
the roles and responsibilities of the agencies, tribes, and lenders and distribute the flow chart
to all federal staff in both national and field offices.  This flow chart should cover conventional
lending as well as federal direct, guaranteed, and insured loan programs.

• The Secretaries of all the relevant federal agencies should distribute the flow chart and provide
the training necessary to ensure that the process is followed.  Further training and outreach
could be performed with the tribes and private sector participants to expand their awareness
of the delineated process.

Implementation

Rural Housing Services will establish a subgroup with representatives from the BIA, HUD
(ONAP), a tribal representative and a lender.  This group will develop the flow chart of the
mortgage lending and approval process along with a plan to distribute it.   (July 1999)
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2. Standardize documents for federal loan programs.

Barrier:  Lending programs have varying requirements for leases.  This inconsistency may result in
tribal members using different documents for each federal housing loan or conventional lending
program.  It may also serve as a deterrent to private lenders participating in these programs.

Recommendations

• The federal agencies and secondary market providers will develop a uniform minimum lease
document that would be acceptable to all agencies for use with tribal trust land and trust
allotments within reservations.  Tribes could customize the lease as long as they maintained
the principles and protections contained in the lease.  This would enable tribal governments to
accept or amend one lease for participation in any of the federal or conventional
homeownership programs. Also, the agencies will also develop a uniform, interagency policy
for addressing local modifications to leases to accommodate tribal law and procedures.

Implementation

Rural Housing Service, in conjunction with VA, HUD, NRC, and Ginnie Mae,  is already
reviewing lease documents to develop the standard lease. The agencies will also consult with
Fannie Mae and Freddie Mac to determine if their concurrence is possible, and will submit the
standard lease to Interior for review.  The agencies should develop training material on the
documents to help tribes understand why certain provisions are necessary.    (May 1999)

3.  Streamline the approval process for tribes to provide their tribal members access to
loan programs.

Barrier: Federal agencies may have different requirements for tribal governments to meet to allow
their tribal members to use each federal program.  These inconsistencies may result in tribes
duplicating efforts by adopting different ordinances, eviction procedures, and legal agreements.

Recommendation:

• The federal agencies should develop a document outlining the parameters of a memorandum
of understanding that would be acceptable to all federal agencies and develop a process for an
expedited joint review of any exceptions.  This would enable tribal governments to develop
their MOU one time and know that once a single federal agency had accepted them, they
would be acceptable to all agencies.

• The federal agencies should also develop a model tribal ordinance(s) providing options and/or
parameters for tribal ordinances to address eviction and foreclosure procedures that would be
acceptable to all federal agencies.

• HUD, RHS and VA should establish an interagency agreement that allows tribes that meet the
requirements of one agency to use the housing loan guarantee programs of all three agencies.
HUD (ONAP) will maintain the list of approved tribes on the “Codetalk” website.
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• The Department of Veterans Affairs will explore options for a legislative amendment that
removes the existing statutory requirement that VA execute a memorandum of understanding
with an Indian tribe prior to members of that tribe obtaining a VA Indian loan product.

Implementation:

HUD will take the lead in drafting model legal documents for tribal governments to execute to
allow for tribal members’ participation in HUD, RHS and VA programs.   The agencies will also
consult with Fannie Mae, Freddie Mac, and Ginnie Mae to determine if their concurrence is
possible.  The Department of VA will assess options for the appropriate legislative amendment.
(May 1999)

4. Develop streamlined realty review standard for mortgage loans in Indian country.

Barrier: Mortgage loans secured by an interest in trust or restricted land may be subject to
up to three levels of review as a result of the fiduciary and/or trust responsibility of the
participating agencies.  This could result in confusion and lengthy delays.  Direct mortgage loans
from federal agencies must be approved by the federal agency making the loan and the
Department of Interior.  Guaranteed or insured mortgage loans must be approved by the federal
agency issuing the guarantee or insurance, the private lender making the loan, and Interior.
Conventional mortgage loans (i.e., loans without government guarantees or insurance) are
approved by private lenders and reviewed by Interior.  Tribal governments may also require their
approval of each of these loans.

Recommendations

• The federal agencies should work with the Department of Interior to develop one national
review standard that meets BIA requirements for the protection of the federal trust
responsibility to tribes and tribal members.  Participating agencies should assess the legal
ramifications and administrative feasibility of developing a process for the appropriate federal
agency to certify to Interior that the review standard has been met.

• The Department of Interior should develop a consumer guide that outlines its review process
for mortgage loan packages.

Implementation

HUD, Interior, and the Department of Justice will develop a national review standard and
procedures to expedite and streamline all mortgage loan approvals.  (May 1999)

5.  Develop streamlined credit review standard for mortgages secured by allotted land
(individual trust).

Barrier:  BIA has a trust responsibility to approve loan applications that use allotted land as
collateral for a mortgage.  Homebuyers may be unfamiliar with the rationale for the procedures
involved in this process.
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This trust responsibility to approve trust mortgages on allotted land should be distinguished from
Interior’s responsibility to review mortgage loan applications involving tribal trust and fee land,
described above.  The review of trust mortgages is similar to loan underwriting because Interior
has a trust responsibility to ensure that the trust status of allotted land is not unreasonably put at
risk.

Recommendations:

The BIA Central Office should provide guidance to BIA field offices regarding criteria for
reviewing credit applications on allotted trust land in order to ensure that the trust status of the
land is not unreasonably put at risk.

Implementation

The BIA, with assistance from the other federal agencies, will develop and distribute guidance to
Area Offices for reviewing credit packages for mortgages on allotted land.  (July 1999)

6. Standardize “median income” definition.

Barrier:   Federal housing loan programs available to American Indian and Alaska Natives have
inconsistent requirements for median income for participation.  In some cases, this does not give
tribes the flexibility to use a median level that is appropriate for their particular tribal service
areas.

Recommendation

Since the federal programs’ “median income” definition is determined by HUD’s statute, HUD
should assess the feasibility of allowing the option for tribes to use local or national median, as
defined by NAHASDA Section 4 (14), 25 U.S.C. 4103(14).

Implementation

HUD in cooperation with RHS will assess options for appropriate legislative amendments that
would allow for flexibility in the definition of “median income.”  (May 1999)

7. Streamline environmental review requirements.

Barrier:   If borrowers choose to use federal loan guarantee programs, they may be required to
meet certain environmental review requirements.  It is often time-consuming and confusing as to
which types of clearances are necessary, and costs may be significant.

In addition, depending on demand, the federal agencies may need additional resources to perform
the statutorily mandated environmental reviews.  If a tribal government elects to perform its own
environmental review under HUD’s Part 58, for example, the tribe may also require additional
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resources.

Recommendations

 Adopt uniform, streamlined environmental requirements for all Federal Indian housing loan
programs.
 
 Implementation
 
 HUD’s Office of General Counsel will organize a working group with the appropriate attorneys
from the BIA, HUD, RHS, VA, and the Council on Environmental Quality to review
environmental requirements for Indian housing loan programs.  The working group will present a
summary of the process and recommendations for improvements, including possible legislative
amendments and budget requests.  To assist tribes that opt to conduct their own environmental
reviews, the working group should identify possible sources of funding and technical assistance.
(July 1999)

8. Expedite the process to obtain homesite leases of trust land.

Barrier:  Generally, title to land on Indian reservations falls into three general categories: tribal
trust, individual trust (allotted) or fee simple land.  Each type of land presents a unique set of
challenges for residents and lenders to address.  Tribal and individual trust land can generally be
encumbered by mortgage loans through a homesite lease.  However, borrowers often encounter
lengthy delays in obtaining required approvals for homesite leases of trust land due to BIA and
tribal administrative procedures that were not originally designed to accommodate a private
mortgage market.

Recommendations

• The Department of Interior has recently implemented a policy that requires giving homesite
leases top priority for expedited review and approval not to exceed 30 days.   Interior has also
recommended that all Area Offices adopt the Aberdeen pilot for processing mortgage-related
requests.

Implementation

The Department of Interior is currently undergoing a comprehensive reform of its trust
management policies and procedures.  In the context of this review, the Department is
implementing the above recommendation. (July 1999)

9. Protect trust status of  individual trust land used as collateral for mortgage loans.

Barrier:  Individual trust land may be mortgaged and may be subject to lien and foreclosure
(unlike mortgages on tribal trust land which must be secured by a leasehold  interest in the land –
not the land itself).  However, Indian borrowers with individual trust land may be reluctant to
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mortgage their land because, in the event of foreclosure, the land leaves trust status and could
leave Indian ownership.

Recommendation

• The federal agencies should review each of their statutes to determine if when a mortgage
secured by an interest in individual trust land is foreclosed, and an Indian tribe or an individual
Indian purchases the property from the lender or federal agency, the land is deemed to have
continued in trust status.

• The Department of Interior should provide clarification of the process for foreclosure on
individual trust land contained in the federal statute (25 USC 483a) to ensure that Indian land
remains in trust or is automatically returned to trust status if an eligible Indian tribe or Indian
acquires the land upon default and foreclosure.

• The Departments of Justice and Interior should explore the necessity of legislation to provide
that when an Indian tribe or an individual Indian acquires land within an Indian reservation or
existing trust lands for residential purposes, the tribe or the individual Indian has the option of
converting the land into trust.

Implementation

The Department of Justice will work with HUD and Interior to review these issues to determine if
a legislative amendment is necessary.  (May 1999)

10. Minimize barriers to homeownership caused by “fractionalization.”

Barrier:  Because individual trust land is often conveyed to the descendants of allottees, the
number of  undivided interests in the resulting tenancy in common may make it difficult for
allottees to obtain the necessary clearance from the multiple owners of the land to use it for a
mortgage loan.  This issue may also affect a private lender’s opportunity to sell its interest in the
land in the event of foreclosure, adding to the lender’s reluctance to make mortgage loans in
Indian country.

Recommendations:

• Problems caused by “fractionalization” reach far beyond the mortgage lending market.  As a
result, Congress and the Department of Interior are seeking to address this issue through
comprehensive legislation.

• In order to minimize “fractionalization” barriers, the BIA should clarify its procedures for
allottees to partition a portion of their allotted land to be used as collateral for mortgage
loans.

Implementation
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The Department of Interior, with the support of the federal agencies, should consult with the
appropriate Congressional staff to explore possible options for legislation to address
“fractionalization” and its impact in the mortgage lending process. (May 1999)

11. Expedite the Title Status Report process.

Barrier: The Bureau of Indian Affairs maintains all title records of Indian land.  Therefore, when
borrowers or lenders want to record their interests in the land or obtain certification of clear title,
they must record documents or request Title Status Reports (TSRs) at the appropriate BIA Land
Records and Title Office.  The BIA title process is not comparable to private title recordation and
verification procedures.

Recommendations

• The Department of Interior is instituting the Trust Asset and Accounting Management System
(TAAMS) to implement a data clean-up and automation initiative that will allow Area Offices
to conduct their own title work and will generally provide better access to title records.
Through this reform, Interior will explore the feasibility of developing a tracking mechanism
that would allow the ability to provide reports on the time periods for processing mortgage-
related requests (including homesite lease applications, mortgage loan approvals and Title
Status Report (TSR) requests) to track improvements in processing times.

• The BIA has recently adopted a policy to expedite requests for TSR’s for mortgages.  BIA
field offices should indicate in their requests to the title plants that the TSR is for a mortgage
so that it can be processed within the 30-day time period.

Implementation

The Department of Interior plans to complete its TAAMs reform in all Area Offices by June 2000.
The reform will be implemented at the agency level by January 2001.  As discussed earlier, the
Department of Interior recently implemented a policy that requires giving TSR requests top
priority for expedited review within 30 days.

12. Explore improvements to the federal housing loan guarantee products.

Barrier:  Existing federal loan products available to Indian country may benefit from increased
flexibility and other enhancements.

Recommendation

• HUD should evaluate its homeownership loan programs for Indian country to ensure that the
programs are available on all land in Indian country including tribal trust, allotted and fee land.
HUD should clarify and provide any enhancements necessary to make its loan products more
successful, e.g., flexibility on the local level for the development of demonstration projects for
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affordable homeownership.  This evaluation should include the possibility of merging HUD’s
Section 184 and Section 248 programs.

Implementation

HUD, in consultation with USDA and VA, will oversee this reevaluation of the federal housing
loan guarantee programs.  (May 1999)

Tribal Reinvention Issues

The task force surveyed the existing mortgage lending process in Indian country and
found several barriers that prevented or slowed the process for tribal members trying to obtain
mortgages.  While most of these barriers existed in federal processes, some were as a result of
tribal processes.  To assist tribal governments in preparing their communities for mortgage
lending, the task force recommendations include suggestions that may be helpful to create a
reservation environment more conducive to mortgage lending.

Tribal governmental processes in need of streamlining may differ depending on the
circumstances of each tribe’s mortgage lending market.  The following key issues are presented
for illustrative purposes.  More specific examples of reforms that may be necessary at the local
tribal level are contained in the recommendations of the Local Working Groups at the Navajo
Nation and Pine Ridge pilot sites contained in Appendices B and C.

1. Streamline tribal process to obtain homesite lease on tribal trust land.

Barrier:  The process for obtaining a homesite lease from tribal governments can be lengthy and
burdensome, and often the process is unclear.

Recommendations

• Tribal governments should identify the steps in their review processes for mortgage loans and
eliminate unnecessary and duplicative steps.   They should also develop written manuals and
training for their land department offices to eliminate inconsistencies.

• Tribal governments should develop basic consumer guidelines for tribal members outlining the
steps and requirements of the homesite lease application process.

• The federal agencies should provide technical assistance to tribal governments to help them
review their internal land lease policies and procedures, and develop expedited processes for
residential leases and subleases.

2. Provide technical assistance to tribes interest in promoting land-use planning.
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Barrier:  It is time consuming and expensive for individual residents of Indian reservations to get
the necessary surveys, and environmental and archeological clearances necessary to obtain a
mortgage loan.  Also, some residential Indian communities lack neighborhood support services
such as schools, parks, retail stores, day care facilities, employment opportunities and
transportation systems.

Recommendations

• Tribal governments should develop expertise in land-use planning.   Through land-use
planning, tribal governments could designate areas for residential purposes, obtain the
necessary surveys and clearances in advance, and develop infrastructure necessary for housing
communities. Therefore, when a tribal member decided to build a home, the homesite lease
approval process would not be as cumbersome or expensive.

• The federal agencies should develop and distribute a compendium of federal resources
available for the purposes of land-use planning and developing zoning ordinances to promote
the creation of support services that help to foster permanent and sustained community and
economic development.

Implementation

The federal agencies will identify whether a Native American organization is willing to take a
leadership role in organizing a committee of tribal representatives to develop further
recommendations for tribal reforms to promote land-use planning and zoning in Indian
communities.

3. Provide technical assistance and resources for tribal governments that would like to
enhance their legal infrastructure.

Barrier:  Some tribes may need to enhance their legal infrastructure to support a private mortgage
lending market on their reservations.  For example, they may need to update housing codes that
address building, inspections or foreclosure, or they may need to expand tribal court systems.

Recommendations

• The federal agencies will compile their model codes (housing, building, foreclosure, probate,
etc.) and condense them into one consistent model document with options for tribes to
develop local laws and procedures.

• HUD will explore legislative and regulatory options to allow NAHASDA or CDBG funds to
be used by tribes to develop housing and community development related codes and code
enforcement programs.

• HUD will conduct national survey of tribal governments about their housing-related codes.
As an information clearinghouse, HUD will compile the codes and distribute them to all tribes.

• HUD will partner with the National American Indian Court Judges Association to provide
regional training for tribal court judges and court personnel on Indian housing law.
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• The Department of Justice’s Office of Tribal Justice will provide technical assistance and
grants to assist tribes in their efforts to develop tribal courts and to adopt laws to promote
homeownership.

Implementation

HUD (ONAP) will coordinate the implementation of the above recommendations.  (July 1999)

B. CATALYZE THE PRIVATE MORTGAGE MARKET

The task force researched barriers caused by the lack of private industry housing partners
such as real estate agents, financial institutions, appraisers, builders, contractors and services such
as title insurance and home owners insurance.  Task force members agreed that once a market for
home sales began to grow, a natural outcome would be activity on reservations by real estate
agents.  In the meantime, intermediaries that service Indian country may provide realtor-type
services.

1. Improve training and outreach to lenders and tribes regarding mortgage lending
programs.

Barrier: Lenders, tribes and partner organizations have difficulty learning about federal
programs, and federal agency representatives are unable to provide information on other federal
programs.

Government loan programs are available for the origination of home loans on tribal trust,
individual or allotted trust, and fee simple land in Indian country.  HUD offers two programs, the
HUD Office of Native American Programs’ Section 184 program and the HUD/Federal Housing
Administrations’ (FHA) Section 248 program.  Section 184 of the Housing and Community
Development Act of 1992 is a loan guarantee program for single-family Indian housing in an area
where an Indian housing authority or tribe is authorized to provide housing.  Section 248 of the
National Housing Act is an insurance program for single-family homes for Indian housing on trust
or otherwise restricted land.  The Department of Agriculture Rural Housing Service also
administers a loan product for Indian applicants titled Section 502.  In addition, the Department of
Veterans Affairs has a loan product for Indian veterans.

Additional loan programs and conventional loan products are available through secondary
market providers and private lenders.  Some private lenders have also developed special purpose
credit programs to help meet the mortgage credit needs in Indian country.

Recommendations

With HUD’s Office of Native American Programs as the lead, each federal agency with
any responsibility in the mortgage lending arena should designate an information coordinator who
will be responsible for ensuring the communication flow on programs and activities and will serve
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on an Information Committee.  The committee would also invite Fannie Mae, Freddie Mac,
Ginnie Mae, and other associations and interest groups to participate.

The committee would be charged with the development of a plan to expand lender and
tribal access to relevant information about the federal loan programs.  The committee should
explore using “Code Talk” as the central Internet link and ensure that an updated list of tribes and
designated housing entities are available for everyone’s information.

The committee should also develop at least two videos.  The first should be developed for
tribes and tribal housing organizations that would provide information on all federal programs and
clarify which programs work best in which markets and situations.  This video could be
distributed directly to the tribes and housing organizations.  In addition, federal staff could use it
to help describe other federal programs when they are making outreach or technical assistance
visits.  The second video would be targeted to lenders to explain the process of lending in Indian
country and the differences in the federal programs.  The video would also educate lenders about
tribal legal systems and trust land classifications.  The task force urges the committee to maximize
use of technology, including CD ROMs, and the Internet to ensure that the information available
is as up to date as possible.

Implementation

HUD (ONAP) will convene this Information Committee to design a lender and tribal
outreach program, which will provide information to all agencies that offer mortgage loan
products in Indian country and to financial institutions through industry contacts and mailing lists.
(December 1999)

2. Improve the appraisal process for housing in Indian Country.

Barrier:  It is difficult and expensive to obtain an accurate appraisal on housing located on an
Indian reservation due to travel costs to remote areas and lack of accurate comparable sales data.

Recommendations

• The federal agencies should establish an interagency Appraisal Working Group with
representatives from the appraisal industry to develop guidelines and technical assistance for
conducting appraisals in Indian country.

Implementation

HUD will organize an interagency One-Stop Appraisal Working Group.  Because FHA is
currently revising its Appraisal Handbook, which, for the first time, will include an “Indian Lands”
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chapter addressing how to conduct appraisals for FHA loan programs on tribal trust and allotted
land, the working group should use FHA’s new chapter as a basis for an interagency discussion.
(July 1999)

3. Promote the development of private real estate markets in Indian country.

Barrier:  There is a shortage of housing professionals such as appraisers, inspectors, general
contractors, and mortgage brokers in Indian country.

Recommendations

• The federal agencies should provide funding for the development of a continuing education
curriculum for licensed appraisers (both government agency and private sector) to address
how to determine the value of property on tribal trust and individual allotted land.  This
training curriculum could be based on the guidelines developed by the Appraisal Working
Group discussed above.

• The agencies will work with the American Indian Higher Education Consortium to develop
curricula to educate new private providers – appraisers, inspectors, contractors, mortgage
brokers – from within Indian country.

• The federal agencies should facilitate training for existing private providers interested in doing
business on Indian reservations.

• The federal agencies should explore partnerships with national trade associations to develop
technical assistance programs to train tribal entities interested in becoming mortgage brokers.
The training should include information about how tribal entities could get approved by the
FHA or other state or federal agencies as mortgage brokers.

Implementation

HUD and the USDA should assess funding requirements for the development and implementation
of:  1) a continuing education curriculum for appraisers,  2) curricula to educate new private
providers from within Indian country at tribal colleges and vocational schools, 3) training for
existing private providers, and 4) technical assistance programs for tribal entities interested in
serving as mortgage brokers.  (December 1999)

4. Increase the availability of title insurance and homeowners insurance on Indian
land.

Barrier:  While federal guarantee/insurance programs do not generally require title insurance,
some lenders and the secondary market prefer homebuyers in Indian country to obtain title
insurance policies, as is the practice off-reservation.  However, few title companies will issue a
title policy on reservation land.  In addition, it is difficult to obtain homeowners insurance on
reservations.
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Recommendations

• Federal agencies should work with a Native American-owned insurance pool, such as
Amerind Financial Services Inc., to explore the development of  title insurance and
homeownership insurance products specifically for Indian land.

• Interior and HUD should work with the American Land Title Association to educate title
insurance companies about doing business in Indian country and identify companies willing to
provide title insurance on Indian land.

• Interior should clarify its regulations that govern public access to title plant records to
facilitate private sector title searches.  Interior should also clarify tribal governments’ ability to
access title plants.

• Interior will clarify the legal standing of BIA’s certification of clear title.

Implementation

The Federal Housing Finance Board will convene a working group with representatives from
Interior, HUD, American Land Title Association, the secondary market providers and Amerind to
develop a strategy to implement the above recommendations.   (July 1999)

5. Provide all benefits of homeownership to homeowners on Indian land.
 
Barrier:   Homeowners in Indian country may not be able to obtain home equity loans, reverse
mortgages or mortgage refinances.
 
 Recommendation
 
 The federal agencies should assess legislative or regulatory options for removing restrictions
against these products so that as the mortgage lending market in Indian country grows, this type
of lending can develop.
 
 Implementation
 
 HUD (ONAP) will consider the options for appropriate legislative or regulatory amendments.
(May 1999)

6. Promote the involvement of the secondary market participants in Indian country.

Barrier:  Mortgage lending in Indian country should be linked to mainstream sources of capital
through the secondary markets.

Recommendation

• Ginnie Mae, which securitizes government-insured loans, as well as Fannie Mae and Freddie
Mac, which securitize conventional and guaranteed/insured home mortgage loans, should
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establish clear guidelines for acceptable origination, in consultation with tribal leaders and
local originators of such loans.

Implementation

The secondary market participants should make commitments to purchase reasonable home
mortgage loans in Indian country.  In addition, they should explore ways to make their programs
more attractive to lenders through higher servicing premiums and local support staff.  (July 1999)

7. Promote the involvement of lenders in Indian country.

Barrier:  In some areas, financial institutions make few mortgage loans in Indian country either
because of lack of knowledge about the opportunities to lend in Indian country or because of
impediments in the lending process.

Recommendation:

• The federal financial regulatory agencies should continue to provide information to financial
institutions about the range of opportunities for sound and profitable community and
economic development lending and investments in Indian country, including making home
mortgage and affordable housing loans, and provide information about how to overcome the
obstacles in the lending process.

• The federal financial regulatory agencies should provide information to tribal governments
about the opportunities for public involvement when a financial institution develops a strategic
plan under the Community Reinvestment Act (CRA) regulations.  They should also help to
educate tribal governments about the CRA examination process and the regulators’ practice
of contacting members of the community for input during exams.

Implementation:

The federal financial regulatory agencies should provide information to bankers about successful
models of mortgage lending on Indian reservations.  These agencies should also support, through
the provision of relevant educational materials and, if possible, speakers, the initiatives launched
by First Nations Development Institute, the National Association of Affordable Lenders, the
National Community Reinvestment Coalition, and the National American Indian Housing Council
to train Indian housing officials about working with financial institutions to develop opportunities
for sound and profitable community and economic development lending and investments in Indian
country.  (July 1999)

8. Determine the feasibility of an IDA program for Indian country.

Barrier:  The accumulation of assets and wealth is an essential element in helping individuals
achieve economic security.  Many potential borrowers in Indian country own insufficient assets to
enable them to qualify for homeownership or manage a mortgage.  However, they may have
difficulty saving enough for a downpayment for a mortgage.
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Recommendation

The accumulation of assets and wealth are essential elements in helping individuals achieve
economic security.  In addition to promoting general economic development, Individual
Development Accounts have been developed as a tool to address the challenge of asset creation.
IDAs are dedicated savings accounts that combine individual deposits with matched funds
provided by public and private sources.  IDAs offer potential borrowers a means to save for
expenses associated with purchasing and maintaining a home.  IDAs are held in local financial
institutions and managed by community-based organizations, and have been used to assist
individuals in establishing creditworthiness and qualifying for homeownership.

Implementation

The Department of Treasury will determine the feasibility of developing an IDA program
adapted for Indian borrowers and employed as a part of an overall strategy to build individual
assets in Indian country.  The program should be designed to assist in facilitating homeownership
opportunities for Indians who have income capacity to afford a reasonable mortgage payment, but
who do not have adequate funds for downpayments or closing costs.  (December 1999)

C. INSTITUTIONAL DEVELOPMENT FOR INDIAN COUNTRY

Barrier: Successful efforts to expand homeownership opportunities for low- and moderate-
income households depend on local organizations that can provide homebuyer education, assist in
securing mortgages, and develop and financing housing.  The success of these local organizations
depends on national or regional organizations providing technical assistance, financial support and
access to capital.  Such institutional capacity focused on serving Indian country, at the local,
regional and national level is currently limited and is a major impediment to expanding
homeownership in Indian country.  Significant growth of homeownership in Indian country will
depend on substantial, long-term investments in local, national or regional organizations.

1. Build capacity at the local level to support a private mortgage market in Indian
country.

Expanding home-ownership opportunities begins with local organizations that can serve as
advocates for potential buyers seeking to own their own homes.  Locally based, and familiar with
the unique cultural and economic characteristics of the communities they serve, these
organizations offer an array of critical services. They prepare families for homeownership, serve
as intermediaries with lenders, insurers, tribal governments, builders, and advocate for reforms at
the local level.  In addition, some act as local housing developers, assembling financing and
developing housing in circumstances that at present can not attract sufficient private developers to
meet local housing needs.  The success of these housing activities at times also requires
involvement in community and economic development.  While local capacity to support
homeownership is far too limited, there are some effective non-profit and governmental
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organizations which can serve as useful models, including nonprofit entities, tribally designated
housing entities, community development corporations or Indian housing authorities.

Lenders may be more willing to participate in lending in Indian country with an
intermediary that was familiar with a tribe’s codes, ordinances and customs.  This might include
someone who can speak the language and assist in translating.   The intermediary could also assist
the lender in providing homeownership counseling and to alleviate the fears of tribal families who
are unfamiliar with the requirements of lenders.

2. Fund one or more national Native American housing intermediaries.

While the impetus and leadership for expanding capacity at the local level must come from
within tribal communities, these efforts can be facilitated by national or regional organizations that
provide training and technical assistance to build the capacity of local institutions, facilitate access
to financial support, and assemble capital pools for gap financing and risk management.

Significant and substantial benefits will arise from the development of a national nonprofit
intermediary in Indian country.  First, with low- and moderate-income tribal households buying
their own homes, tribal housing stock increases for very low-income tribal families.  Second, the
national intermediary will assist tribes in developing the regulatory jurisdiction over financial and
commercial transactions that will provide predictability to both borrowers and lenders, thereby
stimulating both homeownership and economic development opportunities.  Third, tribal
governments may be able to access capital from the intermediary to purchase property that is the
subject of foreclosure to ensure that the land stays in their control and to mitigate lenders’
reluctance to lend.

Recommendation

• HUD, in cooperation with other funders, should explore options for financing one or more
national nonprofit intermediaries to serve as a catalyst to create a homeownership market
economy on Indian lands and to support a network of local capacity-building organizations.

• HUD (FHA) should determine whether Section 106 of the Housing and Urban Development
Act of 1968 provides authority to make homeownership counseling funds available to
nonprofits serving Indian communities.

• HUD (FHA) should assess the feasibility of legislation to provide a three percent set-aside
from funds appropriated for housing counseling under Section 106 of the HUD Act of 1968.

• The federal agencies should assess whether legislative amendments are required to their
authorizing statutes to allow them to provide technical assistance and capacity-building funds
for the formation of intermediary organizations that provide homeownership counseling and
financial assistance to homebuyers on Indian reservations.

• The Department of Treasury’s CDFI Fund should assist Indian communities who are
attempting to create CDFI’s with targeted outreach efforts to include workshops and direct
technical assistance.
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Implementation

HUD and Treasury will take the lead in coordinating these activities.  (May 1999).

EDUCATION AND INFORMATION DISTRIBUTION

Financial literacy and homebuyer preparation are essential to ensuring access to mortgage
lending in Indian country.  The task force found a need for increased understanding between
lenders and tribal members.  While tribal members need to understand finance, banking, and
credit, lenders need to learn about tribal cultural issues, values, and diversity.  The most effective
means of addressing creditworthiness issues are those that include both tribal officials and
financial institution representatives working together to develop lending programs and educational
curricula responsive to particular tribal needs.

1. Develop curricula for homeownership and financial literacy education in Indian
country.

Barrier:  Many potential homeowners in Indian country are in need of homeownership and
personal finance counseling.  They often have an incomplete understanding of finance, banking,
and the credit process among borrowers.  Homeownership and financial services education are
needed to prepare borrowers and make homeownership achievable in Indian communities.

Recommendation

The federal agencies should establish an Education Steering Committee to identify a wide
range of homeownership and financial literacy educational materials and curricula.  This
committee would work in consultation with other organizations that are experts in this field.  The
committee should assess available educational materials, programs, workshops, and activities that
promote financial literacy and homeownership readiness and are appropriate for Indian country
and develop additional materials as needed.  Educational materials should be distributed to tribal
members and officials, lenders, other government agencies, financial intermediaries and program
facilitators in the public and private sector in regions throughout the country.

It is vital that interested and effective organizations as well as tribal leaders and members
are involved in the committee organized to assess and develop educational materials.  The task
force recommends that the steering committee be comprised of a representative from the
Department of Housing and Urban Development, a representative from the Neighborhood
Reinvestment Corporation, a financial industry representative, and a national Indian-based
organization representative.  The education materials would be directed to several target
audiences including tribal members and officials, lenders and other private sector organizations,
and public sector organizations at the national, state, and local level.  The steering committee
would be charged with the responsibility of identifying and coordinating the expertise and
resources necessary to develop and evaluate educational materials and curricula.  It should
organize a committee structure to solicit input from the appropriate experts in the field.
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Several organizations that have traditionally been working in Indian country find the idea
of increasing the availability of general financial education products a good one.  However, they
emphasized that respected and credible organizations and tribal members with knowledge and
experience in finance and education must be involved in the process.  Further, people with
expertise in curriculum development and evaluation should also be included, perhaps on a
consulting basis.

Implementation

HUD will convene the Education Steering Committee which will design a work plan to develop
curricula for homeownership counseling and financial literacy education.  (December 1999)

2. Establish a mechanism for marketing and disseminating educational products and
programs.

Recommendation

The taskforce recommends that a plan for marketing and disseminating the educational
products be developed under direction of the steering committee.  A broad publicity campaign
should be undertaken to advertise the financial literacy and homeownership programs using the
news media and local organizations to assist in informing key local groups and organizations.

Utilizing materials identified and/or developed by the steering committee, a train-the-
trainer curriculum should be developed to create a resource base of knowledgeable individuals in
each tribe who can further disseminate homebuyer education.  HUD (ONAP), could work with
the Tribally Designated Housing Entities (TDHE) to send their staff members to train-the-trainer
courses.  Neighborhood Reinvestment Corporation (or another contractor) could provide the
training for the TDHE’s.  Once instructors are trained, private partners could provide funding for
the training handbooks and materials.  This could also include funding for the production costs of
translating the handbook into various Indian languages, if necessary.  These activities could be
coordinated through the newly created national Native American homeownership intermediary.

A suggestion to provide an incentive for homeownership counseling is for federally
insured and guaranteed programs at USDA, HUD, and VA to allow for a reduction in their
mortgage insurance premiums, guarantee fee or funding fees for those homebuyers that complete
an agency-approved homeownership counseling course.  This may require legislation.

Implementation

As it designs the curricula, the Education Steering Committee will develop a plan to disseminate
the educational materials.  (March 2000)

3. Establish a national resource center at an Indian-based organization to serve as a
clearinghouse for information.
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Barrier:  Education about homeownership programs for lenders, other agencies, financial
intermediaries, and public and private lending programs is unavailable or insufficient to meet
needs.  Effective channels have not been developed to enable lenders, financial intermediaries and
public and private lending program officials to learn about available loan products, grants,
insurance, loan guarantee, and subsidy programs available to Indian country.

Recommendation

The federal agencies should establish, in conjunction with a national intermediary, a
National Indian Housing Resource Center to collect, maintain, and make available materials
pertaining to financial education and the homeownership process.  It could serve as a
clearinghouse of information on “best practices” for housing and economic and community
development efforts in Indian country.  The resource center would use a variety of means to make
information available, such as, telephone, fax, and the Internet and would be housed at a facility
available to the public. The resource center should have at least one dedicated staff member to
ensure that materials remain current.

The national resource center could be established through an Indian-based organization
with the capacity and stability to house an office for this initiative as well as the credibility and
respect that would ensure its use.  The ability to provide space and office resources for staff and
to act as a funding vehicle are essential.

Implementation

The Federal Reserve System will convene a meeting of potential partners in the
development of a National Indian Housing Resource Center to explore alternatives and initiate
steps towards establishing such a center.  The partners should also consider the relationship of the
resource center to the proposed national intermediary.

IV.     TRACKING PERFORMANCE:  BENCHMARKS AND GOALS

In order to meet the expectations of all partners involved in the One-Stop Mortgage
Center Initiative, the task force should develop a system to allow the parties to determine
systematically that activities result in the removal of barriers to Indian homeownership.  Data
should be collected on the status of Indian and non-Indian homeownership (by standard census
characteristics) and benchmarks and goals should be established.  (e.g., parity in homeownership
rates).  The benchmarks should then become the public standard for regular appraisal of the One-
Stop Mortgage Center Initiative.

The performance tracking system should also focus on federal and non-federal processes,
especially on procedures that affect cycle time.  When data indicate that procedures generate an
unreasonable variation in process cycle time or product quality, the partners should focus on
improving the processes that deliver the product or service.
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In order to assure that all mortgage processes are continuously improved, data should be
collected and analyzed on a regular basis.  Particular attention should be given to variations in
process, products, and time requirements.  This will help determine if variations result from
special circumstances or from common problems that require coordinated strategies and
procedures.

Recommendation and Implementation

HUD will assemble a measures committee to develop the system described above.  (May 1999)

V. IMPLEMENTATION TIMELINE

The members of the One-Stop Mortgage Center Initiative task force will divide into
implementation work groups to execute its recommendations.  These work groups, chaired by the
responsible agency listed below, will complete their mandates over the course of the next year.
The task force will delivery its final report to the President by May 2000.

RECOMMENDATION RESPONSIBLE AGENCY TARGET COMPLETION
A.  REINVENTION  ISSUES  -- Federal Issues

1.  Develop and distribute
mortgage process flow chart.

RHS May 1999

2.  Standardize documents for
loan program.

RHS May 1999

3.  Streamline approval
process for tribal participation.

HUD May 1999

4.  Develop streamlined realty
review standard.

HUD, Interior, DOJ May 1999

5.  Develop streamlined credit
review standard.

BIA July 1999

6.  Standardize “median
income” definition.

HUD/RHS May 1999

7.  Streamline environmental
review requirements.

HUD July 1999

8.  Expedite homesite lease
process.

Interior July 1999

9.  Protect trust status of
Indian land.

DOJ May 1999

10.  Minimize
“fractionalization.”

Interior May 1999

11.  Expedite TSR process. Interior June 2000
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12.  Review loan products. HUD May 1999

Tribal Reinvention Issues

1.  Streamline homesite lease
process.

Interior to provide technical
assistance to tribal
governments.

Varies by tribe.

2.  Promote land-use planning. HUD to provide technical
assistance to tribal
governments.

Varies by tribe.

3.  Develop legal
infrastructure.

HUD/DOJ to provide technical
assistance to tribal
governments.

Varies by tribe.

 CATALYZE PRIVATE MARKET

1.  Create Information
Committee.

HUD December 1999

2.  Improve appraisal process. HUD July 1999

3.  Promote real estate market. HUD/USDA December 1999

4.  Increase title insurance and
mortgage insurance

FHFB July 1999

5.  Home equity, refinances,
reverse mortgages

HUD May 1999

6.  Promote secondary market
participants.

Treasury/HUD July 1999

7.  Promote lender
involvement.

Federal bank regulators July 1999

8.  Determine feasibility of
IDA program for Indian
country.

Treasury December 1999

 C.     INSTITUTIONAL DEVELOPMENT FOR INDIAN COUNTRY

 Explore funding resources for
national Native American
homeownership intermediaries.

 HUD /Treasury  May 1999

D.     EDUCATION AND INFORMATION DISTRIBUTION
 

1.  Develop curricula for
homeownership and financial
literacy counseling.

Education Steering Committee December 1999

2.  Develop dissemination
plan.

Education Steering Committee March 2000
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3.  Establish National Indian
Housing Resource Center.

Federal Reserve December 1999

IV.  TRACKING PERFORMANCE:  BENCHMARKS AND GOALS
Determine benchmarks and
establish goals.

HUD May 1999

 VI. CONCLUSION

The One-Stop Mortgage Center Initiative addresses the shift in the provision of housing in
Indian country from predominantly public housing to a mix of rental public housing and affordable
homeownership.  As tribes and their members increase their capacity for mortgage financing, a
private real estate market in Indian country will develop.  To stimulate this growth, the One-Stop
Mortgage Center Initiative seeks to streamline tribal and federal review processes, catalyze the
private sector, explore sources of funding for one or more national Native American
homeownership intermediaries and promote homebuyer education.  Through a partnership
between the federal government, tribal governments and the private sector, this White House
initiative will help to make homeownership in Indian country an attainable goal.

VII. APPENDICES

A.  Partners of the One-Stop Mortgage Center Initiative
B.  Recommendations of the Navajo Pilot Project
C.  Summary of the Pine Ridge Pilot Project
D.  Resource List
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APPENDIX A

One-Stop Mortgage Center Initiative Task Force Members

Native American Partners

Amerind Risk Management Corporation
Chickasaw Nation
Inter Tribal Council of Arizona
Lakota Fund
National American Indian Housing Council
National Congress of American Indians
Navajo Housing Authority
Navajo Nation

Community Development Division
Department of Justice
Economic Development Division
Historic Preservation Department
Housing Services
Land Department

Navajo Townsite Community Development Corporation
Navajo Tribal Utilities Authority
Navajo Partnership for Housing
North American Native Bankers Association
Oglala Lakota Tribal College
Oglala Sioux Housing Authority
Oglala Sioux Nation
Oglala Sioux Partnership for Housing

Federal Partners

U.S. Department of Agriculture
Rural Development
Rural Housing Services

U.S. Department of Housing and Urban Development
Office of Native American Programs
Federal Housing Administration
Ginnie Mae

U.S. Department of the Interior
Bureau of Indian Affairs

U.S. Department of Justice
Office of Tribal Justice

U.S. Department of the Treasury
Community Development Financial Institution Fund
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Office of Community Development Policy
Office of the Comptroller of the Currency
Office of Thrift Supervision

U.S. Department of Veterans Affairs
Federal Deposit Insurance Corporation
Federal Home Loan Bank System
Federal Housing Finance Board
Federal Reserve Board
Federal Reserve Bank of Kansas City
Federal Reserve Bank of Minneapolis
Federal Reserve Bank of San Francisco, Los Angeles Branch
Federal Reserve Bank of San Francisco, Seattle Branch
Indian Health Services
Neighborhood Reinvestment Corporation
The White House

Private Partners

American Land Title Association
Arizona Bank, Tucson, AZ
Banc One Mortgage Corporation, Indianapolis, IN
Bank of America, San Francisco, CA, Phoenix, AZ
BankAmerica Mortgage, Phoenix, AZ
Bank of the Southwest, Farmington, NM
Charter Bank for Savings, Albuquerque, NM
Citizens Bank, Farmington, NM
Countrywide Home Loans
Fannie Mae
Federal Home Loan Bank of San Francisco
Federal Housing Finance Board
First Americans Mortgage, Phoenix, AZ
First Heritage Bank, Marysville, WA
First National Bank of Farmington, Farmington, NM
First Security Bank, Salt Lake City, UT
First Security Bank of NM, Albuquerque, NM
First Western Bank, Monticello, UT
First Western National Bank, Blanding, UT
Freddie Mac
Gallup Federal Savings Bank, Gallup, NM
McLain County National Bank, Purcell, OK
National Bank of Arizona
New Mexico Housing Finance Authority
New Mexico Office of Indian Affairs
Norwest Bank
Norwest Mortgage
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Suburban Mortgage, Albuquerque, NM
Vectra Bank, Farmington, NM
Washington Mutual Bank, Seattle, WA
Wells Fargo Bank, Houston, TX, San Francisco, CA
Zions Bank, St. George, UT
Zions First National Bank, Salt Lake City, UT
Zions Mortgage, Salt Lake City, UT



3/29/99 DRAFT

36

APPENDIX B

Draft Recommendations of the Local Working Group -- Navajo Nation
One-Stop Mortgage Center Initiative

Background – Obtaining a Mortgage Loan on the Navajo Nation

Residents of the Navajo Nation face many hurdles in their pursuit of homeownership on
the reservation.  Before an individual can apply to a lender for a mortgage loan, he or she must
obtain a homesite lease from the tribe to use as collateral for the loan (if the intended location of
the home is on tribal trust land).  The homesite lease application process involves surveying the
land, obtaining permission from the appropriate grazing permittees who have a right to use the
land, and getting an archeological clearance.  After having completed these steps, the Navajo
Land Department (NLD) and the Bureau of Indian Affairs (BIA) must approve the applicant’s
package.  Upon approval, the BIA title plant must record the homesite lease.  The individual must
then request a BIA Title Status Report (TSR) and a BIA Categorical Exclusion from
environmental assessment requirements, if appropriate.  At this point, the individual is ready to file
an application with a lender to begin the mortgage loan process.  If the home will be located on
allotted land, the individual must obtain clearances from the other allottees and/or partition a
homesite before he or she can begin the loan process.

Objectives of the Local Working Group

The One-Stop Mortgage Center Initiative task force created the Local Working Group
after the November 18, 1998, meeting in Window Rock, Arizona. Richard Kontz, Executive
Director of the Navajo Partnership for Housing, and Chester Carl, Executive Director of the
Navajo Housing Authority chair the group, which is composed of tribal officials, local federal
government representatives, and private providers.  Its objective is to review the homesite lease
and mortgage loan application process and recommend possible reforms that will improve
homeownership opportunities on the Navajo reservation.

Local Working Group Recommendations

The recommendations of the Local Working Group fall into the following areas:  1)
promote land-use planning and infrastructure development; 2) streamline tribal and federal
government approval processes; 3) develop a comprehensive consumer guide about the mortgage
lending processes; 4) clarify federal and tribal requirements for environmental and archeological
clearances; 5) explore ways to expedite the process of obtaining clear title; and 6) support the
growth of a private market on the reservations.

In some areas, the local working group has already succeeded in improving steps in the
mortgage lending process.  The report notes these accomplishments.
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I.  PROMOTE LAND-USE PLANNING AND INFRASTRUCTURE DEVELOPMENT

Barrier:  It is time consuming and expensive for individual Navajo residents to get the necessary
surveys, and environmental and archeological clearances necessary to obtain a homesite.  Also,
many Navajo communities lack adequate infrastructure and neighborhood support services.

Navajo residents must go through a lengthy application process to obtain a homesite lease from
the Navajo Land Department.  The location of the homesite is based mostly on the applicant’s
preference.  However, if the local Chapters of the Navajo government were able to zone land in
their jurisdictions, they could designate areas for residential purposes, obtain the necessary
surveys and clearances in advance, and develop infrastructure and other community support
services.  Through land-use planning, Chapters would be able to minimize potential conflicts with
grazing permittees.  Therefore, when a resident decided to build a home, the homesite lease
approval process would not be as cumbersome or expensive.

Recommendations

• The Navajo Nation government should designate one division to serve as a regulatory office
and technical assistance provider.  This division would provide support to local Chapters so
that they could designate areas for homesites, obtain all necessary clearances for their
members in advance of the homesite lease application process, and develop infrastructure and
community support services.  This recommendation should be implemented consistent with
the Local Governance Act – a new tribal law that shifts governmental functions to the local
Chapter level.

• The Local Working Group should explore the possibility of using NAHASDA funds to help
develop a land-use planning program on the reservation.

• The Local Working Group should explore the possible sources of grants and loans, including
NAHASDA funds, to cover the costs of surveys, and environmental and archeological
clearances for subdivision development.

Accomplishments

• In accordance with the Local Governance Act, 30 Chapters will receive land-use planning
resources and technical assistance through $1.2 million of funding from the Navajo Nation’s
FY ’99 NAHASDA funds.

• The Navajo Housing Authority will provide pre-engineering services to all customers of
NAHASDA-funded housing providers.

Barrier:  It is difficult for residents on single sites to obtain access to utilities.

Recommendations
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• The Local Working Group should organize coordination meetings between Indian Health
Services, Navajo Tribal Utilities Authority (NTUA), housing developers and the Navajo
Nation government to develop recommendations for an overall infrastructure plan.

• As part of their land-use plans, Chapters should work with utilities providers and the Indian
Health Services to develop a strategy to improve services to remote sites.

• Utilities providers should explore alternative energy and water sources.
• The Local Working Group should explore sources of financing such as NAHASDA,

Community Development Block Grants (CDBG) and NTUA funds to help defray
infrastructure costs.

II.  STREAMLINE TRIBAL AND FEDERAL PROCESSES

Barrier:  Homesite lease applicants face considerable delays in obtaining surveys and
archeological clearances from the tribe.  By seeking private providers of these services, the
process could be shortened.

Recommendations

• The Navajo Land Department should promote the use of private surveyors for homesite leases
by providing applicants with a list of licensed surveyors in their areas.  Also, in some cases,
Navajo Housing Authority surveyors may be available to homebuyers.

• To expedite the process for archeological surveys, the tribal government should assign
archeologists to each NLD agency office.

Barrier:  The homesite lease application process is confusing and burdensome for Navajo
residents, and the process differs by agency office.

Implementation

• The NLD and BIA should eliminate unnecessary and duplicative steps in their review process
and should develop written manuals and training for their agency offices to eliminate
inconsistencies.

• The NLD and the BIA should develop very basic guidelines outlining the steps and
requirements of the homesite lease application process.

• The NLD and BIA should develop expedited homesite lease application procedures to be used
when an existing homesite leaseholder transfer property to a new homesite leaseholder.

• The Navajo Nation recently approved a new masterlease with provisions for a 50-year lease
term, community-planned subdivisions, and encumbrances.  The tribal government and the
BIA should develop a model subdivision masterlease for private and non-profit developers.

Barrier:  It is difficult for allottees to obtain clearance from multiple owners.

Recommendations
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• The One-Stop Mortgage Center Initiative should assess options for federal legislation aimed
at simplifying the heirship issues, such as removing Federal Privacy Act restrictions against the
BIA releasing names of heirs to allotments.

• Chapters with allotted land should develop programs to assist allottees to obtain the necessary
changes.

Barrier:  BIA approval of the credit package is time consuming.

Recommendations

• The BIA Area Office should be allocated a new position dedicated solely to reviewing
homesite lease and credit applications.

• The BIA Central Office should provide better guidance to area and agencies offices regarding
criteria for reviewing credit applications.  It should also allocate a new position to the Navajo
Area Office dedicated solely to reviewing homesite lease and mortgages.

• The BIA Area Office should fax notice of its approval of mortgages to the lender, upon
request.

III.  DEVELOP COMPREHENSIVE CONSUMER GUIDE

Barrier:  Navajo residents have to work with many different tribal and federal agencies to obtain a
mortgage.  The Navajo Partnership for Housing, Inc. assists families to prepare for
homeownership and, to a limited extent, can help them navigate through the bureaucracy.
However, there is no comprehensive summary of the homesite lease and mortgage lending
process.

Recommendation

• The Local Working Group should compile each agency’s guidelines into one comprehensive
guide to homeownership on the Navajo Nation.  This consumer guide should be distributed
through all housing providers, including Chapter Houses.

IV.  CLARIFY FEDERAL AND TRIBAL REQUIREMENTS FOR ENVIRONMENTAL
AND ARCHEOLOGICAL CLEARANCES

Barrier:  Navajo residents are often uncertain about when an environmental or archeological
clearance is required.

• The Navajo Historic Preservation Department should develop guidelines explaining the
archeological clearance process.

• The One-Stop Mortgage Center Initiative should determine whether the Navajo
Environmental Protection Agency could be recognized as a federal agency with sovereign
immunity and be responsible for administering relevant federal environmental statutes with the
discretion to adapt the administration to the unique circumstances of the reservation.
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V.  EXPEDITE AND IMPROVE TITLE PROCESS

Barrier:  It takes too long to obtain a Title Status Report (TSR).

Recommendations

• The Albuquerque Title Plant should allow public access to title plants so that title companies
can conduct title searches.

• The One-Stop Mortgage Center Initiative should explore whether tribes could assume title
plant functions through Public Law 93-638 and whether this function could be funded by
NAHASDA.

Accomplishment

• The Navajo Nation, in partnership with the BIA Albuquerque Title Plant, established a title
examiner position to streamline processing between the Navajo Area Office and the
Albuquerque Title Plant.

VI.  SUPPORT GROWTH OF PRIVATE MORTGAGE MARKET ON NAVAJO
NATION

Barrier:  Lenders are concerned about the marketability of a home in the event of a default and
foreclosure.

Recommendations

• The Local Working Group should explore the creation of an intermediary that would purchase
defaulted property from the lender and resell it to a tribal member.

• Masterleases should include language to allow developers to purchase defaulted property
from the lender and resell it to a tribal member.

Barrier:  It is difficult to get an accurate appraisal of property on the Navajo Nation.

Recommendations

• The Local Working Group should compile a list of appraisers who are willing to work on the
reservation for inclusion in the consumer guide and distribution to local lenders.

• The Local Working Group should compile a database of all available information on existing
appraisals to serve as comparables.  The Navajo Housing Authority is conducting appraisals
on all of its housing stock to promote equity financing for rehabilitation and small business.

Barrier:  Lenders require title insurance policies, but few title companies will issue a title  policy
on reservation land.

Recommendations
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• The Local Working Group should compile a list of title insurance companies who are willing
to work on the reservation for inclusion in the consumer guide and distribution to local
lenders.

Barrier:  There are no housing or building codes on the Navajo Nation to govern the construction
of housing, which adds to the reluctance of lenders to make mortgage loans especially
construction financing) on the reservation.

Recommendations

• The tribal government should adopt a housing code that would require licensed contractors to
build to code.  The tribal agency that has authority for land-use planning could also enforce
the building code by licensing contractors and conducting inspections.

Barrier:  BIA regulations restrict the use of home equity loans.

Recommendations

• The One-Stop Mortgage Center Initiative should propose an appropriate amendment to allow
residents of trust land to take advantage of the full benefits of homeownership.
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APPENDIX C

One-Stop Mortgage Center Pilot Project
Oglala Sioux Tribe Partnership for Housing, Inc.

Pine Ridge, South Dakota

In August 1998, HUD Secretary Andrew Cuomo visited the Pine Ridge Indian
Reservation to examine first-hand the severe housing and economic development challenges
facing the Oglala Sioux Tribe.  He found that many economic hurdles persist on the Pine Ridge
reservation.  Unemployment can reach as high as 85 percent during certain times of the year.
Little infrastructure exists, and commerce is minimal.  As a result, living conditions are deplorable.
An estimated 4,000 families need homes.  Overcrowding is severe, and in many cases, three or
four families share a single house.

During Secretary Cuomo’s visit, Tribal leaders discussed the need for a philosophical
change in the delivery of housing services.  Since the 1960’s, the Oglala Sioux Tribe’s designated
housing authority has provided rental and other federally assisted housing options, but the
Housing Authority has not had the capacity to provide extensive homeownership services.  As a
result of Cuomo’s close consultation with Tribal leaders in housing issues, the Tribe received
assistance from HUD to create a not-for-profit entity, the Oglala Sioux Tribe Partnership for
Housing, Inc. (OSTPHI).  The Oglala Sioux Partnership’s mission is to promote homeownership
on the Pine Ridge reservation and provide long-term housing and financial services to Oglala
Lakota tribal members.  The Oglala Lakota name for the nonprofit is Tatanka Woihanble Otipi:
Buffalo Dreams, Gathering Homes.  The Oglala Sioux Partnership will serve many functions:
help identify families ready to buy a home, provide families with home buyer counseling, serve as
a liaison between families and lending institutions, assist families in finding an affordable home for
purchase or construction, as well as locating the best lending package.  OSTPHI also will help
find or provide gap financing, and, most importantly, entice the private sector to address real
estate needs, construction development, and financing on the reservation.

Secretary Cuomo believes that creation of this type of tribal non-profit, specifically
targeted to homeownership services, should not be limited to the Pine Ridge Reservation.
Secretary Cuomo’s goal in working with the Oglala Sioux Tribe and tribal leaders across the
country is to create a national housing model to build and renovate affordable housing on tribal
lands and help more Native Americans become homeowners.  This model, entitled Shared
Visions, is being designed for replication on tribal lands everywhere, to increase the number of
affordable, quality homes and make it easier for Native Americans to obtain mortgages.  To
showcase the creation of this national housing model, the Oglala Sioux Tribe will host the Pine
Ridge Building Summit, July 30 - August 7, 1999.  The Summit will be the Oglala Sioux
Partnership’s first initiative to improve housing and economic conditions on the reservation.  The
Building Summit will result in 300 new or rehabilitated homes in all nine districts on the
reservation by the year 2000.  The first building event will be a seven-day effort, when 50 homes
will be built or rehabilitated.  New roads and water and sewer systems will be constructed, and an
additional  250 homes will be constructed in 2000.
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A primary focus of the Pine Ridge Building Summit will be the use of volunteer labor to
offset the cost of housing construction.  More importantly, Shared Visions will include a self-
help housing component which brings together financial subsidies with “sweat equity.”  “Sweat
equity” refers to labor that families contribute to the construction of their homes.  The level of
sweat equity will depend upon the skills and health of the families involved.  Having families assist
in the construction of their homes makes the homes more affordable and provides a heightened
sense of ownership for the homebuyer.  Sweat equity also provides an opportunity to teach
construction and related skills to family members who participate.

Since its inception, Secretary Cuomo has insisted that national tribal leaders take the lead
in the design and implementation of Shared Visions.  Cuomo has encouraged tribes to consider
this an opportunity to actively seek public and private sector partners in housing to meet the
immediate housing needs of tribes, and to increase private investment activity on reservations in
general.  At Pine Ridge, OSTPHI is working closely with Norwest Mortgage to facilitate
homebuyer readiness and mortgage loans for families interested in the Pine Ridge Building
Summit.  Norwest has had a long-standing relationship with northern plains Tribes, and is a leader
in mortgage lending throughout Indian Country.  OSTPHI has identified potential homebuyers
through outreach in the community including hosting homebuyer fairs, sending mailings, holding
informational meetings, and collecting pre-applications.  Norwest has begun screening applicants
for mortgage loans and forwarded approved applications to HUD’s Office of Native American
Programs for Section 184 underwriting approval.  Working together, these partners have
provided individual application assistance to each household, and will provide mandatory
homeownership counseling for approved applicants.  OSTPH and Norwest are also offering
counseling to applicants with credit issues, to repair their credit and prepare them for
homeownership.  Once they address credit and budget issues, OSTPH will work with them to
obtain a mortgage.

Developing the Shared Visions model and preparing for the Building Summit has been
and excellent example of interagency coordination on the ground at Pine Ridge.  OSTPH is
coordinating closely with BIA on construction preparation for homes to be built during the
Building Summit, including streamlined approval of sites for preparation.  Recent designation of
Pine Ridge as an Empowerment Zone in January of 1999 also compliments the economic
development aspect of the Shared Visions effort through coordination with USDA Rural
Development.  At the same time, HUD and tribes have worked to incorporate private interests
nationwide.  Partnering with tribes will be the members of the National Partners in
Homeownership, including Habitat for Humanity, the National American Indian Housing Council,
the Neighborhood Re-investment Corporation, the National Association of Homebuilders, and the
Mortgage Bankers Association of America, to name a few.  Through the One-Stop Mortgage
Center Initiative, the U.S. Department of Agriculture, Treasury, Interior, Bureau of Indian
Affairs, and other federal agencies also are contributing to Shared Visions, as well as the overall
effort to reform mortgage lending on tribal lands.  OSTPH is also moving forward with fund-
raising efforts for operation, new construction, housing counseling, and financial products.

The Pine Ridge Building Summit is only the beginning.  The long-term goal of Shared
Visions is to help solve the housing crisis on American Indian Reservations across the country by
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finding innovative ways to build affordable, quality homes and encourage homeownership and
private sector investment in reservation communities.

Because Shared Visions attempts to address many of the goals of the One-Stop Mortgage Center
Initiative, Secretary Cuomo and the One-Stop Mortgage Center Initiative designated the Oglala
Sioux Partnership as the second One-Stop Mortgage Center pilot project.  The Navajo
Partnership for Housing, Inc. was designated as the first pilot project as a reinvention of the
existing Navajo capacity to provide homeownership services to tribal members.  Pine Ridge, on
the other hand, has extremely limited capacity for providing homeownership services.  The
Shared Visions initiative currently underway is an educational and capacity building effort to fill
an existing void in homeownership services to residents.  Incorporating the principles of the One-
Stop Mortgage Center Initiative in developing a new local homeownership intermediary will help
OSTPHI to foster homeownership in Pine Ridge and serve as a further model for other
reservations seeking to expand homeownership opportunities.
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APPENDIX D

RESOURCE LIST

The following represents a list of partners that have demonstrated cultural awareness and
sensitivity in past partnerships or have programs that will enhance the development of culturally
appropriate partnerships.

GOVERNMENT AGENCIES

Bureau of Indian Affairs, Office of Indian Education Programs - 1849 C Street, NW,
Washington, DC 20240-0001, 202-208-6123
See http: //shaman.unm.edu/oiep/studsch. htm for information about students and schools, and
http:/shaman.urun.edu/oiep/prog2.htm for information about programs.

The mission of the BIA Office of Indian Affairs is to provide education from childhood
through adult life for Indian people. Dr. Sandra Fox has worked with curriculum
development and would like to work more with the American Indian Business Leaders
and other resource organizations to further financial literacy and programs for
economic and homebuyer education in Indian country. Extensive information about
programs and local contacts is available at the OIEP website.

Contact:

• Dennis Fox, Assistant Director.
• Dr. Sandra Fox, Oglala Lakota - Chief of Monitoring and Evaluation.
• Charlie Geboe (202) 208-4040

Department of Housing and Urban Development, Office of Native American Programs -
451 17th Street, SW, Room 4128 South, Washington, DC 20410-5000
See http://www.codetalk.fed.us.onapstaf.htinc for information about HUD programs for
Native American housing.

Contact:

• Jacqueline Johnson, Deputy Assistant Secretary (202) 401-7914

Community Development Financial Institution Fund - 601 13th Street, NW - 200S,
Washington, DC 20005
See www.treas.gov/cdfi for information about this wholly owned government corporation
within the U.S. Treasury.

CDFI promotes economic revitalization and development in distressed urban and rural
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communities throughout the United States.

Contact:

• Ellen Lazar, Executive Director (202) 622-8662
• Rodger Boyd, Native American Issues

COLLEGES AND UNIVERSITIES

Haskell Indian Nations University, 155 Indian Avenue, Lawrence, Kansas 66046-4800,
(785)-749-8404 (phone), (785) 832-6606 (fax), http://www.haskell.educ/.

Haskell serves all federally recognized tribes, focusing on education, research and cultural
programs that increase knowledge and support educational needs of American Indians.
They offer four-year degrees in education, Native American Studies and business
administration. The Center for Tribal Entrepreneurial Studies is working on developing
training for tribal leadership and developing entrepreneurial curriculum for elementary and
high school teachers.

Contact:

• Cheryl Foley Chuckluck, Director of the Center for Tribal Entrepreneurial Studies, (785)
749-8404 ext. 293.

• Don Bread, Business Department (785) 749-8402

Salish Kootenai Community College, 52000 Highway 93, Box 117, Pablo, MT 59855, (406)
675-4800 (phone), (404) 675-4801 (fax).

Salish Kootenai College offers degree programs in vocational training, community service,
Indian culture, history and adult education. They are funded by the Kauffman Foundation
to do curriculum development, and have been doing work on educational literacy issues.

Contact:

• Michelle Lansdowne (406) 675-4800 ext. 246 - educational literacy issues, michelle
landsdowne@skc.edu.

Fond du Lac Tribal Community College

The college has recognized the need for increased understanding of how credit works and
has established a personal finance course for students. College officials are also working
with the University of Minnesota to establish a two year business/financial services
curriculum for community college students that will begin the Fall semester of 1999.

Contact:
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• Bryan Jon Maciewski (218) 879-0800, (800) 657-3712, bjon@mail.fdl.cc.mn.us

Tribal Colleges

Thirty tribes operate their own colleges. See http://niikaan.fdl.cc.nm.us/tqi/tcweblinks.htm
for a complete list of mailing addresses and telephone numbers. See http: flinfo. pitt. edu/
-Imitten/education. html for website addresses.

EDUCATIONAL ASSOCIATIONS

American Indian Higher Education Consortium

Consortium of 30 tribal colleges. Publishes the Tribal College Journal, which includes
12/97 article, "American Indian Culture and Curriculum". See
http://nikaan.fdl.cc.nm.us/tcj/.

National Federation for Teaching Entrepreneurship
See www.nftebiz.org.

Contact:
• Michael Caslin 111 (212) 232-2244 (212) 978-0105 (voice mail): Executive Director.  See

nftecaslin@msn.com.

National Indian Education Association

Founded in 1969 to give American Indians and Alaska Natives a national voice in
improving access to educational opportunity. See http://www.niea.org/.

Contact:

• Dr. Sherry R. Allison, President: Senior research scientist at the Center for Development and
Disability, University of New Mexico - Albuquerque.

• Gloria Grant, Board Member: Navajo-Omaha, curriculum center director for Chinle Unified
School District No. 24.

• Elmer J. Guy, Board Member: Navajo. Executive Director for Navajo Nation, division of
Dine education, Window Rock.

FOUNDATIONS

Ewing Marion Kauffman Foundation, 4801 Rockhill Road, Kansas City, MO 64110-2046,
816-932-1151 (phone) (816) 932-1430 (fax). See www.emkforg, ww.entreworld.org.
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The Kauffman Foundation is a large, relatively new foundation with substantial research
capacity that supports youth education and entrepreneurship. They have provided
substantial funding for curriculum development to Haskell Indian Nations University in
Lawrence, Kansas and the Salish Kootenai College in Pablo, Montana. One of the
programs they support is a Mini-Society modular curriculum in which children ages 8 to
12 design and develop their own society in which to learn about entrepreneurship.

Contact:

• Rhonda Holman (816) 932-1151: Director of Community Entrepreneurship.
• Dr. Marilyn Karilsky: Expert on curriculum development.

Fannie Mae Foundation, 4000 Wisconsin Ave., North Tower, Suite One, Washington, DC
20016.

The mission of the Fannie Mae Foundation is to transform communities through
innovative partnerships and initiatives that revitalize neighborhoods and create affordable
homeownership and housing opportunities across America.

Contact: Julie Ha, Manager of Targeted Outreach Programs (202) 274-8034

NONPROFIT ORGANIZATIONS

American Indian Business Leaders, University of Montana, Gallagher Business Building,
Suite 366, Missoula, MT 59812, (406) 243-4879 (phone), (406) 243-2086 (fax).

AIBL was organized at the national level in 1995, and is advised by the American Indian
Higher Education Consortium (AIHEC). They have worked with the BIA's Office of
Indian Education and others to develop an economic education curriculum, and are very
interested in working further on culturally appropriate education. Their general purpose is
to stimulate tribal economic growth and stability, with an emphasis on maintaining
culturally appropriate education. Their general purpose is to stimulate tribal economic
growth and stability, with an emphasis on maintaining culturally appropriate American
Indian business development. Board members include Sherry Salway Black (Oglala
Lakota) of the First Nations Development Institute and banker Gerald Sherman (Oglala
Lakota). Chairman Dave Archambault is a former president of the American Indian
Higher Education Consortium.

Contact:

• Dave Archambault, Oglala Lakota, Chairman of the board of directors (701) 854-7201 or
(701) 854-7245.

• Michelle Henderson, Asiniboine, Executive Director (406) 243-4879.
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America's Promise - Alliance for Youth

This is an initiative started by General Colin Powell and former presidents that supports
youth through mentors, safety, health, education, and service. See
www.americasp-omise.org.

First Nations Development Institute, The Stores Building, 11917 Main Street,
Fredericksburg, VA 22408, fax (540) 371-3515.

The primary mission of First Nations is to promote culturally appropriate economic
development by and for Native peoples. In addition to economic development, this
18year-old organization has been working with banks and others on financial literacy and
housing issues. They recently formed a Native Assets Research Center to promote
research on native issues and to address policy issues.

Contact:

• Sherry Salway Black, Oglala Lakota , Vice President (540) 371-5615.

North American Native Bankers Association

The North American Native Bankers Associations a nonprofit association of Indian owned
financial institutions. Formed in 1998, this organization was created to strengthen and
increase the number of Indian owned financial institutions in the United States and
Canada. See www.naba.org.

Contact:

• J.D. Colbert, President (405) 292-3020

Lakota Fund

Nonprofit housing and small business development organization serving the needs of
Native Americans on the Pine Ridge reservation in South Dakota.

Contact:

• Elsie Meeks, Executive Director (612) 824-9363. See Error! Bookmark not defined..

Minnesota Indian Economic Development Fund



3/29/99 DRAFT

50

The Minnesota Indian Economic Development Fund acts as a catalyst for entrepreneurial
activities and a gap financier completing the link between the borrower and the primary
lender.

Contact:

• William Connelly, Executive Director (612) 824-9363

National American Indian Housing Council, 900 2nd Street, NE, Suite 009, Washington, DC
20002, fax (202) 789-1758, http://naihc.indian.com/.

The NAIHC is an Indian organization that advocates for improved Native American
housing and provides technical assistance, training, research and information services to
tribes.

Contact:

• Chris Boesen, Executive Director (202) 789-1754

National Center for American Indian Economic Development, 953 E. Juanita Avenue,
Mesa, AZ 85204-6622, fax (602) 545-4208.

The National Center has provided management consulting and assistance to small
businesses in Indian Country for 27 years. They have been recommended as a partner
because of the philosophy of their approach to working in Indian country and their
network of contacts for dissemination of materials to individuals and tribes. The mission of
the organization is to develop and expand the American Indian private sector to employ
Indian labor and increase the number of tribal and individual Indian owned businesses.
NCAIED positively impacts and involves reservation communities, by establishing
business relationships between Indian enterprises and private industry.

Contact:

• Ken Robbins, President (602) 545-1298. See www.nacied.org

Future Business Leaders of America

Future Business Leaders is an educational association of students preparing for careers in
business and business-related fields, divisions for middle school, high school and
post-secondary students. 13,000 chapters in the United States, supported by dues and
contributions. See http://www.fbla-pbl.org/fag.
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Junior Achievement

Economic education program for students K-12, taught primarily by classroom volunteers.
Has been used extensively by tribes in Alaska. See http://www. ja.org/index. asp.

Contact:

• Vera Tanier (719) 540-6252: Director of Strategic Alliances and Volunteers.

FOR-PROFIT ORGANIZATIONS

Falmouth Institute Offers Training, consulting and publications for Indian country. See
http://www.falmouthinsti.com/index.htm.

Financial Institutions

The following institutions have developed programs and curriculum for use in Indian
Country: Bank of America-Nations Bank, Washington Mutual, Wells Fargo and Norwest.

OTHER ORGANIZATIONS

Federal Deposit Insurance Corporation
Federal Home Loan Bank
Federal Reserve System
Freddie Mac
Neighborhood Reinvestment Corporation
Office of Comptroller of the Currency
Office of Thrift Supervision
U.S. Department of Education
Neighborhood Housing Services of America







































































Shared Visions: Summit I, Sponsored by HUD 1

What will be discussed?

qHow to set up a Rental Assistance
Program
qUsing Rental Assistance to finance

homeownership for families with very
low income



Shared Visions: Summit I, Sponsored by HUD 2

Section 8 Program

qWhat is Section 8?
lSection 8 Housing is a public housing

program that assists families with rental
payments
lAmount of rent subsidy is based on income

and contract rent
lContract rent has to be reasonable



Shared Visions: Summit I, Sponsored by HUD 3

Rental Assistance Program

qWhy do you need it?
lTribe/TDHE can no longer administer

Section 8
lFunding will continue if you administer a

rental assistance program similar to
Section 8
lIf you do not administer a similar program,

you lose the funding



Shared Visions: Summit I, Sponsored by HUD 4

Problems with Section 8

qFMR’s - Fair Market Rents
lDetermined by HUD
lPublished yearly in the Federal Register

qInflated rental prices
qMade landlords rich
qAdministrative fee is too low



Shared Visions: Summit I, Sponsored by HUD 5

Rental Assistance Program (RAP)

qThings to consider in setting up post
Section 8 Program:
lFunding - $275 per month
lEligibility - Must serve Native Americans
lIncome - Less than 80% of median
lPriorities - What are the needs of your

tribe?



Shared Visions: Summit I, Sponsored by HUD 6

Documentation Requirement

qYou decide
qSee hand-out for suggestions
qInclude those required by policy and

NAHASDA



Shared Visions: Summit I, Sponsored by HUD 7

Payment of Check

qCheck payable to landlord
lNever to tenant
lAfter inspection - Housing Quality Standards

qYourself ?



Shared Visions: Summit I, Sponsored by HUD 8

Rental Assistance to Homeownership

qStop making landlords rich
qConstruct or purchase home
qFamily rent contribution based on debt

to income ratio not to exceed 30% of
income
qLess than 35% of the median income
qTribe/TDHE sets contract rent



Shared Visions: Summit I, Sponsored by HUD 9

Rent Payment Example

q$400 - $175 = $225
q$175 = tenant amount
q$225 = subsidy amount
q$150 to Admin/Maintenance account
qBalance to escrow account



Shared Visions: Summit I, Sponsored by HUD 10

Resident Initiative Program

qFamily signs contract
qReceive training
qBetter income
qUse escrow account for down payment



Shared Visions: Summit I, Sponsored by HUD 11

Do The Math

q$50,000 = Initial cost of home
    8,100 = Escrow account $225
 $41,900 = Total of mortgage
qMortgage payment
l$50,000 @ 6% for 25 years, $325
l$41,900 @ 6% for 25 years, $270
ü$55 per month savings



Shared Visions: Summit I, Sponsored by HUD 12

Closing Remarks

qTwo most important tasks
lFind outside funding
lSpend NAHASDA dollars wisely



Shared Visions: Summit I, Sponsored by HUD 1

RENTAL HOUSING: INCORPORATING LIHTC IN YOUR
RENTAL HOUSING PROGRAM

Shared Visions:
The Native American

Homeownership, Legal and
Economic Development Summit I



Shared Visions: Summit I, Sponsored by HUD 2

RENTAL HOUSING: INCORPORATING LIHTC IN YOUR
RENTAL HOUSING PROGRAM

qLIHTC PROGRAM FUNDAMENTALS

qLIHTC & NAHASDA

qTYPICAL PROJECT COSTS

q LIHTC RESOURCES



Shared Visions: Summit I, Sponsored by HUD 3

RENTAL HOUSING: INCORPORATING LIHTC IN YOUR
RENTAL HOUSING PROGRAM

qLIHTC Program Fundamentals
lHousing Credits
lAllocation
lSyndication
lCompliance



Shared Visions: Summit I, Sponsored by HUD 4

RENTAL HOUSING: INCORPORATING LIHTC IN YOUR
RENTAL HOUSING PROGRAM

qLIHTC and NAHASDA
lRental Housing
lHomeownership Opportunity
lElderly & Assisted Living
üDisabled

lStudents Housing



Shared Visions: Summit I, Sponsored by HUD 5

RENTAL HOUSING: INCORPORATING LIHTC IN YOUR
RENTAL HOUSING PROGRAM

Typical Project Costs

$   950,000 Total Development Costs
       75,000 Ineligible Costs
$   875,000 Eligible Basis
  X     130% Adjustment for QCT/DDA
$ 1,137,500 Adjusted Eligible Basis



Shared Visions: Summit I, Sponsored by HUD 6

RENTAL HOUSING: INCORPORATING LIHTC IN YOUR
RENTAL HOUSING PROGRAM

$ 1,137,500 Adjusted Eligible Basis
  X     100% Applicable Percentage
$ 1,137,500 Qualified Basis
X       8.16% New Construction Credit
$     92,820 Annual TC Allocation



Shared Visions: Summit I, Sponsored by HUD 7

RENTAL HOUSING: INCORPORATING LIHTC IN YOUR
RENTAL HOUSING PROGRAM

$    92,820 Annual TC Allocation
X           10 10-Year Credit Period
$  928,200 Total Amount of Credits
X        99% LP Share of Credits
   $918,918 Total Credits to LP
X        $.75 Amount/Tax Credit Dollar
$   689,189 Tax Credit Equity



Shared Visions: Summit I, Sponsored by HUD 8

RENTAL HOUSING: INCORPORATING LIHTC IN YOUR
RENTAL HOUSING PROGRAM

Tax Credit Equity $ 689,189
NAHASDA Funds & Other $ 260,811
TOTAL      $ 950,000

NAHASDA/Unit $   26,081

Leveraging Ratio    3.64 : 1



Shared Visions: Summit I, Sponsored by HUD 9

RENTAL HOUSING: INCORPORATING LIHTC IN YOUR
RENTAL HOUSING PROGRAM

qLIHTC Resources
lDevelopment Team
lPermanent Debt Financing
lConstruction & Gap Financing
lInternet
lThe Essential Guide to Housing Credit

Compliance



Shared Visions: Summit I, Sponsored by HUD 10

RENTAL HOUSING: INCORPORATING LIHTC IN YOUR
RENTAL HOUSING PROGRAM

qDevelopment Team
lAllocating Agency
lInvestors
lConsultants
lAttorneys
lAccountants



Shared Visions: Summit I, Sponsored by HUD 11

RENTAL HOUSING: INCORPORATING LIHTC IN YOUR
RENTAL HOUSING PROGRAM

qPermanent Debt Financing
lNAHSDA
lHOME
lRural Housing & Economic Development Office
lRural Development Section 515
lAffordable Housing Program



Shared Visions: Summit I, Sponsored by HUD 12

RENTAL HOUSING: INCORPORATING LIHTC IN YOUR
RENTAL HOUSING PROGRAM

qConstruction & Gap Financing
lHousing Assistance Council
lMercy Housing Loan Fund
lMcCauley Loan Fund



Shared Visions: Summit I, Sponsored by HUD 13

RENTAL HOUSING: INCORPORATING LIHTC IN YOUR
RENTAL HOUSING PROGRAM

qInternet
lhttp://www.hud.gov
lhttp://www.rurdev.gov
lhttp://www.fhlbanks.com/index.htm
lhttp://www.travois.com
lhttp://www.leonard.com
lhttp://govinfo.kerr.orst.edu/stateis.html
lhttp://www.timevalue.com/afrindex.htm



Shared Visions: Summit I, Sponsored by HUD 14

RENTAL HOUSING: INCORPORATING LIHTC IN YOUR
RENTAL HOUSING PROGRAM

qThe Essential Guide to Housing Credit
Compliance
lWritten by Anthony Freedman
lPublished by the National Council State

Housing Agencies
lhttp://www.ncsha.org

qManaging Housing Credit Apartments
lWritten by Heegaard, & Wilkins
lPublished by the Compass Group, LLC



Shared Visions: Summit I, Sponsored by HUD 15

RENTAL HOUSING: INCORPORATING LIHTC IN YOUR
RENTAL HOUSING PROGRAM

RENTAL HOUSING: INCORPORATING
LIHTC IN YOUR RENTAL HOUSING

PROGRAM



LIHTC
Glossary of Terms

4 Percent Credit

The credit percentage available for existing housing or for federally subsidized new construction or
rehabilitation.

9 Percent Credit

The credit percentage available for new construction or rehabilitation.

15-40 Test

 See Deep Rent Skewing Set-Aside.

20-50 Test

The 20-50 test is a minimum set-aside test used to determine if a building is a qualified low-income
housing project. Under the test, a building is generally a qualified low-income building if at least 20
percent of the units are both rent restricted and are occupied by tenants whose income is less than or
equal to 50 percent of area median gross income.

25-60 Test

The 25-60 test is a minimum set-aside test used to determine if a building is a qualified low-income
housing project. Under the test, a building is generally a qualified low-income building if at least 25
percent of the units are both rent restricted and are occupied by tenants whose income is less than or
equal to 60 percent of area median gross income. This test is applicable to New York City only, and is
applied in lieu of the 40-60 minimum set-aside test.

30 Percent Credit

See 4 Percent Credit.

LOW-INCOME HOUSING TAX CREDIT

40-60 Test

The 40-60 test is a minimum set-aside test used to determine if a building is a qualified low-income
housing project. Under the test, a building is generally a qualified low-income building if at least 40
percent of the units are both rent restricted and are occupied by tenants whose income is less than or
equal to 60 percent of area median gross income.

70 Percent Credit

See 9 Percent Credit.



Acquisition Cost

The cost of acquiring an existing building.

Adjusted Basis

The cost basis of a building adjusted for capital improvements minus depreciation allowable.

Adjusted Investor Equity

The aggregate amount of cash taxpayers invested increased by cost-of-living adjustment.

Allocations Agency

See Housing Credit Agency.

Applicable Federal Rate (AFR)

A short term, mid-term, and long-term rate debt rate that is redetermined on a monthly basis.

Applicable Fraction

The percentage of the building that is treated as low-income use and generally eligible for the LIHC.
The applicable fraction is the lesser of the unit fraction or the floor space fraction.

Applicable Percentage

The technical term for the credit percentage that a qualified low-income housing project is eligible for.

Area Median Gross Income

The gross income level that half the families in an area are below.

At-Risk Rule

The rule that limits the ability to include in eligible basis property purchased with nonrecourse
financing. An exception exists for nonrecourse financing that meets the definition of Qualified
Commercial Financing.

Below Market Federal Loan

Any loan funded by federal funds if the interest rate payable on such loan is less than the applicable
federal rate.

Compliance Period



The compliance period is the 15 year period over which a project must continue to satisfy the various
LIHC requirements in order to avoid tax credit recapture. The compliance period begins with the first
taxable year of the credit period.

Constitutional Home Rule Subdivision

A political subdivision with home rule powers under the state constitution; these subdivisions receive
special treatment under the LIHC state allocation rules.

Credit Period

The ten year period over which the LIHC is claimed. Generally begins on the date a property is placed
in service, but a taxpayer may elect to start the credit period as of the beginning of the year following
the year the LIHC property is placed in service.

Credit Recapture Amount

The amount of credit that is recaptured upon disposition of the LIHC project during the compliance
period; maximum recapture is two-thirds of the previously claimed credit; an interest charge also
applies.

Deep Rent Skewing Set-Aside

A special set-aside test that applies for purposes of determining if existing tenants qualify as,
low-income tenants; this special test is elective and must be met in addition to the general set-aside test
(i.e. 20-50, 40-60, and 25-60).

Difficult Development Area

Any area designated by HUD which has high construction, land or utility costs relative to area median
gross income.

Eligible Basis

A component of the Qualified Basis of an LIHC project, the eligible basis is generally equal to the
adjusted basis of the building, excluding land but including most amenities and common areas.

Existing Building

A building that has been previously placed in service.

Federally Assisted Building

Any building that is substantially assisted, financed, or operated under laws in effect the date of
enactment of the Tax Reform Act of 1986.

Extended Low-Income Housing Commitment



Any agreement between the taxpayer and the housing credit agency that extends the low-income
housing requirements for a full 30 years.

Extended Use Period

The period beginning on the first day that the building is part of a qualified low-income housing project
and ending on the date specified by the agency or fifteen years after the close of the compliance period.

Federally Subsidized

A building that is financed with a below-market federal loan or with a loan for which the interest
income earned by the holder of the loan is exempt from tax under IRC §103.

Floor Space Fraction

The fraction obtained by dividing the total floor space of the low-income units in the building by the
total floor space of all residential rental units in the building (whether or not occupied).

Grant

Amounts received from the federal, state or local government that do not have to be repaid.

Gross Income

All income from whatever source derived, including the value of property or services as well as cash.

Gross Rent

Does not include any amounts received from a rental assistance program, any utility allowance, or any
fee paid to the owner of the unit by any governmental program of assistance.

Housing Credit Agency

The state or local housing agency that has the authority to allocate and commit federal low-income
housing tax credits to a building.

Imputed Income Limitation

The income limit that would apply to a unit based on an assumed family size that is a function of the
number of bedrooms in the unit.

Low-Income Occupancy Percentage

See Applicable Fraction.

Low-Income Unit



A unit that (1) is rent-restricted and (2) has individuals occupying it who meet the income limitation
applicable under the elected minimum set-aside test.

Minimum Set-Aside Test

The test that is generally used to determine if a building is a qualified low-income housing project.
There are three different Minimum Set-Aside Tests with varying applicability. They are the 20-50 test,
the 40-60 test, and the 25-60 test.

New Building

A new building is a building the original use of which begins with the taxpayer. A new building also
includes qualifying substantial rehabilitation costs incurred with respect to existing buildings.

Nonqualified Nonrecourse Financing

Nonrecourse financing that is not Qualified Commercial Financing; this definition is used for purposes
of the LIHC at-risk rules.

Nonqualified Substantial Improvement

A term used in determining if an existing building is eligible for the acquisition credit; is any
substantial improvement for which Section 167(k) was elected or pre-86 Act depreciation rules apply.

Placed In Service Date

Generally marks the beginning of the credit period. Is defined as the date the property is ready for
occupancy.

Qualified Basis

Is the base that is multiplied by the credit percentage to determine the annual credit. The Qualified
Basis equals the applicable fraction times the eligible basis.

Qualified Census Tract

Any census tract in which 50 percent or more of the households have an income which is less than 60
percent of area median gross income.

Qualified Commercial Financing

The exception to the at-risk rules. To qualify, financing must generally be nonrecourse, the lender must
generally be actively engaged in the business of lending, the lender must not have previously owned the
property, and the lender must not earn a fee in connection with the acquisition of the property.

Qualified Contract



A bona fide contract to acquire a low-income housing tax credit project for the sum of the existing debt,
adjusted investor equity and other capital contributions, less project cash distributions.

Qualified Low-Income Building

A building that is part of a Qualified Low-Income Housing Project throughout the compliance period
and for which prior law depreciation rules do not apply.

Qualified Low-Income Housing Project

A residential rental project that satisfies the elected minimum set-aside test.

Qualified Nonprofit Organization

An organization that is described in Section 501(c)(3) or (4), that is exempt from tax under Section
501(a), and has as one of its exempt purposes the fostering of low-income housing.

Regulation D

A securities law regulation that explains the rules for three private offering exemptions from the general
rules that require securities registration.

Rehabilitation Expenditures

Amounts incurred in improving or making additions to property in connection with the rehabilitation of
an existing building.

Rent-Restricted Unit

A unit for which the rent charged to tenants is limited to 30 percent of the income limitation applicable
under the elected minimum set-aside test.

Scattered Site Project

A qualified low-income housing project located on multiple sites.

Section 167(k) Election

Any election available before the Tax Reform Act of 1986 that allowed building owners to amortize
rehabilitation costs over 60 months.

State Housing Credit Ceiling

The maximum amount of LIHC a state may allocate in a given year, is calculated at $1.25 a resident for
the 1987 to 1989 calendar years. In 1990, the maximum LIHC amount is calculated at $.9375 a
resident.



Substantial Improvement

Used in connection with determining the eligibility of an existing building for the LIHC is any amount
incurred during a 24 month period if the costs incurred over the 24 month period equal or exceed 25
percent of the adjusted basis of the building as of the first day of such period.

Supportive Service

Any service provided under a planned program of services designed to enable residents to remain
independent and avoid placement in a hospital, nursing home or intermediate care facility.

Tax Shelter Registration

Certain partnerships or other investments with significant tax benefits must register as tax shelters with
the Internal Revenue Service and certain state tax agencies.

Unit Fraction

The unit fraction is the fraction obtained by dividing the number of low-income units in a building by
the total number of units in the building (whether or not occupied).

Utility Allowance

Amount determined by the Secretary of the Treasury to be the average cost of tenant utilities.



Internal Revenue Code

Section 42: Low-Income Housing Credit

STATUTE
(a) In general
For purposes of section 38, the amount of the low-income housing credit
determined under this section for any taxable year in the credit period shall be an
amount equal to -

(1) the applicable percentage of

(2) the qualified basis of each qualified low-income building.

(b) Applicable percentage: 70 percent present value
credit for certain new buildings; 30 percent present
value credit for certain other buildings
For purposes of this section -

(b)(1) Building placed in service during 1987
In the case of any qualified low-income building placed in service by the taxpayer
during 1987, the term 'applicable percentage' means -

(A) 9 percent for new buildings which are not federally subsidized for the taxable
year, or

(B) 4 percent for -

(i) new buildings which are federally subsidized for the taxable year, and

(ii) existing buildings.

(b)(2) Buildings placed in service after 1987

(b)(2)(A) In general

In the case of any qualified low-income building placed in service by the taxpayer
after 1987, the term 'applicable percentage' means the appropriate percentage
prescribed by the Secretary for the earlier of -

(i) the month in which such building is placed in service, or

(ii) at the election of the taxpayer -



(I) the month in which the taxpayer and the housing credit agency enter into an
agreement with respect to such building (which is binding on such agency, the taxpayer,
and all successors in interest) as to the housing credit dollar amount to be allocated to
such building, or

(II) in the case of any building to which subsection (h)(4)(B) applies, the month in which
the tax-exempt obligations are issued.

A month may be elected under clause (ii) only if the election is made not later than
the 5th day after the close of such month. Such an election, once made, shall be
irrevocable.

(b)(2)(B) Method of prescribing percentages

The percentages prescribed by the Secretary for any month shall be percentages which
will yield over a 10-year period amounts of credit under subsection (a) which have a
present value equal to -

(i) 70 percent of the qualified basis of a building described in paragraph (1)(A), and

(ii) 30 percent of the qualified basis of a building described in paragraph (1)(B).

(b)(2)(C) Method of discounting

The present value under subparagraph (B) shall be determined -

(i) as of the last day of the 1st year of the 10-year period referred to in subparagraph (B),

(ii) by using a discount rate equal to 72 percent of the average of the annual Federal mid-term
rate and the annual Federal long-term rate applicable under section 1274(d)(1) to the month
applicable under clause (i) or (ii) of subparagraph (A) and compounded annually, and

(iii) by assuming that the credit allowable under this section for any year is received on the
last day of such year.

(b)(3) Cross references

(A) For treatment of certain rehabilitation expenditures as separate new buildings, see
subsection (e).

(B) For determination of applicable percentage for increases in qualified basis after the 1st
year of the credit period, see subsection (f)(3).

(C) For authority of housing credit agency to limit applicable percentage and qualified basis
which may be taken into account under this section with respect to any building, see
subsection (h)(7).

(c) Qualified basis; qualified low-income building
For purposes of this section -



(c)(1) Qualified basis

(c)(1)(A) Determination

The qualified basis of any qualified low-income building for any taxable year is an
amount equal to -

(i) the applicable fraction (determined as of the close of such taxable year) of

(ii) the eligible basis of such building (determined under subsection (d)(5)).

(c)(1)(B) Applicable fraction

For purposes of subparagraph (A), the term 'applicable fraction' means the smaller of
the unit fraction or the floor space fraction.

(c)(1)(C) Unit fraction

For purposes of subparagraph (B), the term 'unit fraction' means the fraction -

(i) the numerator of which is the number of low-income units in the building, and

(ii) the denominator of which is the number of residential rental units (whether or not
occupied) in such building.

(c)(1)(D) Floor space fraction

For purposes of subparagraph (B), the term 'floor space fraction' means the fraction -

(i) the numerator of which is the total floor space of the low-income units in such building,
and

(ii) the denominator of which is the total floor space of the residential rental units (whether or
not occupied) in such building.

(c)(1)(E) Qualified basis to include portion of building used to provide supportive services
for homeless

In the case of a qualified low-income building described in subsection (i)(3)(B)(iii), the
qualified basis of such building for any taxable year shall be increased by the lesser of -

(i) so much of the eligible basis of such building as is used throughout the year to provide
supportive services designed to assist tenants in locating and retaining permanent housing, or

(ii) 20 percent of the qualified basis of such building (determined without regard to this
subparagraph).

(c)(2) Qualified low-income building
The term 'qualified low-income building' means any building -

(A) which is part of a qualified low-income housing project at all times during the period -

(i) beginning on the 1st day in the compliance period on which such building is part of such a
project, and

(ii) ending on the last day of the compliance period with respect to such building, and



(B) to which the amendments made by section 201(a) of the Tax Reform Act of 1986 apply.

Such term does not include any building with respect to which moderate rehabilitation
assistance is provided, at any time during the compliance period, under section 8(e)(2)
(FOOTNOTE 1) of the United States Housing Act of 1937 (other than assistance under
the Stewart B. McKinney Homeless Assistance Act of 1988 (as in effect on the date of
the enactment of this sentence)).

(FOOTNOTE 1) See References in Text note below. (d) Eligible basis

For purposes of this section -
(1) New buildings
  The eligible basis of a new building is its adjusted basis as
of the close of the 1st taxable year of the credit period.
(2) Existing buildings
  (A) In general
    The eligible basis of an existing building is -
      (i) in the case of a building which meets the requirements
    of subparagraph (B), its adjusted basis as of the close of
    the 1st taxable year of the credit period, and
      (ii) zero in any other case.
  (B) Requirements
    A building meets the requirements of this subparagraph if -
      (i) the building is acquired by purchase (as defined in
    section 179(d)(2)),
      (ii) there is a period of at least 10 years between the
    date of its acquisition by the taxpayer and the later of -
        (I) the date the building was last placed in service, or
        (II) the date of the most recent nonqualified substantial
      improvement of the building,
      (iii) the building was not previously placed in service by
    the taxpayer or by any person who was a related person with
    respect to the taxpayer as of the time previously placed in
    service, and
      (iv) except as provided in subsection (f)(5), a credit is
    allowable under subsection (a) by reason of subsection (e)
    with respect to the building.

(c)(2)(C) Adjusted basis

For purposes of subparagraph (A), the adjusted basis of any building shall not include
so much of the basis of such building as is determined by reference to the basis of other
property held at any time by the person acquiring the building.

(c)(2)(D) Special rules for subparagraph (B)

(c)(2)(D)(i) Nonqualified substantial improvement

For purposes of subparagraph (B)(ii) -
(c)(2)(D)(i)(I) In general

The term 'nonqualified substantial improvement' means any substantial improvement if
section 167(k) (as in effect on the day before the date of the enactment of the Revenue
Reconciliation Act of 1990) was elected with respect to such improvement or section



168 (as in effect on the day before the date of the enactment of the Tax Reform Act of
1986) applied to such improvement.
(c)(2)(D)(i)(II) Date of substantial improvement

The date of a substantial improvement is the last day of the 24-month period referred to
in subclause (III).
(c)(2)(D)(i)(III) Substantial improvement

The term 'substantial improvement' means the improvements added to capital account
with respect to the building during any 24-month period, but only if the sum of the
amounts added to such account during such period equals or exceeds 25 percent of the
adjusted basis of the building (determined without regard to paragraphs (2) and (3) of
section 1016(a)) as of the 1st day of such period.
(c)(2)(D)(ii) Special rules for certain transfers

For purposes of determining under subparagraph (B)(ii) when a building was last placed
in service, there shall not be taken into account any placement in service -

(I) in connection with the acquisition of the building in a transaction in which the basis of the
building in the hands of the person acquiring it is determined in whole or in part by reference
to the adjusted basis of such building in the hands of the person from whom acquired,

(II) by a person whose basis in such building is determined under section 1014(a) (relating to
property acquired from a decedent),

(III) by any governmental unit or qualified nonprofit organization (as defined in subsection
(h)(5)) if the requirements of subparagraph (B)(ii) are met with respect to the placement in
service by such unit or organization and all the income from such property is exempt from
Federal income taxation,

(IV) by any person who acquired such building by foreclosure (or by instrument in lieu of
foreclosure) of any purchase-money security interest held by such person if the requirements
of subparagraph (B)(ii) are met with respect to the placement in service by such person and
such building is resold within 12 months after the date such building is placed in service by
such person after such foreclosure, or

(V) of a single-family residence by any individual who owned and used such residence for no
other purpose than as his principal residence.

(c)(2)(D)(iii) Related person, etc.

(c)(2)(D)(iii)(I) Application of section 179

For purposes of subparagraph (B)(i), section 179(d) shall be applied by substituting '10
percent' for '50 percent' in section (FOOTNOTE 2) 267(b) and 707(b) and in section
179(b)(7).

(FOOTNOTE 2) So in original. Probably should be 'sections'.



(c)(2)(D)(iii)(II) Related person

For purposes of subparagraph (B)(iii), a person (hereinafter in this subclause referred to
as the 'related person') is related to any person if the related person bears a relationship
to such person specified in section 267(b) or 707(b)(1), or the related person and such
person are engaged in trades or businesses under common control (within the meaning
of subsections (a) and (b) of section 52). For purposes of the preceding sentence, in
applying section 267(b) or 707(b)(1), '10 percent' shall be substituted for '50 percent'.

(c)(3) Eligible basis reduced where disproportionate standards for units

(c)(3)(A) In general

Except as provided in subparagraph (B), the eligible basis of any building shall be
reduced by an amount equal to the portion of the adjusted basis of the building which is
attributable to residential rental units in the building which are not low-income units and
which are above the average quality standard of the low-income units in the building.

(c)(3)(B) Exception where taxpayer elects to exclude excess costs

(c)(3)(B)(i) In general

Subparagraph (A) shall not apply with respect to a residential rental unit in a building
which is not a low-income unit if -

(I) the excess described in clause (ii) with respect to such unit is not greater than 15 percent
of the cost described in clause (ii)(II), and

(II) the taxpayer elects to exclude from the eligible basis of such building the excess
described in clause (ii) with respect to such unit.

(c)(3)(B)(ii) Excess

The excess described in this clause with respect to any unit is the excess of -

(I) the cost of such unit, over

(II) the amount which would be the cost of such unit if the average cost per square foot of
low-income units in the building were substituted for the cost per square foot of such unit.

 The Secretary may by regulation provide for the determination
  of the excess under this clause on a basis other than square
  foot costs.

(c)(4) Special rules relating to determination of adjusted basis
For purposes of this subsection -

(c)(4)(A) In general

Except as provided in subparagraph (B), the adjusted basis of any building shall be
determined without regard to the adjusted basis of any property which is not residential
rental property.



(c)(4)(B) Basis of property in common areas, etc., included

The adjusted basis of any building shall be determined by taking into account the
adjusted basis of property (of a character subject to the allowance for depreciation)
used in common areas or provided as comparable amenities to all residential rental
units in such building.

(c)(4)(C) No reduction for depreciation

The adjusted basis of any building shall be determined without regard to paragraphs (2)
and (3) of section 1016(a).

(c)(5) Special rules for determining eligible basis

(c)(5)(A) Eligible basis reduced by Federal grants

If, during any taxable year of the compliance period, a grant is made with respect to any
building or the operation thereof and any portion of such grant is funded with Federal
funds (whether or not includible in gross income), the eligible basis of such building for
such taxable year and all succeeding taxable years shall be reduced by the portion of
such grant which is so funded.

(c)(5)(B) Eligible basis not to include expenditures where section 167(k) elected

The eligible basis of any building shall not include any portion of its adjusted basis
which is attributable to amounts with respect to which an election is made under section
167(k) (as in effect on the day before the date of the enactment of the Revenue
Reconciliation Act of 1990).

(c)(5)(C) Increase in credit for buildings in high cost areas

(c)(5)(C)(i) In general

In the case of any building located in a qualified census tract or difficult development
area which is designated for purposes of this subparagraph -

(I) in the case of a new building, the eligible basis of such building shall be 130 percent of
such basis determined without regard to this subparagraph, and

(II) in the case of an existing building, the rehabilitation expenditures taken into account
under subsection (e) shall be 130 percent of such expenditures determined without regard to
this subparagraph.

(c)(5)(C)(ii) Qualified census tract

(c)(5)(C)(ii)(I) In general

The term 'qualified census tract' means any census tract which is designated by the
Secretary of Housing and Urban Development and, for the most recent year for which
census data are available on household income in such tract, in which 50 percent or
more of the households have an income which is less than 60 percent of the area
median gross income for such year. If the Secretary of Housing and Urban
Development determines that sufficient data for any period are not available to apply
this clause on the basis of census tracts, such Secretary shall apply this clause for such
period on the basis of enumeration districts.



(c)(5)(C)(ii)(II) Limit on MSA's designated

The portion of a metropolitan statistical area which may be designated for purposes of
this subparagraph shall not exceed an area having 20 percent of the population of such
metropolitan statistical area.
(c)(5)(C)(ii)(III) Determination of areas

For purposes of this clause, each metropolitan statistical area shall be treated as a
separate area and all nonmetropolitan areas in a State shall be treated as 1 area.
(c)(5)(C)(iii) Difficult development areas

(c)(5)(C)(iii)(I) In general

The term 'difficult development areas' means any area designated by the Secretary of
Housing and Urban Development as an area which has high construction, land, and
utility costs relative to area median gross income.
(c)(5)(C)(iii)(II) Limit on areas designated

The portions of metropolitan statistical areas which may be designated for purposes of
this subparagraph shall not exceed an aggregate area having 20 percent of the
population of such metropolitan statistical areas. A comparable rule shall apply to
nonmetropolitan areas.
(c)(5)(C)(iv) Special rules and definitions

For purposes of this subparagraph -

(I) population shall be determined on the basis of the most recent decennial census for which
data are available,

(II) area median gross income shall be determined in accordance with subsection (g)(4),

(III) the term 'metropolitan statistical area' has the same meaning as when used in section
143(k)(2)(B), and

(IV) the term 'nonmetropolitan area' means any county (or portion thereof) which is not
within a metropolitan statistical area.

(c)(6) Credit allowable for certain federally-assisted buildings acquired during
10-year period described in paragraph

    (2)(B)(ii)

(c)(6)(A) In general

On application by the taxpayer, the Secretary (after consultation with the appropriate
Federal official) may waive paragraph (2)(B)(ii) with respect to any federally-assisted
building if the Secretary determines that such waiver is necessary -

(i) to avert an assignment of the mortgage secured by property in the project (of which such
building is a part) to the Department of Housing and Urban Development or the Farmers
Home Administration, or



(ii) to avert a claim against a Federal mortgage insurance fund (or such Department or
Administration) with respect to a mortgage which is so secured.

The preceding sentence shall not apply to any building described in paragraph (7)(B).

(c)(6)(B) Federally-assisted building

For purposes of subparagraph (A), the term 'federally-assisted building' means any
building which is substantially assisted, financed, or operated under -

(i) section 8 of the United States Housing Act of 1937,

(ii) section 221(d)(3) or 236 of the National Housing Act, or

(iii) section 515 of the Housing Act of 1949,

as such Acts are in effect on the date of the enactment of the Tax Reform Act of 1986.

(c)(6)(C) Low-income buildings where mortgage may be prepaid

A waiver may be granted under subparagraph (A) (without regard to any clause thereof)
with respect to a federally-assisted building described in clause (ii) or (iii) of
subparagraph (B) if -

(i) the mortgage on such building is eligible for prepayment under subtitle B of the
Emergency Low Income Housing Preservation Act of 1987 or under section 502(c) of the
Housing Act of 1949 at any time within 1 year after the date of the application for such a
waiver,

(ii) the appropriate Federal official certifies to the Secretary that it is reasonable to expect
that, if the waiver is not granted, such building will cease complying with its low-income
occupancy requirements, and

(iii) the eligibility to prepay such mortgage without the approval of the appropriate Federal
official is waived by all persons who are so eligible and such waiver is binding on all
successors of such persons.

(c)(6)(D) Buildings acquired from insured depository institutions in default

A waiver may be granted under subparagraph (A) (without regard to any clause thereof)
with respect to any building acquired from an insured depository institution in default (as
defined in section 3 of the Federal Deposit Insurance Act) or from a receiver or
conservator of such an institution.

(c)(6)(E) Appropriate Federal official

For purposes of subparagraph (A), the term 'appropriate Federal official' means -

(i) the Secretary of Housing and Urban Development in the case of any building described in
subparagraph (B) by reason of clause (i) or (ii) thereof, and

(ii) the Secretary of Agriculture in the case of any building described in subparagraph (B) by
reason of clause (iii) thereof.



(c)(7) Acquisition of building before end of prior compliance period

(c)(7)(A) In general

Under regulations prescribed by the Secretary, in the case of a building described in
subparagraph (B) (or interest therein) which is acquired by the taxpayer -

(i) paragraph (2)(B) shall not apply, but

(ii) the credit allowable by reason of subsection (a) to the taxpayer for any period after such
acquisition shall be equal to the amount of credit which would have been allowable under
subsection (a) for such period to the prior owner referred to in subparagraph (B) had such
owner not disposed of the building.

(c)(7)(B) Description of building

A building is described in this subparagraph if -

(i) a credit was allowed by reason of subsection (a) to any prior owner of such building, and

(ii) the taxpayer acquired such building before the end of the compliance period for such
building with respect to such prior owner (determined without regard to any disposition by
such prior owner).

(e) Rehabilitation expenditures treated as separate new building
  (1) In general
    Rehabilitation expenditures paid or incurred by the taxpayer
  with respect to any building shall be treated for purposes of
  this section as a separate new building.
  (2) Rehabilitation expenditures
    For purposes of paragraph (1) -
    (A) In general
      The term 'rehabilitation expenditures' means amounts
    chargeable to capital account and incurred for property (or
    additions or improvements to property) of a character subject
    to the allowance for depreciation in connection with the
    rehabilitation of a building.
    (B) Cost of acquisition, etc, (FOOTNOTE 3) not included

(FOOTNOTE 3) So in original. Probably should be 'etc.,'.

      Such term does not include the cost of acquiring any building
    (or interest therein) or any amount not permitted to be taken
    into account under paragraph (3) or (4) of subsection (d).
  (3) Minimum expenditures to qualify
    (A) In general
      Paragraph (1) shall apply to rehabilitation expenditures with
    respect to any building only if -
        (i) the expenditures are allocable to 1 or more low-income
      units or substantially benefit such units, and
        (ii) the amount of such expenditures during any 24-month
      period meets the requirements of whichever of the following



      subclauses requires the greater amount of such expenditures:
          (I) The requirement of this subclause is met if such
        amount is not less than 10 percent of the adjusted basis of
        the building (determined as of the 1st day of such period
        and without regard to paragraphs (2) and (3) of section
        1016(a)).
          (II) The requirement of this subclause is met if the
        qualified basis attributable to such amount, when divided
        by the number of low-income units in the building, is
        $3,000 or more.
    (B) Exception from 10 percent rehabilitation
      In the case of a building acquired by the taxpayer from a
    governmental unit, at the election of the taxpayer,
    subparagraph (A)(ii)(I) shall not apply and the credit under
    this section for such rehabilitation expenditures shall be
    determined using the percentage applicable under subsection
    (b)(2)(B)(ii).
    (C) Date of determination
      The determination under subparagraph (A) shall be made as of
    the close of the 1st taxable year in the credit period with
    respect to such expenditures.
  (4) Special rules
    For purposes of applying this section with respect to
  expenditures which are treated as a separate building by reason
  of this subsection -
      (A) such expenditures shall be treated as placed in service
    at the close of the 24-month period referred to in paragraph
    (3)(A), and
      (B) the applicable fraction under subsection (c)(1) shall be
    the applicable fraction for the building (without regard to
    paragraph (1)) with respect to which the expenditures were
    incurred.
  Nothing in subsection (d)(2) shall prevent a credit from being
  allowed by reason of this subsection.
  (5) No double counting
    Rehabilitation expenditures may, at the election of the
  taxpayer, be taken into account under this subsection or
  subsection (d)(2)(A)(i) but not under both such subsections.
  (6) Regulations to apply subsection with respect to group of
      units in building
    The Secretary may prescribe regulations, consistent with the
  purposes of this subsection, treating a group of units with
  respect to which rehabilitation expenditures are incurred as a
  separate new building.
(f) Definition and special rules relating to credit period
  (1) Credit period defined
    For purposes of this section, the term 'credit period' means,
  with respect to any building, the period of 10 taxable years
  beginning with -
      (A) the taxable year in which the building is placed in
    service, or
      (B) at the election of the taxpayer, the succeeding taxable
    year,
  but only if the building is a qualified low-income building as of
  the close of the 1st year of such period.  The election under
  subparagraph (B), once made, shall be irrevocable.
  (2) Special rule for 1st year of credit period



    (A) In general
      The credit allowable under subsection (a) with respect to any
    building for the 1st taxable year of the credit period shall be
    determined by substituting for the applicable fraction under
    subsection (c)(1) the fraction -
        (i) the numerator of which is the sum of the applicable
      fractions determined under subsection (c)(1) as of the close
      of each full month of such year during which such building
      was in service, and
        (ii) the denominator of which is 12.
    (B) Disallowed 1st year credit allowed in 11th year
      Any reduction by reason of subparagraph (A) in the credit
    allowable (without regard to subparagraph (A)) for the 1st
    taxable year of the credit period shall be allowable under
    subsection (a) for the 1st taxable year following the credit
    period.
  (3) Determination of applicable percentage with respect to
      increases in qualified basis after 1st year of credit period
    (A) In general
      In the case of any building which was a qualified low-income
    building as of the close of the 1st year of the credit period,
    if -
        (i) as of the close of any taxable year in the compliance
      period (after the 1st year of the credit period) the
      qualified basis of such building exceeds
        (ii) the qualified basis of such building as of the close
      of the 1st year of the credit period,
    the applicable percentage which shall apply under subsection
    (a) for the taxable year to such excess shall be the percentage
    equal to 2/3 of the applicable percentage which (after the
    application of subsection (h)) would but for this paragraph
    apply to such basis.
    (B) 1st year computation applies
      A rule similar to the rule of paragraph (2)(A) shall apply to
    any increase in qualified basis to which subparagraph (A)
    applies for the 1st year of such increase.
  (4) Dispositions of property
    If a building (or an interest therein) is disposed of during
  any year for which credit is allowable under subsection (a), such
  credit shall be allocated between the parties on the basis of the
  number of days during such year the building (or interest) was
  held by each.  In any such case, proper adjustments shall be made
  in the application of subsection (j).
  (5) Credit period for existing buildings not to begin before
      rehabilitation credit allowed
    (A) In general
      The credit period for an existing building shall not begin
    before the 1st taxable year of the credit period for
    rehabilitation expenditures with respect to the building.
    (B) Acquisition credit allowed for certain buildings not
        allowed a rehabilitation credit
      (i) In general
        In the case of a building described in clause (ii) -
          (I) subsection (d)(2)(B)(iv) shall not apply, and
          (II) the credit period for such building shall not begin
        before the taxable year which would be the 1st taxable year
        of the credit period for rehabilitation expenditures with



        respect to the building under the modifications described
        in clause (ii)(II).
      (ii) Building described
        A building is described in this clause if -
          (I) a waiver is granted under subsection (d)(6)(C) with
        respect to the acquisition of the building, and
          (II) a credit would be allowed for rehabilitation
        expenditures with respect to such building if subsection
        (e)(3)(A)(ii)(I) did not apply and if subsection
        (e)(3)(A)(ii)(II) were applied by substituting '$2,000' for
        '$3,000'.
(g) Qualified low-income housing project
  For purposes of this section -
  (1) In general
    The term 'qualified low-income housing project' means any
  project for residential rental property if the project meets the
  requirements of subparagraph (A) or (B) whichever is elected by
  the taxpayer:
    (A) 20-50 test
      The project meets the requirements of this subparagraph if 20
    percent or more of the residential units in such project are
    both rent-restricted and occupied by individuals whose income
    is 50 percent or less of area median gross income.
    (B) 40-60 test
      The project meets the requirements of this subparagraph if 40
    percent or more of the residential units in such project are
    both rent-restricted and occupied by individuals whose income
    is 60 percent or less of area median gross income.
  Any election under this paragraph, once made, shall be
  irrevocable.  For purposes of this paragraph, any property shall
  not be treated as failing to be residential rental property
  merely because part of the building in which such property is
  located is used for purposes other than residential rental
  purposes.
  (2) Rent-restricted units
    (A) In general
      For purposes of paragraph (1), a residential unit is
    rent-restricted if the gross rent with respect to such unit
    does not exceed 30 percent of the imputed income limitation
    applicable to such unit.  For purposes of the preceding
    sentence, the amount of the income limitation under paragraph
    (1) applicable for any period shall not be less than such
    limitation applicable for the earliest period the building
    (which contains the unit) was included in the determination of
    whether the project is a qualified low-income housing project.
    (B) Gross rent
      For purposes of subparagraph (A), gross rent -
        (i) does not include any payment under section 8 of the
      United States Housing Act of 1937 or any comparable rental
      assistance program (with respect to such unit or occupants
      thereof),
        (ii) includes any utility allowance determined by the
      Secretary after taking into account such determinations under
      section 8 of the United States Housing Act of 1937,
        (iii) does not include any fee for a supportive service
      which is paid to the owner of the unit (on the basis of the
      low-income status of the tenant of the unit) by any



      governmental program of assistance (or by an organization
      described in section 501(c)(3) and exempt from tax under
      section 501(a)) if such program (or organization) provides
      assistance for rent and the amount of assistance provided for
      rent is not separable from the amount of assistance provided
      for supportive services, and
        (iv) does not include any rental payment to the owner of
      the unit to the extent such owner pays an equivalent amount
      to the Farmers' Home Administration under section 515 of the
      Housing Act of 1949.
    For purposes of clause (iii), the term 'supportive service'
    means any service provided under a planned program of services
    designed to enable residents of a residential rental property
    to remain independent and avoid placement in a hospital,
    nursing home, or intermediate care facility for the mentally or
    physically handicapped.  In the case of a single-room occupancy
    unit or a building described in subsection (i)(3)(B)(iii), such
    term includes any service provided to assist tenants in
    locating and retaining permanent housing.
    (C) Imputed income limitation applicable to unit
      For purposes of this paragraph, the imputed income limitation
    applicable to a unit is the income limitation which would apply
    under paragraph (1) to individuals occupying the unit if the
    number of individuals occupying the unit were as follows:
        (i) In the case of a unit which does not have a separate
      bedroom, 1 individual.
        (ii) In the case of a unit which has 1 or more separate
      bedrooms, 1.5 individuals for each separate bedroom.
    In the case of a project with respect to which a credit is
    allowable by reason of this section and for which financing is
    provided by a bond described in section 142(a)(7), the imputed
    income limitation shall apply in lieu of the otherwise
    applicable income limitation for purposes of applying section
    142(d)(4)(B)(ii).
    (D) Treatment of units occupied by individuals whose incomes
        rise above limit
      (i) In general
        Except as provided in clause (ii), notwithstanding an
      increase in the income of the occupants of a low-income unit
      above the income limitation applicable under paragraph (1),
      such unit shall continue to be treated as a low-income unit
      if the income of such occupants initially met such income
      limitation and such unit continues to be rent-restricted.
      (ii) Next available unit must be rented to low-income tenant
          if income rises above 140 percent of income limit
        If the income of the occupants of the unit increases above
      140 percent of the income limitation applicable under
      paragraph (1), clause (i) shall cease to apply to such unit
      if any residential rental unit in the building (of a size
      comparable to, or smaller than, such unit) is occupied by a
      new resident whose income exceeds such income limitation.  In
      the case of a project described in section 142(d)(4)(B), the
      preceding sentence shall be applied by substituting '170
      percent' for '140 percent' and by substituting 'any
      low-income unit in the building is occupied by a new resident
      whose income exceeds 40 percent of area median gross income'
      for 'any residential unit in the building (of a size



      comparable to, or smaller than, such unit) is occupied by a
      new resident whose income exceeds such income limitation'.
    (E) Units where Federal rental assistance is reduced as
        tenant's income increases
      If the gross rent with respect to a residential unit exceeds
    the limitation under subparagraph (A) by reason of the fact
    that the income of the occupants thereof exceeds the income
    limitation applicable under paragraph (1), such unit shall,
    nevertheless, be treated as a rent-restricted unit for purposes
    of paragraph (1) if -
        (i) a Federal rental assistance payment described in
      subparagraph (B)(i) is made with respect to such unit or its
      occupants, and
        (ii) the sum of such payment and the gross rent with
      respect to such unit does not exceed the sum of the amount of
      such payment which would be made and the gross rent which
      would be payable with respect to such unit if -
          (I) the income of the occupants thereof did not exceed
        the income limitation applicable under paragraph (1), and
          (II) such units were rent-restricted within the meaning
        of subparagraph (A).
    The preceding sentence shall apply to any unit only if the
    result described in clause (ii) is required by Federal statute
    as of the date of the enactment of this subparagraph and as of
    the date the Federal rental assistance payment is made.
  (3) Date for meeting requirements
    (A) In general
      Except as otherwise provided in this paragraph, a building
    shall be treated as a qualified low-income building only if the
    project (of which such building is a part) meets the
    requirements of paragraph (1) not later than the close of the
    1st year of the credit period for such building.
    (B) Buildings which rely on later buildings for qualification
      (i) In general
        In determining whether a building (hereinafter in this
      subparagraph referred to as the 'prior building') is a
      qualified low-income building, the taxpayer may take into
      account 1 or more additional buildings placed in service
      during the 12-month period described in subparagraph (A) with
      respect to the prior building only if the taxpayer elects to
      apply clause (ii) with respect to each additional building
      taken into account.
      (ii) Treatment of elected buildings
        In the case of a building which the taxpayer elects to take
      into account under clause (i), the period under subparagraph
      (A) for such building shall end at the close of the 12-month
      period applicable to the prior building.
      (iii) Date prior building is treated as placed in service
        For purposes of determining the credit period and the
      compliance period for the prior building, the prior building
      shall be treated for purposes of this section as placed in
      service on the most recent date any additional building
      elected by the taxpayer (with respect to such prior building)
      was placed in service.
    (C) Special rule
      A building -
        (i) other than the 1st building placed in service as part



      of a project, and
        (ii) other than a building which is placed in service
      during the 12-month period described in subparagraph (A) with
      respect to a prior building which becomes a qualified
      low-income building,
    shall in no event be treated as a qualified low-income building
    unless the project is a qualified low-income housing project
    (without regard to such building) on the date such building is
    placed in service.
    (D) Projects with more than 1 building must be identified
      For purposes of this section, a project shall be treated as
    consisting of only 1 building unless, before the close of the
    1st calendar year in the project period (as defined in
    subsection (h)(1)(F)(ii)), each building which is (or will be)
    part of such project is identified in such form and manner as
    the Secretary may provide.
  (4) Certain rules made applicable
    Paragraphs (2) (other than subparagraph (A) thereof), (3), (4),
  (5), (6), and (7) of section 142(d), and section 6652(j), shall
  apply for purposes of determining whether any project is a
  qualified low-income housing project and whether any unit is a
  low-income unit; except that, in applying such provisions for
  such purposes, the term 'gross rent' shall have the meaning given
  such term by paragraph (2)(B) of this subsection.
  (5) Election to treat building after compliance period as not
      part of a project
    For purposes of this section, the taxpayer may elect to treat
  any building as not part of a qualified low-income housing
  project for any period beginning after the compliance period for
  such building.
  (6) Special rule where de minimis equity contribution
    Property shall not be treated as failing to be residential
  rental property for purposes of this section merely because the
  occupant of a residential unit in the project pays (on a
  voluntary basis) to the lessor a de minimis amount to be held
  toward the purchase by such occupant of a residential unit in
  such project if -
      (A) all amounts so paid are refunded to the occupant on the
    cessation of his occupancy of a unit in the project, and
      (B) the purchase of the unit is not permitted until after the
    close of the compliance period with respect to the building in
    which the unit is located.
  Any amount paid to the lessor as described in the preceding
  sentence shall be included in gross rent under paragraph (2) for
  purposes of determining whether the unit is rent- restricted.
  (7) Scattered site projects
    Buildings which would (but for their lack of proximity) be
  treated as a project for purposes of this section shall be so
  treated if all of the dwelling units in each of the buildings are
  rent-restricted (within the meaning of paragraph (2)) residential
  rental units.
(h) Limitation on aggregate credit allowable with respect to
    projects located in a State
  (1) Credit may not exceed credit amount allocated to building
    (A) In general
      The amount of the credit determined under this section for
    any taxable year with respect to any building shall not exceed



    the housing credit dollar amount allocated to such building
    under this subsection.
    (B) Time for making allocation
      Except in the case of an allocation which meets the
    requirements of subparagraph (C), (D), (E), or (F), an
    allocation shall be taken into account under subparagraph (A)
    only if it is made not later than the close of the calendar
    year in which the building is placed in service.
    (C) Exception where binding commitment
      An allocation meets the requirements of this subparagraph if
    there is a binding commitment (not later than the close of the
    calendar year in which the building is placed in service) by
    the housing credit agency to allocate a specified housing
    credit dollar amount to such building beginning in a specified
    later taxable year.
    (D) Exception where increase in qualified basis
      (i) In general
        An allocation meets the requirements of this subparagraph
      if such allocation is made not later than the close of the
      calendar year in which ends the taxable year to which it will
      1st apply but only to the extent the amount of such
      allocation does not exceed the limitation under clause (ii).
      (ii) Limitation
        The limitation under this clause is the amount of credit
      allowable under this section (without regard to this
      subsection) for a taxable year with respect to an increase in
      the qualified basis of the building equal to the excess of -
          (I) the qualified basis of such building as of the close
        of the 1st taxable year to which such allocation will
        apply, over
          (II) the qualified basis of such building as of the close
        of the 1st taxable year to which the most recent prior
        housing credit allocation with respect to such building
        applied.
      (iii) Housing credit dollar amount reduced by full allocation
        Notwithstanding clause (i), the full amount of the
      allocation shall be taken into account under paragraph (2).
    (E) Exception where 10 percent of cost incurred
      (i) In general
        An allocation meets the requirements of this subparagraph
      if such allocation is made with respect to a qualified
      building which is placed in service not later than the close
      of the second calendar year following the calendar year in
      which the allocation is made.
      (ii) Qualified building
        For purposes of clause (i), the term 'qualified building'
      means any building which is part of a project if the
      taxpayer's basis in such project (as of the close of the
      calendar year in which the allocation is made) is more than
      10 percent of the taxpayer's reasonably expected basis in
      such project (as of the close of the second calendar year
      referred to in clause (i)). Such term does not include any
      existing building unless a credit is allowable under
      subsection (e) for rehabilitation expenditures paid or
      incurred by the taxpayer with respect to such building for a
      taxable year ending during the second calendar year referred
      to in clause (i) or the prior taxable year.



    (F) Allocation of credit on a project basis
      (i) In general
        In the case of a project which includes (or will include)
      more than 1 building, an allocation meets the requirements of
      this subparagraph if -
          (I) the allocation is made to the project for a calendar
        year during the project period,
          (II) the allocation only applies to buildings placed in
        service during or after the calendar year for which the
        allocation is made, and
          (III) the portion of such allocation which is allocated
        to any building in such project is specified not later than
        the close of the calendar year in which the building is
        placed in service.
      (ii) Project period
        For purposes of clause (i), the term 'project period' means
      the period -
          (I) beginning with the 1st calendar year for which an
        allocation may be made for the 1st building placed in
        service as part of such project, and
          (II) ending with the calendar year the last building is
        placed in service as part of such project.
  (2) Allocated credit amount to apply to all taxable years ending
      during or after credit allocation year
    Any housing credit dollar amount allocated to any building for
  any calendar year -
      (A) shall apply to such building for all taxable years in the
    compliance period ending during or after such calendar year,
    and
      (B) shall reduce the aggregate housing credit dollar amount
    of the allocating agency only for such calendar year.
  (3) Housing credit dollar amount for agencies
    (A) In general
      The aggregate housing credit dollar amount which a housing
    credit agency may allocate for any calendar year is the portion
    of the State housing credit ceiling allocated under this
    paragraph for such calendar year to such agency.
    (B) State ceiling initially allocated to State housing credit
        agencies
      Except as provided in subparagraphs (D) and (E), the State
    housing credit ceiling for each calendar year shall be
    allocated to the housing credit agency of such State. If there
    is more than 1 housing credit agency of a State, all such
    agencies shall be treated as a single agency.
    (C) State housing credit ceiling
      The State housing credit ceiling applicable to any State for
    any calendar year shall be an amount equal to the sum of -
        (i) $1.25 multiplied by the State population,
        (ii) the unused State housing credit ceiling (if any) of
      such State for the preceding calendar year,
        (iii) the amount of State housing credit ceiling returned
      in the calendar year, plus
        (iv) the amount (if any) allocated under subparagraph (D)
      to such State by the Secretary.
    For purposes of clause (ii), the unused State housing credit
    ceiling for any calendar year is the excess (if any) of the sum
    of the amounts described in clauses (i) and (iii) over the



    aggregate housing credit dollar amount allocated for such
    year.  For purposes of clause (iii), the amount of State
    housing credit ceiling returned in the calendar year equals the
    housing credit dollar amount previously allocated within the
    State to any project which does not become a qualified
    low-income housing project within the period required by this
    section or the terms of the allocation or to any project with
    respect to which an allocation is cancelled by mutual consent
    of the housing credit agency and the allocation recipient.
    (D) Unused housing credit carryovers allocated among certain
        States
      (i) In general
        The unused housing credit carryover of a State for any
      calendar year shall be assigned to the Secretary for
      allocation among qualified States for the succeeding calendar
      year.
      (ii) Unused housing credit carryover
        For purposes of this subparagraph, the unused housing
      credit carryover of a State for any calendar year is the
      excess (if any) of the unused State housing credit ceiling
      for such year (as defined in subparagraph (C)(ii)) over the
      excess (if any) of -
          (I) the aggregate housing credit dollar amount allocated
        for such year, over
          (II) the sum of the amounts described in clauses (i) and
        (iii) of subparagraph (C).
      (iii) Formula for allocation of unused housing credit
          carryovers among qualified States
        The amount allocated under this subparagraph to a qualified
      State for any calendar year shall be the amount determined by
      the Secretary to bear the same ratio to the aggregate unused
      housing credit carryovers of all States for the preceding
      calendar year as such State's population for the calendar
      year bears to the population of all qualified States for the
      calendar year.  For purposes of the preceding sentence,
      population shall be determined in accordance with section
      146(j).
      (iv) Qualified State
        For purposes of this subparagraph, the term 'qualified
      State' means, with respect to a calendar year, any State -
          (I) which allocated its entire State housing credit
        ceiling for the preceding calendar year, and
          (II) for which a request is made (not later than May 1 of
        the calendar year) to receive an allocation under clause
        (iii).
    (E) Special rule for States with constitutional home rule
        cities
      For purposes of this subsection -
      (i) In general
        The aggregate housing credit dollar amount for any
      constitutional home rule city for any calendar year shall be
      an amount which bears the same ratio to the State housing
      credit ceiling for such calendar year as -
          (I) the population of such city, bears to
          (II) the population of the entire State.
      (ii) Coordination with other allocations
        In the case of any State which contains 1 or more



      constitutional home rule cities, for purposes of applying
      this paragraph with respect to housing credit agencies in
      such State other than constitutional home rule cities, the
      State housing credit ceiling for any calendar year shall be
      reduced by the aggregate housing credit dollar amounts
      determined for such year for all constitutional home rule
      cities in such State.
      (iii) Constitutional home rule city
        For purposes of this paragraph, the term 'constitutional
      home rule city' has the meaning given such term by section
      146(d)(3)(C).
    (F) State may provide for different allocation
      Rules similar to the rules of section 146(e) (other than
    paragraph (2)(B) thereof) shall apply for purposes of this
    paragraph.
    (G) Population
      For purposes of this paragraph, population shall be
    determined in accordance with section 146(j).
  (4) Credit for buildings financed by tax-exempt bonds subject to
      volume cap not taken into account
    (A) In general
      Paragraph (1) shall not apply to the portion of any credit
    allowable under subsection (a) which is attributable to
    eligible basis financed by any obligation the interest on which
    is exempt from tax under section 103 if -
        (i) such obligation is taken into account under section
      146, and
        (ii) principal payments on such financing are applied
      within a reasonable period to redeem obligations the proceeds
      of which were used to provide such financing.
    (B) Special rule where 50 percent or more of building is
        financed with tax-exempt bonds subject to volume cap
      For purposes of subparagraph (A), if 50 percent or more of
    the aggregate basis of any building and the land on which the
    building is located is financed by any obligation described in
    subparagraph (A), paragraph (1) shall not apply to any portion
    of the credit allowable under subsection (a) with respect to
    such building.
  (5) Portion of State ceiling set-aside for certain projects
      involving qualified nonprofit organizations
    (A) In general
      Not more than 90 percent of the State housing credit ceiling
    for any State for any calendar year shall be allocated to
    projects other than qualified low-income housing projects
    described in subparagraph (B).
    (B) Projects involving qualified nonprofit organizations
      For purposes of subparagraph (A), a qualified low-income
    housing project is described in this subparagraph if a
    qualified nonprofit organization is to own an interest in the
    project (directly or through a partnership) and materially
    participate (within the meaning of section 469(h)) in the
    development and operation of the project throughout the
    compliance period.
    (C) Qualified nonprofit organization
      For purposes of this paragraph, the term 'qualified nonprofit
    organization' means any organization if -
        (i) such organization is described in paragraph (3) or (4)



      of section 501(c) and is exempt from tax under section
      501(a),
        (ii) such organization is determined by the State housing
      credit agency not to be affiliated with or controlled by a
      for-profit organization; (FOOTNOTE 4) and

(FOOTNOTE 4) So in original. The semicolon probably should be a comma.

        (iii) 1 of the exempt purposes of such organization
      includes the fostering of low-income housing.
    (D) Treatment of certain subsidiaries
      (i) In general
        For purposes of this paragraph, a qualified nonprofit
      organization shall be treated as satisfying the ownership and
      material participation test of subparagraph (B) if any
      qualified corporation in which such organization holds stock
      satisfies such test.
      (ii) Qualified corporation
        For purposes of clause (i), the term 'qualified
      corporation' means any corporation if 100 percent of the
      stock of such corporation is held by 1 or more qualified
      nonprofit organizations at all times during the period such
      corporation is in existence.
    (E) State may not override set-aside
      Nothing in subparagraph (F) of paragraph (3) shall be
    construed to permit a State not to comply with subparagraph (A)
    of this paragraph.
  (6) Buildings eligible for credit only if minimum long-term
      commitment to low-income housing
    (A) In general
      No credit shall be allowed by reason of this section with
    respect to any building for the taxable year unless an extended
    low-income housing commitment is in effect as of the end of
    such taxable year.
    (B) Extended low-income housing commitment
      For purposes of this paragraph, the term 'extended low-income
    housing commitment' means any agreement between the taxpayer
    and the housing credit agency -
        (i) which requires that the applicable fraction (as defined
      in subsection (c)(1)) for the building for each taxable year
      in the extended use period will not be less than the
      applicable fraction specified in such agreement and which
      prohibits the actions described in subclauses (I) and (II) of
      subparagraph (E)(ii),
        (ii) which allows individuals who meet the income
      limitation applicable to the building under subsection (g)
      (whether prospective, present, or former occupants of the
      building) the right to enforce in any State court the
      requirement and prohibitions of clause (i),
        (iii) which prohibits the disposition to any person of any
      portion of the building to which such agreement applies
      unless all of the building to which such agreement applies is
      disposed of to such person,
        (iv) which is binding on all successors of the taxpayer,



      and
        (v) which, with respect to the property, is recorded
      pursuant to State law as a restrictive covenant.
    (C) Allocation of credit may not exceed amount necessary to
        support commitment
      (i) In general
        The housing credit dollar amount allocated to any building
      may not exceed the amount necessary to support the applicable
      fraction specified in the extended low-income housing
      commitment for such building, including any increase in such
      fraction pursuant to the application of subsection (f)(3) if
      such increase is reflected in an amended low-income housing
      commitment.
      (ii) Buildings financed by tax-exempt bonds
        If paragraph (4) applies to any building the amount of
      credit allowed in any taxable year may not exceed the amount
      necessary to support the applicable fraction specified in the
      extended low-income housing commitment for such building.
      Such commitment may be amended to increase such fraction.
    (D) Extended use period
      For purposes of this paragraph, the term 'extended use
    period' means the period -
        (i) beginning on the 1st day in the compliance period on
      which such building is part of a qualified low-income housing
      project, and
        (ii) ending on the later of -
          (I) the date specified by such agency in such agreement,
        or
          (II) the date which is 15 years after the close of the
        compliance period.
    (E) Exceptions if foreclosure or if no buyer willing to
        maintain low-income status
      (i) In general
        The extended use period for any building shall terminate -
          (I) on the date the building is acquired by foreclosure
        (or instrument in lieu of foreclosure) unless the Secretary
        determines that such acquisition is part of an arrangement
        with the taxpayer a purpose of which is to terminate such
        period, or
          (II) on the last day of the period specified in
        subparagraph (I) if the housing credit agency is unable to
        present during such period a qualified contract for the
        acquisition of the low-income portion of the building by
        any person who will continue to operate such portion as a
        qualified low-income building.
     Subclause (II) shall not apply to the extent more stringent
      requirements are provided in the agreement or in State law.
      (ii) Eviction, etc. of existing low-income tenants not
          permitted
        The termination of an extended use period under clause (i)
      shall not be construed to permit before the close of the
      3-year period following such termination -
          (I) the eviction or the termination of tenancy (other
        than for good cause) of an existing tenant of any
        low-income unit, or
          (II) any increase in the gross rent with respect to such
        unit not otherwise permitted under this section.



    (F) Qualified contract
      For purposes of subparagraph (E), the term 'qualified
    contract' means a bona fide contract to acquire (within a
    reasonable period after the contract is entered into) the
    nonlow-income portion of the building for fair market value and
    the low-income portion of the building for an amount not less
    than the applicable fraction (specified in the extended
    low-income housing commitment) of -
        (i) the sum of -
          (I) the outstanding indebtedness secured by, or with
        respect to, the building,
          (II) the adjusted investor equity in the building, plus
          (III) other capital contributions not reflected in the
        amounts described in subclause (I) or (II), reduced by
        (ii) cash distributions from (or available for distribution
      from) the project.
    The Secretary shall prescribe such regulations as may be
    necessary or appropriate to carry out this paragraph, including
    regulations to prevent the manipulation of the amount
    determined under the preceding sentence.
    (G) Adjusted investor equity
      (i) In general
        For purposes of subparagraph (E), the term 'adjusted
      investor equity' means, with respect to any calendar year,
      the aggregate amount of cash taxpayers invested with respect
      to the project increased by the amount equal to -
          (I) such amount, multiplied by
          (II) the cost-of-living adjustment for such calendar
        year, determined under section 1(f)(3) by substituting the
        base calendar year for 'calendar year 1987'.
     An amount shall be taken into account as an investment in the
      project only to the extent there was an obligation to invest
      such amount as of the beginning of the credit period and to
      the extent such amount is reflected in the adjusted basis of
      the project.
      (ii) Cost-of-living increases in excess of 5 percent not
          taken into account
        Under regulations prescribed by the Secretary, if the CPI
      for any calendar year (as defined in section 1(f)(4)) exceeds
      the CPI for the preceding calendar year by more than 5
      percent, the CPI for the base calendar year shall be
      increased such that such excess shall never be taken into
      account under clause (i).
      (iii) Base calendar year
        For purposes of this subparagraph, the term 'base calendar
      year' means the calendar year with or within which the 1st
      taxable year of the credit period ends.
    (H) Low-income portion
      For purposes of this paragraph, the low-income portion of a
    building is the portion of such building equal to the
    applicable fraction specified in the extended low-income
    housing commitment for the building.
    (I) Period for finding buyer
      The period referred to in this subparagraph is the 1-year
    period beginning on the date (after the 14th year of the
    compliance period) the taxpayer submits a written request to
    the housing credit agency to find a person to acquire the



    taxpayer's interest in the low-income portion of the building.
    (J) Effect of noncompliance
      If, during a taxable year, there is a determination that an
    extended low-income housing agreement was not in effect as of
    the beginning of such year, such determination shall not apply
    to any period before such year and subparagraph (A) shall be
    applied without regard to such determination if the failure is
    corrected within 1 year from the date of the determination.
    (K) Projects which consist of more than 1 building
      The application of this paragraph to projects which consist
    of more than 1 building shall be made under regulations
    prescribed by the Secretary.
  (7) Special rules
    (A) Building must be located within jurisdiction of credit
        agency
      A housing credit agency may allocate its aggregate housing
    credit dollar amount only to buildings located in the
    jurisdiction of the governmental unit of which such agency is a
    part.
    (B) Agency allocations in excess of limit
      If the aggregate housing credit dollar amounts allocated by a
    housing credit agency for any calendar year exceed the portion
    of the State housing credit ceiling allocated to such agency
    for such calendar year, the housing credit dollar amounts so
    allocated shall be reduced (to the extent of such excess) for
    buildings in the reverse of the order in which the allocations
    of such amounts were made.
    (C) Credit reduced if allocated credit dollar amount is less
        than credit which would be allowable without regard to
        placed in service convention, etc.
      (i) In general
        The amount of the credit determined under this section with
      respect to any building shall not exceed the clause (ii)
      percentage of the amount of the credit which would (but for
      this subparagraph) be determined under this section with
      respect to such building.
      (ii) Determination of percentage
        For purposes of clause (i), the clause (ii) percentage with
      respect to any building is the percentage which -
          (I) the housing credit dollar amount allocated to such
        building bears to
          (II) the credit amount determined in accordance with
        clause (iii).
      (iii) Determination of credit amount
        The credit amount determined in accordance with this clause
      is the amount of the credit which would (but for this
      subparagraph) be determined under this section with respect
      to the building if -
          (I) this section were applied without regard to
        paragraphs (2)(A) and (3)(B) of subsection (f), and
          (II) subsection (f)(3)(A) were applied without regard to
        'the percentage equal to 2/3 of'.
    (D) Housing credit agency to specify applicable percentage and
        maximum qualified basis
      In allocating a housing credit dollar amount to any building,
    the housing credit agency shall specify the applicable
    percentage and the maximum qualified basis which may be taken



    into account under this section with respect to such building.
    The applicable percentage and maximum qualified basis so
    specified shall not exceed the applicable percentage and
    qualified basis determined under this section without regard to
    this subsection.

(c)(8) Other definitions
For purposes of this subsection -

(c)(8)(A) Housing credit agency

The term 'housing credit agency' means any agency authorized to carry out this
subsection.

(c)(8)(B) Possessions treated as States

The term 'State' includes a possession of the United States.

(i) Definitions and special rules
  For purposes of this section -
  (1) Compliance period
    The term 'compliance period' means, with respect to any
  building, the period of 15 taxable years beginning with the 1st
  taxable year of the credit period with respect thereto.
  (2) Determination of whether building is federally subsidized
    (A) In general
      Except as otherwise provided in this paragraph, for purposes
    of subsection (b)(1), a new building shall be treated as
    federally subsidized for any taxable year if, at any time
    during such taxable year or any prior taxable year, there is or
    was outstanding any obligation the interest on which is exempt
    from tax under section 103, or any below market Federal loan,
    the proceeds of which are or were used (directly or indirectly)
    with respect to such building or the operation thereof.
    (B) Election to reduce eligible basis by balance of loan or
        proceeds of obligations
      A loan or tax-exempt obligation shall not be taken into
    account under subparagraph (A) if the taxpayer elects to
    exclude from the eligible basis of the building for purposes of
    subsection (d) -
        (i) in the case of a loan, the principal amount of such
      loan, and
        (ii) in the case of a tax-exempt obligation, the proceeds
      of such obligation.
    (C) Special rule for subsidized construction financing
      Subparagraph (A) shall not apply to any tax-exempt obligation
    or below market Federal loan used to provide construction
    financing for any building if -
        (i) such obligation or loan (when issued or made)
      identified the building for which the proceeds of such
      obligation or loan would be used, and
        (ii) such obligation is redeemed, and such loan is repaid,
      before such building is placed in service.
    (D) Below market Federal loan
      For purposes of this paragraph, the term 'below market
    Federal loan' means any loan funded in whole or in part with



    Federal funds if the interest rate payable on such loan is less
    than the applicable Federal rate in effect under section
    1274(d)(1) (as of the date on which the loan was made).  Such
    term shall not include any loan which would be a below market
    Federal loan solely by reason of assistance provided under
    section 106, 107, or 108 of the Housing and Community
    Development Act of 1974 (as in effect on the date of the
    enactment of this sentence).
  (3) Low-income unit
    (A) In general
      The term 'low-income unit' means any unit in a building if -
        (i) such unit is rent-restricted (as defined in subsection
      (g)(2)), and
        (ii) the individuals occupying such unit meet the income
      limitation applicable under subsection (g)(1) to the project
      of which such building is a part.
    (B) Exceptions
      (i) In general
        A unit shall not be treated as a low-income unit unless the
      unit is suitable for occupancy and used other than on a
      transient basis.
      (ii) Suitability for occupancy
        For purposes of clause (i), the suitability of a unit for
      occupancy shall be determined under regulations prescribed by
      the Secretary taking into account local health, safety, and
      building codes.
      (iii) Transitional housing for homeless
        For purposes of clause (i), a unit shall be considered to
      be used other than on a transient basis if the unit contains
      sleeping accommodations and kitchen and bathroom facilities
      and is located in a building -
          (I) which is used exclusively to facilitate the
        transition of homeless individuals (within the meaning of
        section 103 of the Stewart B. McKinney Homeless Assistance
        Act (42 U.S.C. 11302), as in effect on the date of the
        enactment of this clause) to independent living within 24
        months, and
          (II) in which a governmental entity or qualified
        nonprofit organization (as defined in subsection (h)(5))
        provides such individuals with temporary housing and
        supportive services designed to assist such individuals in
        locating and retaining permanent housing.
      (iv) Single-room occupancy units
        For purposes of clause (i), a single-room occupancy unit
      shall not be treated as used on a transient basis merely
      because it is rented on a month-by-month basis.
    (C) Special rule for buildings having 4 or fewer units
      In the case of any building which has 4 or fewer residential
    rental units, no unit in such building shall be treated as a
    low-income unit if the units in such building are owned by -
        (i) any individual who occupies a residential unit in such
      building, or
        (ii) any person who is related (as defined in subsection
      (d)(2)(D)(iii)) to such individual.
    (D) Certain students not to disqualify unit
      A unit shall not fail to be treated as a low-income unit
    merely because it is occupied by an individual who is -



        (i) a student and receiving assistance under title IV of
      the Social Security Act, or
        (ii) enrolled in a job training program receiving
      assistance under the Job Training Partnership Act or under
      other similar Federal, State, or local laws.
    (E) Owner-occupied buildings having 4 or fewer units eligible
        for credit where development plan
      (i) In general
        Subparagraph (C) shall not apply to the acquisition or
      rehabilitation of a building pursuant to a development plan
      of action sponsored by a State or local government or a
      qualified nonprofit organization (as defined in subsection
      (h)(5)(C)).
      (ii) Limitation on credit
        In the case of a building to which clause (i) applies, the
      applicable fraction shall not exceed 80 percent of the unit
      fraction.
      (iii) Certain unrented units treated as owner-occupied
        In the case of a building to which clause (i) applies, any
      unit which is not rented for 90 days or more shall be treated
      as occupied by the owner of the building as of the 1st day it
      is not rented.
  (4) New building
    The term 'new building' means a building the original use of
  which begins with the taxpayer.
  (5) Existing building
    The term 'existing building' means any building which is not a
  new building.
  (6) Application to estates and trusts
    In the case of an estate or trust, the amount of the credit
  determined under subsection (a) and any increase in tax under
  subsection (j) shall be apportioned between the estate or trust
  and the beneficiaries on the basis of the income of the estate or
  trust allocable to each.
  (7) Impact of tenant's right of 1st refusal to acquire property
    (A) In general
      No Federal income tax benefit shall fail to be allowable to
    the taxpayer with respect to any qualified low-income building
    merely by reason of a right of 1st refusal held by the tenants
    (in cooperative form or otherwise) or resident management
    corporation of such building or by a qualified nonprofit
    organization (as defined in subsection (h)(5)(C)) or government
    agency to purchase the property after the close of the
    compliance period for a price which is not less than the
    minimum purchase price determined under subparagraph (B).
    (B) Minimum purchase price
      For purposes of subparagraph (A), the minimum purchase price
    under this subparagraph is an amount equal to the sum of -
        (i) the principal amount of outstanding indebtedness
      secured by the building (other than indebtedness incurred
      within the 5-year period ending on the date of the sale to
      the tenants), and
        (ii) all Federal, State, and local taxes attributable to
      such sale.
    Except in the case of Federal income taxes, there shall not be
    taken into account under clause (ii) any additional tax
    attributable to the application of clause (ii).



(j) Recapture of credit
  (1) In general
    If -
      (A) as of the close of any taxable year in the compliance
    period, the amount of the qualified basis of any building with
    respect to the taxpayer is less than
      (B) the amount of such basis as of the close of the preceding
    taxable year,
  then the taxpayer's tax under this chapter for the taxable year
  shall be increased by the credit recapture amount.
  (2) Credit recapture amount
    For purposes of paragraph (1), the credit recapture amount is
  an amount equal to the sum of -
      (A) the aggregate decrease in the credits allowed to the
    taxpayer under section 38 for all prior taxable years which
    would have resulted if the accelerated portion of the credit
    allowable by reason of this section were not allowed for all
    prior taxable years with respect to the excess of the amount
    described in paragraph (1)(B) over the amount described in
    paragraph (1)(A), plus
      (B) interest at the overpayment rate established under
    section 6621 on the amount determined under subparagraph (A)
    for each prior taxable year for the period beginning on the due
    date for filing the return for the prior taxable year involved.
  No deduction shall be allowed under this chapter for interest
  described in subparagraph (B).
  (3) Accelerated portion of credit
    For purposes of paragraph (2), the accelerated portion of the
  credit for the prior taxable years with respect to any amount of
  basis is the excess of -
      (A) the aggregate credit allowed by reason of this section
    (without regard to this subsection) for such years with respect
    to such basis, over
      (B) the aggregate credit which would be allowable by reason
    of this section for such years with respect to such basis if
    the aggregate credit which would (but for this subsection) have
    been allowable for the entire compliance period were allowable
    ratably over 15 years.
  (4) Special rules
    (A) Tax benefit rule
      The tax for the taxable year shall be increased under
    paragraph (1) only with respect to credits allowed by reason of
    this section which were used to reduce tax liability.  In the
    case of credits not so used to reduce tax liability, the
    carryforwards and carrybacks under section 39 shall be
    appropriately adjusted.
    (B) Only basis for which credit allowed taken into account
      Qualified basis shall be taken into account under paragraph
    (1)(B) only to the extent such basis was taken into account in
    determining the credit under subsection (a) for the preceding
    taxable year referred to in such paragraph.
    (C) No recapture of additional credit allowable by reason of
        subsection (f)(3)
      Paragraph (1) shall apply to a decrease in qualified basis
    only to the extent such decrease exceeds the amount of
    qualified basis with respect to which a credit was allowable
    for the taxable year referred to in paragraph (1)(B) by reason



    of subsection (f)(3).
    (D) No credits against tax
      Any increase in tax under this subsection shall not be
    treated as a tax imposed by this chapter for purposes of
    determining the amount of any credit under subpart A, B, D, or
    G of this part.
    (E) No recapture by reason of casualty loss
      The increase in tax under this subsection shall not apply to
    a reduction in qualified basis by reason of a casualty loss to
    the extent such loss is restored by reconstruction or
    replacement within a reasonable period established by the
    Secretary.
    (F) No recapture where de minimis changes in floor space
      The Secretary may provide that the increase in tax under this
    subsection shall not apply with respect to any building if -
        (i) such increase results from a de minimis change in the
      floor space fraction under subsection (c)(1), and
        (ii) the building is a qualified low-income building after
      such change.
  (5) Certain partnerships treated as the taxpayer
    (A) In general
      For purposes of applying this subsection to a partnership to
    which this paragraph applies -
        (i) such partnership shall be treated as the taxpayer to
      which the credit allowable under subsection (a) was allowed,
        (ii) the amount of such credit allowed shall be treated as
      the amount which would have been allowed to the partnership
      were such credit allowable to such partnership,
        (iii) paragraph (4)(A) shall not apply, and
        (iv) the amount of the increase in tax under this
      subsection for any taxable year shall be allocated among the
      partners of such partnership in the same manner as such
      partnership's taxable income for such year is allocated among
      such partners.
    (B) Partnerships to which paragraph applies
      This paragraph shall apply to any partnership which has 35 or
    more partners unless the partnership elects not to have this
    paragraph apply.
    (C) Special rules
      (i) Husband and wife treated as 1 partner
        For purposes of subparagraph (B)(i), a husband and wife
      (and their estates) shall be treated as 1 partner.
      (ii) Election irrevocable
        Any election under subparagraph (B), once made, shall be
      irrevocable.
  (6) No recapture on disposition of building (or interest therein)
      where bond posted
    In the case of a disposition of a building or an interest
  therein, the taxpayer shall be discharged from liability for any
  additional tax under this subsection by reason of such
  disposition if -
      (A) the taxpayer furnishes to the Secretary a bond in an
    amount satifactory (FOOTNOTE 5) to the Secretary and for the
    period required by the Secretary, and



(FOOTNOTE 5) So in original. Probably should be 'satisfactory'.

      (B) it is reasonably expected that such building will
    continue to be operated as a qualified low-income building for
    the remaining compliance period with respect to such building.
(k) Application of at-risk rules
  For purposes of this section -
  (1) In general
    Except as otherwise provided in this subsection, rules similar
  to the rules of section 49(a)(1) (other than subparagraphs
  (D)(ii)(II) and (D)(iv)(I) thereof), section 49(a)(2), and
  section 49(b)(1) shall apply in determining the qualified basis
  of any building in the same manner as such sections apply in
  determining the credit base of property.
  (2) Special rules for determining qualified person
    For purposes of paragraph (1) -
    (A) In general
      If the requirements of subparagraphs (B), (C), and (D) are
    met with respect to any financing borrowed from a qualified
    nonprofit organization (as defined in subsection (h)(5)), the
    determination of whether such financing is qualified commercial
    financing with respect to any qualified low-income building
    shall be made without regard to whether such organization -
        (i) is actively and regularly engaged in the business of
      lending money, or
        (ii) is a person described in section 49(a)(1)(D)(iv)(II).
    (B) Financing secured by property
      The requirements of this subparagraph are met with respect to
    any financing if such financing is secured by the qualified
    low-income building, except that this subparagraph shall not
    apply in the case of a federally assisted building described in
    subsection (d)(6)(B) if -
        (i) a security interest in such building is not permitted
      by a Federal agency holding or insuring the mortgage secured
      by such building, and
        (ii) the proceeds from the financing (if any) are applied
      to acquire or improve such building.. (FOOTNOTE 6)

(FOOTNOTE 6) So in original.

    (C) Portion of building attributable to financing
      The requirements of this subparagraph are met with respect to
    any financing for any taxable year in the compliance period if,
    as of the close of such taxable year, not more than 60 percent
    of the eligible basis of the qualified low-income building is
    attributable to such financing (reduced by the principal and
    interest of any governmental financing which is part of a
    wrap-around mortgage involving such financing).
    (D) Repayment of principal and interest
      The requirements of this subparagraph are met with respect to
    any financing if such financing is fully repaid on or before
    the earliest of -



        (i) the date on which such financing matures,
        (ii) the 90th day after the close of the compliance period
      with respect to the qualified low-income building, or
        (iii) the date of its refinancing or the sale of the
      building to which such financing relates.
    In the case of a qualified nonprofit organization which is not
    described in section 49(a)(1)(D)(iv)(II) with respect to a
    building, clause (ii) of this subparagraph shall be applied as
    if the date described therein were the 90th day after the
    earlier of the date the building ceases to be a qualified
    low-income building or the date which is 15 years after the
    close of a compliance period with respect thereto.
  (3) Present value of financing
    If the rate of interest on any financing described in paragraph
  (2)(A) is less than the rate which is 1 percentage point below
  the applicable Federal rate as of the time such financing is
  incurred, then the qualified basis (to which such financing
  relates) of the qualified low-income building shall be the
  present value of the amount of such financing, using as the
  discount rate such applicable Federal rate.  For purposes of the
  preceding sentence, the rate of interest on any financing shall
  be determined by treating interest to the extent of government
  subsidies as not payable.
  (4) Failure to fully repay
    (A) In general
      To the extent that the requirements of paragraph (2)(D) are
    not met, then the taxpayer's tax under this chapter for the
    taxable year in which such failure occurs shall be increased by
    an amount equal to the applicable portion of the credit under
    this section with respect to such building, increased by an
    amount of interest for the period -
        (i) beginning with the due date for the filing of the
      return of tax imposed by chapter 1 for the 1st taxable year
      for which such credit was allowable, and
        (ii) ending with the due date for the taxable year in which
      such failure occurs,
    determined by using the underpayment rate and method under
    section 6621.
    (B) Applicable portion
      For purposes of subparagraph (A), the term 'applicable
    portion' means the aggregate decrease in the credits allowed to
    a taxpayer under section 38 for all prior taxable years which
    would have resulted if the eligible basis of the building were
    reduced by the amount of financing which does not meet
    requirements of paragraph (2)(D).
    (C) Certain rules to apply
      Rules similar to the rules of subparagraphs (A) and (D) of
    subsection (j)(4) shall apply for purposes of this subsection.
(l) Certifications and other reports to Secretary
  (1) Certification with respect to 1st year of credit period
    Following the close of the 1st taxable year in the credit
  period with respect to any qualified low-income building, the
  taxpayer shall certify to the Secretary (at such time and in such
  form and in such manner as the Secretary prescribes) -
      (A) the taxable year, and calendar year, in which such
    building was placed in service,
      (B) the adjusted basis and eligible basis of such building as



    of the close of the 1st year of the credit period,
      (C) the maximum applicable percentage and qualified basis
    permitted to be taken into account by the appropriate housing
    credit agency under subsection (h),
      (D) the election made under subsection (g) with respect to
    the qualified low-income housing project of which such building
    is a part, and
      (E) such other information as the Secretary may require.
  In the case of a failure to make the certification required by
  the preceding sentence on the date prescribed therefor, unless it
  is shown that such failure is due to reasonable cause and not to
  willful neglect, no credit shall be allowable by reason of
  subsection (a) with respect to such building for any taxable year
  ending before such certification is made.
  (2) Annual reports to the Secretary
    The Secretary may require taxpayers to submit an information
  return (at such time and in such form and manner as the Secretary
  prescribes) for each taxable year setting forth -
      (A) the qualified basis for the taxable year of each
    qualified low-income building of the taxpayer,
      (B) the information described in paragraph (1)(C) for the
    taxable year, and
      (C) such other information as the Secretary may require.
  The penalty under section 6652(j) shall apply to any failure to
  submit the return required by the Secretary under the preceding
  sentence on the date prescribed therefor.
  (3) Annual reports from housing credit agencies
    Each agency which allocates any housing credit amount to any
  building for any calendar year shall submit to the Secretary (at
  such time and in such manner as the Secretary shall prescribe) an
  annual report specifying -
      (A) the amount of housing credit amount allocated to each
    building for such year,
      (B) sufficient information to identify each such building and
    the taxpayer with respect thereto, and
      (C) such other information as the Secretary may require.
  The penalty under section 6652(j) shall apply to any failure to
  submit the report required by the preceding sentence on the date
  prescribed therefor.
(m) Responsibilities of housing credit agencies
  (1) Plans for allocation of credit among projects
    (A) In general
      Notwithstanding any other provision of this section, the
    housing credit dollar amount with respect to any building shall
    be zero unless -
        (i) such amount was allocated pursuant to a qualified
      allocation plan of the housing credit agency which is
      approved by the governmental unit (in accordance with rules
      similar to the rules of section 147(f)(2) (other than
      subparagraph (B)(ii) thereof)) of which such agency is a
      part, and
        (ii) such agency notifies the chief executive officer (or
      the equivalent) of the local jurisdiction within which the
      building is located of such project and provides such
      individual a reasonable opportunity to comment on the
      project.
    (B) Qualified allocation plan



      For purposes of this paragraph, the term 'qualified
    allocation plan' means any plan -
        (i) which sets forth selection criteria to be used to
      determine housing priorities of the housing credit agency
      which are appropriate to local conditions,
        (ii) which also gives preference in allocating housing
      credit dollar amounts among selected projects to -
          (I) projects serving the lowest income tenants, and
          (II) projects obligated to serve qualified tenants for
        the longest periods, and
        (iii) which provides a procedure that the agency (or an
      agent or other private contractor of such agency) will follow
      in monitoring for noncompliance with the provisions of this
      section and in notifying the Internal Revenue Service of such
      noncompliance which such agency becomes aware of.
    (C) Certain selection criteria must be used
      The selection criteria set forth in a qualified allocation
    plan must include
        (i) project location,
        (ii) housing needs characteristics,
        (iii) project characteristics,
        (iv) sponsor characteristics,
        (v) participation of local tax-exempt organizations,
        (vi) tenant populations with special housing needs, and
        (vii) public housing waiting lists.
    (D) Application to bond financed projects
      Subsection (h)(4) shall not apply to any project unless the
    project satisfies the requirements for allocation of a housing
    credit dollar amount under the qualified allocation plan
    applicable to the area in which the project is located.
  (2) Credit allocated to building not to exceed amount necessary
      to assure project feasibility
    (A) In general
      The housing credit dollar amount allocated to a project shall
    not exceed the amount the housing credit agency determines is
    necessary for the financial feasibility of the project and its
    viability as a qualified low-income housing project throughout
    the credit period.
    (B) Agency evaluation
      In making the determination under subparagraph (A), the
    housing credit agency shall consider -
        (i) the sources and uses of funds and the total financing
      planned for the project,
        (ii) any proceeds or receipts expected to be generated by
      reason of tax benefits, and
        (iii) the percentage of the housing credit dollar amount
      used for project costs other than the cost of intermediaries.
    Clause (iii) shall not be applied so as to impede the
    development of projects in hard-to-develop areas.  Such a
    determination shall not be construed to be a representation or
    warranty as to the feasibility or viability of the project.
    (C) Determination made when credit amount applied for and when
        building placed in service
      (i) In general
        A determination under subparagraph (A) shall be made as of
      each of the following times:
          (I) The application for the housing credit dollar amount.



          (II) The allocation of the housing credit dollar amount.
          (III) The date the building is placed in service.
      (ii) Certification as to amount of other subsidies
        Prior to each determination under clause (i), the taxpayer
      shall certify to the housing credit agency the full extent of
      all Federal, State, and local subsidies which apply (or which
      the taxpayer expects to apply) with respect to the building.
    (D) Application to bond financed projects
      Subsection (h)(4) shall not apply to any project unless the
    governmental unit which issued the bonds (or on behalf of which
    the bonds were issued) makes a determination under rules
    similar to the rules of subparagraphs (A) and (B).
(n) Regulations
  The Secretary shall prescribe such regulations as may be
necessary or appropriate to carry out the purposes of this section,
including regulations -
    (1) dealing with -
      (A) projects which include more than 1 building or only a
    portion of a building,
      (B) buildings which are placed in service in portions,
    (2) providing for the application of this section to short
  taxable years,
    (3) preventing the avoidance of the rules of this section, and
    (4) providing the opportunity for housing credit agencies to
  correct administrative errors and omissions with respect to
  allocations and record keeping within a reasonable period after
  their discovery, taking into account the availability of
  regulations and other administrative guidance from the Secretary.
(o) Termination
  (1) In general
    Except as provided in paragraph (2), for any calendar year
  after 1991 -
      (A) clause (i) of subsection (h)(3)(C) shall not apply, and
      (B) subsection (h)(4) shall not apply to any building placed
    in service after 1991.
  (2) Exception for bond-financed buildings in progress
    For purposes of paragraph (1)(B), a building shall be treated
  as placed in service before 1992 if -
      (A) the bonds with respect to such building are issued before
    1992,
      (B) the taxpayer's basis in the project (of which the
    building is a part) as of December 31, 1991, is more than 10
    percent of the taxpayer's reasonably expected basis in such
    project as of December 31, 1993, and
      (C) such building is placed in service before January 1,
    1994.

SOURCE
(Added Pub. L. 99-514, title II, Sec. 252(a), Oct. 22, 1986, 100
Stat. 2189, and amended Pub. L. 99-509, title VIII, Sec. 8072(a),
Oct. 21, 1986, 100 Stat. 1964; Pub. L. 100-647, title I, Sec.
1002(l)(1)-(25), (32), 1007(g)(3)(B), title IV, Sec. 4003(a),
(b)(1), (3), 4004(a), Nov. 10, 1988, 102 Stat. 3373-3381, 3435,
3643, 3644; Pub. L. 101-239, title VII, Sec. 7108(a)(1),



(b)-(e)(2), (f)-(m), (n)(2)-(q), 7811(a), 7831(c),
7841(d)(13)-(15), Dec. 19, 1989, 103 Stat. 2306-2321, 2406, 2426,
2429; Pub. L. 101-508, title XI, Sec. 11407(a)(1), (b)(1)-(9),
11701(a)(1)-(3)(A), (4), (5)(A), (6)-(10), 11812(b)(3),
11813(b)(3), Nov. 5, 1990, 104 Stat. 1388-474, 1388-475, 1388-505
to 1388-507, 1388-535, 1388-551.)

REFTEXT
References In Text
Section 8 of the United States Housing Act of 1937, referred to in subsecs. (c)(2),
(d)(6)(B)(i), and (g)(2)(B), is classified to section 1437f of Title 42, The Public Health
and Welfare. Section 8(e)(2) of the Act was repealed by Pub. L. 101-625, title II, Sec.
289(b)(1), Nov. 28, 1990, 104 Stat. 4128, effective Oct. 1, 1991, but to remain in effect
with respect to single room occupancy dwellings as authorized by subchapter IV (Sec.
11361 et seq.) of chapter 119 of Title 42. See section 12839(b) of Title 42.
The Stewart B. McKinney Homeless Assistance Act of 1988, referred to in subsec.
(c)(2), probably means the Stewart B. McKinney Homeless Assistance Act, Pub. L. 100-
77, July 22, 1987, 101 Stat. 482, as amended, which is classified principally to chapter
119 (Sec. 11301 et seq.) of Title 42. For complete classification of this Act to the Code,
see Short Title note set out under section 11301 of Title 42 and Tables.
The date of the enactment of this sentence, referred to in subsec. (c)(2), is the date of
the enactment of Pub. L. 101-508, which was approved Nov. 5, 1990.
Section 201(a) of the Tax Reform Act of 1986, referred to in subsec. (c)(2)(B), is section
201(a) of Pub. L. 99-514, which amended section 168 of this title generally.
The date of the enactment of the Tax Reform Act of 1986, referred to in subsec.
(d)(2)(D)(i)(I), (6)(B), is the date of enactment of Pub. L. 99-514, which was approved
Oct. 22, 1986.
The date of the enactment of the Revenue Reconciliation Act of 1990, referred to in
subsec. (d)(2)(D)(i)(I), (5)(B), is the date of the enactment of Pub. L. 101-508, which
was approved Nov. 5, 1990.
Sections 221(d)(3) and 236 of the National Housing Act, referred to in subsec.
(d)(6)(B)(ii), are classified to sections 1715l(d)(3) and 1715z-1, respectively, of Title 12,
Banks and Banking.
Sections 515 and 502(c) of the Housing Act of 1949, referred to in subsecs.
(d)(6)(B)(iii), (C)(i) and (g)(2)(B)(iv), are classified to sections 1485 and 1472(c),
respectively, of Title 42, The Public Health and Welfare.
The Emergency Low Income Housing Preservation Act of 1987, referred to in subsec.
(d)(6)(C)(i), now the Low-Income Housing Preservation and Resident Homeownership
Act of 1990, is title II of Pub. L. 100-242, Feb. 5, 1988, 101 Stat. 1877, as amended.
Subtitle B of title II, which was formerly set out as a note under section 1715l of Title 12,
Banks and Banking, and which amended section 1715z-6 of Title 12, was amended
generally by Pub. L. 101-625 and is classified to chapter 42 (Sec. 4101 et seq.) of Title
12. For complete classification of this Act to the Code, see Short Title note set out under
section 4101 of Title 12 and Tables.
Section 3 of the Federal Deposit Insurance Act, referred to in subsec. (d)(6)(D), is
classified to section 1813 of Title 12.



The date of the enactment of this subparagraph, referred to in subsec. (g)(2)(E), is the
date of enactment of Pub. L. 100-647, which was approved Nov. 10, 1988.
Sections 106, 107, and 108 of the Housing and Community Development Act of 1974
(as in effect on the date of the enactment of this sentence), referred to in subsec.
(i)(2)(D), are classified to sections 5306, 5307, and 5308 of Title 42, The Public Health
and Welfare, as in effect on the date of enactment of Pub. L. 101-239, which was
approved Dec. 19, 1989.
The date of the enactment of this clause, referred to in subsec. (i)(3)(B)(iii)(I), is date of
enactment of Pub. L. 101-239, which was approved Dec. 19, 1989.
The Social Security Act, referred to in subsec. (i)(3)(D)(i), is act Aug. 14, 1935, ch. 531,
49 Stat. 620, as amended. Title IV of the Act is classified generally to subchapter IV
(Sec. 601 et seq.) of chapter 7 of Title 42, The Public Health and Welfare. For complete
classification of this Act to the Code, see section 1305 of Title 42 and Tables.
The Job Training Partnership Act, referred to in subsec. (i)(3)(D)(ii), is Pub. L. 97-300,
Oct. 13, 1982, 96 Stat. 1322, which is classified generally to chapter 19 (Sec. 1501 et
seq.) of Title 29, Labor. For complete classification of this Act to the Code, see Short
Title note set out under section 1501 of Title 29 and Tables.

MISC2
Prior Provisions
A prior section 42, added Pub. L. 94-12, title II, Sec. 203(a), Mar. 29, 1975, 89 Stat. 29,
and amended Pub. L. 94-164, Sec. 3(a)(1), Dec. 23, 1975, 89 Stat. 972; Pub. L. 94-455,
title IV, Sec. 401(a)(2)(A), (B), title V, Sec. 503(b)(4), title XIX, Sec. 1906(b)(13)(A), Oct.
4, 1976, 90 Stat. 1555, 1562, 1834; Pub. L. 95-30, title I, Sec. 101(c), May 23, 1977, 91
Stat. 132, which related to the general tax credit allowed to individuals in an amount
equal to the greater of (1) 2% of taxable income not exceeding $9,000 or (2) $35
multiplied by each exemption the taxpayer was entitled to, expired Dec. 31, 1978
pursuant to the terms of: (1) Pub. L. 94-12, Sec. 209(a) as amended by Pub. L. 94-164,
Sec. 2(e), set out as an Effective and Termination Dates of 1975 Amendment note
under section 56 of this title; (2) Pub. L. 94-164, Sec. 3(b) as amended by Pub. L. 94-
455, Sec. 401(a)(1) and Pub. L. 95-30, Sec. 103(a); and (3) Pub. L. 94-455, Sec.
401(e), as amended by Pub. L. 95-30, Sec. 103(c) and Pub. L. 95-600, title I, Sec.
103(b), Nov. 6, 1978, 92 Stat. 2771, set out as an Effective and Termination Dates of
1976 Amendment note under section 32 of this title.
Another prior section 42 was renumbered section 35 of this title.

Amendments
  1990 - Subsec. (b)(1). Pub. L. 101-508, Sec. 11701(a)(1)(B),
struck out at end 'A building shall not be treated as described in
subparagraph (B) if, at any time during the credit period, moderate
rehabilitation assistance is provided with respect to such building
under section 8(e)(2) of the United States Housing Act of 1937.'
  Subsec. (c)(2). Pub. L. 101-508, Sec. 11701(a)(1)(A), inserted at
end 'Such term does not include any building with respect to which
moderate rehabilitation assistance is provided, at any time during
the compliance period, under section 8(e)(2) of the United States



Housing Act of 1937.'
  Pub. L. 101-508, Sec. 11407(b)(5)(A), inserted before period at
end of last sentence '(other than assistance under the Stewart B.
McKinney Homeless Assistance Act of 1988 (as in effect on the date
of the enactment of this sentence))'.
  Subsec. (d)(2)(D)(i)(I). Pub. L. 101-508, Sec. 11812(b)(3),
inserted '(as in effect on the day before the date of the enactment
of the Revenue Reconciliation Act of 1990)' after 'section 167(k).'
  Subsec. (d)(2)(D)(ii)(V). Pub. L. 101-508, Sec. 11407(b)(8),
added subcl. (V).
  Subsec. (d)(5)(B). Pub. L. 101-508, Sec. 11812(b)(3), inserted
'(as in effect on the day before the date of the enactment of the
Revenue Reconciliation Act of 1990)' after 'section 167(k).'
  Subsec. (d)(5)(C)(ii)(I). Pub. L. 101-508, Sec. 11407(b)(4),
inserted at end 'If the Secretary of Housing and Urban Development
determines that sufficient data for any period are not available to
apply this clause on the basis of census tracts, such Secretary
shall apply this clause for such period on the basis of enumeration
districts.'
  Pub. L. 101-508, Sec. 11701(a)(2)(B), inserted before period at
end 'for such year'.
  Pub. L. 101-508, Sec. 11701(a)(2)(A), which directed the
insertion of 'which is designated by the Secretary of Housing and
Urban Development and, for the most recent year for which census
data are available on household income in such tract,' after
'census tract', was executed by making the insertion after 'any
census tract' to reflect the probable intent of Congress.
  Subsec. (g)(2)(B)(iv). Pub. L. 101-508, Sec. 11407(b)(3), added
cl. (iv).
  Subsec. (g)(2)(D)(i). Pub. L. 101-508, Sec. 11701(a)(3)(A),
inserted before period at end 'and such unit continues to be
rent-restricted'.
  Subsec. (g)(2)(D)(ii). Pub. L. 101-508, Sec. 11701(a)(4),
inserted at end 'In the case of a project described in section
142(d)(4)(B), the preceding sentence shall be applied by
substituting '170 percent' for '140 percent' and by substituting
'any low-income unit in the building is occupied by a new resident
whose income exceeds 40 percent of area median gross income' for
'any residential unit in the building (of a size comparable to, or
smaller than, such unit) is occupied by a new resident whose income
exceeds such income limitation'.'
  Subsec. (g)(3)(A). Pub. L. 101-508, Sec. 11701(a)(5)(A),
substituted 'the 1st year of the credit period for such building'
for 'the 12-month period beginning on the date the building is
placed in service'.
  Subsec. (h)(3)(C). Pub. L. 101-508, Sec. 11701(a)(6)(A),
substituted 'the sum of the amounts described in clauses (i) and
(iii)' for 'the amount described in clause (i)' in second sentence.
  Subsec. (h)(3)(D)(ii)(II). Pub. L. 101-508, Sec. 11701(a)(6)(B),
substituted 'the sum of the amounts described in clauses (i) and
(iii)' for 'the amount described in clause (i)'.
  Subsec. (h)(5)(B). Pub. L. 101-508, Sec. 11407(b)(9)(A), inserted
'own an interest in the project (directly or through a partnership)
and' after 'nonprofit organization is to'.
  Subsec. (h)(5)(C)(i) to (iii). Pub. L. 101-508, Sec.
11407(b)(9)(B), added cl. (ii) and redesignated former cl. (ii) as
(iii).



  Subsec. (h)(5)(D)(i). Pub. L. 101-508, Sec. 11407(b)(9)(C),
inserted 'ownership and' before 'material participation'.
  Subsec. (h)(6)(B)(i). Pub. L. 101-508, Sec. 11701(a)(7)(A),
inserted before comma at end 'and which prohibits the actions
described in subclauses (I) and (II) of subparagraph (E)(ii)'.
  Subsec. (h)(6)(B)(ii). Pub. L. 101-508, Sec. 11701(a)(7)(B),
substituted 'requirement and prohibitions' for 'requirement'.
  Subsec. (h)(6)(B)(iii) to (v). Pub. L. 101-508, Sec.
11701(a)(8)(A), added cl. (iii) and redesignated former cls. (iii)
and (iv) as (iv) and (v), respectively.
  Subsec. (h)(6)(E)(i)(I). Pub. L. 101-508, Sec. 11701(a)(9),
inserted before comma 'unless the Secretary determines that such
acquisition is part of an arrangement with the taxpayer a purpose
of which is to terminate such period'.
  Subsec. (h)(6)(E)(ii)(II). Pub. L. 101-508, Sec. 11701(a)(8)(C),
inserted before period at end 'not otherwise permitted under this
section'.
  Subsec. (h)(6)(F). Pub. L. 101-508, Sec. 11701(a)(8)(D), inserted
'the nonlow-income portion of the building for fair market value
and' before 'the low-income portion' in introductory provisions.
  Subsec. (h)(6)(J) to (L). Pub. L. 101-508, Sec. 11701(a)(8)(B),
redesignated subpars. (K) and (L) as (J) and (K), respectively, and
struck out former subpar. (J) which related to sales of less than
the low-income portions of a building.
  Subsec. (i)(3)(D). Pub. L. 101-508, Sec. 11407(b)(6), substituted
'Certain students' for 'Students in government-supported job
training programs' in heading and amended text generally.  Prior to
amendment, text read as follows: 'A unit shall not fail to be
treated as a low-income unit merely because it is occupied by an
individual who is enrolled in a job training program receiving
assistance under the Job Training Partnership Act or under other
similar Federal, State, or local laws.'
  Subsec. (i)(7). Pub. L. 101-508, Sec. 11701(a)(10), redesignated
par. (8) as (7).
  Subsec. (i)(7)(A). Pub. L. 101-508, Sec. 11407(b)(1), substituted
'the tenants (in cooperative form or otherwise) or resident
management corporation of such building or by a qualified nonprofit
organization (as defined in subsection (h)(5)(C)) or government
agency' for 'the tenants of such building'.
  Subsec. (i)(8). Pub. L. 101-508, Sec. 11701(a)(10), redesignated
par. (8) as (7).
  Subsec. (k)(1). Pub. L. 101-508, Sec. 11813(b)(3)(A), substituted
'49(a)(1)' for '46(c)(8)', '49(a)(2)' for '46(c)(9)', and
'49(b)(1)' for '47(d)(1)'.
  Subsec. (k)(2)(A)(ii), (D). Pub. L. 101-508, Sec. 11813(b)(3)(B),
substituted '49(a)(1)(D)(iv)(II)' for '46(c)(8)(D)(iv)(II)'.
  Subsec. (m)(1)(B)(ii) to (iv). Pub. L. 101-508, Sec.
11407(b)(7)(B), redesignated cls. (iii) and (iv) as (ii) and (iii),
respectively, and struck out former cl. (ii) which read as follows:
'which gives the highest priority to those projects as to which the
highest percentage of the housing credit dollar amount is to be
used for project costs other than the cost of intermediaries unless
granting such priority would impede the development of projects in
hard-to-develop areas,'.
  Pub. L. 101-508, Sec. 11407(b)(2), amended cl. (iv) generally.
Prior to amendment, cl. (iv) read as follows: 'which provides a
procedure that the agency will follow in notifying the Internal



Revenue Service of noncompliance with the provisions of this
section which such agency becomes aware of.'
  Subsec. (m)(2)(B). Pub. L. 101-508, Sec. 11407(b)(7)(A), added
cl. (iii) and inserted provision that cl. (iii) not be applied so
as to impede the development of projects in hard-to-develop areas.
  Subsec. (o)(1). Pub. L. 101-508, Sec. 11407(a)(1)(A), substituted
'1991' for '1990' wherever appearing.
  Subsec. (o)(2). Pub. L. 101-508, Sec. 11407(a)(1)(B), added par.
(2) and struck out former par. (2) which read as follows: 'For
purposes of paragraph (1)(B), a building shall be treated as placed
in service before 1990 if -
    '(A) the bonds with respect to such building are issued before
  1990,
    '(B) such building is constructed, reconstructed, or
  rehabilitated by the taxpayer,
    '(C) more than 10 percent of the reasonably anticipated cost of
  such construction, reconstruction, or rehabilitation has been
  incurred as of January 1, 1990, and some of such cost is incurred
  on or after such date, and
    '(D) such building is placed in service before January 1,
  1992.'
  1989 - Subsec. (b)(1). Pub. L. 101-239, Sec. 7108(h)(5), inserted
at end 'A building shall not be treated as described in
subparagraph (B) if, at any time during the credit period, moderate
rehabilitation assistance is provided with respect to such building
under section 8(e)(2) of the United States Housing Act of 1937.'
  Subsec. (b)(3)(C). Pub. L. 101-239, Sec. 7108(c)(2), which
directed amendment of subpar. (C) by substituting 'subsection
(h)(7)' for 'subsection (h)(6))', was executed by substituting
'subsection (h)(7)' for 'subsection (h)(6)', as the probable intent
of Congress.
  Subsec. (c)(1)(E). Pub. L. 101-239, Sec. 7108(i)(2), added
subpar. (E).
  Subsec. (d)(1). Pub. L. 101-239, Sec. 7108(l)(1), inserted 'as of
the close of the 1st taxable year of the credit period' before
period at end.
  Subsec. (d)(2)(A). Pub. L. 101-239, Sec. 7108(l)(2), substituted
'subparagraph (B), its adjusted basis as of the close of the 1st
taxable year of the credit period, and' for 'subparagraph (B), the
sum of -
    '(I) the portion of its adjusted basis attributable to its
  acquisition cost, plus
    '(II) amounts chargeable to capital account and incurred by the
  taxpayer (before the close of the 1st taxable year of the credit
  period for such building) for property (or additions or
  improvements to property) of a character subject to the allowance
  for depreciation, and'.
  Subsec. (d)(2)(B)(iv). Pub. L. 101-239, Sec. 7108(d)(1), added
cl. (iv).
  Subsec. (d)(2)(C). Pub. L. 101-239, Sec. 7108(l)(3)(A),
substituted 'Adjusted basis' for 'Acquisition cost' in heading and
'adjusted basis' for 'cost' in text.
  Subsec. (d)(5). Pub. L. 101-239, Sec. 7108(l)(3)(B), substituted
'Special rules for determining eligible basis' for 'Eligible basis
determined when building placed in service' in heading.
  Subsec. (d)(5)(A). Pub. L. 101-239, Sec. 7108(l)(3)(B),
redesignated subpar. (B) as (A) and struck out former subpar. (A)



which read as follows: 'Except as provided in subparagraphs (B) and
(C), the eligible basis of any building for the entire compliance
period for such building shall be its eligible basis on the date
such building is placed in service (increased, in the case of an
existing building which meets the requirements of paragraph (2)(B),
by the amounts described in paragraph (2)(A)(i)(II)).'
  Subsec. (d)(5)(B). Pub. L. 101-239, Sec. 7108(l)(3)(B),
redesignated subpar. (C) as (B). Former subpar. (B) redesignated
(A).
  Subsec. (d)(5)(C). Pub. L. 101-239, Sec. 7108(l)(3)(B),
redesignated subpar. (D) as (C). Former subpar. (C) redesignated
(B).
  Pub. L. 101-239, Sec. 7811(a)(1), inserted 'section' before
'167(k)' in heading.
  Subsec. (d)(5)(D). Pub. L. 101-239, Sec. 7108(l)(3)(B),
redesignated subpar. (D) as (C).
  Pub. L. 101-239, Sec. 7108(g), added subpar. (D).
  Subsec. (d)(6)(A)(i). Pub. L. 101-239, Sec. 7841(d)(13),
substituted 'Farmers Home Administration' for 'Farmers' Home
Administration'.
  Subsec. (d)(6)(C) to (E). Pub. L. 101-239, Sec. 7108(f), added
subpars. (C) and (D) and redesignated former subpar. (C) as (E).
  Subsec. (d)(7)(A). Pub. L. 101-239, Sec. 7831(c)(6), inserted
'(or interest therein)' after 'subparagraph (B)' in introductory
provisions.
  Subsec. (d)(7)(A)(ii). Pub. L. 101-239, Sec. 7841(d)(14),
substituted 'under subsection (a)' for 'under sebsection (a)'.
  Subsec. (e)(2)(A). Pub. L. 101-239, Sec. 7841(d)(15), substituted
'to capital account' for 'to captial account'.
  Subsec. (e)(3). Pub. L. 101-239, Sec. 7108(d)(3), substituted
'Minimum expenditures to qualify' for 'Average of rehabilitation
expenditures must be $2,000 or more' in heading, added subpars. (A)
and (B), redesignated former subpar. (B) as (C), and struck out
former subpar. (A) which read as follows: 'Paragraph (1) shall
apply to rehabilitation expenditures with respect to any building
only if the qualified basis attributable to such expenditures
incurred during any 24-month period, when divided by the low-income
units in the building, is $2,000 or more.'
  Subsec. (e)(5). Pub. L. 101-239, Sec. 7108(l)(3)(C), substituted
'subsection (d)(2)(A)(i)' for 'subsection (d)(2)(A)(i)(II)'.
  Subsec. (f)(4). Pub. L. 101-239, Sec. 7831(c)(4), added par. (4).
  Subsec. (f)(5). Pub. L. 101-239, Sec. 7108(d)(2), added par. (5).
  Subsec. (g)(2)(A). Pub. L. 101-239, Sec. 7108(e)(2), inserted at
end 'For purposes of the preceding sentence, the amount of the
income limitation under paragraph (1) applicable for any period
shall not be less than such limitation applicable for the earliest
period the building (which contains the unit) was included in the
determination of whether the project is a qualified low-income
housing project.'
  Pub. L. 101-239, Sec. 7108(e)(1)(B), substituted 'the imputed
income limitation applicable to such unit' for 'the income
limitation under paragraph (1) applicable to individuals occupying
such unit'.
  Subsec. (g)(2)(B). Pub. L. 101-239, Sec. 7108(h)(2), added cl.
(iii) and concluding provisions which defined 'supportive service'.
  Subsec. (g)(2)(C) to (E). Pub. L. 101-239, Sec. 7108(e)(1)(A),
added subpars. (C) and (D) and redesignated former subpar. (C) as



(E).
  Subsec. (g)(3)(D). Pub. L. 101-239, Sec. 7108(m)(3), added
subpar. (D).
  Subsec. (g)(4). Pub. L. 101-239, Sec. 7108(n)(2), struck out
'(other than section 142(d)(4)(B)(iii))' after 'in applying such
provisions'.
  Subsec. (g)(7). Pub. L. 101-239, Sec. 7108(h)(3), added par. (7).
  Subsec. (h)(1)(B). Pub. L. 101-239, Sec. 7108(m)(2), substituted
'(E), or (F)' for 'or (E)'.
  Subsec. (h)(1)(F). Pub. L. 101-239, Sec. 7108(m)(1), added
subpar. (F).
  Subsec. (h)(3)(C) to (G). Pub. L. 101-239, Sec. 7108(b)(1), added
subpars. (C) and (D), redesignated former subpars. (D) to (F) as
(E) to (G), respectively, and struck out former subpar. (C) which
read as follows: 'The State housing credit ceiling applicable to
any State for any calendar year shall be an amount equal to $1.25
multiplied by the State population.'
  Subsec. (h)(4)(B). Pub. L. 101-239, Sec. 7108(j), substituted '50
percent' for '70 percent' in heading and in text.
  Subsec. (h)(5)(D)(ii). Pub. L. 101-239, Sec. 7811(a)(2),
substituted 'clause (i)' for 'clause (ii)'.
  Subsec. (h)(5)(E). Pub. L. 101-239, Sec. 7108(b)(2)(A),
substituted 'subparagraph (F)' for 'subparagraph (E)'.
  Subsec. (h)(6). Pub. L. 101-239, Sec. 7108(c)(1), added par. (6).
Former par. (6) redesignated (7).
  Subsec. (h)(6)(B) to (E). Pub. L. 101-239, Sec. 7108(b)(2)(B),
redesignated subpars. (C) to (E) as (B) to (D), respectively, and
struck out former subpar. (B) which provided that the housing
credit dollar amount could not be carried over to any other
calendar year.
  Subsec. (h)(7), (8). Pub. L. 101-239, Sec. 7108(c)(1),
redesignated pars. (6) and (7) as (7) and (8), respectively.
  Subsec. (i)(2)(D). Pub. L. 101-239, Sec. 7108(k), inserted at end
'Such term shall not include any loan which would be a below market
Federal loan solely by reason of assistance provided under section
106, 107, or 108 of the Housing and Community Development Act of
1974 (as in effect on the date of the enactment of this sentence).'
  Subsec. (i)(3)(B). Pub. L. 101-239, Sec. 7108(i)(1), amended
subpar. (B) generally.  Prior to amendment, subpar. (B) read as
follows: 'A unit shall not be treated as a low-income unit unless
the unit is suitable for occupancy (as determined under regulations
prescribed by the Secretary taking into account local health,
safety, and building codes) and used other than on a transient
basis.  For purposes of the preceding sentence, a single-room
occupancy unit shall not be treated as used on a transient basis
merely because it is rented on a month-by-month basis.'
  Pub. L. 101-239, Sec. 7831(c)(1), inserted '(as determined under
regulations prescribed by the Secretary taking into account local
health, safety, and building codes)' after 'suitable for
occupancy'.
  Pub. L. 101-239, Sec. 7108(h)(1), inserted at end 'For purposes
of the preceding sentence, a single-room occupancy unit shall not
be treated as used on a transient basis merely because it is rented
on a month-by-month basis.'
  Subsec. (i)(3)(D). Pub. L. 101-239, Sec. 7831(c)(2), added
subpar. (D).
  Subsec. (i)(3)(E). Pub. L. 101-239, Sec. 7108(h)(4), added



subpar. (E).
  Subsec. (i)(6). Pub. L. 101-239, Sec. 7831(c)(3), added par. (6).
  Subsec. (i)(8). Pub. L. 101-239, Sec. 7108(q), added par. (8).
  Subsec. (k)(2)(D). Pub. L. 101-239, Sec. 7108(o), added provision
at end relating to the applicability of cl. (ii) to qualified
nonprofit organizations not described in section
46(c)(8)(D)(iv)(II) with respect to a building.
  Subsec. (l)(1). Pub. L. 101-239, Sec. 7108(p), in introductory
provisions, substituted 'Following' for 'Not later than the 90th
day following' and inserted 'at such time and' before 'in such
form'.
  Subsec. (m). Pub. L. 101-239, Sec. 7108(o), added subsec. (m).
Former subsec. (m) redesignated (n).
  Subsec. (m)(4). Pub. L. 101-239, Sec. 7831(c)(5), added par. (4).
  Subsec. (n). Pub. L. 101-239, Sec. 7108(o), redesignated subsec.
(m) as (n). Former subsec. (n) redesignated (o).
  Pub. L. 101-239, Sec. 7108(a)(1), amended subsec. (n) generally.
Prior to amendment, subsec. (n) read as follows: 'The State housing
credit ceiling under subsection (h) shall be zero for any calendar
year after 1989 and subsection (h)(4) shall not apply to any
building placed in service after 1989.'
  Subsec. (o). Pub. L. 101-239, Sec. 7108(o), redesignated subsec.
(n) as (o).
  1988 - Subsec. (b)(2)(A). Pub. L. 100-647, Sec. 1002(l)(1)(A),
substituted 'for the earlier of - ' for 'for the month in which
such building is placed in service' and added cls. (i) and (ii) and
concluding provisions.
  Subsec. (b)(2)(C)(ii). Pub. L. 100-647, Sec. 1002(l)(1)(B),
substituted 'the month applicable under clause (i) or (ii) of
subparagraph (A)' for 'the month in which the building was placed
in service'.
  Subsec. (b)(3). Pub. L. 100-647, Sec. 1002(l)(9)(B), amended par.
(3) generally.  Prior to amendment, par. (3) read as follows: 'For
treatment of certain rehabilitation expenditures as separate new
buildings, see subsection (e).'
  Subsec. (c)(2)(A). Pub. L. 100-647, Sec. 1002(l)(2)(A), amended
subpar. (A) generally.  Prior to amendment, subpar. (A) read as
follows: 'which at all times during the compliance period with
respect to such building is part of a qualified low-income housing
project, and'.
  Subsec. (d)(2)(D)(ii). Pub. L. 100-647, Sec. 1002(l)(3),
substituted 'Special rules for certain transfers' for 'Special rule
for nontaxable exchanges' in heading and amended text generally.
Prior to amendment, text read as follows: 'For purposes of
determining under subparagraph (B)(ii) when a building was last
placed in service, there shall not be taken into account any
placement in service in connection with the acquisition of the
building in a transaction in which the basis of the building in the
hands of the person acquiring it is determined in whole or in part
by reference to the adjusted basis of such building in the hands of
the person from whom aquired.'
  Subsec. (d)(3). Pub. L. 100-647, Sec. 1002(l)(4), amended par.
(3) generally.  Prior to amendment, par. (3) read as follows: 'The
eligible basis of any building shall be reduced by an amount equal
to the portion of the adjusted basis of the building which is
attributable to residential rental units in the building which are
not low-income units and which are above the average quality



standard of the low-income units in the building.'
  Subsec. (d)(5)(A). Pub. L. 100-647, Sec. 1002(l)(6)(B),
substituted 'subparagraphs (B) and (C)' for 'subparagraph (B)'.
  Pub. L. 100-647, Sec. 1002(l)(5), inserted '(increased, in the
case of an existing building which meets the requirements of
paragraph (2)(B), by the amounts described in paragraph
(2)(A)(i)(II))' before period at end.
  Subsec. (d)(5)(C). Pub. L. 100-647, Sec. 1002(l)(6)(A), added
subpar. (C).
  Subsec. (d)(6)(A)(iii). Pub. L. 100-647, Sec. 1002(l)(7), struck
out cl. (iii) which related to other circumstances of financial
distress.
  Subsec. (d)(6)(B)(ii). Pub. L. 100-647, Sec. 1002(l)(8), struck
out 'of 1934' after 'Act'.
  Subsec. (f)(1). Pub. L. 100-647, Sec. 1002(l)(2)(B), substituted
'beginning with - ' for 'beginning with' and subpars. (A) and (B)
and concluding provisions for 'the taxable year in which the
building is placed in service or, at the election of the taxpayer,
the succeeding taxable year.  Such an election, once made, shall be
irrevocable.'
  Subsec. (f)(3). Pub. L. 100-647, Sec. 1002(l)(9)(A), amended par.
(3) generally.  Prior to amendment, par. (3) 'Special rule where
increase in qualified basis after 1st year of credit period' read
as follows:
  '(A) Credit increased. - If -
    '(i) as of the close of any taxable year in the compliance
  period (after the 1st year of the credit period) the qualified
  basis of any building exceeds
    '(ii) the qualified basis of such building as of the close of
  the 1st year of the credit period,
the credit allowable under subsection (a) for the taxable year
(determined without regard to this paragraph) shall be increased by
an amount equal to the product of such excess and the percentage
equal to 2/3 of the applicable percentage for such building.
  '(B) 1st year computation applies. - A rule similar to the rule
of paragraph (2)(A) shall apply to the additional credit allowable
by reason of this paragraph for the 1st year in which such
additional credit is allowable.'
  Subsec. (g)(2)(B)(i). Pub. L. 100-647, Sec. 1002(l)(10), struck
out 'Federal' after 'comparable'.
  Subsec. (g)(2)(C). Pub. L. 100-647, Sec. 1002(l)(11), added
subpar. (C).
  Subsec. (g)(3). Pub. L. 100-647, Sec. 1002(l)(12), amended par.
(3) generally, substituting subpars. (A) to (C) for former subpars.
(A) and (B).
  Subsec. (g)(4). Pub. L. 100-647, Sec. 1002(l)(13), inserted ';
except that, in applying such provisions (other than section
142(d)(4)(B)(iii)) for such purposes, the term 'gross rent' shall
have the meaning given such term by paragraph (2)(B) of this
subsection' before period at end.
  Subsec. (g)(6). Pub. L. 100-647, Sec. 1002(l)(32), added par.
(6).
  Subsec. (h)(1). Pub. L. 100-647, Sec. 1002(l)(14)(A), amended
par. (1) generally.  Prior to amendment, par. (1) read as follows:
'No credit shall be allowed by reason of this section for any
taxable year with respect to any building in excess of the housing
credit dollar amount allocated to such building under this



subsection.  An allocation shall be taken into account under the
preceding sentence only if it occurs not later than the earlier of
-
    '(A) the 60th day after the close of the taxable year, or
    '(B) the close of the calendar year in which such taxable year
  ends.'
  Subsec. (h)(1)(B). Pub. L. 100-647, Sec. 4003(b)(1), substituted
'(C), (D), or (E)' for '(C) or (D)'.
  Subsec. (h)(1)(E). Pub. L. 100-647, Sec. 4003(a), added subpar.
(E).
  Subsec. (h)(4)(A). Pub. L. 100-647, Sec. 1002(l)(15), substituted
'if - ' for 'and which is taken into account under section 146' and
added cls. (i) and (ii).
  Subsec. (h)(5)(D), (E). Pub. L. 100-647, Sec. 1002(l)(16), added
subpar. (D) and redesignated former subpar. (D) as (E).
  Subsec. (h)(6)(B)(ii). Pub. L. 100-647, Sec. 1002(l)(14)(B),
struck out cl. (ii) which read as follows:
  '(ii) Allocation may not be earlier than year in which building
placed in service. - A housing credit agency may allocate its
housing credit dollar amount for any calendar year only to
buildings placed in service before the close of such calendar
year.'
  Subsec. (h)(6)(D). Pub. L. 100-647, Sec. 1002(l)(17), amended
subpar. (D) generally.  Prior to amendment, subpar. (D) 'Credit
allowable determined without regard to averaging convention, etc.'
read as follows: 'For purposes of this subsection, the credit
allowable under subsection (a) with respect to any building shall
be determined -
    '(i) without regard to paragraphs (2)(A) and (3)(B) of
  subsection (f), and
    '(ii) by applying subsection (f)(3)(A) without regard to 'the
  percentage equal to 2/3 of'.'
  Subsec. (h)(6)(E). Pub. L. 100-647, Sec. 1002(l)(18), added
subpar. (E).
  Subsec. (i)(2)(A). Pub. L. 100-647, Sec. 1002(l)(19)(A), inserted
'or any prior taxable year' after 'such taxable year' and
substituted 'is or was outstanding' for 'is outstanding' and 'are
or were used' for 'are used'.
  Subsec. (i)(2)(B). Pub. L. 100-647, Sec. 1002(l)(19)(B),
substituted 'balance of loan or proceeds of obligations' for
'outstanding balance of loan' in heading and amended text
generally.  Prior to amendment, text read as follows: 'A loan shall
not be taken into account under subparagraph (A) if the taxpayer
elects to exclude an amount equal to the outstanding balance of
such loan from the eligible basis of the building for purposes of
subsection (d).'
  Subsec. (i)(2)(C). Pub. L. 100-647, Sec. 1002(l)(19)(C), added
subpar. (C). Former subpar. (C) redesignated (D).
  Subsec. (i)(2)(D). Pub. L. 100-647, Sec. 1002(l)(19)(C), (D),
redesignated former subpar. (C) as (D) and substituted 'this
paragraph' for 'subparagraph (A)'.
  Subsec. (j)(4)(D). Pub. L. 100-647, Sec. 1007(g)(3)(B),
substituted 'D, or G' for 'or D'.
  Subsec. (j)(4)(F). Pub. L. 100-647, Sec. 1002(l)(20), added
subpar. (F).
  Subsec. (j)(5)(B). Pub. L. 100-647, Sec. 4004(a), amended subpar.
(B) generally.  Prior to amendment, subpar. (B) read as follows:



'This paragraph shall apply to any partnership -
    '(i) more than 1/2 the capital interests, and more than 1/2 the
  profit interests, in which are owned by a group of 35 or more
  partners each of whom is a natural person or an estate, and
    '(ii) which elects the application of this paragraph.'
  Subsec. (j)(5)(B)(i). Pub. L. 100-647, Sec. 1002(l)(21), amended
cl. (i) generally.  Prior to amendment, cl. (i) read as follows:
'which has 35 or more partners each of whom is a natural person or
an estate, and'.
  Subsec. (j)(6). Pub. L. 100-647, Sec. 1002(l)(22), inserted '(or
interest therein)' after 'disposition of building' in heading, and
in text inserted 'or an interest therein' after 'of a building'.
  Subsec. (k)(2)(B). Pub. L. 100-647, Sec. 1002(l)(23), inserted
before period at end ', except that this subparagraph shall not
apply in the case of a federally assisted building described in
subsection (d)(6)(B) if - ' and cls. (i) and (ii).
  Subsec. (l). Pub. L. 100-647, Sec. 1002(l)(24)(B), substituted
'Certifications and other reports to Secretary' for 'Certifications
to Secretary' in heading.
  Subsec. (l)(2), (3). Pub. L. 100-647, Sec. 1002(l)(24)(A), added
par. (2) and redesignated former par. (2) as (3).
  Subsec. (n). Pub. L. 100-647, Sec. 4003(b)(3), amended subsec.
(n) generally, substituting a single par. for former pars. (1) and
(2).
  Subsec. (n)(1). Pub. L. 100-647, Sec. 1002(l)(25), inserted ',
and, except for any building described in paragraph (2)(B),
subsection (h)(4) shall not apply to any building placed in service
after 1989' after 'year after 1989'.
  1986 - Subsec. (k)(1). Pub. L. 99-509 substituted 'subparagraphs
(D)(ii)(II) and (D)(iv)(I)' for 'subparagraph (D)(iv)(I)'.

Effective Date Of 1990 Amendment
  Section 11407(a)(3) of Pub. L. 101-508 provided that: 'The
amendments made by this subsection (amending this section and
repealing provisions set out below) shall apply to calendar years
after 1989.'
  Section 11407(b)(10) of Pub. L. 101-508 provided that:
  '(A) In general. - Except as otherwise provided in this
paragraph, the amendments made by this subsection (amending this
section) shall apply to -
    '(i) determinations under section 42 of the Internal Revenue
  Code of 1986 with respect to housing credit dollar amounts
  allocated from State housing credit ceilings for calendar years
  after 1990, or
    '(ii) buildings placed in service after December 31, 1990, to
  the extent paragraph (1) of section 42(h) of such Code does not
  apply to any building by reason of paragraph (4) thereof, but
  only with respect to bonds issued after such date.
  '(B) Tenant rights, etc. - The amendments made by paragraphs (1),
(6), (8), and (9) (amending this section) shall take effect on the
date of the enactment of this Act (Nov. 5, 1990).
  '(C) Monitoring. - The amendment made by paragraph (2) (amending
this section) shall take effect on January 1, 1992, and shall apply
to buildings placed in service before, on, or after such date.
  '(D) Study. - The Inspector General of the Department of Housing
and Urban Development and the Secretary of the Treasury shall



jointly conduct a study of the effectiveness of the amendment made
by paragraph (5) (amending this section) in carrying out the
purposes of section 42 of the Internal Revenue Code of 1986. The
report of such study shall be submitted not later than January 1,
1993, to the Committee on Ways and Means of the House of
Representatives and the Committee on Finance of the Senate.'
  Section 11701(a)(3)(B) of Pub. L. 101-508 provided that: 'In the
case of a building to which (but for this subparagraph) the
amendment made by subparagraph (A) (amending this section) does not
apply, such amendment shall apply to -
    '(i) determinations of qualified basis for taxable years
  beginning after the date of the enactment of this Act (Nov. 5,
  1990), and
    '(ii) determinations of qualified basis for taxable years
  beginning on or before such date except that determinations for
  such taxable years shall be made without regard to any reduction
  in gross rent after August 3, 1990, for any period before August
  4, 1990.'
  Section 11701(n) of Pub. L. 101-508 provided that: 'Except as
otherwise provided in this section, any amendment made by this
section (amending this section and sections 148, 163, 172, 403,
1031, 1253, 2056, 4682, 4975, 4978B and 6038 of this title, and
provisions set out as notes under this section and section 2040 of
this title) shall take effect as if included in the provision of
the Revenue Reconciliation Act of 1989 (Pub. L. 101-239, title VII)
to which such amendment relates.'
  Section 11812(c) of Pub. L. 101-508 provided that:
  '(1) In general. - Except as provided in paragraph (2), the
amendments made by this section (amending this section and sections
56, 167, 168, 312, 381, 404, 460, 642, 1016, 1250, and 7701 of this
title) shall apply to property placed in service after the date of
the enactment of this Act (Nov. 5, 1990).
  '(2) Exception. - The amendments made by this section shall not
apply to any property to which section 168 of the Internal Revenue
Code of 1986 does not apply by reason of subsection (f)(5) thereof.
  '(3) Exception for previously grandfather expenditures. - The
amendments made by this section shall not apply to rehabilitation
expenditures described in section 252(f)(5) of the Tax Reform Act
of 1986 (Pub. L. 99-514) (as added by section 1002(l)(31) of the
Technical and Miscellaneous Revenue Act of 1988 (see Transitional
Rules note below)).'
  Amendment by section 11813(b)(3) of Pub. L. 101-508 applicable to
property placed in service after Dec. 31, 1990, but not applicable
to any transition property (as defined in section 49(e) of this
title), any property with respect to which qualified progress
expenditures were previously taken into account under section 46(d)
of this title, and any property described in section 46(b)(2)(C) of
this title, as such sections were in effect on Nov. 4, 1990, see
section 11813(c) of Pub. L. 101-508, set out as a note under
section 29 of this title.

Effective Date Of 1989 Amendment
  Section 7108(r) of Pub. L. 101-239, as amended by Pub. L.
101-508, title XI, Sec. 11701(a)(11), (12), Nov. 5, 1990, 104 Stat.
1388-507, provided that:
  '(1) In general. - Except as otherwise provided in this



subsection, the amendments made by this section (amending this
section and section 142 of this title) shall apply to
determinations under section 42 of the Internal Revenue Code of
1986 with respect to housing credit dollar amounts allocated from
State housing credit ceilings for calendar years after 1989.
  '(2) Buildings not subject to allocation limits. - Except as
otherwise provided in this subsection, to the extent paragraph (1)
of section 42(h) of such Code does not apply to any building by
reason of paragraph (4) thereof, the amendments made by this
section shall apply to buildings placed in service after December
31, 1989 but only with respect to bonds issued after such date.
  '(3) One-year carryover of unused credit authority, etc. - The
amendments made by subsection (b) (amending this section) shall
apply to calendar years after 1989, but clauses (ii), (iii), and
(iv) of section 42(h)(3)(C) of such Code (as added by this section)
shall be applied without regard to allocations for 1989 or any
preceding year.
  '(4) Additional buildings eligible for waiver of 10-year rule. -
The amendments made by subsection (f) (amending this section) shall
take effect on the date of the enactment of this Act (Dec. 19,
1989).
  '(5) Certifications with respect to 1st year of credit period. -
The amendment made by subsection (p) (amending this section) shall
apply to taxable years ending on or after December 31, 1989.
  '(6) Certain rules which apply to bonds. - Paragraphs (1)(D) and
(2)(D) of section 42(m) of such Code, as added by this section,
shall apply to obligations issued after December 31, 1989.
  '(7) Clarifications. - The amendments made by the following
provisions of this section shall apply as if included in the
amendments made by section 252 of the Tax Reform Act of 1986 (Pub.
L. 99-514, enacting this section and amending sections 38 and 55 of
this title):
    '(A) Paragraph (1) of subsection (h) (relating to units rented
  on a monthly basis) (amending this section).
    '(B) Subsection (l) (relating to eligible basis for new
  buildings to include expenditures before close of 1st year of
  credit period) (amending this section).
  '(8) Guidance on difficult development areas and posting of bond
to avoid recapture. - Not later than 180 days after the date of the
enactment of this Act (Dec. 19, 1989) -
    '(A) the Secretary of Housing and Urban Development shall
  publish initial guidance on the designation of difficult
  development areas under section 42(d)(5)(C) of such Code, as
  added by this section, and
    '(B) the Secretary of the Treasury shall publish initial
  guidance under section 42(j)(6) of such Code (relating to no
  recapture on disposition of building (or interest therein) where
  bond posted).'
  Amendment by section 7811(a) of Pub. L. 101-239 effective, except
as otherwise provided, as if included in the provision of the
Technical and Miscellaneous Revenue Act of 1988, Pub. L. 100-647,
to which such amendment relates, see section 7817 of Pub. L.
101-239, set out as a note under section 1 of this title.
  Amendment by section 7831(c) of Pub. L. 101-239 effective as if
included in the provision of the Tax Reform Act of 1986, Pub. L.
99-514, to which such amendment relates, see section 7831(g) of
Pub. L. 101-239, set out as a note under section 1 of this title.



Effective Date Of 1988 Amendment
Amendment by sections 1002(l)(1)-(25), (32) and 1007(g)(3)(B) of Pub. L. 100-647
effective, except as otherwise provided, as if included in the provision of the Tax Reform
Act of 1986, Pub. L. 99-514, to which such amendment relates, see section 1019(a) of
Pub. L. 100-647, set out as a note under section 1 of this title.
Section 4003(c) of Pub. L. 100-647 provided that: 'The amendments made by this
section (amending this section and provisions set out as a note under section 469 of
this title) shall apply to amounts allocated in calendar years after 1987.'
Section 4004(b) of Pub. L. 100-647 provided that:
'(1) In general. - The amendment made by subsection (a) (amending this section) shall
take effect as if included in the amendments made by section 252 of the Reform Act
(section 252 of Pub. L. 99-514, enacting this section and amending sections 38 and 55
of this title).
'(2) Period for election. - The period for electing not to have section 42(j)(5) of the 1986
Code apply to any partnership shall not expire before the date which is 6 months after
the date of the enactment of this Act (Nov. 10, 1988).'

Effective Date Of 1986 Amendment
Section 8072(b) of Pub. L. 99-509 provided that: 'The amendment made by subsection
(a) (amending this section) shall take effect as if included in the amendment made by
section 252(a) of the Tax Reform Act of 1986 (enacting this section).'

Effective Date
Section 252(e) of Pub. L. 99-514 provided that:
'(1) In general. - The amendments made by this section (enacting this section and
amending sections 38 and 55 of this title) shall apply to buildings placed in service after
December 31, 1986, in taxable years ending after such date.
'(2) Special rule for rehabilitation expenditures. - Subsection (e) of section 42 of the
Internal Revenue Code of 1986 (as added by this section) shall apply for purposes of
paragraph (1).'

Savings Provision
For provisions that nothing in amendment by sections 11812(b)(3) and 11813(b)(3) of
Pub. L. 101-508 be construed to affect treatment of certain transactions occurring,
property acquired, or items of income, loss, deduction, or credit taken into account prior
to Nov. 5, 1990, for purposes of determining liability for tax for periods ending after Nov.
5, 1990, see section 11821(b) of Pub. L. 101-508, set out as a note under section 29 of
this title.

Election To Accelerate Credit Into 1990
Section 11407(c) of Pub. L. 101-508 provided that:
'(1) In general. - At the election of an individual, the credit determined under section 42
of the Internal Revenue Code of 1986 for the taxpayer's first taxable year ending on or
after October 25, 1990, shall be 150 percent of the amount which would (but for this



paragraph) be so allowable with respect to investments held by such individual on or
before October 25, 1990.
'(2) Reduction in aggregate credit to reflect increased 1990 credit. - The aggregate
credit allowable to any person under section 42 of such Code with respect to any
investment for taxable years after the first taxable year referred to in paragraph (1) shall
be reduced on a pro rata basis by the amount of the increased credit allowable by
reason of paragraph (1) with respect to such first taxable year. The preceding sentence
shall not be construed to affect whether any taxable year is part of the credit,
compliance, or extended use periods.
(3) Election. - The election under paragraph (1) shall be made at the time and in the
manner prescribed by the Secretary of the Treasury or his delegate, and, once made,
shall be irrevocable. In the case of a partnership, such election shall be made by the
partnership.'

Exception To Time Period For Meeting Project
Requirements In Order To Qualify As Low-Income Housing
Section 11701(a)(5)(B) of Pub. L. 101-508 provided that: 'In the case of a building to
which the amendment made by subparagraph (A) (amending this section) does not
apply, the period specified in section 42(g)(3)(A) of the Internal Revenue Code of 1986
(as in effect before the amendment made by subparagraph (A)) shall not expire before
the close of the taxable year following the taxable year in which the building is placed in
service.'

State Housing Credit Ceiling For Calendar Year 1990
Section 7108(a)(2) of Pub. L. 101-239, which provided that in the case of calendar year
1990, section 42(h)(3)(C)(i) of the Internal Revenue Code of 1986 be applied by
substituting '$.9375' for '$1.25', was repealed by Pub. L. 101-508, title XI, Sec.
11407(a)(2), (3), Nov. 5, 1990, 104 Stat. 1388-474, applicable to calendar years after
1989.

Transitional Rules
  Section 252(f) of Pub. L. 99-514, as amended by Pub. L. 100-647,
title I, Sec. 1002(l)(28)-(31), Nov. 10, 1988, 102 Stat. 3381,
provided that:
  '(1) Limitation to non-acrs buildings not to apply to certain
buildings, etc. -
    '(A) In general. - In the case of a building which is part of a
  project described in subparagraph (B) -
      '(i) section 42(c)(2)(B) of the Internal Revenue Code of 1986
    (as added by this section) shall not apply,
      '(ii) such building shall be treated as not federally
    subsidized for purposes of section 42(b)(1)(A) of such Code,
      '(iii) the eligible basis of such building shall be treated,
    for purposes of section 42(h)(4)(A) of such Code, as if it were
    financed by an obligation the interest on which is exempt from
    tax under section 103 of such Code and which is taken into
    account under section 146 of such Code, and
      '(iv) the amendments made by section 803 (enacting section
    263A of this title, amending sections 48, 267, 312, 447, 464,



    and 471 of this title, and repealing sections 189, 278, and 280
    of this title) shall not apply.
    '(B) Project described. - A project is described in this
  subparagraph if -
      '(i) an urban development action grant application with
    respect to such project was submitted on September 13, 1984,
      '(ii) a zoning commission map amendment related to such
    project was granted on July 17, 1985, and
      '(iii) the number assigned to such project by the Federal
    Housing Administration is 023-36602.
    '(C) Additional units eligible for credit. - In the case of a
  building to which subparagraph (A) applies and which is part of a
  project which meets the requirements of subparagraph (D), for
  each low-income unit in such building which is occupied by
  individuals whose income is 30 percent or less of area median
  gross income, one additional unit (not otherwise a low-income
  unit) in such building shall be treated as a low-income unit for
  purposes of such section 42.
    '(D) Project described. - A project is described in this
  subparagraph if -
      '(i) rents charged for units in such project are restricted
    by State regulations,
      '(ii) the annual cash flow of such project is restricted by
    State law,
      '(iii) the project is located on land owned by or ground
    leased from a public housing authority,
      '(iv) construction of such project begins on or before
    December 31, 1986, and units within such project are placed in
    service on or before June 1, 1990, and
      '(v) for a 20-year period, 20 percent or more of the
    residential units in such project are occupied by individuals
    whose income is 50 percent or less of area median gross income.
    '(E) Maximum additional credit. - The maximum present value of
  additional credits allowable under section 42 of such Code by
  reason of subparagraph (C) shall not exceed 25 percent of the
  eligible basis of the building.
  '(2) Additional allocation of housing credit ceiling. -
    '(A) In general. - There is hereby allocated to each housing
  credit agency described in subparagraph (B) an additional housing
  credit dollar amount determined in accordance with the following
  table:
---------------------------------------------------------------------
---------------------------------------------------------------------
                                   The additional
'For calendar year:                allocation is:
1987                               $3,900,000
1988                               $7,600,000
1989                               $1,300,000.
                 -------------------------------
    '(B) Housing credit agencies described. - The housing credit
  agencies described in this subparagraph are:
      '(i) A corporate governmental agency constituted as a public
    benefit corporation and established in 1971 under the
    provisions of Article XII of the Private Housing Finance Law of
    the State.
      '(ii) A city department established on December 20, 1979,
    pursuant to chapter XVIII of a municipal code of such city for



    the purpose of supervising and coordinating the formation and
    execution of projects and programs affecting housing within
    such city.
      '(iii) The State housing finance agency referred to in
    subparagraph (C), but only with respect to projects described
    in subparagraph (C).
    '(C) Project described. - A project is described in this
  subparagraph if such project is a qualified low-income housing
  project which -
      '(i) receives financing from a State housing finance agency
    from the proceeds of bonds issued pursuant to chapter 708 of
    the Acts of 1966 of such State pursuant to loan commitments
    from such agency made between May 8, 1984, and July 8, 1986,
    and
      '(ii) is subject to subsidy commitments issued pursuant to a
    program established under chapter 574 of the Acts of 1983 of
    such State having award dates from such agency between May 31,
    1984, and June 11, 1985.
    '(D) Special rules. -
      '(i) Any building -
        '(I) which is allocated any housing credit dollar amount by
      a housing credit agency described in clause (iii) of
      subparagraph (B), and
        '(II) which is placed in service after June 30, 1986, and
      before January 1, 1987,
  shall be treated for purposes of the amendments made by this
    section as placed in service on January 1, 1987.
      '(ii) Section 42(c)(2)(B) of the Internal Revenue Code of
    1986 shall not apply to any building which is allocated any
    housing credit dollar amount by any agency described in
    subparagraph (B).
    '(E) All units treated as low income units in certain cases. -
  In the case of any building -
      '(i) which is allocated any housing credit dollar amount by
    any agency described in subparagraph (B), and
      '(ii) which after the application of subparagraph (D)(ii) is
    a qualified low-income building at all times during any taxable
    year,
  such building shall be treated as described in section
  42(b)(1)(B) of such Code and having an applicable fraction for
  such year of 1. The preceding sentence shall apply to any
  building only to the extent of the portion of the additional
  housing credit dollar amount (allocated to such agency under
  subparagraph (A)) allocated to such building.
  '(3) Certain projects placed in service before 1987. -
    '(A) In general. - In the case of a building which is part of a
  project described in subparagraph (B) -
      '(i) section 42(c)(2)(B) of such Code shall not apply,
      '(ii) such building shall be treated as placed in service
    during the first calendar year after 1986 and before 1990 in
    which such building is a qualified low-income building
    (determined after the application of clause (i)), and
      '(iii) for purposes of section 42(h) of such Code, such
    building shall be treated as having allocated to it a housing
    credit dollar amount equal to the dollar amount appearing in
    the clause of subparagraph (B) in which such building is
    described.



    '(B) Project described. - A project is described in this
  subparagraph if the code number assigned to such project by the
  Farmers' Home Administration appears in the following table:
---------------------------------------------------------------------
---------------------------------------------------------------------
                                   The housing credit
'The code number is:               dollar amount is:
(i) 49284553664                    $16,000
(ii) 4927742022446                 $22,000
(iii) 49270742276087               $64,000
(iv) 490270742387293               $48,000
(v) 4927074218234                  $32,000
(vi) 49270742274019                $36,000
(vii) 51460742345074               $53,000.
                 -------------------------------
    '(C) Determination of adjusted basis. - The adjusted basis of
  any building to which this paragraph applies for purposes of
  section 42 of such Code shall be its adjusted basis as of the
  close of the taxable year ending before the first taxable year of
  the credit period for such building.
    '(D) Certain rules to apply. - Rules similar to the rules of
  subparagraph (E) of paragraph (2) shall apply for purposes of
  this paragraph.
  '(4) Definitions. - For purposes of this subsection, terms used
in such subsection which are also used in section 42 of the
Internal Revenue Code of 1986 (as added by this section) shall have
the meanings given such terms by such section 42.
  '(5) Transitional rule. - In the case of any rehabilitation
expenditures incurred with respect to units located in the
neighborhood strategy area within the community development block
grant program in Ft. Wayne, Indiana -
    '(A) the amendments made by this section (enacting this section
  and amending sections 38 and 55 of this title) shall not apply,
  and
    '(B) paragraph (1) of section 167(k) of the Internal Revenue
  Code of 1986, shall be applied as if it did not contain the
  phrase 'and before January 1, 1987'.
The number of units to which the preceding sentence applies shall
not exceed 150.'

SECREF
Section Referred To In Other Sections
This section is referred to in sections 38, 39, 55, 469 of this title; title 42 sections 1437,
1485, 12745.



Typical Project Costs Worksheet

$_____________ Total Development Costs

_-_____________ Ineligible Costs

$_____________ Eligible Basis

  X   _____  130% Adjustment for QCT/DDA

______________ Adjusted Eligible Basis

  X _____    100% Applicable Percentage

$_____________ Qualified Basis

  X _____   8.16% New Construction Credit

$_____________ Annual Tax Credit Allocation Amount

  X        _____  10 10-Year Credit Period

$_____________ Total Amount of Credits

  X _____      99% Limited Partner Share of Credits

$_____________ Total Amount of Credits Available to LP

  X  _____     $.75 Amount Paid by Investors/Tax Credit Dollar

$_____________ Tax Credit Equity

Tax Credit Equity_______________ NAHASDA/Unit__________

NAHASDA Funds_______________ Leveraging Ratio_________

TOTAL _______________



Typical Project Costs

$   950,000 Total Development Costs
  -    75,000 Ineligible Costs
$   875,000 Eligible Basis
  X     130% Adjustment for QCT/DDA
$1,137,500 Adjusted Eligible Basis
  X     100% Applicable Percentage
$1,137,500 Qualified Basis
  X    8.16% New Construction Credit
     $92,820 Annual Tax Credit Allocation Amount
  X          10 10-Year Credit Period
$   928,200 Total Amount of Credits
  X       99% Limited Partner Share of Credits
$   918,918 Total Amount of Credits Available to Limited Partner
  X       $.75 Amount Paid by Investors/Tax Credit Dollar
$   689,189 Tax Credit Equity

Tax Credit Equity $689,189
NAHASDA Funds $260,811
TOTAL $950,000

NAHASDA/Unit $26,081

Leveraging Ratio 3.64 : 1
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Presented by:
Brenda Bouthot

DESIGNING A STUDENT
RENTAL VOUCHER PROGRAM
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GENERAL CONSIDERATIONS

qDetermine available funding
qDevelop preferences/wait list policy
qDevelop other program policies and procedures
qDevise an application form and other documents

that may be specific to the program
qDevelop a grievance or review process
qDetermine applicant reporting requirements,

determine how often you will review files
qDevelop sanctions for program violations
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ELIGIBILITY ISSUES

q Applicant must be income eligible under
NAHASDA

q Tribal affiliation/residency requirements?

q Student status - full or part time enrollment?

q Grades?
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LEASING/HOUSING

qLease or rent agreement off campus
qLandlord information
qOn-campus assistance
qPro-ration of assistance for roommates off

campus
qAssistance for utilities
qAssistance while school is not in session?
qHow often will assistance payments be issued?
qDirect/indirect payments to students
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Determining Amount of Assistance

q Family or student income

q Financial aid - grants, loans, scholarships

q School costs

q Family/student contribution?
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PROGRAM BENEFITS

q Allows student to live off-campus. Increases housing
choices while going to school

q Provides opportunity for head of household to attend
school and live with family

q Pays housing costs while head or spouse is a student
with little or no income earning potential

q Reduces need for financial aid, loans that must be
repaid

q Provides opportunity for individual to attend school
where it may not have been financially feasible (lack of
adequate financial aid or personal income)
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SAMPLE Calculation of Student Rental Assistance

q Student Name:____John Doe

q School Year:           1999/2000

q Step 1. Calculate family/student eligibility by establishing
the annual gross income of family/student.  If annual gross
income of the family/student is below the maximum allowable
limits as defined in Exhibit I, proceed to Step 2.  If annual
gross income of family/student is above the maximum
allowable limits, student is ineligible for assistance.

q Applicable maximum annual gross income $35,120
q Student/family’s annual gross income $23,792
q Student is eligible?   X   Yes        No
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Step 2

q Calculate the school year shelter/housing costs for
the student. This can be a monthly rental amount
times the number of months student will be
renting or the amount of the students room/board
as verified by the institution of higher education
(documentation from school).

q School Year (1999/2000) Shelter/Housing Costs

q $ 4050  (9 months. X 450)
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STEP 3

Calculate the amount of student financial assistance for
the school year (proofs required) that can be applied
to housing. Do not include amounts specified for
tuition, books, and fees. Student loans are exempt.

  Amounts        Types                               Purpose
1.  $ 3500       Tribal grant            Tuition (exempt)
2.  $ 7000       Student loan              Loans exempt
3.  $   500       Scholarship                         General

Total financial aid available for housing costs for school
year 1999/2000     $ 500.00
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STEP 4

Subtract the amount in Step 3 from the amount in
Step 2

Step 2.  $ 4050
  minus      Step 3.  $   500
  Balance                       $ 3550

The balance is the amount of housing/shelter costs
not covered by financial aid the student is
expected to receive.
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Step 5

Determine student/parent income available to
help defray student housing costs. The
family/student share/contribution shall be
considered to be 5% of family/student gross
annual income.

$ 1190
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STEP 6

Subtract family/student share in Step 5 from the
amount in Step 4

Step 4.  $ 3550
     minus      Step 5.  $ 1190
     Balance               $ 2360

The balance remaining in Step 6 is the Student’s unmet
housing/shelter cost.
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STEP 7

Determine monthly amount of student rental housing assistance
by dividing the amount in Step 6 by the number of months the
student will be renting under a rent agreement, or by the
number
of semesters the student will be in student housing for the
school year.

A.   2360  ÷  9                =   262.00
      Step 6   No. of mos. = Monthly rental/housing assistance

OR
B.  Step 6  ÷ No. of Semesters = Semester rental/housing

    assistance
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Note

Assistance is to be issued monthly unless school
requires that assistance be paid in full for
each semester rather than monthly. If so,
issue each semester’s assistance the first
month of the semester.

Prepared by:  J. Green            Date:  03-09-99
                     Staff Representative
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MAKING SUBSTANTIAL
CHANGES

q    Ramps in place of steps

q    Widening halls and
       doorways

q     Downstairs bedroom

q     Eliminating obstacles
       and hazards
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HOME MODIFICATION CHECKLIST

Storage
q  Is storage located conveniently?      Yes   No
q  Is storage adequate and useable?    Yes   No
q  Can you easily reach closet items?   Yes   No
q  Have you maximized your space?     Yes   No

Electrical outlets/switches/alarms
q  Are outlets/switches easy to reach
      or turn off?                                          Yes   No
q  Are outlets properly grounded to
      prevent shock?       Yes   No
q  Are extension cords in good
      condition?                                           Yes   No
q  Are they needed?       Yes   No
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CHECKLIST (continued)

q  Do you have smoke detectors in
      all necessary areas?                  Yes   No
q   Do you have an alarm system?       Yes   No
q   Is the telephone readily available
      for emergencies?                              Yes   No
q   Is the telephone equipped for
       hearing enhancement?      Yes  No
q   Can you hear the doorbell in
       every part of the house?                  Yes  No
Lighting & Ventilation
q   Is lighting sufficient for the area?   Yes  No
q   Is lighting bright enough?                Yes  No
q   Do you have night lights where
       needed?       Yes  No
q   Is your home well ventilated?          Yes  No
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HOME MODIFICATION DEVICES

q Handrails    $30 - $100
q Rocker Switches    $ 3  - $15
q Proper lighting    $ 4  - $60
q Lever Doorknobs    $10 - $40
q Adjustable closet rods    $30 - $100
q Smoke detectors    $ 5  - $20
q Grab bars    $20 - $100
q Lever faucets    $60 - $100
q non-slip appliques    $ 3  - $10
q Bath/shower seats    $30 - $150
q Hand-held shower heads  $30 - $220
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Low Income Housing Tax Credit Program

q Treasury Dept. Administered (IRS)
q Section 42 of the Internal Revenue Code
q 20/50 Test or 40/60 Test
q 9% Annual Tax Credits for 10 years or
q 4% Annual Tax Credits for 10 years
q 15 Year Mandatory Compliance Period
q 15 Year Extended Use Period
q Lease-Purchase Provision (Sec. 42, I, 7)
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Low Income Housing Tax Credit Program

q 10% Test and 10 Year Look-Back Rule
q Limited Partnerships or Limited Liability

Companies
q Investor Equity @ $0.74-$.078 on the 10

Year Credit Total
q “Soft” or “Hard” Debt
q CDBG
q AHP
q NAHASDA
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Low Income Housing Tax Credit Program

q  Tax Credits are Allocated by States on
Competitive Basis

q  $1.25 per capita in Total Credits
q  Qualified Census Tract/DDA
q  Qualified Allocation Plan
l  Must Serve Lowest Income People
l  Serves Needs for the Longest Period of Time
l  Must be Geographically Distributed
l  Give great consideration to “Readiness to

Proceed”
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Low Income Housing Tax Credit Program

q  Individual Benefits:
l  Affordable Rents ($250/Month)
l  Homeownership Opportunity
l  Self-Esteem and Empowerment
l  Equity Build-Up (Over 15 years)

q Tribal Benefits:
l  20 Affordable Rental Units
l  Developers Fee - $175,000
l  Project Income - $35,000/Year
l  Leveraging Scarce NAHASDA $
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Low Income Housing Tax Credit Program

q  Lower Land Cost
q Generally in Qualified Census Tracts/DDAs
q Have the Lowest Income Families in States
q Are in Rural Areas Generally
q Have Access to Soft Money through

NAHASDA
q Have Very High Demand/Waiting Lists
q Prefer Lease-Purchase Projects
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Lulu Heron Congregate Home
Bethel, Alaska

Presented by
Don Fancher, Executive Director

AVCP Regional Housing Authority
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q Location

Location

q Located in Bethel, Alaska

q 400 miles west of Anchorage

q The transportation hub of 56 villages in the Yukon-
Kuskokwim Delta
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What is Lulu Heron?

q 16-Unit Congregate Home similar to Assisted
Living Facility

q For residents 62 years or older and/or
handicapped

q Apartment-Style units for independent living
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What is Lulu Heron?

q Each unit contains bedroom, kitchen, living room and
bathroom

q Features community dining hall, arts & crafts room,
saunas and smokehouse

q Emergency call system connects all rooms to resident
manager and police department



Shared Visions: Summit I, Sponsored by HUD 5

How It All Began

q USDA Rural Development-$1.5 million in construction
loan funds to be lost from state

q Needs survey showed congregate living facility
needed in the region

q AVCP RHA applied for and got the funds
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Other Project Partners

q City of Bethel--renting land at $1 per
month for 75 years

AVCP
RHA

ONC AK

YKHC COB

q HUD HOME Grant through local Native
Council (Orutsararmuit Native Council)

q State of Alaska Senior Services Division--
processing Medicaid/ Medicare vouchers

q Yukon-Kuskokwim Health Corporation--
providing home health care to residents
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Operational Subsidies

q USDA provides rental subsidies for low--income
residents

q City of Bethel provides one meal daily--either
delivered to residents or transportation to Senior
Center
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The Design Process

q Architectural/Engineering Firm Hired
q Meetings with Local Elders and Community Members
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The Design Process

q Designed so that additional units and/or nursing
home facility can be added to either or both wings.
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The Design Process

q Culturally Relevant Features Added
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Construction

q Piles driven--Spring 1998
l Materials arrive on first barge in June 1998
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Construction

q Framing complete July, 1998
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Construction

q Interior Work complete October, 1998
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Construction

q Grand Opening Held December 15, 1998
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Management

q Hired Management Firm to operate facility for the
first year

AVCP RHA Management
Company

q Will take over operation in FY2000
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Lulu Heron Today

q All units rented
qWaiting list for another twenty residents
q Elders able to live independently in their own

community
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What Have We Learned?

qMany entities

USDA

HUD

AHFC

ONC

YKHC

COB

=

= More money

AK
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What Have We Learned?

USDA

HUD

AHFC

ONC

YKHC

COB

=

qMany entities = More administrative
burden

AK



Shared Visions: Summit I, Sponsored by HUD 19

Was It Worth It?

You Bet It Was!!
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SHARED VISIONS
q ASSESSING ECONOMIC 

DEVELOPMENT OPTIONS
lThe Native American Homeownership,

Legal and Economic Summit 1
lSponsored by The U.S. Department of

Housing and Urban Development
lMarch 30, 1999
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qResource Inventory and Evaluation
of Existing Conditions
A. Planning Context;
B. Characteristics of Human Resource 

Environment;
C. Characteristics of the Physical 

Environment;
D. Characteristics of the Biological 

Environment.

THE PLANNING PROCESS
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qWhat Problems Do We Face?
A. Planning Context;
B. Human Resource;
C. Physical Environment;
D. Biological Environment.

PROBLEM ASSESSMENT
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qWhat Do We Want To Achieve?
A. Planning Context;
B. Human Resource;
C. Physical Environment;
D. Biological Environment.

DEVELOP GOALS & OBJECTIVES
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qHow Do We Achieve What We Want?
A. Planning Context;
B. Human Resource;
C. Physical Environment;
D. Biological Environment.

DEVELOP PLAN ALTERNATIVES
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qWhat Kind Of Written Strategies Do
We Need?
A. Consolidated Plan;
B. Comprehensive Plan;
C. Business Plan;
D. Master Plan.

DEVELOP IMPLEMENTATION PLAN
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A. Capitol Improvement Plan
B. Design Standards
C. Growth Control/Incentives
D. Program Development Controls
E. Zoning, Ordinances, Policies, 

Procedures ,etc.

DEVELOP STRATEGIES
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qAre We Achieving What We Want?
A. Develop methods to determine if 

goals & objectives are being met.
B. Develop methods for any corrections

that need to be made.

MONITORING & EVALUATION
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qKeys To Success
A. Project has a beginning and end.
B. Planning does not, but is a 

continuous process.
C. In planning you may return to any 

previous step and revise, amend or 
change

D. Corrections are an integral part of 
the planning process to ensure 
success.

THE PLANNING PROCESS



Shared Visions: Summit I, Sponsored by HUD 10

qKey Points To Remember
A. Begin planning process.
B. Organize the process.
C. Community participation is ongoing.
D. Who are the stakeholders, e.g. Tribal

members, Tribal Council, the Tribe, 
Contractors, OTHERS, etc.

E. The planning department and other
tribal department for a coordinated
effort.

CONCLUSION
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Key Steps and Considerations in the Economic Development Planning Process

ECONOMIC DEVELOPMENT PLANNING OUTLINE

Step I. INTRODUCTION
A. Summary (This may include a brief summary of the plan’s content, an executive

summary of the plan or project);
B. How the plan is organized;
C. What the plan is to be utilized for;
D. Function of the plan, e.g. decision-making, monitoring, evaluation, reference, etc.
E. Tribal Government Function, e.g. decision making, problems & opportunities,

sovereignty issues, zoning changes, permits, capital improvements and other
needs;

F. Definition and Characteristics of the proposed plan, e. g. public documents,
policies & procedures, comprehensive plan, long-range, etc.

G. Preparation of the Plan, Who does what, how and scope of work, scheduling.
Utilization of a Gantt chart to track major activities, talks and expected timelines.

Step II. DESCRIPTION OF THE PLAN

Section I. Description of the Planning Process
A. A project location map with appropriate legend for features in the area;
B. Description of the purpose or need for the plan;
C. Current planning management description;
D. Description of the planning process to be utilized for preparing the plan.

Section II. Inventory and Evaluation of Existing Conditions (What do we have?)
This is a description of the existing components of the study.  This section
describes the detailed characteristics of the following:

A. The Planning Context: Characteristics of geographic location, township, range,
county, reservation boundaries, political & jurisdictional roles, ownership that
influence the planning process;

B. The Human Environment: Land use history, roads, buildings, ditches, other
features in and around the planning area. Archaeological aspects, codes &
ordinances;

C. The Physical Environment: Geology, topography, soils, surface and
groundwater hydrology along with the influence and importance of each in the
planning context;

D. Biological Environment: Quantity, quality and health of the plant & animal
species along with the communities to be managed. Methodology that will be
utilized to inventory, sample analyses results, distribution and locations mapped.
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Section III. Problem Assessment (What problems do we face?)
This is a principal by-product of the inventory. It is an analysis and summary of
the study area’s assets and problems of the following:

A. The planning context;
B. The human resource environment;
C. The physical environment;
D. The biological environment.

Section IV. Goals and Objectives (What do we want to achieve?)
This includes directions provided by accepted goals & objectives statements that
enable decision-makers to evaluate various solutions for accommodating change for:

A. The planning context;
B. The human resource environment;
C. The physical environment;
D. The biological environment.
Note: Goals generally have long-range implications and objectives have

measurable targets.

Section V. Develop Plan Alternatives (How do we achieve what we want?)
Development strategies pertaining to the plan in the following areas:

A. The planning context;
B. The human resource environment;
C. The physical environment;
D. The biological environment.
Note: These areas should be evaluated in accordance with the stated goals &

objectives for enhancements, development, protection etc. One crucial
element is to describe the procedure used in problem definition, formulation,
of alternatives, legal, political, and social-economic-environmental impacts of
the planning, benefit-cost impact analysis of proposed actions and evaluation
of tradeoffs.

Section VI. Plan Preparation
Transfer the preferred alternatives into this section. The plan will be
complemented by any subplans for proposed actions in the following:

A. The planning context (e.g. proposed or potential agreements);
B. The human resource environment (e.g. building roads, infrastructure, homes, parks);
C. The physical environment (e.g.  plug ditches, build ponds & berms);
D. The biological environment (e.g. reforestation, wetland enhancement, food plots).
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Section VII. Develop Implementation Strategies
Combine the plan and detailed subplan in this section for the following:

A. The planning context;
B. The human resource environment;
C. The physical environment;
D. The biological environment.
Note: Crucial areas include: capital improvements and funding pertaining to the

major elements described in the planning design guidelines, finance & source
of revenue for the planning project, policies & procedures, upkeep
responsibility, etc.

Section VIII. Outcomes, Monitoring and Evaluation Procedures
(Did we get what we planned for?)

Develop performance evaluation methods that determine if construction,
maintenance, and management practice are practical and cost effective.
Determine if goals and objectives of the planning process will be met and if
alternative corrections are needed.
Review of steps: It is crucial to review the steps described above on an ongoing
basis, the individuals involved in this process should have a good understanding
of the scope of work for each step in the planning process along with what actual
steps will be followed in the planning process.

Appendices
Include support documentation including but limited to the following:

A. Background information;
1. Citation of other documents used/reviewed in preparing the plan, e. g. tribal,

county, state and federal laws, any code, zoning or other rules & regulations;
2. Scientific literature cited;
3. Previous planning documents for the study or planning area.

B. Detailed listing of field notes and recorded inventory of plant and animal species
by common and Latin names etc;

C. Maps (old/new);
D. Other, e. g. Letters of support, Memorandums of Understanding/Agreement,

Internal Revenue Service letters etc.
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The Question:

q Indian Country is poor, but it is not uniformly poor.

qWhat explains the success that some Indian nations
have had in building sustainable, self-determined
economies?
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Two Models of Reservation Development

q The Standard Model has dominated Indian Country
since the IRA (1934)

q The Nation-Building Model has been emerging in
Indian Country over the last decades

These models are producing very different results.

How do the models differ, and why does one work so much
better than the other?
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Characteristics of the Standard Model

1. Views indigenous culture as an obstacle to

development

2. Views development as primarily an economic

problem

3. Lets others set the development agenda

4. Short-term, non-strategic
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1. Views Indigenous Culture as an Obstacle

q BIA (1969):  “Development will proceed as the

process of acculturation allows”

q Recognizes indigenous culture as a resource that can

be sold (e.g., tourism, arts and crafts), but misses its

usefulness as a guide to organization or action
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2. Development Primarily an Economic Problem

q Goal is jobs and income

q Pays primary attention to economic variables (e.g.,

natural resources, human capital, access to $, etc.)

q Pays little attention to the reservation political

environment in which development has to succeed
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3. Others Set the Development Agenda

q Development goals typically are set by Congress,

funding sources, the states, etc.

q Decisions about strategic direction, resource

management, and other matters are often in non-

Indian hands

q Regulatory power is often in non-Indian hands
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4. Short-Term, Non-Strategic

q Asks “How do we generate jobs and income now?”
rather than “What kind of society are we trying to
build?”

q Encourages a “flavor-of-the-month” approach to
development.

q Is more concerned with starting businesses than
sustaining them.

q Fosters short time horizons in decision-making and
discourages long-term, strategic planning.



Jonathan Taylor, Harvard Project on American Indian Economic Development 9

The Standard Model Development Processes

q Ask the tribal planner to come up with business ideas
and to identify funding sources

q Apply for outside grants / Respond to outside
initiatives

q Start whatever you can find funding for

q Appoint your supporters to run projects (in many
cases)

q Micromanage (in many cases)
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Typical Results of the Standard Model

q Failed enterprises

q A politics of spoils

q Outside perceptions of incompetence and/or chaos

that undermine the defense of sovereignty

q Continuing poverty



Jonathan Taylor, Harvard Project on American Indian Economic Development 11

Characteristics of the Nation-Building Model

1. Attention to de facto sovereignty

2. Effective governing institutions

3. Cultural match

4. Strategic orientation
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Note…

…not one of the characteristics of the Nation-building
model is something we usually describe as “economic.”

l They are all political.

l In the nation-building model economic development is first and

foremost a political problem not an economic one per se.

l Why does the quality of self-governance matter so much?
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What Governments Do:

q They determine (in interaction with other

governments) the scope of decision-making power

that can be exercised by the community

q They establish and enforce the “rules of the game”

by which communities and their members organize

action, cooperate, and interact with each other and

with outsiders
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1.  De facto Self-Governance

q Puts the development agenda in Indian hands

q Puts control of the necessary resources in Indian
hands

q Couples decisions and their consequences, leading to
better decisions

q Has concrete, bottom-line payoffs

q Appears to be necessary (but not sufficient) for
sustainable development
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De facto Self-Governance: Dimensions

q Law
l Legal recognition of rights and powers.

q Policy
l Formal observance of those rights and powers by federal,

state, or municipal governments.
q Practice
l Native nations asserting their self-governing powers – i.e.,

taking action  (This is de facto self-governance).
q Efficacy
l Native nations asserting those powers capably (i.e., taking

effective action) and judiciously (i.e., waiving or de-
emphasizing elements of sovereignty when appropriate).
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The Rules of the Game…

…include, very broadly, answers to questions such as
these:
How is the nation organized politically?

Who has what rights and obligations?

Who has what authority?

How, when, and where can that authority be exercised?

How are disputes settled, including those over authority itself?

How can the rules themselves be changed?
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Why Are the Rules of the Game So Important?

q They send a message to investors

q The political challenge in development is to make

investors feel secure

q But who is an investor?
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Who is an investor?

q A bank considering a loan to the tribe or band…is an
investor

q A non-Indian entrepreneur wanting to set up a
joint venture…is an investor

q A tribal member thinking of taking a job in a tribal
enterprise or starting up a small business or working
in tribal government…is an investor

 They’re all investors-they’re betting time, energy,
talent, ideas, or money on the nation’s future
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So how do you persuade investors to invest?

qWith rules they can trust.

q By making certain that investments of time or energy

or ideas or money will be handled fairly and will not

be hostage to opportunistic or partisan politics.
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The Rules of the Game Are Embedded in Effective
Institutions of Self-Governance

Ideally, these institutions…
 …are stable (the rules don’t change arbitrarily, and when the

rules do change, the process follows established procedures)

…are fair (how people are treated does not depend on how

they voted or who their friends or relatives are)

…are effective (they are capable of dealing with contemporary

circumstances and needs; they can get things done)

…match indigenous notions of how authority ought to be

organized and exercised—people believe in them.
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2.  Effective Governing Institutions

A. Stability

B. Effective and non-politicized resolution of disputes (a

strong and independent judiciary)

C. Separation of politics from business management

D. An administration that can get things done
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A. Stability

q Graduated hurdles for changes in policy, law, and

constitution

q A judicious approach to separation of powers, recall,

impeachment, etc.

q Staggered and/or longer terms
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B. Independent Dispute Resolution

q Purposes:
l Enforcement of agreements
l Constitutional review
l Resolution of internal conflict

q Forms:
l Independent judiciary
l Traditional court or informal culturally supported rules
l Ethics board
l Third-party arbitration
l Multi-tribe court of final review
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An independent judiciary sends a message to “investors” that they will be treated
fairly.  This increases the likelihood of investment.

Contribution of Governmental Form to Reservation
Employment

General
Council

Parliamentary
Executive

Independent
Chief Executive

No
Independent
Judiciary

Base Level +10.8% +14.9%

Independent
Judiciary

+5.0% +15.9% +19.9%



Jonathan Taylor, Harvard Project on American Indian Economic Development 25

C. Separation of Business and Government

q Enterprise boards
l Separation of strategic from day-to-day decision-making
l Engagement of specialized talent

q Uniform Commercial Codes
l A declaration of how commercial transactions will handled
l A clarification of jurisdictional uncertainty

qWell-defined taxation approaches
l Predictability of investor return in a complex legal

environment
l Predictability in a dynamic political environment
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The Consequences of Not Separating Business and
Government

Independent of
Council Control

Council-
Controlled

Profitable 34 20

Not
Profitable

5 14

Odds of
Profitability

6.8 to 1 1.4 to 1

Enterprises that are insulated from political interference are four times as likely to
be profitable as those that are not.
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D. Effective Administration

q Accountability
l Civil service vs. political appointment

l Personnel grievance system

l Record keeping and independent audits

l Clear and consistent procedures

q Effectiveness
l Rule-based or outcome-based?

l Base funding from stable income

l Separation of day-to-day (administrative) and strategic
(legislative) decision-making
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3.  Cultural Match

q To be effective, governing institutions must have
legitimacy with the people

q This means they have to match indigenous ideas
about how authority should be organized and
exercised

q Institutions and economic strategies that match
contemporary indigenous cultures are more
successful than those that don’t

q But there’s no blank check; institutions and strategies
also have to work
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What Dimensions of Cultural Match Matter?

q Location of authority

q Division of authority

q Scope of authority

q Transfer of authority

q Relationship with outsiders
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Cultural Match (continued)

q Indian Reorganization Act (IRA) Governments (1934
and after):
l Centralized
l Directly-elected strong executive
l Relatively weak council
l No independent judicial function
l Politicized business management
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Cultural Match (continued)

q Traditional White Mountain Apache Government (c.
1850):
l Centralized
l Strong chief executive
l Weak council (typically selected by executive)
l Judicial function in hands of executive
l Executive oversight of economic activity
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Cultural Match (continued)

q Traditional Lakota Government (c. 1850):
l Decentralized
l Relatively weak executive
l Relatively strong council (parliamentary design:  council

selects Shirt Wearers)
l Independent judicial and enforcement functions (akicita

societies)
l Separation of strategic decisions from day-to-day business

management (delegated authority with real power)
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What Can Cultural Match Yield?

q More effective institutions

q Better market outcomes

q More effective assertions of sovereignty
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4.  Strategic Orientation

A shift…
…from reactive thinking to proactive thinking (not “What can be

funded?” but “What do we want to create?”)

…from short-term thinking to long-term thinking (“Twenty-five

years from now, what kind of society do we want?”)

…from opportunistic thinking toward systemic thinking (“How

does this option fit our conception of our society?”)

…from a narrow problem focus to a broader societal focus (“How

do we mend not just our problems but our societies?”)
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The Development Planning Process Under the
Nation-Building Model

1. Asserting
Sovereignty

2. Building
Institutions

3. Setting
Strategic
Direction

4. Taking Action
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Some Practical Steps

q Carry out a sober analysis of your governing

institutions.  Fix those that need to be fixed.

q De-politicize court decisions and business

management.

q Undertake a hard-nosed, realistic analysis of assets,

opportunities, infrastructure, human capital, and

strategic priorities and concerns.
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(Potential) Results of the Nation-Building Model

q More effective access to and use of resources

q Better chances of sustained and self-determined

economic development

q More effective defense of sovereignty

q Societies that work
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Key Finding from Harvard Project Research

Successful Indian Nations

Assert the Right to Govern Themselves and

Exercise That Right Effectively

By Building Capable Governing Institutions

That Match Their Cultures

The Task Is Nation-Building



To obtain a copy of STRATEGIC ANALYSIS FOR NATIVE NATIONS, please contact
The Harvard Project on American Indian Economic Development, 79 John F. Kennedy
Street, Cambridge, Massachusetts, 02138, (617) 495-1480.
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FINANCING RESOURCES FOR TRIBES

q JoAnne Lewellen
 Community Affairs Officer
 Federal Reserve Bank of Minneapolis

q Craig Nolte
 Community Affairs Advisor
 Federal Reserve Bank of San Francisco
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FINANCING RESOURCES FOR TRIBES

q Goal of Session:

Discuss Financing Resources
Available to Tribes and How to Use
Them
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FINANCING RESOURCES FOR TRIBES

q Tribes?
q Lenders?
q Government Agencies?
q Others?

$ - Raise Hand
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FINANCING RESOURCES FOR TRIBES

q Single Family Housing?
q Multifamily Housing?
q Small Business?
q Commercial Business Development?
q Healthcare Facility?
q Tribal Administration Building?
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FINANCING RESOURCES FOR TRIBES

q Session Agenda
lCertain Financing Options (Not All)
lApplying Programs to Activities
lSteps Toward Financing Your Project
lGive Away $
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FINANCING RESOURCES FOR TRIBES

q Banks
q HUD
q USDA, Rural Development
q U.S. Small Business Administration
q Tax-Exempt Bond Financing
q Foundations



Shared Visions: Summit I, Sponsored by HUD 7

FINANCING RESOURCES FOR TRIBES

q Banks
lLeverages Scarce Public Funds
lProvides Access to Banking Skills &

Expertise
lMay Enhance Community Confidence
lServe as Gateway to Many Lending

Programs
$
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FINANCING RESOURCES FOR TRIBES

q Banks
lContact Person
üLoan Officer
üCRA Officer
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FINANCING RESOURCES FOR TRIBES

q HUD
l184 Loan Guarantee Program
üTribes Should Consider Adopting Laws to Allow

Members Access to this Program
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FINANCING RESOURCES FOR TRIBES

q USDA Rural Development
lPromotes Economic Development by

Supporting Loans to Businesses through
Banks and Community-Managed Lending
Pools



Shared Visions: Summit I, Sponsored by HUD 11

FINANCING RESOURCES FOR TRIBES

q USDA Rural Development
lRural Business-Cooperative Service
lRural Housing Service
lRural Utilities Service
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FINANCING RESOURCES FOR TRIBES

q USDA Rural Development
lRural Business-Cooperative Service
üBusiness & Industry Direct Loans
üBusiness and Industry Guaranteed Loans
üIntermediary Relending Program
üRural Business Enterprise Grants
üRural Economic Development Loans
üRural Economic Development Grants
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FINANCING RESOURCES FOR TRIBES

q USDA Rural Development
lRural Housing Service
üHome Ownership Loans
üRural Rental Housing Loans
üRental Assistance
üHome Improvement and Repair Loans & Grants
üSelf-Help Housing Loans
üRural Housing Site Loans
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FINANCING RESOURCES FOR TRIBES

q USDA Rural Development
lRural Housing Service
üFarm Labor Housing Loans & Grants
üCongregate Housing and Group Homes
üHousing Preservation Grants
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FINANCING RESOURCES FOR TRIBES

q US Small Business Administration
lLoan Programs
lTechnical Assistance
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FINANCING RESOURCES FOR TRIBES

q US Small Business Administration
lLoan Programs
ü7(a) Loan Guaranty Program
üLowDoc
üSBAExpress
üCertified Development Company (504)
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FINANCING RESOURCES FOR TRIBES

q US Small Business Administration
lTechnical Assistance
üSCORE
üSmall Business Development Centers
üBusiness Information Centers
üTribal Business Information Centers
üSBA Office
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FINANCING RESOURCES FOR TRIBES

q Tax-Exempt Bond Financing
lIndian Tribal Government Tax Status Act of

1982
üGovernment Purpose Bonds
üPrivate Activity Bonds for Certain Tribally-

Owned Manufacturing Facilities
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FINANCING RESOURCES FOR TRIBES

q Tax-Exempt Financing
lInterest Paid to Investor is Tax-Exempt

from Federal Income Taxation

$
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FINANCING RESOURCES FOR TRIBES

q Tax Exempt Bond Financing
lGovernment Purpose Bonds - “Essential

Government Purpose”
üSchools
üTribally-owned Hospital and Healthcare

Facilities
üTribal Infrastructure
üTribal Administrative Buildings
üMuseums, Parks, Libraries, Jails, Utilities
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FINANCING RESOURCES FOR TRIBES

q Tax-Exempt Financing
lPrivate Activity Bonds for Manufacturing
üProceeds Only to Finance Manufacturing a

Facility
üMust be Owned & Operated by Indian Tribal

Government
üMust be Located on Indian Tribal Land
üMust Meet a Detailed Employment Test
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FINANCING RESOURCES FOR TRIBES

q Tax-Exempt Financing
lIssuer Assessment
üEstablish Capital Plans and Financial Policies
üIdentify Funding Alternatives
üReview Existing Debt Structure
üReview Capital Budget
üAnalyze Future Capacity



Shared Visions: Summit I, Sponsored by HUD 23

FINANCING RESOURCES FOR TRIBES

q Tax-Exempt Bond Financing
lWho To Contact:
üYour Tribal Attorney
üBond Counsel
üUnderwriter
üBanker



Shared Visions: Summit I, Sponsored by HUD 24

FINANCING RESOURCES FOR TRIBES

q Foundations
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FINANCING RESOURCES FOR TRIBES

q Foundations
lThe Foundation Center
üTop 100 by Total Giving
ü50 Largest Corporate Foundations
ü25 Largest Community Foundations
üApplication & Budget Formats
üShort Course

$
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FINANCING RESOURCES FOR TRIBES

q Foundations
lSix Steps to Finding Foundations
üLibrary: National Foundation Directory

& National Directory of Corporate Giving
üRegional Association of Grantmakers
üFoundation Center Office
üWeb: TFC, Guidestar
üReview foundation’s funding interest
üApplication process
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FINANCING RESOURCES FOR TRIBES

q Cases
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FINANCING RESOURCES FOR TRIBES

q Five Steps to Better Banking Services
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FINANCING RESOURCES FOR TRIBES

q First Step
lAssess your Tribe’s and Member’s Current

Level of Banking Services
üResearch Banking Services Available Off the

Reservation
üSurvey your Members, Tribal Council and

Economic Development Planners



Shared Visions: Summit I, Sponsored by HUD 30

FINANCING RESOURCES FOR TRIBES

q Second Step
lMeet with Bank CRA Officers
üTell Them What Types of Banking Services are

needed
üAsk Them to Review your Tribe’s Lending Laws

and Report any Deficiencies
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FINANCING RESOURCES FOR TRIBES

q Third Step
lReview Your Tribe’s Laws
üDo They Provide Guidelines for Lenders?
üDo They Allow Tribal Members Access to HUD’s

184 Loan Guarantee Program?
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FINANCING RESOURCES FOR TRIBES

q Fourth Step
lNetwork
üOther Tribes
üTribal Organizations
üLenders
üFederal Reserve Community Affairs Office
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FINANCING RESOURCES FOR TRIBES

q Fifth Step
lPeriodically Review Your Progress in

Attracting Banking Services



Government Loan Products for Indian Country

HUD/
ONAP

HUD/FHA USDA/RHS USDA/RHS USDA/RHS VA* Fannie Mae/Navajo First
Americans/

FHLMC
Section

184
Section 248 Sec. 502 Guarantee Sec 502 Direct Sec 504 Direct N.A. Direct Experiment Chickasaw

Eligible Borrower

Indian Tribe X X
Indian Housing
Authority

X X (if Tribe's
Agent)

Tribal Families X X X X X Veterans x X
Income Eligibility No

Restrictions
No Restrictions Below 115% County

Median
Below 80% County

Median
No Restrictions Below 100% US

Median
Tribal Approval Required

Eviction & foreclosure
procedures

X X If tribal court If tribal court MOU w/ Tribe Eviction & foreclosure
procedures

Loan Purpose

New Construction X X X X X X X X
Purchase Existing
Home

X X X X X X X

Rehabilitate Existing
Home

X X X X X X X

Purchase & Rehab.
Home

X X X X X

HUD/ HUD/FHA USDA/RHS USDA/RHS USDA/RHS VA* Fannie Mae/Navajo First
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ONAP Americans/
FHLMC

Section
184

Section 248 Sec. 502 Guarantee Sec 502 Direct Sec 504 Direct N.A. Direct Experiment Chickasaw

Authority 100%
Guarantee

100% Insurance 90% up to $80,000
>$80,000 high cost

No loan limit No Loan limit

Loan Type

Fixed Interest Rate X X X X X X
Adjustable Interest
Rate

X

Refinancing Available X X If prior VA Direct
Loan Term 30 years 33 years
Available Land Type

Tribal trust land X X X X X X
Individual allotted land X X X X X
Fee Simple land
(Indian Area)

X X X X X

Rural Area X X Must be rural area Must be rural area X X
Priority of Lien 1st 1st 1st 1st or 2nd 1st 1st 1st

HUD/
ONAP

HUD/FHA USDA/RHS USDA/RHS USDA/RHS VA* Fannie Mae/Navajo First
Americans/

FHLMC
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Section
184

Section 248 Sec. 502 Guarantee Sec 502 Direct Sec 504 Direct N.A. Direct Experiment Chickasaw

Underwriting Criteria

Debt-to-income ratio(s) 41% all
debt

29/41% 29% housing debt 33% housing debt low
income

29% housing debt very
low inc.

Residual Income
then 41% all debt

Maximum Income
Amount Applies

N/A N/A
$25,000; 95%

$25,000-$125,000
and

90% > $125,000
of acquisition

not > 115% of
median

not > 80% of median

MIP 1% 0.50% N/A N/A 1.25% Guaranteed by Tribe
MIP Paid: At closing,

financable
monthly at closing,

financable
Construction
Financing

Included Lenders can
originate

construction/
Permanent

mortagages that
can be

insured prior to
the start of

construction

Not Included Included Not Included Provided by
NAHASDA

HUD/
ONAP

HUD/FHA USDA/RHS USDA/RHS USDA/RHS VA* Fannie Mae/Navajo First
Americans/

FHLMC
Section Section 248 Sec. 502 Guarantee Sec 502 Direct Sec 504 Direct N.A. Direct Experiment Chickasaw
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184
Appraisals Cost

Approach
Cost Method for new

construction
Downpayment Difference

between amt of
insured

mortgage and
total cost & total

cost to acquire the
property

including such
items as prepaids

0 0 0 1% out of pocket

Credit Guidelines Uses
Judgmental
approach

>3x30 late
No foreclosure in 36

mos.
>2 Hsg pmts late in

24 mos.
Collection Accts

Bankruptcy
discharged 36mos

>3x30 late
No foreclosure in 36

mos.
>2 Hsg pmts late in 24

mos.
Collection Accts

Bankruptcy discharged
36mos

2x30 days late on
installment

1x60 on an installment

Assumable? No Yes Yes Yes 1x30 on any housing-
related

payment but 0x30 for
last 60

HUD/
ONAP

HUD/FHA USDA/RHS USDA/RHS USDA/RHS VA* Fannie Mae/Navajo First
Americans/

FHLMC
Section Section 248 Sec. 502 Guarantee Sec 502 Direct Sec 504 Direct N.A. Direct Experiment Chickasaw
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184
Refinance? No Yes No No Yes
Co-Borrowers
Allowed?

Yes Yes

Early Delinquency
Intervention

N/A N/A N/A N/A N/A Required of lender

Purchaser After Foreclosure

Indian Tribe X X X X According to terms
of MOU

 Indian Housing
Authority

X X (If Tribe
Agrees)

X X

 Tribal family X X (If Tribe
Agrees)

X X

 Non-Indian family X (If Tribe
Agrees)

X (if Tribe Agrees) X (If Tribe Agrees)
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APPENDIX B

The following questions can be used as a guide when reviewing programs for cultural sensitivity:

Does this program, curriculum, information or activity:

• Provide opportunities for participants and presenters from different cultures to listen to and learn from one another?

• Reflect respect for different cultures and traditions?

• Encourage informed choices about financial options rather than judging or trying to change cultures and beliefs?

• Fit the knowledge, age and experience of the targeted audience, for example, children, youth and adults with varying levels of knowledge and experience?

• Provide flexibility for adaptation to local cultures, interests and needs?

• Contribute to establishing a base of financial literacy that will help tribal members who are interested in entrepreneurship or in seeking jobs, as well as those who will eventually want to buy a
home?

• Have local, regional and/or national Native American-based organizations in appropriate leadership and partnership roles?

• Involve partners with people and agencies with cultural, financial, technical, and other needed expertise?

• Provide for education and training for teachers, trainers, and other leaders and resource people?

• Provide for an assessment process that ensures input and feedback from the targeted audience, before implementation?

APPENDIX C Non-traditional Underwriting
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The material in this appendix was taken primarily from HUD’s “Indian Housing Loan Guarantee Program Processing Guidelines” (July 1997) and Fannie Mae’s “Underwriting the Borrower:
Basics of Sound Underwriting” (1996).

I. Credit History
 

A. Rely on overall payment history
B. Allow borrower to explain (in writing) derogatory credit within the last two years.
C. If a borrower has chosen not to use credit or has not yet established a credit history, the lender could look to:

1. Rent payment history, including rent history with the IHA.
2. Utility payment history

D. If a Three Repository Merged or a Residential Mortgage Credit Report is unavailable, a lender may rely on a Nontraditional Mortgage Credit Report, prepared by a credit reporting
agency.

 
II. Income

A. Stability of Income
1. Allow for seasonal employment when considering gaps in employment history.
2. If the borrower changes jobs frequently consider the degree to which the borrower advances in income.

B. Verify sources of Income in Addition to Wages and Salary.  Consider overtime and bonus income, seasonal income, part-time income, government assistance income, etc.
 
III. Ratios

A.  Debt-to Income Ratios
Use compensating factors to justify approval of mortgage loans with a debt-to income ratio exceeding the standard 41 percent guideline.  Compensatory factors might include
borrowers level of cash reserves, borrower’s down payment, borrower’s potential for increased earnings, etc.

 B. Loan-to-Value Ratio
Borrower related factors a lender analyzing high LTV ratio mortgage loans,  may consider.  Such factors might include an analysis of the borrower’s cash reserves, borrower’s
savings and debt management history, borrower’s capacity for increased future earnings, etc.

The Role of Asset Creation in Native American Housing Development
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I. Introduction
Increasingly, housing developers and specialists are recognizing that the acquisition of affordable housing is not an isolated social component, but an important aspect of a greater community
development strategy, which includes business development, job skills training, and infrastructure development.  However, business development, homeownership, and education or training
requires individual investment.  Investment generally requires asset or wealth accumulation, factors that usually comprise economic barriers or, at best, challenges to most low-income persons.
Individual Development Accounts (IDAs) have been developed as a tool to address the challenge of asset creation.

II. Background: What are IDAs?
IDAs are dedicated savings accounts, similar in structure to Individual Retirement Accounts (IRAs), which can only be used for purchasing a first home, education or job training expenses, or
capitalizing a small business.  They are managed by community-based organizations and accounts are held at local financial institutions.  An individual deposits money into an IDA and those
funds are matched by public and private sources, accelerating the participant’s ability to take advantage of these high-return investments.1

The IDA program is an asset-accumulation strategy, structured as a partnership between a community-based organization and a financial institution.  The community-based organization
administers the program, monitors the account and is responsible for providing the economic literacy training IDA participants are required to take.

IDA programs provide financial institutions with several partnership opportunities:
• Provide matching funds for IDA accounts
• Contribute funds to support a community organization operating an IDA program
• Structure IDAs so that no account fees are charged
• Offer an above-market interest rate on IDA savings accounts
• Provide account balance and transaction data to the community group on a monthly basis
• Offer other incentives for IDA depositors, such as no-cost checking, a waiver of minimum balance requirements in checking accounts, free or reduced fees for ATM services, and no-cost

children’s savings accounts for IDA participants’ children
• Designate a bank employee to be the contact person for the IDA participants
• Participate on an IDA advisory committee or board
• Provide economic and/or financial literacy training to IDA participants2

                                                       
1 CFED. “Starting Out: What are Individual Development Accounts?” IDAs/USAs http://www.cfed.org/idas/documents/whatareidas.htm (September 10, 1998)
2 Bradley, Melissa. “Individual Development Accounts (IDAs): Strategy for Asset Accumulation” Draft. Office of Thrift Supervision (September 1, 1998)
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In September 1997, the Corporation for Enterprise Development (CFED) launched the Downpayments on the American Dream Policy Demonstration (ADD) as an antipoverty and economic
independence model.  Currently, ADD is the country’s largest test of an IDA program.  With $15 million commitment from private and public investors, ADD has funded over thirteen projects,
comprising over 2,000 accounts.  The ADD demonstration will operate for four years followed by two years of post-program evaluation.3

In addition to this IDA program activity, nine states have legislated IDA programs, with six more having legislation pending.  Bipartisan federal legislation, The Assets for Independence Act,
which will create a $100 million national IDA demonstration, has been introduced in the Senate.4

III. IDAs and Native American Homeownership
The IDA program can be modified and employed as a part of an overall strategy to overcome creditworthiness issues with regard to homeownership opportunities for Native Americans.  The
program should be designed to assist in facilitating homeownership opportunities for Native Americans who have the income capacity to afford a reasonable mortgage payment, but who do not
have adequate downpayment or closing cost funds.

An IDA program must be structured carefully to ensure the goal of facilitating homeownership opportunities is met. Several factors should be taken into consideration:

• Clearly defined goals and objectives:  Helps focus and maximize resources.
• Selection process of program participants:  Since the participants are usually selected by the community-based organization, it is important that criteria are established that will ensure a

manageable number of accountholders.
• Uses, Thresholds & Ceiling, Accumulation Periods:  These factors determine the parameters of the program and establish the participants’ expectations upon completion.  For instance, the

program funds could be used for downpayment/closing cost assistance.  Any unused savings and escrow funds could be reserved for emergency repairs, home improvement, or some expense
unique to Native Americans, which could jeopardize the homeowner’s ability to meet mortgage payment requirements.

• Match rates and sources of matching funds:  This is an important area for financial institution participation.  Banks that have experienced difficulty in direct mortgage lending on
tribal land can contribute and support homeownership through the IDA program.  A predetermined group of lenders committed to providing mortgage financing to Native Americans
can be established as a source of funds.

• Economic Literacy, Training and Counseling:  This also represents an area of potential partnership and tribal self-sufficiency.  A pool of lenders working with the One Stop Mortgage Shop
can commit to providing the required homeownership counseling and other training designed to mitigate the risk of default.

 
 

                                                       
3 Friedman, Robert E and Broadman, Dorothy.  “IDAs… What are they?”  Community Investments Vol 10, No. 1 (Winter 1998)
4 Edwards, Karen. “Individual Development Accounts (IDAs): Creative Savings Opportunities for Individuals and Families.  Bridges http://www.stls.frb.org:81/publications/br/1998/b/br 1998b1.html (November 12, 1998)
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APPENDIX E Resource List

The following represents a list of partners that have demonstrated cultural awareness and sensitivity in past partnerships or have programs that will enhance the development of culturally
appropriate partnerships.

GOVERNMENT AGENCIES

Bureau of Indian Affairs, Office of Indian Education Programs
See http://shaman.unm.edu/oiep/studsch.htm for information about students and schools, and http:/shaman.unm.edu/oiep/prog2.htm for information about programs.
Contact:

• Dennis Fox, Assistant Director (202) 208-6123:  Very interested, former teacher.
• Dr. Sandra Fox, Oglala Lakota – Chief of monitoring and evaluation.
• Charlie Geboe (202) 208-4040

Tribal Business Information Centers
SBA centers on reservations.

COLLEGES AND UNIVERSITIES

Haskell Indian Nations University
Serves all federally recognized tribes.  Mission is to become a national center for Indian education.  Offers four-year degree in education, Native American Studies and business administration.
See http://www.haskell.edu
Contact:

• Don Bread, Business Department (785) 749-8402
• Frieda Flying Mann, Babson Campus – entrepreneurial programs

Salish Kootenai Community College
Recommended by Rhonda Holman at the Kauffman Foundation.
Contact:

• Michelle Lansdowne (406) 675-4800 ext. 246 – educational literacy issues.  E-mail address: michelle landsdowne@skc.edu.

Tribal Colleges
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Thirty tribes operate their own colleges.  See http://niikaan.fdl.cc.mn.us/tcj/tcweblinks.htm for a complete list of mailing addresses and telephone numbers.  See
http://info.pitt.edu/~lmitten/education.html for website addresses.

EDUCATIONAL ASSOCIATIONS

American Indian Higher Education Consortium
Consortium of 30 tribal colleges.  Publishes the Tribal College Journal, which includes 12/97 article, “American Indian Culture and Curriculum”.  See http://nikaan.fdl.cc.mn.us/tcj/.

National Federation for Teaching Entrepreneurship
See www.nftebiz.org.
Contact:

• Michael Caslin III (212) 232-2244 (212) 978-0105 (voice mail): Executive Director.  E-mail address: nftecaslin@msn.com

National Indian Education Association
Founded in 1969 to give American Indians and Alaska Natives a national voice in improving access to educational opportunity.  See http://www.niea.org/.
Contact:

• Dr. Sherry R. Allison, President:  Senior research scientist at the Center for Development and Disability, University of New Mexico – Albuquerque.
• Gloria Grant, Board Member: Navajo-Omaha, curriculum center director for Chinle Unified School District No. 24.
• Elmer J. Guy, Board Member: Navajo.  Executive Director for Navajo Nation, division of Dine education, Window Rock.

FOUNDATIONS

Ewing Marion Kauffman Foundation
Has funded development of curriculum and programs for youth entrepreneurship, given grants to tribal community colleges for curriculum development on entrepreneurship.  See
www.emkf.org/Entrepreneurship.
Contact:

• Rhonda Holman (816) 932-1151:  Overseas grants and programs in Indian Country.
• Dr. Marilyn Karilsky: Expert on curriculum development.

NONPROFIT ORGANIZATIONS

American Indian Business Leaders
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Worked with the BIA’s Office of Indian Education and others to develop economic education curriculum.  Is very interested in doing further work on culturally appropriate education.
Board members include:  Sherry Salway Black of First Nations and Gerald Sherman.
Contact:

• Dave Archambault, Oglala Lakota, Chairman of the board of directors (701) 854-7201 or (701) 854-7245.
• Michelle Henderson, Asiniboine, Executive Director (406) 243-4879.

America’s Promise – Alliance for Youth
This is an initiative started by General Colin Powell and former presidents that supports youth through mentors, safety, health, education, and service.  See www.americaspromise.org.

First Nations Development Institute
The primary mission of First Nations is to promote culturally appropriate economic development by and for Native peoples.  They have been working with banks and others on financial literacy
issues.  The organization recently opened a Native Assets Research Center to promote research on native issues and address policy issues.  See http://www.firstnations.org.
Contact:

• Sherry Salway Black, Oglala Lakota (540) 371-5615

Future Business Leaders of America
Future Business Leaders is an educational association of students preparing for careers in business and business-related fields, divisions for middle school, high school and post-secondary
students.  13,000 chapters in the United States, supported by dues and contributions.  Suggested as a resource by Robert Cheadle, Chickasaw, whose daughter participates in the program in Ada,
Oklahoma.  See http://www.fbla-pbl.org/faq.htm.

Junior Achievement
Economic education program for students K-12, taught primarily by classroom volunteers.  Has been used extensively by tribes in Alaska.  See http://www.ja.org/index.asp.
Contact:

• Vera Tanier (719) 540-6252: Director of Strategic Alliances and Volunteers.

FOR-PROFIT ORGANIZATIONS

Falmouth Institute
Offers Training, consulting and publications for Indian country.  See http://www.falmouthinsti.com/index.htm.

Financial Institutions
The following institutions have developed programs and curriculum for use in Indian Country:
Bank of America-Nations Bank, Washington Mutual, Wells Fargo and Norwest.
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INDIVIDUALS

Robert Cheadle, Chickasaw
Director of Housing for the Chickasaw Tribe in Oklahoma.  Former senior legal counsel in Fannie Mae’s Dallas office.  Heads statewide Indian housing organization in Oklahoma and is working
with others nationally (Federal Home Loan Bank, Private Mortgage Insurers) to develop alternative products for home purchases in Indian Country.

Colleen Hernandez
Executive director of the Kansas City Neighborhood Alliance and former chair of Federal Reserve System Consumer Advisory Council.  Done extensive work for financial literacy education.

Richard Moore
President of Commerce Mortgage in Kansas City.  Also have done extensive work in financial
literacy education.

OTHER ORGANIZATIONS

Fannie Mae
Federal Deposit Insurance Corporation
Federal Home Loan Bank
Federal Reserve System
Freddie Mac
National Association of Indian Housing
Neighborhood Reinvestment Corporation
Office of Comptroller of the Currency
Office of Thrift Supervision
U.S. Department of Housing and Urban Development
U.S. Department of Education
Neighborhood Housing Services

A pool of cultural consultants could be organized to work with program developers and tribal members to ensure that cultural issues are appropriately addressed.
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OUTLINE

I.  INTRODUCTION

A. TRIBES HAVE, AND MUST CONTINUE, TO PROVIDE A CLIMATE
CONDUCIVE TO OBTAINING PRIVATE FINANCING.

B. TRIBES MAY EXERCISE THEIR SOVEREIGNTY TO ENACT AND IMPLEMENT
A SYSTEM OF TRIBAL LAW SO AS TO PROVIDE A STABLE ENVIRONMENT
AND MINIMIZE RISKS FOR THE PRIVATE INVESTOR.

C. CERTAIN TAX AND OTHER INCENTIVES EXIST FOR BUSINESS
DEVELOPMENT ON INDIAN RESERVATIONS

D. THERE ARE MANY FORMS OF BUSINESS ENTITY ORGANIZATION
AVAILABLE TO TRIBES

II.  FINANCING ON INDIAN LANDS

A. TYPICAL LENDER CONCERNS

1. Lender Has Difficulty In Securing Itself, In Getting
Sufficient And Enforceable Collateral Due In Part To
Trust Status Of Indian Lands.

2. Tribal Laws Are Non-Existent And/Or Unfamiliar.

3. Sovereign Immunity Causes Enforcement Problems.

4. Other Lender Concerns Exist, Such As Complex Land
Status, Jurisdictional Uncertainty And Lack of Credit
History.

B. DEVELOPING A SYSTEM OF LAWS TO PROVIDE STABILITY FOR THE
LENDER

1. One Important Aspect Of Tribal Sovereignty Is The



Authority To Control Economic Development On Indian
Lands.

2. Tribes May Adopt Laws To Help Alleviate Some Of The
Lender’s Concerns.

3. Chief Among The Laws Which Would Give Lenders A Comfort
Level In Indian Country Is The Uniform Commercial Code.
 The UCC Has Been Adopted In All But One State And
Governs Most Commercial Transactions.

4. The Fort Mojave Indian Tribe Has Adopted Article 2
(Sales), 3 (Commercial Paper) And 9 (Secured
Transactions) Of The UCC And Implemented Same On Its
Reservation.

5. Other Laws Which Promote A Stable Lending Environment
Are Mechanic’s Lien Statutes, Statutes Governing The
Creation And Regulation Of Business Entities And
Recording Statutes.

C. STRENGTHENING THE TRIBAL COURT SYSTEM

1. One Of The Most Significant Disadvantages Tribes Face
In Their Efforts To Access Private Capital Is The
Perceived Lack Of Strong Tribal Courts Which Would
Enable Lenders To Enforce Their Rights In The Event Of
A Loan Default.

2. Tribes Can Strengthen Their Tribal Court System By
Providing Minimum Qualifications For Judges.  At Least
One Law-Trained Judge Should Sit On The Court Who Is
Qualified To Address Complex Legal Issues Arising In
Lending Transactions.

3. Tribal Court Judges Should Be Free Of Any Influence
From The Tribal Council And Other Government Entities.
 This Can Be Accomplished Through A Separation Of
Powers Within The Tribal Constitution.

D. SOVEREIGN IMMUNITY

1. Tribes Possess Sovereign Immunity From Suit And,
Therefore, May Not Be Sued For A Breach Of A Loan
Obligation Unless They Have Expressly And Unequivocally
Waived Their Sovereign Immunity.

2. Tribes Must Be Willing To Waive At Least A Portion Of
Their Sovereign Immunity So That Lenders Will Have
Redress In The Event Of A Default.
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3. The Waiver Need Not Be Absolute, And Tribes May Grant
Limited Waivers Which Limit A Lender’s Remedies To
Revenues Or Assets Derived From The Project Funded With
The Loan Proceeds.

E. OTHER SOURCES OF FINANCING - THE INDIAN FINANCING ACT

1. Although The Availability Of Federal Funding Has
Diminished, The Indian Financing Act (25 U.S.C. § 1451
Et Seq.) Remains A Potential Source Of Financing.

2. The Act Was Adopted By Congress In 1974 And Provides A
Revolving Loan Fund To Aid In The Development Of Indian
Resources.

3. Perhaps The Most Significant Provisions Of The Act Are
Those Which Allow For BIA-Guaranteed Loans.

4. Up To 90% Of A Loan Obtained From A Private Lender May
Be Guaranteed By The Bureau Of Indian Affairs.

5. Upon A Default In Repayment, The Lender May Look To The
BIA’s Loan Guaranty Certificate For Repayment Of Up To
90% Of The Loan Amount.

6. The Act And BIA Regulations (25 C.F.R. Part 103)
Establish Certain Criteria For Guaranteed Loans.

a. Underwriting Requirement - reasonable prospect
of repayment of the loan.

b. Underwriter - state or federally-chartered
financial institutions, or tribes making loans from
their own funds to other tribes or tribal-
organizations.

c. Guarantee Amount - up to 90% of principal and
interest.

d. Loan Amount - no ceiling if to tribe or
tribally-owned organization; however, a loan to a
partnership or non-tribal organization cannot exceed
$500,000.00.

e. Term - the period of maturity of guaranteed
loans cannot exceed 30 years.

f. Collateral - none required, but lenders must
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require security when available.

7. The BIA Is Authorized To Pay Interest Rate Subsidies In
Order To Make The Loan Feasible To The Borrower, Yet
Marketable.

8. The BIA Is Required To Assure That Competent Management
And Technical Assistance Is Available To The Tribe For
The Project Financed.

F. OTHER SOURCES OF FINANCING -- THE INDIAN TRIBAL GOVERNMENTAL
TAX STATUS ACT OF 1982

1. The Tax Status Act Affords Tribes Many Of The Federal
Tax Advantages Enjoyed By States, Including That Of
Issuing Tax-Exempt Bonds, To Finance Governmental
Projects.

2. Because Interest Income On Qualifying Tribally Issued
Bonds Is Not Taxed, The Investment Is Made More
Attractive To The Funding Source.

3. Roads, Sewers, Bridges, Utilities And Other Public
Infrastructure Are Permissible Types Of Projects That
Would Derive The Benefits Of The Tax Status Act.

a. “Essential Governmental Function”

4. Private Activity Bonds

a. Private Activity Bonds issued by a tribal
government do not generally qualify for tax-exempt
status.

b. Exception: Manufacturing Facilities

5. Bank Qualified Loans

a. In addition to lower rates that generally come
with tax-exempt financing, commercial banks will often
charge lower interest rates on “bank qualified loans.”

b. Banks are allowed to deduct 80% of the so-
called “carry costs” of such loans.

c. Banks receive dual tax benefits for certain
tribal obligations -- tax-exempt interest and the
ability to deduct most “carry costs” of the obligation.
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d. For an obligation to be both tax-exempt and
“bank qualified” certain requirements must be met,
including:

(i) the tribe must reasonably anticipate that
it will not issue more than $10 million in tax-
exempt obligations during the calendar year;

(ii) proceeds of the obligations may not be
used to finance a tribally-owned manufacturing
facility; and

(iii) the tribe must designate the obligation as
a “qualified tax-exempt obligation” under Section
265(b) of the Internal Revenue Code.

6. Tribal Governments Restricted In Ways State And Local
Governments Are Not.

a. Five year time period and “20 times rule” with
respect to manufacturing facilities are not applied to
state and local governments.

b. State and local governments may issue private
activity bonds for construction of single-family and
rental housing for developers; tribes can issue tax-
exempt debt only for tribal member housing which is
owned by tribe.

c. Tribal tax-exempt obligations are not exempt from
Section 3(a) of the Securities Act of 1933.

G. MISCELLANEOUS ISSUES/ADDITIONAL FACTORS CONSIDERED BY
INVESTORS

1. Conducive Reservation Legal Environment:
Previously Discussed.

2. Credit Enhancement: Tribe May Obtain More
Favorable Business Terms, Such As Lower Interest Rates,
With An Established Credit History.

3. Collateral: General Obligation Bond Must Be
Supported By Strong Tribal Tax Base; Commercial
Development May Sometimes Collateralize The Bond
Financing Transaction.

4. Tribal Business Organization: Section 17 Tribal
Corporation; No BIA Approval Of Ground Leases Means No
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Environmental Compliance Process; Ground Leases May Be
Pledged To Secure Bonds.

II.  TAX AND OTHER INCENTIVES FOR BUSINESS DEVELOPMENT
      ON INDIAN RESERVATIONS

A. THE INCENTIVES FOR BUSINESS DEVELOPMENT ON INDIAN
RESERVATIONS INCLUDE POTENTIAL EXEMPTIONS FROM STATE
REGULATORY AUTHORITY AND TAXATION AS WELL AS CERTAIN FEDERAL
PROGRAMS AND LEGISLATION INTENDED TO FACILITATE THE
FINANCING OF TRIBAL ECONOMIC DEVELOPMENT PROJECTS.

B. POTENTIAL STATE REGULATORY AUTHORITY AND TAXATION

1. State Laws Are Not Applicable To Indians On An Indian
Reservation Except Where Congress Has Expressly
Provided That State Laws Shall Apply.  (McClanahan V.
Arizona State Tax Comm’n, 411 U.S. 164 (1973)).

a.  Per Se Rule: State is without authority to tax
reservation lands or Indian income from reservation
activities (Oklahoma Tax Comm’n v. Chickasaw Nation,
115 S.Ct. 2214 (1995)).  If legal incidence of State
tax is on Indians, tax is preempted.

2. The Test For Determining Whether State Law Applies To
Non-Indian Activities On Indian Lands Is Whether The
Assumption Of State Jurisdiction Is “Preempted By
Federal Law” Or “Unlawfully Infringe(s) On The Right Of
Reservation Indians To Make Their Own Laws And Be Ruled
By Them” (White Mountain Apache Tribe V. Bracker, 448
U.S. 136 (1980)).

a.  Balancing Test: If legal incidence of tax is on
non-Indians, a court must balance the respective
federal, state and tribal interests to determine if
State may impose tax.

b.  Case law indicates that the most significant
factors to be weighed by a court are (i) the amount of
services the Tribe provides to the taxpayer, (ii) the
Tribe’s regulatory oversight of the taxpayer’s presence
on the reservation; (iii) the economic burden imposed
on the Tribe by the competing State tax; (iv) the
State’s regulatory presence on the Reservation; and (v)
the amount of services that the State provides to the
taxpayer.  This is a very fact-specific analysis.
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C. FEDERAL PROGRAMS AND LEGISLATION

1. Indian Financing Act And Indian Governmental Tax Status
Act - Previously Discussed.

2. The Internal Revenue Code: Accelerated Depreciation For
 Property On Indian Reservations.

a.  Under Section 168(j) of the Internal Revenue Code,
for a 10 year period beginning January 1, 1994,
“qualified Indian reservation property” is eligible for
depreciation in accordance with specified accelerated
recovery periods as follows:

Normal Reservation
3-yr. property 2 years
5-yr. property 3 years
7-yr. property 4 years
10-yr. property 6 years
15-yr. property 9 years
20-yr. property 12 years
nonresidential real property 22 years
(normally 39 years)

b.  To constitute “qualified Indian reservation
property,” the properties must otherwise be depreciable
property under the Code; and:

(i) used by the taxpayer predominately in the
active conduct of a trade or business within an
Indian reservation;

(ii) not used or located outside the Indian
reservation on a regular basis;

(iii) not acquired (directly or indirectly) from
a person related to the taxpayer;

(iv) not used in relation to gaming activities;
and

(v) not subject to an alternative depreciation
system under the Code.

c. Exception to requirement that “qualified” property
be located on a reservation -- Section
168(j)(4)(C)(ii)(I)-(III)

(i) Certain infrastructure, such as roads,
power lines, water systems, railroad spurs and
communication facilities, can be located outside
the Reservation if the property is connected with
qualified property located within the reservation.
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3. The Internal Revenue Code: Indian Employment Credit

a. Section 38(b) and 45A of the Internal Revenue Code
create an Indian employment incentive.

b. For a 10 year period beginning January 1, 1994,
employers of “qualified employees” are entitled to a
tax credit of 20% of:

(i) the qualified wages paid or incurred
during a taxable year, plus

(ii) qualified employee health insurance costs
paid or incurred during a taxable year.

c. Restrictions on the tax credit apply, including:

(i) the credit is available only with regard
to the employee’s first $20,000 of qualified wages
and health insurance costs;

(ii) The credit can be taken only for employees
whose total wages do not exceed $30,000 during the
taxable year; and

(iii) the credit can be applied against the
amount by which the employer’s current taxable
year qualified wages and employee health insurance
costs exceed such wages and costs during the
baseline year of 1993.

d. An employee is “qualified” if:

(i) the employee is an enrolled member of an
Indian tribe or the spouse of an enrolled member;

(ii) substantially all of the employee’s
services for the employer are performed within an
Indian reservation; and

(iii) the employee’s residence during the
applicable period is on or near the reservation in
which the employee’s services are being performed.

4. The Internal Revenue Code: Tax Empowerment Zones

a. The Secretary of Agriculture (with respect to
rural areas) may designate “tax empowerment zones”
pursuant to 26 U.S.C. § 1391 et. seq.

b. Indian reservations are eligible for such
designation; provided that, the Secretary acted to
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designate on or before January 1, 1998.

c. The tax-related advantages include:

(i) Tax-exempt enterprise zone facility bonds
can, subject to certain limitations, be used if
95% or more of the proceeds are used by qualified
businesses within the zone.

(ii) The amount of Section 179 property
(generally, tangible business property acquired
for use in the conduct of business) which can be
expensed in any taxable year is increased by
approximately 8%.

5. Grants And Alternative Sources Of Financing

a. Many sources can be explored, including:

(i) Eligible Economic Enterprise Grants: Under
25 C.F.R. Part 286, the Secretary of Interior can
make grants to Indian owned enterprises organized
for the purpose of profit and located on an Indian
reservation.  Grants are, however, generally
limited to those applicants that are unable to
obtain “adequate” financing from other sources. 
For purposes of Part 286, an “economic enterprise”
is “any Indian-owned . . . business activity
established or organized for the purpose of
profit, provided that eligible Indian ownership
constitutes not less than 51 per centum of the
enterprise.”  25 C.F.R. § 286.1.  This program
provides for grants to “eligible economic
enterprises” in an amount up to $250,000 when 75%
of the total financing comes from other sources
and certain other conditions are satisfied.

(ii) U.S. Department of Agriculture, Rural
Development: Rural Development offers a variety of
direct and guaranteed loan programs.  Interest on
guaranteed loans is negotiated.  The guaranteed
percentage of each loan varies from 60 to 90
percent depending on the amount.  The term of
amortization varies from 7 to 40 years depending
on the purpose of the loan.

6. Buy Indian Act

a. Pursuant to 25 U.S.C. § 47, the Department of
Interior is directed, so far as is practicable, to
utilize Indian labor and purchase products of Indian
industry.
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b. In implementing the Buy Indian Act, the Department
of Interior has considered an eligible Indian economic
enterprise to be one which:

(i) is at least 51% owned by one or more
individuals qualifying as Indians;

(ii) has one or more of the Indian owners
involved in the daily business management of the
enterprise, and

(iii) has the majority of the enterprise’s
earnings accrue to such Indian persons.

7. Department Of Defense Set-Aside Program

a. Under 10 U.S.C. § 2323 (a)(1)(A), a goal of 5% of
the appropriated annual funds for Department of Defense
procurement and contracting is established for
contracts and subcontracts entered into with “small
business concerns . . . owned and controlled by
socially and economically disadvantaged individuals (as
such term is used in Section 8(d) of the Small Business
Act (15 U.S.C. 637 (d)). . .”  Section 8(d) of the
Small Business Act provides in part that “[t]he
contractor shall presume that socially and economically
disadvantaged individuals include . . . Native
Americans . . . .”

b. 10 U.S.C. § 2323a (“Credit for Indian contracting
in meeting certain subcontracting goals for small
disadvantaged businesses and certain institutions of
higher education”), provides an incentive to the
Department of Defense to satisfy the 5% goal within 10
U.S.C. § 2323(a)(1) with utilization of Indian
contracts.

c. Pursuant to 10 U.S.C. §§ 2323 and 2323a, Congress
has, in essence, extended the Indian preference policy
of the Buy Indian Act to the Department of Defense with
respect to 5% of annual appropriations.

8. TERO

a. The majority of Indian tribes have enacted a TERO
(Tribal Employment Rights Office) Ordinance in order to
provide Indian preference in employment and
contracting.

b. A majority Indian-owned and controlled company
will not only enjoy preference under federal law, but
will also be afforded preferences under tribal law.
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III.  FORMS OF ENTITY ORGANIZATION FOR TRIBAL
 BUSINESS DEVELOPMENT

A. SECTION 17 TRIBAL CORPORATIONS

1. Pursuant To 25 U.S.C. § 477, A Tribe May Incorporate
Pursuant To A Charter Which Is Issued By The Secretary Of
The Interior And Ratified By The Governing Body Of The
Tribe.

2. The Purpose Of 25 U.S.C. § 477 Is To Allow A Tribe To
Have A Business Arm, Separate And Distinct From Tribal
Government.

3. One Limitation On Section 17 Tribal Corporations Is The
Restriction Of 25 Year Leasing Authority.  Tribes May
Generally Lease Reservation Lands For 25 Years With A 25
Year Option To Renew Under 25 U.S.C. § 415 And 25 C.F.R. §
162.8.  In Addition, Some Tribes Have Leasing Authority For
Up To 99 Years Pursuant To 25 C.F.R. § 162.8.  By Contrast,
A Section 17 Tribal Corporation May Only Lease For Up To 25
Years.

4. One Advantage Of Section 17 Tribal Corporation Leases
Is That They Do Not Require BIA Approval.  By Contrast, A
Lease From The Tribe Under 25 U.S.C. § 415 Requires BIA
Approval To Be Effective.  Said BIA Approval Constitutes A
“Major Federal Action” Within The Meaning Of The National
Environmental Policy Act, Thereby Triggering The Oftentimes
Lengthy Environmental Compliance Process.  Because No BIA
Approval Is Involved With Section 17 Tribal Corporation
Leases, The NEPA Requirements Are Inapplicable.

5. A Tribe Which Has Incorporated Pursuant To 25 U.S.C. §
477 May Conduct All Business And Exercise All Powers
Enumerated Within Its Corporate Charter, Said Business And
Powers Typically Being Similar To Those Of A State-Chartered
Non-Indian Corporation.

B. TRIBALLY-CHARTERED DEVELOPMENT CORPORATIONS

1. Tribes Can Charter A Corporation Pursuant To Authority
In Tribal Constitutions And/Or Pursuant To Its Inherent
Sovereignty.

a. Some Tribal Constitutions may expressly authorize
the formation of Tribal business enterprises and/or
corporations.

b. In the absence of express Tribal constitutional
authority, the governing body of the Tribe may either
charter a tribal corporation pursuant to the Tribe’s
inherent sovereign authority, or may adopt a tribal
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corporations ordinance and organize the tribal
corporation thereunder pursuant to Articles of
Incorporation and Bylaws.

c. In order to facilitate business relationships, the
tribal corporation must grant limited waivers of
sovereign immunity.  Because sovereign immunity flows
from the sovereign tribe, the tribal governing body
should pass an ordinance or resolution authorizing the
subordinate tribal corporation to waive the sovereign
immunity of the corporation.  The Tribe, and assets of
the Tribe other than corporation assets, would not be
subject to the waiver of sovereign immunity by the
tribal corporation.

C. LIMITED LIABILITY COMPANIES

1. Tribes (Or Tribally-Chartered Business Corporations)
May Be Members In Limited Liability Companies Organized With
Non-Indians.

2. The Limited Liability Companies May Be Created Under A
Tribal Limited Liability Company Ordinance Or Pursuant To
State Law.

3. Tribal Majority Ownership And Control May Entitle The
Indian-Owned Portion Of The Business Entity To The Benefits
Of The Federal Programs Previously Discussed.

4. Although Tribes And Tribal Income Derived From
Reservation Lands Are Exempt From Federal Income Tax, Tribal
Federal Income Tax Benefits Generally Will Not Accrue To The
Non-Indian Income.  The Non-Indian Members And Non-Indian
Income Of The Limited Liability Company Will Be Subject To
Federal Income And Other Customary Taxes.
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D. GROUND LEASES

1. The Tribe Or Section 17 Tribal Corporation May
Participate In On-Reservation Business Development As A
Passive Landlord Pursuant To Ground Leases.

2. As Previously Discussed, Some Tribes May Lease For Up
To 99 Years, While Section 17 Tribal Corporations Are
Limited To 25 Year Leasing Authority.

3. Typically, Ground Leases Will Be Structured So As To
Provide The Tribal Lessor With A Guaranteed Minimum Rent
Based On Acreage As Well As A Percentage Rent Based On The
Profits Of The Lessee Derived From The Lease And Reservation
Lands.

E. OTHER BUSINESS ORGANIZATIONS

1. Tribes May Generally Organize For Business Purposes In
The Same Manner As Do Non-tribal Entities.

2. A Tribe Or Section 17 Tribal Corporation May Enter Into
Partnerships, Joint Ventures And Other Business Forms.

3. The Preferred Form Of Business Entity Will Depend On
The Nature Of The Transaction.

IV.  CONCLUSION

A. BY UTILIZING THEIR SOVEREIGN AUTHORITY, INDIAN TRIBES CAN
ESTABLISH AND MAINTAIN A STABLE BUSINESS ENVIRONMENT ON
INDIAN LANDS TO ATTRACT PRIVATE INVESTORS.

B. THIS CAN BE ACHIEVED BY ADOPTION OF TRIBAL LAWS, SUCH AS A
TRIBAL UNIFORM COMMERCIAL CODE, AND STRENGTHENED TRIBAL
COURT SYSTEMS.

C. IN ADDITION TO CREATION OF A RESERVATION ENVIRONMENT
CONDUCIVE TO FINANCIAL INVESTMENT, TRIBES SHOULD TAKE
ADVANTAGE OF FEDERAL LAWS, SUCH AS THE TRIBAL GOVERNMENT TAX
STATUS ACT, DESIGNED TO STIMULATE FINANCIAL INVESTMENTS IN
INDIAN COUNTRY.

lld\F:\TWF\SPEECHES\HUD.CON
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Characteristic General
Partnership (GP)

Limited
Partnership (LP)

Limited Liability
Company  (LLC)

Business Trust Corporation
(C Corp/S Corp)

A. General Concepts

1. Definition An association of
two or more persons
to carry on, as co-
owners, a business
for a profit, but
excluding an
association formed
under any other
statute. A general
partnership is not a
joint venture.

A partnership
formed by two or
more persons under
the laws of a state or
a tribe and having
one or more general
partners and one or
more limited
partners.

A limited liability
company organized
and existing under
the state or tribal
Limited Liability act
and having two or
more members.

An unincorporated
association created
by a trust instrument
under which
property is held or
business or
professional
activities are carried
on by trustees for the
beneficial owners of
the trust property.

A corporation for
profit, which is not a
foreign corporation,
organized under the
state or tribal
Business
Corporation Act.

2. Designation of
owners

General partners General partners and
limited partners

Members Beneficial owners Shareholders

3. Managers General partners General partners Managers Trustee Directors and
officers

4. Persons with
authority to bind
the organization

General partners General partners Members or
managers

Trustee Officers

5. Governing
documents

Partnership
agreement

Partnership
agreement

Operating agreement
or articles of
organization

Governing
instrument,
sometimes bylaws

Articles of
incorporation, by-
laws, and
shareholder
agreement

B. Formation

1. Jurisdiction of
organization

A GP need take no
formal action to
organize, nor are
there foreign GP
registration statutes.
Some states have
statutes requiring or
allowing filing of
name certificate

A LP may be
organized by filing a
certificate of limited
partnership under the
laws of any
jurisdiction.

An LLC may be
organized by filing
articles of
organization. 

A Business Trust
may need to file its
governing instrument
to qualify to do
business under state
or tribal corporation
laws. A business
trust may organize
under most states
without taking any
formal action.

A corporation is
incorporated by
filing articles (or
certificate) of
incorporation with
filing officer of a
state or tribe.

2. Filed document None, although some
states require the
filing of a document
identifying partners
or statements of
authority.

Certificate of limited
partnership

Articles of
organization

Trust instrument or
certificates of trust

Articles of
incorporation

3. Effect of filed
document

Not applicable,
although statements
of authority have a

Disclosure Disclosure and
governance

Disclosure and
prima facie evidence
of those identified as

Principal governing
document
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Characteristic General
Partnership (GP)

Limited
Partnership (LP)

Limited Liability
Company  (LLC)

Business Trust Corporation
(C Corp/S Corp)

disclosure effect authorized to act.

C. Management and Ownership

1. Statutorily
designated agent

General partner General partner Member or Manager Trustee Board of directors
manages, officers
execute as agents.

2. Requirement of
filing identifying
agents for service
of process

No Yes Yes Varies Yes, and consent of
registered agent must
accompany filing.

3. Voting power of
owners

Unless otherwise
agreed, general
partners determine
ordinary disputes by
majority of the
partners and
extraordinary matters
by unanimous vote.

Unless otherwise
agreed in writing, all
partners (including
the limited partners)
have the right to
consent to:
admission of new
general partners, the
admission of
assignees, the
compromise of a
partner=s obligation
to contribute,
dissolution of the
partnership, and
continuation after an
event of withdrawal.

Voting, other than
provisions requiring
majority or
unanimous vote may
be in any manner on
which the members
agree.

Established in the
governing
instrument.

Absent alternative
provisions in the
articles of
incorporation or in
voting trusts or
voting agreements,
each share is entitled
to one vote.

4. Permissible
participation in
management.

General partners
have statutory right
to participate in
management.

General partners
may participate in
management but
limited partners
prohibited from
participating in
control of the
business.

Members and/or
Managers may
participate in
management.

Generally beneficial
owners may direct
the trustee. However,
under the control
test, applicable in
some states,
beneficial owners
who participate in
management may be
liable as general
partners.

Shareholders
participate in
management by
electing
representative
directors to
determine policy and
appoint officers as
agents.

5. Ability of owners
to transact
business with the
organization.

A general partner=s
rights as creditor
may be subordinated
to those of non-
partner creditors, at
least on dissolution.

Partners may
transact business
with the partnership,
and will have the
same rights and
obligations as third
parties.  On
dissolution, creditors
who are partners
share equally with
non-partner
creditors.

Members and
Managers may
transact business
with the LLC, and
subject to other
applicable law, have
the same rights and
duties as persons
who are not
managers or
members. On
dissolution, creditors

There are no
provisions under
Colorado law, but,
presumably, rules
against fiduciary
self-dealing would
interfere with
transactions between
the trustee and the
trust.

While there are no
prohibitions on
transactions between
the corporation and
the shareholder,
directors may only
transact business
with the corporation
after disclosure and
approval or if the
transaction is fair to
the corporation.
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Characteristic General
Partnership (GP)

Limited
Partnership (LP)

Limited Liability
Company  (LLC)

Business Trust Corporation
(C Corp/S Corp)

who are members
share equally with
non-member
creditors.

6. Liability of
owners for
obligations of the
organization

General partners are
jointly and severally
liable for the
obligations of the
GP.

General partners are
jointly and severally
liable for the
obligations of the LP.
Limited partners are
not personally liable
for the obligations of
the LP.

Members and
managers are not
liable for any debt,
obligation, or
liability of the LLC.
The doctrine of
piercing the
corporate veil
applies to an LLC.

Beneficial owners
are generally not
liable.

None, except as may
arise through
piercing the
corporate veil
(disregarding the
corporate entity) and
as a shareholder is
liability for
shareholder’s own
acts.

7. Liability of
owners to the
organization and
other owners

A general partner is
liable for breaches of
fiduciary duties and
to contribute to
obligations and
indemnify other
partners.

A general partner
has the same liability
as in a GP. Limited
and general are also
liable for unmade
contributions and for
certain rightful and
wrongful returns of
contributions.

Managers generally
are liable for
breaches of fiduciary
duties. Members are
liable to make their
agreed contributions,
and for certain
rightful and wrongful
returns of capital.

Beneficial owners
have the same
liabilities as
shareholders in
private corporations.
Except as provided
in the governing
instrument or trust
document, a
beneficial owner is
obligated to perform
any promise to
contribute or
contribute cash equal
to the contribution
not made.

Shareholders are
liable to the
corporation and its
creditors to pay the
consideration for
which shares are
issued. Directors are
liable for wrongful
distributions and
entitled to
contribution from
shareholders
knowing that the
distribution was
wrongful.

8. Piercing the
corporate veil

The courts may
reach the assets of
general partners
directly, so there is
no need to pierce the
corporate veil.

With respect to
limited partners,
courts have other
means of imposing
personal liability on
limited partners that
participate in
management.

The doctrine of
piercing the
corporate veil
applies to LLCs.

Generally not
applied to business
trusts. Beneficial
owners may be liable
if they participate in
management.

Generally under
common law the
corporate entity may
be disregarded for
several reasons.

9. Duties of owners A general partner
has a duty to account
for profits made from
the GP=s business
without the consent
of the other partners,
the duty to render
information with
respect to the
partnership business,
and to refrain from
engaging in a grossly
negligent or reckless
behavior or a

A general partner in
an LP has duties
similar to those owed
by a general partners
in a GP. A limited
partner may have a
duty not to profit on
confidential
information.

Manager=s duties
are similar to the
duties owed by a
director of a
corporation (an
obligation to perform
duties in good faith
and with such care as
an ordinarily prudent
person would use in
like circumstances).

Trustees have
fiduciary duties of
care, loyalty and
candor to the
beneficial owners.
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Characteristic General
Partnership (GP)

Limited
Partnership (LP)

Limited Liability
Company  (LLC)

Business Trust Corporation
(C Corp/S Corp)

knowing violation of
the law.

D. Nature and Transferability of Ownership Interests

1. Permissible
contribution

A general partner
may contribute
services and
property.

A general or limited
partner may
contribute cash,
property, or services
rendered or a
promissory note or
other obligation to
contribute cash or
property or to
perform services.

A member may
contribute cash,
property, promissory
notes, services
performed, or
promises to
contribute property
or perform services
in the future.

No contributions are
required if property
is conveyed by
grantors. Generally,
property or services
are permissible.

Tangible or
intangible property
or benefit to the
corporation,
including cash,
promissory notes,
services performed,
and other securities
of the corporation,
but a promissory
note of subscriber or
affiliate must be
negotiable, recourse,
and secured by
collateral, other than
the shares, having
fair market value at
least equal to the
principal amount of
the note.

2. Types of owners There are no
limitations on the
ownership of an
interest in a GP, but
there is a question of
the ownership of GP
interests by
incompetents,
minors and
corporations.

There are no
limitations on the
ownership of interest
(general or limited)
in an LP.

There are no
limitations of who
may be a member,
but managers must
be natural persons.

No limitations. No limitation for a C
Corporation.

       

Nonresident aliens
and entities other
than certain trusts
and estates may not
own interests in an S
corporation.

3. Multiple classes
of ownership and
default sharing
rules

The partners in a GP
may make any
financial
arrangements they
desire, but, in the
absence of an
agreement, the
general partners will
share on a per
capita basis.

The partners in an
LP can make any
financial
arrangement they
desire, but, in the
absence of an
agreement, the
partners will share in
distributions in
proportion to the
value of
contributions.

The members can
make any financial
arrangement they
desire. In the
absence of an
agreement, members
share in proportion
to their
contributions.

A business trust may
have different classes
or series with
different rights.

A C corporation may
have different classes
of stock with
different voting
rights.

        

An S corporation is
prohibited from
having more than
one class of stock,
but it may have
voting and nonvoting
stock.

4. Transferability of
interests

A partner’s interest
may be transferred,

The interest of a
general or limited

A membership
interest is freely

Beneficial ownership
interests are freely

Shares are freely
transferable, subject
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Characteristic General
Partnership (GP)

Limited
Partnership (LP)

Limited Liability
Company  (LLC)

Business Trust Corporation
(C Corp/S Corp)

but the assignee will
not become a partner
without the consent
of the remaining
partners.

partner is
transferable, but the
assignee may only be
admitted as a
substituted partner as
provided in the
partnership
agreement or with
the consent of all
partners.

transferable, but the
assignee may not be
admitted as a
member without the
unanimous consent
of the other
members.

transferable. to restrictions
contained in the
articles of
incorporation,
bylaws, or a
shareholder
agreement.

E. Period of Duration

1. Period of
Duration

Unless otherwise
agreed, a GP does
not have a period of
duration.

While a LP need not
have a definite term
or undertaking, a
limited partner can
only be locked in if
there is specified, in
writing in the
partnership
agreement, a definite
time or event upon
which the limited
partner may
withdraw.

LLCs are required to
have a term, many of
which cannot exceed
30 years.

Business trusts have
perpetual duration
unless a shorter
period is provided.

A corporation has
perpetual duration
unless limited in the
articles of
incorporation.

F. Dissolution

1. Effect of
dissociation of an
owner on the
continuity of the
organization for
state or tribal law
purposes.

A GP will dissolve
upon the express
will of any partner,
or the expulsion,
bankruptcy, or
death of any
partner.

An LP will dissolve
on the withdrawal of
a general partner,
unless there is a at
least one remaining
general partner who
continues the
business under a
written provision of
partnership
agreement or unless
all partners agree.

An LLC will dissolve
upon the death,
retirement,
resignation,
expulsion,
bankruptcy,
dissolution of a
member or any
other event which
terminates the
continued
membership of a
member unless there
are two remaining,
and all the remaining
members agree to
continue the business
under a right to do so
contained in the
articles of
organization within
90 days of the
dissolution.

The discussion of a
beneficial owner
(through redemption
or otherwise) will
not affect the
continuity of the
trust.

Shares may be freely
traded, redeemed or
issued without
effecting a
dissolution of the
corporation.

G. Most Beneficial Uses



6

Characteristic General
Partnership (GP)

Limited
Partnership (LP)

Limited Liability
Company  (LLC)

Business Trust Corporation
(C Corp/S Corp)

1. Business that may
be conducted

A GP may conduct
any lawful business.
Partnerships have
been used most often
in real estate
ventures, service
businesses
(particularly
professional
services), and
general trade.  A GP
is the default entity
if two or more
persons co-own any
form of business but
have not
consensually created
another form of
entity.

An LP may do
anything a GP can do
except as otherwise
limited. Uses of LPs
tend to be more
heavily concentrated
in real estate, finance
and insurance,
services, wholesale
and retail trade, and
mineral extraction.

An LLC may conduct
any business that an
LP may lawfully
conduct, and may not
conduct any business
that is prohibited by
law to such
partnership.

Business trusts have
been used
extensively in
bundling investments
(REITs, REMICs,
asset backed
securities), family
owned businesses,
and other businesses.

Any lawful business.

2. Assets that may
be owned

Generally a GP is not
limited in its
ownership of
property and may
own property in its
own name.

Same as GP. An LLC is expressly
authorized to hold
real or personal
property.

A business trust may
own any property,
although it may not
engage in banking
and insurance.

A C corporation may
own any type of
property. If a C
corporation
accumulates earnings
beyond reasonable
needs of business or
owns assets which
produce personal
holding company
income (e.g.,
dividends, interest,
rents, and royalties),
it may be subject to
penalty taxes.

       

An S corporation
may own any type of
property. If S
corporation has
earnings and profits
from prior C year
(CEP) and passive
investment income in
excess of 25% of
gross receipts, its
excess passive
investment is subject
to 35% penalty tax.
If these conditions
exist for 3
consecutive years, S
election terminates at
beginning of fourth
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Characteristic General
Partnership (GP)

Limited
Partnership (LP)

Limited Liability
Company  (LLC)

Business Trust Corporation
(C Corp/S Corp)

year.

H. Organizational Taxation Issues

1. Classification for
tax purposes

A GP will be almost
always be treated as
a partnership for
federal tax purposes.

An LP will generally
be treated as a
partnership for
federal tax purposes,
but is subject to
being classified as an
association taxable
as a corporation.

A Colorado LLC has
the choice to be
treated as a
partnership or as a
corporation.

Business trusts may
be classified as
partnership,
association, grantor
trust, REMIC, REIT,
or RIC.

A C corporation is
taxed as corporation.

      

A domestic
corporation meeting
certain qualifications
may elect to be an S
corporation.

2. Taxation of
owners on receipt
of an interest in
the organization
in exchange for
property.

A partner is
generally not taxed
on the contribution
of property to a
partnership. There
may be taxation if
the liabilities on
contributed property
are greater than the
contributor=s basis
in the property.

An LP, an LLC, or a business trust may be treated either as a
partnership or as an association taxable as a corporation for federal
income tax purposes. Depending on the treatment accorded, the
rules applicable to either general partnerships or to corporations will
apply.

No gain or loss is
recognized on the
contribution of
appreciated or
depreciated property
for stock so long as
contributors own
80% of stock after
contribution,
provided that fair
market value of
property contributed
is not less than fair
market value of stock
received.

3. Taxation of
owners on receipt
of an interest in
exchange for
services.

If the contributor is
given a capital
account in the
partnership on the
contribution of
services, the
contributor will be
taxed on the value of
that interest.  If a
partner is given a
share of the profits in
exchange for the
contribution of
services, the
contributor will not
have income in most
situations.

An LP, an LLC, or, generally, a business trust will follow the rules
applicable to either partnerships or corporations depending on how
it is classified for tax purposes.

Unless the stock is
subject to a
substantial risk of
forfeiture, its value
will be included in
income when it is
received.

4. Taxation of the
organization on
receipt of
property

A GP will not
recognize gain on the
receipt of property in
exchange for an
interest.

An LP, an LLC, or, generally, a business trust will follow the rules
applicable to either partnerships or corporations depending on how
it is classified for tax purposes.

A corporation will
not recognize gain
on the receipt.
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Characteristic General
Partnership (GP)

Limited
Partnership (LP)

Limited Liability
Company  (LLC)

Business Trust Corporation
(C Corp/S Corp)

I. Operational Taxation Issues

1. Taxation of the
organization

Not taxed at the
organization level.

An LP, an LLC or a business trust may be classified as a
partnership, an association taxable as corporation, or, in the case of
a business trusts, as a grantor trust, REIT or REMIC. If taxed as a
partnership, the rules applicable to partnerships will apply.
Similarly, if treated as an association, the corporate rules will apply.
If a grantor trust, the grantor will include the income, loss,
deductions and credits of the trust. If treated as a REIT or REMIC,
the income is passed through to the owners in accordance with the
particular rules applicable to REITs or REMICs as the case may be.

A C corporation is
subject to tax on its
taxable income at the
organization level.

      

An S corporation is
generally not subject
to tax.  However, an
S corporation must
pay a tax at the
highest rate imposed
on corporations, if,
for example, it was
previously a C
corporation, with
respect to net
recognized built-in
gains or passive
investment income.

2. Ability of owners
to use losses of
the organization

Partners are entitled
to use the losses of
the GP to offset other
income as limited by
basis, at-risk rules,
and passive loss
rules.

The losses of an LP
treated as a
partnership are
passed through to the
partners. The losses
of an LP treated as
an association
taxable as a
corporation do not
pass through for
federal tax purposes.
A limited partner in
an LP is more likely
to be subject to the
at-risk and passive
loss rules than a
general partner in
either a GP or an LP.

The losses of an LLC
treated as a
partnership are
passed through to the
members. The losses
of an LLC treated as
an association
taxable as a
corporation do not
pass through for
federal tax purposes.
Members of an LLC
are more likely to be
limited by the at-risk
rules, but may have
an easier time
avoiding the passive
loss rules.

The losses of a
business trust treated
as a partnership are
passed through to the
owners.  The losses
of a business trust
treated as an
association taxable
as a corporation do
not pass through.
The losses of a
business trust treated
as a grantor trust
pass through to the
owners. Net losses of
a business trust
treated as a REMIC
may be deducted by
the holder of the
residual interest.

Shareholders of a C
corporation may not
deduct the
corporation=s
operating losses.

      

A shareholder of an
S corporation may
deduct the
corporation=s
operating losses to
extent the
shareholder has
sufficient tax basis
for stock or debt and
amount at risk.  In
addition, the passive
losses may apply to
the shareholder.



Shared Visions: Summit I, Sponsored by HUD 1

Micro-enterprise Development

q Why Micro-lending?
lTo increase home-based incomes.
üLack of employment opportunities.

lBanks may not lend.
üloans to risky.
üloans to small.

lLack of technical assistance.
lMay be culturally relevant.



Shared Visions: Summit I, Sponsored by HUD 2

Micro-enterprise Development

qWhat kinds of Businesses?
lVery small in scale.
üarts & crafts.
üprepare & serve food.
ürepair homes & automobiles.
üprovide music/dance services.
üprovide cultural awareness services.

lMay not operate year-round.



Shared Visions: Summit I, Sponsored by HUD 3

Micro-enterprise Development

qDefining Priorities.
lWhat can you do?
üKnow your community/organization capacities.



Shared Visions: Summit I, Sponsored by HUD 4

Micro-enterprise Development

qInvolve stakeholders.
lCommunity member needs.
üDo they want this?

lFinancial intermediary needs/risks.
üHow can banks help?

lTribal Government.
üWill you support us?



Shared Visions: Summit I, Sponsored by HUD 5

Micro-enterprise Development

qConducting a Needs Assessment.
lIdentify Cultural Distinctions.
üIs this relevant here?

lIdentify Economic/Demographic
Distinctions.
üHow is our economy?
üHow isolated/rural are we?



Shared Visions: Summit I, Sponsored by HUD 6

Micro-enterprise Development

qIdentify your objectives.
lTo increase household income.
lTo create business owners.
lTo provide business planning services.
lTo provide capital when needed.
lTo sustain businesses past one year.



Shared Visions: Summit I, Sponsored by HUD 7

Micro-enterprise Development

qWhat type of organization?
lIRS-determined 501(c)(3) non-profit

corporation.
l100% resident-controlled board of

directors.
lCan be established within your tribe.
üThrough Resource Development.
üThrough your Tribal Development Corporation.



Shared Visions: Summit I, Sponsored by HUD 8

Micro-enterprise Development

qWho can take leadership roles?
lAny community/tribal member who want’s

to see change.
lYour tribally-elected public officials.
lYour local bank officers.
lYour tribal housing authority.



Shared Visions: Summit I, Sponsored by HUD 9

Micro-enterprise Development

qMobilizing support for your project.
lLocal tribal members that want to see

change.
lLocal banks looking to satisfy CRA

requirements.
lLocal tribal, or community-based, colleges.
lEstablish Board of Directors with diverse

backgrounds.



Shared Visions: Summit I, Sponsored by HUD 10

Micro-enterprise Development

qIssues facing development.
lFinding Board & Staff members that:
üknow how to develop loan underwriting

standards.
üKnow how to effectively develop solid business

plans.
ügiving clients incentives to pay on time.



Shared Visions: Summit I, Sponsored by HUD 11

Micro-enterprise Development

qOvercoming development issues.
lAsking local bank officers to join the BOD.
lSeek technical assistance from:
ü foundations.
ü tribal business planners.
ü non-profit development corporations.

lUse tribal court system to get repayments.
lIf no tribal court, then use credit bureaus.



Shared Visions: Summit I, Sponsored by HUD 12

Micro-enterprise Development

qFunding.
lSEC was funded by foundation support.
lFee-for-service income.
lInterest Income from the loans.
lTribal Development Corporations (TDC’s).
lHUD economic development programs.



Shared Visions: Summit I, Sponsored by HUD 13

Micro-enterprise Development

qProgram Implementation
lGetting a high percentage to stay in

business.
lGetting clients to pay on time.

qAccomplished By
lSolid Business Planning.
üfocusing on the idea/opportunity at hand.

lEnforce collections.



Shared Visions: Summit I, Sponsored by HUD 14

Micro-enterprise Development

qHow are results tracked & measured?
lKeeping the delinquency rate below 10%
üallow seasonal repayment schedules.

lKeeping the default rate below 5%

qWhat is the impact on the community?
lTribal members can:
ü earn incomes at home.
ü can come to you with ideas.
ü provide for their family needs.



Shared Visions: Summit I, Sponsored by HUD 15

Micro-enterprise Development

qWhat were some surprising results:
lPeer Group Concept only works when

everyone in the circle is held accountable
to pay on time.
lYouth borrowers pay early, or on time, and

in full with their loans.
üData suggests they take financial obligations

more seriously than other SEC clients.

lIncome earning dis-incentives under AFDC.



Shared Visions: Summit I, Sponsored by HUD 16

Micro-enterprise Development

qThree important lessons:
lAlways enforce collections.
üIt helps to have a tribal court.
üOr, use your local credit bureau.

lAlways focus on developing a realistic
business plan that focuses on the feasibility
of the business.
lTry to secure long-term financing through

a TDC, fee-for-service income, or interest.



Shared Visions: Summit I, Sponsored by HUD 17

Micro-enterprise Development

qHow do you incorporate lessons?
lWe work with clients to get payments back

in an affordable manner.
lAutomated the Business Planning Process.
lReferring clients to the SBA for loan

requests greater than $2,000.
lWe perform credit checks in the loan

application process.



Shared Visions: Summit I, Sponsored by HUD 18

Micro-enterprise Development

qWhat might be done differently?
lPerform credit checks with loan

applications.
üReduces the risk of the loan.
üProvide counseling to applicants that need it.

lPay for a small & reasonable stipend to
BOD’s for their monthly meeting (i.e. $50)
ücover their cost in time for attendance.

lStaff organization adequately early.
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Micro-enterprise Development

qCan this be replicated elsewhere?
lYes, be sure to ask the tribal community if

this is needed.
lBe sure to perform a feasibility study.
lBe sure to get skilled BOD’s from the

community.
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Micro-enterprise Development

qFactors unique to location.
lThe more rural, isolated, and larger land-

base your reservation has, the more costly
it will be to establish a center.

qFactors critical to effective replication.
lHaving a steady stream of adequate

funding.
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Micro-enterprise Development

qElements that limit ability to replicate.
lLack of demand for small home-based

business capital, business planning
services, and desire to increase personal
incomes.
üYou may be wasting your resources trying to

establish a center without adequate demand.

lLack of skilled BOD’s & Staff to operate the
center efficiently & successfully.
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Some Final Thoughts

qYou don’t have to lose your culture to do
this.
qEconomic Development can start within the

home.
lDoesn’t have to be one huge industry.

qFostering an entrepreneurial spirit within
the community.
qThis is for youth, adults, and senior citizens.
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Counseling Needs &
Types of Counseling
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Needs Assessment, Defining the
Counseling Program Best Suited

for the Clients Need

qOne-on-One Counseling
qEducation Programs
qCredit Counseling
qGroup Counseling
qLength of Classes



Shared Visions: Summit I, Sponsored by HUD 3

Homebuyer Education

q7 Hour Fast Track
l a course for the

near-ready buyer

q12 Hour Comprehensive
l a course for prospective

homebuyers with
obstacles to overcome
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Benefits of Structured
Homebuyer Ed. Program

qDevelops stronger homebuyers
qProvides post-purchase assistance to

families
qAssists in achieving fair lending

compliance



Shared Visions: Summit I, Sponsored by HUD 5

Various Types of
Counseling Programs

qPre-purchase
qPost-purchase
qLoan Process
qHomebuyers Club

qDefault counseling
qHomebuyer fairs
qReverse mortgage

counseling
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Leveraging Resources

qTypes of potential resources
qMatching dollars
qDeveloping budgets
qShowing a history
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Building Partnerships

qIdentifying potential community
partners
qHow to get partners interested in your

program
qWho to talk with
qHow to keep their long term interest
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Key Areas of Counseling
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The House Hunting
Experience

qMost exciting and anxious time
qLargest purchase you will ever make
qMany factors to consider
qMost likely will not get everything you

want
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Neighborhood and
Community Amenities

qEducation facilities
qPolice and fire protection
qsafety concerns
qShopping facilities
qMaintenance of neighborhood
qRecreational facilities
qReligious facilities



Shared Visions: Summit I, Sponsored by HUD 11

Finding A Lender

qRealtor
qBuilder
qDeveloper
qFriends
qRelatives
qInternet

qMailers

qNewspaper

qYellow Pages

qMortgage
Lenders 
Association
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Primary Market

qMortgage Bankers
qMortgage Brokers
qCommercial Banks
qSavings and Loans
qCredit Unions
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Applying For The Loan

qWhat do you need to bring?
qFace-to-face interview
qFilling out the loan application
qAnd all that stuff...



Shared Visions: Summit I, Sponsored by HUD 14

Loan Processing

qApproximately 4-6 weeks (may take
less time) - DON’T WORRY!
qWhat are they doing?
lProperty appraisal
lCredit Report
lVOEs/VODs sent out
lEvaluating data
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FINALLY!!!
Closing
 Your

Loan...
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Things To Remember

qNever be intimidated by the closer
qDo not sign any form you don’t

understand
qIt’s your signature on the dotted line
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How To Care For
Your Home

Maintenance
Responsibilities
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A Guide to Homeownership

To receive a copy of Fannie Mae’s “A Guide to Homeownership” (both participant and
trainer manuals are available), write to:

Fannie Mae
National Housing Impact Division
3900 Wisconsin Avenue, NW
Washington, DC 20016-2899

Guides can also be ordered on-line from Fannie Mae’s web site at
http://www.homepath.com/
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Pre-Occupancy Counseling

Presented by:

TERRIE PAREDESTERRIE PAREDES

NORWESTNORWEST
MORTGAGEMORTGAGE
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Pre-Occupancy Counseling

q The Greatest Destroyer:  MrMr. FEAR. FEAR
l  The customer is initially afraid of You
l  The customer is afraid of making a Mistake
l  The customer is afraid of being Lied To
l  The customer is afraid of Incurring Debt
l  The customer is afraid of losing Face
l  The customer’s fear is based on bad Past Experiences
l  The customer’s fear is based on Third Party Information
l  The customer’s fear is based on Prejudice

qCommunication: During the Mortgage Loan Process
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Pre-Occupancy Counseling
q Fear is created by the pictures we paint

with the words we use.

l  Cost Total InvestmentTotal Investment
l  Down Payment Initial InvestmentInitial Investment
l  Monthly Payment Monthly InvestmentMonthly Investment
l  Buy When You OwnWhen You Own
l  Problem Issue / ChallengeIssue / Challenge
l  Objection Area of ConcernArea of Concern
l  Cheaper More EconomicalMore Economical
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Pre-Occupancy Counseling

q Who is the IDEAL Person?

l  Affordability: SufficientSufficient Income to Purchase a
Home

l  Credit Issues: NoneNone

l  Commitment: They are SeriousSerious about
becoming a Home Owner
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Pre-Occupancy Counseling
q Who is the COMMON Person?

l  Affordability: SufficientSufficient Income to Purchase a Home

l  Credit Issues: Late Payments, Bankruptcy, JudgementsLate Payments, Bankruptcy, Judgements

l  Commitment: They want to buy a home, but because of
their credit issues they feel it is ImpossibleImpossible

l  Knowledge: They don’t know where to Startto Start



7Shared Visions: Summit I, Sponsored by HUD

Pre-Occupancy Counseling
q EXPLAIN THE PROCESS:
l  Run a Credit Report: Indicates a Responsible AttitudeResponsible Attitude toward

financial obligations.  If no established credit, they will need alternate
credit.

l  Fill out a Budget.Budget.

l  They need to have adequate and StableStable income to repay the loan.

l  They need to have adequate AssetsAssets for the down payment and
closing costs.

l  Loan needs to be approved by HUDHUD and the Lender.Lender.
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Pre-Occupancy Counseling
q What to Look For:

l  What credit issues do they have?  Ask Questions:  Why,Why,
When and How Much?When and How Much?

l  How long have they been on their current job ?
Must have 22 Yr Yr. history. history in the same field.

l  How do they want to purchase Land Trust or FeeLand Trust or Fee
Simple?Simple?
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Pre-Occupancy Counseling
q What to Look For:  (con’t.)

l  Do they have a Savings AccountSavings Account? How much is in the
account?

l  Paperwork that will be needed

l  They must attend 4 hours4 hours of borrower counseling given
by a HUD ApprovedHUD Approved Counseling Agency
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Pre-Occupancy Counseling
q Calculating Income: When do they get paid ?

l If you have Annual income, divide by 1212

l Weekly: Multiply weekly income by 5252, then divide by 12

l By-Weekly: Multiply by-weekly income by 2626, then divide
by 12

l Hourly: Multiply hourly income by the number of hoursnumber of hours
worked per week, then multiply by 52 and divide by 12
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Pre-Occupancy Counseling
q  Calculating Income: When do they get paid? (Con’t)

l Overtime and Bonus: Must have a 2 year2 year history and
the employer must verity the overtime and/or bonus
will in all probability continue.  Only then can the
income be counted toward qualifying.

l Part-Time: Income or Second Job income may be
used  IFIF it can be verified as having been
uninterrupted for the previous 22 years and IFand IF it has a
strong likelihood of continuation.
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Pre-Occupancy Counseling
q Pre-Qualifying Form :
l  Establish Maximum Loan Amount

l  Go over all Credit Issues

l   Also go over:

Ø Budget
Ø Spending Habits
Ø Savings Ability
Ø Down Payment Requirements
Ø Closing Costs
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Pre-Occupancy Counseling
q Determine How Long It Will Take To

Purchase a Home:
l  Foreclosure: Must wait 3 years3 years after foreclosure to be eligible for

a mortgage loan. The inability to sell a home due to transferring from
one area to another or divorce are NOT good reasons nor are they
extenuating circumstances.

l  Bankruptcy: Must be discharged for 2 years2 years to be eligible for a
mortgage loan. (Discharged 1 year1 year if bankruptcy was due to loss of
employment or serious long-team medical reason).  If there is 1 or 2
derogatory items after the bankruptcy has been discharged, the
customer must have 1 year of clean credit to be eligible for a loan. If
there are several, they must wait an additional 2 years2 years.
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Pre-Occupancy Counseling
q Determine How Long It Will Take To

Purchase a Home:    (con’t.)
l  6 Months: Only 1-2 derogatories in the previous 12 months.

Savings account established or down payment assistance (if
applicable) ** If bankruptcy, see notes under bankruptcy.

l  7-9 Months:  No late payments in the previous 12 months.  Less
than $2,000 in outstanding collections, charge-offs, liens/judgements.
Sufficient income to pay debt within time frame. **If bankruptcy, see
notes under bankruptcy.

l  10-15 Months : Some recent late payments. Less than $5,000 in
outstanding collections, charge-offs, liens/judgements.
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Pre-Occupancy Counseling
q Determine How Long It Will Take To

Purchase a Home:    (con’t.)

l  16-24 Months: Recent late payments. More than $5,000 in
outstanding collections, charge-offs, liens/judgements. Sufficient
income to pay debt within time frame. **If bankruptcy, see notes
under BK.

l  25 Months or Longer: Has a Bankruptcy that was recently
discharged or has a recent *Foreclosure. Has a consistent history of
derogatory credit.
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Pre-Occupancy Counseling
q Keeping the Customer Enthusiastic

and Motivated:

l  Being CourteousCourteous
l  Show InterestInterest / Follow-up
l  KnowledgeableKnowledgeable
l  BelieveBelieve Them / Believe in what we’re doing
l  PurposePurpose
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Pre-Occupancy Counseling
q Keeping the Customers Enthusiasm UP

and Motivated:   (con’t.)

l  Communication

Ø Reinforce how important communication is with
you and their LOAN OFFICERLOAN OFFICER.

Ø Reinforce just because they have filled out an
application and provided copies of paperwork, does
NOT mean they are Guaranteed a Mortgage Loan,
(go over the process again if necessary).



Pre-Occupancy Counseling

THANK YOUTHANK YOU

for your time and participation infor your time and participation in
today’s session oftoday’s session of

Pre-Occupancy CounselingPre-Occupancy Counseling
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Pre-Occupancy Counseling

Communication:
Is the most important part of the ______________ ________ ______________

Listening:
Group Participation

• The greatest destroyer : _____ _______

• The customer is initially afraid of _________
• The customer is afraid of making a ___________
• The customer is afraid of being _____ _____
• The customer is afraid of _______________ ______
• The customer is afraid of losing _________
• The customer’s fear is based on bad ________ _________________
• The customer’s fear is based on _________ __________ _________________
• The customer’s fear is based on _______________

• ______ is created by the pictures we paint with the _________ that we use.

• Cost _________ __________________
• Down Payment _____________ ___________________
• Monthly Payment _____________ _____________________
• Buy _________ _______ ________
• Problem ____________/___________________
• Objections _________ _____ ________________
• Cheaper __________ ____________________

Who Is The Ideal Person?
• Affordability: ______________ Income to Purchase a Home
• Credit Issues: ________
• Commitment: They are  ___________ about becoming a Home Owner
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Who Is The COMMON Person?
• Affordability: _______________ Income to Purchase a Home
• Credit Issues: ______ ______________, _________________, ____________________
• Commitment: They want to buy a home, but because of their credit issues they feel it’s

__________________.
• Knowledge:  They don’t know where to __________.

Explain The Process:
• Run a credit report: Indicates a ______________ _______________towards financial

obligations.  If no established credit, they will need alternate credit
• Fill out a budget.
• They need to have adequate and __________ income to repay the loan.
• They need to have adequate _________for the down payment and closing costs.
• Loan needs to be approved by ______ and the _____________.

What To Look For:
• What credit issues do they have? Ask Questions: ______, _________, _____ __________
• How long have they been on their current job? Must have ___ year history in the same

field.
• Where do want to purchase a home?___________ _________ or ______ ___________?
• Do they have a savings account?  How much in the account?
• Paperwork that will be needed.
• They must attend  __ hours of borrower counseling given by a ______ approved

Counseling Agency.

Calculating Their Income:  When Do They Get Paid?
• If you have any annual income, divide by ____
• Weekly: Multiplying weekly income by ____, and then dividing by 12
• By-Weekly: Multiplying bi-weekly income by ____, and then dividing by 12
• Hourly: Multiplying hourly income by the _________ of hours worked per week, then

multiplying that result by ____, and finally dividing by 12
• Overtime and bonus: Must have a _____ ________history and the employer must

verify the overtime or bonus will in all probability continue.  Then and only then can
the income be counted towards qualifying.

• Part-Time: Income or Second Job income may be used ____it can be verified as having
been uninterrupted for the previous _____ years ______ ____ it has a strong likelihood
of continuation.
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Pre-Qualifier Form:
• Establish Maximum Loan Amount
• Go Over Credit Issues
• Go Over Budget, Spending Habits, Savings, Down Payment and Closing Cost.

Determine How Long It Will Take To Purchase A Home:
• Foreclosure: Must wait __ years after a foreclosure to be eligible for a mortgage loan.  The

inability to sell a house due to transferring from one area to another or divorce is not a
good reason nor is it an extenuating circumstance.

• Bankruptcy: Must be discharged for ___ years to be eligible for a mortgage loan.
(Discharged ___ year if bankruptcy was due to loss of employment or for serious long-
term medical reason).  If there is 1 or 2 derogatory items after a bankruptcy has been
discharged, the customer must have 1 year of clean credit to be eligible for a mortgage
loan.  If there are several, they must wait an additional ___ years.

• 6 Months: Only 1-2 derogatory in the previous 12 months.  Savings account established or
down payment assistance (if applicable). ** If Bankruptcy, see notes under Bankruptcy.

• 7-9 Months: No late payments in the previous 12 months. Less than $2,000.00 in
outstanding collections/charge off, lien/judgements.  Sufficient income to pay debt within
time frame. **If Bankruptcy, see notes under Bankruptcy.

• 10-15 Months: Some recent late payments. Less than $5,000.00 in outstanding collections,
charge-off, lien/judgements.

• 16-24 Months: Recent late payments. More than $5,000.00 in outstanding collections
charge off, lien/judgements. Sufficient income to pay debt within time frame. **If
bankruptcy, see notes under Bankruptcy.

• 25 Months or Longer: Has a Bankruptcy that was recently discharged or has a recent
Foreclosure.*  Has a consistent history of derogatory credit.

Keeping The Customer Enthusiastic and Motivated:
• Being Courteous
• Show Interest/Follow-Up
• Knowledgeable
• Believe them/Believe in what we’re doing
• Purpose
• Communication

• Reinforce how important communication is with you and their _________ __________.

• Reinforce just because they have filled out an application and given copies of paper work:
This does not mean they are ________________a Mortgage Loan (go over the process if
necessary).



PRE-QUALIFYER
This form provides for a quick estimated calculation of the maximum loan amount
a borrower may qualify for. A more detailed and accurate Pre-Qualification can be
obtained by contacting your local mortgage loan representative.

CLIENT NAME: Date:

INCOME / All incomes must be converted into a monthly dollar amount.

Mo / Income # 1 $

Mo / Income # 2 $

Mo / Income # 3 $ A $  TOTAL Mo / Income

DEBTS / All debts must be converted into a monthly dollar amount.

Mo / Debt $ Mo / Debt $

Mo / Debt $ Mo / Debt $

Mo / Debt $ Mo / Debt $

Mo / Debt $ Mo / Debt $

Mo / Debt $ Mo / Debt $ C $  TOTAL of all Mo / Debts

A X 0.41  =        B

B minus   C  =        D

MAX. monthly allowed for mortgage pmt.

Calculating Max. Loan Amount from "D"

D Divided by  = MAX. Loan Amount

Factor from table
Rate Factor 

Table Rate Factor Rate Factor

6.00 0.00600 8.00 0.00734

6.50 0.00632 8.50 0.00769

7.00 0.00665 9.00 0.00805

7.50 0.00699 9.50 0.00841

IMPORTANT NOTE: This form assumes Property Taxes and Hazard Insurance will NOT be included in the payment. Since this form makes

that assumption - the calculation for determining the maximum mortgage amount that could be qualified for does not take into consideration

Property Taxes or Hazard Insurance. If these items are to be included into the total mortgage payment, this form should not be used.

You should contact your local loan representative to help you calculate maximum loan amount with taxes and insurance included.

Things to know about using this PQ form.
1. Income should be calculated using the standard 
mortgage loan method.
2. Debts should be calculated using all monthly 
installments and revolving debt should be reduced 
to their minumum monthly requirement.
3. "D" only calculates principal and interest 
payment and DOES NOT include any property 
taxes or insurance that may be required. 

Notes:
---------------------------------------
---------------------------------------
---------------------------------------
---------------------------------------
---------------------------------------
---------------------------------------
---------------------------------------
---------------------------------------
---------------------------------------
--------------------------------------

Provided by Terrie Paredes / Norwest Home Buyers Club / March 99 Pre-Qualifier Form Section 184
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PURCHASING A HOME

    WELCOME!

GOOD MORNING!
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INTRODUCTION

qCarol Wiklund
l   ABODE Consulting
ü303-986-8365
ücwiklund@bwn.net

lHOME Link
lParalegal
lLoan Processor
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EXPERIENCE LEVELS

0-5

6-13
14-21 MASTER

OF THE 
UNIVERSE
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OVERVIEW

qWhat Will I Do In The Next 1-1/2 Hours?

llTalk Very Fast!Talk Very Fast!
llTechniquesTechniques
llTalesTales
llToolsTools
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OVERVIEW

qMATERIALS
lTOO MUCH !?

qTAKE NOTES
lLOTS!

qPLAGIARIZE!
lGO AHEAD!
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INTRODUCTION

qJEOPARDY!
lPresentation Board
lFile Folders
lPrinted Dollar Amounts
lPrinted Answers
lBells
lScorekeeper
lPrizes
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OVERVIEW
qTwelve Steps To Home Ownership -

 Part One
lI Want To Buy A House!
lHome Ownership Education Program
lHome Ownership Counseling
lEliminate Barriers or Ready To Buy
lFinancing/Loan Application
lPre-Approval/Credit-Only Approval
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OVERVIEW
qTwelve Steps To Home Ownership -

Part Two
lHouse Hunting
lPurchase Agreement
lProperty Inspections
lFinal Loan Approval
lClosing
lMOVE-IN!
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Training Tips
qAdult Learners

üCultural Diversity
üLiteracy Issues
üAnswer The Questions: WHY? HOW? WHAT?
üEmphasize How They Can Apply What Happens
üFocus on “Real World” Problems
üRelate Materials to Their Past Experiences
üClarify Your Expectations
üUse Open-Ended Questions
üStraight-Forward, “How-To” Content
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TRAINING TIPS
lPre- Post- Tests
üWhat they know before and after the class
üPost-tests more positive approach

lGames
üBingo
üJeopardy
üAlphabet Review
üHousing Priority Game

lVideos
l“AAHAA” Sheet
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TRAINING TIPS

qENCOURAGE
qEDUCATE
qEMPOWER
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UNDERSTANDING MORTGAGES

qA MORTGAGE - WHAT IS IT?
lLien On Property
lCollateral
lDocument that gives the Lender the right

to foreclose in the event of default
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UNDERSTANDING MORTGAGES

qA MORTGAGE - WHEN IS IT VALID?
lAfter it is signed
lAfter it is recorded
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UNDERSTANDING MORTGAGES

qA MORTGAGE - WHERE DO I GET IT?
lAt the Closing Table
lA few weeks after the document is recorded

it will arrive via registered mail
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FINDING A LENDER

q WHO ARE THEY?
lMortgage Banking Companies
lMortgage Companies
lCredit Unions
lNon-Profits, CDC’s, State Housing Finance

Agencies
lSeller
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FINDING A LENDER

q WHAT DO THEY HAVE TO OFFER?
lConventional
lFHA
lVA
lSpecial Products
lContract For Deed
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FINDING A LENDER
q WHERE DO I FIND THEM?
l Realtor Referral
l Banks, Credit Unions
lNon-profits, State Housing Finance Agencies
lMortgage Brokers
lNewspapers
l Friends
l CLOs - Computer Loan Origination Systems
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FINDING A LENDER

q WHEN DO I SEE THEM?
lAFTER homeownership education classes,

counseling, and elimination of barriers

lBefore working with a Realtor



Shared Visions: Summit I, Sponsored by HUD 19

FINDING A LENDER

q  HOW TO COMPARE THEM?
lMortgage Loan Comparison Worksheet
üAPR - Annual Percentage Rate

– interest rate
– points
– mortgage broker fees
– other fees
– ask for it before application
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FINDING A LENDER
üsimilar loan products with the same loan amount
üup-front points and fees
üsettlement costs

– appraisal
– credit report
– mortgage insurance
– title insurance
– loan processing
– document preparation
– underwriting
– flood certification
– origination fee
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FINDING A LENDER

qCOMPARE:
l30 yr fixed, $100,000 loan
üLoan A = APR 8.35%
üLoan B = APR 8.65%
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FINDING A LENDER

qCOMPARE:
l30 yr fixed, $100,000 @ 8%
üLoan A: 2 pts ($2000) + lender costs $1800
üLoan B: 2 1/4 pts ($2250) + lender costs

$1200

lCONSIDER:
ühow long will you live there
ütax situation



Shared Visions: Summit I, Sponsored by HUD 23

LAND OWNERSHIP STATUS

lLending program requirements and
processing procedures depend on how land
is held
lLand In Indian Area
üArea in which a Tribal Housing Entity is

authorized to provide housing
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LAND OWNERSHIP STATUS

qTRIBAL TRUST LAND
lLand or interest in land held in trust by the

U.S. Government (BIA) for a Tribe
üLand may not be encumbered or alienated

(leasehold)
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LAND OWNERSHIP STATUS

qTRIBAL TRUST LAND
lMortgage Lending
üLeasehold interest must be established

between borrower and tribe
üBIA approval required to lease
üParties to lease: BIA, Tribe, Borrower

– HUD approval/review
– Preferably at time of Tribe approval
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LAND OWNERSHIP STATUS

qTRIBAL TRUST LAND
lLeasing Tribal Trust Land
l184 Lease Requirements
ü50 year term
üNo termination without HUD approval
üLessee can mortgage the leasehold
üForeclosure is allowed
üNo transfer or assignment of leasehold interest

without HUD/Tribe approval
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LAND OWNERSHIP STATUS

qFEE SIMPLE LAND
lEstate in land
lAbsolute and unrestricted
üSell, rent or dispose without hinderance
üPass interest to heirs, upon death

lAKA: Fee Patent
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LAND OWNERSHIP STATUS

qFEE SIMPLE LAND
l184 Mortgage Lending
üLease not required
üTitle policy required
üProperty must be in area designated Indian

Operating Area
üNo other financing available (NAHASDA

requirement)
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LAND OWNERSHIP STATUS

qINDIVIDUAL ALLOTTED TRUST LANDS
lLand or interest in land held in trust by the U.S.

Government (BIA) for an individual Indian
üTribe has no interest in land
üSubject to restrictions against alienation or

encumbrances
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LAND OWNERSHIP STATUS

qINDIVIDUAL ALLOTTED TRUST LANDS
l184 Mortgage Lending
üLease not required
üBIA approval required
üFractionated ownership
üTitle Status Report
üForeclosure can result in loss of land
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THE LOAN APPLICATION

qREAL ESTATE SETTLEMENT
PROCEDURES ACT  (RESPA)
lConsumer Protection Act
lAdministered by HUD
lEnacted in 1974; expanded in 1992
lRequires disclosures re: nature & cost of

the real estate transaction
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LOAN APPLICATION

lProhibits
ügiving or taking a fee, kickback, or anything of

value due to referral to specific person or
organization
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LOAN APPLICATION

qWHAT HOUSING COUNSELORS
NEED TO KNOW ABOUT RESPA
lProducts from at least three different

lenders should be presented to the
counseling client
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LOAN APPLICATION

lAny compensation to the counseling
agency should be the same no matter
which lender’s product was chosen
lPayment for counseling should be

reasonable related to services actually
performed, not based on the amount of
loan business referred to the lender
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LOAN APPLICATION

qThese three conditions appear to be
helpful BENCHMARKS when considering
the appropriateness of fees paid to
counseling agencies
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LOAN APPLICATION

qWHAT IS THE LENDER’S PERSPECTIVE?
lAre they going to get their money back!
lRISK Evaluation
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LOAN APPLICATION

qLENDER’S PERSPECTIVE
lRISK = EXPOSURE TO LOSS
lImportant to explain the lenders’ position
üIt is a business
üRelate the idea of risk based on personal

experiences or community experiences
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LOAN APPLICATION

qLENDER’S PERSPECTIVE
lSecondary Market - Underwriting Guidelines
lMost loans sold on Secondary Market
lSome loans held in Portfolio
lRatios
lLTV
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LOAN APPLICATION

lSECONDARY MARKET
üFederal National Mortgage Association - FNMA -

“Fannie Mae”
üFederal Home Loan Mortgage Corporation - FHLMC -

“Freddie Mac”
üGovernment National Mortgage Association - GNMA -

“Ginnie Mae”
üCousin - “Sallie Mae” - SLMA - Student Loans
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FIVE C’S OF CREDIT

qCREDIT
lDo you pay bills regularly and on time?

qCAPACITY
lIs your income high enough and debt low

enough?

qCAPITAL
lDo you have money for down payment and

closing costs?
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FIVE C’S OF CREDIT

qCHARACTER
lHas your income been steady?

qCOLLATERAL
lIs your house worth what you’re paying for

it?
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LOAN APPLICATION

qRATIOS
laka: CAPACITY, AFFORDABILITY
lFront Ratio
üMaximum Housing (PITI)

lBack Ratio
üMaximum Housing Plus Long Term Debt
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LOAN APPLICATION
       EXAMPLE

DEBT TO INCOME RATIO - FHA

     $1,400.        x        29%     =       $406.
(GROSS Monthly Income) (FRONT Ratio)    (MAXIMUM PITI)

    $1,400.         x       41%      =       $574.
(BACK Ratio) (MAXIMUM PITI PLUS LT Debt)

    $574.    Maximum PITI Plus Long Term Debt

            -$406.   Maximum PITI

             $168.   Maximum Long Term Debt
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LOAN APPLICATION

lConventional
ü28/36

lFHA
ü29/41

lVA
ü41 (Plus regional minimum residual income)

lSpecial Programs
üVarious ratios: 35/41, 33/38, 31/41, 38/38, etc.



Shared Visions: Summit I, Sponsored by HUD 45

LOAN APPLICATION

lCOMPENSATING FACTORS
üReasons to exceed ratios

– Excellent Credit History
– Conservative Use of Credit
– Substantial Liquid Assets/Savings
– Low LTV
– Little or No INCREASE in Housing Expense
– Do Not Apply If Unsatisfactory Credit
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LOAN APPLICATION

qqLLOAN TTO VVALUE
laka: LTV, Collateral
lLoans Limited to VALUE of Property
lLoan Balance Owed vs. Appraised Value
lDecribed as a Percentage
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LOAN APPLICATION

EXAMPLE
LOAN TO VALUE

Purchase Price = $100,000.

Loan Program Requires 5% Down Payment
$100,000. X 5% = $5,000.

Loan Amount = $95,000.
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LOAN APPLICATION
EXERCISE

How Much Downpayment is needed to buy a house that
cost $97,900.?  And What is the Loan Amount for Each?

DownPayment Loan Amount

… at 97% LTV  =

… at 95% LTV  =

… at 80% LTV  =

… at 75% LTV  =
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LOAN APPLICATION

qMORTGAGE INSURANCE
lPRIVATE MORTGAGE INSURANCE
lMORTGAGE INSURANCE PREMIUM
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LOAN APPLICATION

qqPPRIVATE MMORTGAGE IINSURANCE
l Financial Guarantee Against Loss From Default
l Insures Lender
l Borrower Pays One-Year Premium At Closing
ü 1% of Loan Amount

l .5% Collected Monthly (PITI)
lMonthly Premium Payments - Higher
l Conventional Loans
l Requires 5% Downpayment (3/2 Programs)
l Removed After LTV Is 80%
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LOAN APPLICATION

HOW DOES 
PRIVATE MORTGAGE INSURANCE 

BROADEN A BORROWER’S OPTIONS?
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LOAN APPLICATION
Without Mortgage Insurance
        $50,000 Home

With Mortgage Insurance
      $100,000. Home

$10,000. or 
20% Downpayment

$10,000. or 
10% Downpayment



Shared Visions: Summit I, Sponsored by HUD 53

LOAN APPLICATION

qBORROWER’S OPTIONS WITH PMIPMI
l$10,000. Down Payment
lIncome and Credit MUST Meet Guidelines
l10% Down = $100,000. Home
l10% Down = $75,000. Home
ü$2,500. Remains

– Decorating
– Major Appliances
– Furniture
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LOAN APPLICATION

qqMMORTGAGE IINSURANCE PPREMIUM
lGovernment Insured Against Loss From Default
l Insures Lender
l Premium Is Financed
ü 2.50% - 1.75% of Base Mortgage

l .5% Collected Monthly (PITI)
l FHA Loans
l Continues For The Life Of The Loan
l< 5% Downpayment
l Base Mortgage vs. Loan Amount
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LOAN APPLICATION

Maximum Mortgage       1.0225 = Maximum Sales Price
           1.0200
                1.1750

÷

MIPMIP CALCULATION
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LOAN APPLICATION

q BEBE
PREPARED!PREPARED!
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BE PREPARED!

qLANDLORD/MANAGEMENT      
COMPANY NOTICE
lLease Requirements
ücancellation notice

– written or verbal
– 30, 60, 90 days

üsecurity deposit
ütransfer of keys
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BE PREPARED!

qEveryone involved in buying the home
must attend the Loan Application



Shared Visions: Summit I, Sponsored by HUD 59

BE PREPARED!

qAPPLICATION FEES
lCredit Report $40. - $60.
lAppraisal Fee $250. - $600.

lNON-REFUNDABLE (even if loan is denied)

lPaid at the time of application
lCredit-Only Approval: only the credit

report fee is collected at the time of
application
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LOAN APPLICATION

qPREQUALIFICATION
lNo verification necessary
lNo written commitment
l“Informal” opinion
lNot binding
lLoan Application not completed
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LOAN APPLICATION

qPREAPPROVAL
lVerifications necessary
lWritten Commitment
l“Formal” opinion
lBinding
lLoan Application Completed



Shared Visions: Summit I, Sponsored by HUD 62

LOAN APPLICATION

qUNIFORM RESIDENTIAL LOAN
APPLICATION - “THE 1003”
lSection I - Type of Mortgage and Terms of

      Loan
lSection II - Property Information and  

       Purpose of Loan
lSection III - Borrower Information
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LOAN APPLICATION
lSection IV - Employment Information
lSection V - Monthly Income and Combined

       Housing Expense Information
lSection VI - Assets and Liabilities
lSection VII - Details of Transaction
lSection VIII - Declarations
lSection IX - Acknowledgements & Agreement
lSection X - Information for Government  

      Monitoring
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LOAN APPLICATION
qSection I - Type of Mortgage  

       Terms of Loan
lConventional, FHA, VA, FmHA, Other
lAmount of Loan
lInterest Rate
l360, 300, 240, or 180 months
lFixed Rate, ARM, GPM, Other
lLender and Agency Case Numbers
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LOAN APPLICATION

qSection II - Property Information
     Purpose of Loan

lSubject Property
üaddress
ünumber of units
üyear built

lLegal Decription
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LOAN APPLICATION
lPurpose of Loan
üPurchase
üRefinance
üConstruction
üConstruction-Permanent

lProperty will be:
üPrimary Residence
üSecondary Residence
üInvestment
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LOAN APPLICATION

lTitle will be held:
üLegal Name(s)
üSole Ownership
üJoint Tenancy
üTenancy-In-Common
üFee Simple
üLeasehold
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LOAN APPLICATION

lSource of Downpayment
üSavings
üGift
üGrant
üLoan
üEtc.
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LOAN APPLICATION

qSection III - Borrower Information
lName(s) Borrower and Co-Borrower
l Social Security Number
lHome Phone
l Age & Years in School
lMarital Status
lDependents: How many & ages
l Current Address & Length of Residency
l Previous Address(es)-if current address is less than 2 years
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LOAN APPLICATION

q DOCUMENTS TO VERIFY
BORROWER INFORMATION
lSocial Security Card
lComplete Divorce Decree(s)
lLandlord or management company names

and addresses
lDates of residency
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LOAN APPLICATION

qSection IV - EMPLOYMENT INFORMATION
l Employers’ Name(s) & Address(es)-for the past 2 yrs.
l Self Employed
l Years on the Job & Years in the Profession
l Position/Title
l Business Phone
lDates of Employment
lMonthly Income
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LOAN APPLICATION

qDOCUMENTS TO VERIFY
EMPLOYMENT INFORMATION
lName & address of each employer for the

past 2 years
lDates of employment for the past 2 years
lGross Monthly Wages
lSeasonal Employment
lUnion Member
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LOAN APPLICATION

lEmployment Gaps
üWritten Explanation
üCertified Transcripts
üMedical Documents
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LOAN APPLICATION

lSELF EMPLOYED
üCurrent Year-to-Date Profit and Loss Statement
üComplete Income Tax Returns for the past 2

years (include all schedules)
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LOAN APPLICATION

qSection V - MONTHLY INCOME & 
HOUSING EXPENSE INFORMATION
lIncome
üGross Monthly Income
üOvertime
üBonuses
üCommissions
üBenefit Income
üChild Support/Maintenance
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LOAN APPLICATION

INCOME CALCULATION FORMULA

$__________  X _________ X 52 weeks         12 months = $_______________
    $ per hour # hours/week                          GROSS Income/Month

÷
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LOAN APPLICATION

lHousing Expenses
üPresent
üProposed
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LOAN APPLICATION

qDOCUMENTS TO VERIFY
MONTHLY INCOME & HOUSING EXPENSES

lPay Stubs
üOne month
üCurrent

lIncome Tax Returns
üFEDERAL only
üTWO years
üALL W-2 forms
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LOAN APPLICATION

lChild Support and/or Maintenance
üComplete Divorce Decree with amendments
üCourt Records or Canceled Checks (front and

back) for at least the past 12 months
üBank Statements for 12 months
üNo Disclosure, No “Qualifying” Income
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LOAN APPLICATION

lBenefit Income
üAward Letter
üLast Payment Received
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LOAN APPLICATION

lHousing Expenses
üLease(s)
üRent Receipts (at least 12 months)
üCancelled Checks (front & back)
üPurchase Agreement
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LOAN APPLICATION

qSECTION VI - ASSETS
lCash Deposit
lBank(s), Credit Unions, etc.
lStocks & Bonds
lLife Insurance - net cash value & face amount
lReal Estate Owned
lVested Interest in Retirement Funds
lNet Worth of Business(es) Owned
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LOAN APPLICATION

lAutomobiles Owned (make & year)
lOther Assets
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LOAN APPLICATION
q  Documents To Verify Assets
lCash Deposit
üPurchase Agreement
üCopy of Earnest Money Check

lBank Statements
ücurrent 3 months
üall checking and savings accounts

– name & adress of each bank
– all accounts numbers
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LOAN APPLICATION

lStocks & Bonds
ücurrent statement(s)
üname & number of shares
ütype & value of bonds

lLife Insurance
ünet cash value
üface amount
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LOAN APPLICATION

lReal Estate Owned
üproperty address
üstatus of property

– sold
– pending sale
– rental

ütype of property
– single family
– duplex
– commercial
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LOAN APPLICATION

üpresent market value
üamount of mortgages & liens
ügross rental income
ümortgage payments
üinsurance, taxes, maintenance, misc. payments
ünet rental income
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LOAN APPLICATION

lVested Interest In Retirement Funds
ü401K statement(s)
üPension Plan statement(s)
üMoney Market statement(s)

lNet Worth of Business(es) Owned
üAudited Financial Statement(s)
üFederal Income Tax Returns

– complete forms for all schedules
– past 3 years
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LOAN APPLICATION

lAutomobiles Owned
ümake
üyear
üvalue

lOther Assets
üMotorcycle
üCamper/Motor Home
üBoat, Trailer, Motor
üCollectibles
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LOAN APPLICATION

qSECTION VI - LIABILITIES
lCreditors
lChild Support/Maintenance Payments
lJob Related Expenses
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LOAN APPLICATION

q DOCUMENTS TO VERIFY LIABILITIES
lCreditors
üname(s) & address(es)
üaccount numbers
ümonthly payments
üunpaid balance
ücurrent statement(s)
ücredit report
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LOAN APPLICATION

lChild Support/Maintenance Payments
üdivorce decree(s) & amendments
üCourt Report of payments

lJob Related Expenses
üchild care

– monthly payment
– name & address of provider

üunion dues
üuniforms
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LOAN APPLICATION
qSECTION VII - DETAILS OF TRANSACTION

q Lender completes this section
l Purchase Price
l Alterations, Improvements, Repairs
l Land (if acquired separately)
l Refinance (incl. debts to be paid)
l Estimated Prepaid Items
l Estimated Closing Costs
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LOAN APPLICATION
l PMI, MIP, Funding Fee
lDiscount (if Borrower will pay)
l Total Costs
l Subordinate Financing
l Borrower’s Closing Costs Paid By Seller
lOther Credits
l Loan Amount
l PMI, MIP, Funding Fee Financed
l Loan Amount
l Cash From Borrower
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LOAN APPLICATION

qSECTION VIII - DECLARATIONS
lQuestions
ürequires yes/no responses
üborrower & co-borrower(s) respond
üsome “yes” responses require detailed, written

explanations
– judgments
– bankruptcy
– foreclosure
– lawsuit
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LOAN APPLICATION

– Default/Delinquency on Loans
• Small Business Association
• Home Improvement
• Educational
• Manufactured/Mobile Home
• Federal Debt

– Child Support/Maintenance Obligation
– Borrowed Down Payment
– Co-signer on a Note
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LOAN APPLICATION
üU.S. Citizen
üPermanent Resident Alien
üProperty is Primary Residence
üOwnership Interest in Property in the past 3 yrs

– type of property
• principal residence
• second home
• investment property

– title held
• solely
• jointly with spouse
• jointly with another person
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LOAN APPLICATION
qSECTION IX - ACKNOWLEDGEMENT

    & AGREEMENT
qTHE UNDERSIGNED ACKNOWLEDGES:
l the loan will be secured by a first mortgage or deed of trust
l the property will not be used for illegal or prohibited purposes
l all statements in application are made to obtain a loan
l occupation of property as indicated above: primary, investment,

etc.
l verifications may be obtained at any time by the lender &

original of application retained by lender
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LOAN APPLICATION

l borrower has obligation to amend, supplement, & update
information on application prior to closing

l if loan becomes delinquent lender can report to a credit
reporting agency

l loan may be transferred to successor or assign of lender
without notice to borrower ;  and/or administration of loan
may be transferred to an agent. successor or assign of the
lender with prior notice to borrower

l lender makes no representations or warranties, express or
implied, regarding the condition or the value of the property
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LOAN APPLICATION

lCertification
üinformation is correct
ümisrepresentation results in civil liability and/or

criminal penalties
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LOAN APPLICATION

qSECTION X - GOVERNMENT MONITORING
lRequested by Federal Government
lLender Compliance
üECOA - Equal Credit Opportunity Act
üFair Housing Act
üHome Mortgage Disclosure Act -HMDA
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LOAN APPLICATION

lRace/National Origin
lSex

qIf the above information is not
furnished, it will be determined by
visual observation or surname.
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LOAN APPLICATION

qOther Information Needed at Application
lDriver’s License or other form of picture identification
l Resident Alien Card/”Green Card”
l Certificate of Eligibility and DD214 for VA
l Purchase Agreement and other documents from Realtor
lNew Construction: Plans and Specs
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LOAN APPLICATION
qDocuments From Lender
lMust be received at the time of application, or

within three days after the application is taken
lSettlement Procedures and You
lTruth-In-Lending Disclosure  (TIL)
lGood Faith Estimate  (GFE)
lTransfer of Servicing
lVerification Documents
lBlanket Authorization Form
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LOAN APPLICATION
q     SETTLEMENT PROCEDURES       

     AND YOU
lRequired to be provided within three (3) business

days of application
lPublished by HUD
lConcise, consumer friendly guidance
lavailable on the Web at

http://www.hud.gov/fha/res/sfhrestc.html
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LOAN APPLICATION

qTRUTH-IN-LENDING DISCLOSURE
(TIL)

lAnnual Percentage Rate
lAmount Financed
lFinance Charge
lTotal of Payments
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LOAN APPLICATION

qGOOD FAITH ESTIMATE  (GFE)
l“Estimates” the costs to close the loan
üLender’s Fees
üTitle Company Fees
üGovernment Fees
üPrepaids
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LOAN APPLICATION

qTRANSFER FOR SERVICING
lLender’s intent regarding servicing of the

loan after closing
lWhat percentage of loans have been

transferred in the past
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LOAN APPLICATION

qVERIFICATION DOCUMENTS
lBorrower signature needed
üon each Verification
üBlanket Authorization Form

lVerification Of:
üDeposits (VOD)
üRent (VOR)
üEmployment (VOE)



Shared Visions: Summit I, Sponsored by HUD 110

LOAN APPLICATION

qLOCK-IN AGREEMENT
PRICE PROTECTED APPLICATION
ELECTION
lSecures an interest rate for 30-90 days
lSigned after property is obtained
lUsually, no changes made if rate is lower

during the 30-90 day period
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LOAN APPLICATION

qPOINTS, DISCOUNTS, BROKER FEES,
OR NEW LOAN FEES
lIncrease the YIELD (Rate of Return)
lOne Point = 1% of loan amount
lFewer Points = higher interest rate
lMore Points = lower interest rate
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THE CLOSING

I  Lost My Home Twice
because of

    TITLE DEFECTS
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THE CLOSING

q HISTORY LESSON
lTom Lincoln - Abe’s Dad
ülost two homesteads in Kentucky

– someone had a better claim to his property
– sued as a tresspasser

ümoved to Indiana
– government land
– clear title
– “right kind of papers”
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THE CLOSING

lLand Title Insurance Companies
üfirst established in 1876
üdeveloped out of land owners anxiety and losses
üprotect against

– forgeries
– faulty surveys
– hidden liens
– conveyances by a minor or mentally incompetent person
– false representation of a married person as being single
– and others
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THE CLOSING

qTITLE INSURANCE COMPANY
lTitle Insurance
lTitle Examination
lClosing Services
lAbstract Services
lEscrow Services
lConstruction Disbursements
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THE CLOSING

qHOLDING TITLE TO A PROPERTY
l“Concept” of Real Estate Ownership
lBundle of Rights
ü…to use & occupy
ü…to excavate minerals
ü…to add improvements
ü…to rent to someone else
ü...to sell it
ü…to leave it to someone in your will
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THE CLOSING
qTITLE INSURANCE -WHAT?
l Protection against hazards of title

qTITLE INSURANCE - WHY?
l To safeguard against loss arising from hazards and

defects already existing in the title.

qTITLE INSURANCE - HOW?
l Financial protection through negotiation with third parties
l Payment for defending an attack on title
l Payment of claims
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THE CLOSING

qTYPES of TITLE INSURANCE
lLENDER’S/MORTGAGEE’S POLICY
lOWNER’S/MORTGAGOR’S POLICY



Shared Visions: Summit I, Sponsored by HUD 119

THE CLOSING

qLENDER’S
l Protects Lender’s

Interest
l Insured for amount

of loan
l Required
lOne-Time Fee

charged to Buyer

qOWNER’S
l Protects Owner’s

Interest
l Insured for the value

of property
lOptional
lOne-Time Fee

charged to Buyer



Shared Visions: Summit I, Sponsored by HUD 120

THE CLOSING

qTITLE EXAMINATION
lAbstract or Torrens Examined
lExamination by Title Company or Attorney
lMarketable Title
üFree and Clear of Encumbrances

– “clouds on title”
– easements
– liens
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THE CLOSING
qABSTRACT
l Complete History of

property
l Entire Abstract is

examined
lOriginal kept by Owner
l Expensive to Replace
lNo surrender to record

documents

qTORRENS Certificate
l Current Owner’s History
l RPA is examined
lOriginal kept at County
lOwner’s Duplicate kept

by Owner
l Less expensive to

replace
lMust be surrended to

record documents
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THE CLOSING
q ENCUMBRANCES
lEasements
ügives someone who is not the owner of the

property, the right to use the property for a
specific reason
üno legal access to and from your property
üutility and drainage
ürestrictive covenants
üencroachment
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THE CLOSING

l Liens
üplaced against the property to enforce payment

of a debt
ütaxes
ümortgage
üjudgments
ühomeowners associations
ümechanic’s liens



Shared Visions: Summit I, Sponsored by HUD 124

THE CLOSING

lSomeone Else Owns an Interest due to:
üforgery, fraud, or impersonation
üdefective recording of documents
üduress, incompetency, or incapacity
üunknown leases, contracts, or options
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CLOSING

q“THE CLOSING”
lTransfer of Ownership
lLending of Money
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CLOSING

q BE  BE  
PREPARED!PREPARED!
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BE PREPARED!

q    Preparations For Closing
lMONEY
üCashier’s or Certified Check
üAmount on GFE
üMade out to yourself
üEndorsed to title company
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BE PREPARED!

lHOMEOWNERS  INSURANCE
üBinder

– commitment to provide insurance

üReceipt
– one year, paid in full

üLoss Payee Clause for the Lender
üName, address & phone number for Insurance

Agent
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BE PREPARED!

lIDENTIFICATION
üDriver’s License - Picture ID
üSocial Security Card
üAddresses of all places of residence

for the past 10 years
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BE PREPARED!

qASK QUESTIONS!
qREAD THE CLOSING

DOCUMENTS!
qKEEP DOCUMENTS IN A SAFE,

FIRE-PROOF PLACE.
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THE CLOSING

q THE CLOSING
lAfter Loan Approval
lSchedule the following
üwalk through inspection

– before closing date/after seller moves out
– good condition
– personal property
– repairs completed
– new repairs - escrow account set up @ closing
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THE CLOSING

üUtilities
– change to your name
– gas, electric, water, telephone, trash removal,

newspaper

üLocks
– hire locksmith to change all locks
– recode alarm system
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THE CLOSING
qWHO IS INVOLVED IN THE CLOSING?
lBuyer(s)
üBuyer’s Attorney

lSeller(s)
üSeller’s Attorney

lTitle Company Closer
lReal Estate Agent
lLender
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THE CLOSING

qWHAT DOCUMENTS ARE INVOLVED?
lSettlement Statement (HUD I)
lTruth-In-Lending Disclosure
lMortgage
lPromissory Note
lWarranty Deed
lAffidavits
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THE CLOSING

qSettlement Statement (HUD I)
lCorresponds with GFE
lSome items POC - Paid Outside Of Closing
lItemization of Costs
lSummary of Transaction
lKeep This Document
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THE CLOSING

qTruth-In-Lending Disclosure
lFinal Disclosure
lAPR =
lFinance Charge
lAmount Financed =
lTotal of Payments
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THE CLOSING
qMortgage
lCollateral for the Promissory Note
lDefault = Foreclosure
lBlank Spaces
üdate
üname(s)
üamount of loan
üinterest rate
üdue date (15, 20, 25, 30 years)
ülegal description
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THE CLOSING

lSignature
üwill sign more than one
üoriginal signature copies need to be filed

lPrinted Form
üno changes in language
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THE CLOSING
qPromissory Note
lPromise To Repay the Loan
lBlank Spaces  NOTE
üdate  IOU 
üloan amount
üinterest rate
üdue date
ümonthly P&I
ülate charges

lSignature - once
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THE CLOSING

qWarranty Deed DEED

lOriginal recorded
ücopy received at closing

lOriginal sent via Registered Mail
lProof of Ownership
üTransfer ownership from Seller to Buyer
üKeep in safe, fire-proof place
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THE CLOSING
qAffidavits
lNon-Identity
üname search reveals judgments or liens
ücommon names affected
üverify and validate that you are who you say

you are
ü10 years of residency

lCooperation
ümistakes = return to sign again
üfalse info = criminal penalties
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THE CLOSING

CONGRATULATIONS!
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CONCLUSION

q “THE TELLING TALE OF TRAINING”
lTELL THEM WHAT YOU’RE GOING TO TELL THEM
lTELL THEM ---
lTHEN, TELL THEM WHAT YOU TOLD THEM
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CONCLUSION

qRECRUIT
lLOAN OFFICERS/LOAN PROCESSORS
lTILE INSURANCE COMPANY

REPRESENTATIVE/CLOSER
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CONCLUSION

qEXPERIENCE THE PROCESS YOURSELF
l“Shadow” Loan Officer
l“Shadow” Loan Processor
l“Shadow” Title Insurance Company Closer
lAttend a Closing
lCurrent Rules and Regs
üFannie Mae (www.fanniemae.org)
üHUD/FHA (www.hud.gov)

qEXPERIENCE THE PROCESS YOURSELF
ll“Shadow”“Shadow” Loan Officer
ll“Shadow”“Shadow” Loan Processor
ll“Shadow”“Shadow” Title Insurance Company Closer
lAttend a Closing
lCurrent Rules and Regs
üFannie Mae (www.fanniemae.org)
üHUD/FHA (www.hud.gov)
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CONCLUSION

qMATERIALS
lMANUAL
lHANDOUTS
lHOMEWORK
lCOMICS
lGAMES
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CONCLUSION

qRESPECT
lListen To and Respect Their Opinions
lTreat Everyone In An Adult-Like Manner
lTalk WITH Them, Not At Them
lServe Food
lTake Pictures
lCertificates Of Completion
lHave Fun
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CONCLUSION

TELLTELL ME AND I WILL FORGETFORGET;

TEACHTEACH ME AND I WILL REMEMBERREMEMBER;

INVOLVEINVOLVE ME AND I WILL LEARNLEARN.
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RESOURCES
NeighborWorks
Neighborhood Reinvestment Corporation
www.nw.org

Enterprise Foundation
www.enterprisefoundation.org

American Homeowner Education and Counseling Institute - AHECI
www.aheci.org
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RESOURCES
Fannie Mae
www.fanniemae.org

HUD/FHA
www.hud.gov

HUD Mortgagee Letters  1976-1999
www.hud.gov/fha/mletters/mltrmenu.html











































































































VISION STATEMENTVISION STATEMENT

First time, low and  moderateFirst time, low and  moderate
income, minority and immigrantincome, minority and immigrant
home buyers and homeownershome buyers and homeowners

believe thatbelieve that
 Norwest Mortgage provides  Norwest Mortgage provides 

them the greatest value for theirthem the greatest value for their
 mortgage financing investment mortgage financing investment

in home ownership and thatin home ownership and that
 they act on that belief. they act on that belief.

AFFORDABLE HOUSINGAFFORDABLE HOUSING



IDEAL PERSONIDEAL PERSON

-Sufficient Income To Purchase-Sufficient Income To Purchase
Home.Home.

-Able To Resolve Within 1 Year.-Able To Resolve Within 1 Year.

 -Their Serious About Buying A -Their Serious About Buying A
Home.Home.

AffordabilityAffordability

CommitmentCommitment

Credit IssuesCredit Issues

We’ll analyze each members situation andWe’ll analyze each members situation and
develop and plan to turn the memberdevelop and plan to turn the member

into a qualified buyer.into a qualified buyer.

Norwest MortgageNorwest Mortgage HomeBuyers HomeBuyers Club Club TMTM



OUR PRIMARY GOAL IS TOOUR PRIMARY GOAL IS TO
- PROVIDE- PROVIDE

Credit ResolutionCredit Resolution

Personalized CounselingPersonalized Counseling

Assistance In Budgeting AndAssistance In Budgeting And
SavingSaving
( ( Establish And Learn Budgeting Establish And Learn Budgeting 
And Savings Skills.And Savings Skills. ) )

( ( If Needed If Needed ) ) 
- - With The Help Of With The Help Of 
Special Programs AdministrationSpecial Programs Administration
Payment Assistance.Payment Assistance.

44  Hours Of Borrower CounselingHours Of Borrower Counseling
( ( HUD Approved HUD Approved ))
Lower One Time M.I.P.Lower One Time M.I.P.

Norwest MortgageNorwest Mortgage HomeBuyers HomeBuyers Club Club TMTM



Once The File IsOnce The File Is
Pre-ApprovedPre-Approved

Underwriter Reviews TheUnderwriter Reviews The
Members Credit HistoryMembers Credit History

AndAnd
Overall Qualifying Ability.Overall Qualifying Ability.

HBCHBC
Will Submit ToWill Submit To
UnderwritingUnderwriting

For Pre-Approval.For Pre-Approval.

Norwest MortgageNorwest Mortgage HomeBuyers HomeBuyers Club Club TMTM

WHEN THE FILE IS READYWHEN THE FILE IS READY



Multi-lingual CapabilitiesMulti-lingual Capabilities

Credit Counselors are fluent in:Credit Counselors are fluent in:

SpanishSpanish

ChineseChinese

JapaneseJapanese

PortuguesePortuguese

TagalogTagalog

FrenchFrench

Norwest MortgageNorwest Mortgage HomeBuyers HomeBuyers Club Club TMTM



                                            NORWEST MORTGAGE HOMEBUYERS CLUB
                                                         CREDIT RATING GUIDELINES

Each Norwest Mortgage HomeBuyers Club Member is given a credit rating based on their credit
report. The following information is used as a guideline in making the determination.
The ratings are as follows:

    ••      Rating 0: Inactive
Referral has been received by HBC; member has not returned all documentation requested in
the starter kit .

    ••      Rating 1:  0 mos. – 6 mos.
Only 1 to 2 derogatory in the previous 12 months.  Savings account established or down payment
assistance (if applicable).    **If Bankruptcy, see footnote.

    ••      Rating 2:  7 mos. – 9 mos.
 No late payments in the previous 12 months.  Less than $2,000.00 in outstanding
 collections/charge off, lien/judgements.  Sufficient income to pay debt within time frame.
 **If Bankruptcy, see footnote.

    •      Rating 3:  10 mos. – 15 mos.
               Some recent late payments. Less than $5,000.00 in outstanding collections, charge-offs,

 lien/judgements.

    ••      Rating 4:  16 mos. – 24 mos.
Recent late payments. More than $5,000.00 in outstanding collections, charge-offs,
lien/judgements.  Sufficient income to pay debt within time frame.  **If Bankruptcy, see
footnote.

    •      Rating 5:  25 mos. or longer
Has a bankruptcy that was recently discharged or has a recent foreclosure.*  Has a consistent
history of derogatory credit.

    •      Rating 6:  Branch underwriting decline

    •      Rating 7:   Pre-Approval loan

    ••      Rating 8:   Funded loan

             *Foreclosure: Must wait 3 years after a foreclosure to be eligible for a mortgage loan, however an
               exception may be granted if the foreclosure was due to extenuating circumstances beyond the
               borrower’s control (such as the death of the principal wage earner; loss of employment due to
               factory closing, reductions-in-force, etc., or serious long-term illness) and the borrower has since
               established good credit. Extenuating circumstances do not include the inability to sell a house
               due to transferring from one area to another or Divorce.

           **Bankruptcy must be discharged for 2 years to be eligible for a mortgage loan. (discharged 1 year
               if bankruptcy was due to loss of employment or for serious long-term medical reasons).  If there

is 1or 2 derogatory items after an bankruptcy has been discharged, the member must have 1 year
of clean credit to be eligible for a mortgage loan. If there are several, they must wait an additional
2 years.
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PRE-QUALIFYER
This form provides for a quick estimated calculation of the maximum loan amount
a borrower may qualify for. A more detailed and accurate Pre-Qualification can be
obtained by contacting your local mortgage loan representative.

CLIENT NAME: Date:

INCOME / All incomes must be converted into a monthly dollar amount.

Mo / Income # 1 $

Mo / Income # 2 $

Mo / Income # 3 $ A $  TOTAL Mo / Income

DEBTS / All debts must be converted into a monthly dollar amount.

Mo / Debt $ Mo / Debt $

Mo / Debt $ Mo / Debt $

Mo / Debt $ Mo / Debt $

Mo / Debt $ Mo / Debt $

Mo / Debt $ Mo / Debt $ C $  TOTAL of all Mo / Debts

A X 0.41  =        B

B minus   C  =        D

MAX. monthly allowed for mortgage pmt.

Calculating Max. Loan Amount from "D"

D Divided by  = MAX. Loan Amount

Factor from table
Rate Factor 

Table Rate Factor Rate Factor

6.00 0.00600 8.00 0.00734

6.50 0.00632 8.50 0.00769

7.00 0.00665 9.00 0.00805

7.50 0.00699 9.50 0.00841

IMPORTANT NOTE: This form assumes Property Taxes and Hazard Insurance will NOT be included in the payment. Since this form makes

that assumption - the calculation for determining the maximum mortgage amount that could be qualified for does not take into consideration

Property Taxes or Hazard Insurance. If these items are to be included into the total mortgage payment, this form should not be used.

You should contact your local loan representative to help you calculate maximum loan amount with taxes and insurance included.

Things to know about using this PQ form.
1. Income should be calculated using the standard 
mortgage loan method.
2. Debts should be calculated using all monthly 
installments and revolving debt should be reduced 
to their minumum monthly requirement.
3. "D" only calculates Principal and Interest pmt. 
and DOES NOT include any property Taxes or 
Insurance that may be required. 

Notes:
---------------------------------------
---------------------------------------
---------------------------------------
---------------------------------------
---------------------------------------
---------------------------------------
---------------------------------------
---------------------------------------
---------------------------------------
--------------------------------------

Provided by Terrie Paredes / Norwest Home Buyers Club / March 99 HBC Pre-Qual Form





Shared Visions: Summit I, Sponsored by HUD 1

Chickasaw Nation  Housing Programs

q  Current Programs

l “37” HOP “Homeownership Opportunity Program”
l  “98” HOP “Homeownership Opportunity Program”
l  “98” CHOP “Chickasaw Homeownership Opportunity Program”
l  Chuka Chukmasi “Beautiful Home”
l  LEAP “Lease Purchase Program”
l  “37” RAP “Rental Assistance Program”
l  Seniors
l  “98” RAP “Rental Assistance Program”
l  CHIP “Chickasaw Housing Improvement Program”
l  HIP “Housing Improvement Program”
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Chickasaw Nation Housing Management Staff

Documentation Coordinator

Housing Inspector

Certification Specialist

Certification Specialist

Certification Specialist

Certification Specialist

Admissions Specialist

A & C Clerk II

Admission & Certification Section Head

Woodbrook DEP Tutor

Woodbrook DEP Coordinator

Latta DEP Tutor

Latta DEP Coordinator

Ardmore DEP Clerk II

Ardmore DEP Coordinator

Drug Elimination Program Section Head

Education & Training Coordinator

Housing Counselor

Loan Processor

Housing Services Section Head

Duncan Housing Manager

Duncan Housing Specialist

Housing Manager

Housing Manager

Housing Manager

Housing Manager

Ardmore Office Clerk II

Ardmore Housing Manager

Ardmore Housing Manager

Chickasaw Towers Manager

Housing Management Section Head

Director of Housing Management Services
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Chickasaw Nation
Participant Training Requirements

q  Homeownership Programs
l  “37” HOP “Homeownership Opportunity Program”
ü  Pre-purchase Counseling (required)
ü  Post Purchase Counseling (optional)
ü  Credit Counseling (optional)

l  “98” HOP “Homeownership Opportunity Program”
ü  Pre-purchase Counseling (required)
ü  Post Purchase Counseling (required)
ü  Credit Counseling (optional)
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Chickasaw Nation
Participant Training Requirements

l  “98” CHOP “Chickasaw Homeownership Opportunity Program
ü  Pre-purchase Counseling (required)
ü  Post Purchase Counseling (required)
ü  Credit Counseling (optional)

l  Chuka Chukmasi “Beautiful Home”
ü  Pre-purchase Counseling (required)
ü  Post Purchase Counseling (required)
ü  Credit Counseling (optional)
ü  Early Intervention Counseling (active)
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Chickasaw Nation
Participant Training Requirements

l  LEAP “Lease Purchase Program”
ü  Pre-purchase Counseling (required)
ü  Post Purchase Counseling (required)
ü  Credit Counseling (optional)
ü  Early Intervention (active)

q  Rental Programs
l  “37” RAP “Rental Assistance Program”
ü  Pre-purchase Counseling (N/A)
ü  Post Purchase Counseling (N/A)
ü  Credit Counseling (optional)
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Chickasaw Nation
Participant Training Requirements

l  SENIORS
ü  Pre-purchase Counseling (N/A)
ü  Post Purchase Counseling (N/A)
ü  Credit Counseling (optional)

l  “98” RAP “Rental Assistance Program”
ü Pre-purchase Counseling (N/A)
ü  Post Purchase Counseling (N/A)
ü  Credit Counseling (optional)
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Chickasaw Nation
Participant Training Requirements

q  Rehabilitation Program
l  CHIP “Chickasaw Housing Improvement Program”
ü  Pre-purchase Counseling (N/A)
ü  Post Purchase Counseling (N/A)
ü  Credit Counseling (optional)

l  HIP “Housing Improvement Program”
ü  Pre-purchase Counseling (N/A)
ü  Post Purchase Counseling (N/A)
ü  Credit Counseling (optional)
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Chickasaw Nation Homebuyer Training

q   Pre-purchase
l  Pros and Cons of Homeownership
l  Three Typical Roadblocks
l  Dollars and Sense
ü  What is income:  worksheet
ü  What are debts:  worksheet
ü  Credit

–  most common credit questions
–  no credit
–  bad credit
–  in depth credit counseling
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Chickasaw Nation Homebuyer Training

l  Moving Forward:  needs vs wants worksheet
l  Summing it Up:
ü  Refer to income and debt worksheet
ü  Pre-qualification:  worksheet
ü  How much will my home cost:  worksheet based on sq. ft. pricing

of needs vs wants worksheet
ü  What are my monthly payments

l  Paper Tiger
ü  Loan Application
ü  Forms
ü Documentation
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Chickasaw Nation Homebuyer Training

l  Stages of a Completed Application and Time Frames
ü  Verifications
ü  Additional documents/forms
ü  Unanswered questions
ü  Underwriting
ü  Submission
ü  Approval, Referral, Options

l  Test
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Chickasaw Nation Homebuyer Training

q  Post-purchase
l  Settling In
l  Love thy Neighbor
l  Maintenance
l  Keep Your Budget in Line
l  Home Safety Tips
l  Your House File
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Chickasaw Nation Homebuyer Training

q  Financial Responsibilities:  Early Intervention and
Delinquency Control
l  Repayment
l  Early Intervention
ü  Borrower Contact
ü  Our Monitoring
ü  Extensive Credit Counseling

l  Change in Financial Status
ü  e.g. Marriage/Divorce or Death, Medical

l  Delinquency
l  Default
l  Alternatives to Foreclosure
l  Effect of Default/Foreclosure on programs
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Chickasaw Nation Credit Counseling

q  Credit
l  Most Common Questions
l  TRW, Equifax and Experion
l  Credit Scoring

q  Short Term (6 months or less)
l  Clear Incorrect Credit Entries
l  Build Credit File
l  Document Payments to Landlords, Utilities, Etc.
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Chickasaw Nation Credit Counseling

q  Medium Term (6-12 months)
l  For those who have 12 months or less until a bankruptcy, etc.

is less than two years
l  For those who have collections or derogatory remarks

paid/removed in 12 months or less

q  Long Term (12+ months) Review for LEAP Program
l  For those who have a recent bankruptcy
l  For those who have a recent or on-going consumer credit

counseling plan
l  For those who will have a majority of issues resolved within 2

to 3 years
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Chickasaw Nation Credit Counseling

q  Credit Repositories

q  Budgeting and Money Management

q  Sample Form Letters



Sample Organizational Assessment Form

Shared Visions:
The Native American Homeownership, Legal

and Economic Development Summit I

Excellence Profile

Responses are to be scored as follows:

0 = Not doing or no evidence showing this competency or skill
1 = Some evidence or demonstration of this competency or skill
2 = High level of competency or skill

Management and Organization Section

0     1     2 1.  Is there a formal strategic/business plan that clearly describes
the Housing Authority’s mission, business and how the Housing
Authority’s plans on operating?

0     1     2 2.  Does the plan address short and long range goals and
objectives?

0     1     2 3.  Does the plan include identified strategies, tactics and
measurements of success (metrics)?

0     1     2 4.  Is there a core management group involved in reviewing the
business plan at least annually?

0     1     2 5.  Is there an organizational chart, and is it current and
documented?

0     1     2 6.  Are all key functions adequately staffed?

0     1     2 7.  Is the Housing Authority structured to accomplish its mission?

0     1     2 8.  Are staff, management and/or board problem solving meetings
held on a regular basis?

0     1     2 9.  Management and staff relationships are at a high level of
interpersonal and operational effectiveness.



Sample Organizational Assessment Form

2

Finance Section

0     1     2 10.  Is there a financial measurement system in place?

0     1     2 11.  Are there adequate internal fiscal monitoring controls and
tools?

0     1     2 12.  Does the Housing Authority’s prepare annual financial plans?

0     1     2 13.  Does the measurement system show trends?

0     1     2 14.  Does the Housing Authority conduct periodic (at least
quarterly) review of financial plans?

0     1     2 15.  Are pro-forma analysis developed and utilized?

0     1     2 16.  Does the Housing Authority (TDHE) and the authorizing body
(Tribal Council or Government) have an oversight agreement that
adequately protects the Housing Authority?

0     1     2 17.  Is the financial strength of the Housing Authority’s sound?

Human Resources

0     1     2 18. Is there a formal employee development plan?

0     1     2 19.  Does management have an employee suggestion process?

0     1     2 20.  Is the Housing Authority implementing continuous
improvement strategies (TQM, Reengineering, Quality  Systems)?

0     1     2 21.  Is the Housing Authority’s using team building techniques
or training in the use of teams?

0     1     2 22.  Does the human resources, or personnel department generate
and maintain employee evaluation plans and individual
classifications?

0     1     2 23.  Has the Housing Authority completed a human resources
assessment since 1994 (last 5 years)?

0     1     2 24.  Does the Housing Authority conduct formal skills assessments
of its employees?



Organizational Assessment - Excellence Profile

3

0     1     2 25.  Have employee salary (rewards) and benefits have been
analyzed and compared with industry and regional standards?

Information Technology and MIS

0     1     2 26.  Are adequate and appropriate information technology and
management information systems and in place?

0     1     2 27.  Have staff been trained in the use and management of these
systems?

Quality

0     1     2 28.  Does the Housing Authority have a formal, documented
quality program?

0     1     2 29.  Do any of the Housing Authority’s subsidiaries, suppliers, or
partners, have a formal, documented quality program?

0     1     2 30.  Are quality reports regularly presented to and monitored by
the Housing Authority’s management and Board of
Commissioners?

Board Development

0     1     2 31.  Does the Board actively participate in long range planning
strategies and make decisions regarding program development?

0     1     2 32.  Does the Board receive adequate and periodic training.

0     1     2 33.  Does the Board meet on a regular basis and is the board
actively involved in the overall management (“big picture” - not
micromanagement) of the organization.

0     1     2 34.  Does the Board anually review and approve a long range
strategic or business plan?
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Building an Effective Organization

THE BASICS!
Dick La Fever

ICF Kaiser

Shared Visions:  The Native American
Homeownership, Legal and Economic

Development Summit I
Chicago, IL
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Building an Effective Organization

THE BASICS:
q Your Housing Authority exists Your Housing Authority exists 

because you have people and because you have people and 
communities that need housing andcommunities that need housing and
housing related projects.housing related projects.

qq Values, Vision, Mission, Goals. Values, Vision, Mission, Goals.
qq Strategic Plan, Business Plan and the Strategic Plan, Business Plan and the

Indian Housing Plan.Indian Housing Plan.
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Building an Effective Organization

“Basically the first half of the business
plan is geared toward helping develop
and support a solid business
strategy.......the second half of the
business plan is largely to execute your
selected business strategy.”

“The Complete Business Plan”, Bob Adams (p. 3)
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Building an Effective Organization

AGENDA
q Define an effective organization.
q Learn the 10 characteristics of an

effective organization.
q Score your housing authority’s  

Excellence Profile.
q Moving forward - Strategies for getting

your housing authority moving!
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Building an Effective Organization

q What is an effective organization?
q 10 characteristics of an effective 

organization.
q Relationship between your strategic 

plan, business plan and your IHP.
q Is your Housing Authority up to the 

challenge?
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Building an Effective Organization

 Overview
q What is an effective organization?

What do you think?  (Small group
discussion).
Be ready to give at least one characteristicBe ready to give at least one characteristic
from your small group.  One person fromfrom your small group.  One person from
your group will be the spokespersonyour group will be the spokesperson
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Building an Effective Organization

 General Principles of Community Economic
Development- Creating Your Strategic
Plan...…
qCommunity Involvement

1.  Individuals, organizations, institutions, all
areas of community profile must be
represented.
2.  Must be inter-racial, intergenerational, and
represent the diversity of the community.
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Building an Effective Organization
 Conditions for Change

q Vision
q Felt need for change
q Skilled leadership needed
q Openness
qWillingness for both short and long range 

goals, risks, and "staying the course”
q Budget/money
q Recognition of success needed
q Failure is viewed as a step towards success
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Building an Effective Organization

 Future Trends
q  Self Determination and Empowerment of People
q  Total Quality Management (TQM) Processes
q  Empowerment of Employees
q  Greater Collaboration and Interdependence
q  Changing Power Bases
q  Further Polarization of Diverse Groups
q  Rights of the Individual
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Building an Effective Organization

 Changing Work Force
q Greater Complexities of Society
q Decreasing and or/ “Shifting” Federal Funds

and Programs
q Decreasing State Funds and Programs
q Greater Economic and Political Clout of 

Native Americans
q Greater Community and Local Control
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Building an Effective Organization

Admin Ass't

Community Development
Administrator

Rehab
Administrator

Enterprise Funds
Administrator

Chief Financial
Officer

CEO

Board of Commissioners

Tribal Government

People

Traditional Organizational Chart
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Building an Effective Organization

10 Characteristics of an Effective Org.
1.  Built on values.......

Culturally relevant!Culturally relevant!
2.  Is visionary.....
3.  Has a definite mission....
4.  Is goal oriented....
5.  Has an implementation plan....
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Building an Effective Organization

10 Characteristics (Cont.)
6.  Empowers employees....
7.  Has measurable outcomes....
8.  Celebrates successes....
9.  Communicates with all  

stakeholders constantly!....
10. Continuously improving....
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Building an Effective Organization

 Assessing Your Resources
q People - Talent & expertise.
q Time - Devoted to building your 

organization, grant writing, 
community building.

q Available funding - Traditional and 
alternative sources.

q Creative capacity!
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Building an Effective Organization
Assessing Your Resources

q Building effective partnerships, 
alliances and networks:

l Who else can help you achieve your 
goals?

l Create synergy within your community?
l Mobilize a community Future Search 

Conference!
l Think outside the “box”!
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Building an Effective Organization
 Excellence Profile

Scoring (Random scoring scale)Scoring (Random scoring scale)
 0 - 12   0 - 12  You’re in need of immediate help!You’re in need of immediate help!

  13 - 25    13 - 25  You’re treading water!You’re treading water!
  26 - 38   26 - 38 You’re on your way!You’re on your way!
  39 - 51   39 - 51 Good going! You’re on your way!Good going! You’re on your way!
  52 - 64    52 - 64  You’re an excellence leader!You’re an excellence leader!
  65 +  65 + MajorMajor Pow Pow Wow held in your  Wow held in your 

honor!honor!
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Building an Effective Organization

The Next Steps: Follow Through
q The role of the Board of Directors.
q Developing a strategic/business plan.
q Commit to EXCELLENCE!
q Develop networks, alliances and 

partnerships..... 1 + 3 = 51 + 3 = 5
q Become a life long learner.

Never quit!
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Building an Effective Organization
Role of the Board of Commissioners
q Support long range planning.
q Represent all the people.  Special interests 

have no place at the table!
q Are life long learners!
q Listen to the people!
q Provide direction and leadership!
q Moderate the “local politics”!
q Understand NHASADA!



Shared Visions: Summit I, Sponsored by HUD 19

Building an Effective Organization
Empowering Employees

q Involved in long range planning.
q Operate within uniform, fair and consistent 

personnel policies and procedures.
q Are fairly paid with good benefits.
q Training & development opportunities exist.
q Timely, two way performance feedback, and

coaching.
q Holistic working environment!
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Building an Effective Organization
Empowering Employees

q Link strategic plan/business plan with 
performance management system.

q Create buy-in and support through the use 
of self managed teams.

q Communicate, communicate, communicate!
q Create opportunities for advancement.
q Recognize, celebrate and reward employees.
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Building an Effective Organization

Where to Get More Information
q Call Dick La Fever at 1-800-249-9061

or e-mail:consultcli@compuserve.com
P.O. Box 102279
Anchorage, Alaska  99510-2279

or contact
q ICF Kaiser Attention:  Marsha Tonkovich

9300 Lee Highway
Fairfax, Virginia 22031
Phone:703-218-2611 FAX:934-3156
e-mail: mtonkovich@icfkaiser.com
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Building an Effective Organization

“Only the stones remain“Only the stones remain
on earth forever, useon earth forever, use
your best abilities”your best abilities”

John Stands In Timber
Northern Cheyenne Elder
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Overview of Presentation

1. Background on White House Initiative

2. Building a “One-Stop Mortgage Center”

3. Using ONAP Community Builders

4. Discussion of the REAL WORLD
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1. Background on

White House Initiative
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Clinton’s Executive Memorandum

qAnnounced at White House Conference
on “Building Economic Self-
Determination in Indian Communities”
on August 6, 1998.
qDirected Secretaries of HUD and

Treasury to streamline mortgage
lending process in Indian country.
lOne-Stop Mortgage Center Initiative
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Federal Government Partners

qHUD
qTreasury
qInterior
qBIA
qUSDA
qVeterans Affairs
qDOJ -- Office of

Tribal Justice

qFederal Bank
Regulators --
Fed/OCC/FDIC/OTS

qFederal Housing
Finance Board
qNeighborhood

Reinvestment Corp.
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Tribal Partners

qNavajo Nation
(Arizona, New Mexico, Utah)

qPine Ridge Reservation
(South Dakota)
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Private Partners

qLenders
qAppraisers
qDevelopers
qContractors
qUtilities Providers
qFannie Mae
qFreddie Mac

qAmerind
q National American

Indian Housing Council
q North American Native

Bankers Association
q Inter Tribal Council of

Arizona
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Objectives of Initiative

qSimplify mortgage lending process
qShorten time period to obtain mortgage

loan
qIncrease access to government

guaranteed AND conventional mortgage
loans
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Principles of Initiative

qNot “top-down”
qEmbraces tribal sovereignty
qReinforces federal trust responsibility
qPromotes partnerships
lPublic/Private
lFederal/Local

qReinvents federal and tribal government
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Initiative Work Groups

qVariances in Federal Programs
qLand and Legal Issues
qEducation and Creditworthiness Issues
qPrivate Providers
qLocal Working Groups
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Products of Initiative

qRecommendations Report -- May 1999
qFederal legislative proposals
qSeries of interagency implementation

projects
qAdministrative and policy changes
qSuggestions for tribal reforms
qFinal report to President -- May 2000



Shared Visions: Summit I, Sponsored by HUD 12

Report Recommendations

qStreamline federal and tribal processes
qCatalyze private market
qImprove institutional development to

build local capacity
qDevelop and distribute educational

materials for homebuyers, lenders,
private providers and fed/tribal gov’t
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2. Building a “One-Stop

Mortgage Center”
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Building Local Capacity

qBenefits of local intermediaries
lBridge between lenders, tribal government,

and homebuyers
lAdvocate for reforms at local level
lEducation, education, and education
lLink to builders and real estate market
lSensitive to local, cultural issues
lFocal point for homeownership
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Multiple Points of Entry

OFF-RESERVATION
q Real estate agent
q Lender
q Builder

ON-RESERVATION
q Lender
q Builder
q Tribal government
l Local chapter
l Land department
l TDHE

q Non-profit entity
q BIA
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Who can be a One-Stop Mortgage Center?

qIndian community-based non-profits
qTribally designated housing entities

(TDHEs)
qRegional or local housing authorities
qOther tribal government organizations
qTribal colleges
qCommunity development corporations
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What functions do they perform?

q Homebuyer/lender
education

q Loan packaging
q Gap financing
q Downpayment

assistance
q Process navigation
q Housing stock
q Leveraging funds
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Homebuyer Education

qPre- and post-homeownership
counseling
qLong-term and short-term credit

counseling
qFinancial literacy
qEarly intervention
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Lender Education

qTribal laws and
ordinances
qCultural issues
qLand classifications
qBIA and tribal

approval processes
qTitle Status Reports
qLoan products
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Education of Private Providers

qContractors
qArchitects
qAppraisers
qInsurance agents
qUtilities providers
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3. Using ONAP

Community Builders
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Role of Community Builders

qServe as front
door to HUD
qOutreach to tribal

govts/TDHEs
qBuild partnerships
qPromote innovation

through NAHASDA

HUD
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4. Discussion of the

REAL WORLD
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One-Stop Mortgage Centers:
Building Local Capacity to Promote Homeownership in Indian Communities

(3/29/99 DRAFT)

EXECUTIVE SUMMARY

This report summarizes the recommendations of the One-Stop Mortgage Center Initiative
task force, which was created in response to an Executive Memorandum from President Clinton
directing the Secretaries of Housing and Urban Development and the Treasury to promote
homeownership in Indian country.  The task force will organize implementation work groups to
execute these recommendations over the next year.  It will issue its final report to the President by
May 2000.

The One-Stop Mortgage Center Initiative task force developed these recommendations
through four work groups and local pilot sites at the Navajo Nation and the Oglala Sioux Nation.
The task force researched barriers to mortgage lending in four areas:  variances in federal
programs, land issues, creditworthiness and education issues, and the need for private providers.
The work groups included representatives from the federal government, tribal governments and
the private sector.

The intent of this White House initiative is to increase local capacity to improve Indian
communities’ abilities to support private mortgage markets through tribal self-determination.
The task force seeks to achieve this goal by recommending that the federal government fund a
national Native American housing intermediary.  Other specific recommendations include:

A. REINVENT MORTGAGE LENDING PROCESS IN INDIAN COUNTRY

1. Develop and distribute mortgage process flow chart.

2. Standardize documents for federal loan programs.

3. Streamline the approval process for tribes to provide their tribal members access to
loan programs.

4. Develop streamlined realty review standard for mortgage loans in Indian country.

5. Develop streamlined credit review standard for mortgages secured by allotted land
(individual trust).

6. Standardize “median income” definition.

7. Streamline environmental review requirements.

8. Expedite the process to obtain homesite leases of trust land.
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9. Protect trust status of  individual trust land used as collateral for mortgage loans.

10. Minimize barriers to homeownership caused by “fractionalization.”

11. Expedite the Title Status Report process.

12. Explore improvements to the federal housing loan guarantee products.

Tribal Reinvention Issues

1. Streamline tribal process to obtain homesite lease on tribal trust land.

2. Promote Land-Use Planning

3. Develop legal infrastructure.

B. CATALYZE THE PRIVATE MORTGAGE MARKET

1. Improve training and outreach to lenders and tribes regarding mortgage lending programs.

2. Improve the appraisal process for housing in Indian Country.

3. Promote the development of private real estate markets in Indian country.

4. Increase the availability of title insurance and homeowners insurance on Indian land.

5. Provide all benefits of homeownership to homeowners on Indian land.

6. Promote the involvement of the secondary market participants in Indian country.

7. Promote the involvement of lenders in Indian country.

8. Determine the feasibility of an IDA program for Indian country.

C.  INSTITUTIONAL DEVELOPMENT FOR INDIAN COUNTRY

1. Build capacity at the local level.

2. Fund national Native American housing intermediary.

D. EDUCATION AND INFORMATION DISTRIBUTION
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1. Develop curricula for homeownership and financial literacy education in Indian country.

2. Establish mechanism for marketing and disseminating educational products and programs.

3. Establish a national resource center at an Indian-based organization to serve as a
clearinghouse for information.
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PART I -- INTRODUCTION

For many years, American Indians and Alaska Native communities have encountered
barriers to financing for homeownership in Indian country.  Residents of Indian reservations
seeking to acquire mortgage loans are required to obtain approval from federal, tribal, and local
agencies as well as private providers1 in disparate locations.  Those entities have been operating
with little, if any, coordination making it significantly more difficult for residents to obtain
financing for homes on an Indian reservation.  In addition, private lenders must learn to work with
issues stemming from trust land status, such as using a leasehold interest as collateral for a
mortgage, and they must become familiar with tribal governments and laws.

A. Executive Memorandum

To address these problems, President Clinton issued an Executive Memorandum on
August 6, 1998, directing the Secretaries of Housing and Urban Development (HUD) and
Treasury to work together with local tribal governments and other federal agencies to streamline
the mortgage lending process on Indian reservations.  In response to the President’s Executive
Memorandum, HUD and Treasury, in consultation with the Department of Interior, created the
One-Stop Mortgage Center Initiative interagency task force. 2

This interagency task force, in partnership with local tribal governments, is providing the
umbrella leadership necessary to coordinate the activities of numerous federal and tribal agencies
to help make the mortgage process more user-friendly to consumers and more attractive to
private lenders.  The specific objectives of the initiative are to:

• Simplify the mortgage lending process in Indian country;
• Shorten the time periods for residents of Indian country to obtain a mortgage loan; and
• Increase access to government guaranteed and conventional mortgages in Indian

country.

This report identifies barriers that limit homeownership opportunities in Indian
country, makes recommendations for actions to address the barriers, and presents an action plan
to implement the recommendations.  Through a pilot program on the Navajo Nation and another
on the Pine Ridge Reservation, the One-Stop Mortgage Center Initiative will begin a series of
projects to help bolster the local capacity of Indian communities across the country to promote a
mortgage lending market.  Specifically, the initiative recommends identifying a source of funding
for the creation of a “Native American National Homeownership Intermediary” that would serve
as a national resource center to support a national network of Indian community-based
organizations.  Though this initiative cannot mandate that lenders do business in Indian country or
that tribal members accept mainstream credit culture, it can facilitate improvements to the process

                                                       
1  “Private providers” could include lenders, contractors, appraisers, inspectors, insurance agents, surveyors,
architects, etc.

2  Jackie Johnson, HUD Deputy Assistant Secretary for the Office of Native American Programs, and Michael Barr,
Treasury Deputy Assistant Secretary for Community Development Policy, co-chair the initiative.
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by helping to educate all of the parties and by getting the federal government appropriately
involved or out of the way.

B. Background

Last year, in the Executive Order on Consultation and Coordination with Indian Tribal Governments,
President Clinton explained:

Since the formation of the Union, the United States has recognized Indian tribes as
domestic dependent nations under its protection.  In treaties, our Nation has
guaranteed the right of Indian tribes to self-government.  . . .  Indian tribes exercise
inherent sovereign powers over their members and territory. . . .

Exec. Order 13084 (1998).  In 1790, Congress enacted the Indian Non-Intercourse Act prohibiting
anyone from acquiring land from Indian tribes without federal government approval.  In the early years
of the Republic, to protect Indian tribes and avoid disputes, the President appointed commissioners to
negotiate with tribes to acquire land through treaties, which were ratified by the Senate.  The treaties
also demarcated Indian reservation boundaries, and under Federal law, the United States typically held
legal title to reservation lands in trust for the benefit of the tribe.  These lands are referred to as "tribal
trust lands" and even today, they may not be alienated without congressional consent.

In the 1880s, Congress enacted the General Allotment Act to promote farming among Indians
by dividing some reservation lands among individual tribal members in 160 or 320 acre parcels, with
other lands sold as surplus.  The resulting individual allotments that were made to tribal members are
now commonly referred to as "individual Indian trust lands" or "individual allotted lands."  These
lands may only be sold with the approval of the Secretary of the Interior, and trust lands are not subject
to state real estate taxes.  25 U.S.C. §§ 348, 462.  In theory, the restrictions on alienation of the
individual Indian trust lands were intended to preserve Indian lands from passing out of Indian
ownership.

Yet, many Indian reservations were dramatically reduced through "sales" of surplus lands over
Indian objections, fraudulent transactions involving individual allotments, or forced transfer of the trust
land into fee simple status, with subsequent loss through state tax sales.  During the Allotment period
from 1887 to 1934, American Indian landholdings in the lower 48 states dropped from 138 million
acres to 48 million acres, leaving most reservation Indians in poverty.  In 1934, the Indian
Reorganization Act halted further allotment of tribal lands.

Today, under that Act, the Indian Land Consolidation Act, and other legislation, tribal
governments are working to consolidate or rebuild the tribal land base to preserve reservations as
"permanent homes," in accordance with treaty pledges.  25 U.S.C. § 465; see e.g., Treaty with the
Sioux, Art. 15; 15 Stat. 635 (1868).  As the President explained at the White House "Building
Economic Self-Determination in Indian Communities" Conference on August 6, 1998, the treaties are
"solemn" pacts.  While our Nation "did not live up to its side of the bargain in the past, we can and we
must honor [those pacts] today and into that new millennium."
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Outside of Indian country, private landholders throughout the United States hold title to their
land in fee simple status3, which simply means that the landowner holds both the legal and equitable
title to the land.  Accordingly, private landowners may mortgage or sell their land on their own
initiative.  The real estate market has grown up around such transactions, and is thriving in today's
climate of low-interest mortgage financing.

To accommodate the policy of preserving Indian lands while also promoting homeownership,
Congress authorized the Secretary of the Interior to approve mortgages of individual Indian trust lands.
"For the purposes of any foreclosure or sale proceeding" under such a mortgage, the land is treated as
unrestricted fee simple land and may be foreclosed under applicable state or tribal law.  25 U.S.C. §
483a.  And, Congress recently authorized Indian tribes, with the approval of the Secretary, to lease
tribal trust lands for housing purposes for 50 year periods.  This enables individual residential leasees to
obtain leasehold mortgages.  Some tribes are now planning master leases for residential sub-divisions in
Indian reservation towns to reduce transaction costs for individual Indian homebuyers.

Yet, few reservation Indians are able to obtain mortgage loans on the private market.  Because
governmental approvals are required for mortgages of individual Indian lands and leases of tribal trust
lands, reservation Indians incur higher transaction costs to get a mortgage, and most realtors and real
estate financing agencies are not used to transacting business on Indian trust lands.  Accordingly,
federal mortgage and lending agencies must work together to make the most of guaranteed mortgage
programs, and seek to promote more private participation in the conventional home mortgage market
on Indian lands.

C. Homeownership in Indian Country

The U.S. Department of Housing and Urban Development is the lead federal agency
responsible for the provision of housing and community development assistance to Indian tribes,
and tribal members.  Although the Public Housing program was established in 1937 with the
enactment of the United States Housing Act, Indian tribes were not eligible for funding until
1961, when the Public Housing Administration (HUD’s predecessor agency) administratively
determined that Indian tribes had the legal authority to establish, pursuant to tribal law, Indian
housing authorities (IHAs) to develop and operate low-income housing projects on reservations
and other areas subject to tribal jurisdiction.  With  PHA/HUD  financial assistance, from 1961
until 1996 tribally and state created IHAs provided housing assistance for thousands of Native
American families though the Mutual Help Homeownership program, Turnkey III program, and
the Low Rent program.   The enactment of the Native American Housing Assistance and Self
Determination Act of 1996 (NAHASDA) (Pub.L.104-330)  transformed the way in which HUD
provides housing assistance to Indian tribes and Native American families.  Unlike the U.S.
Housing Act programs which were competitive grants going to IHAs, NAHASDA is an annual
formula based grant that goes directly to the tribes (or their tribally designated housing entity) for
a wide range of affordable housing activities.

                                                       
3 In the state of Hawaii, however, Native Hawaiian lands are also often held in trust, with long-term leases
executed for development purposes.
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While federal and tribal public housing programs continue to play a vital role in providing
housing to very low-income residents in Indian country, the demand for homeownership through
private mortgage financing is growing.  Indian families that have found consistent, gainful
employment are exploring the possibility of homeownership because they can afford a better
quality home or because they have exceeded the eligibility requirements for federal or tribal
housing assistance.  These potential homebuyers also recognize the benefits of homeownership
such as the ability to accumulate equity in property that will appreciate over time.  In addition,
they are attracted by the opportunity to stabilize their housing costs and to benefit from tax
deductions that are not available to rental or mutual help participants.   This new demand for
conventional homeownership will continue to grow as tribal members increase their knowledge of
the benefits of homeownership, and tribal governments become more active in addressing
homeownership issues in their communities.

This development represents a shift in the concept of homeownership in Indian country.
In the past, Indian individuals generally obtained a home through federal or tribal housing
programs or by building the home themselves.  This type of homeownership provided shelter and
a place to live, but did not create any equity or value to the occupant.  Because this traditional
concept of homeownership continues to exist in Indian country, public housing programs must
continue to perform their functions.

The demand for homeownership through mortgage financing, on the other hand, is
becoming an important alternative.  As tribal economies grow, access to credit and financial
services will improve.  A private mortgage lending market is a natural progression and has the
potential to help fuel economic stability on Indian reservations.  At this point, however, the
process a potential homebuyer must go through to obtain mortgage financing has thus far stifled
the market.  According to a recent Government Accounting Office study, lenders made only 91
conventional home purchase loans to Native Americans on trust land between 1992 through 1996.
Also, the 1997 Home Mortgage Disclosure Act data showed a one percent decline in home
purchase loans to Native Americans while the rate among all other ethnic groups increased.

The One-Stop task force partly attributes these low homeownership statistics to the
complex tribal and federal approval processes that are targeted for reform by this effort.
However, without job growth and income-producing entrepreneurial activities on Indian
reservations, homeownership will remain out of reach for many – regardless of the success of the
One-Stop Mortgage Center Initiative.
To help address this need for economic opportunities on Indian reservations, the Departments of
Commerce and Interior and the Small Business Administration have developed a strategic plan for
coordinating existing Federal economic development initiatives for American Indians and Alaska
Natives.

In addition, the Department of Treasury’s Community Development Financial Institutions
(CDFI) Fund is conducting a Native American study on lending and investment practices on
reservations and throughout the United States.  The study will identify barriers to private
financing, the impact of such barriers on access to capital and credit, and create strategies to
address these barriers for Native American populations on reservations.  The study will include
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capital and credit needs for small and large businesses, consumer, and home mortgage lending.
Treasury will submit a final report to the President and Congress in the fall of 2000.

Another issue which may affect the success of homeownership initiatives in Indian country
is the lack of physical infrastructure in some communities.  Because this issue falls outside of the
scope of the One-Stop Mortgage Center Initiative, the task force did not make specific
recommendations on how to address the need for infrastructure development.  Instead, the report
underscores the need for tribal governments to work with the appropriate federal agencies and
utilities providers to incorporate infrastructure development into their comprehensive land-use
planning efforts.

D. New Approach for Federal and Tribal Governments and the Private Sector

1. Federal Government Initiatives
 
 The One-Stop Mortgage Center Initiative task force has reviewed federal and tribal
processes and programs in order to compile the following recommendations that “reinvent”
government consistent with the principles of Vice President Gore’s National Performance Review
initiative.  In an attempt to create a federal government that works better and costs less, the
recommendations seek to avoid duplication of efforts and remove unnecessary requirements to
streamline the federal approval processes, including Department of Interior review processes.
The task force also recommends identifying incentives and outreach efforts to encourage the
private sector to fill gaps in the mortgage market in Indian country.  In addition, the task force is
seeking to provide information to tribal governments about how to leverage federal resources.

 
2. Tribal Governments’ Responsibilities

As the federal agencies take on challenging reforms and new initiatives to help streamline
mortgage lending in Indian country to improve the prospects of homeownership, tribal
governments must also take steps to better the process.  Their ability to do so may vary depending
on their level of economic development.  However, all tribes now have more flexibility and
resources to address homeownership issues with the block grants through the Native American
Housing and Self-Determination Act of 1996.

As tribes build their capacity to support mortgage lending, they should consider addressing the
following areas.  First, tribal governments must help to educate their members that, along with the
many benefits of homeownership, come the responsibilities of being a loan customer.  By
facilitating the development of intermediaries that provide homeownership counseling and
important resources about how to enter the mortgage market, tribal governments can help their
tribal members meet those responsibilities.  Second, tribal governments should seek to create a
business environment in which private providers are able to furnish the services necessary to
support a private mortgage market.  In some cases, this may involve a financial commitment to
establish a downpayment assistance program or a reserve fund to repurchase property in the event
of a default.
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Third, tribal governments should develop and enhance their legal infrastructure to ensure that
the appropriate laws and ordinances are in place to support the market.  Finally, tribal
governments should ensure that their communities have the adequate physical infrastructure
necessary to support housing development, including roads, power, water, and sewer systems.
Though tribal governments may not fund these infrastructure projects, their tribal members will
benefit from tribal leadership to coordinate their development.

Each of these initiatives must originate from within tribal governments.  While the task
force seeks to provide assistance to tribal governments in developing these systems to support a
mortgage market, as sovereign nations, tribes must determine what would best serve their
members and communities.

3. Private and Nonprofit Sector Involvement

Along with federal agencies and tribal governments, private sector lenders and nonprofit
organizations have a role to play in the development of an environment conducive to stimulating
private financing.  First, they can assist tribes in the development and distribution of
homeownership counseling materials for their members through the creation of intermediaries.
Second, lenders and nonprofit organizations can reach out to tribes and tribal members with
whom they do business to educate themselves about the tribal market.  This relationship building
process will help to create a cooperative environment in which partnerships can lead to successful
lending strategies in Indian country.  Some perceived lending barriers may even dissipate once
private sector members learn more about the reservation market.  

Private lenders also have a third responsibility to articulate clearly to tribal officials their
legal requirements for a business environment.  They should be flexible in the negotiations to
determine if existing tribal legal infrastructures meet those requirements without mandating
sovereign immunity waivers.  For example, if a tribal alternative to a standardized legal
requirement exists and provides the tribe adequate enforcement over defaults and foreclosures,
private sector lenders should consider accepting it.  By engaging in these proactive steps to
facilitate mortgage lending in Indian country, private sector participants can develop productive
business relationships with tribal governments and their members.

E. One-Stop Mortgage Center Initiative Process

1. Task Force Partners

 Since  the issuance of the Presidential Memorandum, federal agencies, tribal officials and
private sector representatives have been meeting to identify barriers in the mortgage lending
process in Indian country.  The federal partners include the Department of Agriculture,
Department of Housing and Urban Development, Department of Interior, Department of Justice
(Office of Tribal Justice), Department of the Treasury, Department of Veterans Affairs, Federal
Deposit Insurance Corporation, Federal Housing Finance Board, Federal Reserve System and
Neighborhood Reinvestment Corporation.  Private partners included Fannie Mae, Freddie Mac,
National American Indian Housing Council, Amerind Financial Services Inc. and a variety of
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lenders. Tribal partners included various tribal departments of the Navajo Nation and the Oglala
Sioux Nation.  A complete list of the task force partners is contained in Appendix A.

 
2. Task Force Work Groups

 
  The task force divided into four national work groups in order to identify specific barriers

and propose recommendations.  Work Group I – Federal Agency Cooperation and Coordination
addressed how to eliminate inconsistencies between federal mortgage programs.  Work Group II –
Land Issues explored how to remove barriers associated with using trust land as collateral for
mortgage loans.  Work Group III – Creditworthiness Issues researched and made
recommendations on the need for education to promote mortgage lending in Indian country.
Work Group IV – Need for Private Partners explored how to help develop a private mortgage
industry on Indian reservations.

 3. Tribal Consultations
 

 In accordance with President Clinton’s April 29, 1994 Presidential Memorandum on
“Government-to-Government Relations with Native American Tribal Governments,” HUD and
Treasury hosted a series of consultation meetings with tribal leaders to solicit feedback on
preliminary recommendations.  These meetings occurred in Arlington, Virginia; Washington, DC;
Portland, Oregon; Minneapolis, Minnesota; Phoenix, Arizona and Denver, Colorado.  At these
meetings, tribal officials emphasized the need for federal agencies to coordinate their roles in the
mortgage lending process.  They also encourage flexibility in federal programs to allow for the
development of innovative demonstration projects on the local level.  While tribal officials
appreciated federal efforts to identify additional resources and technical assistance programs, they
stressed the need for decision-making to remain at the tribal government level.  Specific
information discussed at these tribal consultation meetings will be forwarded to the
implementation groups formed as a result of the recommendations.

4. Local Pilots

In addition to the work groups at the federal level, local work groups at the Navajo
Nation and Pine Ridge reservations contributed to the report’s recommendations.   These pilot
programs are seeking to integrate reforms in the federal processes with private markets on the
local level. They served as the basis for determining the practicality of recommendations.  In its
final report, this initiative will summarize the results of the pilots so that other tribal governments
can benefit from their efforts and replicate their successes.  Appendix B presents the
recommendations of the Navajo Nation Local Work Group which are specific to the mortgage
lending process on the Navajo reservation.
Appendix C summarizes the activities of the Oglala Sioux Nation at Pine Ridge.

PART II – RECOMMENDATIONS

Since August 1998, the One-Stop Mortgage Center Initiative task force studied the
current status of mortgage lending in Indian country and consulted with tribal officials to develop
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the following recommendations for increasing homeownership through mortgage financing in
Indian country.  These recommendations fall into four areas.  First, they suggest ways to
“reinvent” the mortgage lending process in Indian country.  Second, they present ideas about how
to catalyze the private real estate market on the national and local levels.  Third, they recommend
institutional development through the creation of a national intermediary that could support a
network of local capacity building entities.  Finally, the recommendations address the need for the
education of  potential homebuyers, tribal governments, private providers, and federal agencies.

A. REINVENT MORTGAGE LENDING PROCESS IN INDIAN COUNTRY

The task force examined the federal and tribal processes that make up the mortgage
lending process in Indian country with an eye towards eliminating unnecessary or duplicative
steps.  The recommendations regarding federal issues include plans for implementation with the
targeted completion dates indicated in parentheses.  Recommendations regarding the tribal
processes, on the other hand, are presented for the consideration of tribal governments.  Tribes
may chose to implement all or part of the proposals.  The suggestions are provided only to help
promote the private mortgage market in a tribe’s community – they are not mandatory.

Federal Reinvention Issues

1. Develop and distribute mortgage process flow chart.

Barrier: On many reservations, potential homebuyers are unsure about the steps of the mortgage
lending

process.  Private providers often encounter the same confusion.  The specific roles and
responsibilities

of federal agencies in the mortgage lending process are unclear and inconsistent.

Recommendation

• The task force should appoint a subgroup to develop a process flow chart that would
delineate the roles and responsibilities of the agencies, tribes, and lenders and distribute the
flow chart to all federal staff in both national and field offices.  This flow chart should cover
conventional lending as well as federal direct, guaranteed, and insured loan programs.

• The Secretaries of all the relevant federal agencies should distribute the flow chart and provide
the training necessary to ensure that the process is followed.  Further training and outreach
could be performed with the tribes and private sector participants to expand their awareness
of the delineated process.

Implementation
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Rural Housing Services will establish a subgroup with representatives from the BIA, HUD
(ONAP), a tribal representative and a lender.  This group will develop the flow chart of the
mortgage lending and approval process along with a plan to distribute it.   (May 1999.)

2. Standardize documents for federal loan programs.

Barrier: Lending programs have varying requirements for leases.  This inconsistency may result in
tribal

members using different documents for each federal housing loan or conventional lending
program.  It

may also serve as a deterrent to private lenders participating in these programs.

Recommendations

• The federal agencies and secondary market providers should develop a uniform minimum
lease document that would be acceptable to all agencies for use with tribal trust land and trust
allotments within reservations.  Tribes could customize the lease as long as they maintained
the principles and protections contained in the lease.  This would enable tribal governments to
accept or amend one lease for participation in any of the federal or conventional
homeownership programs. Also, the agencies should also develop a uniform, interagency
policy for addressing local modifications to leases to accommodate tribal law and procedures.

Implementation

Rural Housing Service, in conjunction with VA, HUD, Interior, NRC, and Ginnie Mae,  is already
reviewing lease documents to develop the standard lease. The agencies will also consult with
Fannie Mae and Freddie Mac to determine if their concurrence is possible.  The agencies will
develop training material on the documents to help tribes understand why certain provisions are
necessary.    (May 1999)

3.  Streamline the approval process for tribes to provide their tribal members access to
loan programs.

Barrier: Federal agencies may have different requirements for tribal governments to meet to allow
their tribal members to use each federal program.  These inconsistencies may result in tribes
duplicating efforts by adopting different ordinances, eviction procedures, and legal agreements.

Recommendation:

• The federal agencies should develop a document outlining the parameters of a memorandum
of understanding that would be acceptable to all federal agencies and develop a process for an
expedited joint review of any exceptions.  This would enable tribal governments to develop
their MOU one time and know that once a single federal agency had accepted them, they
would be acceptable to all agencies.
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• The federal agencies should also develop a model tribal ordinance(s) providing options and/or
parameters for tribal ordinances to address eviction and foreclosure procedures that would be
acceptable to all federal agencies.

• HUD, RHS and VA should establish an interagency agreement that allows tribes that meet the
requirements of one agency to use the housing loan guarantee programs of all three agencies.
HUD (ONAP) should maintain the list of approved tribes on the “Codetalk” website.

• The Department of Veterans Affairs will seek to introduce and enact a legislative amendment
that removes the existing statutory requirement that VA execute a memorandum of
understanding with an Indian tribe prior to members of that tribe obtaining a VA Indian loan
product.

Implementation:

HUD will take the lead in drafting model legal documents for tribal governments to execute to
allow for tribal members’ participation in HUD, RHS and VA programs.   The agencies will also
consult with Fannie Mae, Freddie Mac, and Ginnie Mae to determine if their concurrence is
possible.  The Department of VA will draft the appropriate legislative amendment.  (May 1999)

4. Develop streamlined realty review standard for mortgage loans in Indian country.

Barrier:   Mortgage loans secured by an interest in trust or restricted land may be subject to
three or more levels of review which may result in confusion and lengthy delays.  Direct mortgage
loans from federal agencies must be approved by the federal agency making the loan and the
Department of Interior.  Guaranteed or insured mortgage loans must be approved by the federal
agency issuing the guarantee or insurance, the private lender making the loan, and Interior.
Conventional mortgage loans (i.e., loans without government guarantees or insurance) are
approved by private lenders and reviewed by Interior.  Tribal governments may also require their
approval of each of these loans.

Recommendations

• The federal agencies should work with the Department of Interior to develop one national
review standard that meets BIA requirements for the protection of the federal trust
responsibility to tribes and tribal members.

⇒ For government direct, guaranteed or insured mortgage loans, the appropriate federal
agency would certify to Interior that the review standard had been met.  During its
realty review of the loan package, BIA would review the agency’s certification.

⇒ For conventional mortgage loans, the BIA would certify within 30 days that the review
standard had been met.

• The Department of Interior should develop a consumer guide that outlines its review process
for mortgage loan packages.

Implementation



3/29/99 DRAFT

14

HUD, Interior, and the Department of Justice will develop a national review standard and
procedures to expedite and streamline all mortgage loan approvals.  (May 1999)

5.  Develop streamlined credit review standard for mortgages secured by allotted land
(individual trust).

Barrier:  BIA has a trust responsibility to approve loan applications that use allotted land as
collateral for

a mortgage.  However, BIA field offices have no consistent criteria with which to evaluate the
appropriateness of the loan.

This trust responsibility to approve trust mortgages on allotted land should be distinguished from
Interior’s responsibility to review mortgage loan applications involving tribal trust and fee land,
described above.  The review of trust mortgages is similar to loan underwriting because Interior
has a trust responsibility to ensure that the trust status of allotted land is not unreasonably put at
risk.

Recommendations:

The BIA Central Office should provide guidance to BIA field offices regarding criteria for
reviewing credit applications on allotted trust land in order to ensure that the trust status of the
land is not unreasonably put at risk.

Implementation

The BIA, with assistance from the other federal agencies, should develop and distribute guidance
to Area Offices for reviewing credit packages for mortgages on allotted land.  (July 1999)

6. Standardize “median income” definition.

Barrier:   Federal housing loan programs available to American Indian and Alaska Natives have
inconsistent requirements for median income for participation.  In some cases, this does not give
tribes the flexibility to use a median level that is appropriate for their particular tribal service
areas.

Recommendation

Since the federal programs’ “median income” definition is determined by HUD’s statute, HUD
should amend the appropriate definition to allow the option for tribes to use local or national
median, as defined by NAHASDA Section 4 (14), 25 U.S.C. 4103(14).

Implementation

HUD will coordinate with RHS to draft  the appropriate legislative amendment.  (May 1999)
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7. Streamline environmental review requirements.

Barrier:   If borrowers choose to use federal loan guarantee programs, they may be required to
meet certain environmental review requirements.  It is often time-consuming and confusing as to
which types of clearances are necessary, and costs may be significant.

In addition, depending on demand, the federal agencies may need additional resources to
perform the statutorily mandated environmental reviews.  If a tribal government elects to
perform its own environmental review under HUD’s Part 58, for example, the tribe may also
require additional resources.

Recommendations

 Adopt uniform, streamlined environmental requirements for all Federal Indian housing loan
programs.
 
 Implementation
 
 HUD’s Office of General Counsel will organize a working group with the appropriate attorneys
from the BIA, HUD, RHS, VA, and the Council on Environmental Quality to review
environmental requirements for Indian housing loan programs.  The working group will present a
summary of the process and recommendations for improvements, including legislative
amendments and budget requests.  To assist tribes that opt to conduct their own environmental
reviews, the working group should identify possible sources of funding and technical assistance.
(July 1999)

8. Expedite the process to obtain homesite leases of trust land.

Barrier:  Generally, title to land on Indian reservations falls into three general categories: tribal
trust, individual trust (allotted) or fee simple land.  Each type of land presents a unique set of
challenges for residents and lenders to address.  Tribal and individual trust land can generally be
encumbered by mortgage loans through a homesite lease.  However, borrowers often encounter
lengthy delays in obtaining required approvals for homesite leases of trust land.

Recommendations

• The Department of Interior has recently implemented a policy that requires giving homesite
leases top priority for expedited review and approval not to exceed 30 days.   Interior has also
recommended that all Area Offices adopt the Aberdeen pilot for processing mortgage-related
requests.
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• Through its Tribal Asset and Accounting Management System (TAAMS) reform, Interior
should explore the feasibility of developing a tracking mechanism that would allow the ability
to provide reports on the time periods for processing mortgage-related requests (including
homesite lease applications, mortgage loan approvals and Title Status Report (TSR) requests)
to track improvements in processing times.

• The BIA’s Central Office should develop a standard flowchart outlining the steps and
requirements of the homesite lease application process, including procedures to be used when
existing homesite leaseholders transfers property to a new homesite leaseholder. (This
flowchart could be part of the previously recommended consumer guide to Interior’s approval
process of mortgage loan packages.)

Implementation

The Department of Interior is currently undergoing a comprehensive reform of its trust
management policies and procedures.  In the context of this review, the Department is
implementing the above recommendations. (July 1999)

9. Protect trust status of  individual trust land used as collateral for mortgage loans.

Barrier:  Individual trust land may be mortgaged and may be subject to lien and foreclosure
(unlike mortgages on tribal trust land which must be secured by a leasehold  interest in the land –
not the land itself).  However, Indian borrowers with individual trust land may be reluctant to
mortgage their land because, in the event of foreclosure, the land leaves trust status and could
leave Indian ownership.

Recommendation

• The federal agencies should review each of their statutes to determine if when a mortgage
secured by an interest in individual trust land is foreclosed, and an Indian tribe or an individual
Indian purchases the property from the lender or federal agency, the land is deemed to have
continued in trust status.

• The Department of Interior should provide clarification of the process for foreclosure on
individual trust land contained in the federal statute (25 USC 483a) to ensure that Indian land
remains in trust or is automatically returned to trust status if an eligible Indian tribe or Indian
acquires the land upon default and foreclosure.

• The Departments of Justice and Interior should explore the necessity of legislation to provide
that when an Indian tribe or an individual Indian acquires land within an Indian reservation or
existing trust lands for residential purposes, the tribe or the individual Indian has the option of
converting the land into trust.

Implementation

The Department of Justice will work with HUD and Interior to review these issues to determine if
a legislative amendment is necessary.  (May 1999)
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10. Minimize barriers to homeownership caused by “fractionalization.”

Barrier:  Because individual trust land is often conveyed to the descendants of allottees, the
number of  undivided interests in the resulting tenancy in common may make it difficult for
allottees to obtain the necessary clearance from the multiple owners of the land to use it for a
mortgage loan.  This issue may also affect a private lender’s opportunity to sell its interest in the
land in the event of foreclosure, adding to the lender’s reluctance to make mortgage loans in
Indian country.

Recommendations:

• Problems caused by “fractionalization” reach far beyond the mortgage lending market.  As a
result, Congress and the Department of Interior are seeking to address this issue through
comprehensive legislation.

• In order to minimize “fractionalization” barriers, the BIA should clarify its procedures for
allottees to partition a portion of their allotted land to be used as collateral for mortgage
loans.

Implementation

The Department of Interior, with the support of the federal agencies, will consult with the
appropriate Congressional staff to provide information about the necessity of legislation to
address “fractionalization” and its impact in the mortgage lending process. (May 1999)

11. Expedite the Title Status Report process.

Barrier: The Bureau of Indian Affairs maintains all title records of Indian land.  Therefore, when
borrowers or lenders want to record their interests in the land or obtain certification of clear title,
they must record documents or request Title Status Reports (TSRs) at the appropriate BIA Land
Records and Title Office.  Due to a backlog of requests and shortage of resources, borrowers and
lenders often encounter lengthy delays in obtaining TSRs.

Recommendations

• The federal agencies should support the Department of Interior’s Trust Asset and Accounting
Management System (TAAMS) to implement a data clean-up and automation initiative that
will allow Area Offices to conduct their own title work and will generally provide better
access to title records.

• The BIA has recently adopted a policy to expedite requests for TSR’s for mortgages.  BIA
  field offices should indicate in their requests to the title plants that the TSR is for a mortgage 

so that it can be processed within the 30-day time period.
• Interior should clarify through a legal opinion its position on contracting out the title function

to tribal governments via Public Law 93-638.
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Implementation

The Department of Interior plans to complete its TAAMs reform in all Area Offices by June 2000.
The reform will be implemented at the agency level by January 2001.  As discussed earlier, the
Department of Interior recently implemented a policy that requires giving TSR requests top
priority for expedited review within 30 days.

12. Explore improvements to the federal housing loan guarantee products.

Barrier:  Existing federal loan products available to Indian country may benefit from increased
flexibility

and other enhancements.

Recommendation

• HUD should evaluate its homeownership loan programs for Indian country to ensure that the
programs are available on all land in Indian country including tribal trust, allotted and fee land.
HUD should clarify and provide any enhancements necessary to make its loan products more
successful, e.g., flexibility on the local level for the development of demonstration projects for
affordable homeownership..  This evaluation will include the possibility of merging HUD’s
Section 184 and Section 248 programs.

Implementation

HUD, in consultation with USDA and VA, will oversee this reevaluation of the federal housing
loan guarantee programs.  (May 1999)

Tribal Reinvention Issues

The task force surveyed the existing mortgage lending process in Indian country and
found several barriers that prevented or slowed the process for tribal members trying to obtain
mortgages.  While most of these barriers existed in federal processes, some were as a result of
tribal processes.  To assist tribal governments in preparing their communities for mortgage
lending, the task force recommendations include suggestions that may be helpful to create a
reservation environment more conducive to mortgage lending.

Tribal governmental processes in need of streamlining may differ depending on the
circumstances of each tribe’s mortgage lending market.  The following key issues are presented
for illustrative purposes.  More specific examples of reforms that may be necessary at the local
tribal level are contained in the recommendations of the Local Working Groups at the Navajo
Nation and Pine Ridge pilot sites contained in Appendices B and C.

1. Streamline tribal process to obtain homesite lease on tribal trust land.
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Barrier:  The process for obtaining a homesite lease from tribal governments can be lengthy and
burdensome, and often the process is unclear.

Recommendations

• Tribal governments should identify the steps in their review processes for mortgage loans and
eliminate unnecessary and duplicative steps.   They should also develop written manuals and
training for their land department offices to eliminate inconsistencies.

• Tribal governments should develop basic consumer guidelines for tribal members outlining the
steps and requirements of the homesite lease application process.

• The federal agencies should provide technical assistance to tribal governments to help them
review their internal land lease policies and procedures, and develop expedited processes for
residential leases and subleases.

2. Promote Land-Use Planning

Barrier:  It is time consuming and expensive for individual residents of Indian reservations to get
the

necessary surveys, and environmental and archeological clearances necessary to obtain a
mortgage

loan.  Also, some residential Indian communities lack neighborhood support services such as
schools,

parks, retail stores, day care facilities, employment opportunities and transportation systems.

Recommendations

• Tribal governments should develop expertise in land-use planning.   Through land-use
planning, tribal governments could designate areas for residential purposes, obtain the
necessary surveys and clearances in advance, and develop infrastructure necessary for housing
communities. Therefore, when a tribal member decided to build a home, the homesite lease
approval process would not be as cumbersome or expensive.

• The federal agencies should develop and distribute a compendium of federal resources
available for the purposes of land-use planning and developing zoning ordinances to promote
the creation of support services that help to foster permanent and sustained community and
economic development.

Implementation

The federal agencies should identify a Native American organization to take a leadership role in
organizing a committee of tribal representatives to develop further recommendations for tribal
reforms to promote land-use planning and zoning in Indian communities.

3. Develop legal infrastructures.

Barrier:  Some tribes may need to enhance their legal infrastructure to support a private mortgage
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lending market on their reservations.  For example, they may need to update housing codes that
address

building, inspections or foreclosure, or they may need to expand tribal court systems.

Recommendations

• The federal agencies should compile their model codes (housing, building, foreclosure,
probate, etc.) and condense them into one consistent model document with options for tribes
to develop local laws and procedures.

• HUD should draft legislative amendment to allow NAHASDA or CDBG funds to be used by
tribes to develop housing and community development related codes and code enforcement
programs.

• HUD will conduct national survey of tribal governments about their housing-related codes.
As an information clearinghouse, HUD will compile the codes and distribute them to all tribes.

• HUD will partner with the National American Indian Court Judges Association to provide
regional training for tribal court judges and court personnel on Indian housing law.

• The Department of Justice’s Office of Tribal Justice will provide technical assistance and
grants to assist tribes in their efforts to develop tribal courts and to adopt laws to promote
homeownership.

Implementation

HUD (ONAP) will coordinate the implementation of the above recommendations.  (July 1999)

B. CATALYZE THE PRIVATE MORTGAGE MARKET

The task force researched barriers caused by the lack of private industry housing partners
such as real estate agents, financial institutions, appraisers, builders, contractors and services such
as title insurance and home owners insurance.  Task force members agreed that once a market for
home sales began to grow, a natural outcome would be activity on reservations by real estate
agents.  In the meantime, intermediaries that service Indian country may provide realtor-type
services.

1. Improve training and outreach to lenders and tribes regarding mortgage lending
programs.

Barrier:   Lenders, tribes and partner organizations have difficulty learning about federal
programs, and federal agency representatives are unable to provide information on other federal
programs.

Government loan programs are available for the origination of home loans on tribal trust,
individual or allotted trust, and fee simple land in Indian country.  HUD offers two programs, the
HUD Office of Native American Programs’ Section 184 program and the HUD/Federal Housing
Administrations’ (FHA) Section 248 program.  Section 184 of the Housing and Community
Development Act of 1992 is a loan guarantee program for single-family Indian housing in an area



3/29/99 DRAFT

21

where an Indian housing authority or tribe is authorized to provide housing.  Section 248 of the
National Housing Act is an insurance program for single-family homes for Indian housing on trust
or otherwise restricted land.  The Department of Agriculture Rural Housing Service also
administers a loan product for Indian applicants titled Section 502.  In addition, the Department of
Veterans Affairs has a loan product for Indian veterans.

Additional loan programs and conventional loan products are available through secondary
market providers and private lenders.  Some private lenders have also developed special purpose
credit programs to help meet the mortgage credit needs in Indian country.

Recommendations

With HUD’s Office of Native American Programs as the lead, each federal agency with
any responsibility in the mortgage lending arena should designate an information coordinator who
will be responsible for ensuring the communication flow on programs and activities and will serve
on an Information Committee.  The committee would also invite Fannie Mae, Freddie Mac,
Ginnie Mae, and other associations and interest groups to participate.

The committee would be charged with the development of a plan to expand lender and
tribal access to relevant information about the federal loan programs.  The committee should
explore using “Code Talk” as the central Internet link and ensure that an updated list of tribes and
designated housing entities are available for everyone’s information.

The committee should also develop at least two videos.  The first should be developed for
tribes and tribal housing organizations that would provide information on all federal programs and
clarify which programs work best in which markets and situations.  This video could be
distributed directly to the tribes and housing organizations.  In addition, federal staff could use it
to help describe other federal programs when they are making outreach or technical assistance
visits.  The second video would be targeted to lenders to explain the process of lending in Indian
country and the differences in the federal programs.  The task force urges the committee to
maximize use of technology, including CD ROMs, and the Internet to ensure that the information
available is as up to date as possible.

In addition to providing training to lenders about loan programs, the committee should
develop a strategy to educate lenders about tribal legal systems and trust land classifications.

Implementation

HUD (ONAP) will convene this Information Committee to design a lender and tribal
outreach program, which will provide information to all agencies that offer mortgage loan
products in Indian country and to financial institutions through industry contacts and mailing lists.
(December 1999)

2. Improve the appraisal process for housing in Indian Country.
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Barrier:  It is difficult and expensive to obtain an accurate appraisal on housing located on an
Indian

reservation due to travel costs to remote areas and lack of accurate comparable sales data.

Recommendations

• The federal agencies should establish an interagency Appraisal Working Group with
representatives from the appraisal industry to develop guidelines and technical assistance for
conducting appraisals in Indian country.

Implementation

HUD will organize an interagency One-Stop Appraisal Working Group.  Because FHA is
currently revising its Appraisal Handbook, which, for the first time, will include an “Indian Lands”
chapter addressing how to conduct appraisals for FHA loan programs on tribal trust and allotted
land, the working group should use FHA’s new chapter as a basis for an interagency discussion.
(July 1999)

3. Promote the development of private real estate markets in Indian country.

Barrier:  There is a shortage of housing professionals such as appraisers, inspectors, general
contractors,

and mortgage brokers in Indian country.

Recommendations

• The federal agencies should provide funding for the development of a continuing education
curriculum for licensed appraisers (both government agency and private sector) to address
how to determine the value of property on tribal trust and individual allotted land.  This
training curriculum could be based on the guidelines developed by the Appraisal Working
Group discussed above.

• The agencies should work with the American Indian Higher Education Consortium to develop
curricula to educate new private providers – appraisers, inspectors, contractors, mortgage
brokers – from within Indian country.

• The federal agencies should facilitate training for existing private providers interested in doing
business on Indian reservations.

• The federal agencies should explore partnerships with national trade associations to develop
technical assistance programs to train tribal entities interested in becoming mortgage brokers.
The training should include information about how tribal entities could get approved by the
FHA or other state or federal agencies as mortgage brokers.

Implementation

HUD and the USDA will seek funding for the development and implementation of:  1) a
continuing education curriculum for appraisers,  2) curricula to educate new private providers
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from within Indian country at tribal colleges and vocational schools, 3) training for existing
private providers, and 4) technical assistance programs for tribal entities interested in serving as
mortgage brokers.  (December 1999)

4. Increase the availability of title insurance and homeowners insurance on Indian
land.

Barrier:  While federal guarantee/insurance programs do not generally require title insurance,
some

lenders and the secondary market prefer homebuyers in Indian country to obtain title insurance
policies,

as is the practice off-reservation.  However, few title companies will issue a title policy on
reservation

land.  In addition, it is difficult to obtain homeowners insurance on reservations.

Recommendations

• Federal agencies should work with a Native American-owned insurance pool, such as
Amerind Financial Services Inc., to explore the development of  title insurance and
homeownership insurance products specifically for Indian land.

• Interior and HUD should work with the American Land Title Association to educate title
insurance companies about doing business in Indian country and identify companies willing to
provide title insurance on Indian land.

• Interior should clarify its regulations that govern public access to title plant records to
facilitate private sector title searches.  Interior should also clarify tribal governments’ ability to
access title plants.

• Interior will explore the legality of the BIA providing the equivalent of title insurance through
a self-insurance program.

Implementation

The Federal Housing Finance Board will convene a working group with representatives from
Interior, HUD, American Land Title Association, the secondary market providers and Amerind to
develop a strategy to implement the above recommendations.   (July 1999)

5. Provide all benefits of homeownership to homeowners on Indian land.
 
Barrier:   Homeowners in Indian country may not be able to obtain home equity loans, reverse
mortgages or mortgage refinances.
 
 Recommendation
 
 The federal agencies should draft amendments to remove restrictions against these products so
that as the mortgage lending market in Indian country grows, this type of lending can develop.
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 Implementation
 
 HUD (ONAP) will draft the appropriate legislative or regulatory amendments.  (May 1999)
 
6. Promote the involvement of the secondary market participants in Indian country.

Barrier:  Mortgage lending in Indian country should be linked to mainstream sources of capital
through

the secondary markets.

Recommendation

• Ginnie Mae, which securitizes government-insured loans, as well as Fannie Mae and Freddie
Mac, which securitize conventional and guaranteed/insured home mortgage loans, should
establish clear guidelines for acceptable origination, in consultation with tribal leaders and
local originators of such loans.

Implementation

The secondary market participants should make commitments to purchase reasonable home
mortgage loans in Indian country.  In addition, they should explore ways to make their programs
more attractive to lenders through higher servicing premiums and local support staff.  (July 1999)

7. Promote the involvement of lenders in Indian country.

Barrier:  In some areas, financial institutions make few mortgage loans in Indian country either
because

of lack of knowledge about the opportunities to lend in Indian country or because of impediments
in the

lending process.

Recommendation:

• The federal financial regulatory agencies should continue to provide information to financial
institutions about the range of opportunities for sound and profitable community and
economic development lending and investments in Indian country, including making home
mortgage and affordable housing loans, and provide information about how to overcome the
obstacles in the lending process.

• The federal financial regulatory agencies should provide information to tribal governments
about the opportunities for public involvement when a financial institution develops a strategic
plan under the Community Reinvestment Act (CRA) regulations.  They should also help to
educate tribal governments about the CRA examination process and the regulators’ practice
of contacting members of the community for input during exams.

Implementation:
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The federal financial regulatory agencies should provide information to bankers about successful
models of mortgage lending on Indian reservations.  These agencies should also support, through
the provision of relevant educational materials and, if possible, speakers, the initiatives launched
by First Nations Development Institute, the National Association of Affordable Lenders, the
National Community Reinvestment Coalition, and the National American Indian Housing Council
to train Indian housing officials about working with financial institutions to develop opportunities
for sound and profitable community and economic development lending and investments in Indian
country.  (July 1999)

8. Determine the feasibility of an IDA program for Indian country.

Barrier:  The accumulation of assets and wealth is an essential element in helping individuals
achieve economic security.  Many potential borrowers in Indian country own insufficient assets to
enable them to qualify for homeownership or manage a mortgage.  However, they may have

difficulty
saving enough for a downpayment for a mortgage.

Recommendation

The accumulation of assets and wealth are essential elements in helping individuals achieve
economic security.  In addition to promoting general economic development in Indian country,
Individual Development Accounts have been developed as a tool to address the challenge of asset
creation.  IDAs are dedicated savings accounts that combine individual deposits with matched
funds provided by public and private sources.  IDAs offer potential borrowers a means to save for
expenses associated with purchasing and maintaining a home.  IDAs are held in local financial
institutions and managed by community-based organizations, and have been used to assist
individuals in establishing creditworthiness and qualifying for homeownership.

Implementation

The Department of Treasury will determine the feasibility of developing an IDA program
adapted for Indian borrowers and employed as a part of an overall strategy to build individual
assets in Indian country.  The program should be designed to assist in facilitating homeownership
opportunities for Indians who have income capacity to afford a reasonable mortgage payment, but
who do not have adequate funds for downpayments or closing costs.  (December 1999)

C.  INSTITUTIONAL DEVELOPMENT FOR INDIAN COUNTRY

Barrier:   Successful efforts to expand homeownership opportunities for low- and
moderate-income households depend on local organizations that can provide homebuyer
education, assist in securing mortgages, and develop and financing housing.  The success of these
local organizations depends on national or regional organizations providing technical assistance,
financial support and access to capital.  Such institutional capacity focused on serving Indian
country, at the local, regional and national level is currently limited and is a major impediment to
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expanding homeownership in Indian country.  Significant growth of homeownership in Indian
country will depend on substantial, long-term investments in local, national or regional
organizations.

1. Build local capacity.

Expanding home-ownership opportunities begins with local organizations that can serve as
advocates for potential buyers seeking to own their own homes.  Locally based, and familiar with
the unique cultural and economic characteristics of the communities they serve, these
organizations offer an array of critical services. They prepare families for homeownership, serve
as intermediaries with lenders, insurers, tribal governments, builders, and advocate for reforms at
the local level.  In addition, some act as local housing developers, assembling financing and
developing housing in circumstances that at present can not attract sufficient private developers to
meet local housing needs.  The success of these housing activities at times also requires
involvement in community and economic development.  While local capacity to support
homeownership is far too limited, there are some effective non-profit and governmental
organizations which can serve as useful models, including nonprofit entities, tribally designated
housing entities, community development corporations or Indian housing authorities.

Lenders may be more willing to participate in lending in Indian country with an
intermediary that was familiar with a tribe’s codes, ordinances and customs.  This might include
someone who can speak the language and assist in translating.   The intermediary could also assist
the lender in providing homeownership counseling and to alleviate the fears of tribal families who
are unfamiliar with the requirements of lenders.

2. Fund a national Native American housing intermediary.

While the impetus and leadership for expanding capacity at the local level must come from
within tribal communities, these efforts can be facilitated by national or regional organizations that
provide training and technical assistance to build the capacity of local institutions, facilitate access
to financial support, and assemble capital pools for gap financing and risk management.

Significant and substantial benefits will arise from the development of a national nonprofit
intermediary in Indian country.  First, with low- and moderate-income tribal households buying
their own homes, tribal housing stock increases for very low-income tribal families.  Second, the
national intermediary will assist tribes in developing the regulatory jurisdiction over financial and
commercial transactions that will provide predictability to both borrowers and lenders, thereby
stimulating both homeownership and economic development opportunities.  Third, tribal
governments may be able to access capital from the intermediary to purchase property that is the
subject of foreclosure to ensure that the land stays in their control and to mitigate lenders’
reluctance to lend.

Recommendation
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• HUD should seek funding for a national nonprofit intermediary to serve as a catalyst to create
a homeownership market economy on Indian lands and to support a network of local
capacity-building organizations.

• HUD (FHA) should determine whether Section 106 of the Housing and Urban Development
Act of 1968 provides authority to make homeownership counseling funds available to
nonprofits serving Indian communities.

• HUD (FHA) should draft legislation to provide a three percent set-aside from funds
appropriated for housing counseling under Section 106 of the HUD Act of 1968.

• The federal agencies should draft legislative amendments to their authorizing statutes to allow
them to provide technical assistance and capacity-building funds for the formation of
intermediary organizations that provide homeownership counseling and financial assistance to
homebuyers on Indian reservations.

• The Department of Treasury’s CDFI Fund should assist Indian communities who are
attempting to create CDFI’s with targeted outreach efforts to include workshops and direct
technical assistance.

Implementation

HUD and Treasury will take the lead in drafting the appropriate legislative amendments.
(May 1999).

0 EDUCATION AND INFORMATION DISTRIBUTION

Financial literacy and homebuyer preparation are essential to ensuring access to mortgage
lending in Indian country.  The task force found a need for increased understanding between
lenders and tribal members.  While tribal members need to understand finance, banking, and
credit, lenders need to learn about tribal cultural issues, values, and diversity.  The most effective
means of addressing creditworthiness issues are those that include both tribal officials and
financial institution representatives working together to develop lending programs and educational
curricula responsive to particular tribal needs.

1. Develop curricula for homeownership and financial literacy education in Indian
country.

Barrier:  Many potential homeowners in Indian country are in need of homeownership and
personal

finance counseling.  They often have an incomplete understanding of finance, banking, and the
credit

process among borrowers.  Homeownership and financial services education are needed to
prepare

borrowers and make homeownership achievable in Indian communities.

Recommendation
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The federal agencies should establish an Education Steering Committee to identify a wide
range of homeownership and financial literacy educational materials and curricula.  This
committee would work in consultation with other organizations that are experts in this field.  The
committee should assess available educational materials, programs, workshops, and activities that
promote financial literacy and homeownership readiness and are appropriate for Indian country
and develop additional materials as needed.  Educational materials should be distributed to tribal
members and officials, lenders, other government agencies, financial intermediaries and program
facilitators in the public and private sector in regions throughout the country.

It is vital that interested and effective organizations as well as tribal leaders and members
are involved in the committee organized to assess and develop educational materials.  The task
force recommends that the steering committee be comprised of a representative from the
Department of Housing and Urban Development, a representative from the Neighborhood
Reinvestment Corporation, a financial industry representative, and a national Indian-based
organization representative.  The education materials would be directed to several target
audiences including tribal members and officials, lenders and other private sector organizations,
and public sector organizations at the national, state, and local level.  The national partnership
consortium would be charged with the responsibility of identifying and coordinating the expertise
and resources necessary to develop and evaluate educational materials and curricula.

Several organizations that have traditionally been working in Indian country find the idea
of increasing the availability of general financial education products a good one.  However, they
emphasized that respected and credible organizations and tribal members with knowledge and
experience in finance and education must be involved in the process.  Further, people with
expertise in curriculum development and evaluation should also be included, perhaps on a
consulting basis.

Implementation

HUD will convene the Education Steering Committee which will design a work plan to develop
curricula for homeownership counseling and financial literacy education.  (December 1999)

2. Establish a mechanism for marketing and disseminating educational products and
programs.

Recommendation

The taskforce recommends that a plan for marketing and disseminating the educational
products be developed under direction of the steering committee.  A broad publicity campaign
should be undertaken to advertise the financial literacy and homeownership programs using the
news media and local organizations to assist in informing key local groups and organizations.

Utilizing materials identified and/or developed by the partnership consortium, a train-the-
trainer curriculum should be developed to create a resource base of knowledgeable individuals in
each tribe who can further disseminate homebuyer education.  HUD (ONAP), could work with
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the Tribal Designated Housing Entities (TDHE) to send their staff members to train-the-trainer
courses.  Neighborhood Reinvestment Corporation (or another contractor) could provide the
training for the TDHE’s.

Funding for the train-the-trainer program could possibly come from the budget of HUD’s
Native American Housing Assistance and Self-Determination Act.  Once instructors are trained,
private partners could provide funding for the training handbooks and materials.  This could also
include funding for the production costs of translating the handbook into various Indian
languages, if necessary.

A suggestion to provide an incentive for homeownership counseling is for the federal
agencies to draft legislation for federally insured and guaranteed programs at USDA, HUD, and
VA to allow for a reduction in their mortgage insurance premiums, guarantee fee or funding fees
for those homebuyers that complete an agency-approved homeownership counseling course.

Implementation

As it designs the curricula, the Education Steering Committee will develop a plan to disseminate
the educational materials.  (March 2000)

3. Establish a national resource center at an Indian-based organization to serve as a
clearinghouse for information.

Barrier:  Education about homeownership programs for lenders, other agencies, financial
intermediaries,

and public and private lending program officials is unavailable or insufficient to meet needs.
Effective

channels have not been developed to enable lenders, financial intermediaries and public and
private

lending program officials to learn about available loan products, grants, insurance, loan guarantee,
and

subsidy programs.

Recommendation

The federal agencies should establish, in conjunction with a national intermediary, a
National Indian Housing Resource Center to collect, maintain, and make available materials
pertaining to financial education and the homeownership process.  It could serve as a
clearinghouse of information on “best practices” for housing and economic and community
development efforts in Indian country.  The resource center would use a variety of means to make
information available, such as, telephone, fax, and the Internet and would be housed at a facility
available to the public. The resource center should have at least one dedicated staff member to
ensure that materials remain current.
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The national resource center could be established through an Indian-based organization
with the capacity and stability to house an office for this initiative as well as the credibility and
respect that would ensure its use.  The ability to provide space and office resources for staff and
to act as a funding vehicle are essential.

Implementation

          The Federal Reserve System will convene a meeting of potential partners in the
development of a National Indian Housing Resource Center to explore alternatives and initiate
steps towards establishing such a center.

IV.     TRACKING PERFORMANCE:  BENCHMARKS AND GOALS

           In order to meet the expectations of all partners involved in the One-Stop Mortgage
Center Initiative, the task force should develop a system to allow the parties to determine
systematically that activities result in the removal of barriers to Indian homeownership.  Data
should be collected on the status of Indian and non-Indian homeownership (by standard census
characteristics) and benchmarks and goals should be established.  (e.g., parity in homeownership
rates).  The benchmarks should then become the public standard for regular appraisal of the One-
Stop Mortgage Center Initiative.

          The performance tracking system should also focus on federal and non-federal processes,
especially on procedures that affect cycle time.  When data indicate that procedures generate an
unreasonable variation in process cycle time or product quality, the partners should focus on
improving the processes that deliver the product or service.

          In order to assure that all mortgage processes are continuously improved, data should be
collected and analyzed on a regular basis.  Particular attention should be given to variations in
process, products, and time requirements.  This will help determine if variations result from
special circumstances or from common problems that require coordinated strategies and
procedures.

Recommendation and Implementation

HUD will assemble a measures committee to develop the system described above.  (May 1999)

V.   IMPLEMENTATION TIMELINE

The members of the One-Stop Mortgage Center Initiative task force will divide into
implementation work groups to execute its recommendations.  These work groups, chaired by the
responsible agency listed below, will complete their mandates over the course of the next year.
The task force will delivery its final report to the President by May 2000.
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RECOMMENDATION RESPONSIBLE AGENCY TARGET COMPLETION

A.  REINVENTION  ISSUES  -- Federal Issues
1.  Develop and distribute
mortgage process flow chart.

RHS May 1999

2.  Standardize documents for
loan program.

RHS May 1999

3.  Streamline approval
process for tribal participation.

HUD May 1999

4.  Develop streamlined realty
review standard.

HUD, Interior, DOJ May 1999

5.  Develop streamlined credit
review standard.

BIA July 1999

6.  Standardize “median
income” definition.

HUD/RHS May 1999

7.  Streamline environmental
review requirements.

HUD July 1999

8.  Expedite homesite lease
process.

Interior July 1999

9.  Protect trust status of
Indian land.

DOJ May 1999

10.  Minimize
“fractionalization.”

Interior May 1999

11.  Expedite TSR process. Interior June 2000

12.  Review loan products. HUD May 1999

Tribal Reinvention Issues
1.  Streamline homesite lease
process.

Interior to provide technical
assistance to tribal
governments.

Varies by tribe.

2.  Promote land-use planning. HUD to provide technical
assistance to tribal
governments.

Varies by tribe.

3.  Develop legal
infrastructure.

HUD/DOJ to provide technical
assistance to tribal
governments.

Varies by tribe.

0  CATALYZE PRIVATE MARKET

1.  Create Information
Committee.

HUD December 1999

2.  Improve appraisal process. HUD July 1999

3.  Promote real estate market. HUD/USDA December 1999
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4.  Increase title insurance and
mortgage insurance

FHFB July 1999

5.  Home equity, refinances,
reverse mortgages

HUD May 1999

6.  Promote secondary market
participants.

Treasury/HUD July 1999

7.  Promote lender
involvement.

Federal bank regulators July 1999

8.  Determine feasibility of
IDA program for Indian
country.

Treasury December 1999

 C.     INSTITUTIONAL DEVELOPMENT FOR INDIAN COUNTRY

 Fund a national Native
American housing intermediary
.

 HUD (ONAP)  May 1999

D.     EDUCATION AND INFORMATION DISTRIBUTION
 

1.  Develop curricula for
homeownership and financial
literacy counseling.

Education Steering Committee December 1999

2.  Develop dissemination
plan.

Education Steering Committee March 2000

3.  Establish National Indian
Housing Resource Center.

Federal Reserve December 1999

IV.  TRACKING PERFORMANCE:  BENCHMARKS AND GOALS
Determine benchmarks and
establish goals.

HUD May 1999

 VI.  CONCLUSION

The One-Stop Mortgage Center Initiative addresses the shift in the provision of housing in
Indian country from predominantly public housing to a mix of rental public housing and affordable
homeownership.  As tribes and their members increase their capacity for mortgage financing, a
private real estate market in Indian country will develop.  To stimulate this growth, the One-Stop
Mortgage Center initiative seeks to streamline tribal and federal review processes, catalyze the
private sector, fund a national Native American housing intermediary and promote homebuyer
education.  Through a partnership between the federal government, tribal governments and the
private sector, this White House initiative will help to make homeownership in Indian country an
attainable goal.

VII.  APPENDICES
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A.  Partners of the One-Stop Mortgage Center Initiative
B.  Recommendations of the Navajo Pilot Project
C.  Summary of the Pine Ridge Pilot Project
D.  Resource List
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APPENDIX A

One-Stop Mortgage Center Initiative Task Force Members

Native American Partners

Amerind Risk Management Corporation
Chickasaw Nation
Inter Tribal Council of Arizona
Lakota Fund
National American Indian Housing Council
National Congress of American Indians
Navajo Housing Authority
Navajo Nation

Community Development Division
Department of Justice
Economic Development Division
Historic Preservation Department
Housing Services
Land Department

Navajo Townsite Community Development Corporation
Navajo Tribal Utilities Authority
Navajo Partnership for Housing
North American Native Bankers Association
Oglala Sioux Nation

Oglala Lakota Tribal College
Oglala Sioux Housing Authority

Federal Partners

U.S. Department of Agriculture
Rural Development
Rural Housing Services

U.S. Department of Housing and Urban Development
Office of Native American Programs
Federal Housing Administration
Ginnie Mae

U.S. Department of the Interior
Bureau of Indian Affairs

U.S. Department of Justice
Office of Tribal Justice

U.S. Department of the Treasury
Community Development Financial Institution Fund
Office of the Comptroller of the Currency
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Office of Thrift Supervision
U.S. Department of Veterans Affairs
Federal Deposit Insurance Corporation
Federal Home Loan Bank System
Federal Housing Finance Board
Federal Reserve Board
Federal Reserve Bank of Kansas City
Federal Reserve Bank of Minneapolis
Federal Reserve Bank of San Francisco, Los Angeles Branch
Federal Reserve Bank of San Francisco, Seattle Branch
Indian Health Services
Neighborhood Reinvestment Corporation
The White House

Private Partners

American Land Title Association
Arizona Bank, Tucson, AZ
Banc One Mortgage Corporation, Indianapolis, IN
Bank of America, San Francisco, CA, Phoenix, AZ
BankAmerica Mortgage, Phoenix, AZ
Bank of the Southwest, Farmington, NM
Charter Bank for Savings, Albuquerque, NM
Citizens Bank, Farmington, NM
Countrywide Home Loans
Fannie Mae
Federal Home Loan Bank of San Francisco
Federal Housing Finance Board
First Americans Mortgage, Phoenix, AZ
First Heritage Bank, Marysville, WA
First National Bank of Farmington, Farmington, NM
First Security Bank, Salt Lake City, UT
First Security Bank of NM, Albuquerque, NM
First Western Bank, Monticello, UT
First Western National Bank, Blanding, UT
Freddie Mac
Gallup Federal Savings Bank, Gallup, NM
McLain County National Bank, Purcell, OK
National Bank of Arizona
New Mexico Housing Finance Authority
New Mexico Office of Indian Affairs
Norwest Bank
Norwest Mortgage
Suburban Mortgage, Albuquerque, NM
Vectra Bank, Farmington, NM
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Washington Mutual Bank, Seattle, WA
Wells Fargo Bank, Houston, TX, San Francisco, CA
Zions Bank, St. George, UT
Zions First National Bank, Salt Lake City, UT
Zions Mortgage, Salt Lake City, UT
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APPENDIX B

Draft Recommendations of the Local Working Group -- Navajo Nation
One-Stop Mortgage Center Initiative

Background – Obtaining a Mortgage Loan on the Navajo Nation

Residents of the Navajo Nation face many hurdles in their pursuit of homeownership on
the reservation.  Before an individual can apply to a lender for a mortgage loan, he or she must
obtain a homesite lease from the tribe to use as collateral for the loan (if the intended location of
the home is on tribal trust land).  The homesite lease application process involves surveying the
land, obtaining permission from the appropriate grazing permittees who have a right to use the
land, and getting an archeological clearance.  After having completed these steps, the Navajo
Land Department (NLD) and the Bureau of Indian Affairs (BIA) must approve the applicant’s
package.  Upon approval, the BIA title plant must record the homesite lease.  The individual must
then request a BIA Title Status Report (TSR) and a BIA Categorical Exclusion from
environmental assessment requirements, if appropriate.  At this point, the individual is ready to file
an application with a lender to begin the mortgage loan process.  If the home will be located on
allotted land, the individual must obtain clearances from the other allottees and/or partition a
homesite before he or she can begin the loan process.

Objectives of the Local Working Group

The One-Stop Mortgage Center Initiative task force created the Local Working Group
after the November 18, 1998, meeting in Window Rock, Arizona. Richard Kontz, Executive
Director of the Navajo Partnership for Housing, and Chester Carl, Executive Director of the
Navajo Housing Authority chair the group, which is composed of tribal officials, local federal
government representatives, and private providers.  Its objective is to review the homesite lease
and mortgage loan application process and recommend possible reforms that will improve
homeownership opportunities on the Navajo reservation.

Local Working Group Recommendations

The recommendations of the Local Working Group fall into the following areas:  1)
promote land-use planning and infrastructure development; 2) streamline tribal and federal
government approval processes; 3) develop a comprehensive consumer guide about the mortgage
lending processes; 4) clarify federal and tribal requirements for environmental and archeological
clearances; 5) explore ways to expedite the process of obtaining clear title; and 6) support the
growth of a private market on the reservations.

In some areas, the local working group has already succeeded in improving steps in the
mortgage lending process.  The report notes these accomplishments.
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I.  PROMOTE LAND-USE PLANNING AND INFRASTRUCTURE DEVELOPMENT

Barrier:  It is time consuming and expensive for individual Navajo residents to get the necessary
surveys, and environmental and archeological clearances necessary to obtain a homesite.  Also,
many Navajo communities lack adequate infrastructure and neighborhood support services.

Navajo residents must go through a lengthy application process to obtain a homesite lease from
the Navajo Land Department.  The location of the homesite is based mostly on the applicant’s
preference.  However, if the local Chapters of the Navajo government were able to zone land in
their jurisdictions, they could designate areas for residential purposes, obtain the necessary
surveys and clearances in advance, and develop infrastructure and other community support
services.  Through land-use planning, Chapters would be able to minimize potential conflicts with
grazing permittees.  Therefore, when a resident decided to build a home, the homesite lease
approval process would not be as cumbersome or expensive.

Recommendations

• The Navajo Nation government should designate one division to serve as a regulatory office
and technical assistance provider.  This division would provide support to local Chapters so
that they could designate areas for homesites, obtain all necessary clearances for their
members in advance of the homesite lease application process, and develop infrastructure and
community support services.  This recommendation should be implemented consistent with
the Local Governance Act – a new tribal law that shifts governmental functions to the local
Chapter level.

• The Local Working Group should explore the possibility of using NAHASDA funds to help
develop a land-use planning program on the reservation.

• The Local Working Group should explore the possible sources of grants and loans, including
NAHASDA funds, to cover the costs of surveys, and environmental and archeological
clearances for subdivision development.

Accomplishments

• In accordance with the Local Governance Act, 30 Chapters will receive land-use planning
resources and technical assistance through $1.2 million of funding from the Navajo Nation’s
FY ’99 NAHASDA funds.

• The Navajo Housing Authority will provide pre-engineering services to all customers of
NAHASDA-funded housing providers.

Barrier:  It is difficult for residents on single sites to obtain access to utilities.

Recommendations
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• The Local Working Group should organize coordination meetings between Indian Health
Services, Navajo Tribal Utilities Authority (NTUA), housing developers and the Navajo
Nation government to develop recommendations for an overall infrastructure plan.

• As part of their land-use plans, Chapters should work with utilities providers and the Indian
Health Services to develop a strategy to improve services to remote sites.

• Utilities providers should explore alternative energy and water sources.
• The Local Working Group should explore sources of financing such as NAHASDA,

Community Development Block Grants (CDBG) and NTUA funds to help defray
infrastructure costs.

II.  STREAMLINE TRIBAL AND FEDERAL PROCESSES

Barrier:  Homesite lease applicants face considerable delays in obtaining surveys and
archeological clearances from the tribe.  By seeking private providers of these services, the
process could be shortened.

Recommendations

• The Navajo Land Department should promote the use of private surveyors for homesite leases
by providing applicants with a list of licensed surveyors in their areas.  Also, in some cases,
Navajo Housing Authority surveyors may be available to homebuyers.

• To expedite the process for archeological surveys, the tribal government should assign
archeologists to each NLD agency office.

Barrier:  The homesite lease application process is confusing and burdensome for Navajo
residents, and the process differs by agency office.

Implementation

• The NLD and BIA should eliminate unnecessary and duplicative steps in their review process
and should develop written manuals and training for their agency offices to eliminate
inconsistencies.

• The NLD and the BIA should develop very basic guidelines outlining the steps and
requirements of the homesite lease application process.

• The NLD and BIA should develop expedited homesite lease application procedures to be used
when an existing homesite leaseholder transfer property to a new homesite leaseholder.

• The Navajo Nation recently approved a new masterlease with provisions for a 50-year lease
term, community-planned subdivisions, and encumbrances.  The tribal government and the
BIA should develop a model subdivision masterlease for private and non-profit developers.

Barrier:  It is difficult for allottees to obtain clearance from multiple owners.

Recommendations
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• The One-Stop Mortgage Center Initiative should support federal legislation aimed at
simplifying the heirship issues, such as removing Federal Privacy Act restrictions against the
BIA releasing names of heirs to allotments.

• Chapters with allotted land should develop programs to assist allottees to obtain the necessary
changes.

Barrier:  BIA approval of the credit package is time consuming.

Recommendations

• The BIA Area Office should be allocated a new position dedicated solely to reviewing
homesite lease and credit applications.

• The BIA Central Office should provide better guidance to area and agencies offices regarding
criteria for reviewing credit applications.  It should also allocate a new position to the Navajo
Area Office dedicated solely to reviewing homesite lease and mortgages.

• The BIA Area Office should fax notice of its approval of mortgages to the lender, upon
request.

III.  DEVELOP COMPREHENSIVE CONSUMER GUIDE

Barrier:  Navajo residents have to work with many different tribal and federal agencies to obtain a
mortgage.  The Navajo Partnership for Housing, Inc. assists families to prepare for
homeownership and, to a limited extent, can help them navigate through the bureaucracy.
However, there is no comprehensive summary of the homesite lease and mortgage lending
process.

Recommendation

• The Local Working Group should compile each agency’s guidelines into one comprehensive
guide to homeownership on the Navajo Nation.  This consumer guide should be distributed
through all housing providers, including Chapter Houses.

IV.  CLARIFY FEDERAL AND TRIBAL REQUIREMENTS FOR ENVIRONMENTAL
AND ARCHEOLOGICAL CLEARANCES

Barrier:  Navajo residents are often uncertain about when an environmental or archeological
clearance is required.

• The Navajo Historic Preservation Department should develop guidelines explaining the
archeological clearance process.

• The One-Stop Mortgage Center Initiative should determine whether the Navajo
Environmental Protection Agency could be recognized as a federal agency with sovereign
immunity and determine its own environmental requirements.

V.  EXPEDITE AND IMPROVE TITLE PROCESS
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Barrier:  It takes too long to obtain a Title Status Report (TSR).

Recommendations

• The Albuquerque Title Plant should allow public access to title plants so that title companies
can conduct title searches.

• The One-Stop Mortgage Center Initiative should explore whether tribes could assume title
plant functions through Public Law 93-638 and whether this function could be funded by
NAHASDA.

Accomplishment

• The Navajo Nation, in partnership with the BIA Albuquerque Title Plant, established a title
examiner position to streamline processing between the Navajo Area Office and the
Albuquerque Title Plant.

VI.  SUPPORT GROWTH OF PRIVATE MORTGAGE MARKET ON NAVAJO
NATION

Barrier:  Lenders are concerned about the marketability of a home in the event of a default and
foreclosure.

Recommendations

• The Local Working Group should explore the creation of an intermediary that would purchase
defaulted property from the lender and resell it to a tribal member.

• Masterleases should include language to allow developers to purchase defaulted property
from the lender and resell it to a tribal member.

Barrier:  It is difficult to get an accurate appraisal of property on the Navajo Nation.

Recommendations

• The Local Working Group should compile a list of appraisers who are willing to work on the
reservation for inclusion in the consumer guide and distribution to local lenders.

• The Local Working Group should compile a database of all available information on existing
appraisals to serve as comparables.  The Navajo Housing Authority is conducting appraisals
on all of its housing stock to promote equity financing for rehabilitation and small business.

Barrier:  Lenders require title insurance policies, but few title companies will issue a title  policy
on reservation land.

Recommendations
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• The Local Working Group should compile a list of title insurance companies who are willing
to work on the reservation for inclusion in the consumer guide and distribution to local
lenders.

Barrier:  There are no housing or building codes on the Navajo Nation to govern the construction
of housing, which adds to the reluctance of lenders to make mortgage loans especially
construction financing) on the reservation.

Recommendations

• The tribal government should adopt a housing code that would require licensed contractors to
build to code.  The tribal agency that has authority for land-use planning could also enforce
the building code by licensing contractors and conducting inspections.

Barrier:  BIA regulations restrict the use of home equity loans.

Recommendations

• The One-Stop Mortgage Center Initiative should propose an appropriate amendment to allow
residents of trust land to take advantage of the full benefits of homeownership.
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APPENDIX C
The Second One-Stop Mortgage Center Pilot Project

Oglala Sioux Tribe Partnership for Housing, Inc.
Pine Ridge, South Dakota

In August 1998, HUD Secretary Andrew Cuomo visited the Pine Ridge Indian
Reservation to examine first-hand the severe housing and economic development challenges
facing the Oglala Sioux Tribe.  He found that many economic hurdles persist on the Pine Ridge
reservation.  Unemployment can reach as high as 85 percent during certain times of the year.
Little infrastructure exists, and commerce is minimal.  As a result, living conditions are deplorable.
An estimated 4,000 families need homes.  Overcrowding is severe, and in many cases, three or
four families share a single house.

During Secretary Cuomo’s visit, Tribal leaders discussed the need for a philosophical
change in the delivery of housing services.  Since the 1960’s, the Oglala Sioux Tribe’s designated
housing authority has provided rental and other federally assisted housing options, but the
Housing Authority has not had the capacity to provide extensive homeownership services.  As a
result of Cuomo’s close consultation with Tribal leaders in housing issues, the Tribe received
assistance from HUD to create a not-for-profit entity, the Oglala Sioux Tribe Partnership for
Housing, Inc. (OSTPHI).  The Oglala Sioux Partnership’s mission is to promote homeownership
on the Pine Ridge reservation and provide long-term housing and financial services to Oglala
Lakota tribal members.  The Oglala Lakota name for the nonprofit is Tatanka Woihanble Otipi:
Buffalo Dreams, Gathering Homes.  The Oglala Sioux Partnership will serve many functions:
help identify families ready to buy a home, provide families with home buyer counseling, serve as
a liaison between families and lending institutions, assist families in finding an affordable home for
purchase or construction, as well as locating the best lending package.  OSTPHI also will help
find or provide gap financing, and, most importantly, entice the private sector to address real
estate needs, construction development, and financing on the reservation.

Secretary Cuomo believes that creation of this type of tribal non-profit, specifically
targeted to homeownership services, should not be limited to the Pine Ridge Reservation.
Secretary Cuomo’s goal in working with the Oglala Sioux Tribe and tribal leaders across the
country is to create a national housing model to build and renovate affordable housing on tribal
lands and help more Native Americans become homeowners.  This model, entitled Shared
Visions, is being designed for replication on tribal lands everywhere, to increase the number of
affordable, quality homes and make it easier for Native Americans to obtain mortgages.  To
showcase the creation of this national housing model, the Oglala Sioux Tribe will host the Pine
Ridge Building Summit, July 30 - August 7, 1999.  The Summit will be the Oglala Sioux
Partnership’s first initiative to improve housing and economic conditions on the reservation.  The
Building Summit will result in 300 new or rehabilitated homes in all nine districts on the
reservation by the year 2000.  The first building event will be a seven-day effort, when 50 homes
will be built or rehabilitated.  New roads and water and sewer systems will be constructed, and an
additional  250 homes will be constructed in 2000.
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A primary focus of the Pine Ridge Building Summit will be the use of volunteer labor to
offset the cost of housing construction.  More importantly, Shared Visions will include a self-
help housing component which brings together financial subsidies with “sweat equity.”  “Sweat
equity” refers to labor that families contribute to the construction of their homes.  The level of
sweat equity will depend upon the skills and health of the families involved.  Having families assist
in the construction of their homes makes the homes more affordable and provides a heightened
sense of ownership for the homebuyer.  Sweat equity also provides an opportunity to teach
construction and related skills to family members who participate.

Since its inception, Secretary Cuomo has insisted that national tribal leaders take the lead
in the design and implementation of Shared Visions.  Cuomo has encouraged tribes to consider
this an opportunity to actively seek public and private sector partners in housing to meet the
immediate housing needs of tribes, and to increase private investment activity on reservations in
general.  At Pine Ridge, OSTPHI is working closely with Norwest Mortgage to facilitate
homebuyer readiness and mortgage loans for families interested in the Pine Ridge Building
Summit.  Norwest has had a long-standing relationship with northern plains Tribes, and is a leader
in mortgage lending throughout Indian Country.  OSTPHI has identified potential homebuyers
through outreach in the community including hosting homebuyer fairs, sending mailings, holding
informational meetings, and collecting pre-applications.  Norwest has begun screening applicants
for mortgage loans and forwarded approved applications to HUD’s Office of Native American
Programs for Section 184 underwriting approval.  Working together, these partners have
provided individual application assistance to each household, and will provide mandatory
homeownership counseling for approved applicants.  OSTPH and Norwest are also offering
counseling to applicants with credit issues, to repair their credit and prepare them for
homeownership.  Once they address credit and budget issues, OSTPH will work with them to
obtain a mortgage.

Developing the Shared Visions model and preparing for the Building Summit has been
and excellent example of interagency coordination on the ground at Pine Ridge.  OSTPH is
coordinating closely with BIA on construction preparation for homes to be built during the
Building Summit, including streamlined approval of sites for preparation.  Recent designation of
Pine Ridge as an Empowerment Zone in January of 1999 also compliments the economic
development aspect of the Shared Visions effort through coordination with USDA Rural
Development.  At the same time, HUD and tribes have worked to incorporate private interests
nationwide.  Partnering with tribes will be the members of the National Partners in
Homeownership, including Habitat for Humanity, the National American Indian Housing Council,
the Neighborhood Re-investment Corporation, the National Association of Homebuilders, and the
Mortgage Bankers Association of America, to name a few.  Through the One-Stop Mortgage
Center Initiative, the U.S. Department of Agriculture, Treasury, Interior, Bureau of Indian
Affairs, and other federal agencies also are contributing to Shared Visions, as well as the overall
effort to reform mortgage lending on tribal lands.  OSTPH is also moving forward with fund-
raising efforts for operation, new construction, housing counseling, and financial products.

The Pine Ridge Building Summit is only the beginning.  The long-term goal of Shared
Visions is to help solve the housing crisis on American Indian Reservations across the country by
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finding innovative ways to build affordable, quality homes and encourage homeownership and
private sector investment in reservation communities.

Because Shared Visions attempts to address many of the goals of the One-Stop
Mortgage Center Initiative, Secretary Cuomo and the One-Stop Mortgage Center Initiative
designated the Oglala Sioux Partnership as the second One-Stop Mortgage Center pilot project.
The Navajo Partnership for Housing, Inc. was designated as the first pilot project as a reinvention
of the existing Navajo capacity to provide homeownership services to tribal members.  Pine
Ridge, on the other hand, has extremely limited capacity for providing homeownership services.
The Shared Visions initiative currently underway is an educational and capacity building effort to
fill an existing void in homeownership services to residents.  Incorporating the principals of the
One-Stop Mortgage Center throughout the development of a new homeownership facilitating
non-profit will insure OSTPHI’s success in increasing homeownership opportunities on Pine
Ridge and prove that the One-Stop principles will work for any reservation community currently
lacking homeownership services.
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APPENDIX D

RESOURCE LIST

The following represents a list of partners that have demonstrated cultural awareness and
sensitivity in past partnerships or have programs that will enhance the development of culturally
appropriate partnerships.

GOVERNMENT AGENCIES

Bureau of Indian Affairs, Office of Indian Education Programs - 1849 C Street, NW,
Washington, DC 20240-0001, 202-208-6123
See http: //shaman.unm.edu/oiep/studsch. htm for information about students and schools, and
http:/shaman.urun.edu/oiep/prog2.htm for information about programs.

The mission of the BIA Office of Indian Affairs is to provide education from childhood
through adult life for Indian people. Dr. Sandra Fox has worked with curriculum
development and would like to work more with the American Indian Business Leaders
and other resource organizations to further financial literacy and programs for
economic and homebuyer education in Indian country. Extensive information about
programs and local contacts is available at the OIEP website.

Contact:

• Dennis Fox, Assistant Director.
• Dr. Sandra Fox, Oglala Lakota - Chief of Monitoring and Evaluation.
• Charlie Geboe (202) 208-4040

Department of Housing and Urban Development, Office of Native American Programs -
451 17th Street, SW, Room 4128 South, Washington, DC 20410-5000
See http://www.codetalk.fed.us.onapstaf.htinc for information about HUD programs for
Native American housing.

Contact:

• Jacqueline Johnson, Deputy Assistant Secretary (202) 401-7914

Community Development Financial Institution Fund - 601 13th Street, NW - 200S,
Washington, DC 20005
See www.treas.gov/cdfi for information about this wholly owned government corporation
within the U.S. Treasury.

CDFI promotes economic revitalization and development in distressed urban and rural
communities throughout the United States.
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Contact:

• Ellen Lazar, Executive Director (202) 622-8662
• Rodger Boyd, Native American Issues

COLLEGES AND UNIVERSITIES

Haskell Indian Nations University, 155 Indian Avenue, Lawrence, Kansas 66046-4800,
(785)-749-8404 (phone), (785) 832-6606 (fax), http://www.haskell.educ/.

Haskell serves all federally recognized tribes, focusing on education, research and cultural
programs that increase knowledge and support educational needs of American Indians.
They offer four-year degrees in education, Native American Studies and business
administration. The Center for Tribal Entrepreneurial Studies is working on developing
training for tribal leadership and developing entrepreneurial curriculum for elementary and
high school teachers.

Contact:

• Cheryl Foley Chuckluck, Director of the Center for Tribal Entrepreneurial Studies, (785)
749-8404 ext. 293.

• Don Bread, Business Department (785) 749-8402

Salish Kootenai Community College, 52000 Highway 93, Box 117, Pablo, MT 59855, (406)
675-4800 (phone), (404) 675-4801 (fax).

Salish Kootenai College offers degree programs in vocational training, community service,
Indian culture, history and adult education. They are funded by the Kauffman Foundation
to do curriculum development, and have been doing work on educational literacy issues.

Contact:

• Michelle Lansdowne (406) 675-4800 ext. 246 - educational literacy issues, michelle
landsdowne@skc.edu.

Fond du Lac Tribal Community College

The college has recognized the need for increased understanding of how credit works and
has established a personal finance course for students. College officials are also working
with the University of Minnesota to establish a two year business/financial services
curriculum for community college students that will begin the Fall semester of 1999.

Contact:
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• Bryan Jon Maciewski (218) 879-0800, (800) 657-3712, bjon@mail.fdl.cc.mn.us

Tribal Colleges

Thirty tribes operate their own colleges. See http://niikaan.fdl.cc.nm.us/tqi/tcweblinks.htm
for a complete list of mailing addresses and telephone numbers. See http: flinfo. pitt. edu/
-Imitten/education. html for website addresses.

EDUCATIONAL ASSOCIATIONS

American Indian Higher Education Consortium

Consortium of 30 tribal colleges. Publishes the Tribal College Journal, which includes
12/97 article, "American Indian Culture and Curriculum". See
http://nikaan.fdl.cc.nm.us/tcj/.

National Federation for Teaching Entrepreneurship
See www.nftebiz.org.

Contact:
• Michael Caslin 111 (212) 232-2244 (212) 978-0105 (voice mail): Executive Director.  See

nftecaslin@msn.com.

National Indian Education Association

Founded in 1969 to give American Indians and Alaska Natives a national voice in
improving access to educational opportunity. See http://www.niea.org/.

Contact:

• Dr. Sherry R. Allison, President: Senior research scientist at the Center for Development and
Disability, University of New Mexico - Albuquerque.

• Gloria Grant, Board Member: Navajo-Omaha, curriculum center director for Chinle Unified
School District No. 24.

• Elmer J. Guy, Board Member: Navajo. Executive Director for Navajo Nation, division of
Dine education, Window Rock.

FOUNDATIONS

Ewing Marion Kauffman Foundation, 4801 Rockhill Road, Kansas City, MO 64110-2046,
816-932-1151 (phone) (816) 932-1430 (fax). See www.emkforg, ww.entreworld.org.
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The Kauffman Foundation is a large, relatively new foundation with substantial research
capacity that supports youth education and entrepreneurship. They have provided
substantial funding for curriculum development to Haskell Indian Nations University in
Lawrence, Kansas and the Salish Kootenai College in Pablo, Montana. One of the
programs they support is a Mini-Society modular curriculum in which children ages 8 to
12 design and develop their own society in which to learn about entrepreneurship.

Contact:

• Rhonda Holman (816) 932-1151: Director of Community Entrepreneurship.
• Dr. Marilyn Karilsky: Expert on curriculum development.

Fannie Mae Foundation, 4000 Wisconsin Ave., North Tower, Suite One, Washington, DC
20016.

The mission of the Fannie Mae Foundation is to transform communities through
innovative partnerships and initiatives that revitalize neighborhoods and create affordable
homeownership and housing opportunities across America.

Contact: Julie Ha, Manager of Targeted Outreach Programs (202) 274-8034

NONPROFIT ORGANIZATIONS

American Indian Business Leaders, University of Montana, Gallagher Business Building,
Suite 366, Missoula, MT 59812, (406) 243-4879 (phone), (406) 243-2086 (fax).

AIBL was organized at the national level in 1995, and is advised by the American Indian
Higher Education Consortium (AIHEC). They have worked with the BIA's Office of
Indian Education and others to develop an economic education curriculum, and are very
interested in working further on culturally appropriate education. Their general purpose is
to stimulate tribal economic growth and stability, with an emphasis on maintaining
culturally appropriate education. Their general purpose is to stimulate tribal economic
growth and stability, with an emphasis on maintaining culturally appropriate American
Indian business development. Board members include Sherry Salway Black (Oglala
Lakota) of the First Nations Development Institute and banker Gerald Sherman (Oglala
Lakota). Chairman Dave Archambault is a former president of the American Indian
Higher Education Consortium.

Contact:

• Dave Archambault, Oglala Lakota, Chairman of the board of directors (701) 854-7201 or
(701) 854-7245.

• Michelle Henderson, Asiniboine, Executive Director (406) 243-4879.
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America's Promise - Alliance for Youth

This is an initiative started by General Colin Powell and former presidents that supports
youth through mentors, safety, health, education, and service. See
www.americasp-omise.org.

First Nations Development Institute, The Stores Building, 11917 Main Street,
Fredericksburg, VA 22408, fax (540) 371-3515.

The primary mission of First Nations is to promote culturally appropriate economic
development by and for Native peoples. In addition to economic development, this
18year-old organization has been working with banks and others on financial literacy and
housing issues. They recently formed a Native Assets Research Center to promote
research on native issues and to address policy issues.

Contact:

• Sherry Salway Black, Oglala Lakota , Vice President (540) 371-5615.

North American Native Bankers Association

The North American Native Bankers Associations a nonprofit association of Indian owned
financial institutions. Formed in 1998, this organization was created to strengthen and
increase the number of Indian owned financial institutions in the United States and
Canada. See www.naba.org.

Contact:

• J.D. Colbert, President (405) 292-3020

Lakota Fund

Nonprofit housing and small business development organization serving the needs of
Native Americans on the Pine Ridge reservation in South Dakota.

Contact:

• Elsie Meeks, Executive Director (612) 824-9363. See Error! Bookmark not defined..

Minnesota Indian Economic Development Fund

The Minnesota Indian Economic Development Fund acts as a catalyst for entrepreneurial
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activities and a gap financier completing the link between the borrower and the primary
lender.

Contact:

• William Connelly, Executive Director (612) 824-9363

National American Indian Housing Council, 900 2nd Street, NE, Suite 009, Washington, DC
20002, fax (202) 789-1758, http://naihc.indian.com/.

The NAIHC is an Indian organization that advocates for improved Native American housing and
provides technical assistance, training, research and information services to tribes.

Contact:

• Chris Boesen, Executive Director (202) 789-1754

National Center for American Indian Economic Development, 953 E. Juanita Avenue,
Mesa, AZ 85204-6622, fax (602) 545-4208.

The National Center has provided management consulting and assistance to small
businesses in Indian Country for 27 years. They have been recommended as a partner
because of the philosophy of their approach to working in Indian country and their
network of contacts for dissemination of materials to individuals and tribes. The mission of
the organization is to develop and expand the American Indian private sector to employ
Indian labor and increase the number of tribal and individual Indian owned businesses.
NCAIED positively impacts and involves reservation communities, by establishing
business relationships between Indian enterprises and private industry.

Contact:

• Ken Robbins, President (602) 545-1298. See www.nacied.org

Future Business Leaders of America

Future Business Leaders is an educational association of students preparing for careers in
business and business-related fields, divisions for middle school, high school and
post-secondary students. 13,000 chapters in the United States, supported by dues and
contributions. See http://www.fbla-pbl.org/fag.

Junior Achievement

Economic education program for students K-12, taught primarily by classroom volunteers.
Has been used extensively by tribes in Alaska. See http://www. ja.org/index. asp.
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Contact:

• Vera Tanier (719) 540-6252: Director of Strategic Alliances and Volunteers.

FOR-PROFIT ORGANIZATIONS

Falmouth Institute Offers Training, consulting and publications for Indian country. See
http://www.falmouthinsti.com/index.htm.

Financial Institutions

The following institutions have developed programs and curriculum for use in Indian
Country: Bank of America-Nations Bank, Washington Mutual, Wells Fargo and Norwest.

OTHER ORGANIZATIONS

Federal Deposit Insurance Corporation
Federal Home Loan Bank
Federal Reserve System
Freddie Mac

Neighborhood Reinvestment Corporation
Office of Comptroller of the Currency
Office of Thrift Supervision
U.S. Department of Education
Neighborhood Housing Services of America



Before You Begin
In this section, we want to challenge you to think carefully about your decision
to create a new organization.  You see an urgent need in your community, a
need that’s going unmet, and you’ve decided to do something about it. Is
creating a business the only way to “do something about it?” There may be
another way to meet your goal, and if so, it’s probably simpler than creating an
organization. Start by answering these questions with the help of people who’ll
be very honest with you:

q Are other organizations doing what you plan to do?  __________
 If so,

♦ Do they serve the population you want to serve? ___________________
 ________________________________________________________________
♦ Are they good at what they do? __________________________________
♦ Do you intend to replace them? __________________________________
 ________________________________________________________________
♦ Are their clients satisfied with the services? _______________________
 ________________________________________________________________
♦ Do they make enough money to stay in business comfortably? ______
 ________________________________________________________________
♦ Are they well-known and well respected? _________________________
 ________________________________________________________________
 

If you answered yes to these questions, expect competition. So your services
must be at least as good as existing services and at least as convenient. If your
target customers believe existing services meet their needs, and if there’s no
excess demand in the market, there’s probably no need for your new business.

Now consider these questions:

q Can you generate enough money to sustain a viable business?  ___________
♦ Have you drafted a resource development strategy? _______________
 ________________________________________________________________
♦ Are you going to rely on funds other than government grants? ______
 ________________________________________________________________
♦ Will your clients pay the cost (to you) of the services they receive? ___
 ________________________________________________________________
♦ Have you clearly identified your target population? ________________
 ________________________________________________________________
♦ Are there enough potential customers in your target area to support

a new business? ________________________________________________
♦ Will you offer services for which there is active demand? (Active

demand refers to goods or services that people can and will take
advantage of today, rather than at some point in the future.) _______

 ________________________________________________________________
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Negatives here should send you back to the beginning, asking whether you
should create a new organization. Don’t assume you’ll have endless
government and foundation grants for your work and that the public will
eagerly support your good intentions. This is wishful thinking, not careful
planning. And without the latter, you may fold nearly as quickly as you open.

If you plan to serve people with low incomes, decide how you’ll supplement the
cost of services; even if you charge fees, they must be nominal. Unlike a for-
profit business, your customers won’t be able to pay the cost of your services.

Decide exactly who you want to serve and how to offer services they’ll take
advantage of immediately. Your prospective customers have more choices than
you may think. Consider this example: Your new nonprofit organization builds
four modestly priced homes in a community with low ownership rates. Yet no
one seems interested in them. You discover that your target buyers typically
need better access to transportation services than those available to your new
houses. Furthermore, most have school-aged children and won’t even consider
relocating them to the school district that serves your new houses. They choose
instead to continue paying too much of their income for low-quality rental
housing. And your lovely new houses sit vacant.

Do your homework first. Ask yourself tough questions. If you don’t like the
answers, outline potential solutions before you open, not after. If you can’t
answer most of the problems you uncover, get qualified help. You may find
help in your city or county’s community development department or housing
department, successful service providers working in other parts of the city or
in other cities, paid consultants, and publications or programs from
organizations like Enterprise.

It’s not unusual to grapple with tough questions at this stage, and this is the
perfect time for creative thinking. That creativity can help you develop a
successful organization or find other ways to achieve your goal. Here are a few
more things to think about:

q Perhaps you can help a local service provider do a better job. You could
♦ Provide transportation to and from appointments for the service

provider’s customers
♦ Offer a complementary service to the service provider’s customers in

exchange for space and administrative support
♦ Become and active member of the service provider’s board
♦ Take on the mantle of community organizer and educator, mobilizing

the community to support the service provider and to use its services
♦ Organize your faith community to raise money, sponsor community

awareness events, and volunteer time to the service provider
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There may be dozens of ways you can help existing institutions do a better job
of serving people in your community. Creating a new organization is only one
of the ways, and it’s one of the most difficult.
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Should Our Business Be A “Nonprofit”?

Most people who decide to create an organization that serves people with low
and moderate incomes automatically plan to make that organization a
nonprofit. So let’s look first at what that means.

What Is A Nonprofit?
A common misconception is that the Internal Revenue Service (IRS) grants
nonprofit status and that the terms “nonprofit” and “tax exempt” are
synonyms. Not so. Incorporating a business, whether for profit or not, is a
matter of state law. One criteria for being designated “nonprofit” is what
doesn’t happen to your profit—namely that it doesn’t go to the organization’s
board. Another is that the organization exists to carry out public, educational,
civic, charitable, religious, or similar activities. Nonprofit status, then, refers
primarily to the reason the organization exists--its mission.

Incorporation as a nonprofit under state law doesn’t automatically yield tax
exemption. In California, new nonprofits prepay a “minimum franchise tax” of
at least $600 to the Secretary of State unless they receive exemption from
state taxes. In Texas, nonprofits are also subject to franchise taxes unless
specifically exempted by the state. Each state defines the particular kinds of
nonprofits eligible for exemption.

After incorporating as a nonprofit, most nonprofit organizations apply to IRS
tax-exempt status. And some states grant exemption from state income taxes
to nonprofits with federal tax-exempt status. The point here is that becoming a
nonprofit and becoming tax exempt are two distinct transactions.

What “Nonprofit” Doesn’t Mean
The term nonprofit often causes another misconception—that nonprofit
organizations shouldn’t make money. Not so. Nonprofit status means that that
profit-making is not the organization’s goal and its board doesn’t benefit from
the money it makes.

Every business needs to make money to remain strong, expand services, and
weather economic downturns. Profit is simply money earned in excess of the
cost of doing business. It’s not a dirty word. After all, the needs in most
communities far exceed the ability of most nonprofits to fully answer them.
Nonprofit boards and managers should plan and expect to make money—not
for the sake of making money, but for the sake of the people they serve.
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Is Nonprofit Status For You?
There are several compelling reasons for creating a nonprofit organization.
Perhaps the most important is that it’s a prerequisite for becoming exempt
from federal and state taxes. Another reason is that people expect certain
kinds of “charitable” organizations to be nonprofit and may hesitate to give
financial support to those that aren’t nonprofit. A third reason is that funders
like federal and local government agencies and private foundations grant
hundreds of thousands of dollars each year to nonprofit, tax-exempt
organizations.

Accounting Considerations
What are the pros and cons of operating as a nonprofit from an accounting
point of view? An accountant with accounting firm KPMG Peat Marwick says
the primary difference relates to the way nonprofits have to record
contributions and report on them in their financial statements. Setting up and
maintaining the right kind of accounting system is critical, but also easily
done with an accountant who’s well-versed in nonprofit accounting and a with
an experienced bookkeeper to record day-to-day financial transactions.

Another Option
Nonprofit status may not be your only option, though. Some nonprofits
support their operations through profit-making activities not related to their
nonprofit programs. Other nonprofits exist to create new jobs or businesses in
their communities. Both want and need to generate as much income as
possible, and nonprofit status may not be the best option for them.

IRS grants tax-exempt status only to nonprofit organizations and only for
certain eligible activities. If your proposed money-making activities are not
consistent with a IRS-approved charitable purposes, nonprofit and tax-exempt
status may be counterproductive for you.

Advantages of for-profit status include (1) the availability of certain grants
and loans specifically for for-profits [such as from the Small Business
Administration], (2) exemption from nonprofit and tax-exempt paperwork
requirements, (3) greater flexibility to decide how to spend the company’s
profit, and (4) the ability to compete head to head with for profit businesses.
Carefully weigh these advantages against those of being nonprofit.

Here’s another fact to consider. If you generate profit to support your
organization through activities unrelated to your IRS-approved charitable
purpose, IRS will tax it as  “unrelated business income.” Your tax exemption
applies only to the IRS-approved activities described by your mission. So you
must pay taxes on this income and continue to file forms required by your
state’s nonprofit corporation law and by IRS.



7

So if you plan to generate significant ongoing support for your nonprofit
operation through unrelated business income, talk with your legal and
accounting advisors about the pros and cons of creating a for-profit operation
for that purpose.
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How Do We Incorporate?
To incorporate, you’ll have to file some type of articles of organization, called
articles of incorporation in most states, the charter in others. (This guide will
use the term “articles of incorporation.”) This document is a series of
paragraphs describing the organization’s purpose and structure. States
provide either a fill-in-the-blank form, a sample format, or instructions for
developing your own articles. Most states allow you to add paragraphs to your
articles that meet your organization’s particular needs. One of the most
important of these contains language required by IRS for those who want
federal tax-exempt status. (More about this later.)

Some organizations will have their articles drafted by an attorney, but in most
states you can draft your own and then have a lawyer review them for
completeness and compliance with your state’s nonprofit corporation law.
Many states suggest, but not require a legal review since it’s important that
you include all the provisions required by state law along with those you need
to describe your particular organizational structure.

The First Step To Incorporating
A good starting point is a basic understanding of how to incorporate in your
state. You can get this information from the Secretary of State (or
Commonwealth). You’ll have to draft articles of incorporation in the acceptable
format, and submit the signed document(s) to the designated state agency
along with the appropriate fee. You’ll receive by mail either a certificate of
incorporation, an officially approved version of your original articles, or some
other notice of incorporation.

You’ll get the fastest approval if you follow your state’s rules carefully. A few
states provide one-stop-shopping and will tell you every form to file, every
agency to contact, and every fee to pay in order to create and operate a
nonprofit corporation. In most states, though, you’re on your own. The
information is available, but you have to figure out where to look. Your
attorney is a valuable resource if you don’t have the time to research all your
state’s requirements.

We’ve looked into the basic requirements in several states and offer these tips:

(1)  Learn the minimum number of people needed to incorporate. The District
of Columbia, for example, requires three people, while Missouri and
Maryland require one. (The incorporator is the person responsible for
creating the corporation; his job is done once the organization has been
incorporated.)
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(2)  Be sure you include the right signatures in your articles of incorporation.
Maryland and Oregon require that each incorporator sign the articles,
while Georgia requires only one signature.

 
(3)  File the right number of documents. Some states require that you file an

original and one or more copies of your articles. And sometimes the
“duplicates” need original signatures.

 
(4)  Choose your corporate name carefully. You can’t incorporate with a name

that’s identical to or “deceptively similar to” that of another corporation
registered in your state. Many states allow you to check for name
availability—or even reserve a name—before you submit your articles.
Usually, the name availability check is free, but you pay to reserve a name.

 
(5)  Pay the correct fee. The fee to file your articles is inexpensive in most

states. Here are several examples:
o California $30
o Georgia $60
o Kansas $25
o Maryland $40
o Massachusetts $35
o Missouri $25
o New York $125
o Texas $25
 
(6)  Learn about other nonprofit start-up requirements in your state. For

example, some states require that you register as a charitable organization
if you plan to raise money in that state, and you’ll normally have to contact
an agency other than the Secretary of State’s office. Also, in many states,
you have to file for exemption from state income or franchise taxes—even
though you’ve incorporated as a nonprofit.

The Boilerplate Articles of Incorporation
On the next few pages you’ll see a sample document. Most of the items are self
explanatory. For those that aren’t, we’ve included explanations. After the
boilerplate, you’ll find a completed (fictitious) sample that’s ready to be signed
and filed. At the end of this guide, you’ll find blank articles that you can
retype or copy and fill in the blanks. It’s a good idea to keep a computerized
version of the document; you may need to change it several times before you
file it, and later on you may need to amend it.

Remember to review your state’s requirements ; this boilerplate may not work
for you. And don’t forget to check with your attorney before you spend a lot of
time on this.



CODE TO TEXT COLOR
Black: The articles
Blue: The information you must fill in

Magenta: An explanation about the information you must fill in

ARTICLES OF INCORPORATION OF

(THE NAME OF YOUR CORPORATION)

In most states, your name must include one of the following words: incorporated,
corporation, or limited, or the abbreviation for one of these.

(A Nonprofit Corporation)

The undersigned, being at least eighteen years of age, acting as incorporator, does
[Some states require or you may wish to show  more than one incorporator. In that
case, say “”incorporators, do.”] hereby form a nonprofit corporation under and by virtue
of the (your state’s name) Nonprofit Corporation Law. [Or the name of the appropriate
law in your state.]

FIRST:       The name of the corporation (hereinafter called the "Corporation") is (the
name of your corporation). [Be sure the name is spelled exactly the same
way it’s spelled at the top, including tags like “Inc.”!]

SECOND: The period of its duration is perpetual. [If you plan to exist only until
some identifiable point in time, say so here.]

THIRD: The Corporation is organized and shall be operated exclusively for
charitable purposes within the meaning of section 501(c)(3) of the Internal
Revenue Code of 1986 (the "Code").

   In furtherance of these purposes, the Corporation, [brief description of
your intended activities.] [If you plan to be tax-exempt, check your state’s
rules about the kinds of activities are recognized as exempt. In some
states, IRS designation isn’t enough.]

The Corporation may engage in any and all other charitable activities
permitted to an organization exempt from federal income tax under
section 501(c)(3) of the Internal Revenue Code of 1986, as amended, or
corresponding future provisions of the federal tax law.  To these ends, the
Corporation may do and engage in any and all lawful activities that may
be incidental or reasonably necessary to any of these purposes, and it
shall have and may exercise all other powers and authority now or
hereafter conferred upon nonprofit corporations in the State of [your
state]. [Your state won’t require this article, but IRS will.]
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No part of the income or principal of the Corporation shall inure to the
benefit of any director or officer of this Corporation or any other private
individual, except that the Corporation shall be authorized and
empowered to pay reasonable compensation for services actually rendered
to it, and to make reasonable payments and distributions in furtherance
of the aforementioned purposes of the Corporation.

The Corporation shall not engage in any activity which is prohibited to a
corporation exempt from federal income tax under section 501(c)(3) of the
Internal Revenue Code of 1986, as amended, or any corresponding future
provisions of the federal tax law.  In accordance with the existing federal
tax law, the Corporation shall not participate or intervene in any political
campaign on behalf of any candidate for public office by publishing or
distributing statements, or in any other way.  No substantial part of the
activities of the Corporation shall be the carrying on of propaganda, or
otherwise attempting to influence legislation. [Required by IRS.]

FOURTH: The Corporation shall not have members.  [You may want members. If so,
describe them briefly.]

FIFTH: A statement as to the manner in which directors shall be elected or
appointed shall be set forth in the bylaws of the Corporation.  Sole voting
power in the Corporation shall be vested in the Board of Directors. [Some
states call them “trustees.”]

SIXTH: Provisions for the distribution of assets on dissolution or the termination
of the Corporation are as follows:

Although the period of duration of the Corporation is perpetual, if for any
reason the Corporation is to be dissolved or otherwise terminated, no part
of the property of the Corporation or any of the proceeds shall be
distributed to or inure to the benefit of any of the directors of the
Corporation.  Upon the dissolution of the Corporation, assets shall be
distributed for one or more exempt purposes within the meaning of
section 501(c)(3) of the Internal Revenue Code, or the corresponding
section of any future federal tax code. Any such assets not so disposed of
shall be disposed of by a Court of Competent Jurisdiction of the county in
which the principal office of the Corporation is then located, exclusively
for such purposes or to such organization or organizations, as said Court
shall determine, which are organized and operated exclusively for such
purposes. [Required by IRS and also by some states.]

SEVENTH: The present address of the principal office of the Corporation in [your
state] is [your office address].  The name and address of the registered
agent [ or statutory agent] of the Corporation in [your state] are [your
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resident agent’s name and street address—not PO box]. The resident [or
statutory] agent is a citizen of [your state] residing therein.

EIGHTH: The initial number of directors of the Corporation shall be [number of
founding board members] ,which number may be increased or decreased
pursuant to the bylaws of the Corporation. [Usually you’re required to
start with at least three.] The names and addresses of the directors who
shall act until the first meeting or until their successors are duly chosen
and qualified are:
[List names and addresses of founding board members or trustees.]

NINTH: The Corporation shall not be authorized to issue capital stock.

TENTH: The directors and officers of the Corporation shall have no liability to the
Corporation for money damages except (i) to the extent that it is proven
that such person actually received an improper benefit or profit in money,
property or services or (ii) to the extent that a judgment or other final
adjudication adverse to such person is entered in a proceeding based on a
finding in the proceeding that the person's action, or failure to act, was
the result of active and deliberate dishonesty and was material to the
cause of action adjudicated in the proceeding.  This Article shall not be
construed to affect the liability of a person in any capacity other than as a
director or officer of the Corporation. [Some states have language of their
own in the law about this. Check on it.]

ELEVENTH:  The name and address of the incorporator[s] are:
[Name(s) and address(es) of incorporator(s)]

 IN WITNESS WHEREOF, I [we] have signed these Articles of Incorporation,
acknowledging the same to be my [or “our”] act, on this [date] day of  [name of month,
year]. Add a signature line for each incorporator.

Signature of Incorporator Date Signed Signature of Incorporator Date Signed
Typed Name of Incorporator Signature of Incorporator
Incorporator Incorporator

Some states require the following:
I [notary’s name], a Notary Public, hereby certify that on the [day] day of
[month],[list the name of each incorporator who must sign] appeared before
me and signed the foregoing document as incorporators, and have averred
that the statements therein contained are true.

Notary’s Signature
Notary Public

My Commission Expires: Date Commission Expires
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ARTICLES OF INCORPORATION OF
NEIGHBORHOOD HELPERS, INCORPORATED

(A Nonprofit Corporation)

The undersigned, being at least eighteen years of age, acting as incorporator, does
hereby form a nonprofit corporation under and by virtue of the Maryland Nonprofit
Corporation Law.

FIRST: The name of the corporation (hereinafter called the "Corporation") is
NEIGHBORHOOD HELPERS INCORPORATED.

SECOND: The period of its duration is perpetual.

THIRD: The Corporation is organized and shall be operated exclusively for
charitable purposes within the meaning of section 501(c)(3) of the
Internal Revenue Code of 1986 (the "Code").

   In furtherance of these purposes, the Corporation will work in the
Skylark neighborhood of Baltimore, Maryland to renovate its
deteriorating housing stock and to provide safe and decent housing to
low-income neighborhood residents living in substandard housing.

The Corporation may engage in any and all other charitable activities
permitted to an organization exempt from federal income tax under
section 501(c)(3) of the Internal Revenue Code of 1986, as amended,
or corresponding future provisions of the federal tax law.  To these
ends, the Corporation may do and engage in any and all lawful
activities that may be incidental or reasonably necessary to any of
these purposes, and it shall have and may exercise all other powers
and authority now or hereafter conferred upon nonprofit corporations
in the State of Maryland.

No part of the income or principal of the Corporation shall inure to
the benefit of any director or officer of this Corporation or any other
private individual, except that the Corporation shall be authorized
and empowered to pay reasonable compensation for services actually
rendered to it, and to make reasonable payments and distributions in
furtherance of the aforementioned purposes of the Corporation.

The Corporation shall not engage in any activity which is prohibited to
a corporation exempt from federal income tax under section 501(c)(3)
of the Internal Revenue Code of 1986, as amended, or any
corresponding future provisions of the federal tax law.  In accordance
with the existing federal tax law, the Corporation shall not participate
or intervene in any political campaign on behalf of any candidate for
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Neighborhood Helpers, Incorporated
Articles of Incorporation
Page -2-

public office by publishing or distributing statements, or in any other
way.

No substantial part of the activities of the Corporation shall be the
carrying on of propaganda, or otherwise attempting to influence
legislation.

FOURTH: The Corporation shall not have members.

FIFTH: A statement as to the manner in which directors shall be elected or
appointed shall be set forth in the bylaws of the Corporation.  Sole
voting power in the Corporation shall be vested in the Board of
Directors.

SIXTH: Provisions for the distribution of assets on dissolution or the
termination of the Corporation are as follows:

Although the period of duration of the Corporation is perpetual, if for
any reason the Corporation is to be dissolved or otherwise terminated,
no part of the property of the Corporation or any of the proceeds shall
be distributed to or inure to the benefit of any of the directors of the
Corporation.  Upon the dissolution of the Corporation, assets shall be
distributed for one or more exempt purposes within the meaning of
section 501(c)(3) of the Internal Revenue Code, or the corresponding
section of any future federal tax code.  Any such assets not so
disposed of shall be disposed of by a Court of Competent Jurisdiction
of the county in which the principal office of the Corporation is then
located, exclusively for such purposes or to such organization or
organizations, as said Court shall determine, which are organized and
operated exclusively for such purposes.

SEVENTH: The present address of the principal office of the Corporation in
Maryland is 1000 Blue Sky Road, Baltimore, Maryland 20000-30444.
The name and address of the resident agent of the Corporation in
Maryland are Bernice Jones, 2 Badde Avenue, Lincolntown, Maryland
20300-3945. The resident agent is a citizen of Maryland residing
therein.

EIGHTH: The initial number of directors of the Corporation shall be three (3),
which number may be increased or decreased pursuant to the bylaws



15

Neighborhood Helpers, Incorporated
Articles of Incorporation
Page -3-

of the Corporation.  The names and addresses of the directors who
shall act until the first meeting or until their successors are duly
chosen and qualified are:

Bernice Jones, 2 Badde Avenue, Lincolntown, MD 20300-3945
Jonathan Brackford, 23 Ohno Street, Olive Grove, MD 27373-3838
Terry Yacking, 5837 Chattering Lane, Washington, DC 20000-8383

NINTH: The Corporation shall not be authorized to issue capital stock.

TENTH: The directors and officers of the Corporation shall have no liability to
the Corporation for money damages except (i) to the extent that it is
proven that such person actually received an improper benefit or
profit in money, property or services or (ii) to the extent that a
judgment or other final adjudication adverse to such person is
entered in a proceeding based on a finding in the proceeding that the
person's action, or failure to act, was the result of active and
deliberate dishonesty and was material to the cause of action
adjudicated in the proceeding.  This Article shall not be construed to
affect the liability of a person in any capacity other than as a director
or officer of the Corporation.

ELEVENTH:  The name and address of the incorporator are:

Bernice Jones
2 Badde Avenue,
Lincolntown, Maryland 20300-3945

 IN WITNESS WHEREOF, I have signed these Articles of Incorporation,
acknowledging the same to be my act, on this 1st day of October, 1998.

________________________________
Bernice Jones
Incorporator
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How Do We Become Tax-Exempt?

We touched on the issue of tax-exempt status in our earlier discussion; let’s look at
it more closely now. The Internal Revenue Service (IRS) grants certain nonprofit
organizations exemption from federal (not state) income taxes, conferring what’s
called 501(c)(3) status. (That designation refers to a section of the IRS code.)

The Rules
It’s important to understand the rules that govern federal tax exemptions. You don’t
want to waste time, effort, or money, and you want to become exempt as soon as
possible. There are things to remember as you prepare your application, and you
inherit reporting and other requirements after becoming exempt. So be sure to
learn the rules up front.

Where can you find help? An ideal place to look for the information you need is the
IRS web site. The “Tax Exempt Organizations” page links you to information about
applying for exemption and to the rules for  exempt organization operations, such
as employee tax withholdings and unrelated business income tax returns. It’s quick,
easy and free, and it helps you find information you didn’t know to look for. If you
don’t have Internet capability, you can get the forms directly from IRS, along with
instructional publications and forms free of charge.

IRS ON THE WEB: Go to http://www.irs.gov. Click on the mailbox to enter. Scroll down to the bottom
and click on “Tax Info For You.” Then on that page, scroll down to “Tax-Exempt Organizations.” You’ll
find important topics here. Also, scroll down that page to “Tax-Exempt Organization’s Tax Kit.” This
matrix page allows you to download forms and publications for tax-exempt organizations, with
documents available in several different computer formats. Also, IRS Publication 557 is a
comprehensive guide for aspiring exempt organizations as is also available online.

Applying For Exempt Status
To qualify for federal income tax exemption, an organization must be a corporation,
community chest, fund, or foundation, and it must exist to carry out one of the types
of activities listed below:
3 charitable
3 religious
3 educational
3 scientific
3 literary
3 testing for public safety
3 fostering national or international amateur sports competition
3 prevention of cruelty to children or animals

EXCEPTIONS TO THE RULE: Nonprofits with annual gross receipts under $5,000 (except foundations)
and churches need not file to be exempt from federal income taxes; IRS considers them exempt. But
everyone who wants an IRS “determination letter” acknowledging their exemption must apply for it.
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Nonprofit  community development organizations typically apply for tax-exemption
under Section 501(c)(3) using IRS Package 1023, Application for Recognition of
Exemption. We’ll look at that application, but first, here aret some things to
consider before you start working on it.

Employer Identification Number
Every organization needs an employer ID number in order to become exempt, even
if you don’t have employees. Here’s the quickest way to get it:

(1)  complete IRS form SS-4, Application for Employer Identification Number;
(2)  apply to IRS by telephone, calling the number given in the form’s instructions;
(3)  wait for your number, and record it at the top of the form; and
(4)  sign and mail the original form within 24 hours.

We’ve included that form and its instructions at the end of this guide.

A Private Foundation?
Here’s something that may surprise you: According to IRS regulations, every
organization that qualifies for the 501(c)(3) tax exemption is a private foundation
unless it (a) is not required to file for exemption (churches, and nonprofits grossing
less than $5000 per year are not), or (b) receives broad public support or actively
supports an organization with broad public support—making it a public charity
instead of a private foundation.

Did you get that? Well, it’s not so simple as it looks. According to IRS Publication
557, Tax-Exempt Status for Your Organization, even if your nonprofit is considered
a public charity, IRS must presume that it’s a private foundation unless you notify
them that it’s a public charity. Private foundations face more restrictions and
requirements than public charities, and contributions to private foundations may
not be treated as favorably.

What does this mean for you? Consider these two things:

1)  If you’ve been operating for less than 8 months, pay special attention to Part III
of Form 1023, Application for Recognition of Exemption. This section asks
whether the organization is a private foundation and asks more questions that
allow you to verify your answer. IRS only offers what it calls an “advance ruling”
on your tax-exempt status to new nonprofits. The advance ruling is good for five
years, and during that time your organization will be treated like a public
charity. At the end of that time, IRS will ask for financial data to verify that,
indeed, your organization has operated as a public charity rather than as a
foundation.

 



18

2)  If you apply for tax-exempt status within 15 months of the date of incorporation,
your tax-exempt status becomes effective as of the incorporation date.
Otherwise, the exemption applies beginning on the date IRS received your
application for exemption. This could  cause trouble for early donors who
thought they were given to a tax-exempt organization.

A Public Charity
A public charity is by definition “publicly supported.” And IRS says your
organization is a foundation unless it can either pass its “one-third test” or its
“facts and circumstances” test for public support. To pass the first test your
organization must normally get at least one-third of its total support from
government, or the general public, or some combination of these. To pass the second
test, your support form government and the general public must be at least 10% of
your total income, and you must work continually to attract more public support.

As you can see, you should carefully review the instructions for completing form
1023. You want 501(c)(3) approval, not questions and challenges from IRS. If
necessary, get help from someone who’s done this successfully before. IRS offers
friendly and very helpful advice; so don’t hesitate to call for help. After all, they’re
the experts.

Organizing Documents
Along with your application for exemption, you must include a copy of your articles
of incorporation or other organizing instrument and a certificate of incorporation, or
whatever your state sent to verify the existence of your corporation. If you’ve
adopted bylaws, IRS wants those, too, but these aren’t organizing instruments; so
you needn’t adopt them in a rush just to include them with the application. Here’s
an important tip: You must send IRS a conformed copy of your articles. A conformed
copy is the version of your articles that reflects the original language plus all
amendments. (See Publication 557 for details.)

IRS requires that your articles contain certain language. The articles must limit
your organization’s activities to those allowed under 501(c)(3) and can’t empower it
to carry out 501(c)(3)-prohibited activities. Further, your bylaws should indicate
that your organization’s assets are permanently dedicated to an exempt purpose
and must be distributed for an exempt purpose if your organization dissolves. The
sample articles in our appendix meet this test.

Armed with this background, you’re ready to work on your 501(c)(3) application.

Your 501(c)(3) Application
Putting together this application requires strong communication among the
founders, along with a big dose of patience. Here’s what IRS says in its
“Instructions for Form 1023” about the time it takes to complete the paperwork:
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The time needed to complete and files these forms will vary depending on individual 
circumstances. The estimated average times are:

Learning Preparing and
about the law sending the

Form Recordkeeping or the form form to IRS
1023 Parts I to IV 55hr., 29 min. 4 hr., 37 min. 8 hr., 7 min.

Every applicant must complete the nine pages that make up parts one through four,
and certain nonprofits also must complete one or more of the other 10 “schedules.”

We’re not suggesting that you can’t put together a high quality application in less
time than IRS estimates. But we are saying that it’s not always quick, and it’s not
always easy. Quality, not speed, should be your goal. After all, you won’t be
approved any faster if IRS has to ask you for clarification, more information, or
corrections. Remember the rule: Do It Right The First Time!

Where To Start?
The first thing to do is collect all the forms you’ll have to submit and the how-to
information that comes with them. Here’s what you’ll need at a minimum:

o IRS Publication 557, Tax-Exempt for Your Organization (Rev. May 1997)
 

o Form 1023 and Instructions, Application for Recognition of Exemption
 

o IRS Form 872-C, Consent Fixing of Limitation Upon Assessment of Tax Under
Section 4940 of the internal Revenue Code (Yes, that’s the form’s name, and it’s
required if you need an advance ruling.)

 

o IRS Form 8718, User Fee for Exempt Organization Determination Letter Request

You should also gather certain organizational documents:

o Certificate of incorporation or its equivalent
o Bylaws, if adopted
o Budget projections for the next three years

After you’ve gathered the papers, it’s a good idea to copy your official documents
and re-file them. IRS wants copies for their files and doesn’t return originals. Next,
copy the IRS application forms and schedules so you’ll have a working copy,
recording your answers in pencil on this one. Then, after you’ve worked out all the
bugs, type and mail the forms.

Now let’s look at Form 1023. It comes with 6 pages of step-by-step instructions,
(most of it in fine print). Here are some important highlight from the instructions.
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Procedural Checklist
Page 7 of the Instructions for Form 1023 is a good place to start, and it begins by
telling you politely what happens when you send in incomplete information. In
short, don’t do it.

The Fee
Federal law requires that IRS collect a fee from applicants for determinations of
tax-exempt status; so the fee can’t be waived. Think of the fee as a “package”
consisting of your check and the accompanying Form 8718, User Fee for Exempt
Organization Determination Letter. Don’t send in the fee without this form
attached, and don’t send in Form 1023 without the fee. You’ll just get the whole
thing back. Attach the fee “package” to the front of 1023 application.

Form 8718 is mercifully short and easy to complete. You include the organization’s
name and employer identification number, check the box for the kind of application
you’re submitting, attach your fee package, and it’s ready to go.

What kind of application are you submitting? Well, there are three choices, and the
fee you pay depends on the choice that applies to you.

1) The first type of application comes from an organization making its first request
for a determination of exemption and having either annual gross receipts not
more than $10K during the past four years or a new organization that expects
not more than $10K in annual gross receipts during its first four years in
operation. The fee is $150.

 
2) The second type of application comes from an organization that had annual

gross receipts averaging more than $10K during the past four years or a new
organization that expects more than $10K in annual gross receipts during its
first four years in operation.

 
3) The third type of application comes from an already-exempt organization

applying for a group exemption letter. In this case, the applicant—the central
organization—is applying for exemption for one or more subordinate
organizations. The subordinates, then, need not file their own applications for
exemption. Also, the central organization can apply for the group exemption by
letter instead of completing IRS forms.

Part I Identification of Applicant
Every applicant for exemption must complete the first nine pages of the application.
Ten other schedules or forms are included with the package, but chances are, you’ll
have to complete only one or two of them. For example, there are separate schedules
for churches, schools, child care providers, and private operating foundations. And
there’s form 872-C for those asking for an advance ruling.
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The questions on page one are clear, but here are some things to think about:

Accounting Period
On line 4, you’ll have to give the month your accounting period ends. This can be
any 12-month period you’ve designated to be your fiscal year, whether or not it
begins in January. Some nonprofits live on federal funds and adopt the federal
fiscal year—October through September. Others choose the fiscal year of their local
or state government. Still others avoid closing out their books during tax season by
choosing a July through June fiscal year. Choose the fiscal year that works for you;
your first fiscal “year” of operation may be shorter than 12 months. Talk with your
accountant about this.

Activity Code
For line 6, choose up to three codes that most accurately describe your activities,
with the most accurate code listed first. The last page of the application package
offers several dozen activity options with corresponding codes. If one code describes
your operation perfectly, use it; you don’t have to choose three. Later in the
application, you’ll have to fully describe your activities, and your description should
matches the activity code(s) you list here.

Item 11 asks you to attach your articles of incorporation with proper notice of the
date they were approved by your state. Without this, your organization is ineligible
for exemption. The instructions—but not the application form—also ask for a copy
of your bylaws if you’ve adopted them.

Page 1 ends with an authorized signature and date. Strangely enough, you may as
well prepare this page last; you still have eight more pages and at least one other
form to complete. Your work has only begun!

Part II Activities and Operational Information

Activity Description
Page two begins with a request for a detailed narrative of your activities—past,
present, and planned. With crystal clarity, describe the what, why and how of your
activities. If your organization is a start-up, this is a critical item. Without a track
record, you’ll have to get an advance ruling, as we mentioned earlier. To get it, your
activity description must be detailed enough for IRS to conclude that your activities
qualify you for exemption under the law. Read the instructions carefully so that you
answer the questions fully. Consider getting someone unfamiliar with your
organization to review your description of what the organization does. The founders
are often too close to the issue to be objective here. If the reader can’t accurately
describe your activities in his own words, try again.  Edit your material using the
simplest, clearest language you can until she understands. It’s better to confuse
your reader than to confuse IRS staff.
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Part III Technical Requirements
The questions in this section explain themselves.

Part IV Financial Data
Existing organizations must report revenue and expenses (income statement) and
then assets and liabilities (balance sheet) for the current fiscal year and the three
previous years—or as many years as they’ve existed if they’re younger than four
years old. The exception here is for organizations under one year old. New
organizations submit budget projections for two accounting periods, along with a
current balance sheet.

A word of caution: Don’t pull out your income statement and balance sheet and
start filling in the blanks on Part IV without reading the instructions. Specific
items of cost, revenue, assets, and liabilities belong on each line on the form. For
example, line 1 of the Statement of Revenue and Expenses (income statement) asks
for “gifts, grants, and contributions received.” But you have to read the instructions
to learn that you shouldn’t include contributions from governments or from the
general public for your exempt activities.
 
And line 1 on the Balance Sheet asks for “cash.” When you read the instructions,
you’ll see this really means “cash and cash equivalents,” or instruments that can be
readily turned into cash—like certificates of deposit and treasury bills.

If you’ve been operating for a while and you’re not well-versed in accounting, pick
up the phone and call your accountant. She’ll probably save you time, effort, and a
king-size headache.

Part IV brings you to the end of the main application form; so you’re nearly done if
you’ve completed it.

Advance Ruling Form
Remember the “advance ruling?” If you’re requesting one, complete Form 872-C. It’s
simple, easy, and self explanatory, but a must if your organization has operated for
fewer than eight months.

Remaining Schedules
If you’re developing a child care center or a school, or if you plan to award
scholarships, you’ll need to complete another schedule. We won’t cover those here
because they’re relatively short and simple forms and come with instructions.

The Final Steps
You’ve penciled in all the information, and now you’re ready to finalize your
application. Here’s how:
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1) Type the application,
2) Have a the board chair or president sign on the first page,
3) Include a separate detailed description of your activities if there was too little

room on the form in Part II Activities and Operational Information,
4) Attach your organizing documents,
5) Attach all the schedules called for in Part IV Financial Data,
6) Attach any other schedule that applies to your organization,
7) Be sure every attachment has you organization’s name, address and employer

identification number,
8) Note on each attachment that it’s related to Form 1023; identify the section it

belongs to,
9) Attach the fee package we talked about earlier,
10) Make two copies for your own records, and
11) Mail it by conventional or overnight delivery. Either way, make sure you have a

receipt.
 
IRS will acknowledge that your application arrived, though the IRS guide offers no
time frame. You may get a request for more information, or if your application is
incomplete or missing the payment, IRS will return the package without reviewing
it. It may take several weeks to several months to get a determination. A carefully
prepared application has the best chance of getting timely approval.

CONCLUSION
We’ve offered tools we think will help you make a strong start as a nonprofit
organization. The preparation is not always quick, and it’s not always simple. But
the founders of every new organization owe it to themselves to develop a strong
foundation, one that allows them to carry out the mission with confidence instead of
putting one administrative fire after another. It pays in the long run to Do It Right
The First Time.
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ARTICLES OF INCORPORATION OF

A Nonprofit Corporation

The undersigned, being at least eighteen years of age, acting as incorporator, does hereby form a
nonprofit corporation under and by virtue of the                                                                            .

FIRST:       The name of the corporation (hereinafter called the "Corporation") is

SECOND: The period of its duration is

THIRD: The Corporation is organized and shall be operated exclusively for charitable purposes
within the meaning of section 501(c)(3) of the Internal Revenue Code of 1986 (the
"Code").

   In furtherance of these purposes, the Corporation,

The Corporation may engage in any and all other charitable activities permitted to an
organization exempt from federal income tax under section 501(c)(3) of the Internal
Revenue Code of 1986, as amended, or corresponding future provisions of the federal
tax law.  To these ends, the Corporation may do and engage in any and all lawful
activities that may be incidental or reasonably necessary to any of these purposes, and it
shall have and may exercise all other powers and authority now or hereafter conferred
upon nonprofit corporations in the State of

No part of the income or principal of the Corporation shall inure to the benefit of any
director or officer of this Corporation or any other private individual, except that the
Corporation shall be authorized and empowered to pay reasonable compensation for
services actually rendered to it, and to make reasonable payments and distributions in
furtherance of the aforementioned purposes of the Corporation.

The Corporation shall not engage in any activity which is prohibited to a corporation
exempt from federal income tax under section 501(c)(3) of the Internal Revenue Code
of 1986, as amended, or any corresponding future provisions of the federal tax law.  In
accordance with the existing federal tax law, the Corporation shall not participate or
intervene in any political campaign on behalf of any candidate for public office by
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publishing or distributing statements, or in any other way.  No substantial part of the
activities of the Corporation shall be the carrying on of propaganda, or otherwise
attempting to influence legislation.

FOURTH:

FIFTH: A statement as to the manner in which directors shall be elected or appointed shall be
set forth in the bylaws of the Corporation.  Sole voting power in the Corporation shall
be vested in the Board of Directors.

SIXTH: Provisions for the distribution of assets on dissolution or the termination of the
Corporation are as follows:

Although the period of duration of the Corporation is perpetual, if for any reason the
Corporation is to be dissolved or otherwise terminated, no part of the property of the
Corporation or any of the proceeds shall be distributed to or inure to the benefit of any
of the directors of the Corporation.  Upon the dissolution of the Corporation, assets
shall be distributed for one or more exempt purposes within the meaning of section
501(c)(3) of the Internal Revenue Code, or the corresponding section of any future
federal tax code.  Any such assets not so disposed of shall be disposed of by a Court of
Competent Jurisdiction of the county in which the principal office of the Corporation is
then located, exclusively for such purposes or to such organization or organizations, as
said Court shall determine, which are organized and operated exclusively for such
purposes.

SEVENTH: The present address of the principal office of the Corporation in                              is
                                                                                                 . The name and

address of the resident agent of the Corporation in                                        are
                                                                         . The resident agent is a citizen

of                                 residing therein.

EIGHTH: The initial number of directors of the Corporation shall be              ,which number may
be increased or decreased pursuant to the bylaws of the Corporation.  The names and
addresses of the directors who shall act until the first meeting or until their successors
are duly chosen and qualified are:
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NINTH: The Corporation shall not be authorized to issue capital stock.

TENTH: The directors and officers of the Corporation shall have no liability to the Corporation
for money damages except (i) to the extent that it is proven that such person actually
received an improper benefit or profit in money, property or services or (ii) to the
extent that a judgment or other final adjudication adverse to such person is entered in a
proceeding based on a finding in the proceeding that the person's action, or failure to
act, was the result of active and deliberate dishonesty and was material to the cause of
action adjudicated in the proceeding.  This Article shall not be construed to affect the
liability of a person in any capacity other than as a director or officer of the Cor-
poration.

ELEVENTH:  The name and address of each incorporator appears below:

 IN WITNESS WHEREOF,          have signed these Articles of Incorporation, acknowledging the
same to be      act, on this           day of                        

________________________________ ________________________________
Incorporator Incorporator

________________________________ ________________________________
Incorporator Incorporator



Application for Employer Identification NumberForm SS-4
EIN

(Rev. February 1998)
(For use by employers, corporations, partnerships, trusts, estates, churches,

government agencies, certain individuals, and others. See instructions.)
OMB No. 1545-0003Department of the Treasury

Internal Revenue Service

Name of applicant (legal name) (see instructions)1

Executor, trustee, “care of” name3Trade name of business (if different from name on line 1)2

Mailing address (street address) (room, apt., or suite no.)4a Business address (if different from address on lines 4a and 4b)5a

City, state, and ZIP code4b City, state, and ZIP code5b

County and state where principal business is located6

Name of principal officer, general partner, grantor, owner, or trustor—SSN or ITIN may be required (see instructions) ©7

Trust

Estate (SSN of decedent)

Type of entity (Check only one box.) (see instructions)8a

Partnership Plan administrator (SSN)

Sole proprietor (SSN)

Farmers’ cooperative
Other corporation (specify) ©

Personal service corp.

REMIC

Church or church-controlled organization Federal government/military

National Guard

State/local government

(enter GEN if applicable)Other nonprofit organization (specify) ©

Other (specify) ©

8b If a corporation, name the state or foreign country
(if applicable) where incorporated

Changed type of organization (specify new type) ©

Reason for applying (Check only one box.) (see instructions)9

Purchased going business

Started new business (specify type) ©

Hired employees (Check the box and see line 12.) Created a trust (specify type) ©

Created a pension plan (specify type) ©

Banking purpose (specify purpose) ©

Other (specify) ©

1110 Closing month of accounting year (see instructions)Date business started or acquired (month, day, year) (see instructions)

12 First date wages or annuities were paid or will be paid (month, day, year). Note: If applicant is a withholding agent, enter date income will
first be paid to nonresident alien. (month, day, year) ©

HouseholdAgriculturalNonagricultural13 Highest number of employees expected in the next 12 months. Note: If the applicant does not
expect to have any employees during the period, enter -0-. (see instructions) ©

14 Principal activity (see instructions) ©

15 NoYesIs the principal business activity manufacturing?

16

If “Yes,” principal product and raw material used ©

To whom are most of the products or services sold? Please check one box. Business (wholesale)
Public (retail) Other (specify) © N/A

17a Has the applicant ever applied for an employer identification number for this or any other business? No
Note: If “Yes,” please complete lines 17b and 17c.

17b If you checked “Yes” on line 17a, give applicant’s legal name and trade name shown on prior application, if different from line 1 or 2 above.
Trade name ©Legal name ©

17c Approximate date when and city and state where the application was filed. Enter previous employer identification number if known.
Previous EINApproximate date when filed (mo., day, year) City and state where filed

....

Under penalties of perjury, I declare that I have examined this application, and to the best of my knowledge and belief, it is true, correct, and complete. Business telephone number (include area code)

Name and title (Please type or print clearly.) ©

Date ©Signature ©

Note: Do not write below this line. For official use only.

Size Reason for applyingClassInd.Geo.Please leave
blank ©

For Paperwork Reduction Act Notice, see page 4. Form SS-4 (Rev. 2-98)
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Cat. No. 16055N

Foreign countryState

Fax telephone number (include area code)

© Keep a copy for your records.

Caution: If applicant is a limited liability company, see the instructions for line 8a.



Purpose of Form

Who Must File

● You pay wages to one or more employees including household
employees.
● You are required to have an EIN to use on any return, statement, or
other document, even if you are not an employer.
● You are a withholding agent required to withhold taxes on income,
other than wages, paid to a nonresident alien (individual, corporation,
partnership, etc.). A withholding agent may be an agent, broker, fiduciary,
manager, tenant, or spouse, and is required to file Form 1042, Annual
Withholding Tax Return for U.S. Source Income of Foreign Persons.
● You file Schedule C, Profit or Loss From Business, Schedule C-EZ,
Net Profit From Business, or Schedule F, Profit or Loss From Farming, of
Form 1040, U.S. Individual Income Tax Return, and have a Keogh plan
or are required to file excise, employment, or alcohol, tobacco, or
firearms returns.

The following must use EINs even if they do not have any employees:

● Trusts, except the following:

● Estates

● REMICs (real estate mortgage investment conduits) (See the
Instructions for Form 1066, U.S. Real Estate Mortgage Investment
Conduit Income Tax Return.)
● Corporations
● Nonprofit organizations (churches, clubs, etc.)
● Farmers’ cooperatives
● Plan administrators (A plan administrator is the person or group of
persons specified as the administrator by the instrument under which the
plan is operated.)

New Business. If you become the new owner of an existing business, do
not use the EIN of the former owner. IF YOU ALREADY HAVE AN EIN,
USE THAT NUMBER. If you do not have an EIN, apply for one on this
form. If you become the “owner” of a corporation by acquiring its stock,
use the corporation’s EIN.

File Only One Form SS-4. File only one Form SS-4, regardless of the
number of businesses operated or trade names under which a business
operates. However, each corporation in an affiliated group must file a
separate application.

EIN Applied for, But Not Received. If you do not have an EIN by the
time a return is due, write “Applied for” and the date you applied in the
space shown for the number. Do not show your social security number
(SSN) as an EIN on returns.

For more information about EINs, see Pub. 583, Starting a Business
and Keeping Records, and Pub. 1635, Understanding your EIN.

How To Apply

Application by Tele-TIN. Under the Tele-TIN program, you can receive
your EIN by telephone and use it immediately to file a return or make a
payment. To receive an EIN by telephone, complete Form SS-4, then call
the Tele-TIN number listed for your state under Where To Apply. The
person making the call must be authorized to sign the form. (See
Signature on page 4.)

An IRS representative will use the information from the Form SS-4 to
establish your account and assign you an EIN. Write the number you are
given on the upper right corner of the form and sign and date it.

The Tele-TIN numbers listed below will involve a long-distance charge to
callers outside of the local calling area and can be used only to apply for
an EIN. THE NUMBERS MAY CHANGE WITHOUT NOTICE. Call
1-800-829-1040 to verify a number or to ask about the status of an
application by mail.

Application by Mail. Complete Form SS-4 at least 4 to 5 weeks before
you will need an EIN. Sign and date the application and mail it to the
service center address for your state. You will receive your EIN in the
mail in approximately 4 weeks.

Where To Apply

New York (all other counties), Connecticut,
Maine, Massachusetts, New Hampshire,
Rhode Island, Vermont

Attn: Entity Control
Andover, MA 05501

978-474-9717

If your principal business,
office or agency, or legal
residence in the case of an
individual, is located in:

Call the Tele-TIN
number shown or
file with the Internal
Revenue Service
Center at:

Attn: Entity Control
Atlanta, GA 39901

770-455-2360
Florida, Georgia, South Carolina

New Jersey, New York City and counties of
Nassau, Rockland, Suffolk, and Westchester

Attn: Entity Control
Holtsville, NY 00501

516-447-4955

Form SS-4 (Rev. 2-98) Page 2

General Instructions

Changes in Organization or Ownership. If you already have an EIN, you
may need to get a new one if either the organization or ownership of your
business changes. If you incorporate a sole proprietorship or form a
partnership, you must get a new EIN. However, do not apply for a new
EIN if:

If you do not have an EIN by the time a tax deposit is due, send your
payment to the Internal Revenue Service Center for your filing area. (See
Where To Apply below.) Make your check or money order payable to
Internal Revenue Service and show your name (as shown on Form SS-4),
address, type of tax, period covered, and date you applied for an EIN.
Send an explanation with the deposit.

Section references are to the Internal Revenue Code unless otherwise
noted.

Ä

When To Apply for a New EIN

● Partnerships

Use Form SS-4 to apply for an employer identification number (EIN). An
EIN is a nine-digit number (for example, 12-3456789) assigned to sole
proprietors, corporations, partnerships, estates, trusts, and other entities
for tax filing and reporting purposes. The information you provide on this
form will establish your business tax account.

You can apply for an EIN either by mail or by telephone. You can get an
EIN immediately by calling the Tele-TIN number for the service center for
your state, or you can send the completed Form SS-4 directly to the
service center to receive your EIN by mail.

You must file this form if you have not been assigned an EIN before and:

Taxpayer representatives can receive their client’s EIN by telephone if
they first send a fax of a completed Form 2848, Power of Attorney and
Declaration of Representative, or Form 8821, Tax Information
Authorization, to the Tele-TIN unit. The Form 2848 or Form 8821 will be
used solely to release the EIN to the representative authorized on the
form.

Ä

1. Certain grantor-owned trusts. (See the Instructions for Form 1041.)
2. Individual Retirement Arrangement (IRA) trusts, unless the trust has

to file Form 990-T, Exempt Organization Business Income Tax Return.
(See the Instructions for Form 990-T.)

Mail or fax (facsimile) the signed SS-4 within 24 hours to the Tele-TIN
Unit at the service center address for your state. The IRS representative
will give you the fax number. The fax numbers are also listed in Pub.
1635.

Note: If you are electing to be an “S corporation,” be sure you file Form
2553, Election by a Small Business Corporation.

● State and local agencies who serve as tax reporting agents for public
assistance recipients, under Rev. Proc. 80-4, 1980-1 C.B. 581, should
obtain a separate EIN for this reporting. See Household employer on
page 3.

Illinois, Iowa, Minnesota, Missouri, Wisconsin

Attn: Entity Control
Stop 6800

2306 E. Bannister Rd.
Kansas City, MO 64999

816-926-5999

Delaware, District of Columbia, Maryland,
Pennsylvania, Virginia

Attn: Entity Control
Philadelphia, PA 19255

215-516-6999

Indiana, Kentucky, Michigan, Ohio, West
Virginia

Attn: Entity Control
Cincinnati, OH 45999

606-292-5467

● You change only the name of your business,

● You elected on Form 8832, Entity Classification Election, to change
the way the entity is taxed, or 

● A partnership terminates because at least 50% of the total interests in
partnership capital and profits were sold or exchanged within a 12-month
period. (See Regulations section 301.6109-1(d)(2)(iii).) The EIN for the
terminated partnership should continue to be used. This rule applies to
terminations occurring after May 8, 1997. If the termination took place
after May 8, 1996, and before May 9, 1997, a new EIN must be obtained
for the new partnership unless the partnership and its partners are
consistent in using the old EIN.

Caution: An EIN is for use in connection with your business activities
only. Do NOT use your EIN in place of your social security number (SSN).



Form SS-4 (Rev. 2-98) Page 3

Individuals. Enter your first name, middle initial, and last name. If you
are a sole proprietor, enter your individual name, not your business name.
Enter your business name on line 2. Do not use abbreviations or
nicknames on line 1.

Trusts. Enter the name of the trust.
Estate of a decedent. Enter the name of the estate.
Partnerships. Enter the legal name of the partnership as it appears in

the partnership agreement. Do not list the names of the partners on line
1. See the specific instructions for line 7.

Corporations. Enter the corporate name as it appears in the
corporation charter or other legal document creating it.

Plan administrators. Enter the name of the plan administrator. A plan
administrator who already has an EIN should use that number.
Line 2. Enter the trade name of the business if different from the legal
name. The trade name is the “doing business as” name.
Note: Use the full legal name on line 1 on all tax returns filed for the
entity. However, if you enter a trade name on line 2 and choose to use
the trade name instead of the legal name, enter the trade name on all
returns you file. To prevent processing delays and errors, always use
either the legal name only or the trade name only on all tax returns.
Line 3. Trusts enter the name of the trustee. Estates enter the name of
the executor, administrator, or other fiduciary. If the entity applying has a
designated person to receive tax information, enter that person’s name
as the “care of ” person. Print or type the first name, middle initial, and
last name.

Plan administrator. If the plan administrator is an individual, enter the
plan administrator’s SSN in the space provided.

Withholding agent. If you are a withholding agent required to file Form
1042, check the “Other” box and enter “Withholding agent.”

REMIC. Check this box if the entity has elected to be treated as a real
estate mortgage investment conduit (REMIC). See the Instructions for
Form 1066 for more information.

Line 7. Enter the first name, middle initial, last name, and SSN of a
principal officer if the business is a corporation; of a general partner if a
partnership; of the owner of a single member entity that is disregarded as
an entity separate from its owner; or of a grantor, owner, or trustor if a
trust. If the person in question is an alien individual with a previously
assigned individual taxpayer identification number (ITIN), enter the ITIN in
the space provided, instead of an SSN. You are not required to enter an
SSN or ITIN if the reason you are applying for an EIN is to make an entity
classification election (see Regulations section 301.7701-1 through
301.7701-3), and you are a nonresident alien with no effectively
connected income from sources within the United States.

If the organization also seeks tax-exempt status, you must file either
Package 1023, Application for Recognition of Exemption, or Package
1024, Application for Recognition of Exemption Under Section 501(a). Get
Pub. 557, Tax Exempt Status for Your Organization, for more information.

Personal service corporation. Check this box if the entity is a personal
service corporation. An entity is a personal service corporation for a tax
year only if:

● The principal activity of the entity during the testing period (prior tax
year) for the tax year is the performance of personal services
substantially by employee-owners, and

● The employee-owners own at least 10% of the fair market value of the
outstanding stock in the entity on the last day of the testing period.

Other corporation. This box is for any corporation other than a personal
service corporation. If you check this box, enter the type of corporation
(such as insurance company) in the space provided.

Other nonprofit organization. Check this box if the nonprofit
organization is other than a church or church-controlled organization and
specify the type of nonprofit organization (for example, an educational
organization).

Group exemption number (GEN). If the organization is covered by a
group exemption letter, enter the four-digit GEN. (Do not confuse the
GEN with the nine-digit EIN.) If you do not know the GEN, contact the
parent organization. Get Pub. 557 for more information about group
exemption numbers.

Line 9. Check only one box. Do not enter N/A.

Started new business. Check this box if you are starting a new
business that requires an EIN. If you check this box, enter the type of
business being started. Do not apply if you already have an EIN and are
only adding another place of business.

Personal services include performance of services in such fields as
health, law, accounting, or consulting. For more information about
personal service corporations, see the Instructions for Form 1120, U.S.
Corporation Income Tax Return, and Pub. 542, Corporations.

California (all other counties), Hawaii
Attn: Entity Control
Fresno, CA 93888

209-452-4010

Alabama, Arkansas, Louisiana, Mississippi,
North Carolina, Tennessee

Attn: Entity Control
Memphis, TN 37501

901-546-3920

If you have no legal residence, principal
place of business, or principal office or
agency in any state

Specific Instructions
The instructions that follow are for those items that are not
self-explanatory. Enter N/A (nonapplicable) on the lines that do not apply.
Line 1. Enter the legal name of the entity applying for the EIN exactly as
it appears on the social security card, charter, or other applicable legal
document.

Limited liability company (LLC). See the definition of limited liability
company in the Instructions for Form 1065. An LLC with two or more
members can be a partnership or an association taxable as a
corporation. An LLC with a single owner can be an association taxable as
a corporation or an entity disregarded as an entity separate from its
owner. See Form 8832 for more details.

Household employer. If you are an individual, check the “Other” box
and enter “Household employer” and your SSN. If you are a state or local
agency serving as a tax reporting agent for public assistance recipients
who become household employers, check the “Other” box and enter
“Household employer agent.” If you are a trust that qualifies as a
household employer, you do not need a separate EIN for reporting tax
information relating to household employees; use the EIN of the trust.

Alaska, Arizona, California (counties of
Alpine, Amador, Butte, Calaveras, Colusa,
Contra Costa, Del Norte, El Dorado, Glenn,
Humboldt, Lake, Lassen, Marin, Mendocino,
Modoc, Napa, Nevada, Placer, Plumas,
Sacramento, San Joaquin, Shasta, Sierra,
Siskiyou, Solano, Sonoma, Sutter, Tehama,
Trinity, Yolo, and Yuba), Colorado, Idaho,
Montana, Nebraska, Nevada, North Dakota,
Oregon, South Dakota, Utah, Washington,
Wyoming

Attn: Entity Control
Mail Stop 6271
P.O. Box 9941

Ogden, UT 84201
801-620-7645

Attn: Entity Control
Philadelphia, PA 19255

215-516-6999

Kansas, New Mexico, Oklahoma, Texas
Attn: Entity Control

Austin, TX 73301
512-460-7843

● If the entity is classified as a partnership for Federal income tax
purposes, check the “partnership” box.

● If the entity is classified as a corporation for Federal income tax
purposes, mark the “Other corporation” box and write “limited liability
co.” in the space provided.

● If the entity is disregarded as an entity separate from its owner, check
the “Other” box and write in “disregarded entity” in the space provided.

QSSS. For a qualified subchapter S subsidiary (QSSS) check the
“Other” box and specify “QSSS.”

Sole proprietor. Check this box if you file Schedule C, C-EZ, or F (Form
1040) and have a Keogh plan, or are required to file excise, employment,
or alcohol, tobacco, or firearms returns, or are a payer of gambling

Line 8a. Check the box that best describes the type of entity applying for
the EIN. If you are an alien individual with an ITIN previously assigned to
you, enter the ITIN in place of a requested SSN.

Caution: This is not an election for a tax classification of an entity. See
“Limited liability company” below.

If not specifically mentioned, check the “Other” box, enter the type of
entity and the type of return that will be filed (for example, common trust
fund, Form 1065). Do not enter N/A. If you are an alien individual applying
for an EIN, see the Line 7 instructions above.

winnings. Enter your SSN (or ITIN) in the space provided. If you are a
nonresident alien with no effectively connected income from sources
within the United States, you do not need to enter an SSN or ITIN.

Hired employees. Check this box if the existing business is requesting
an EIN because it has hired or is hiring employees and is therefore
required to file employment tax returns. Do not apply if you already have
an EIN and are only hiring employees. For information on the applicable
employment taxes for family members, see Circular E, Employer’s Tax
Guide (Publication 15).

Created a pension plan. Check this box if you have created a pension
plan and need this number for reporting purposes. Also, enter the type of
plan created.

Note: Check this box if you are applying for a trust EIN when a new
pension plan is established.



REMIC. REMICs must have a calendar year as their tax year.

Personal service corporations. A personal service corporation generally
must adopt a calendar year unless:

● It can establish a business purpose for having a different tax year, or

● It elects under section 444 to have a tax year other than a calendar
year.

Line 12. If the business has or will have employees, enter the date on
which the business began or will begin to pay wages. If the business
does not plan to have employees, enter N/A.

Withholding agent. Enter the date you began or will begin to pay
income to a nonresident alien. This also applies to individuals who are
required to file Form 1042 to report alimony paid to a nonresident alien.

Line 14. Generally, enter the exact type of business being operated (for
example, advertising agency, farm, food or beverage establishment, labor
union, real estate agency, steam laundry, rental of coin-operated vending
machine, or investment club). Also state if the business will involve the
sale or distribution of alcoholic beverages.

Governmental. Enter the type of organization (state, county, school
district, municipality, etc.).

Nonprofit organization (other than governmental). Enter whether
organized for religious, educational, or humane purposes, and the
principal activity (for example, religious organization—hospital, charitable).

Mining and quarrying. Specify the process and the principal product
(for example, mining bituminous coal, contract drilling for oil, or quarrying
dimension stone).

Contract construction. Specify whether general contracting or special
trade contracting. Also, show the type of work normally performed (for
example, general contractor for residential buildings or electrical
subcontractor).

Trade. Specify the type of sales and the principal line of goods sold (for
example, wholesale dairy products, manufacturer’s representative for
mining machinery, or retail hardware).

Manufacturing. Specify the type of establishment operated (for
example, sawmill or vegetable cannery).

Signature. The application must be signed by (a) the individual, if the
applicant is an individual, (b) the president, vice president, or other
principal officer, if the applicant is a corporation, (c) a responsible and
duly authorized member or officer having knowledge of its affairs, if the
applicant is a partnership or other unincorporated organization, or (d) the
fiduciary, if the applicant is a trust or an estate.

Form SS-4 (Rev. 2-98) Page 4

Privacy Act and Paperwork Reduction Act Notice. We ask for the
information on this form to carry out the Internal Revenue laws of the
United States. We need it to comply with section 6109 and the
regulations thereunder which generally require the inclusion of an
employer identification number (EIN) on certain returns, statements, or
other documents filed with the Internal Revenue Service. Information on
this form may be used to determine which Federal tax returns you are
required to file and to provide you with related forms and publications.
We disclose this form to the Social Security Administration for their use in
determining compliance with applicable laws. We will be unable to issue
an EIN to you unless you provide all of the requested information which
applies to your entity.

The time needed to complete and file this form will vary depending on
individual circumstances. The estimated average time is:

Learning about the law or the form 19 min.

Preparing the form 45 min.

If you have comments concerning the accuracy of these time estimates
or suggestions for making this form simpler, we would be happy to hear
from you. You can write to the Tax Forms Committee, Western Area
Distribution Center, Rancho Cordova, CA 95743-0001. Do not send this
form to this address. Instead, see Where To Apply on page 2.

Recordkeeping 7 min.

Copying, assembling, and sending the form to the IRS 20 min.

Food or beverage establishments. Specify the type of establishment
and state whether you employ workers who receive tips (for example,
lounge—yes).

Trusts. Generally, a trust must adopt a calendar year except for the
following:

● Tax-exempt trusts,

● Charitable trusts, and

● Grantor-owned trusts.

Line 11. Enter the last month of your accounting year or tax year. An
accounting or tax year is usually 12 consecutive months, either a
calendar year or a fiscal year (including a period of 52 or 53 weeks). A
calendar year is 12 consecutive months ending on December 31. A fiscal
year is either 12 consecutive months ending on the last day of any month
other than December or a 52-53 week year. For more information on
accounting periods, see Pub. 538, Accounting Periods and Methods.

Individuals. Your tax year generally will be a calendar year.

Partnerships. Partnerships generally must adopt one of the following
tax years:

How To Get Forms and Publications
Phone. You can order forms, instructions, and publications by phone.
Just call 1-800-TAX-FORM (1-800-829-3676). You should receive your
order or notification of its status within 7 to 15 workdays.

 

Line 13. For a definition of agricultural labor (farmwork), see Circular A,
Agricultural Employer’s Tax Guide (Publication 51).

Personal computer. With your personal computer and modem, you can
get the forms and information you need using:

● IRS’s Internet Web Site at www.irs.ustreas.gov

You can also dial direct (by modem) to the Internal Revenue
Information Services (IRIS) at 703-321-8020. IRIS is an on-line
information service on FedWorld.

For small businesses, return preparers, or others who may frequently
need tax forms or publications, a CD-ROM containing over 2,000 tax
products (including many prior year forms) can be purchased from the
Government Printing Office.

You are not required to provide the information requested on a form
that is subject to the Paperwork Reduction Act unless the form displays a
valid OMB control number. Books or records relating to a form or its
instructions must be retained as long as their contents may become
material in the administration of any Internal Revenue law. Generally, tax
returns and return information are confidential, as required by section
6103.

Line 10. If you are starting a new business, enter the starting date of the
business. If the business you acquired is already operating, enter the
date you acquired the business. Trusts should enter the date the trust
was legally created. Estates should enter the date of death of the
decedent whose name appears on line 1 or the date when the estate
was legally funded.

Created a trust. Check this box if you created a trust, and enter the
type of trust created. For example, indicate if the trust is a nonexempt
charitable trust or a split-interest trust.

Changed type of organization. Check this box if the business is
changing its type of organization, for example, if the business was a sole
proprietorship and has been incorporated or has become a partnership. If
you check this box, specify in the space provided the type of change
made, for example, “from sole proprietorship to partnership.”

Purchased going business. Check this box if you purchased an existing
business. Do not use the former owner’s EIN. Do not apply for a new
EIN if you already have one. Use your own EIN.

Banking purpose. Check this box if you are requesting an EIN for
banking purposes only, and enter the banking purpose (for example, a
bowling league for depositing dues or an investment club for dividend
and interest reporting).

Note: Do not check this box if you are applying for a trust EIN when a
new pension plan is established. Check “Created a pension plan.”

Exception. Do not file this form for certain grantor-type trusts. The
trustee does not need an EIN for the trust if the trustee furnishes the
name and TIN of the grantor/owner and the address of the trust to all
payors. See the Instructions for Form 1041 for more information.

Other (specify). Check this box if you are requesting an EIN for any
reason other than those for which there are checkboxes, and enter the
reason.

CD-ROM. To order the CD-ROM call the Superintendent of Documents
at 202-512-1800 or connect to www.access.gpo.gov/su_docs

● The tax year of the majority of its partners,

● The tax year common to all of its principal partners,

● The tax year that results in the least aggregate deferral of income, or

● In certain cases, some other tax year.
See the Instructions for Form 1065, U.S. Partnership Return of Income,
for more information.

● Telnet at iris.irs.ustreas.gov
● File Transfer Protocol at ftp.irs.ustreas.gov



Application for Employer Identification NumberForm SS-4
EIN

(Rev. February 1998)
(For use by employers, corporations, partnerships, trusts, estates, churches,

government agencies, certain individuals, and others. See instructions.)
OMB No. 1545-0003Department of the Treasury

Internal Revenue Service

Name of applicant (legal name) (see instructions)1

Executor, trustee, “care of” name3Trade name of business (if different from name on line 1)2

Mailing address (street address) (room, apt., or suite no.)4a Business address (if different from address on lines 4a and 4b)5a

City, state, and ZIP code4b City, state, and ZIP code5b

County and state where principal business is located6

Name of principal officer, general partner, grantor, owner, or trustor—SSN or ITIN may be required (see instructions) ©7

Trust

Estate (SSN of decedent)

Type of entity (Check only one box.) (see instructions)8a

Partnership Plan administrator (SSN)

Sole proprietor (SSN)

Farmers’ cooperative
Other corporation (specify) ©

Personal service corp.

REMIC

Church or church-controlled organization Federal government/military

National Guard

State/local government

(enter GEN if applicable)Other nonprofit organization (specify) ©

Other (specify) ©

8b If a corporation, name the state or foreign country
(if applicable) where incorporated

Changed type of organization (specify new type) ©

Reason for applying (Check only one box.) (see instructions)9

Purchased going business

Started new business (specify type) ©

Hired employees (Check the box and see line 12.) Created a trust (specify type) ©

Created a pension plan (specify type) ©

Banking purpose (specify purpose) ©

Other (specify) ©

1110 Closing month of accounting year (see instructions)Date business started or acquired (month, day, year) (see instructions)

12 First date wages or annuities were paid or will be paid (month, day, year). Note: If applicant is a withholding agent, enter date income will
first be paid to nonresident alien. (month, day, year) ©

HouseholdAgriculturalNonagricultural13 Highest number of employees expected in the next 12 months. Note: If the applicant does not
expect to have any employees during the period, enter -0-. (see instructions) ©

14 Principal activity (see instructions) ©

15 NoYesIs the principal business activity manufacturing?

16

If “Yes,” principal product and raw material used ©

To whom are most of the products or services sold? Please check one box. Business (wholesale)
Public (retail) Other (specify) © N/A

17a Has the applicant ever applied for an employer identification number for this or any other business? No
Note: If “Yes,” please complete lines 17b and 17c.

17b If you checked “Yes” on line 17a, give applicant’s legal name and trade name shown on prior application, if different from line 1 or 2 above.
Trade name ©Legal name ©

17c Approximate date when and city and state where the application was filed. Enter previous employer identification number if known.
Previous EINApproximate date when filed (mo., day, year) City and state where filed

....

Under penalties of perjury, I declare that I have examined this application, and to the best of my knowledge and belief, it is true, correct, and complete. Business telephone number (include area code)

Name and title (Please type or print clearly.) ©

Date ©Signature ©

Note: Do not write below this line. For official use only.

Size Reason for applyingClassInd.Geo.Please leave
blank ©

For Paperwork Reduction Act Notice, see page 4. Form SS-4 (Rev. 2-98)
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Cat. No. 16055N

Foreign countryState

Fax telephone number (include area code)

© Keep a copy for your records.

Caution: If applicant is a limited liability company, see the instructions for line 8a.



Purpose of Form

Who Must File

● You pay wages to one or more employees including household
employees.
● You are required to have an EIN to use on any return, statement, or
other document, even if you are not an employer.
● You are a withholding agent required to withhold taxes on income,
other than wages, paid to a nonresident alien (individual, corporation,
partnership, etc.). A withholding agent may be an agent, broker, fiduciary,
manager, tenant, or spouse, and is required to file Form 1042, Annual
Withholding Tax Return for U.S. Source Income of Foreign Persons.
● You file Schedule C, Profit or Loss From Business, Schedule C-EZ,
Net Profit From Business, or Schedule F, Profit or Loss From Farming, of
Form 1040, U.S. Individual Income Tax Return, and have a Keogh plan
or are required to file excise, employment, or alcohol, tobacco, or
firearms returns.

The following must use EINs even if they do not have any employees:

● Trusts, except the following:

● Estates

● REMICs (real estate mortgage investment conduits) (See the
Instructions for Form 1066, U.S. Real Estate Mortgage Investment
Conduit Income Tax Return.)
● Corporations
● Nonprofit organizations (churches, clubs, etc.)
● Farmers’ cooperatives
● Plan administrators (A plan administrator is the person or group of
persons specified as the administrator by the instrument under which the
plan is operated.)

New Business. If you become the new owner of an existing business, do
not use the EIN of the former owner. IF YOU ALREADY HAVE AN EIN,
USE THAT NUMBER. If you do not have an EIN, apply for one on this
form. If you become the “owner” of a corporation by acquiring its stock,
use the corporation’s EIN.

File Only One Form SS-4. File only one Form SS-4, regardless of the
number of businesses operated or trade names under which a business
operates. However, each corporation in an affiliated group must file a
separate application.

EIN Applied for, But Not Received. If you do not have an EIN by the
time a return is due, write “Applied for” and the date you applied in the
space shown for the number. Do not show your social security number
(SSN) as an EIN on returns.

For more information about EINs, see Pub. 583, Starting a Business
and Keeping Records, and Pub. 1635, Understanding your EIN.

How To Apply

Application by Tele-TIN. Under the Tele-TIN program, you can receive
your EIN by telephone and use it immediately to file a return or make a
payment. To receive an EIN by telephone, complete Form SS-4, then call
the Tele-TIN number listed for your state under Where To Apply. The
person making the call must be authorized to sign the form. (See
Signature on page 4.)

An IRS representative will use the information from the Form SS-4 to
establish your account and assign you an EIN. Write the number you are
given on the upper right corner of the form and sign and date it.

The Tele-TIN numbers listed below will involve a long-distance charge to
callers outside of the local calling area and can be used only to apply for
an EIN. THE NUMBERS MAY CHANGE WITHOUT NOTICE. Call
1-800-829-1040 to verify a number or to ask about the status of an
application by mail.

Application by Mail. Complete Form SS-4 at least 4 to 5 weeks before
you will need an EIN. Sign and date the application and mail it to the
service center address for your state. You will receive your EIN in the
mail in approximately 4 weeks.

Where To Apply

New York (all other counties), Connecticut,
Maine, Massachusetts, New Hampshire,
Rhode Island, Vermont

Attn: Entity Control
Andover, MA 05501

978-474-9717

If your principal business,
office or agency, or legal
residence in the case of an
individual, is located in:

Call the Tele-TIN
number shown or
file with the Internal
Revenue Service
Center at:

Attn: Entity Control
Atlanta, GA 39901

770-455-2360
Florida, Georgia, South Carolina

New Jersey, New York City and counties of
Nassau, Rockland, Suffolk, and Westchester

Attn: Entity Control
Holtsville, NY 00501

516-447-4955
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General Instructions

Changes in Organization or Ownership. If you already have an EIN, you
may need to get a new one if either the organization or ownership of your
business changes. If you incorporate a sole proprietorship or form a
partnership, you must get a new EIN. However, do not apply for a new
EIN if:

If you do not have an EIN by the time a tax deposit is due, send your
payment to the Internal Revenue Service Center for your filing area. (See
Where To Apply below.) Make your check or money order payable to
Internal Revenue Service and show your name (as shown on Form SS-4),
address, type of tax, period covered, and date you applied for an EIN.
Send an explanation with the deposit.

Section references are to the Internal Revenue Code unless otherwise
noted.

Ä

When To Apply for a New EIN

● Partnerships

Use Form SS-4 to apply for an employer identification number (EIN). An
EIN is a nine-digit number (for example, 12-3456789) assigned to sole
proprietors, corporations, partnerships, estates, trusts, and other entities
for tax filing and reporting purposes. The information you provide on this
form will establish your business tax account.

You can apply for an EIN either by mail or by telephone. You can get an
EIN immediately by calling the Tele-TIN number for the service center for
your state, or you can send the completed Form SS-4 directly to the
service center to receive your EIN by mail.

You must file this form if you have not been assigned an EIN before and:

Taxpayer representatives can receive their client’s EIN by telephone if
they first send a fax of a completed Form 2848, Power of Attorney and
Declaration of Representative, or Form 8821, Tax Information
Authorization, to the Tele-TIN unit. The Form 2848 or Form 8821 will be
used solely to release the EIN to the representative authorized on the
form.

Ä

1. Certain grantor-owned trusts. (See the Instructions for Form 1041.)
2. Individual Retirement Arrangement (IRA) trusts, unless the trust has

to file Form 990-T, Exempt Organization Business Income Tax Return.
(See the Instructions for Form 990-T.)

Mail or fax (facsimile) the signed SS-4 within 24 hours to the Tele-TIN
Unit at the service center address for your state. The IRS representative
will give you the fax number. The fax numbers are also listed in Pub.
1635.

Note: If you are electing to be an “S corporation,” be sure you file Form
2553, Election by a Small Business Corporation.

● State and local agencies who serve as tax reporting agents for public
assistance recipients, under Rev. Proc. 80-4, 1980-1 C.B. 581, should
obtain a separate EIN for this reporting. See Household employer on
page 3.

Illinois, Iowa, Minnesota, Missouri, Wisconsin

Attn: Entity Control
Stop 6800

2306 E. Bannister Rd.
Kansas City, MO 64999

816-926-5999

Delaware, District of Columbia, Maryland,
Pennsylvania, Virginia

Attn: Entity Control
Philadelphia, PA 19255

215-516-6999

Indiana, Kentucky, Michigan, Ohio, West
Virginia

Attn: Entity Control
Cincinnati, OH 45999

606-292-5467

● You change only the name of your business,

● You elected on Form 8832, Entity Classification Election, to change
the way the entity is taxed, or 

● A partnership terminates because at least 50% of the total interests in
partnership capital and profits were sold or exchanged within a 12-month
period. (See Regulations section 301.6109-1(d)(2)(iii).) The EIN for the
terminated partnership should continue to be used. This rule applies to
terminations occurring after May 8, 1997. If the termination took place
after May 8, 1996, and before May 9, 1997, a new EIN must be obtained
for the new partnership unless the partnership and its partners are
consistent in using the old EIN.

Caution: An EIN is for use in connection with your business activities
only. Do NOT use your EIN in place of your social security number (SSN).
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Individuals. Enter your first name, middle initial, and last name. If you
are a sole proprietor, enter your individual name, not your business name.
Enter your business name on line 2. Do not use abbreviations or
nicknames on line 1.

Trusts. Enter the name of the trust.
Estate of a decedent. Enter the name of the estate.
Partnerships. Enter the legal name of the partnership as it appears in

the partnership agreement. Do not list the names of the partners on line
1. See the specific instructions for line 7.

Corporations. Enter the corporate name as it appears in the
corporation charter or other legal document creating it.

Plan administrators. Enter the name of the plan administrator. A plan
administrator who already has an EIN should use that number.
Line 2. Enter the trade name of the business if different from the legal
name. The trade name is the “doing business as” name.
Note: Use the full legal name on line 1 on all tax returns filed for the
entity. However, if you enter a trade name on line 2 and choose to use
the trade name instead of the legal name, enter the trade name on all
returns you file. To prevent processing delays and errors, always use
either the legal name only or the trade name only on all tax returns.
Line 3. Trusts enter the name of the trustee. Estates enter the name of
the executor, administrator, or other fiduciary. If the entity applying has a
designated person to receive tax information, enter that person’s name
as the “care of ” person. Print or type the first name, middle initial, and
last name.

Plan administrator. If the plan administrator is an individual, enter the
plan administrator’s SSN in the space provided.

Withholding agent. If you are a withholding agent required to file Form
1042, check the “Other” box and enter “Withholding agent.”

REMIC. Check this box if the entity has elected to be treated as a real
estate mortgage investment conduit (REMIC). See the Instructions for
Form 1066 for more information.

Line 7. Enter the first name, middle initial, last name, and SSN of a
principal officer if the business is a corporation; of a general partner if a
partnership; of the owner of a single member entity that is disregarded as
an entity separate from its owner; or of a grantor, owner, or trustor if a
trust. If the person in question is an alien individual with a previously
assigned individual taxpayer identification number (ITIN), enter the ITIN in
the space provided, instead of an SSN. You are not required to enter an
SSN or ITIN if the reason you are applying for an EIN is to make an entity
classification election (see Regulations section 301.7701-1 through
301.7701-3), and you are a nonresident alien with no effectively
connected income from sources within the United States.

If the organization also seeks tax-exempt status, you must file either
Package 1023, Application for Recognition of Exemption, or Package
1024, Application for Recognition of Exemption Under Section 501(a). Get
Pub. 557, Tax Exempt Status for Your Organization, for more information.

Personal service corporation. Check this box if the entity is a personal
service corporation. An entity is a personal service corporation for a tax
year only if:

● The principal activity of the entity during the testing period (prior tax
year) for the tax year is the performance of personal services
substantially by employee-owners, and

● The employee-owners own at least 10% of the fair market value of the
outstanding stock in the entity on the last day of the testing period.

Other corporation. This box is for any corporation other than a personal
service corporation. If you check this box, enter the type of corporation
(such as insurance company) in the space provided.

Other nonprofit organization. Check this box if the nonprofit
organization is other than a church or church-controlled organization and
specify the type of nonprofit organization (for example, an educational
organization).

Group exemption number (GEN). If the organization is covered by a
group exemption letter, enter the four-digit GEN. (Do not confuse the
GEN with the nine-digit EIN.) If you do not know the GEN, contact the
parent organization. Get Pub. 557 for more information about group
exemption numbers.

Line 9. Check only one box. Do not enter N/A.

Started new business. Check this box if you are starting a new
business that requires an EIN. If you check this box, enter the type of
business being started. Do not apply if you already have an EIN and are
only adding another place of business.

Personal services include performance of services in such fields as
health, law, accounting, or consulting. For more information about
personal service corporations, see the Instructions for Form 1120, U.S.
Corporation Income Tax Return, and Pub. 542, Corporations.

California (all other counties), Hawaii
Attn: Entity Control
Fresno, CA 93888

209-452-4010

Alabama, Arkansas, Louisiana, Mississippi,
North Carolina, Tennessee

Attn: Entity Control
Memphis, TN 37501

901-546-3920

If you have no legal residence, principal
place of business, or principal office or
agency in any state

Specific Instructions
The instructions that follow are for those items that are not
self-explanatory. Enter N/A (nonapplicable) on the lines that do not apply.
Line 1. Enter the legal name of the entity applying for the EIN exactly as
it appears on the social security card, charter, or other applicable legal
document.

Limited liability company (LLC). See the definition of limited liability
company in the Instructions for Form 1065. An LLC with two or more
members can be a partnership or an association taxable as a
corporation. An LLC with a single owner can be an association taxable as
a corporation or an entity disregarded as an entity separate from its
owner. See Form 8832 for more details.

Household employer. If you are an individual, check the “Other” box
and enter “Household employer” and your SSN. If you are a state or local
agency serving as a tax reporting agent for public assistance recipients
who become household employers, check the “Other” box and enter
“Household employer agent.” If you are a trust that qualifies as a
household employer, you do not need a separate EIN for reporting tax
information relating to household employees; use the EIN of the trust.

Alaska, Arizona, California (counties of
Alpine, Amador, Butte, Calaveras, Colusa,
Contra Costa, Del Norte, El Dorado, Glenn,
Humboldt, Lake, Lassen, Marin, Mendocino,
Modoc, Napa, Nevada, Placer, Plumas,
Sacramento, San Joaquin, Shasta, Sierra,
Siskiyou, Solano, Sonoma, Sutter, Tehama,
Trinity, Yolo, and Yuba), Colorado, Idaho,
Montana, Nebraska, Nevada, North Dakota,
Oregon, South Dakota, Utah, Washington,
Wyoming

Attn: Entity Control
Mail Stop 6271
P.O. Box 9941

Ogden, UT 84201
801-620-7645

Attn: Entity Control
Philadelphia, PA 19255

215-516-6999

Kansas, New Mexico, Oklahoma, Texas
Attn: Entity Control

Austin, TX 73301
512-460-7843

● If the entity is classified as a partnership for Federal income tax
purposes, check the “partnership” box.

● If the entity is classified as a corporation for Federal income tax
purposes, mark the “Other corporation” box and write “limited liability
co.” in the space provided.

● If the entity is disregarded as an entity separate from its owner, check
the “Other” box and write in “disregarded entity” in the space provided.

QSSS. For a qualified subchapter S subsidiary (QSSS) check the
“Other” box and specify “QSSS.”

Sole proprietor. Check this box if you file Schedule C, C-EZ, or F (Form
1040) and have a Keogh plan, or are required to file excise, employment,
or alcohol, tobacco, or firearms returns, or are a payer of gambling

Line 8a. Check the box that best describes the type of entity applying for
the EIN. If you are an alien individual with an ITIN previously assigned to
you, enter the ITIN in place of a requested SSN.

Caution: This is not an election for a tax classification of an entity. See
“Limited liability company” below.

If not specifically mentioned, check the “Other” box, enter the type of
entity and the type of return that will be filed (for example, common trust
fund, Form 1065). Do not enter N/A. If you are an alien individual applying
for an EIN, see the Line 7 instructions above.

winnings. Enter your SSN (or ITIN) in the space provided. If you are a
nonresident alien with no effectively connected income from sources
within the United States, you do not need to enter an SSN or ITIN.

Hired employees. Check this box if the existing business is requesting
an EIN because it has hired or is hiring employees and is therefore
required to file employment tax returns. Do not apply if you already have
an EIN and are only hiring employees. For information on the applicable
employment taxes for family members, see Circular E, Employer’s Tax
Guide (Publication 15).

Created a pension plan. Check this box if you have created a pension
plan and need this number for reporting purposes. Also, enter the type of
plan created.

Note: Check this box if you are applying for a trust EIN when a new
pension plan is established.



REMIC. REMICs must have a calendar year as their tax year.

Personal service corporations. A personal service corporation generally
must adopt a calendar year unless:

● It can establish a business purpose for having a different tax year, or

● It elects under section 444 to have a tax year other than a calendar
year.

Line 12. If the business has or will have employees, enter the date on
which the business began or will begin to pay wages. If the business
does not plan to have employees, enter N/A.

Withholding agent. Enter the date you began or will begin to pay
income to a nonresident alien. This also applies to individuals who are
required to file Form 1042 to report alimony paid to a nonresident alien.

Line 14. Generally, enter the exact type of business being operated (for
example, advertising agency, farm, food or beverage establishment, labor
union, real estate agency, steam laundry, rental of coin-operated vending
machine, or investment club). Also state if the business will involve the
sale or distribution of alcoholic beverages.

Governmental. Enter the type of organization (state, county, school
district, municipality, etc.).

Nonprofit organization (other than governmental). Enter whether
organized for religious, educational, or humane purposes, and the
principal activity (for example, religious organization—hospital, charitable).

Mining and quarrying. Specify the process and the principal product
(for example, mining bituminous coal, contract drilling for oil, or quarrying
dimension stone).

Contract construction. Specify whether general contracting or special
trade contracting. Also, show the type of work normally performed (for
example, general contractor for residential buildings or electrical
subcontractor).

Trade. Specify the type of sales and the principal line of goods sold (for
example, wholesale dairy products, manufacturer’s representative for
mining machinery, or retail hardware).

Manufacturing. Specify the type of establishment operated (for
example, sawmill or vegetable cannery).

Signature. The application must be signed by (a) the individual, if the
applicant is an individual, (b) the president, vice president, or other
principal officer, if the applicant is a corporation, (c) a responsible and
duly authorized member or officer having knowledge of its affairs, if the
applicant is a partnership or other unincorporated organization, or (d) the
fiduciary, if the applicant is a trust or an estate.
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Privacy Act and Paperwork Reduction Act Notice. We ask for the
information on this form to carry out the Internal Revenue laws of the
United States. We need it to comply with section 6109 and the
regulations thereunder which generally require the inclusion of an
employer identification number (EIN) on certain returns, statements, or
other documents filed with the Internal Revenue Service. Information on
this form may be used to determine which Federal tax returns you are
required to file and to provide you with related forms and publications.
We disclose this form to the Social Security Administration for their use in
determining compliance with applicable laws. We will be unable to issue
an EIN to you unless you provide all of the requested information which
applies to your entity.

The time needed to complete and file this form will vary depending on
individual circumstances. The estimated average time is:

Learning about the law or the form 19 min.

Preparing the form 45 min.

If you have comments concerning the accuracy of these time estimates
or suggestions for making this form simpler, we would be happy to hear
from you. You can write to the Tax Forms Committee, Western Area
Distribution Center, Rancho Cordova, CA 95743-0001. Do not send this
form to this address. Instead, see Where To Apply on page 2.

Recordkeeping 7 min.

Copying, assembling, and sending the form to the IRS 20 min.

Food or beverage establishments. Specify the type of establishment
and state whether you employ workers who receive tips (for example,
lounge—yes).

Trusts. Generally, a trust must adopt a calendar year except for the
following:

● Tax-exempt trusts,

● Charitable trusts, and

● Grantor-owned trusts.

Line 11. Enter the last month of your accounting year or tax year. An
accounting or tax year is usually 12 consecutive months, either a
calendar year or a fiscal year (including a period of 52 or 53 weeks). A
calendar year is 12 consecutive months ending on December 31. A fiscal
year is either 12 consecutive months ending on the last day of any month
other than December or a 52-53 week year. For more information on
accounting periods, see Pub. 538, Accounting Periods and Methods.

Individuals. Your tax year generally will be a calendar year.

Partnerships. Partnerships generally must adopt one of the following
tax years:

How To Get Forms and Publications
Phone. You can order forms, instructions, and publications by phone.
Just call 1-800-TAX-FORM (1-800-829-3676). You should receive your
order or notification of its status within 7 to 15 workdays.

 

Line 13. For a definition of agricultural labor (farmwork), see Circular A,
Agricultural Employer’s Tax Guide (Publication 51).

Personal computer. With your personal computer and modem, you can
get the forms and information you need using:

● IRS’s Internet Web Site at www.irs.ustreas.gov

You can also dial direct (by modem) to the Internal Revenue
Information Services (IRIS) at 703-321-8020. IRIS is an on-line
information service on FedWorld.

For small businesses, return preparers, or others who may frequently
need tax forms or publications, a CD-ROM containing over 2,000 tax
products (including many prior year forms) can be purchased from the
Government Printing Office.

You are not required to provide the information requested on a form
that is subject to the Paperwork Reduction Act unless the form displays a
valid OMB control number. Books or records relating to a form or its
instructions must be retained as long as their contents may become
material in the administration of any Internal Revenue law. Generally, tax
returns and return information are confidential, as required by section
6103.

Line 10. If you are starting a new business, enter the starting date of the
business. If the business you acquired is already operating, enter the
date you acquired the business. Trusts should enter the date the trust
was legally created. Estates should enter the date of death of the
decedent whose name appears on line 1 or the date when the estate
was legally funded.

Created a trust. Check this box if you created a trust, and enter the
type of trust created. For example, indicate if the trust is a nonexempt
charitable trust or a split-interest trust.

Changed type of organization. Check this box if the business is
changing its type of organization, for example, if the business was a sole
proprietorship and has been incorporated or has become a partnership. If
you check this box, specify in the space provided the type of change
made, for example, “from sole proprietorship to partnership.”

Purchased going business. Check this box if you purchased an existing
business. Do not use the former owner’s EIN. Do not apply for a new
EIN if you already have one. Use your own EIN.

Banking purpose. Check this box if you are requesting an EIN for
banking purposes only, and enter the banking purpose (for example, a
bowling league for depositing dues or an investment club for dividend
and interest reporting).

Note: Do not check this box if you are applying for a trust EIN when a
new pension plan is established. Check “Created a pension plan.”

Exception. Do not file this form for certain grantor-type trusts. The
trustee does not need an EIN for the trust if the trustee furnishes the
name and TIN of the grantor/owner and the address of the trust to all
payors. See the Instructions for Form 1041 for more information.

Other (specify). Check this box if you are requesting an EIN for any
reason other than those for which there are checkboxes, and enter the
reason.

CD-ROM. To order the CD-ROM call the Superintendent of Documents
at 202-512-1800 or connect to www.access.gpo.gov/su_docs

● The tax year of the majority of its partners,

● The tax year common to all of its principal partners,

● The tax year that results in the least aggregate deferral of income, or

● In certain cases, some other tax year.
See the Instructions for Form 1065, U.S. Partnership Return of Income,
for more information.

● Telnet at iris.irs.ustreas.gov
● File Transfer Protocol at ftp.irs.ustreas.gov
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Instructions for
Form 1023
(Revised April 1996)
Application for Recognition of Exemption
Under Section 501(c)(3) of the Internal
Revenue Code
Section references are to the Internal Revenue Code unless
otherwise noted.

Note: Retain a copy of the completed Form 1023 in the
organization’s permanent records. See Public Inspection of Form
1023 regarding public inspection of approved applications.
Paperwork Reduction Act Notice.—We ask for the information on
this form to carry out the Internal Revenue laws of the United States.
If you want your organization to be recognized as tax-exempt by the
IRS, you are required to give us this information. We need it to
determine whether the organization meets the legal requirements for
tax-exempt status.

The time needed to complete and file these forms will vary
depending on individual circumstances. The estimated average times
are:

Preparing, and
sending the
form to IRS

Learning
about the law

or the formRecordkeepingForm
8 hr., 7 min.4 hr., 37 min.55 hr., 29 min.1023 Parts I to IV

7 min.-0- min.7 hr., 10 min.1023 Sch. A
36 min.30 min.4 hr., 47 min.1023 Sch. B
43 min.35 min.5 hr., 1 min.1023 Sch. C
47 min.42 min.4 hr., 4 min.1023 Sch. D

1 hr., 17 min.1 hr., 5 min.9 hr., 20 min.1023 Sch. E
3 hr., 3 min.2 hr., 53 min.2 hr., 39 min.1023 Sch. F

2 min.-0- min.2 hr., 38 min.1023 Sch. G
46 min.42 min.1 hr., 55 min.1023 Sch. H

4 min.-0- min.3 hr., 35 min.1023 Sch. I
26 min.24 min.1 hr., 26 min.872-C

If you have comments concerning the accuracy of these time
estimates or suggestions for making these forms simpler, we would
be happy to hear from you. You can write to the Tax Forms
Committee, Western Area Distribution Center, Rancho Cordova, CA
95743-0001. DO NOT send the application to this address. Instead,
see Where To File on page 2.

General Instructions
User fee.—A user fee must be paid with determination letter
requests submitted to the Internal Revenue Service. Form 8718,
User Fee for Exempt Organization Determination Letter Request,
must be submitted with this application along with the appropriate
fee as stated on Form 8718. Form 8718 may be obtained through
your local IRS office or by calling the telephone number given below
for obtaining forms and publications.
Helpful information.—For additional information, get Pub. 557,
Tax-Exempt Status for Your Organization; Pub. 578, Tax Information
for Private Foundations and Foundation Managers; and Pub. 598,
Tax on Unrelated Business Income of Exempt Organizations. You
may also call 1-800-829-4477 to listen to recorded tax information. A
touch-tone telephone is required. Topic #310, Tax-exempt status for
organizations, and Topic #311, How to apply for exempt status, are
informative. These topic numbers may change. If so, listen to the
directory of topics for the new topic numbers or refer to the

Purpose of Form
1. Completed Form 1023 required for section 501(c)(3)
exemption.—Unless it meets either of the exceptions in item 2
below, or notifies the IRS that it is applying for recognition of section
501(c)(3) exempt status, no organization formed after October 9,
1969, will be considered tax-exempt under section 501(c)(3).

An organization notifies the IRS by filing a completed Form 1023.
Form 1023 also solicits the information that the IRS needs to
determine if the organization is a private foundation.
2. Organizations not required to file Form 1023.—The following
organizations will be considered tax-exempt under section 501(c)(3)
even if they do not file Form 1023: (a) churches, their integrated
auxiliaries, and conventions or associations of churches, or (b) any
organization that is not a private foundation (as defined in section
509(a)) and that has gross receipts in each taxable year of normally
not more than $5,000.

Even if these organizations are not required to file Form 1023 to
be tax-exempt, they may wish to file Form 1023 and receive a
determination letter of IRS recognition of their section 501(c)(3)
status to obtain certain incidental benefits such as public recognition
of their tax-exempt status; exemption from certain state taxes;
advance assurance to donors of deductibility of contributions;
exemption from certain Federal excise taxes; nonprofit mailing
privileges, etc.
3. Other organizations.—In applying for a determination letter,
cooperative service organizations, described in section 501(e) and (f),
and child care organizations, described in section 501(k), use Form
1023 and are treated as section 501(c)(3) organizations.
4. Group exemption letter.—Generally, Form 1023 is not used to
apply for a group exemption letter. For information on how to apply
for a group exemption letter, see Pub. 557.

What To File

1. Churches — Schedule A
2. Schools — Schedule B
3. Hospitals and Medical Research — Schedule C
4. Supporting Organizations (509(a)(3)) — Schedule D
5. Private Operating Foundations — Schedule E
6. Homes for the Aged or Handicapped — Schedule F
7. Child Care — Schedule G
8. Scholarship Benefits or Student Aid — Schedule H
9. Organizations that have taken over or will take over a “for

profit” institution — Schedule I

Attachments.—State on each attachment that it relates to Form
1023 and identify the applicable part and line item number. Also
show on each attachment the organization’s name, address, and
employer identification number (EIN). Use 81⁄2 by 11 inch paper for
attachments.

In addition to the required documents and statements, include
with the application any additional information citing court decisions,
rulings, opinions, etc., that will expedite processing of the
application. Generally, attachments in the form of tape recordings
are not acceptable unless accompanied by a transcript.

When To File
An organization formed after October 9, 1969, must file Form 1023
to be recognized as an organization described in section 501(c)(3).
Generally, if an organization files its application within 15 months
after the end of the month in which it was formed, and if the IRS
approves the application, the effective date of the organization’s
section 501(c)(3) status will be the date it was organized.

Department of the Treasury
Internal Revenue Service

All applicants must complete pages 1 through 9 of Form 1023. The
following organizations must also complete the schedules or form
indicated:

10. Organizations requesting an advance ruling in Part III,
Line 11 — Form 872-C

The organization is not required to provide the information
requested on a form that is subject to the Paperwork Reduction Act
unless the form displays a valid OMB control number. Books or
records relating to a form or its instructions must be retained as long
as their contents may become material in the administration of any
Internal Revenue law. The rules governing the confidentiality of the
Form 1023 application are covered in Code section 6104.

instructions for a current Form 1040, U.S. Individual Income Tax
Return, for the updated list of Tele-Tax Topics. For additional forms
and publications, call 1-800-829-3676 (1-800-Tax-Form).

Generally, if an organization does not file its application (Form
1023) within 15 months after the end of the month in which it was
formed, it will not qualify for exempt status during the period before
the date of its application. For exceptions and special rules,
including automatic extensions in some cases, see Part III of Form
1023.
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Signature Requirements
An officer, a trustee who is authorized to sign, or another person
authorized by a power of attorney must sign this application. Send
the power of attorney with the application when you file it. Form
2848, Power of Attorney and Declaration of Representative, may be
used for this purpose.

Deductibility of Contributions
Deductions for charitable contributions are not allowed for any gifts
or bequests made to organizations that do not qualify under section
501(c)(3). The effective date of an organization’s section 501(c)(3)
status determines the date that contributions to it are deductible by
donors. (See When To File on page 1.)

Public Inspection of Form 1023
IRS responsibilities.—If the application is approved, it and any
supporting documents will be open to public inspection in any key
district office and in the Internal Revenue Service’s National Office,
as required by section 6104. In addition, any letter or other
document issued by the IRS with regard to the application will be
open to public inspection. However, information relating to a trade
secret, patent, style of work, or apparatus that, if released, would
adversely affect the organization, or any other information that would
adversely affect the national defense, will not be made available for
public inspection. Applicants must identify this information by clearly
marking it “NOT SUBJECT TO PUBLIC INSPECTION” and attach a
statement explaining why the organization asks that the information
be withheld. If the IRS agrees, the information will be withheld.
Organization’s responsibilities.—The organization must make
available for public inspection a copy of its approved application and
supporting documents, along with any document or letter issued by
the IRS. These must be available during regular business hours at
the organization’s principal office and at each of its regional or
district offices having at least three paid employees. See Notice
88-120, 1988-2 C.B. 454. If any person under a duty to comply with
the inspection provisions fails to comply with these requirements, a
penalty of $10 a day will be imposed for each day the failure
continues.

Appeal Procedures
The organization’s application will be considered by the key district
office which will either:

1. Issue a favorable determination letter;
2. Issue a proposed adverse determination letter denying the

exempt status requested; or
3. Refer the case to the National Office.

Language and Currency Requirements
Form 1023 and attachments must be prepared in English. If the
organizational document or bylaws are in any other language, an
English translation must be furnished. If the organization produces or
distributes foreign language publications that are submitted with the
application, you may be asked to provide English translations for one
or more of them during the processing of the application.

Report all financial information in U.S. dollars (specify the
conversion rate used). Combine amounts from within and outside the
United States and report the total for each item on the financial
statements.

For example:

Gross Investment Income

From U.S. sources $4,000

From non-U.S. sources 1,000

Amount to report on income statement $5,000

Annual Information Return
If the annual information return for tax-exempt organizations
becomes due while its application for recognition of exempt status is
pending with the IRS (including any appeal of a proposed adverse
determination), the organization should file Form 990, Return of
Organization Exempt From Income Tax, (or Form 990-EZ, Short
Form Return of Organization Exempt From Income Tax) and if
required, Schedule A (Form 990), Organization Exempt Under
Section 501(c)(3), or Form 990-PF, Return of Private Foundation, if a
private foundation, and indicate that an application is pending.

Special Rule for Canadian Colleges and
Universities
A Canadian college or university that has received a Form T2051,
Notification of Registration, from Revenue Canada (Department of
National Revenue, Taxation) and whose registration has not been
revoked, does not have to complete all parts of Form 1023 that
would otherwise be applicable. Such an organization must complete
only Part I of Form 1023 and Schedule B (Schools, Colleges, and
Universities). The organization must also attach a copy of its Form
T2050, Application for Registration, together with all the required
attachments that it submitted to Revenue Canada. If any
attachments were prepared in French, an English translation must be
furnished.

Other Canadian organizations seeking a determination of section
501(c)(3) status must complete Form 1023 in the same manner as
U.S. organizations.

Specific Instructions
The following instructions are keyed to the line items on the
application form:

Part I. Identification of Applicant
Line 1. Full name and address of organization.—Enter the
organization’s name exactly as it appears in its creating document
including amendments. If the organization will be operating under
another name, show the other name in parentheses. Enter your nine-
digit ZIP code.

Line 2. Employer identification number (EIN).—All organizations
must have an EIN. Enter the nine-digit EIN assigned to the
organization by the IRS. If the organization does not have an EIN,
get Form SS-4, Application for Employer Identification Number, for
details on how to obtain an EIN immediately by telephone. If the
organization has previously applied for a number, enter “applied for”
and attach a statement giving the date of the application and the
office where it was filed. Do not apply for an EIN more than once.

If we send you a proposed adverse determination, we will advise
you of your appeal rights at that time.

Where To File
File the completed application, and all information required, with the
IRS key district office for the organization’s principal place of
business or office as listed in Form 8718. As soon as possible after
the complete application is received, you will be advised of the IRS’s
determination and of the annual returns (if any) that the organization
will be required to file.

Contributions by U.S. residents to foreign organizations generally
are not deductible. Tax treaties between the U.S. and certain foreign
countries provide limited exceptions. Foreign organizations (other
than those in Canada or Mexico) claiming eligibility to receive
contributions deductible by U.S. residents must attach an English
copy of the U.S. tax treaty that provides for such deductibility.

If the organization’s address is outside the United States or its
possessions or territories, enter the information on the line for “City
or town, state, and ZIP code” in the following order: city, province or
state, foreign postal code, and the name of the foreign country. Do
not abbreviate the country name.

Line 3. Person to contact.—Enter the name and telephone number
of the person to contact during business hours if more information is
needed. The contact person should be an officer, director, or a
person with power of attorney who is familiar with the organization’s
activities and is authorized to act on its behalf. Attach Form 2848 or
other power of attorney.
Line 4. Month the annual accounting period ends.—Enter the
month the organization’s annual accounting period ends. The
accounting period is usually the 12-month period that is the
organization’s tax year. The organization’s first tax year depends on
the accounting period chosen. (The first tax year could be less than
12 months).
Line 5. Date formed.—Enter the date the organization became a
legal entity. For a corporation, this is the date that the articles of
incorporation were approved by the appropriate state official. For an
unincorporated organization, it is the date its constitution or articles
of association were adopted.
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Line 6. Activity codes.—Select up to three of the code numbers
listed on the back cover that best describe or most accurately
identify the organization’s purposes, activities, or type of
organization. Enter the codes in the order of importance.
Line 7.—Indicate if the organization is one of the following:
● 501(e) Cooperative hospital service organization;
● 501(f) Cooperative service organization of operating

educational organization;
● 501(k) Organization providing child care.
If none of the above applies, make no entry on line 7.
Line 8.—Indicate if the organization has ever filed a Form 1023 or
Form 1024, Application for Recognition of Exemption Under Section
501(a), with the IRS.

Line 10.—Indicate if the organization has ever filed Federal income
tax returns as a taxable organization or filed returns as an exempt
organization (e.g., Form 990, 990-EZ, 990-PF, or 990-T, Exempt
Organization Business Income Tax Return).
Line 11. Type of organization and organizational documents.—
Submit a conformed copy of the organizing instrument. If the
organization does not have an organizing instrument, it will not
qualify for exempt status. A conformed copy is one that agrees with
the original and all amendments to it. The conformed copy may be a
photocopy of the original signed and dated organizing document OR
it may be a copy of the organizing document that is not signed but
is accompanied by a written declaration signed by an authorized
individual stating that the copy is a complete and accurate copy of
the original signed and dated document.

In the case of a corporation, a copy of the articles of
incorporation, approved and dated by an appropriate state official, is
sufficient by itself. If an unsigned copy of the articles of
incorporation is submitted, it must be accompanied by the written
declaration discussed above. Signed or unsigned copies of the
articles of incorporation must be accompanied by a declaration
stating that the original copy of the articles was filed with, and
approved by, the state. The date filed must be specified.

In the case of an unincorporated association, the conformed copy
of the constitution, articles of association, or other organizing
document must indicate in the document itself, or in a written
declaration, that the organization was formed by the adoption of the
document by two or more persons.

In the case of a trust, a copy of the signed and dated trust
instrument must be furnished.

For your organization to qualify for exempt status, its organizing
instrument must contain a proper dissolution clause, or state law
must provide for distribution of assets for one or more exempt
(section 501(c)(3)) purposes upon dissolution. If you rely on state law,
please cite the law and briefly state its provisions on an attachment.
Foreign organizations must cite and attach a copy of the foreign
statute along with an English language translation.

Part II. Activities and Operational
Information
Line 1.—It is important that you report all activities carried on by the
organization to enable the IRS to make a proper determination of the
organization’s exempt status.

Line 2.—If it is anticipated that the organization’s principal sources
of support will increase or decrease substantially in relation to the
organization’s total support, attach a statement describing
anticipated changes and explaining the basis for the expectation.
Line 3.—For purposes of providing the information requested on line
3, “fundraising activity” includes the solicitation of contributions and
both functionally related activities and unrelated business activities.
Include a description of the nature and magnitude of the activities.
Line 4a.—Furnish the mailing addresses of the organization’s
principal officers, directors, or trustees. Do not give the address of
the organization.
Line 4b.—The annual compensation includes salary, bonus, and any
other form of payment to the individual for services while employed
by the organization.
Line 4c.—Public officials include anyone holding an elected position
or anyone appointed to a position by an elected official.
Line 4d.—For purposes of this application, a “disqualified person” is
any person who, if the applicant organization were a private
foundation, is:

1. A “substantial contributor” to the foundation (defined below);
2. A foundation manager;
3. An owner of more than 20% of the total combined voting

power of a corporation that is a substantial contributor to the
foundation;

4. A “member of the family” of any person described in 1, 2, or 3
above;

5. A corporation, partnership, or trust in which persons described
in 1, 2, 3, or 4 above, hold more than 35% of the combined voting
power, the profits interest, or the beneficial interests; and

6. Any other private foundation that is effectively controlled by the
same persons who control the first-mentioned private foundation or
any other private foundation substantially all of whose contributions
were made by the same contributors.

A substantial contributor is any person who gave a total of more
than $5,000 to the organization, and those contributions are more
than 2% of all the contributions and bequests received by the
organization from the date it was created up to the end of the year
the contributions by the substantial contributor were received. A
creator of a trust is treated as a substantial contributor regardless of
the amount contributed by that person or others.

See Pub. 578 for more information on “disqualified persons.”
Line 5.—If your organization controls or is controlled by another
exempt organization or a taxable organization, answer “Yes.”
“Control” means that:

Line 6.—If the organization conducts any financial transactions
(either receiving funds or paying out funds), or nonfinancial activities
with an exempt organization (other than a 501(c)(3) organization), or
with a political organization, answer “Yes,” and explain.
Line 7.—If the organization must report its income and expense
activity to any other organization (tax-exempt or taxable entity),
answer “Yes.”
Line 8.—Examples of assets used to perform an exempt function
are: land, building, equipment, and publications. Do not include cash
or property producing investment income. If you have no assets
used in performing the organization’s exempt function, answer
“N/A.”
Line 10a.—If the organization is managed by another exempt
organization, a taxable organization, or an individual, answer “Yes.”

Line 9.—If the organization for which this application is being filed is
a private foundation, answer “N/A.” If the organization is not required
to file Form 990 (or Form 990-EZ) and is not a private foundation,
answer “No” and attach an explanation. Get the Form 990
Instructions and refer to page 2 for a discussion of organizations not
required to file Form 990 (or Form 990-EZ). Otherwise, answer “Yes.”

If the organization has adopted bylaws, include a current copy.
The bylaws need not be signed if submitted as an attachment to the
application for recognition of exemption. The bylaws of an
organization alone are not an organizing instrument. They are merely
the internal rules and regulations of the organization.

The organizing instrument must also specify the organizational
purposes and the purposes specified must be limited to one or more
of those set out in section 501(c)(3). See Pub. 557 for detailed
instructions and for sample organizing instruments that satisfy the
requirements of section 501(c)(3) and the related regulations.

See Pub. 557 for a discussion of dissolution clauses under the
heading, Dedication and Distribution of Assets. Examples of
dissolution clauses are shown in the sample organizing instruments. 

1. Fifty percent (50%) or more of the filing organization’s officers,
directors, trustees, or key employees are also officers, directors,
trustees, or key employees of the second organization being tested
for control;

2. The filing organization appoints 50% or more of the officers,
directors, trustees, or key employees of the second organization; or

3. Fifty percent (50%) or more of the filing organization’s officers,
directors, trustees, or key employees are appointed by the second
organization.

Control exists if the 50% test is met by any one group of persons
even if collectively the 50% test is not met. Examples of special
relationships are common officers and the sharing of office space or
employees.
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If you answer “Yes,” you may want to file Form 5768,
Election/Revocation of Election by an Eligible Section 501(c)(3)
Organization To Make Expenditures To Influence Legislation.
Line 14.—An organization is intervening in a political campaign if it
promotes or opposes the candidacy or prospective candidacy of an
individual for public office.

Part III. Technical Requirements
Line 1.—If you check “Yes,” proceed to line 8. If you check “No,”
proceed to line 2.
Line 2a.—To qualify as an integrated auxiliary, an organization must
not be a private foundation and must satisfy the affiliation and
support tests of Regulations section 1.6033-2(h).
Line 3.—Relief from the 15-month filing requirement is granted
automatically if the organization submits a completed Form 1023
within 12 months from the end of the 15-month period.

Line 5.—The reasons for late filing should be specific to your
particular organization and situation. Rev. Proc. 92-85 lists the
factors the IRS will consider in determining if good cause exists for
granting an extension of time to file the application. (Also see Pub.
557.) To address these factors, your response on line 5 should
provide the following information:

1. Whether the organization consulted an attorney or accountant
knowledgeable in tax matters or communicated with a responsible
IRS employee (before or after the organization was created) to
ascertain the organization’s Federal filing requirements and, if so, the
names and occupations or titles of the persons contacted, the
approximate dates, and the substance of the information obtained;

2. How and when the organization learned about the 15-month
deadline for filing Form 1023;

3. Whether any significant intervening circumstances beyond the
organization’s control prevented it from submitting the application
timely or within a reasonable period of time after it learned of the
requirement to file the application within the 15-month period; and

4. Any other information that you believe may establish good
cause for not filing timely or otherwise justify granting the relief
sought.
Line 7.—The organization may still be able to qualify for exemption
under section 501(c)(4) for the period preceding the effective date of
its exemption as a section 501(c)(3) organization. If the organization
is qualified under section 501(c)(4) and page 1 of Form 1024 is filed
as directed, the organization will not be liable for income tax returns
as a taxable entity. Contributions to section 501(c)(4) organizations
are generally not deductible by donors as charitable contributions.
Line 8.—Private foundations are subject to various requirements,
restrictions, and excise taxes under Chapter 42 of the Code that do
not apply to public charities. Also, contributions to private

1. A church, school, hospital, or governmental unit;
2. A medical research organization operated in conjunction with a

hospital;
3. An organization operated for the benefit of a college or

university that is owned or operated by a governmental unit;
4. An organization that normally receives a substantial part of its

support in the form of contributions from a governmental unit or from
the general public as provided in section 170(b)(1)(A)(vi);

5. An organization that normally receives not more than one-third
of its support from gross investment income and more than
one-third of its support from contributions, membership fees, and
gross receipts related to its exempt functions (subject to certain
exceptions) as provided in section 509(a)(2);

6. An organization operated solely for the benefit of, and in
connection with, one or more organizations described above (or for
the benefit of one or more of the organizations described in section
501(c)(4), (5), or (6) of the Code and also described in 5 above), but
not controlled by disqualified persons other than foundation
managers, as provided in section 509(a)(3); or

7. An organization organized and operated to test for public safety
as provided in section 509(a)(4).
Line 9.—Basis for private operating foundation status: (Complete
this line only if you answered “Yes” to the question on line 8.)

A “private operating foundation” is a private foundation that
spends substantially all of its adjusted net income or its minimum
investment return, whichever is less, directly for the active conduct
of the activities constituting the purpose or function for which it is
organized and operated. The foundation must satisfy the income test
and one of the three supplemental tests: (1) the assets test; (2) the
endowment test; or (3) the support test. For additional information,
see Pub. 578.
Line 10.—Basis for nonprivate foundation status: Check the box that
shows why your organization is not a private foundation.

Box (a). A church or convention or association of churches.
Box (b). A school.—See the definition in the instructions for

Schedule B.
Box (c). A hospital or medical research organization.—See the

instructions for Schedule C.
Box (d). A governmental unit.—This category includes a state, a

possession of the United States, or a political subdivision of any of
the foregoing, or the United States, or the District of Columbia.

Box (e). Organizations operated in connection with or solely for
organizations described in (a) through (d) or (g), (h), and (i).—The
organization must be organized and operated for the benefit of, to
perform the functions of, or to carry out the purposes of one or more
specified organizations described in section 509(a)(1) or (2). It must
be operated, supervised, or controlled by or in connection with one
or more of the organizations described in the instructions for boxes
(a) through (d) or (g), (h), and (i). It must not be controlled directly or
indirectly by disqualified persons (other than foundation managers or
organizations described in section 509(a)(1) or (2)). To show whether
the organization satisfies these tests, complete Schedule D.

Box (f). An organization testing for public safety.—An organization
in this category is one that tests products to determine their
acceptability for use by the general public. It does not include any
organization testing for the benefit of a manufacturer as an operation
or control in the manufacture of its product.

Box (g). Organization for the benefit of a college or university
owned or operated by a governmental unit.—The organization must
be organized and operated exclusively for the benefit of a college or
university that is an educational organization within the meaning of
section 170(b)(1)(A)(ii) and is an agency or instrumentality of a state
or political subdivision of a state; is owned or operated by a state or
political subdivision of a state; or is owned or operated by an agency
or instrumentality of one or more states or political subdivisions. The
organization must also normally receive a substantial part of its
support from the United States or any state or political subdivision of
a state, or from direct or indirect contributions from the general

1. Share in the common goal for which the organization was
created;

2. Actively participate in achieving the organization’s purposes;
and

3. Pay dues.
Line 12.—Examples of benefits, services, and products are: meals to
homeless people, home for the aged, museum open to the public,
and a symphony orchestra giving public performances.

Line 13.—An organization is attempting to influence legislation if it
contacts or urges the public to contact members of a legislative
body, for the purpose of proposing, supporting, or opposing
legislation, or if it advocates the adoption or rejection of legislation.

Line 10b.—If the organization leases property from anyone or leases
any of its property to anyone, answer “Yes.”
Line 11.—A membership organization for purposes of this question
is an organization that is composed of individuals or organizations
who:

Line 4.—See Rev. Proc. 92-85, 1992-2 C.B. 490, for information
about an extension beyond the 27-month period. According to
section 5.01 of Rev. Proc. 92-85, the IRS will allow an organization
an extension of time to file a Form 1023 application under a
reasonable action and good-faith standard. In such case, the
organization does not need to provide any further information or
affidavits provided that it files its application before the IRS has
discovered the organization’s failure to file an application.

Note: Organizations that provide low-income housing should see
Rev. Proc. 96-32, 1996-20 I.R.B. 14, for a “safe harbor” and an
alternative facts and circumstances test to be used in completing line
12.

foundations may receive less favorable treatment than contributions
to public charities. See Pub. 578. Therefore, it is usually to an
organization’s advantage to show that it qualifies as a public charity
rather than as a private foundation if its activities or sources of
support permit it to do so. Unless an organization meets one of the
exceptions below, it is a private foundation. In general, an
organization is not a private foundation if it is:
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Box (i). Organization described in section 509(a)(2).—The
organization must satisfy the support test under section 509(a)(2)(A)
and the gross investment income test under section 509(a)(2)(B). To
satisfy the support test, the organization must normally receive more
than one-third of its support from: (a) gifts, grants, contributions, or
membership fees, and (b) gross receipts from admissions, sales of
merchandise, performance of services, or furnishing of facilities, in
an activity that is not an unrelated trade or business (subject to
certain limitations discussed below). This one-third of support must
be from organizations described in section 509(a)(1), governmental
sources, or persons other than disqualified persons. In computing
gross receipts from admissions, sales of merchandise, performance
of services, or furnishing of facilities in an activity that is not an
unrelated trade or business, the gross receipts from any one person
or from any bureau or similar agency of a governmental unit are
includible only to the extent they do not exceed the greater of
$5,000 or 1% of the organization’s total support. To satisfy the gross
investment income test, the organization must not receive more than
one-third of its support from gross investment income.

Box (j).—If you believe the organization meets the public support
test of section 170(b)(1)(A)(vi) or 509(a)(2) but are uncertain as to
which public support test it satisfies, check box (j). By checking this
box, you are claiming that the organization is not a private
foundation and are agreeing to let the IRS compute the public
support of your organization and determine the correct foundation
status.

Line 11.—To receive a definitive (final) ruling under sections
170(b)(1)(A)(vi) and 509(a)(1) or under section 509(a)(2), an
organization must have completed a tax year consisting of at least 8
months. Organizations that checked box (h), (i), or (j) on line 10 that
do not satisfy the 8-month requirement must request an advance
ruling covering their first 5 tax years instead of a definitive ruling.

An organization that satisfies the 8-month requirement has two
options:

1. It may request a definitive ruling. In this event, the
organization’s qualification under sections 170(b)(1)(A)(vi) and
509(a)(1) or under section 509(a)(2) will be based on the support that
the organization has received to date; or

2. It may request an advance ruling. If the IRS issues the advance
ruling, the organization’s public support computation will be based
on the support it receives during its first 5 tax years. An organization
should consider this option if it has not received significant public
support during its first tax year or during its first and second tax
years, but it reasonably expects to receive such support by the end
of its fifth tax year. An organization that receives an advance ruling is
treated, during the 5-year advance ruling period, as a public charity
(rather than a private foundation) for certain purposes, including
those relating to the deductibility of contributions by the general
public.

Line 12.—For definition of an unusual grant, see instructions for Part
IV-A, line 12.

Line 13.—Answer this question only if you checked box (g), (h), or (j)
on line 10.

Line 14.—Answer the question on this line only if you checked box
(i) or (j) on line 10 and are requesting a definitive ruling on line 11.

Line 15.—Answer “Yes” or “No” on each line. If “Yes,” you must
complete the appropriate schedule. Each schedule is included in this
application package with accompanying instructions. For a brief
definition of each type of organization, see the appropriate schedule.

Part IV. Financial Data
The Statement of Revenue and Expenses must be completed for
the current year and each of the 3 years immediately before it (or
the years the organization has existed, if less than 4). Any applicant
that has existed for less than 1 year must give financial data for the
current year and proposed budgets for the following 2 years. We
may request financial data for more than 4 years if necessary. All
financial information for the current year must cover the period
beginning on the first day of the organization’s established annual
accounting period and ending on any day that is within 60 days of
the date of this application. If the date of this application is less than
60 days after the first day of the current accounting period, no
financial information is required for the current year. Financial
information is required for the 3 preceding years regardless of the
current year requirements. Please note that if no financial information
is required for the current year, the preceding year’s financial
information can end on any day that is within 60 days of the date of
this application. Prepare the statements using the method of
accounting and the accounting period (entered on line 4 of Part I)
the organization uses in keeping its books and records. If the
organization uses a method other than the cash receipts and
disbursements method, attach a statement explaining the method
used.

A. Statement of Revenue and Expenses
Line 1.—Do not include amounts received from the general public or
a governmental unit for the exercise or performance of the
organization’s exempt functions. However, payments made by a
governmental unit to enable the organization to provide a service to
the general public should be included. Also, do not include unusual
grants. For an explanation of unusual grants, see the discussion for
Line 12 on the following page.

Line 2.—Include amounts received from members for the basic
purpose of providing support to the organization. These are
considered to be contributions. Do not include payments to
purchase admissions, merchandise, services, or use of facilities.

Line 3.—Include on this line the income received from dividends,
interest, and payments received on securities loans, rents, and
royalties.

Line 4.—Enter the organization’s net income from any activities that
are regularly carried on and are not related to the organization’s
exempt purposes. Examples of such income include fees from the
commercial testing of products; income from renting office
equipment or other personal property; and income from the sale of
advertising in an exempt organization’s periodical. See Pub. 598 for
information about unrelated business income and activities.

Line 5.—Enter the amount collected by the local tax authority from
the general public that has been allocated for your organization.

Line 6.—To report the value of services and/or facilities furnished by
a governmental unit, use the fair market value at the time the
service/facility was furnished to your organization. Do not include
any other donated services or facilities in Part IV.

Line 7.—Enter the total income from all sources that is not reported
on lines 1 through 6, or lines 9, 11, and 12. Attach a schedule that
lists each type of revenue source and the amount derived from each.

Line 9.—Include income generated by the organization’s exempt
function activities (charitable, educational, etc.) and by its nontaxable
fundraising events (excluding any contributions received). Examples
of such income include the income derived by a symphony orchestra
from the sale of tickets to its performances; and raffles, bingo, or
other fundraising-event income that is not taxable as unrelated
business income because the income-producing activities are not
regularly carried on or because they are conducted with substantially
all (at least 85%) volunteer labor. Record related cost of sales on line
22, Other.

Line 11.—Attach a schedule that shows a description of each asset,
the name of the person to whom sold, and the amount received. In
the case of publicly traded securities sold through a broker, the
name of the purchaser is not required.

Box (h). Organization receiving support from a governmental unit
or from the general public.—The organization must receive a
substantial part of its support from the United States or any state or
political subdivision, or from direct or indirect contributions from the
general public, or from a combination of these sources. The
organization may satisfy the support requirement in either of two
ways. It will be treated as publicly supported if the support it
normally receives from the above-described governmental units and
the general public equals at least one-third of its total support. It will
also be treated as publicly supported if the support it normally
receives from governmental or public sources equals at least 10% of
total support and the organization is set up to attract new and
additional public or governmental support on a continuous basis. If
the organization’s governmental and public support is at least 10%,
but not over one-third of its total support, the questions on lines 1
through 14 of Part II will apply to determine both the organization’s
claim of exemption and whether it is publicly supported. Preparers
should exercise care to assure that those questions are answered in
detail.

public or from a combination of these sources. An organizaton
described in section 170(b)(1)(A)(iv) will be subject to the same
publicly supported rules that are applicable to 170(b)(1)(A)(vi)
organizations described in box (h) below.
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Line 17.—Attach a schedule that shows the name of the person
compensated; the office or position; the average amount of time
devoted to the organization’s affairs per week, month, etc.; and the
amount of annual compensation. The following example shows the
format and amount of detail required:

Name Position Time devoted Annual salary

President and
general manager

Philip Poe 16 hrs. per wk. $7,500

Line 18.—Enter the total of employees’ salaries not reported on line
17.

Line 19.—Enter the total interest expense for the year, excluding
mortgage interest treated as occupancy expense on line 20.

Line 20.—Enter the amount paid for the use of office space or other
facilities, heat, light, power, and other utilities, outside janitorial
services, mortgage interest, real estate taxes, and similar expenses.

Line 21.—If your organization records depreciation, depletion, and
similar expenses, enter the total.

Line 22.—Attach a schedule listing the type and amount of each
significant expense for which a separate line is not provided. Report
other miscellaneous expenses as a single total if not substantial in
amount.

B. Balance Sheet
Line 1.—Enter the total cash in checking and savings accounts,
temporary cash investments (money market funds, CDs, treasury
bills, or other obligations that mature in less than 1 year), change
funds, and petty cash funds.

Line 2.—Enter the total accounts receivable that arose from the sale
of goods and/or performance of services, less any reserve for bad
debt.

Line 3.—Enter the amount of materials, goods, and supplies
purchased or manufactured by the organization and held to be sold
or used in some future period.

Line 4.—Attach a schedule that shows the name of the borrower, a
brief description of the obligation, the rate of return on the principal
indebtedness, the due date, and the amount due. The following
example shows the format and amount of detail required:

Name of
borrower

Rate of
returnDescription of obligation Due date Amount

Hope Soap
Corporation

Debenture bond (no senior
issue outstanding)

10% Jan. 2004 $ 7,500

Big Spool
Company

Collateral note secured by
company’s fleet of 20
delivery trucks

12% Jan. 2003 62,000

Line 5.—Attach a schedule listing the organization’s corporate stock
holdings. For stock of closely held corporations, the statement
should show the name of the corporation, a brief summary of the
corporation’s capital structure, and the number of shares held and
their value as carried on the organization’s books. If such valuation
does not reflect current fair market value, also include fair market
value. For stock traded on an organized exchange or in substantial
quantities over the counter, the statement should show the name of
the corporation, a description of the stock and the principal
exchange on which it is traded, the number of shares held, and their
value as carried on the organization’s books. The following example
shows the format and the amount of detail required:

Fair
market
value

Book
amount

Capital structure (or
exchange on which traded)

Name of
corporation Shares

100 shares nonvoting
preferred issued and
outstanding, no par
value; 50 shares
common issued and
outstanding, no par
value.

Little Spool
Corporation

$24,00050Preferred shares:

30,00025,00010Common shares:

3,5003,00020Class A commonFlintlock
Corporation N.Y.S.E.

$20,000

Line 6.—Report each loan separately, even if more than one loan
was made to the same person. Attach a schedule that shows the
borrower’s name, purpose of loan, repayment terms, interest rate,
and original amount of loan.

Line 7.—Enter the book value of government securities held (U.S.,
state, or municipal). Also enter the book value of buildings and
equipment held for investment purposes. Attach a schedule
identifying and reporting the book value of each.

Line 8.—Enter the book value of buildings and equipment not held
for investment. This includes plant and equipment used by the
organization in conducting its exempt activities. Attach a schedule
listing these assets held at the end of the current tax year/period
and the cost or other basis.

Line 9.—Enter the book value of land not held for investment.

Line 10.—Enter the book value of each category of assets not
reported on lines 1 through 9. Attach a schedule listing each.

Line 12.—Enter the total of accounts payable to suppliers and
others, such as salaries payable, accrued payroll taxes, and interest
payable.

Line 13.—Enter the unpaid portion of grants and contributions that
the organization has made a commitment to pay other organizations
or individuals.

Line 14.—Enter the total of mortgages and other notes payable
outstanding at the end of the current tax year/period. Attach a
schedule that shows each item separately and the lender’s name,
purpose of loan, repayment terms, interest rate, and original amount.

Line 15.—Enter the amount of each liability not reported on lines 12
through 14. Attach a separate schedule.

Line 17.—Under fund accounting, an organization segregates its
assets, liabilities, and net assets into separate funds according to
restrictions on the use of certain assets. Each fund is like a separate
entity in that it has a self-balancing set of accounts showing assets,
liabilities, equity (fund balance), income, and expenses. If the
organization does not use fund accounting, report only the “net
assets” account balances, such as: capital stock, paid-in capital,
and retained earnings or accumulated income.

Line 12.—Unusual grants generally consist of substantial
contributions and bequests from disinterested persons that:

1. Are attracted by reason of the publicly supported nature of the
organization;

2. Are unusual and unexpected as to the amount; and

3. Would, by reason of their size, adversely affect the status of the
organization as normally meeting the support test of section
170(b)(1)(A)(vi) or section 509(a)(2), as the case may be. 

Line 14.—Fundraising expenses represent the total expenses
incurred in soliciting contributions, gifts, grants, etc.

Line 15.—Attach a schedule showing the name of the recipient, a
brief description of the purposes or conditions of payment, and the
amount paid. The following example shows the format and amount
of detail required for this schedule:

Recipient Purpose Amount

Museum of Natural History General operating budget $9,000

State University Books for needy students 4,500

Richard Roe Educational scholarship 2,200

Line 16.—Attach a schedule showing the name of each recipient, a
brief description of the purposes or condition of payment, and
amount paid. Do not include any amounts that are on line 15. The
schedule should be similar to the schedule shown in the line 15
instructions above.

If the organization is awarded an unusual grant and the terms of
the granting instrument provide that the organization will receive the
funds over a period of years, the amount received by the
organization each year under the grant may be excluded. See the
regulations under sections 170 and 509.

Colleges, universities, and other educational institutions and
agencies subject to the Family Educational Rights and Privacy Act
(20 U.S.C. 1232g) are not required to list the names of individuals
who were provided scholarships or other financial assistance where
such disclosure would violate the privacy provisions of the law.
Instead, such organizations should group each type of financial aid
provided, indicate the number of individuals who received the aid,
and specify the aggregate dollar amount.



Procedural Checklist

Make sure the application is complete.
If you do not complete all applicable parts or do not provide all required attachments,
we may return the incomplete application to your organization for resubmission with the
missing information or attachments. This will delay the processing of the application and
may delay the effective date of your organization’s exempt status. The organization may
also incur additional user fees.

Have you . . .
Attached Form 8718 (User Fee for Exempt Organization Determination Letter Request)
and the appropriate fee?

Located the correct IRS key district office for the mailing of the application? (See
Where To File addresses on Form 8718.) Do not file the application with your local
Internal Revenue Service Center.

Completed Parts I through IV and any other schedules that apply to the organization?

Shown the organization’s Employer Identification Number (EIN)?
a. If your organization has an EIN, write it in the space provided.
b. If this is a newly formed organization and does not have an Employer Identification

Number, obtain an EIN by telephone. (See Specific Instructions, Part I, Line 2, on page 2.)

Described your organization’s specific activities as directed in Part II, line 1, of the
application?

Included a conformed copy of the complete organizing instrument? (See Specific
Instructions, Part I, Line 11, on page 3.)

Had the application signed by one of the following?
a. An officer or trustee who is authorized to sign (e.g., president, treasurer); or
b. A person authorized by a power of attorney (Submit Form 2848, or other power of

attorney)

Enclosed financial statements (Part IV)?
a. Current year (must include period up to within 60 days of the date the application is

filed) and 3 preceding years.
b. Detailed breakdown of revenue and expenses (no lump sums).
c. If the organization has been in existence less than 1 year, you must also submit

proposed budgets for 2 years showing the amounts and types of receipts and
expenditures anticipated.

Note: During the technical review of a completed application by the Employee
Plans/Exempt Organizations Division in the key distr ict or by Exempt Organizations
Division in the National Office, it may be necessary to contact the organization for more
specific or additional information.

Do not send this checklist with the application.
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Application for Recognition of Exemption
Under Section 501(c)(3) of the Internal Revenue Code

OMB No. 1545-0056
Form 1023

If exempt status is
approved, this
application will be open
for public inspection.

(Rev. April 1996)

Department of the Treasury
Internal Revenue Service

Read the instructions for each Part carefully.
A User Fee must be attached to this application.

If the required information and appropriate documents are not submitted along with Form 8718 (with payment of the
appropriate user fee), the application may be returned to you.

Identification of Applicant

Employer identification number (EIN)
(If none, see page 2 of the instructions.)

2Full name of organization (as shown in organizing document)1a

Name and telephone number of person
to be contacted if additional information
is needed

3c/o Name (if applicable)1b

Address (number and street)1c

( )

City or town, state, and ZIP code1d Month the annual accounting period ends4

5 Date incorporated or formed 6 Activity codes (See page 3 of the instructions.) 7 Check here if applying under section:
a 501(e) b 501(f) c 501(k)

8 Did the organization previously apply for recognition of exemption under this Code section or under any
other section of the Code? Yes No
If “Yes,” attach an explanation.

NoYesHas the organization filed Federal income tax returns or exempt organization information returns?10
If “Yes,” state the form numbers, years filed, and Internal Revenue office where filed.

Check the box for the type of organization. ATTACH A CONFORMED COPY OF THE CORRESPONDING ORGANIZING
DOCUMENTS TO THE APPLICATION BEFORE MAILING. (See Specific Instructions for Part I, Line 11, on page 3.) Get
Pub. 557, Tax-Exempt Status for Your Organization, for examples of organizational documents.)

11

Attach a copy of the Articles of Incorporation (including amendments and restatements) showing
approval by the appropriate state official; also include a copy of the bylaws.

Corporation—a

Trust— Attach a copy of the Trust Indenture or Agreement, including all appropriate signatures and dates.b

Attach a copy of the Articles of Association, Constitution, or other creating document, with a
declaration (see instructions) or other evidence the organization was formed by adoption of the
document by more than one person; also include a copy of the bylaws.

Association—c

If the organization is a corporation or an unincorporated association that has not yet adopted bylaws, check here ©

I declare under the penalties of perjury that I am authorized to sign this application on behalf of the above organization and that I have examined this application,
including the accompanying schedules and attachments, and to the best of my knowledge it is true, correct, and complete.

Please
Sign
Here (Date)(Title or authority of signer)(Signature)

For Paperwork Reduction Act Notice, see page 1 of the instructions.

Complete the Procedural Checklist on page 7 of the instructions.

Part I

©
Cat. No. 17133K

NoYesIs the organization required to file Form 990 (or Form 990-EZ)?9
If “No,” attach an explanation (see page 3 of the Specific Instructions).

N/A

Room/Suite

-
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Activities and Operational Information

Provide a detailed narrative description of all the activities of the organization—past, present, and planned. Do not merely
refer to or repeat the language in the organizational document. List each activity separately in the order of importance
based on the relative time and other resources devoted to the activity. Indicate the percentage of time for each activity.
Each description should include, as a minimum, the following: (a) a detailed description of the activity including its purpose
and how each acitivity furthers your exempt purpose; (b) when the activity was or will be initiated; and (c) where and by
whom the activity will be conducted.

1

2 What are or will be the organization’s sources of financial support? List in order of size.

3 Describe the organization’s fundraising program, both actual and planned, and explain to what extent it has been put into
effect. Include details of fundraising activities such as selective mailings, formation of fundraising committees, use of
volunteers or professional fundraisers, etc. Attach representative copies of solicitations for financial support.

Part II
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Activities and Operational Information ( Continued)

Give the following information about the organization’s governing body:4

Annual compensationbNames, addresses, and titles of officers, directors, trustees, etc.a

Do any of the above persons serve as members of the governing body by reason of being public officials
or being appointed by public officials?

c
NoYes

If “Yes,” name those persons and explain the basis of their selection or appointment.

Are any members of the organization’s governing body “disqualified persons” with respect to the
organization (other than by reason of being a member of the governing body) or do any of the members
have either a business or family relationship with “disqualified persons”? (See Specific Instructions for
Part II, Line 4d, on page 3.)

d

NoYes
If “Yes,” explain.

NoYesDoes the organization control or is it controlled by any other organization?5

Is the organization the outgrowth of (or successor to) another organization, or does it have a special
relationship with another organization by reason of interlocking directorates or other factors? NoYes
If either of these questions is answered “Yes,” explain.

Does or will the organization directly or indirectly engage in any of the following transactions with any
political organization or other exempt organization (other than a 501(c)(3) organization): (a) grants;
(b) purchases or sales of assets; (c) rental of facilities or equipment; (d) loans or loan guarantees;
(e) reimbursement arrangements; (f) performance of services, membership, or fundraising solicitations;
or (g) sharing of facilities, equipment, mailing lists or other assets, or paid employees?

6

7 Is the organization financially accountable to any other organization?
If “Yes,” explain and identify the other organization. Include details concerning accountability or attach
copies of reports if any have been submitted.

NoYes

NoYes

If “Yes,” explain fully and identify the other organizations involved.

Part II
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Activities and Operational Information ( Continued)

What assets does the organization have that are used in the performance of its exempt function? (Do not include property
producing investment income.) If any assets are not fully operational, explain their status, what additional steps remain to
be completed, and when such final steps will be taken. If “None,” indicate “N/A.”

8

Will any of the organization’s facilities or operations be managed by another organization or individual
under a contractual agreement?

10a
NoYes
NoYesIs the organization a party to any leases?b

If either of these questions is answered “Yes,” attach a copy of the contracts and explain the relationship
between the applicant and the other parties.

Yes NoIs the organization a membership organization?11
If “Yes,” complete the following:
Describe the organization’s membership requirements and attach a schedule of membership fees and
dues.

a

Describe the organization’s present and proposed efforts to attract members and attach a copy of any
descriptive literature or promotional material used for this purpose.

b

What benefits do (or will) the members receive in exchange for their payment of dues?c

If the organization provides benefits, services, or products, are the recipients required, or will
they be required, to pay for them?

12a
NoYesN/A

Does or will the organization limit its benefits, services, or products to specific individuals or
classes of individuals?

b
N/A Yes No

If “Yes,” explain how the recipients or beneficiaries are or will be selected.

NoYesDoes or will the organization attempt to influence legislation?13
If “Yes,” explain. Also, give an estimate of the percentage of the organization’s time and funds that it
devotes or plans to devote to this activity.

Does or will the organization intervene in any way in political campaigns, including the publication or
distribution of statements?

14
Yes No

If “Yes,” explain fully.

If “Yes,” explain how the charges are determined and attach a copy of the current fee schedule.

Part II

9 Will the organization be the beneficiary of tax-exempt bond financing within the next 2 years? Yes No
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Technical Requirements

NoYes
Are you filing Form 1023 within 15 months from the end of the month in which your organization was
created or formed?

1

If one of the exceptions to the 15-month filing requirement shown below applies, check the appropriate box and proceed
to question 8.

2

Exceptions—You are not required to file an exemption application within 15 months if the organization:

a Is a church, interchurch organization of local units of a church, a convention or association of churches, or an
integrated auxiliary of a church. See Specific Instructions, Line 2a, on page 4;

b Is not a private foundation and normally has gross receipts of not more than $5,000 in each tax year; or

c Is a subordinate organization covered by a group exemption letter, but only if the parent or supervisory organization
timely submitted a notice covering the subordinate.

If the organization does not meet any of the exceptions on line 2 above, are you filing Form 1023 within
27 months from the end of the month in which the organization was created or formed?

3
Yes No

If you answer “No” to question 3, has the organization been contacted by the IRS regarding its failure to
file Form 1023 within 27 months from the end of the month in which the organization was created or
formed?

4

If you answer “No” to question 5, your organization’s qualification as a section 501(c)(3) organization can
be recognized only from the date this application is filed with your key District Director. Therefore, do you
want us to consider the application as a request for recognition of exemption as a section 501(c)(3)
organization from the date the application is received and not retroactively to the date the organization
was created or formed?

6

Yes No

If you answer “Yes” to question 6 above and wish to request recognition of section 501(c)(4) status for the period beginning
with the date the organization was formed and ending with the date the Form 1023 application was received (the effective
date of the organization’s section 501(c)(3) status), check here © and attach a completed page 1 of Form 1024 to this
application.

7

Part III

If you answer “Yes,” do not answer questions on lines 2 through 7 below.

If “Yes,” your organization qualifies under section 4.01 of Rev. Proc. 92-85, 1992-2 C.B. 490, for an
automatic 12-month extension of the 15-month filing requirement. Do not answer questions 4 through 7.

If “No,” answer question 4.

If “No,” your organization is requesting an extension of time to apply under the “reasonable action and
good faith” requirements of section 5.01 of Rev. Proc. 92-85. Do not answer questions 5 through 7.

If “Yes,” answer question 5.

Yes No

If you answer “Yes” to question 4, does the organization wish to request relief from the 15-month filing
requirement?

5

If “Yes,” give the reasons for not filing this application prior to being contacted by the IRS. See Specific
Instructions, Line 5, on page 4 before completing this item. Do not answer questions 6 and 7.

If “No,” answer question 6.

Yes No
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Technical Requirements ( Continued)

Is the organization a private foundation?8
(Answer question 9.)Yes
(Answer question 10 and proceed as instructed.)No

If you answer “Yes” to question 8, does the organization claim to be a private operating foundation?9
(Complete Schedule E.)Yes

No

After answering question 9 on this line, go to line 15 on page 7.

If you answer “No” to question 8, indicate the public charity classification the organization is requesting by checking the
box below that most appropriately applies:

10

THE ORGANIZATION IS NOT A PRIVATE FOUNDATION BECAUSE IT QUALIFIES:

Sections 509(a)(1)
and 170(b)(1)(A)(i)

As a church or a convention or association of churches
(CHURCHES MUST COMPLETE SCHEDULE A.)

a

Sections 509(a)(1)
and 170(b)(1)(A)(ii)As a school (MUST COMPLETE SCHEDULE B.)b

As a hospital or a cooperative hospital service organization, or a
medical research organization operated in conjunction with a
hospital (MUST COMPLETE SCHEDULE C.)

c
Sections 509(a)(1)
and 170(b)(1)(A)(iii)

Sections 509(a)(1)
and 170(b)(1)(A)(v)As a governmental unit described in section 170(c)(1).d

As being operated solely for the benefit of, or in connection with,
one or more of the organizations described in a through d, g, h, or i
(MUST COMPLETE SCHEDULE D.)

e

Section 509(a)(3)

As being organized and operated exclusively for testing for public
safety.

f
Section 509(a)(4)

Sections 509(a)(1)
and 170(b)(1)(A)(iv)

As being operated for the benefit of a college or university that is
owned or operated by a governmental unit.

g

As receiving a substantial part of its support in the form of
contributions from publicly supported organizations, from a
governmental unit, or from the general public.

h
Sections 509(a)(1)
and 170(b)(1)(A)(vi)

As normally receiving not more than one-third of its support from
gross investment income and more than one-third of its support from
contributions, membership fees, and gross receipts from activities
related to its exempt functions (subject to certain exceptions).

i

Section 509(a)(2)

Sections 509(a)(1)
and 170(b)(1)(A)(vi)
or Section 509(a)(2)

The organization is a publicly supported organization but is not sure
whether it meets the public support test of block h or block i. The
organization would like the IRS to decide the proper classification.

j

If you checked one of the boxes a through f in question 10, go to question
15. If you checked box g in question 10, go to questions 12 and 13. 

If you checked box h, i, or j, in question 10, go to question 11.

Part III
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Technical Requirements ( Continued)

11 If you checked box h, i, or j in question 10, has the organization completed a tax year of at least 8 months?
Yes—Indicate whether you are requesting:

A definitive ruling (Answer questions 12 through 15.)
An advance ruling (Answer questions 12 and 15 and attach two Forms 872-C completed and signed.)

No—You must request an advance ruling by completing and signing two Forms 872-C and attaching them to the
application.

If the organization received any unusual grants during any of the tax years shown in Part IV-A, attach a list for each year
showing the name of the contributor; the date and the amount of the grant; and a brief description of the nature of the grant.

12

If you are requesting a definitive ruling under section 170(b)(1)(A)(iv) or (vi), check here © and:13

Enter 2% of line 8, column (e), Total, of Part IV-A.a
Attach a list showing the name and amount contributed by each person (other than a governmental unit or “publicly
supported” organization) whose total gifts, grants, contributions, etc., were more than the amount entered on line 13a
above.

b

If you are requesting a definitive ruling under section 509(a)(2), check here © and:14
For each of the years included on lines 1, 2, and 9 of Part IV-A, attach a list showing the name of and amount received
from each “disqualified person.” (For a definition of “disqualified person,” see Specific Instructions, Part II, Line 4d, on
page 3.)

a

For each of the years included on line 9 of Part IV-A, attach a list showing the name of and amount received from each
payer (other than a “disqualified person”) whose payments to the organization were more than $5,000. For this purpose,
“payer” includes, but is not limited to, any organization described in sections 170(b)(1)(A)(i) through (vi) and any
governmental agency or bureau.

b

15 Indicate if your organization is one of the following. If so, complete the required schedule. (Submit
only those schedules that apply to your organization. Do not submit blank schedules.)

If “Yes,”
complete
Schedule:

NoYes

AIs the organization a church?

BIs the organization, or any part of it, a school?

CIs the organization, or any part of it, a hospital or medical research organization?

DIs the organization a section 509(a)(3) supporting organization?

EIs the organization a private operating foundation?

FIs the organization, or any part of it, a home for the aged or handicapped?

GIs the organization, or any part of it, a child care organization?

HDoes the organization provide or administer any scholarship benefits, student aid, etc.?

IHas the organization taken over, or will it take over, the facilities of a “for profit” institution?

Part III
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Financial Data

Complete the financial statements for the current year and for each of the 3 years immediately before it. If in existence less
than 4 years, complete the statements for each year in existence. If in existence less than 1 year, also provide proposed
budgets for the 2 years following the current year.

A. Statement of Revenue and Expenses
Current
tax year 3 prior tax years or proposed budget for 2 years

(b) 19 (c) 19 (d) 19Gifts, grants, and contributions
received (not including unusual
grants—see pages 5 and 6 of
the instructions)

1
(e) TOTAL

Membership fees received2
Gross investment income (see
instructions for definition)

3

Net income from organization’s
unrelated business activities not
included on line 3

4

Tax revenues levied for and
either paid to or spent on behalf
of the organization

5

Value of services or facilities
furnished by a governmental unit
to the organization without charge
(not including the value of services
or facilities generally furnished the
public without charge)

6

R
ev

en
ue

Other income (not including gain
or loss from sale of capital
assets) (attach schedule)

7

Total (add lines 1 through 7)8

Gross receipts from admissions,
sales of merchandise or services,
or furnishing of facilities in any
activity that is not an unrelated
business within the meaning of
section 513. Include related cost
of sales on line 22.

9

Total (add lines 8 and 9)10
Gain or loss from sale of capital
assets (attach schedule)

11

Unusual grants12
Total revenue (add lines 10
through 12)

13

Fundraising expenses14

Contributions, gifts, grants, and
similar amounts paid (attach
schedule)

15

Disbursements to or for benefit
of members (attach schedule)

16

Compensation of officers,
directors, and trustees (attach
schedule)

17

Other salaries and wages18
Interest19E

xp
en

se
s

Occupancy (rent, utilities, etc.)20
Depreciation and depletion21
Other (attach schedule)22
Total expenses (add lines 14
through 22)

23

Excess of revenue over
expenses (line 13 minus line 23)

24

(a) From
to

Part IV
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Financial Data ( Continued)

B. Balance Sheet (at the end of the period shown)
Current tax year

Assets

11 Cash

22 Accounts receivable, net

33 Inventories

44 Bonds and notes receivable (attach schedule)

55 Corporate stocks (attach schedule)

66 Mortgage loans (attach schedule)

77 Other investments (attach schedule)

88 Depreciable and depletable assets (attach schedule)

99 Land

1010 Other assets (attach schedule)

1111 Total assets (add lines 1 through 10)

Liabilities

1212 Accounts payable

1313 Contributions, gifts, grants, etc., payable

1414 Mortgages and notes payable (attach schedule)

1515 Other liabilities (attach schedule)

1616 Total liabilities (add lines 12 through 15)

Fund Balances or Net Assets

1717 Total fund balances or net assets

18 Total liabilities and fund balances or net assets (add line 16 and line 17) 18
If there has been any substantial change in any aspect of the organization’s financial activities since the end of the period
shown above, check the box and attach a detailed explanation ©

Part IV

Date



OMB No. 1545-0056
Consent Fixing Period of Limitation Upon

Assessment of Tax Under Section 4940 of the
Internal Revenue Code

Form 872-C
To be used with

Form 1023. Submit
in duplicate.

(Rev. April 1996)

Department of the Treasury
Internal Revenue Service (See instructions on reverse side.)

Under section 6501(c)(4) of the Internal Revenue Code, and as part of a request filed with Form 1023 that the
organization named below be treated as a publicly supported organization under section 170(b)(1)(A)(vi) or section
509(a)(2) during an advance ruling period,

District Director of
Internal Revenue, or

Assistant
Commissioner

(Employee Plans and
Exempt Organizations)

(Exact legal name of organization as shown in organizing document)

and the

(Number, street, city or town, state, and ZIP code)

Consent and agree that the period for assessing tax (imposed under section 4940 of the Code) for any of the 5
tax years in the advance ruling period will extend 8 years, 4 months, and 15 days beyond the end of the first tax
year.
However, if a notice of deficiency in tax for any of these years is sent to the organization before the period
expires, the time for making an assessment will be further extended by the number of days the assessment is
prohibited, plus 60 days.

Ending date of first tax year
(Month, day, and year)

Name of organization (as shown in organizing document) Date

Officer or trustee having authority to sign

Signature ©

For IRS use only

District Director or Assistant Commissioner (Employee Plans and Exempt Organizations) Date

By ©

For Paperwork Reduction Act Notice, see page 1 of the Form 1023 Instructions.

%

Cat. No. 16905Q

Title ©
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You must complete this form and attach it to the Form 1023 if
you checked box h, i, or j of Part III, question 10, and the
organization has not completed a tax year of at least 8 months.

If the organization incorporated May 15 and
its year ends December 31, it has completed
a tax year of only 71⁄2 months. Therefore,
Form 872-C must be submitted.

For example:

Enter the name of the organization. This must be entered
exactly as it appears in the organizing document. Do not use
abbreviations unless the organizing document does.

(a)

Enter the current address.(b)

Enter the ending date of the first tax year.(c)

For example:
If the organization was formed on June 15 and it has
chosen December 31 as its year end, enter December 31,
19 .

(1)

If the organization was formed June 15 and it has chosen
June 30 as its year end, enter June 30, 19 . In this
example, the organization’s first tax year consists of only
15 days.

(2)

The form must be signed by an authorized officer or trustee,
generally the president or treasurer.

(d)

Enter the date that the form was signed.(e)

DO NOT MAKE ANY OTHER ENTRIES.
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Schedule A. Churches

Provide a brief history of the development of the organization, including the reasons
for its formation.

1

2 Does the organization have a written creed or statement of faith? Yes No

If “Yes,” attach a copy.

3 Does the organization require prospective members to renounce other
religious beliefs or their membership in other churches or religious orders
to become members? NoYes

4 Does the organization have a formal code of doctrine and discipline for
its members? Yes No

If “Yes,” describe.

Describe the form of worship and attach a schedule of worship services.5

Are the services open to the public?6 NoYes

If “Yes,” describe how the organization publicizes its services and explain the criteria for
admittance.

Explain how the organization attracts new members.7

How many active members are currently enrolled in the church?(a)8

What is the average attendance at the worship services?(b)

In addition to worship services, what other religious services (such as baptisms, weddings,
funerals, etc.) does the organization conduct?

9
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Schedule A. Churches ( Continued)

Does the organization have a school for the religious instruction of the
young? Yes No

10

Were the current deacons, minister, and/or pastor formally ordained after
a prescribed course of study?

11
NoYes

12 Describe the organization’s religious hierarchy or ecclesiastical government.

Does the organization have an established place of worship?13 Yes No

If “Yes,” provide the name and address of the owner or lessor of the property
and the address and a description of the facility.

If the organization has no regular place of worship, state where the services
are held and how the site is selected.

Does (or will) the organization license or otherwise ordain ministers (or their
equivalent) or issue church charters?

14
NoYes

If “Yes,” describe in detail the requirements and qualifications needed to
be so licensed, ordained, or chartered.

Did the organization pay a fee for a church charter?15 Yes No

If “Yes,” state the name and address of the organization to which the fee
was paid, attach a copy of the charter, and describe the circumstances
surrounding the chartering.

Show how many hours a week the minister/pastor and officers each devote
to church work and the amount of compensation paid to each of them. If
the minister or pastor is otherwise employed, indicate by whom employed,
the nature of the employment, and the hours devoted to that employment.

16
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Schedule A. Churches ( Continued)

Will any funds or property of the organization be used by any officer, director,
employee, minister, or pastor for his or her personal needs or convenience?

17

NoYes

If “Yes,” describe the nature and circumstances of such use.

List any officers, directors, or trustees related by blood or marriage.18

Give the name of anyone who has assigned income to the organization or
made substantial contributions of money or other property. Specify the
amounts involved.

19

Instructions

2. That the practices and rituals associated with the
organization’s religious beliefs or creed are not illegal
or contrary to clearly defined public policy.

Although a church, its integrated auxiliaries, or a
convention or association of churches is not required
to file Form 1023 to be exempt from Federal income
tax or to receive tax-deductible contributions, such an
organization may find it advantageous to obtain
recognition of exemption. In this event, you should
submit information showing that your organization is a
church, synagogue, association or convention of
churches, religious order or religious organization that
is an integral part of a church, and that it is carrying
out the functions of a church.

In order for the IRS to properly evaluate your
organization’s activities and religious purposes, it is
important that all questions in Schedule A be
answered accurately.

The information submitted with Schedule A will be a
determining factor in granting the “church” status
requested by your organization. In completing the
schedule, consider the following points:

In determining whether an admittedly religious
organization is also a church, the IRS does not accept
any and every assertion that such an organization is a
church. Because beliefs and practices vary so widely,
there is no single definition of the word “church” for
tax purposes. The IRS considers the facts and
circumstances of each organization applying for church
status.

1. The organization’s activities in furtherance of its
beliefs must be exclusively religious, and

2. An organization will not qualify for exemption if it
has a substantial nonexempt purpose of serving the
private interests of its founder or the founder’s family.

The IRS maintains two basic guidelines in
determining that an organization meets the religious
purposes test:

1. That the particular religious beliefs of the
organization are truly and sincerely held, and
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Schedule B. Schools, Colleges, and Universities
Does, or will, the organization normally have: (a) a regularly scheduled curriculum, (b) a regular faculty
of qualified teachers, (c) a regularly enrolled student body, and (d) facilities where its educational activities
are regularly carried on?

1

NoYes
If “No,” do not complete the rest of Schedule B.

Is the organization an instrumentality of a state or political subdivision of a state?2
If “Yes,” document this in Part II and do not complete items 3 through 10 of Schedule B. (See instructions
on the back of Schedule B.)

Does or will the organization (or any department or division within it) discriminate in any way on the basis
of race with respect to:

3

Admissions?a
Use of facilities or exercise of student privileges?b
Faculty or administrative staff?c
Scholarship or loan programs?d
If “Yes” for any of the above, explain.

Does the organization include a statement in its charter, bylaws, or other governing instrument, or in a
resolution of its governing body, that it has a racially nondiscriminatory policy as to students?

4

Attach whatever corporate resolutions or other official statements the organization has made on this
subject.

Has the organization made its racially nondiscriminatory policies known in a manner that brings the
policies to the attention of all segments of the general community that it serves?

5a

If “Yes,” describe how these policies have been publicized and how often relevant notices or
announcements have been made. If no newspaper or broadcast media notices have been used, explain.

If applicable, attach clippings of any relevant newspaper notices or advertising, or copies of tapes or
scripts used for media broadcasts. Also attach copies of brochures and catalogues dealing with student
admissions, programs, and scholarships, as well as representative copies of all written advertising used
as a means of informing prospective students of the organization’s programs.

b

Attach a numerical schedule showing the racial composition, as of the current academic year, and projected to the extent
feasible for the next academic year, of: (a) the student body, and (b) the faculty and administrative staff.

6

Attach a list showing the amount of any scholarship and loan funds awarded to students enrolled and the racial composition
of the students who have received the awards.

7

Attach a list of the organization’s incorporators, founders, board members, and donors of land or buildings, whether individuals
or organizations.

8a

State whether any of the organizations listed in 8a have as an objective the maintenance of segregated public or private
school education, and, if so, whether any of the individuals listed in 8a are officers or active members of such organizations.

b

Enter the public school district and county in which the organization is located.9a

Was the organization formed or substantially expanded at the time of public school desegregation in the
above district or county?

b

Has the organization ever been determined by a state or Federal administrative agency or judicial body
to be racially discriminatory?

10

If “Yes,” attach a detailed explanation identifying the parties to the suit, the forum in which the case was
heard, the cause of action, the holding in the case, and the citations (if any) for the case. Also describe
in detail what changes in the organization’s operation, if any, have occurred since then.

For more information, see back of Schedule B.

NoYes

NoYes
NoYes
NoYes
NoYes

NoYes

NoYes

NoYes

NoYes
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Instructions
A “school” is an organization that has the primary
function of presenting formal instruction, normally
maintains a regular faculty and curriculum, normally
has a regularly enrolled student body, and has a place
where its educational activities are carried on. The
term generally corresponds to the definition of an
“educational organization” in section 170(b)(1)(A)(ii).
Thus, the term includes primary, secondary,
preparatory and high schools, and colleges and
universities. The term does not include organizations
engaged in both educational and noneducational
activities unless the latter are merely incidental to the
educational activities. A school for handicapped
children is included within the term, but an
organization merely providing handicapped children
with custodial care is not.

other school-administered programs. The IRS
considers discrimination on the basis of race to include
discrimination on the basis of color and national or
ethnic origin. A policy of a school that favors racial
minority groups in admissions, facilities, programs, and
financial assistance will not constitute discrimination on
the basis of race when the purpose and effect is to
promote the establishment and maintenance of that
school’s racially nondiscriminatory policy as to
students. See Rev. Proc. 75-50, 1975-2 C.B. 587, for
guidelines and recordkeeping requirements for
determining whether private schools that are applying
for recognition of exemption have racially
nondiscriminatory policies as to students.

Line 2
For purposes of Schedule B, “Sunday schools” that

are conducted by a church are not included in the
term “schools,” but separately organized schools (such
as parochial schools, universities, and similar
institutions) are included in the term.

A private school that otherwise meets the
requirements of section 501(c)(3) as an educational
institution will not qualify for exemption under section
501(a) unless it has a racially nondiscriminatory policy
as to students. This policy means that the school
admits students of any race to all the rights, privileges,
programs, and activities generally accorded or made
available to students at that school and that the school
does not discriminate on the basis of race in the
administration of its educational policies, admissions
policies, scholarship and loan programs, and athletic or

Schools that incorrectly answer “Yes” to line 2 will
be contacted to furnish the information called for by
lines 3 through 10 in order to establish that they meet
the requirements for exemption. To prevent delay in the
processing of your application, be sure to answer line
2 correctly and complete lines 3 through 10, if
applicable.

An instrumentality of a state or political subdivision of
a state may qualify under section 501(c)(3) if it is
organized as a separate entity from the governmental
unit that created it and if it otherwise meets the
organizational and operational tests of section
501(c)(3). (See Rev. Rul. 60-384, 1960-2 C.B. 172.) Any
such organization that is a school is not a private
school and, therefore, is not subject to the provisions
of Rev. Proc. 75-50.
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Schedule C. Hospitals and Medical Research Organizations
Check here if claiming to be a hospital; complete the questions in Section I of this schedule; and write “N/A” in Section II.
Check here if claiming to be a medical research organization operated in conjunction with a hospital; complete the
questions in Section II of this schedule; and write “N/A” in Section I.

Hospitals
How many doctors are on the hospital’s courtesy staff?1a

NoYesAre all the doctors in the community eligible for staff privileges?b
If “No,” give the reasons why and explain how the courtesy staff is selected.

Does the hospital maintain a full-time emergency room?2a
What is the hospital’s policy on administering emergency services to persons without apparent means
to pay?

b

Does the hospital have any arrangements with police, fire, and voluntary ambulance services for the
delivery or admission of emergency cases?

c

Explain.

Does or will the hospital require a deposit from persons covered by Medicare or Medicaid in its admission
practices?

3a

If “Yes,” explain.

Does the same deposit requirement, if any, apply to all other patients?b
If “No,” explain.

Does or will the hospital provide for a portion of its services and facilities to be used for charity patients?4
Explain the policy regarding charity cases. Include data on the hospital’s past experience in admitting
charity patients and arrangements it may have with municipal or government agencies for absorbing the
cost of such care.

Does or will the hospital carry on a formal program of medical training and research?5
If “Yes,” describe.

Does the hospital provide office space to physicians carrying on a medical practice?6
If “Yes,” attach a list setting forth the name of each physician, the amount of space provided, the annual
rent, the expiration date of the current lease and whether the terms of the lease represent fair market value.

Medical Research Organizations
1 Name the hospitals with which the organization has a relationship and describe the relationship.

Attach a schedule describing the organization’s present and proposed (indicate which) medical research activities; show
the nature of the activities, and the amount of money that has been or will be spent in carrying them out. (Making grants to
other organizations is not direct conduct of medical research.)

2

Attach a statement of assets showing their fair market value and the portion of the assets directly devoted to medical
research.

3

For more information, see back of Schedule C.

NoYes

NoYes

NoYes

NoYes

NoYes

NoYes

NoYes

Section I

Section II
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Additional Information

Cooperative Hospital Service OrganizationsHospitals

Medical Research Organizations

To be entitled to status as a “hospital,” an organization
must have, as its principal purpose or function, the
providing of medical or hospital care or medical
education or research. “Medical care” includes the
treatment of any physical or mental disability or
condition, the cost of which may be taken as a
deduction under section 213, whether the treatment is
performed on an inpatient or outpatient basis. Thus, a
rehabilitation institution, outpatient clinic, or community
mental health or drug treatment center may be a
hospital if its principal function is providing the
above-described services.

On the other hand, a convalescent home or a home
for children or the aged is not a hospital. Similarly, an
institution whose principal purpose or function is to
train handicapped individuals to pursue some vocation
is not a hospital. Moreover, a medical education or
medical research institution is not a hospital, unless it
is also actively engaged in providing medical or
hospital care to patients on its premises or in its
facilities on an inpatient or outpatient basis.

Cooperative hospital service organizations (section
501(e)) should not complete Schedule C.

To qualify as a medical research organization, the
principal function of the organization must be the
direct, continuous, and active conduct of medical
research in conjunction with a hospital that is
described in section 501(c)(3), a Federal hospital, or an
instrumentality of a governmental unit referred to in
section 170(c)(1). For purposes of section
170(b)(1)(A)(iii) only, the organization must be set up to
use the funds it receives in the active conduct of
medical research by January 1 of the fifth calendar
year after receipt. The arrangement it has with donors
to assure use of the funds within the 5-year period
must be legally enforceable. As used here, “medical
research” means investigations, experiments, and
studies to discover, develop, or verify knowledge
relating to the causes, diagnosis, treatment,
prevention, or control of human physical or mental
diseases and impairments. For further information, see
Regulations section 1.170A-9(c)(2).



Page 19Form 1023 (Rev. 4-96)

Schedule D. Section 509(a)(3) Supporting Organizations
Has the supported organization received a ruling
or determination letter that it is not a private
foundation by reason of section 509(a)(1) or (2)?

b
Organizations supported by the applicant organization:1a

Name and address of supported organization

NoYes

If “No” for any of the organizations listed in 1a, explain.c

Does the supported organization have tax-exempt status under section 501(c)(4), 501(c)(5), or 501(c)(6)?2

Does your organization’s governing document indicate that the majority of its governing board is elected
or appointed by the supported organizations?

3

If “Yes,” skip to line 9.
If “No,” you must answer the questions on lines 4 through 9.

Does your organization’s governing document indicate the common supervision or control that it and the
supported organizations share?

4

If “Yes,” give the article and paragraph numbers. If “No,” explain.

To what extent do the supported organizations have a significant voice in your organization’s investment policies, in the making
and timing of grants, and in otherwise directing the use of your organization’s income or assets?

5

Does the mentioning of the supported organizations in your organization’s governing instrument make it
a trust that the supported organizations can enforce under state law and compel to make an accounting?

6

If “Yes,” explain.

What percentage of your organization’s income does it pay to each supported organization?7a

What is the total annual income of each supported organization?b

c How much does your organization contribute annually to each supported organization?

For more information, see back of Schedule D.

NoYes

NoYes

NoYes

NoYes

NoYes

NoYes

NoYes

NoYes

If “Yes,” attach: (a) a copy of its ruling or determination letter, and (b) an analysis of its revenue for the
current year and the preceding 3 years. (Provide the financial data using the formats in Part IV-A (lines
1–13) and Part III (lines 12, 13, and 14).)
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Schedule D. Section 509(a)(3) Supporting Organizations ( Continued)
To what extent does your organization conduct activities that would otherwise be carried on by the supported organizations?
Explain why these activities would otherwise be carried on by the supported organizations.

8

Is the applicant organization controlled directly or indirectly by one or more “disqualified persons” (other
than one who is a disqualified person solely because he or she is a manager) or by an organization that
is not described in section 509(a)(1) or (2)?

9

NoYes
If “Yes,” explain.

Instructions
For an explanation of the types of organizations
defined in section 509(a)(3) as being excluded from the
definition of a private foundation, see Pub. 557,
Chapter 3.

Line 3

Line 1 Line 9
List each organization that is supported by your
organization and indicate in item 1b if the supported
organization has received a letter recognizing exempt
status as a section 501(c)(3) public charity as defined
in section 509(a)(1) or 509(a)(2). If you answer “No” in
1b to any of the listed organizations, please explain in
1c.

Your organization’s governing document may be
articles of incorporation, articles of association,
constitution, trust indenture, or trust agreement.

For a definition of a “disqualified person,” see Specific
Instructions, Part II, Line 4d, on page 3 of the
application’s instructions.
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Schedule E. Private Operating Foundations
Most recentIncome Test tax year

1aAdjusted net income, as defined in Regulations section 53.4942(a)-2(d)1a
1bMinimum investment return, as defined in Regulations section 53.4942(a)-2(c)b

Qualifying distributions:2
Amounts (including administrative expenses) paid directly for the active conduct of the activities for
which organized and operated under section 501(c)(3) (attach schedule)

a
2a

Amounts paid to acquire assets to be used (or held for use) directly in carrying out purposes described
in section 170(c)(1) or 170(c)(2)(B) (attach schedule)

b
2b

Amounts set aside for specific projects that are for purposes described in section 170(c)(1) or
170(c)(2)(B) (attach schedule)

c
2c
2dTotal qualifying distributions (add lines 2a, b, and c)d

Percentages:3
%3aPercentage of qualifying distributions to adjusted net income (divide line 2d by line 1a)a

3b %Percentage of qualifying distributions to minimum investment return (divide line 2d by line 1b)b
(Percentage must be at least 85% for 3a or 3b)

Assets Test
Value of organization’s assets used in activities that directly carry out the exempt purposes. Do not
include assets held merely for investment or production of income (attach schedule)

4
4

Value of any stock of a corporation that is controlled by applicant organization and carries out its
exempt purposes (attach statement describing corporation)

5
5
6Value of all qualifying assets (add lines 4 and 5)6
7Value of applicant organization’s total assets7

Percentage of qualifying assets to total assets (divide line 6 by line 7—percentage must exceed 65%)8 %8

Endowment Test
Value of assets not used (or held for use) directly in carrying out exempt purposes:9

9aMonthly average of investment securities at fair market valuea
9bMonthly average of cash balancesb
9cFair market value of all other investment property (attach schedule)c
9dTotal (add lines 9a, b, and c)d
10Acquisition indebtedness related to line 9 items (attach schedule)10
11Balance (subtract line 10 from line 9d)11

Multiply line 11 by 31⁄3% (2⁄3 of the percentage for the minimum investment return computation under
section 4942(e)). Line 2d above must equal or exceed the result of this computation

12
12

Support Test
1313 Applicant organization’s support as defined in section 509(d)
1414 Gross investment income as defined in section 509(e)
1515 Support for purposes of section 4942(j)(3)(B)(iii) (subtract line 14 from line 13)

16 Support received from the general public, five or more exempt organizations, or a combination of
these sources (attach schedule) 16

17 For persons (other than exempt organizations) contributing more than 1% of line 15, enter the total
amounts that are more than 1% of line 15 17

1818 Subtract line 17 from line 16
%1919 Percentage of total support (divide line 18 by line 15—must be at least 85%)

20
NoYes

Does line 16 include support from an exempt organization that is more than 25% of the amount of
line 15?

21 Newly created organizations with less than 1 year’s experience: Attach a statement explaining how the organization is planning
to satisfy the requirements of section 4942(j)(3) for the income test and one of the supplemental tests during its first year’s
operation. Include a description of plans and arrangements, press clippings, public announcements, solicitations for funds,
etc.

22 NoYesDoes the amount entered on line 2a above include any grants that the applicant organization made?
If “Yes,” attach a statement explaining how those grants satisfy the criteria for “significant involvement”
grants described in section 53.4942(b)-1(b)(2) of the regulations.

For more information, see back of Schedule E.
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Instructions
If the organization claims to be an operating foundation
described in section 4942(j)(3) and—

3. The gross amount received from the sale or
disposition of certain property should be included in
gross income to the extent that the acquisition of the
property constituted a qualifying distribution under
section 4942(g)(1)(B).

a. Bases its claim to private operating foundation
status on normal and regular operations over a period
of years; or

4. Repayments of prior qualifying distributions (as
defined in section 4942(g)(1)(A)) constitute items of
gross income.

b. Is newly created, set up as a private operating
foundation, and has at least 1 year’s experience;

provide the information under the income test and
under one of the three supplemental tests (assets,
endowment, or support). If the organization does not
have at least 1 year’s experience, provide the
information called for on line 21. If the organization’s
private operating foundation status depends on its
normal and regular operations as described in a above,
attach a schedule similar to Schedule E showing the
data in tabular form for the 3 years preceding the most
recent tax year. (See Regulations section 53.4942(b)-1
for additional information before completing the
“Income Test” section of this schedule.) Organizations
claiming section 4942(j)(5) status must satisfy the
income test and the endowment test.

5. Any amount set aside under section 4942(g)(2)
that is “not necessary for the purposes for which it
was set aside” constitutes an item of gross income.

Deduction Modifications

1. Expenses for the general operation of the
organization according to its charitable purposes (as
contrasted with expenses for the production or
collection of income and management, conservation,
or maintenance of income-producing property) should
not be taken as deductions. If only a portion of the
property is used for production of income subject to
section 4942 and the remainder is used for general
charitable purposes, the expenses connected with that
property should be divided according to those
purposes. Only expenses related to the income-
producing portion should be taken as deductions.

A “private operating foundation” described in section
4942(j)(3) is a private foundation that spends
substantially all of the smaller of its adjusted net
income (as defined below) or its minimum investment
return directly for the active conduct of the activities
constituting the purpose or function for which it is
organized and operated. The foundation must satisfy
the income test under section 4942(j)(3)(A), as modified
by Regulations section 53.4942(b)-1, and one of the
following three supplemental tests: (1) the assets test
under section 4942(j)(3)(B)(i); (2) the endowment test
under section 4942(j)(3)(B)(ii); or (3) the support test
under section 4942(j)(3)(B)(iii). 

2. Charitable contributions, deductible under section
170 or 642(c), should not be taken into account as
deductions for adjusted net income.

3. The net operating loss deduction prescribed under
section 172 should not be taken into account as a
deduction for adjusted net income.

4. The special deductions for corporations (such as
the dividends-received deduction) allowed under
sections 241 through 249 should not be taken into
account as deductions for adjusted net income.

5. Depreciation and depletion should be determined
in the same manner as under section 4940(c)(3)(B).

“Adjusted net income” is the excess of gross income
determined with the income modifications described
below for the tax year over the sum of deductions
determined with the deduction modifications described
below. Items of gross income from any unrelated trade
or business and the deductions directly connected
with the unrelated trade or business are taken into
account in computing the organization’s adjusted net
income.

Section 265 (relating to the expenses and interest
connected with tax-exempt income) should not be
taken into account.

You may find it easier to figure adjusted net income
by completing column (c), Part 1, Form 990-PF,
according to the instructions for that form.

Income Modifications

1. Section 103 (relating to interest on certain
governmental obligations) does not apply. Thus,
interest that otherwise would have been excluded
should be included in gross income.

An organization that has been held to be a private
operating foundation will continue to be such an
organization only if it meets the income test and either
the assets, endowment, or support test in later years.
See Regulations section 53.4942(b) for additional
information. No additional request for ruling will be
necessary or appropriate for an organization to
maintain its status as a private operating foundation.
However, data related to the above tests must be
submitted with the organization’s annual information
return, Form 990-PF.

2. Except as provided in 3 below, capital gains and
losses are taken into account only to the extent of the
net short-term gain. Long-term gains and losses are
disregarded.

Certain long-term care facilities described in section
4942(j)(5) are treated as private operating foundations
for purposes of section 4942 only.

The following are income modifications (adjustments to
gross income):

The following are deduction modifications (adjustments
to deductions):
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Schedule F. Homes for the Aged or Handicapped
What are the requirements for admission to residency? Explain fully and attach promotional literature and application forms.1

NoYesDoes or will the home charge an entrance or founder’s fee?2
If “Yes,” explain and specify the amount charged.

What periodic fees or maintenance charges are or will be required of its residents?3

What established policy does the home have concerning residents who become unable to pay their regular charges?4a

What arrangements does the home have or will it make with local and Federal welfare units, sponsoring organizations, or
others to absorb all or part of the cost of maintaining those residents?

b

What arrangements does or will the home have to provide for the health needs of its residents?5

In what way are the home’s residential facilities designed to meet some combination of the physical, emotional, recreational,
social, religious, and similar needs of the aged or handicapped?

6

Provide a description of the home’s facilities and specify both the residential capacity of the home and the current number
of residents.

7

Attach a sample copy of the contract or agreement the organization makes with or requires of its residents.8

For more information, see back of Schedule F.
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Instructions

Provide the criteria for admission to the home
and submit brochures, pamphlets, or other
printed material used to inform the public
about the home’s admissions policy.

Indicate whether the fee charged is an
entrance fee or a monthly charge, etc. Also, if
the fee is an entrance fee, is it payable in a
lump sum or on an installment basis?

Indicate the organization’s policy regarding
residents who are unable to pay. Also,
indicate whether the organization is
subsidized for all or part of the cost of
maintaining those residents who are unable to
pay.

Indicate whether the organization provides
health care to the residents, either directly or
indirectly, through some continuing
arrangement with other organizations,
facilities, or health personnel. If no health
care is provided, indicate “N/A.”

Line 1

Line 2

Line 4

Line 5
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Schedule G. Child Care Organizations

Is the organization’s primary activity the providing of care for children away
from their homes?

1

NoYes

How many children is the organization authorized to care for by the state (or local governmental
unit), and what was the average attendance during the past 6 months, or the number of months
the organization has been in existence if less than 6 months?

2

How many children are currently cared for by the organization?3

Is substantially all (at least 85%) of the care provided for the purpose of
enabling parents to be gainfully employed or to seek employment?

4

Are the services provided available to the general public?5
If “No,” explain.

Indicate the category, or categories, of parents whose children are eligible for the child care
services (check as many as apply):

6

low-income parents

any working parents (or parents looking for work)

anyone with the ability to pay

other (explain)

Instructions

If your organization’s services are not available
to the general public, indicate the particular
group or groups that may utilize the services.

Line 5 REMINDER—If this organization claims to
operate a school, then it must also fill out
Schedule B.

NoYes

NoYes
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Schedule H. Organizations Providing Scholarship Benefits, Student Aid, etc., to Individuals

Describe the nature and the amount of the scholarship benefit, student aid, etc., including the terms and conditions governing
its use, whether a gift or a loan, and how the availability of the scholarship is publicized. If the organization has established
or will establish several categories of scholarship benefits, identify each kind of benefit and explain how the organization
determines the recipients for each category. Attach a sample copy of any application the organization requires individuals to
complete to be considered for scholarship grants, loans, or similar benefits. (Private foundations that make grants for travel,
study, or other similar purposes are required to obtain advance approval of scholarship procedures. See Regulations sections
53.4945-4(c) and (d).)

1a

b If you want this application considered as a request for approval of grant procedures in the event we determine that the
organization is a private foundation, check here ©

If you checked the box in 1b above, check the boxes for which you wish the organization to be considered.c

4945(g)(3)4945(g)(2)4945(g)(1)

2 What limitations or restrictions are there on the class of individuals who are eligible recipients? Specifically explain whether
there are, or will be, any restrictions or limitations in the selection procedures based upon race or the employment status of
the prospective recipient or any relative of the prospective recipient. Also indicate the approximate number of eligible individuals.

Indicate the number of grants the organization anticipates making annually ©3

4 If the organization bases its selections in any way on the employment status of the applicant or any relative of the applicant,
indicate whether there is or has been any direct or indirect relationship between the members of the selection committee and
the employer. Also indicate whether relatives of the members of the selection committee are possible recipients or have been
recipients.

Describe any procedures the organization has for supervising grants (such as obtaining reports or transcripts) that it awards
and any procedures it has for taking action if the terms of the grant are violated.

5

For more information, see back of Schedule H.
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Additional Information

Private foundations that make grants to
individuals for travel, study, or other similar
purposes are required to obtain advance
approval of their grant procedures from the
IRS. Such grants that are awarded under
selection procedures that have not been
approved by the IRS are subject to a 10%
excise tax under section 4945. (See
Regulations sections 53.4945-4(c) and (d).)

If you are requesting advance approval of
the organization’s grant procedures, the
following sections apply to line 1c:

4945(g)(1)— The grant constitutes a
scholarship or fellowship grant that
meets the provisions of section
117(a) prior to its amendment by
the Tax Reform Act of 1986 and is
to be used for study at an
educational organization (school)
described in section 170(b)(1)(A)(ii).

4945(g)(2)— The grant constitutes a prize or
award that is subject to the
provisions of section 74(b), if the
recipient of such a prize or award
is selected from the general public.

4945(g)(3)— The purpose of the grant is to
achieve a specific objective,
produce a report or other similar
product, or improve or enhance a
literary, artistic, musical, scientific,
teaching, or other similar capacity,
skill, or talent of the grantee.
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Schedule I. Successors to “For Profit” Institutions
What was the name of the predecessor organization and the nature of its activities?1

Who were the owners or principal stockholders of the predecessor organization? (If more space is needed, attach
schedule.)

2

Share or interestName and address

Describe the business or family relationship between the owners or principal stockholders and principal employees of the
predecessor organization and the officers, directors, and principal employees of the applicant organization.

3

Attach a copy of the agreement of sale or other contract that sets forth the terms and conditions of sale of the predecessor
organization or of its assets to the applicant organization.

4a

Attach an appraisal by an independent qualified expert showing the fair market value at the time of sale of the facilities or
property interest sold.

b

Has any property or equipment formerly used by the predecessor organization been rented to the applicant
organization or will any such property be rented?

5
NoYes

If “Yes,” explain and attach copies of all leases and contracts.

Is the organization leasing or will it lease or otherwise make available any space or equipment to the
owners, principal stockholders, or principal employees of the predecessor organization?

6

If “Yes,” explain and attach a list of these tenants and a copy of the lease for each such tenant.

Were any new operating policies initiated as a result of the transfer of assets from a profit-making
organization to a nonprofit organization?

7

If “Yes,” explain.

Additional Information
A “for profit” institution for purposes of Schedule I
includes any organization in which a person may have
a proprietary or partnership interest, hold corporate

NoYes

NoYes

stock, or otherwise exercise an ownership interest. The
institution need not have operated for the purpose of
making a profit.



Activity Code Numbers of Exempt Organizations (select up to three codes that best describe or most accurately identify your organization’s purposes,
activities, operations or type of organization and enter in block 6, page 1, of the application. Enter first the code that most accurately identifies the organization.)

Code CodeCodeCode

FFA, FHA, 4-H club, etc.322 Pacifism and peace520Scientific research for government181Religious Activities
Key club323 Economic-political system of U.S.521Scientific research (diseases) (use 161)Church, synagogue, etc.001
YMCA, YWCA, YMHA, etc.324 Anti-communism522Other scientific research activities199Association or convention of churches002
Camp325 Right to work523Religious order003 Business and Professional Organizations 326 Zoning or rezoning524Church auxiliary004

Location of highway or transportation
system

525200 Business promotion (chamber of
commerce, business league, etc.)

Mission005
Prevention of cruelty to children327Missionary activities006
Combat juvenile delinquency328 Rights of criminal defendants526201 Real estate associationEvangelism007
Other youth organization or activities349 Capital punishment527202 Board of tradeReligious publishing activities008

Stricter law enforcement528203 Regulating businessBookstore (use 918) Conservation, Environmental, and
Beautification Activities Ecology or conservation529204 Promotion of fair business practicesGenealogical activities (use 094)

Protection of consumer interests530205 Professional associationOther religious activities029
350 Medical care service531206 Professional association auxiliarySchools, Colleges, and Related Activities Welfare system532207 Industry trade shows

School, college, trade school, etc.030 Combating or preventing pollution
(air, water, etc.)

351 Urban renewal533208 Convention displays
Special school for the blind,
handicapped, etc.

031 Busing students to achieve racial
balance

534Testing products for public safety
(use 905) Land acquisition for preservation352

Nursery school032 Soil or water conservation353 Racial integration535Research, development, and testing209
Day care center (use 574) Preservation of scenic beauty354 Use of intoxicating beverages536Professional athletic league210
Faculty group033 Litigation (see Litigation and Legal

Aid Activities)
Use of drugs or narcotics537Attracting new industry (use 403)

Alumni association or group034 Use of tobacco538Publishing activities (use 120)
Parent or parent-teachers association035 Combat community deterioration

(use 402)
Prohibition of erotica539Insurance or other benefits for

members (see Employee or
Membership Benefit Organizations)

Fraternity or sorority036 Sex education in public schools540
Key club (use 323) Wildlife sanctuary or refuge355 Population control541
Other student society or group037 Garden club356 Birth control methods542Underwriting municipal insurance211School or college athletic association038 Other conservation, environmental,

or beautification activities
379 Legalized abortion543Assigned risk insurance activities212Scholarships for children of employees039 Other matters559Tourist bureau213Scholarships (other)040 Other business or professional group229 Housing Activities Other Activities Directed to IndividualsStudent loans041

Student housing activities042 380 Low-income housingFarming and Related Activities 560 Supplying money, goods, or services
to the poorOther student aid043 381 Low and moderate income housing230 Farming

Student exchange with foreign country044 382 Housing for the aged (see also 153) 561 Gifts or grants to individuals (other
than scholarships)

231 Farm bureau
Student operated business045 Nursing or convalescent home

(use 152)
232 Agricultural group

Financial support of schools, colleges,
etc. (use 602)

Scholarships for children of
employees (use 039)

233 Horticultural group
Student housing (use 042)234 Farmers cooperative marketing or

purchasingAchievement prizes or awards (use 914) Orphanage (use 326) Scholarships (other) (use 040)
Student bookstore (use 918) 398 Instruction and guidance on housing Student loans (use 041)235 Financing crop operations
Student travel (use 299) 399 Other housing activities 562 Other loans to individualsFFA, FHA, 4-H club, etc. (use 322)
Scientific research (see Scientific
Research Activities)

563 Marriage counselingFair (use 065) Inner City or Community Activities
564 Family planning236 Dairy herd improvement association Area development, redevelopment,

or renewal
400Private school046 565 Credit counseling and assistance237 Breeders association

Other school related activities059 566 Job training, counseling, or assistance249 Other farming and related activities
Housing (see Housing Activities) 567 Draft counselingCultural, Historical or Other Educational

Activities Mutual Organizations Homeowners association401 568 Vocational counseling
Other activity aimed at combating
community deterioration

402 569 Referral service (social agencies)250 Mutual ditch, irrigation, telephone,
electric company, or like organization

Museum, zoo, planetarium, etc.060
572 Rehabilitating convicts or ex-convictsLibrary061 Attracting new industry or retaining

industry in an area
403 573 Rehabilitating alcoholics, drug

abusers, compulsive gamblers, etc.
251 Credit unionHistorical site, records, or reenactment062
252 Reserve funds or insurance for

domestic building and loan
association, cooperative bank,
or mutual savings bank

Monument063 Community promotion404 574 Day care centerCommemorative event (centennial,
festival, pageant, etc.)

064 Community recreational facility
(use 297)

575 Services for the aged (see also 153
and 382)Fair065

Community center (use 296) Training of or aid to the handicapped
(see 031 and 160)

253 Mutual insurance companyCommunity theatrical group088
Loans or grants for minority businesses405254 Corporation organized under an

Act of Congress (see also 904)
Singing society or group089

Job training, counseling, or
assistance (use 566)

Cultural performances090 Activities Directed to Other Organizations
Farmers cooperative marketing or
purchasing (use 234)

Art exhibit091
Day care center (use 574) Community Chest, United Way, etc.600Literary activities092
Referral service (social agencies)
(use 569)

Cooperative hospital service
organization (use 157)

Booster club601Cultural exchanges with foreign country093
Gifts, grants, or loans to other
organizations

602Genealogical activities094
Legal aid to indigents (use 462)259 Other mutual organizationAchievement prizes or awards (use 914)
Crime prevention406 Nonfinancial services or facilities to

other organizations
603Gifts or grants to individuals (use 561) Employee or Membership Benefit

Organizations Voluntary firemen’s organization or
auxiliary

407Financial support of cultural
organizations (use 602)

Rescue squad (use 158) Other Purposes and ActivitiesFraternal beneficiary society, order,
or association

260Other cultural or historical activities119
Community service organization408 Cemetery or burial activities900Other Instruction and Training Activities Other inner city or community
benefit activities

429Improvement of conditions of workers261 Perpetual care fund (cemetery,
columbarium, etc.)

901
Association of municipal employees262Publishing activities120
Association of employees263Radio or television broadcasting121 Civil Rights Activities Emergency or disaster aid fund902
Employee or member welfare
association

264Producing films122 Community trust or component903430 Defense of human and civil rightsDiscussion groups, forums, panels,
lectures, etc.

123 Government instrumentality or
agency (see also 254)

904431 Elimination of prejudice and
discrimination (race, religion,
sex, national origin, etc.)

Sick, accident, death, or similar
benefits

265
Study and research (nonscientific)124 Testing products for public safety905

Strike benefits266Giving information or opinion
(see also Advocacy)

125 Consumer interest group906432 Lessen neighborhood tensionsUnemployment benefits267 Veterans activities907449 Other civil rights activitiesPension or retirement benefits268Apprentice training126 Patriotic activities908
Vacation benefits269Travel tours (use 299) Litigation and Legal Aid Activities 4947(a)(1) trust909
Other services or benefits to
members or employees

279Other instruction and training149 Domestic organization with activities
outside U.S.

910Public interest litigation activities460
Health Services and Related Activities Other litigation or support of litigation461

Foreign organization911Sports, Athletic, Recreational, and
Social Activities

Legal aid to indigents462150 Hospital
Title holding corporation912Providing bail463151 Hospital auxiliary
Prevention of cruelty to animals913Country club280152 Nursing or convalescent home
Achievement prizes or awards914Hobby club281153 Care and housing for the aged

(see also 382)

Legislative and Political Activities
Erection or maintenance of public
building or works

915Dinner club282 Propose, support, or oppose legislation480
Variety club283154 Health clinic

Cafeteria, restaurant, snack bar,
food services, etc.

916
Voter information on issues or
candidates

481
Dog club284155 Rural medical facility
Women’s club285156 Blood bank

Thrift shop, retail outlet, etc.917
Voter education (mechanics of
registering, voting, etc.)

482
Garden club (use 356)157 Cooperative hospital service

organization Book, gift, or supply store918Hunting or fishing club286
Advertising919

Support, oppose, or rate political
candidates

483
Swimming or tennis club287158 Rescue and emergency service

Association of employees920Other sports club288159 Nurses register or bureau
Loans or credit reporting921

Provide facilities or services for
political campaign activities

484
Boys Club, Little League, etc. (use 321)Aid to the handicapped (see also 031)160

Endowment fund or financial services922Community center296Scientific research (diseases)161
Indians (tribes, cultures, etc.)923

Other legislative and political activities509
Community recreational facilities
(park, playground, etc.)

297Other medical research162
Traffic or tariff bureau924Health insurance (medical, dental,

optical, etc.)
163

Advocacy
Section 501(c)(1) with 50%
deductibility

925Training in sports298 Attempt to influence public opinion
concerning:Travel tours299Prepared group health plan164

Government instrumentality other
than section 501(c)

926Amateur athletic association300Community health planning165 510 Firearms control
School or college athletic association
(use 038)

Mental health care166
Fundraising927

511 Selective Service System
Group medical practice association167

4947(a)(2) trust928
512 National defense policy

Fundraising athletic or sports event301In-faculty group practice association168 513 Weapons systems
Other sports or athletic activities317Hospital pharmacy, parking facility,

food services, etc.
169 514 Government spending

Other recreational activities318
Withdrawal liability payment fund931

515 Taxes or tax exemption
Other social activities319Other health services179

Section 501(k) child care organization990
516 Separation of church and state

Scientific Research Activities Youth Activities 517 Government aid to parochial schools

180 Contract or sponsored scientific
research for industry

Boy Scouts, Girl Scouts, etc.320
518 U.S. foreign policy

Boys Club, Little League, etc.321
519 U.S. military involvement

Care and housing of children
(orphanage, etc.)

Preservation of natural resources
(conservation)
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Introduction
This publication discusses the rules and pro-
cedures for organizations that seek to obtain
recognition of exemption from federal income
tax under section 501(a) of the Internal Rev-
enue Code (the Code). It explains the proce-
dures you must follow to obtain an appropri-
ate ruling or determination letter recognizing
your organization's exemption, as well as
certain other information that applies gener-
ally to all exempt organizations. To qualify for
exemption under the Code, your organization
must be organized for one or more of the
purposes specifically designated in the Code.
Organizations that are exempt under section
501(a) of the Code include those organiza-
tions described in section 501(c). Section
501(c) organizations are covered in this pub-
lication.

Chapter 1 provides general information
about the procedures for obtaining recogni-
tion of tax–exempt status.

Chapter 2 contains information about an-
nual filing requirements and other matters that
may affect your organization's tax–exempt
status.

Chapter 3 contains detailed information
on various matters affecting section 501(c)(3)

organizations, including a section on the de-
termination of private foundation status.

Chapter 4 includes separate sections for
specific types of organizations described in
section 501(c).

Organizations not discussed in this publi-
cation. Certain organizations that may qualify
for exemption are not discussed in this publi-
cation, although they are included in the Or-
ganization Reference Chart found on page
51 of this publication. These organizations
(and the Code sections that apply to them)
are as follows:

Section 501(c)(24) organizations (section
4049 ERISA trusts) are neither discussed in
the text nor listed in the Organization Refer-
ence Chart.

Likewise, farmers' cooperative associ-
ations that qualify for exemption under section
521, qualified state tuition programs de-
scribed in section 529, and pension, profit-
sharing, and stock bonus plans described in
section 401(a) are not discussed in this pub-
lication. If you think your organization falls
within one of these categories, contact the
Internal Revenue Service for any additional
information you need.

Check the Table of Contents at the be-
ginning of this publication to determine
whether your organization is described in this
publication. If it is, read the chapter (or sec-
tion) that applies to your type of organization
for the specific information you must give
when applying for recognition of exemption.

Organization Reference Chart. This chart,
located on page 51, enables you to locate at
a glance the section of the Code under which
your organization might qualify for exemption.
It also shows the required application form
and, if your organization meets the exemption
requirements, the annual return to be filed (if
any), and whether or not a contribution to your
organization will be deductible by a donor. It
also describes each type of qualifying organ-
ization and the general nature of its activities.

You may use this chart to determine the
Code section that you think applies to your
organization. Any correspondence with the
IRS (in requesting forms or otherwise) will be
greatly expedited if you indicate in your cor-
respondence the appropriate Code section.

1.
Application,
Approval, and
Appeal
Procedures

Introduction
If your organization is one of the organiza-
tions described in this publication and is
seeking recognition of tax-exempt status from
the Internal Revenue Service (IRS), you
should follow the procedures described in this
chapter and the instructions that accompany
the appropriate application forms.

For information on section 501(c)(3) or-
ganizations, see chapter 3. If your organiza-
tion is seeking exemption under one of the
other paragraphs of section 501(c), see
chapter 4.

Topics
This chapter discusses:

���• Application procedures that generally
apply to all organizations discussed in
this publication, including the application
forms

���• Rulings and determination letters
(approvals/disapprovals)

���• Appeal procedures available if an ad-
verse determination letter is proposed

���• Group exemption letters

Application
Procedures 
Oral requests. Oral requests for recognition
of exemption will not be considered by the
IRS. Your application for tax-exempt status
must be in writing using the appropriate forms
as discussed below.

Forms Required
Most organizations seeking recognition of
exemption from federal income tax must use
application forms specifically prescribed by
the IRS. Two forms currently prescribed by
the IRS are Form 1023,  Application for Rec-
ognition of Exemption Under Section
501(c)(3) of the Internal Revenue Code, and
Form 1024, Application for Recognition of
Exemption Under Section 501(a). For infor-
mation about how to obtain the latest revision,
see chapter 5.

Forms 1023 and 1024 contain instructions
and checklists to help you provide the infor-
mation required to process your application.
Incomplete applications will not be processed.

Some organizations do not have to use
specific application forms. The application
your organization must use is specified in the
chapter in this publication dealing with your
kind of organization. It is also shown in the

Corporations organized under Acts of
Congress .............................................. 501(c)(1)
Teachers' retirement fund associations
 ............................................................... 501(c)(11)
Mutual insurance companies ............... 501(c)(15)
Corporations organized to finance crop
operations ............................................. 501(c)(16)
Employee funded pension trusts (cre-
ated before June 25, 1959) ................. 501(c)(18)
Withdrawal liability payment fund ........ 501(c)(22)
Veterans organizations (created before
1880) .................................................... 501(c)(23)
Religious and apostolic associations ... 501(d)
Cooperative hospital service organiza-
tions ...................................................... 501(e)
Cooperative service organizations of
operating educational organizations .... 501(f)

Page 2 Chapter 1  Application, Approval, and Appeal Procedures



Organization Reference Chart on page 51 of
this publication.

When no specific application form is pre-
scribed for your organization, application for
exemption is by letter to the IRS. Send the
application to the appropriate address shown
on Form 8718,  User Fee for Exempt Organ-
ization Determination Letter Request. The
letter must be signed by an authorized indi-
vidual such as an officer of the organization
or a person authorized by a power of attorney.
(See Power of attorney on page 4.) Send the
power of attorney with the application letter
when you file it. The letter should also contain
the name and telephone number of the per-
son to contact. The information described
below under Required Inclusions must be
sent with the letter.

User fee. The law now requires the payment
of a user fee for determination letter requests
such as your application for recognition of
tax-exempt status. You should use Form
8718 to figure the amount of your fee and to
pay it. Your payment must accompany your
request. The IRS will not process a request
unless the fee has been paid.

Required Inclusions
Employer identification number.  Every
exempt organization must have an employer
identification number (EIN), whether or not it
has any employees.

If your organization does not have an EIN,
your application for recognition of exemption
should include a completed Form SS-4, Ap-
plication for Employer Identification Number.

Organizing documents.  Each application
for exemption must be accompanied by a
conformed copy of your organization's Arti-
cles of Incorporation (and the Certificate of
Incorporation, if available), Articles of Associ-
ation, Trust Indenture, Constitution, or other
enabling document. If the organization does
not have an organizing document, it will not
qualify for exempt status.

By-laws.  By-laws alone are not organizing
documents. However, if your organization has
adopted by-laws, include a current copy. The
by-laws need not be signed if submitted as
an attachment.

If your organization's name has been offi-
cially changed by an amendment to your or-
ganizing instruments, you should also attach
a conformed copy of that amendment to your
application.

Conformed copy. A conformed copy is a
copy that agrees with the original and all
amendments to it. If the original document
required a signature, the copy should either
be signed by a principal officer or, if not
signed, be accompanied by a written decla-
ration signed by an authorized officer of the
organization. With either option, the officer
must certify that the document is a complete
and accurate copy of the original. A certificate
of incorporation should be approved and
dated by an appropriate state official.

Every attachment should show your or-
ganization's name, address, and EIN. It
should also state that it is an attachment to
your application form and identify the part and
line item number that it applies to.

Do not submit original documents  be-
cause they become part of the IRS file and
cannot be returned.

Description of activities.  Your application
must include a full description of the purposes
and the activities of your organization. When
describing the activities in which your organ-
ization expects to engage, you must include
the standards, criteria, procedures, or other
means that your organization adopted or
planned for carrying out those activities.

To determine the information you need to
provide, you should study the chapter (or
section) in this publication that applies to your
organization. The appropriate chapter will
describe the purposes and activities that your
organization must pursue, engage in, and in-
clude in your application in order to achieve
exempt status.

Often your organization's articles of or-
ganization (or other organizing instruments)
contain descriptions of your organization's
purposes and activities.

Financial data.  You must include in your
application financial statements showing your
receipts and expenditures for the current year
and the 3 preceding years (or for the number
of years your organization was in existence,
if less than 4 years). For each accounting
period, you must describe the sources of your
receipts and the nature of your expenditures.
You must also include a balance sheet for the
most recent period.

If you have not yet begun operations, or
have operated for less than 1 year, a pro-
posed budget for 2 full accounting periods
and a current statement of assets and liabil-
ities will be acceptable.

Other information. The IRS may require you
to provide additional information necessary to
clarify the nature of your organization. Some
examples of such additional material are:

���• Representative copies of advertising
placed,

���• Copies of publications, such as maga-
zines,

���• Distributed written material used for ex-
pressing views on proposed legislation,
and

���• Copies of leases, contracts, or agree-
ments into which your organization has
entered.

Miscellaneous Procedures
For prompt action on your application, be sure
to attach all schedules, statements, and other
documents required by the application form.
If you do not attach them, you may have to
resubmit your application or you may other-
wise encounter a delay in obtaining recogni-
tion of exemption.

Incomplete application. If the application
does not contain the required information, it
may be returned with a letter of explanation
without being considered on its merits. If the
completed application is resubmitted within
the time period indicated in the letter from the
IRS, it will be considered received on the ori-
ginal submission date. In that case, if the ori-
ginal submission was timely, the application
will be considered timely filed as discussed in
chapter 3, under Application for Recognition
of Exemption.

Application made under wrong paragraph
of section 501(c). Occasionally, an organ-
ization may appear to qualify for exemption
under a paragraph of section 501(c) that is
different from the one for which the organ-
ization applied. If the application was made
on Form 1024, which applies to more than
one paragraph of section 501(c), the organ-
ization may be recognized as exempt under
any paragraph to which the form applies if the
organization has agreed to have its applica-
tion considered under that paragraph. It must
also supply any additional information re-
quired for the application under the new par-
agraph.

Different application form needed. If a
different application form is required for your
organization, the IRS will so advise your or-
ganization and will provide the appropriate
application form for your convenience in re-
applying under that paragraph, if you wish to
do so. Although supporting information previ-
ously furnished need not be duplicated, you
must provide any necessary additional infor-
mation required for the application. If your
reply is not received within a limited time, your
application will be processed only for the
paragraph under which you originally applied.

When a specific application form is
needed for the paragraph under which your
organization qualifies, that form is required
before a letter recognizing exemption is is-
sued. This includes cases in which an ex-
emption letter is modified to recognize an or-
ganization's exempt status under a paragraph
other than the paragraph under which it ori-
ginally established exemption.

IRS responses. Organizations that submit a
complete application will receive an acknowl-
edgment from the IRS. Others will receive a
letter requesting more information or returning
an incomplete application. Applicants also will
be notified if the application is forwarded to
the National Office of the IRS for consider-
ation. These letters will be sent out as soon
as possible after receipt of the organization's
application.

Withdrawal of application.  An application
may be withdrawn at any time before the is-
suance of a ruling or determination letter upon
the written request of a principal officer or
authorized representative of your organiza-
tion. However, the withdrawal will not prevent
the information contained in the application
from being used by the IRS in any subse-
quent examination of your organization's re-
turns. The information forwarded with an ap-
plication will not be returned to your
organization and, generally, when an appli-
cation is withdrawn, the user fee paid will not
be refunded.

Requests for withholding of information
from the public.  The law requires many
exempt organizations to make their applica-
tion forms and annual information returns
available for public inspection. The law also
requires the IRS to make available for public
inspection, in accordance with section 6104
of the Code and the related regulations, your
approved application for recognition of ex-
emption (including any papers submitted in
support of the application) and the ruling or
determination letter (discussed later, under
Rulings and Determination Letters).

Any information submitted in the applica-
tion or in support of it that relates to any trade
secret, patent, process, style of work, or ap-
paratus, upon request, may be withheld from
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public inspection if the Commissioner deter-
mines that the disclosure of such information
would adversely affect the organization. Your
request must:

1) Identify the material to be withheld (the
document, page, paragraph, and line)
by clearly marking it “Not Subject To
Public Inspection,”

2) Include the reasons for your organiza-
tion's position that the information is of
the type that may be withheld from public
inspection, and

3) Be filed with the documents in which the
material to be withheld is contained.

Where to file. Your application for recogni-
tion of tax–exempt status must be filed with
the IRS at the address shown on Form 8718.

Your application will be considered by a
key District Director who will either issue a
favorable determination letter to your organ-
ization, issue an adverse determination letter
denying the exempt status claimed in the ap-
plication, or refer the case to the National
Office of the IRS for a ruling.

Requests other than applications.
Requests other than applications for
recognition of exemption (for exam-

ple, requests for rulings involving feeder or-
ganizations, application of excise taxes to
activities of private foundations, taxation of
unrelated business income, etc.) should be
sent to:

Internal Revenue Service
Assistant Commissioner (Employee Plans
and Exempt Organizations)
Attention: CP:E:EO
P.O. Box 120, Ben Franklin Station
Washington, DC 20044

These requests, like applications for recogni-
tion of exemption, must be accompanied by
the appropriate user fee.

Referral to the National Office. Key district
offices will refer to the National Office any
exempt organization issue concerning quali-
fication for exemption or foundation status for
which there is no published precedent or for
which there is reason to believe that nonuni-
formity exists. A key district or Appeals Office
may request technical advice on any technical
or procedural question that cannot be re-
solved on the basis of law, regulations, or a
clearly applicable revenue ruling or other
published precedent. An organization may
request that an issue be referred to the Na-
tional Office for technical advice if it feels that
a lack of uniformity exists as to the disposition
of the issue or if an issue is so unusual or
complex as to warrant consideration by the
National Office. If a determination letter is is-
sued based on technical advice from the Na-
tional Office regarding qualification for ex-
emption or foundation status, no further
administrative appeal is available on the issue
that was the subject of technical advice.

Power of attorney.  If your organization ex-
pects to be represented by an agent or attor-
ney, whether in person or by correspondence,
you must file a power of attorney with your
exemption application specifically authorizing
the agent or attorney to represent your or-
ganization. Form 2848, Power of Attorney and

Declaration of Representative, may be used
for this purpose.

Reminder: The law requires payment of
a user fee for determination letter requests.
Use Form 8718 to figure the amount and pay
the fee. Payment must accompany each re-
quest.

Rulings and
Determination Letters
A ruling or determination letter will be issued
to your organization if its application and
supporting documents establish that it meets
the particular requirements of the section un-
der which it is claiming exemption. However,
the IRS will not ordinarily issue rulings or de-
termination letters recognizing exemption if
an issue involving the organization's exempt
status is pending in litigation or is under con-
sideration within the IRS.

Advance ruling.  A ruling or determination
letter may be issued in advance of operations
if your organization can describe its proposed
operations in enough detail to permit a con-
clusion that it will clearly meet the particular
requirements of the section under which it is
claiming exemption. A restatement of the or-
ganization's purpose or a statement that it
will be operated in furtherance of that purpose
will not satisfy this requirement. The organ-
ization must describe fully the activities in
which it expects to engage. This includes
standards, procedures, or other means
adopted or planned by the organization for
carrying out its activities, expected sources
of funds, and the nature of its contemplated
expenses.

When an organization does not supply the
information previously mentioned under Ap-
plication Procedures, or fails to furnish a suf-
ficiently detailed description of its proposed
activities to permit a conclusion that it will
clearly be exempt, a record of actual oper-
ations may be required before a ruling or de-
termination letter is issued.

Adverse determination.  If an organization
is unable to describe fully its purposes and
activities, resulting in a refusal by the IRS to
issue a ruling or determination letter, that re-
fusal is considered an adverse determination,
which the organization can appeal. See Ap-
peal Procedures, later.

Effective Date
of Exemption 
A ruling or determination letter recognizing
exemption is effective as of the date of
formation of an organization if, during the
period before the date of the ruling or deter-
mination letter, its purposes and activities
were those required by the law. (See Appli-
cation for Recognition of Exemption in chap-
ter 3 for the special rule for organizations
applying for recognition of exemption under
section 501(c)(3).) Upon obtaining recognition
of exemption, the organization may file a
claim for a refund of income taxes paid for the
period for which its exempt status is recog-
nized.

If an organization is required to alter its
activities or substantially amend its charter to
qualify, the ruling or determination letter re-

cognizing exemption will be effective as of
the date specified in the letter.  If a non-
substantive amendment is made, such as
correction of a clerical error in the enabling
instrument or the addition of a dissolution
clause, exemption will ordinarily be recog-
nized as of the date of formation if the activ-
ities of the organization before the ruling or
determination are consistent with the ex-
emption requirements.

A ruling or determination letter recognizing
exemption may not be relied upon if there is
a material change, inconsistent with ex-
emption, in the character, the purpose, or the
method of operation of the organization.

Revocation or Modification
of Exemption
A ruling or determination letter recognizing
exemption may be revoked or modified by:

1) A notice to the organization to which the
ruling or determination letter originally
was issued,

2) Enactment of legislation or ratification of
a tax treaty,

3) A decision of the United States Supreme
Court,

4) Issuance of temporary or final regu-
lations, or

5) Issuance of a revenue ruling, a revenue
procedure, or other statement published
in the Internal Revenue Bulletin or Cu-
mulative Bulletin.

When revocation takes effect. If the organ-
ization omitted or misstated a material fact,
operated in a manner materially different from
that originally represented, or, with regard to
organizations to which section 503 applies,
engaged in a prohibited transaction (such as
diverting corpus or income from its exempt
purpose), the revocation or modification may
be retroactive.

Material change in organization. If there is
a material change, inconsistent with ex-
emption, in the character, purpose, or method
of operation of the organization, revocation
or modification will ordinarily take effect as of
the date of that material change.

Relief from retroactivity. If a ruling or
determination letter was issued in error or is
no longer in accord with the holding of the
IRS, and if section 7805(b) relief is granted,
retroactivity of the revocation or modification
ordinarily will be limited to a date not earlier
than that on which the original ruling or de-
termination letter was modified or revoked.
For more information on requesting section
7805(b) relief, see Revenue Procedure 97-4
(or later update).

Foundations. The determination of the
effective date is the same for the revocation
or modification of foundation status or oper-
ating foundation status unless the effective
date is expressly covered by statute or regu-
lations.

Written notice. If a key District Director con-
cludes, as a result of examining an informa-
tion return or considering information from
any other source, that a ruling or determi-
nation letter should be revoked or modified,
the organization will be advised in writing of
the proposed action and the reasons for it.

The organization will also be advised of its
right to protest the proposed action by re-
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questing Appeals Office consideration. The
appeal procedures are discussed next.

Appeal Procedures
If an organization applies for tax-exempt sta-
tus and receives an adverse determination
letter, the organization will be advised of its
right to protest the determination by request-
ing Appeals Office consideration. The or-
ganization must send its protest to the key
District Director within 30 days from the date
of the adverse determination letter and must
state whether it wishes an Appeals Office
conference.

Representation. A principal officer or trustee
may represent an organization at any level
of appeal within the IRS. Or, the organization
may be represented by an attorney, certified
public accountant, or individual enrolled to
practice before the IRS.

If the organization's representative attends
a conference without a principal officer or
trustee, the representative must file a proper
power of attorney or a tax information au-
thorization before receiving or inspecting
confidential information. Form 2848, Power
of Attorney and Declaration of
Representative, or Form 8821, Tax Informa-
tion Authorization, as appropriate (or any
other properly written power of attorney or
authorization), may be used for this purpose.
These forms may be obtained from the IRS.
For more information, get Publication 947,
Practice Before the IRS and Power of Attor-
ney.

Appeals Office
Consideration
The protest to the Appeals Office should be
filed with the key district office considering the
application and contain the following infor-
mation:

1) The organization's name, address, and
employer identification number,

2) A statement that the organization wants
to protest the determination,

3) The date and symbols on the determi-
nation letter,

4) A statement of facts supporting the or-
ganization's position in any contested
factual issue,

5) A statement outlining the law or other
authority the organization is relying on,
and

6) A statement as to whether a conference
at the Appeals Office is desired.

The statement of facts (item 4) must be
declared true under penalties of perjury. This
may be done by adding to the protest the
following signed declaration:

If the organization's representative submits
the protest, a substitute declaration must be
included, stating:

1) That the representative prepared the
protest and accompanying documents,
and

2) Whether the representative knows per-
sonally that the statements of fact con-
tained in the protest and accompanying
documents are true and correct.

Be sure the protest contains all of the in-
formation requested. Incomplete protests will
be returned for completion.

If a conference is requested, it will be held
at the Appeals Office, unless the organization
requests that the meeting be held at a district
office convenient to both parties.

The Appeals Office, after considering the
organization's protest as well as information
presented in any conference held, will notify
the organization of its decision and issue an
appropriate determination letter. An adverse
decision may be appealed to the courts (dis-
cussed later).

Appeals offices must request technical
advice from the National Office on any ex-
empt organization issue concerning qualifica-
tion for exemption or foundation status for
which there is no published precedent or for
which there is reason to believe that nonuni-
formity exists. If an organization believes that
its case involves such an issue, it should ask
the Appeals Office to request technical ad-
vice.

Any determination letter issued on the
basis of technical advice from the National
Office may not be appealed to the Appeals
Office for those issues that were the subject
of the technical advice.

National Office
Consideration
If an application is referred to the National
Office for issuance of a ruling and an adverse
ruling is issued, the organization will be in-
formed of the basis for the conclusion, its right
to file a protest within 30 days, and its right
to have a conference at the National Office.

Administrative Remedies
In the case of an application under section
501(c)(3) of the Code, the following actions,
called administrative remedies, must be
completed by your organization before an
unfavorable ruling or determination letter from
the IRS can be appealed to the courts:

1) The filing of a substantially completed
application Form 1023 (described earlier
in this chapter) or the filing of a request
for a determination of foundation status
(see Private Foundations and Public
Charities in chapter 3);

2) In the case of a late-filed application,
requesting relief under section 301.9100
of the Regulations regarding applications
for extensions of time for making an
election or application for relief from tax
(see Application for Recognition of Ex-
emption in chapter 3);

3) The timely submission of all additional
information requested to perfect an ex-
emption application or request for deter-
mination of private foundation status;
and

4) Exhaustion of all administrative appeals
available within the IRS, including pro-
test of an adverse ruling in National Of-

fice original jurisdiction exemption appli-
cation cases.

The actions just described will not be
considered completed until the IRS has had
a reasonable time to act upon the appeal or
protest, as the case may be.

An organization will not be considered to
have exhausted its administrative remedies
before the earlier of:

1) The completion of the steps just listed
and the sending by certified or registered
mail of a notice of final determination,
or

2) The expiration of the 270–day period in
which the IRS has not issued a notice
of final determination and the organiza-
tion has taken, in a timely manner, all
reasonable steps to secure a ruling or
determination.

270–day period. The 270–day period will be
considered by the IRS to begin on the date
a substantially completed Form 1023 is sent
to the IRS. See Application Procedures, ear-
lier, for information needed to complete Form
1023.

If the application does not contain all of the
required items, it will not be further processed
and may be returned to the applicant for
completion. The 270–day period, in this
event, will not be considered as starting until
the date the application is remailed to the IRS
with the requested information, or, if a post-
mark is not evident, on the date the IRS re-
ceives a substantially completed application.

Appeal to Courts
If the IRS issues an unfavorable determi-
nation letter or ruling to your organization and
you have exhausted all the administrative
remedies just discussed, your organization
can seek judicial remedies.

For example, if your organization has paid
the tax resulting from the unfavorable deter-
mination and met all other statutory prerequi-
sites, it can file suit for a refund in a United
States district court or the U.S. Court of
Federal Claims. Or, if your organization
elected not to pay the tax deficiency resulting
from the unfavorable determination and met
all other statutory prerequisites, it can file suit
for a redetermination of the tax deficiencies
in the United States Tax Court. For more in-
formation on these types of suits, get Publi-
cation 556, Examination of Returns, Appeal
Rights, and Claims for Refund.

In certain situations, your organization can
file suit for a declaratory judgment in the
U.S. district court for the District of Columbia,
the U.S. Court of Federal Claims, or the U.S.
Tax Court. This remedy is available if your
organization received an adverse notice of
final determination , or if the IRS failed to
make a timely determination on your initial or
continuing qualification or classification as an
exempt organization. However, your exempt
status claim must be as:

���• An organization qualifying under section
501(c)(3),

���• An organization to which a deduction for
a contribution is allowed under section
170(c)(2),

���• An organization other than a private
foundation under section 509, or

���• A private operating foundation under
section 4942(j)(3).

“Under penalties of perjury, I declare that
I have examined the statement of facts
presented in this protest and in any ac-
companying schedules and statements
and, to the best of my knowledge and be-
lief, it is true, correct, and complete.”
Signature.
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Adverse notice of final determination. The
adverse notice of final determination referred
to above is a ruling or determination letter
sent by certified or registered mail, holding
that your organization:

���• Is not described in section 501(c)(3) or
section 170(c)(2) of the Code,

���• Is a private foundation as defined in
section 509(a),

���• Is not a private operating foundation as
defined in section 4942(j)(3), or

���• Is a public charity described in a part of
section 509 or section 170(b)(1)(A) other
than the part under which your organiza-
tion requested classification.

Favorable court rulings - IRS procedure.
If a suit results in a final determination that
your organization is exempt from tax, the IRS
will issue a favorable ruling or determination
letter, provided your organization has filed an
application for exemption and submitted a
statement that the underlying facts and ap-
plicable law are the same as in the period
considered by the court.

Group Exemption
Letter
A group exemption letter is a ruling or deter-
mination letter issued to a central organization
recognizing on a group basis the exemption
under section 501(c) of subordinate organ-
izations on whose behalf the central organ-
ization has applied for recognition of ex-
emption.

A central organization  is an organization
that has one or more subordinates under its
general supervision or control.

A subordinate organization is a chapter,
local, post, or unit of a central organization.
A central organization may be a subordinate
itself, such as a state organization that has
subordinate units and is itself affiliated with a
national (central) organization.

A subordinate organization may or may
not be incorporated, but it must have an or-
ganizing document. A subordinate that is or-
ganized and operated in a foreign country
may not be included in a group exemption
letter. A subordinate described in section
501(c)(3) may not be included in a group ex-
emption letter if it is a private foundation de-
scribed in section 509(a).

If your organization is a subordinate one
controlled by a central organization (for ex-
ample, a church, the Boy Scouts, or a frater-
nal organization), you should check with the
central organization to see if it has been is-
sued a group exemption letter that covers
your organization. If it has, you do not have
to file a separate application unless your or-
ganization no longer wants to be included in
the group exemption letter.

If the group exemption letter does not
cover your organization, ask your central or-
ganization about being included in the next
annual group ruling update that it submits to
the IRS.

Central Organization
Application Procedure
If your organization is a central organization
with affiliated subordinates under its control,
it may apply for a group exemption letter for
its subordinates, provided it has obtained
recognition of its own exemption. You should
make the application for such subordinates
by letter instead of either Form 1023 or 1024.
This procedure relieves each of the subordi-
nates covered by a group exemption letter
from filing its own application. A central or-
ganization obtains its own recognition of ex-
emption by sending its application to the IRS
address shown on Form 8718 for the area in
which the central organization's principal
place of business or principal office is located.

If the central organization has previously
obtained recognition of its own exemption, it
must indicate its employer identification num-
ber, the date of the letter recognizing its ex-
emption, and the IRS office that issued it. It
need not forward documents already submit-
ted. However, if it has not already done so,
the central organization must submit a copy
of any amendment to its governing instru-
ments or internal regulations as well as any
information about changes in its character,
purposes, or method of operation.

Employer identification number. If the
central organization does not have an em-
ployer identification number (EIN), it must
send a completed Form SS–4 with its ex-
emption application. Each subordinate must
have its own EIN even if it has no employees.
The central organization must send with the
group exemption application a completed
Form SS–4 on behalf of each subordinate not
having an EIN.

Information required for subordinate or-
ganizations. In addition to the information
required to obtain recognition of its own ex-
emption, the central organization must submit
information for those subordinates to be in-
cluded in the group exemption letter. The in-
formation should be forwarded in a letter
signed by a principal officer of the central or-
ganization setting forth or including as at-
tachments the following:

1) Information verifying that the subordi-
nates:

a) Are affiliated with the central or-
ganization,

b) Are subject to its general super-
vision or control,

c) Are all eligible to qualify for ex-
emption under the same paragraph
of section 501(c), though not nec-
essarily the paragraph under which
the central organization is exempt,

d) Are not private foundations if the
application for a group exemption
letter involves section 501(c)(3),

e) Are all on the same accounting pe-
riod as the central organization if
they are to be included in group
returns, and

f) Are organizations that have been
formed within the 15–month period
preceding the date of submission
of the group exemption application
if they are claiming section
501(c)(3) status and are subject to
the requirements of section 508(a)

and wish to be recognized as ex-
empt from their dates of creation (a
group exemption letter may be is-
sued covering subordinates, one or
more of which have not been or-
ganized within the 15–month period
preceding the date of submission,
if all subordinates are willing to be
recognized as exempt only from the
date of application),

2) A detailed description of the purposes
and activities of the subordinates, in-
cluding the sources of receipts and the
nature of expenditures,

3) A sample copy of a uniform governing
instrument (such as a charter or articles
of association) adopted by the subordi-
nates, or, in its absence, copies of rep-
resentative instruments,

4) An affirmation to the effect that, to the
best of the officer's knowledge, the pur-
poses and activities of the subordinates
are as stated in (2) and (3), above,

5) A statement that each subordinate to be
included in the group exemption letter
has given written authorization to that
effect, signed by an authorized officer
of the subordinate, to the central organ-
ization (see also New 501(c)(3) organ-
izations that want to be included,  later
in this section),

6) A list of subordinates to be included in
the group exemption letter to which the
IRS has issued an outstanding ruling or
determination letter relating to ex-
emption,

7) If the application for a group exemption
letter involves section 501(c)(3) and is
subject to the provisions of the Code re-
quiring that it give timely notice that it is
not a private foundation (see Private
Foundations  in chapter 3), an affirma-
tion to the effect that, to the best of the
officer's knowledge and belief, no sub-
ordinate to be included in the group ex-
emption letter is a private foundation as
defined in section 509(a),

8) For each subordinate that is a school
claiming exemption under section
501(c)(3), the information required by
Revenue Ruling 71–447 and Revenue
Procedure 75–50 (these requirements
are fully described in chapter 3, under
Private Schools; see also Schedule B,
Form 1023),

9) For any school affiliated with a church,
the information to show that the pro-
visions of Revenue Ruling 75–231 have
been met, and

10) A list of the names, mailing addresses,
actual addresses if different, and EINs
of subordinates to be included in the
group exemption letter. A current direc-
tory of subordinates may be furnished
instead of the list if it includes the re-
quired information and if the subordi-
nates not to be included in the group
exemption letter are identified.

New 501(c)(3) organizations that want to
be included. A new organization, described
in section 501(c)(3), that wants to be included
in a group exemption letter, must submit its
authorization (as explained in item number 5
above, under Information required for subor-
dinate organizations) to the central organiza-
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tion before the end of the 15th month after it
was formed in order to satisfy the requirement
of section 508(a). The central organization
must also include this subordinate in its next
annual submission of information as dis-
cussed below, under Information Required
Annually.

Keeping the Group
Exemption Letter in Force
Continued effectiveness of a group exemption
letter is based on the following conditions:

1) The continued existence of the central
organization,

2) The continued qualification of the central
organization for exemption under section
501(c),

3) The submission by the central organiza-
tion of the information required annually
(described below under Information Re-
quired Annually ), and

4) The annual filing of an information return
(Form 990, for example) by the central
organization if required.

The continued effectiveness of a group ex-
emption letter as to a particular subordinate
is based on these four conditions, as well as
on the continued conformity by the subordi-
nate to the requirements for inclusion in a
group exemption letter, the authorization for
inclusion, and the annual filing of any required
information return for the subordinate.

Information Required Annually
To maintain a group exemption letter, the
central organization must submit annually, at
least 90 days before the close of its annual
accounting period, the following information:

1) Information about all changes in the
purposes, character, or method of oper-
ation of the subordinates included in the
group exemption letter.

2) A separate list (that includes the names,
mailing addresses, actual addresses if
different, and EINs of the affected sub-
ordinates) for each of the three following
categories—

a) Subordinates that have changed
their names or addresses during the
year,

b) Subordinates no longer to be in-
cluded in the group exemption letter
because they no longer exist or
have disaffiliated or withdrawn their
authorization to the central organ-
ization, and

c) Subordinates to be added to the
group exemption letter because
they are newly organized or affil-
iated or because they have recently
authorized the central organization
to include them.

An annotated directory of subordi-
nates will not be accepted for this pur-
pose. If there were none of the above
changes, the central organization must
submit a statement to that effect.

3) The information required to be submitted
by a central organization on behalf of
subordinates to be included in the group
exemption letter is required for subordi-
nates to be added to the letter. (This in-
formation is listed in items 1 through 9,
under Information required for subordi-
nate organizations.  However, if the in-
formation upon which the group ex-
emption letter was based applies in all
material respects to these subordinates,
a statement to this effect may be sub-
mitted instead of the information required
by items 1 through 4 of that list.)

The organization should send this in-
formation to:

Ogden Service Center
Mail Stop 6271
1000 South 1200 West
Ogden, UT 84404–4749

CAUTION
!

Submitting the required information
annually does not relieve the central
organization or any of its subordinates

of the duty to submit any other information
that may be required by a District Director to
determine whether the conditions for contin-
ued exemption are being met.

Events Causing
Loss of Group Exemption
A group exemption letter no longer has effect,
for either a particular subordinate or the group
as a whole, when:

1) The central organization notifies the IRS
that it is going out of existence,

2) The central organization notifies the IRS,
by its annual submission or otherwise,
that any of its subordinates will no longer
fulfill the conditions for continued effec-
tiveness, explained earlier, or

3) The IRS notifies the central organization
or the affected subordinate that the
group exemption letter will no longer
have effect for some or all of the group
because the conditions for continued ef-
fectiveness of a group exemption letter
have not been fulfilled.

When notice is given under any of these three
conditions, the IRS will no longer recognize
the exempt status of the affected subordi-
nates until they file separate applications on
their own behalf or the central organization
files complete supporting information for their
reinclusion in the group exemption at the time
of its annual submission. However, when the
notice is given by the IRS and the withdrawal
of recognition is based on the failure of the
organization to comply with the requirements
for recognition of tax-exempt status under the
particular subsection of section 501(c), the
revocation will ordinarily take effect as of the
date of that failure. The notice, however, will
be given only after the appeal procedures
described earlier in this chapter are com-
pleted.

2.
Filing
Requirements
and Required
Disclosures

Introduction
Most exempt organizations (including private
foundations) must file various returns and re-
ports at some time during (or following the
close of) their accounting period.

Topics
This chapter discusses:

���• Annual information returns that must be
filed

���• The unrelated business income tax return

���• Employment tax returns

���• A return to report money spent for poli-
tical activities

���• A return to report the sale of certain do-
nated property

���• Information to provide to donors

���• A report of cash received

���• Public inspection of certain documents

���• Certain required disclosures and the
penalties for not making them

Useful Items
You may want to see:

 Publication

m 15 Circular E, Employer's Tax Guide
m 598 Tax on Unrelated Business Income

of Exempt Organizations

Form (and Instructions)

m 990 Return of Organization Exempt
From Income Tax

m 990–EZ Short Form Return of Organ-
ization Exempt From Income Tax

m 990–PF Return of Private Foundation
or Section 4947(a)(1) Nonexempt
Charitable Trust Treated as a Private
Foundation

m 990–T Exempt Organization Business
Income Tax Return

m 1120–POL U.S. Income Tax Return for
Certain Political Organizations

m 8300 Report of Cash Payments Over
$10,000 Received in a Trade or Busi-
ness

See chapter 5 for information about get-
ting these publications and forms.

Annual Information
Returns
Every organization exempt from federal in-
come tax under section 501(a) must file an
annual information return except:
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1) A church, an interchurch organization of
local units of a church, a convention or
association of churches, or an integrated
auxiliary of a church (as defined later
under Religious Organizations in chapter
3).

2) A church-affiliated organization that is
exclusively engaged in managing funds
or maintaining retirement programs.

3) A school below college level affiliated
with a church or operated by a religious
order, even though it is not an integrated
auxiliary of a church.

4) A mission society sponsored by or affil-
iated with one or more churches or
church denominations, more than one-
half of the activities of which society are
conducted in, or directed at persons in,
foreign countries.

5) An exclusively religious activity of any
religious order.

6) A state institution, the income of which
is excluded from gross income under
section 115.

7) A corporation described in section
501(c)(1) (a corporation that is organized
under an Act of Congress and is:

a) an instrumentality of the United
States, and

b) exempt from Federal income
taxes.)

8) A black lung benefit trust described in
section 501(c)(21). (Required to file
Form 990–BL, Information and Initial
Excise Tax Return for Black Lung Benefit
Trusts and Certain Related Persons.
See chapter 4 for more information.)

9) A stock bonus, pension, or profit-sharing
trust that qualifies under section 401.

10) A religious or apostolic organization de-
scribed in section 501(d). (Required to
file Form 1065, U.S. Partnership Return
of Income.)

11) A foreign organization described in sec-
tion 501(a) (other than a private founda-
tion) that normally does not have more
than $25,000 in annual gross receipts
from sources within the United States
and has no significant activity in the
United States. For further information,
see Revenue Procedure 94-17, 1994-1
C.B. 579.

12) A governmental unit or an affiliate of a
governmental unit that meets the re-
quirements of Revenue Procedure
95–48, 1995–2 C.B. 418.

13) An exempt organization (other than a
private foundation, discussed in chapter
3) having gross receipts in each tax year
that normally are not more than $25,000.
(See the instructions for Form 990 for
more information about what constitutes
annual gross receipts that are normally
not more than $25,000.)

Forms 990 and 990–EZ.  Exempt organiza-
tions, other than private foundations, must file
their annual information return on Form 990,
Return of Organization Exempt From Income
Tax, or Form 990–EZ, Short Form Return of
Organization Exempt From Income Tax.

Form 990–EZ.  This is a shortened ver-
sion of Form 990. It is designed for use by
small exempt organizations and nonexempt
charitable trusts.

An organization may file Form 990–EZ,
instead of Form 990, if it meets both of the
following requirements.

1) Its gross receipts during the year were
less than $100,000.

2) Its total assets (line 25, Column (B) of
Form 990–EZ) at the end of the year
were less than $250,000.

If your organization does not meet either of
these conditions, you cannot file Form
990–EZ. Instead you must file Form 990.

Group return. A group return on Form
990 may be filed by a central, parent, or like
organization for two or more local organiza-
tions, none of which is a private foundation.
This return is in addition to the central or-
ganization's separate annual return, if it must
file a return. It cannot be included in the group
return. See the instructions for Form 990 for
the conditions under which this procedure
may be used. In any year that an organization
is properly included as a subordinate organ-
ization on a group return, it should not file its
own Form 990.

Schedule A. Organizations, other than
private foundations, that are described in
section 501(c)(3) and that are otherwise re-
quired to file Form 990 must also complete
Schedule A of that form.

Form 990–PF.  All private foundations exempt
under section 501(c)(3) must file Form
990–PF, Return of Private Foundation or
Section 4947(a)(1) Nonexempt Charitable
Trust Treated as a Private Foundation. These
organizations are discussed in chapter 3.

Due date. Form 990, 990–EZ, or 990–PF
must be filed by the 15th day of the 5th month
after the end of your organization's account-
ing period.

Application for exemption pending. An or-
ganization that claims to be exempt under
section 501(a) of the Code but has not es-
tablished its exempt status by the due date
for filing an information return should com-
plete and file Form 990 or 990–EZ (or Form
990–PF if it considers itself a private founda-
tion). If the organization's application is
pending with the IRS, it must so indicate on
Form 990, 990–EZ, or 990–PF (whichever
applies) by checking the “application
pending” block at the top of page 1 of the
return.

For more information on the filing require-
ments, see the instructions for Forms 990,
990–EZ, and 990–PF.

State reporting requirements. Copies of
Form 990, 990–EZ or 990–PF may be used
to satisfy state reporting requirements. See
the instructions for those forms.

Penalties for failure to file.  An exempt or-
ganization that fails to file a required return
must pay a penalty of $20 a day for each day
the failure continues. The same penalty will
apply if the organization does not give all the
information required on the return or does not
give the correct information.

Maximum penalty. The maximum penalty
for any one return is the smaller of $10,000
or 5% of the organization's gross receipts for
the year.

Organization with gross receipts over
$1 million. For an organization that has gross
receipts of over $1 million for the year, the
penalty is $100 a day up to a maximum of
$50,000.

Managers. If the organization is subject
to this penalty, the IRS may specify a date
by which the return or correct information
must be supplied by the organization. Failure
to comply with this demand will result in a
penalty imposed upon the manager of the
organization, or upon any other person re-
sponsible for filing a correct return. The pen-
alty is $10 a day for each day that a return is
not filed after the period given for filing. The
maximum penalty imposed on all persons
with respect to any one return is $5,000.

Exception for reasonable cause. No
penalty will be imposed if reasonable cause
for failure to file timely can be shown.

Unrelated Business
Income Tax Return
Form 990–T. Even though an organization
is recognized as tax exempt, it still may be
liable for tax on its unrelated business in-
come. Unrelated business income is income
from a trade or business, regularly carried on,
that is not substantially related to the charita-
ble, educational, or other purpose that is the
basis for the organization's exemption. An
exempt organization that has $1,000 or more
gross income from an unrelated business
must file Form 990–T, Exempt Organization
Business Income Tax Return. 

The obligation to file Form 990–T is in
addition to the obligation to file the annual
information return, Form 990, 990–EZ or
990–PF.

Estimated tax. Exempt organizations
must make quarterly payments of estimated
tax on unrelated business income. An organ-
ization must make estimated tax payments if
it expects its tax for the year to be $500 or
more.

For additional information see Publication
598, Tax on Unrelated Business Income of
Exempt Organizations. 

Employment
Tax Returns
Every employer, including an organization
exempt from federal income tax, who pays
wages to employees is responsible for with-
holding, depositing, paying, and reporting
federal income tax, social security and Medi-
care (FICA) taxes, and federal unemployment
tax (FUTA), unless that employer is specif-
ically excepted by law from those require-
ments or if the taxes clearly do not apply.

For more information, get a copy of Pub-
lication 15, Circular E, Employer's Tax Guide,
which summarizes the responsibilities of an
employer, Publication 15–A, Employer's
Supplemental Tax Guide, and Form 941,
Employer's Quarterly Federal Tax Return.
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Penalty. If any person required to collect,
truthfully account for, and pay over any of
these taxes willfully fails to satisfy any of
these requirements or willfully tries in any way
to evade or defeat any of them, that person
will be subject to a penalty. The penalty, often
called the “100% penalty,” is equal to the tax
evaded, not collected, or not accounted for
and paid over. The term person includes:

���• An officer or employee of a corporation,
or

���• A member or employee of a partnership.

Exception. The penalty is not imposed
on any unpaid volunteer director or member
of a board of trustees of an exempt organ-
ization if the unpaid volunteer serves solely
in an honorary capacity, does not participate
in the day-to-day or financial operations of the
organization, and does not have actual
knowledge of the failure on which the penalty
is imposed. 

This exception does not apply if it results
in no one being liable for the penalty.

FICA and FUTA tax exceptions. Payments
for services performed by a minister of a
church or a member of a religious order are
not subject to FICA or FUTA taxes.

FUTA tax exception. Payments for ser-
vices performed by an employee of a reli-
gious, charitable, educational, or other or-
ganization described in section 501(c)(3) that
are generally subject to FICA taxes if the
payments are $100 or more for the year, are
not subject to FUTA taxes.

FICA tax exemption election. Churches
and qualified church-controlled organizations
can elect exemption from employer FICA
taxes by filing Form 8274, Certification by
Churches and Qualified Church-Controlled
Organizations Electing Exemption from Em-
ployer Social Security and Medicare Taxes.

To elect exemption, Form 8274 must be
filed before the first date on which a quarterly
employment tax return would otherwise be
due from the electing organization. The or-
ganization may make the election only if it is
opposed for religious reasons to the payment
of FICA taxes.

The election applies to payments for ser-
vices of current and future employees other
than services performed in an unrelated trade
or business.

Revoking the election. The election can
be revoked by the IRS if the organization fails
to file Form W–2, Wage and Tax Statement,
for 2 years and fails to furnish the information
upon request by the IRS. Such revocation will
apply retroactively to the beginning of the
2-year period.

Definitions. For purposes of this election,
the term church means a church, a conven-
tion or association of churches, or an ele-
mentary or secondary school that is con-
trolled, operated, or principally supported by
a church or by a convention or association
of churches.

The term qualified church-controlled
organization  means any church-controlled
section 501(c)(3) tax-exempt organization,
other than an organization that both:

1) Offers goods, services, or facilities for
sale, other than on an incidental basis,

to the general public at other than a
nominal charge that is substantially less
than the cost of providing such goods,
services, or facilities, and

2) Normally receives more than 25% of its
support from the sum of governmental
sources and receipts from admissions,
sales of merchandise, performance of
services, or furnishing of facilities, in ac-
tivities that are not unrelated trades or
businesses.

Effect on employees. If a church or
qualified church-controlled organization has
made an election, payment for services per-
formed for that church or organization, other
than in an unrelated trade or business, will
not be subject to FICA taxes. However, the
employee, unless otherwise exempt, will be
subject to self-employment tax on the income.
The tax applies to income of $108.28 or more
for the tax year from that church or organiza-
tion, and no deductions for trade or business
expenses are allowed against this “self-
employment” income.

Schedule SE (Form 1040), Self-
Employment Tax, should be attached to the
employee's income tax return.

Return for
Political Activity
Form 1120-POL.  An organization exempt
under section 501(c) of the Code must file
Form 1120–POL, U.S. Income Tax Return for
Certain Political Organizations, for any year
in which it:

1) Expends any amount to influence the
selection, nomination, election, or ap-
pointment of any individual to any fed-
eral, state, or local public office or office
in a political organization, or the election
of Presidential or Vice Presidential elec-
tors (whether or not those individuals or
electors are selected, nominated,
elected, or appointed), and

2) Has net investment income.

Due date. Form 1120–POL is due by the
15th day of the 3rd month after the end of the
exempt organization's tax year. However,
Form 1120–POL is not required  of an ex-
empt organization that makes expenditures
for political purposes if either the amount of
the expenditures or the organization's net in-
vestment income is not more than $100 for
the tax year. For more information about filing
Form 1120–POL, refer to the instructions ac-
companying the form.

Separate fund. If the political activities,
described in (1), above, are carried out by a
separate segregated fund, which is treated
as a separate organization from the exempt
organization maintaining the fund, the exempt
organization is not liable for a tax on the ex-
penditures.

CAUTION
!

Section 501(c)(3) organizations are
precluded from, and suffer loss of
exemption for, engaging in any poli-

tical campaign on behalf of, or in opposition
to, any candidate for public office.

Donee Information
Return
Dispositions of donated property. If an or-
ganization receives a contribution of charita-
ble deduction property and sells, ex-
changes, or otherwise disposes of the
property within 2 years after its receipt, the
organization must file Form 8282, Donee In-
formation Return (Sale, Exchange, or Other
Disposition of Donated Property). It must be
filed within 125 days after the disposition. A
copy of Form 8282 is to be given to the donor.
Penalties apply if the organization does not
file the return.

Charitable deduction property. This is
any property (other than money or publicly
traded securities ) for which the organization
signed, as donee, an appraisal summary.

Publicly traded securities. These are
securities for which market quotations for the
contribution date are readily available on an
established securities market.

Appraisal summary. The donor must get
a qualified appraisal for contributions of
property (other than money or publicly traded
securities), the claimed value of which is more
than $5,000. The donee organization is not a
qualified appraiser for the purpose of making
a qualified appraisal. For more information,
get Publication 561, Determining the Value
of Donated Property.

Form 8283. The donor must attach Form
8283, Noncash Charitable Contributions, to
the return on which the deduction is shown.
The donee must sign Part IV of Section B,
Form 8283. The person who signs for the
donee must be an official authorized to sign
the donee's tax or information returns, or a
person specifically authorized to sign by that
official. The signature does not represent
concurrence in the appraised value of the
contributed property. It represents receipt of
the property described on Form 8283 on the
date specified on the form. The signature also
indicates knowledge of the information re-
porting requirements on dispositions, as pre-
viously discussed. A copy of Form 8283 must
be given to the donee.

Information Provided
to Donors
A charitable organization must give a donor
a disclosure statement for a quid pro quo
contribution over $75. A donor cannot deduct
a charitable contribution of $250 or more un-
less the donor has a written acknowledge-
ment from the charitable organization.

In certain circumstances, an organization
may be able to meet both of these require-
ments with the same written document.

Disclosure of
Quid Pro Quo Contributions
A charitable organization must provide a
written disclosure statement  to donors of
a quid pro quo contribution over $75.
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Quid pro quo contribution. This is a pay-
ment a donor makes to a charity partly as a
contribution and partly for goods or services.
For example, if a donor gives a charity $100
and receives a concert ticket valued at $40,
the donor has made a quid pro quo contribu-
tion. In this example, the charitable contribu-
tion part of the payment is $60. Even though
the deductible part of the payment is not more
than $75, a disclosure statement must be filed
because the donor's payment (quid pro quo
contribution) is more than $75.

Disclosure statement. The required written
disclosure statement must:

1) Inform the donor that the amount of the
contribution that is deductible for federal
income tax purposes is limited to the
excess of any money (and the value of
any property other than money) contrib-
uted by the donor over the fair market
value of goods or services provided by
the charity, and

2) Provide the donor with a good faith es-
timate of the fair market value of the
goods or services that the donor re-
ceived.

The charity must furnish the statement in
connection with either the solicitation or the
receipt of the quid pro quo contribution. If the
disclosure statement is furnished in con-
nection with a particular solicitation, it is not
necessary for the organization to provide an-
other statement when it actually receives the
contribution.

No disclosure statement is required if any
of the following are true.

1) The goods or services given to a donor
have “insubstantial value” as described
in Revenue Procedure 90-12, in Cumu-
lative Bulletin 1990-1, and Revenue
Procedure 92-49, in Cumulative Bulletin
1992-1.

2) There is no donative element involved in
a particular transaction with a charity (for
example, there is generally no donative
element involved in a visitor's purchase
from a museum gift shop).

3) There is only an intangible religious
benefit provided to the donor. The in-
tangible religious benefit must be pro-
vided to the donor by an organization
organized exclusively for religious pur-
poses, and must be of a type that gen-
erally is not sold in a commercial trans-
action outside the donative context. For
example, a donor who for a payment is
granted admission to a religious cere-
mony for which there is no admission
charge is provided an intangible religious
benefit. A donor is not provided intangi-
ble religious benefits for payments made
for tuition for education leading to a re-
cognized degree, travel services, or
consumer goods.

4) The donor makes a payment of $75 or
less per year and receives only annual
membership benefits that consist of:

a) Any rights or privileges (other than
the right to purchase tickets for
college athletic events) that the
taxpayer can exercise often during
the membership period, such as
free or discounted admissions or
parking or preferred access to
goods or services, or

b) Admission to events that are open
only to members and the cost per
person of which is within the limits
for low cost articles described in
Revenue Procedure 90-12 (as ad-
justed for inflation).

Good faith estimate of fair market
value.  An organization may use any rea-
sonable method to estimate the fair market
value (FMV) of goods or services it provided
to a donor, as long as it applies the method
in good faith.

The organization may estimate the FMV
of goods or services that generally are not
commercially available by using the FMV of
similar or comparable goods or services.
Goods or services may be similar or compa-
rable even if they do not have the unique
qualities of the goods or services being val-
ued.

Example 1. A charity provides a one-hour
tennis lesson with a tennis professional for
the first $500 payment it receives. The tennis
professional provides one-hour lessons on a
commercial basis for $100. A good faith esti-
mate of the lesson's FMV is $100.

Example 2. For a payment of $50,000, a
museum allows a donor to hold a private
event in a room of the museum. A good faith
estimate of the FMV of the right to hold the
event in the museum can be made by using
the cost of renting a hotel ballroom with a
capacity, amenities, and atmosphere compa-
rable to the museum room, even though the
hotel ballroom lacks the unique art displayed
in the museum room. If the hotel ballroom
rents for $2,500, a good faith estimate of the
FMV of the right to hold the event in the mu-
seum is $2,500.

Example 3. For a payment of $1,000, a
charity provides an evening tour of a museum
conducted by a well-known artist. The artist
does not provide tours on a commercial basis.
Tours of the museum normally are free to the
public. A good faith estimate of the FMV of
the evening museum tour is $0 even though
it is conducted by the artist. 

Penalty for failure to disclose.  A penalty is
imposed on a charity that does not make the
required disclosure of a quid pro quo contri-
bution of more than $75. The penalty is $10
per contribution, not to exceed $5,000 per
fund-raising event or mailing. The charity can
avoid the penalty if it can show that the failure
was due to reasonable cause.

Acknowledgement of
Charitable Contributions
Over $250
A donor can deduct a charitable contribution
of $250 or more only if the donor has a written
acknowledgement from the charitable organ-
ization. The donor must get the acknowl-
edgement by the earlier of:

1) The date the donor files the original re-
turn for the year the contribution is made,
or

2) The due date, including extensions, for
filing the return.

The donor is responsible for requesting and
obtaining the written acknowledgement from
the donee.

Quid pro quo contribution. If the donee
provides goods or services to the donor in
exchange for the contribution (a quid pro quo
contribution), the acknowledgement must in-
clude a good faith estimate of the value of the
goods or services. See Disclosure of Quid
Pro Quo Contributions, earlier.

Form of acknowledgement. Although there
is no prescribed format for the written ac-
knowledgement, it must provide enough in-
formation to substantiate the amount of the
contribution. For more information, get IRS
Publication 1771, Charitable Contributions –
Substantiation and Disclosure Requirements.

Report of Cash
Received
An exempt organization that receives, in the
course of its activities, more than $10,000
cash in one transaction (or 2 or more related
transactions) that is not a charitable contri-
bution, must report the transaction to the IRS
on Form 8300 , Report of Cash Payments
Over $10,000 Received in a Trade or Busi-
ness.

Public Inspection of
Exemption
Applications and
Annual Returns
The following rules do not apply to private
foundations. Section 6104(d) describes the
public inspection rules for private foundations.

Annual return. An exempt organization must
make available for inspection, upon request,
a copy of its return (Form 990 or 990–EZ) for
the 3-year period starting with the filing date.
The organization need not disclose the
names of its contributors.

Exemption application. An exempt organ-
ization must also make available for public
inspection its application for tax-exempt sta-
tus (generally, Form 1023 or Form 1024). It
must also make available a copy of any pa-
pers submitted in support of the application
(with certain exceptions) and any letter or
other document issued by the IRS with re-
spect to the application. This applies for ap-
plications submitted on or after July 16, 1987,
or before that date if the organization had a
copy of the application on July 15, 1987.

Place and time. The annual returns and ex-
emption applications must be made available
at the organization's principal office during
regular business hours. If the organization
has one or more regional or district offices
with three or more employees, the annual
return and exemption application must be
available for inspection at these offices.

Furnishing of copies. An exempt organiza-
tion must provide a copy of its three most re-
cent annual returns and exemption applica-
tion to any individual who requests one in
person or in writing. If the individual made the
request in person, the copy must be provided
immediately. If the individual made the re-
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quest in writing, the copy must be provided
within 30 days. The organization can charge
only a reasonable fee for copying and mailing.

The organization does not have to provide
copies of these documents if, under regu-
lations:

1) It has made the documents widely
available, or

2) The Secretary of the Treasury has
found, upon the organization's request,
that the request for documents is part
of a harassment campaign and that
compliance with the request is not in the
public interest.

This requirement to provide copies applies
to requests made on or after the 60th day
after the regulations referred to in section
6104(e)(3) are issued. At the time this publi-
cation was being prepared for print, the reg-
ulations had not been issued. But organiza-
tions may voluntarily furnish copies before
then.

Penalty.  The penalty for willful failure to allow
public inspection of a return or exemption
application is $1,000 for each return or appli-
cation. For requests made on or after the 60th
day after the regulations referred to in section
6104(e)(3) are issued, the penalty increases
to $5,000 and also applies to a willful failure
to provide copies.

Required Disclosures
Certain exempt organizations must disclose
to the IRS or the public certain information
about their activities. Generally, an organiza-
tion discloses this information by entering it
on the appropriate lines of its annual return.
In addition, there are disclosure requirements
for:

���• Solicitation of nondeductible contribu-
tions,

���• Sales of information or services that are
available free from the government, and

���• Dues paid to the organization that are not
deductible because used for lobbying or
political activities.

Solicitation of
Nondeductible
Contributions 
Solicitations for contributions or other pay-
ments by certain exempt organizations (in-
cluding lobbying groups and political action
committees) must include a statement that
payments to those organizations are not
deductible as charitable contributions for fed-
eral income tax purposes. The statement
must be included in the fund-raising solicita-
tion and be conspicuous and easily recogni-
zable.

Organizations subject to requirements. An
organization must follow these disclosure re-
quirements if it is exempt under section
501(c), other than section 501(c)(1), or under
section 501(d), unless the organization is eli-
gible to receive tax deductible charitable

contributions under section 170(c). These re-
quirements must be followed by, among oth-
ers:

1) Social welfare organizations (section
501(c)(4)),

2) Labor unions (section 501(c)(5)),

3) Trade associations (section 501(c)(6)),

4) Social clubs (section 501(c)(7)),

5) Fraternal organizations (section
501(c)(8) and (10)) (however, fraternal
organizations described in section
170(c)(4) must follow these requirements
only for solicitations for funds that are to
be used for noncharitable purposes not
described in section 170(c)(4)),

6) Any political organization described in
section 527(e), including political cam-
paign committees and political action
committees, and

7) Any organization not eligible to receive
tax-deductible contributions if the organ-
ization or a predecessor organization
was, at any time during the 5-year period
ending on the date of the fund-raising
solicitation, an organization of the type
to which this disclosure requirement ap-
plies.

Fund-raising solicitation. This disclosure
requirement applies to a fund-raising solicita-
tion if all of the following are true.

1) The organization soliciting the funds
normally has gross receipts over
$100,000 per year.

2) The solicitation is part of a coordinated
fund-raising campaign that is soliciting
more than 10 persons during the year.

3) The solicitation is made in written form,
by television or radio, or by telephone.

Penalties.  Failure by an organization to
make the required statement will result in a
penalty of $1,000 for each day the failure oc-
curred, up to a maximum penalty of $10,000
for a calendar year. No penalty will be im-
posed if it is shown that the failure was due
to reasonable cause. If the failure was due to
intentional disregard of the requirements, the
penalty may be higher and is not subject to
a maximum amount.

Sales of Information or
Services Available Free
From Government
Certain organizations that sell to individuals
information or routine services that could be
readily obtained free (or for a nominal fee)
from the federal government must include a
statement that the information or service can
be so obtained. The statement must be made
in a conspicuous and easily recognized for-
mat when the organization makes an offer or
solicitation to sell the information or service.
Organizations affected are those exempt un-
der section 501(c) or (d) and political organ-
izations defined in section 527(e).

Penalty.  A penalty is provided for failure to
comply with this requirement if the failure is
due to intentional disregard of the require-
ment. The penalty is the greater of $1,000 for
each day the failure occurred, or 50% of the

total cost of all solicitations that were made
by the organization the same day that it fails
to meet the requirement.

Dues Used for Lobbying or
Political Activities 
Certain exempt organizations must notify
anyone paying dues to the organization
whether any part of the dues is not deductible
because it is related to lobbying or political
activities.

An organization must provide the notice if
it is exempt from tax under section 501(a) and
is one of the following:

1) A social welfare organization described
in section 501(c)(4) that is not a veterans
organization,

2) An agricultural or horticultural organiza-
tion described in section 501(c)(5), or

3) A business league, chamber of com-
merce, real estate board, or other or-
ganization described in section
501(c)(6).

However, an organization described in (1),
(2), or (3) does not have to provide the notice
if it establishes that substantially all the dues
paid to it are not deductible anyway or if cer-
tain other conditions are met. For more infor-
mation, see Revenue Procedure 95–35 in
Internal Revenue Cumulative Bulletin 1995–2.

 If the organization does not provide the
required notice, it may have to pay a tax that
is reported on Form 990–T. But the tax does
not apply to any amount on which the section
527 tax has been paid on Form 1120–POL.
See Return for Political Activity, earlier.

For more information about nondeductible
dues, see Deduction not allowed for dues
used for political or legislative activities on
page 41.

Miscellaneous Rules
Organizational changes and exempt sta-
tus.  If your exempt organization changes its
legal structure, such as from a trust to a
corporation, you must file a new exemption
application to establish that the new legal
entity qualifies for exemption. If your organ-
ization becomes inactive for a period of time
but does not cease being an entity under the
laws of the state in which it was formed, its
exemption will not be terminated. However,
unless you are covered by one of the filing
exceptions, you will have to continue to file
an annual information return during the period
of inactivity. If your organization has been
liquidated, dissolved, terminated, or sub-
stantially contracted,  you should file your
annual return of information by the 15th day
of the 5th month after the change and follow
the applicable instructions to the form.

If your organization amends its articles of
organization or its internal regulations (by-
laws), you should send a conformed copy of
these changes to the appropriate key District
Director. (An organization that is covered by
a group exemption letter should send two
copies of these changes.) If you did not give
the IRS a copy of the amendments previ-
ously, you may include it when you file Form
990 (or 990–EZ or Form 990–PF), if that re-
turn is required.
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Change in accounting period. The proce-
dures that an organization must follow to
change its accounting period differ for an in-
dividual organization and for a central organ-
ization that seeks a group change for its
subordinate organizations.

Individual organizations  that wish to
change annual accounting periods generally
need only file an information return for the
short period indicating that a change is being
made. However, if the organization has
changed its accounting period within the pre-
vious 10 years, it must file Form 1128, Appli-
cation to Adopt, Change, or Retain a Tax
Year. Form 1128 is attached to the short pe-
riod return. See Revenue Procedure 85–58.

Central organizations may obtain ap-
proval for a group change in annual account-
ing period for their subordinate organizations
on a group basis only by filing Form 1128 with
the Ogden Service Center. The address is
given on page 7 under Information Required
Annually. For more information, see Revenue
Procedure 76–10, as modified by Revenue
Procedure 79–3.

Form 1128  must be filed by the 15th day
of the 5th month following the close of the
short period. 

3.
Section
501(c)(3)
Organizations

Introduction
An organization may qualify for exemption
from federal income tax if it is organized and
operated exclusively for one or more of the
following purposes:

Charitable,

Religious,

Educational,

Scientific,

Literary,

Testing for public safety,

Fostering national or international amateur
sports competition (but only if none of its
activities involve providing athletic facilities
or equipment; however, see Amateur Ath-
letic Organizations, later in this chapter),
or

The prevention of cruelty to children or ani-
mals.

To qualify, the organization must be a
corporation, community chest, fund, or foun-
dation. A trust is a fund or foundation and will
qualify. However, an individual or a partner-
ship will not qualify.

Examples. Qualifying organizations include:

Nonprofit old age homes,

Parent-teacher associations,

Charitable hospitals or other charitable or-
ganizations,

Alumni associations,

Schools,

Chapters of the Red Cross or Salvation Army,

Boys' clubs, and

Churches.

Child care organizations. The term “ed-
ucational purposes” includes the providing of
care of children away from their homes if
substantially all the care provided is to enable
individuals (the parents) to be gainfully em-
ployed and the services are available to the
general public.

Instrumentalities. A state or municipal
instrumentality may qualify under section
501(c)(3) if it is organized as a separate entity
from the governmental unit that created it and
if it otherwise meets the organizational and
operational tests of section 501(c)(3). Exam-
ples of a qualifying instrumentality might in-
clude state schools, universities, or hospitals.
However, if an organization is an integral part
of the local government or possesses gov-
ernmental powers, it does not qualify for ex-
emption. A state or municipality itself does not
qualify for exemption.

Topics
This chapter discusses:

���• Contributions to 501(c)(3) organizations

���• Applications for recognition of exemption

���• Educational organizations and certain
other 501(c)(3) organizations

���• Private foundations and public charities

���•  Lobbying expenditures

Useful Items
You may want to see:

 Publications

m 1391 Deductibility of Payments Made to
Charities Conducting Fund-Raising
Events

m 578 Tax Information for Private Foun-
dations and Foundation Managers

Forms (and Instructions)

m 1023 Application for Recognition of Ex-
emption Under Section 501(c)(3) of the
Internal Revenue Code

m 8718 User Fee for Exempt Organization
Determination Letter Request

See chapter 5 for information about get-
ting these publications and forms.

Contributions
Contributions to domestic organizations de-
scribed in this chapter, except organizations
testing for public safety, are deductible as
charitable contributions on the donor's federal
income tax return.

Fund-raising events. If the donor re-
ceives something of value in return for the
contribution, a common occurrence with
fund-raising efforts, part or all of the contri-
bution may not be deductible. This may apply
to fund-raising activities such as charity balls,
bazaars, banquets, auctions, concerts, ath-
letic events, and solicitations for membership

or contributions when merchandise or bene-
fits are given in return for payment of a
specified minimum contribution.

If the donor receives or expects to receive
goods or services in return for a contribution
to your organization, the donor cannot deduct
any part of the contribution unless the donor
intends to, and does, make a payment greater
than the fair market value of the goods or
services. If a deduction is allowed, the donor
can deduct only the part of the contribution,
if any, that is more than the fair market value
of the goods or services received. You should
determine in advance the fair market value
of any goods or services to be given to con-
tributors and tell them when you publicize the
fund-raising event or solicit their contributions
how much is deductible and how much is for
the goods or services. See Disclosure of Quid
Pro Quo Contributions in chapter 2.

This topic is discussed in more detail in
Publication 1391, Deductibility of Payments
Made to Charities Conducting Fund-Raising
Events. You can ask the IRS to send you a
copy. See chapter 5.

Exemption application not filed. Donors
may not deduct any charitable contribution to
an organization that is required to apply for
recognition of exemption but has not done so.

Separate fund—contributions to which are
deductible. An organization that is exempt
from federal income tax other than as an or-
ganization described in section 501(c)(3)
may, if it desires, establish a fund, separate
and apart from its other funds, exclusively for
religious, charitable, scientific, literary, or ed-
ucational purposes, fostering national or
international amateur sports competition, or
for the prevention of cruelty to children or
animals.

If the fund is organized and operated ex-
clusively for these purposes, it may qualify for
exemption as an organization described in
section 501(c)(3), and contributions made to
it will be deductible as provided by section
170. A fund with these characteristics must
be organized in such a manner as to prohibit
the use of its funds upon dissolution, or oth-
erwise, for the general purposes of the or-
ganization creating it.

Application for
Recognition of
Exemption
This discussion describes certain information
to be provided upon application for recogni-
tion of exemption by all organizations created
for any of the purposes described earlier in
this chapter. For example, the application
must include a conformed copy of the organ-
ization's articles of incorporation, as dis-
cussed under Articles of Organization later in
this chapter. See the organization headings
that follow for specific information your or-
ganization may need to provide.

Form 1023. Your organization must file its
application for recognition of exemption on
Form 1023. See chapter 1 and the in-
structions accompanying Form 1023 for the
procedures to follow in applying. Some or-
ganizations are not required to file Form
1023. These are discussed later in this sec-
tion.
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Form 1023 and accompanying statements
must show that all of the following are true.

1) The organization is organized exclu-
sively for, and will be operated exclu-
sively for, one or more of the purposes
(charitable, religious, etc.) specified in
the introduction to this chapter.

2) No part of the organization's net
earnings will inure to the benefit of pri-
vate shareholders or individuals. You
must establish that your organization will
not be organized or operated for the
benefit of private interests, such as the
creator or the creator's family, share-
holders of the organization, other desig-
nated individuals, or persons controlled
directly or indirectly by such private in-
terests.

3) The organization will not, as a substan-
tial part of its activities, attempt to influ-
ence legislation (unless it elects to come
under the provisions allowing certain
lobbying expenditures) or participate to
any extent in a political campaign for or
against any candidate for public office.
See Political activity, next, and Lobbying
Expenditures, near the end of this
chapter.

Political activity.  If any of the activities
(whether or not substantial) of your organiza-
tion consist of participating in, or intervening
in, any political campaign on behalf of (or in
opposition to) any candidate for public office,
your organization will not qualify for tax-
exempt status under section 501(c)(3). Such
participation or intervention includes the pub-
lishing or distributing of statements.

Whether your organization is participating
or intervening, directly or indirectly, in any
political campaign on behalf of (or in oppo-
sition to) any candidate for public office de-
pends upon all of the facts and circumstances
of each case. Certain voter education activ-
ities or public forums conducted in a non-
partisan manner may not be prohibited poli-
tical activity under section 501(c)(3), while
other so-called voter education activities may
be prohibited.

If your organization is uncertain as to
the effect of its voter education activ-
ities, you should request a letter ruling

from the Internal Revenue Service. Send the
request to: 

Internal Revenue Service
Assistant Commissioner (Employee Plans
and Exempt Organizations)
Attention: CP:E:EO
P.O. Box 120, Ben Franklin Station
Washington, DC 20044

Effective date of exemption. Most organ-
izations described in this chapter that were
organized after October 9, 1969, will not be
treated as tax exempt unless they apply for
recognition of exemption by filing Form 1023.
These organizations will not be treated as tax
exempt for any period before they file Form
1023, unless they file the form within 15
months from the end of the month in which
they were organized. If the organization files
the application within this 15–month period,
the organization's exemption will be recog-
nized retroactively to the date it was organ-
ized. Otherwise, exemption will be recognized
only for the period after the IRS receives the
application. The date of receipt is the date of

the U.S. postmark on the cover in which an
exemption application is mailed or, if no
postmark appears on the cover, the date the
application is stamped as received by the
IRS.

Private delivery service. If a private de-
livery service designated by the IRS, rather
than the U.S. Postal Service, is used to de-
liver the application, the date of receipt is the
date recorded or marked by the private de-
livery service. At the time this publication was
printed, the following private delivery services
had been designated by the IRS:

���• Airborne Express (Airborne): Overnight
Air Express Service, Next Afternoon
Service, and Second Day Service

���• DHL Worldwide Express (DHL): DHL
“Same Day” Service and DHL USA
Overnight

���• Federal Express (FedEx): FedEx Priority
Overnight, FedEx Standard Overnight,
and FedEx 2Day

���• United Parcel Service (UPS): UPS Next
Day Air, UPS Next Day Air Saver, UPS
2nd Day Air, and UPS 2nd Day Air A.M.

Amendments to enabling instrument
required. If an organization is required to al-
ter its activities or to make substantive
amendments  to its enabling instrument, the
ruling or determination letter recognizing its
exempt status will be effective as of the date
the changes are made. If only a nonsub-
stantive amendment is made, exempt status
will be effective as of the date it was organ-
ized, if the application was filed within the
15-month period, or the date the application
was filed.

Extensions of time for filing. There are two
ways organizations seeking exemption can
receive an extension of time for filing Form
1023.

1) Automatic 12-month extension.  Or-
ganizations will receive an automatic 12-
month extension if they file an applica-
tion for recognition of exemption with the
IRS within 12 months of the original
deadline. To get this extension, an or-
ganization must add the following state-
ment at the top of its application: “Filed
Pursuant to Section 301.9100–2T.”

2) Discretionary extensions.  An organ-
ization that fails to file a Form 1023
within the extended 12-month period will
be granted an extension to file if it sub-
mits evidence to establish that:

a) It acted reasonably and in good
faith, and

b) Granting a discretionary extension
will not prejudice the interests of the
government. 

How to show reasonable action and
good faith. An organization acted reasonably
and showed good faith if at least one of the
following is true.

1) The organization filed its application be-
fore the IRS discovered its failure to file.

2) The organization inadvertently failed to
file because of events beyond its control.

3) The organization exercised reasonable
diligence but was not aware of the filing
requirement. To determine whether the
organization exercised reasonable dili-

gence, it is necessary to take into ac-
count the complexity of filing and the or-
ganization's experience in these matters.

4) The organization reasonably relied upon
the written advice of the IRS.

5) The organization relied upon the advice
of a qualified tax professional who failed
to file or advise the organization to file
Form 1023. An organization cannot rely
on the advice of a tax professional if it
knows or should know that he or she is
not competent to render advice on filing
exemption applications or is not aware
of all the relevant facts.

Not acting reasonably and in good
faith. An organization has not acted reason-
ably and in good faith if it chose not to file
after being informed of the requirement to file
and the consequences of failure to do so.
Furthermore, an organization has not acted
reasonably and in good faith if it used
hindsight to request an extension of time to
file. That is, if after the original deadline to file
passes, filing an application becomes advan-
tageous to an organization, the IRS will not
ordinarily grant an extension. To qualify for
an extension in this situation, the organization
must prove that its decision to file did not in-
volve hindsight.

Prejudicing the interest of the govern-
ment. Prejudice to the interest of the gov-
ernment results if granting an extension of
time to file to an organization results in a
lower total tax liability for the years to which
the filing applies than would have been the
case if the organization had filed on time.
Before granting an extension, the IRS may
require the organization requesting it to sub-
mit a statement from an independent auditor
certifying that no prejudice will result if the
extension is granted.

Procedure for requesting extension. To
request a discretionary extension, an organ-
ization must submit (to the IRS address
shown on Form 8718) the following:

���• A statement showing the date Form 1023
should have been filed and the date it
was actually filed.

���• An affidavit describing in detail the events
that led to the failure to apply and to the
discovery of that failure. If the organiza-
tion relied on a tax professional's advice,
the affidavit must describe the engage-
ment and responsibilities of the profes-
sional and the extent to which the or-
ganization relied on him or her.

���• All documents relevant to the election
application.

���• A dated declaration, signed by an indi-
vidual authorized to act for the organiza-
tion, that includes the following state-
ment: “Under penalties of perjury, I
declare that, to the best of my knowledge
and belief, the facts presented herein are
true, correct, and complete.” The individ-
ual who signs for the organization must
have personal knowledge of the facts and
circumstances at issue.

���• A detailed affidavit from individuals hav-
ing knowledge or information about the
events that led to the failure to make the
application and to the discovery of that
failure. These individuals include ac-
countants or attorneys knowledgeable in
tax matters who advised the organization
concerning the application. Any affidavit
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from a tax professional must describe the
engagement and responsibilities of the
professional as well as the advice that the
professional provided to the organization.
The affidavit must also include the name,
current address, and taxpayer identifica-
tion number of the individual making the
affidavit (the affiant). The affiant must
also forward with the affidavit a dated and
signed declaration that states: “Under the
penalties of perjury, I declare that, to the
best of my knowledge and belief, the
facts presented herein are true, correct,
and complete.”

More information. For more information
about these procedures, see sections
301.9100–1T, 2T, and 3T of the regulations.

Notification from IRS. Organizations filing
Form 1023 and satisfying all requirements of
section 501(c)(3) will be notified of their ex-
empt status in writing. 

Organizations Not Required
To File Form 1023
Some organizations are not required to file
Form 1023.

These include:

���• Churches, interchurch organizations of
local units of a church, conventions or
associations of churches, or integrated
auxiliaries of a church, such as a men's
or women's organization, religious
school, mission society, or youth group.

���• Any organization (other than a private
foundation) normally having annual gross
receipts of not more than $5,000 (see
Gross receipts test, later).

These organizations are exempt automat-
ically if they meet the requirements of section
501(c)(3).

Filing Form 1023 to establish exemption.
If the organization wants to establish its ex-
emption with the IRS and receive a ruling or
determination letter recognizing its exempt
status, it should file Form 1023. By estab-
lishing its exemption, potential contributors
are assured by the IRS that contributions will
be deductible. A subordinate organization
covered by a group exemption letter does not
have to submit a Form 1023 for itself.

Private foundations. See Private Foun-
dations and Public Charities, later in this
chapter, for more information about the addi-
tional notice required from an organization in
order for it not to be presumed to be a private
foundation and for the additional information
required from a private foundation claiming to
be an operating foundation.

Gross receipts test. For purposes of the
gross receipts test, an organization normally
does not have more than $5,000 annually in
gross receipts if:

1) During its first tax year the organization
received gross receipts of $7,500 or less,

2) During its first 2 years the organization
had a total of $12,000 or less in gross
receipts, and

3) In the case of an organization that has
been in existence for at least 3 years, the
total gross receipts received by the or-
ganization during the immediately pre-
ceding 2 years, plus the current year, are
$15,000 or less.

An organization with gross receipts more
than the amounts in the gross receipts test,
unless otherwise exempt from filing Form
1023, must file a Form 1023 within 90 days
after the end of the period in which the
amounts are exceeded. For example, an or-
ganization's gross receipts for its first tax year
were less than $7,500, but at the end of its
second tax year its gross receipts for the
2–year period were more than $12,000. The
organization must file Form 1023 within 90
days after the end of its second tax year.

If the organization had existed for at least
3 tax years and had met the gross receipts
test for all prior tax years but fails to meet the
requirement for the current tax year, its tax-
exempt status for the prior years will not be
lost even if Form 1023 is not filed within 90
days after the close of the current tax year.
However, the organization will not be treated
as a section 501(c)(3) organization for the
period beginning with the current tax year and
ending with the filing of Form 1023.

Example. An organization is organized
and operated exclusively for charitable pur-
poses and is not a private foundation. It was
incorporated on January 1, 1993, and files
returns on a calendar year basis. It did not file
a Form 1023. The organization's gross re-
ceipts during the years 1993 through 1996
were as follows:

The organization's total gross receipts for
1993, 1994, and 1995 were $6,900. There-
fore, it did not have to file Form 1023 and is
exempt for those years. However, for 1994,
1995, and 1996 the total gross receipts were
$15,900. Therefore, the organization must file
Form 1023 within 90 days after the end of its
1996 tax year. If it does not file within this time
period, it will not be exempt under section
501(c)(3) for the period beginning with tax
year 1996 and ending when the Form 1023
is received by the IRS. The organization,
however, will not lose its exempt status for the
tax years ending before January 1, 1996.

The IRS will consider applying the Com-
missioner's discretionary authority to extend
the time for filing Form 1023. See the proce-
dures for this extension discussed earlier.

Articles of
Organization
Your organization must include a conformed
copy of its articles of organization with the
application for recognition of exemption. This
may be its trust instrument, corporate charter,
articles of association, or any other written
instrument by which it is created.

Organizational Test
The articles of organization must limit the
organization's purposes to one or more of
those described at the beginning of this
chapter and must not expressly empower it
to engage, other than as an insubstantial part
of its activities, in activities that do not further
one or more of those purposes. These con-
ditions for exemption are referred to as the
organizational test.

Section 501(c)(3) is the provision of law
that grants exemption to the organizations

described in this chapter. Therefore, the or-
ganizational test may be met if the purposes
stated in the articles of organization are lim-
ited in some way by reference to section
501(c)(3).

The requirement that your organization's
purposes and powers must be limited by the
articles of organization is not satisfied if the
limit is contained only in the bylaws or other
rules or regulations. Moreover, the organ-
izational test is not satisfied by statements
of your organization's officers that you intend
to operate only for exempt purposes. Also,
the test is not satisfied by the fact that your
actual operations are for exempt purposes.

In interpreting an organization's articles,
the law of the state where the organization
was created is controlling. If an organization
contends that the terms of its articles have a
different meaning under state law than their
generally accepted meaning, such meaning
must be established by a clear and convinc-
ing reference to relevant court decisions,
opinions of the state attorney general, or
other appropriate state authorities.

The following are examples illustrating
the organizational test.

Example 1. Articles of organization state
that an organization is formed exclusively for
literary and scientific purposes within the
meaning of section 501(c)(3) of the Internal
Revenue Code. These articles appropriately
limit the organization's purposes. The organ-
ization meets the organizational test.

Example 2. An organization, by the terms
of its articles, is formed to engage in research
without any further description or limitation.
The organization will not be properly limited
as to its purposes since all research is not
scientific. The organization does not meet the
organizational test.

Example 3. An organization's articles
state that its purpose is to receive contribu-
tions and pay them over to organizations that
are described in section 501(c)(3) and exempt
from taxation under section 501(a). The or-
ganization meets the organizational test.

Example 4. If a stated purpose in the ar-
ticles is the conduct of a school of adult edu-
cation and its manner of operation is de-
scribed in detail, such a purpose will be
satisfactorily limited.

Example 5. If the articles state the or-
ganization is formed for charitable purposes,
without any further description, such lan-
guage ordinarily will be sufficient since the
term charitable has a generally accepted legal
meaning. On the other hand, if the purposes
are stated to be charitable, philanthropic, and
benevolent, the organizational requirement
will not be met since the terms philanthropic
and benevolent have no generally accepted
legal meaning and, therefore, the stated pur-
poses may, under the laws of the state, permit
activities that are broader than those intended
by the exemption law.

Example 6. If the articles state an organ-
ization is formed to promote American ideals,
or to foster the best interests of the people,
or to further the common welfare and well-
being of the community, without any limitation
or provision restricting such purposes to ac-
complishment only in a charitable manner, the
purposes will not be sufficiently limited. Such
purposes are vague and may be accom-
plished other than in an exempt manner.

1993 ........................................................... $3,600
1994 ........................................................... 2,900
1995 ........................................................... 400
1996 ........................................................... 12,600
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Example 7. A stated purpose to operate
a hospital does not meet the organizational
test since it is not necessarily charitable. A
hospital may or may not be exempt depend-
ing on the manner in which it is operated.

Example 8. An organization that is ex-
pressly empowered by its articles to carry on
social activities will not be sufficiently limited
as to its power, even if its articles state that
it is organized and will be operated exclu-
sively for charitable purposes.

Dedication and
Distribution of Assets
Assets of an organization must be perma-
nently dedicated  to an exempt purpose. This
means that should an organization dissolve,
its assets must be distributed for an exempt
purpose described in this chapter, or to the
federal government or to a state or local
government for a public purpose. If the assets
could be distributed to members or private
individuals or for any other purpose, the or-
ganizational test is not met.

Dedication. To establish that your organ-
ization's assets will be permanently dedicated
to an exempt purpose, the articles of organ-
ization should contain a provision insuring
their distribution for an exempt purpose in the
event of dissolution. Although reliance may
be placed upon state law to establish perma-
nent dedication of assets for exempt pur-
poses, your organization's application proba-
bly can be processed much more rapidly if its
articles of organization include a provision
insuring permanent dedication of assets for
exempt purposes.

Distribution.  Revenue Procedure 82–2,
1982–1 C.B. 367, identifies the states and
circumstances in which the IRS will not re-
quire an express provision for the distribution
of assets upon dissolution in the articles of
organization. The procedure also provides a
sample of an acceptable dissolution provision
for organizations required to have one.

If a named beneficiary  is to be the
distributee, it must be one that would qualify
and would be exempt within the meaning of
section 501(c)(3) at the time the dissolution
takes place. Since the named beneficiary at
the time of dissolution may not be qualified,
may not be in existence, or may be unwilling
or unable to accept the assets of the dissolv-
ing organization, a provision should be made
for distribution of the assets for one or more
of the purposes specified in this chapter in the
event of any such contingency.

Sample Articles
of Organization
The following are examples of a charter (Draft
A) and a declaration of trust (Draft B) that
contain the required information as to pur-
poses and powers of an organization and
disposition of its assets upon dissolution. You
should bear in mind that requirements for
these instruments may vary under applicable
state law.

See page 22 for the special provisions
required in a private foundation's governing
instrument in order for it to qualify for ex-
emption.

Draft A

Articles of Incorporation of  the under-
signed, a majority of whom are citizens of the
United States, desiring to form a Non-Profit
Corporation under the Non-Profit Corporation
Law of , do hereby certify:

First: The name of the Corporation shall
be .

Second: The place in this state where the
principal office of the Corporation is to be lo-
cated is the City of ,
County.

Third: Said corporation is organized ex-
clusively for charitable, religious, educational,
and scientific purposes, including, for such
purposes, the making of distributions to or-
ganizations that qualify as exempt organiza-
tions under section 501(c)(3) of the Internal
Revenue Code, or the corresponding section
of any future federal tax code.

Fourth: The names and addresses of the
persons who are the initial trustees of the
corporation are as follows:

Name  Address 
Fifth: No part of the net earnings of the

corporation shall inure to the benefit of, or be
distributable to its members, trustees, offi-
cers, or other private persons, except that the
corporation shall be authorized and em-
powered to pay reasonable compensation for
services rendered and to make payments and
distributions in furtherance of the purposes
set forth in Article Third hereof. No substantial
part of the activities of the corporation shall
be the carrying on of propaganda, or other-
wise attempting to influence legislation, and
the corporation shall not participate in, or in-
tervene in (including the publishing or distri-
bution of statements) any political campaign
on behalf of or in opposition to any candidate
for public office. Notwithstanding any other
provision of these articles, the corporation
shall not carry on any other activities not
permitted to be carried on (a) by a corporation
exempt from federal income tax under section
501(c)(3) of the Internal Revenue Code, or
the corresponding section of any future fed-
eral tax code, or (b) by a corporation, contri-
butions to which are deductible under section
170(c)(2) of the Internal Revenue Code, or
the corresponding section of any future fed-
eral tax code.

If reference to federal law in articles of in-
corporation imposes a limitation that is invalid
in your state, you may wish to substitute the
following for the last sentence of the preced-
ing paragraph: “Notwithstanding any other
provision of these articles, this corporation
shall not, except to an insubstantial degree,
engage in any activities or exercise any
powers that are not in furtherance of the pur-
poses of this corporation.”

Sixth: Upon the dissolution of the corpo-
ration, assets shall be distributed for one or
more exempt purposes within the meaning
of section 501(c)(3) of the Internal Revenue
Code, or the corresponding section of any
future federal tax code, or shall be distributed
to the federal government, or to a state or
local government, for a public purpose. Any
such assets not so disposed of shall be dis-
posed of by a Court of Competent Jurisdiction
of the county in which the principal office of
the corporation is then located, exclusively for
such purposes or to such organization or or-
ganizations, as said Court shall determine,
which are organized and operated exclusively
for such purposes.

In witness whereof, we have hereunto
subscribed our names this  day
of 19 .

Draft B
The  Charitable Trust. Declaration

of Trust made as of the  day of ,
19 , by , of ,
and , of , who hereby
declare and agree that they have received
this day from , as Donor, the sum
of Ten Dollars ($10) and that they will hold
and manage the same, and any additions to
it, in trust, as follows:

First: This trust shall be called “The
 Charitable Trust.”

Second: The trustees may receive and
accept property, whether real, personal, or
mixed, by way of gift, bequest, or devise, from
any person, firm, trust, or corporation, to be
held, administered, and disposed of in ac-
cordance with and pursuant to the provisions
of this Declaration of Trust; but no gift, be-
quest or devise of any such property shall be
received and accepted if it is conditioned or
limited in such manner as to require the dis-
position of the income or its principal to any
person or organization other than a “charita-
ble organization” or for other than “charitable
purposes” within the meaning of such terms
as defined in Article Third of this Declaration
of Trust, or as shall in the opinion of the
trustees, jeopardize the federal income tax
exemption of this trust pursuant to section
501(c)(3) of the Internal Revenue Code, or
the corresponding section of any future fed-
eral tax code.

Third: A. The principal and income of all
property received and accepted by the trus-
tees to be administered under this Declaration
of Trust shall be held in trust by them, and the
trustees may make payments or distributions
from income or principal, or both, to or for the
use of such charitable organizations, within
the meaning of that term as defined in para-
graph C, in such amounts and for such char-
itable purposes of the trust as the trustees
shall from time to time select and determine;
and the trustees may make payments or dis-
tributions from income or principal, or both,
directly for such charitable purposes, within
the meaning of that term as defined in para-
graph D, in such amounts as the trustees
shall from time to time select and determine
without making use of any other charitable
organization. The trustees may also make
payments or distributions of all or any part of
the income or principal to states, territories,
or possessions of the United States, any pol-
itical subdivision of any of the foregoing, or to
the United States or the District of Columbia
but only for charitable purposes within the
meaning of that term as defined in paragraph
D. Income or principal derived from contribu-
tions by corporations shall be distributed by
the trustees for use solely within the United
States or its possessions. No part of the net
earnings of this trust shall inure or be payable
to or for the benefit of any private shareholder
or individual, and no substantial part of the
activities of this trust shall be the carrying on
of propaganda, or otherwise attempting, to
influence legislation. No part of the activities
of this trust shall be the participation in, or
intervention in (including the publishing or
distributing of statements), any political cam-
paign on behalf of or in opposition to any
candidate for public office.

B. The trust shall continue forever unless
the trustees terminate it and distribute all of
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the principal and income, which action may
be taken by the trustees in their discretion at
any time. On such termination, assets shall
be distributed for one or more exempt pur-
poses within the meaning of section 501(c)(3)
of the Internal Revenue Code, or the corre-
sponding section of any future federal tax
code, or shall be distributed to the federal
government, or to a state or local govern-
ment, for a public purpose. The donor au-
thorizes and empowers the trustees to form
and organize a nonprofit corporation limited
to the uses and purposes provided for in this
Declaration of Trust, such corporation to be
organized under the laws of any state or un-
der the laws of the United States as may be
determined by the trustees; such corporation
when organized to have power to administer
and control the affairs and property and to
carry out the uses, objects, and purposes of
this trust. Upon the creation and organization
of such corporation, the trustees are author-
ized and empowered to convey, transfer, and
deliver to such corporation all the property
and assets to which this trust may be or be-
come entitled. The charter, bylaws, and other
provisions for the organization and manage-
ment of such corporation and its affairs and
property shall be such as the trustees shall
determine, consistent with the provisions of
this paragraph.

C. In this Declaration of Trust and in any
amendments to it, references to “charitable
organizations” or “charitable organization”
mean corporations, trusts, funds, foundations,
or community chests created or organized in
the United States or in any of its possessions,
whether under the laws of the United States,
any state or territory, the District of Columbia,
or any possession of the United States, or-
ganized and operated exclusively for charita-
ble purposes, no part of the net earnings of
which inures or is payable to or for the benefit
of any private shareholder or individual, and
no substantial part of the activities of which
is carrying on propaganda, or otherwise at-
tempting, to influence legislation, and which
do not participate in or intervene in (including
the publishing or distributing of statements)
any political campaign on behalf of or in op-
position to any candidate for public office. It
is intended that the organization described in
this paragraph C shall be entitled to ex-
emption from federal income tax under sec-
tion 501(c)(3) of the Internal Revenue Code,
or the corresponding section of any future
federal tax code.

D. In this Declaration of Trust and in any
amendments to it, the term “charitable pur-
poses” shall be limited to and shall include
only religious, charitable, scientific, literary,
or educational purposes within the meaning
of those terms as used in section 501(c)(3)
of the Internal Revenue Code, or the corre-
sponding section of any future federal tax
code, but only such purposes as also consti-
tute public charitable purposes under the law
of trusts of the State of .

Fourth: This Declaration of Trust may be
amended at any time or times by written in-
strument or instruments signed and sealed
by the trustees, and acknowledged by any of
the trustees, provided that no amendment
shall authorize the trustees to conduct the
affairs of this trust in any manner or for any
purpose contrary to the provisions of section
501(c)(3) of the Internal Revenue Code, or
the corresponding section of any future fed-
eral tax code. An amendment of the pro-
visions of this Article Fourth (or any amend-

ment to it) shall be valid only if and to the
extent that such amendment further restricts
the trustees' amending power. All instruments
amending this Declaration of Trust shall be
noted upon or kept attached to the executed
original of this Declaration of Trust held by the
trustees.

Fifth: Any trustee under this Declaration
of Trust may, by written instrument, signed
and acknowledged, resign his office. The
number of trustees shall be at all times not
less than two, and whenever for any reason
the number is reduced to one, there shall be,
and at any other time there may be, appointed
one or more additional trustees. Appoint-
ments shall be made by the trustee or trus-
tees for the time in office by written instru-
ments signed and acknowledged. Any
succeeding or additional trustee shall, upon
his acceptance of the office by written instru-
ment signed and acknowledged, have the
same powers, rights and duties, and the
same title to the trust estate jointly with the
surviving or remaining trustee or trustees as
if originally appointed.

None of the trustees shall be required to
furnish any bond or surety. None of them shall
be responsible or liable for the acts of omis-
sions of any other of the trustees or of any
predecessor or of a custodian, agent,
depositary or counsel selected with reason-
able care.

The one or more trustees, whether original
or successor, for the time being in office, shall
have full authority to act even though one or
more vacancies may exist. A trustee may, by
appropriate written instrument, delegate all
or any part of his powers to another or others
of the trustees for such periods and subject
to such conditions as such delegating trustee
may determine.

The trustees serving under this Declara-
tion of Trust are authorized to pay to them-
selves amounts for reasonable expenses in-
curred and reasonable compensation for
services rendered in the administration of this
trust, but in no event shall any trustee who
has made a contribution to this trust ever re-
ceive any compensation thereafter.

Sixth: In extension and not in limitation
of the common law and statutory powers of
trustees and other powers granted in this
Declaration of Trust, the trustees shall have
the following discretionary powers:

a) To invest and reinvest the principal and
income of the trust in such property, real,
personal, or mixed, and in such manner as
they shall deem proper, and from time to time
to change investments as they shall deem
advisable; to invest in or retain any stocks,
shares, bonds, notes, obligations, or personal
or real property (including without limitation
any interests in or obligations of any corpo-
ration, association, business trust, investment
trust, common trust fund, or investment com-
pany) although some or all of the property so
acquired or retained is of a kind or size which
but for this express authority would not be
considered proper and although all of the trust
funds are invested in the securities of one
company. No principal or income, however,
shall be loaned, directly or indirectly, to any
trustee or to anyone else, corporate or other-
wise, who has at any time made a contribu-
tion to this trust, nor to anyone except on the
basis of an adequate interest charge and with
adequate security.

b) To sell, lease, or exchange any per-
sonal, mixed, or real property, at public auc-
tion or by private contract, for such consider-

ation and on such terms as to credit or
otherwise, and to make such contracts and
enter into such undertakings relating to the
trust property, as they consider advisable,
whether or not such leases or contracts may
extend beyond the duration of the trust.

c) To borrow money for such periods, at
such rates of interest, and upon such terms
as the trustees consider advisable, and as
security for such loans to mortgage or pledge
any real or personal property with or without
power of sale; to acquire or hold any real or
personal property, subject to any mortgage
or pledge on or of property acquired or held
by this trust.

d) To execute and deliver deeds, assign-
ments, transfers, mortgages, pledges, leases,
covenants, contracts, promissory notes, re-
leases, and other instruments, sealed or un-
sealed, incident to any transaction in which
they engage.

e) To vote, to give proxies, to participate
in the reorganization, merger or consolidation
of any concern, or in the sale, lease, disposi-
tion, or distribution of its assets; to join with
other security holders in acting through a
committee, depositary, voting trustees, or
otherwise, and in this connection to delegate
authority to such committee, depositary, or
trustees and to deposit securities with them
or transfer securities to them; to pay assess-
ments levied on securities or to exercise
subscription rights in respect of securities.

f) To employ a bank or trust company as
custodian of any funds or securities and to
delegate to it such powers as they deem ap-
propriate; to hold trust property without indi-
cation of fiduciary capacity but only in the
name of a registered nominee, provided the
trust property is at all times identified as such
on the books of the trust; to keep any or all
of the trust property or funds in any place or
places in the United States of America; to
employ clerks, accountants, investment
counsel, investment agents, and any special
services, and to pay the reasonable com-
pensation and expenses of all such services
in addition to the compensation of the trus-
tees.

Seventh: The trustees' powers are
exercisable solely in the fiduciary capacity
consistent with and in furtherance of the
charitable purposes of this trust as specified
in Article Third and not otherwise.

Eighth: In this Declaration of Trust and
in any amendment to it, references to “trus-
tees” mean the one or more trustees, whether
original or successor, for the time being in
office.

Ninth: Any person may rely on a copy,
certified by a notary public, of the executed
original of this Declaration of Trust held by the
trustees, and of any of the notations on it and
writings attached to it, as fully as he might rely
on the original documents themselves. Any
such person may rely fully on any statements
of fact certified by anyone who appears from
such original documents or from such certified
copy to be a trustee under this Declaration
of Trust. No one dealing with the trustees
need inquire concerning the validity of any-
thing the trustees purport to do. No one
dealing with the trustees need see to the ap-
plication of anything paid or transferred to or
upon the order of the trustees of the trust.

Tenth: This Declaration of Trust is to be
governed in all respects by the laws of the
State of .

Trustee —
Trustee — 
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Educational
Organizations
and Private Schools
If your organization wants to obtain recogni-
tion of exemption as an educational organ-
ization, you must submit complete information
as to how your organization carries on or
plans to carry on its educational activities,
such as by conducting a school, by panels,
discussions, lectures, forums, radio and tele-
vision programs, or through various cultural
media such as museums, symphony orches-
tras, or art exhibits. In each instance, you
must explain by whom and where these ac-
tivities are or will be conducted and the
amount of admission fees, if any. You must
submit a copy of the pertinent contracts,
agreements, publications, programs, etc.

If you are organized to conduct a school,
you must submit full information regarding
your tuition charges, number of faculty mem-
bers, number of full-time and part-time stu-
dents enrolled, courses of study and degrees
conferred, together with a copy of your school
catalog. See also Private Schools, discussed
later. 

Educational Organizations
The term “educational” relates to:

1) The instruction or training of individuals
for the purpose of improving or develop-
ing their capabilities, or

2) The instruction of the public on subjects
useful to individuals and beneficial to the
community.

Advocacy of a position. Advocacy of a par-
ticular position or viewpoint may be educa-
tional if there is a sufficiently full and fair ex-
position of pertinent facts to permit an
individual or the public to form an independ-
ent opinion or conclusion. The mere presen-
tation of unsupported opinion is not educa-
tional.

Method not educational. The method
used by an organization to develop and
present its views is a factor in determining if
an organization qualifies as educational within
the meaning of section 501(c)(3). The follow-
ing factors may indicate that the method is
not educational:

1) The presentation of viewpoints unsup-
ported by facts is a significant part of the
organization's communications.

2) The facts that purport to support the
viewpoint are distorted.

3) The organization's presentations make
substantial use of inflammatory and
disparaging terms and express conclu-
sions more on the basis of emotion than
of objective evaluations.

4) The approach used is not aimed at de-
veloping an understanding on the part
of the audience because it does not
consider their background or training.

Exceptional circumstances, however, may
exist where an organization's advocacy may
be educational even if one or more of the
factors listed above are present.

Qualifying organizations. The following
types of organizations may qualify as educa-
tional:

1) An organization, such as a primary or
secondary school, a college, or a pro-
fessional or trade school, that has a
regularly scheduled curriculum, a regular
faculty, and a regularly enrolled student
body in attendance at a place where the
educational activities are regularly car-
ried on,

2) An organization whose activities consist
of conducting public discussion groups,
forums, panels, lectures, or other similar
programs,

3) An organization that presents a course
of instruction by correspondence or
through the use of television or radio,

4) A museum, zoo, planetarium, symphony
orchestra, or other similar organization,
and

5) A nonprofit day-care center.

College book stores, restaurants, etc. 
These and other on-campus organizations
should submit information to show that they
are controlled by and operate for the con-
venience of the faculty and student body or
by whom they are controlled and whom they
service.

Alumni association.  An alumni associ-
ation should establish that it is organized to
promote the welfare of the university with
which it is affiliated, is subject to the control
of the university as to its policies and desti-
nation of funds, and is operated as an integral
part of the university or is otherwise organized
to promote the welfare of the college or uni-
versity. If your association does not have
these characteristics, it may still be exempt
as a social club if it meets the requirements
described in chapter 4, under
501(c)(7)—Social and Recreation Clubs.

Athletic organization.  This type of or-
ganization must submit evidence that it is
engaged in activities such as directing and
controlling interscholastic athletic competi-
tions, conducting tournaments, and prescrib-
ing eligibility rules for contestants. If it is not
so engaged, your organization may be ex-
empt as a social club described in chapter 4.
Raising funds to be used for travel and other
activities to interview and persuade prospec-
tive students with outstanding athletic ability
to attend a particular university does not show
an exempt purpose. If your organization is not
exempt as an educational organization,  see
Amateur Athletic Organizations, later in this
chapter.

Private Schools
Every private school filing an application for
recognition of tax-exempt status must supply
the IRS (on Schedule B, Form 1023) with the
following information: 

1) The racial composition of the student
body, and of the faculty and administra-
tive staff, as of the current academic
year. (This information also must be
projected, so far as may be feasible, for
the next academic year.)

2) The amount of scholarship and loan
funds, if any, awarded to students en-
rolled and the racial composition of stu-
dents who have received the awards.

3) A list of the school's incorporators,
founders, board members, and donors
of land or buildings, whether individuals
or organizations.

4) A statement indicating whether any of
the organizations described in item (3)
above have an objective of maintaining
segregated public or private school edu-
cation at the time the application is filed
and, if so, whether any of the individuals
described in item (3) are officers or ac-
tive members of those organizations at
the time the application is filed.

5) The public school district and county in
which the school is located.

How to determine racial composition. The
racial composition of the student body, fac-
ulty, and administrative staff may be an esti-
mate based on the best information readily
available to the school, without requiring stu-
dent applicants, students, faculty, or admin-
istrative staff to submit to the school informa-
tion that the school otherwise does not
require. Nevertheless, a statement of the
method by which the racial composition was
determined must be supplied. The identity of
individual students or members of the faculty
and administrative staff should not be in-
cluded with this information.

A school that is a state or municipal
instrumentality (see Instrumentalities, near
the beginning of this chapter), whether or not
it qualifies for exemption under section
501(c)(3), is not considered to be a private
school for purposes of the following dis-
cussion.

Racially Nondiscriminatory Policy
To qualify as an organization exempt from
federal income tax, a private school must in-
clude a statement in its charter, bylaws, or
other governing instrument, or in a resolution
of its governing body, that it has a racially
nondiscriminatory policy as to students and
that it does not discriminate against appli-
cants and students on the basis of race, color,
or national or ethnic origin. Also, the school
must circulate information that clearly states
the school's admission policies. A racially
nondiscriminatory policy toward students
means that the school admits the students of
any race to all the rights, privileges, pro-
grams, and activities generally accorded or
made available to students at that school and
that the school does not discriminate on the
basis of race in administering its educational
policies, admission policies, scholarship and
loan programs, and athletic and other
school-administered programs.

The IRS considers discrimination on the
basis of race to include discrimination on the
basis of color or national or ethnic origin.

The existence of a racially discriminatory
policy with respect to the employment of
faculty and administrative staff is indicative
of a racially discriminatory policy as to stu-
dents. Conversely, the absence of racial dis-
crimination in the employment of faculty and
administrative staff is indicative of a racially
nondiscriminatory policy as to students.

A policy of a school that favors racial mi-
nority groups with respect to admissions,
facilities and programs, and financial assist-
ance is not discrimination on the basis of race
when the purpose and effect of this policy is
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to promote establishing and maintaining the
school's nondiscriminatory policy.

A school that selects students on the basis
of membership in a religious denomination
or unit is not discriminating if membership in
the denomination or unit is open to all on a
racially nondiscriminatory basis.

Policy statement. The school must include
a statement of its racially nondiscriminatory
policy in all its brochures and catalogs dealing
with student admissions, programs, and
scholarships. Also, the school must include a
reference to its racially nondiscriminatory
policy in other written advertising that it uses
to inform prospective students of its pro-
grams.

Publicity requirement. The school must
make its racially nondiscriminatory policy
known to all segments of the general com-
munity served by the school. Selective com-
munication of a racially nondiscriminatory
policy that a school provides solely to leaders
of racial groups will not be considered an ef-
fective means of communication to make the
policy known to all segments of the commu-
nity. To satisfy this requirement, the school
must use one of the following two methods.

Method one. The school may publish a
notice of its racially nondiscriminatory policy
in a newspaper of general circulation that
serves all racial segments of the community.
Such publication must be repeated at least
once annually during the period of the
school's solicitation for students or, in the
absence of a solicitation program, during the
school's registration period. When more than
one community is served by a school, the
school may publish the notice in those news-
papers that are reasonably likely to be read
by all racial segments in the communities that
the school serves. 

If this method is used, the notice must
meet the following printing requirements:

1) It must appear in a section of the news-
paper likely to be read by prospective
students and their families.

2) It must occupy at least 3 column inches.

3) It must have its title printed in at least
12 point bold face type.

4) It must have the remaining text printed
in at least 8 point type.

The following is an acceptable example
of the notice:

Method two. The school may use the
broadcast media to publicize its racially
nondiscriminatory policy if this use makes the
policy known to all segments of the general
community the school serves. If the school
uses this method, it must provide documen-
tation showing that the means by which this
policy was communicated to all segments of
the general community was reasonably ex-
pected to be effective. In this case, appropri-

ate documentation would include copies of
the tapes or scripts used and records showing
that there was an adequate number of an-
nouncements. The documentation also would
include proof that these announcements were
made during hours when they were likely to
be communicated to all segments of the
general community, that they were long
enough to convey the message clearly, and
that they were broadcast on radio or tele-
vision stations likely to be listened to by sub-
stantial numbers of members of all racial
segments of the general community. An-
nouncements must be made during the period
of the school's solicitation for students or, in
the absence of a solicitation program, during
the school's registration period.

Exceptions. The publicity requirements
will not apply in the following situations:

First,  if for the preceding 3 years the en-
rollment of a parochial or other church-related
school consists of students at least 75% of
whom are members of the sponsoring reli-
gious denomination or unit, the school may
make known its racially nondiscriminatory
policy in whatever newspapers or circulars
the religious denomination or unit uses in the
communities from which the students are
drawn. These newspapers and circulars may
be distributed by a particular religious de-
nomination or unit or by an association that
represents a number of religious organiza-
tions of the same denomination. If, however,
the school advertises in newspapers of gen-
eral circulation in the community or commu-
nities from which its students are drawn and
the second exception (discussed next) does
not apply to the school, then it must comply
with either of the publicity requirements ex-
plained earlier.

Second,  if a school customarily draws a
substantial percentage of its students nation-
wide, worldwide, from a large geographic
section or sections of the United States, or
from local communities, and if the school fol-
lows a racially nondiscriminatory policy as to
its students, the school may satisfy the pub-
licity requirement by complying with the in-
structions explained earlier under Policy
statement.

The school may demonstrate that it fol-
lows a racially nondiscriminatory policy either
by showing that it currently enrolls students
of racial minority groups in meaningful num-
bers or, except for local community schools,
when minority students are not enrolled in
meaningful numbers, that its promotional ac-
tivities and recruiting efforts in each ge-
ographic area were reasonably designed to
inform students of all racial segments in the
general communities within the area of the
availability of the school. The question as to
whether a school demonstrates such a policy
satisfactorily will be determined on the basis
of the facts and circumstances of each case.

The IRS recognizes that the failure by a
school drawing its students from local com-
munities to enroll racial minority group stu-
dents may not necessarily indicate the ab-
sence of a racially nondiscriminatory policy
when there are relatively few or no such stu-
dents in these communities. Actual enroll-
ment is, however, a meaningful indication of
a racially nondiscriminatory policy in a com-
munity in which a public school or schools
became subject to a desegregation order of
a federal court or are otherwise expressly
obligated to implement a desegregation plan
under the terms of any written contract or
other commitment to which any federal
agency was a party.

The IRS encourages schools to satisfy the
publicity requirement by using either of the
methods described earlier, even though a
school considers itself to be within one of the
Exceptions. The IRS believes that these
publicity requirements are the most effective
methods to make known a school's racially
nondiscriminatory policy. In this regard, it is
each school's responsibility to determine
whether either of the exceptions apply. Such
responsibility will prepare the school, if it is
audited by the IRS, to demonstrate that the
failure to publish its racially nondiscriminatory
policy in accordance with either one of the
publicity requirements was justified by one of
the exceptions. Also, a school must be pre-
pared to demonstrate that it has publicly dis-
avowed or repudiated any statements pur-
ported to have been made on its behalf (after
November 6, 1975) that are contrary to its
publicity of a racially nondiscriminatory policy
as to students, to the extent that the school
or its principal official was aware of these
statements.

Facilities and programs. A school must be
able to show that all of its programs and fa-
cilities are operated in a racially
nondiscriminatory manner.

Scholarship and loan programs.  As a
general rule, all scholarship or other compa-
rable benefits obtainable at the school must
be offered on a racially nondiscriminatory
basis. This must be known throughout the
general community being served by the
school and should be referred to in its pub-
licity. Financial assistance programs, as well
as scholarships and loans made under finan-
cial assistance programs, that favor members
of one or more racial minority groups and that
do not significantly detract from or are de-
signed to promote a school's racially
nondiscriminatory policy will not adversely
affect the school's exempt status.

Certification. An individual authorized to take
official action on behalf of a school that claims
to be racially nondiscriminatory as to students
must certify annually, under penalties of
perjury, on Schedule A (Form 990) or Form
5578, Annual Certification of Racial Nondis-
crimination for a Private School Exempt From
Federal Income Tax,  whichever applies, that
to the best of his or her knowledge and belief
the school has satisfied all requirements that
apply, as previously explained.

Failure to comply with the guidelines ordi-
narily will result in the proposed revocation
of the exempt status of a school.

RECORDS

Recordkeeping requirements. With
certain exceptions, given later, each
exempt private school must maintain

the following records for a minimum period
of 3 years, beginning with the year after the
year of compilation or acquisition:

1) Records indicating the racial composition
of the student body, faculty, and admin-
istrative staff for each academic year,

2) Records sufficient to document that
scholarship and other financial assist-
ance is awarded on a racially
nondiscriminatory basis,

3) Copies of all materials used by or on
behalf of the school to solicit contribu-
tions, and

4) Copies of all brochures, catalogs, and
advertising dealing with student admis-

NOTICE OF
NONDISCRIMINATORY POLICY
AS TO STUDENTS
The M School admits students of any race,
color, national and ethnic origin to all the
rights, privileges, programs, and activities
generally accorded or made available to stu-
dents at the school. It does not discriminate
on the basis of race, color, national and eth-
nic origin in administration of its educational
policies, admissions policies, scholarship and
loan programs, and athletic and other
school-administered programs.
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sions, programs, and scholarships.
(Schools advertising nationally or in a
large geographic segment or segments
of the United States need only maintain
a record sufficient to indicate when and
in what publications their advertisements
were placed.)

The racial composition of the student
body, faculty, and administrative staff may be
determined in the same manner as that de-
scribed at the beginning of this section.
However, a school may not discontinue
maintaining a system of records that reflects
the racial composition of its students, faculty,
and administrative staff used on November
6, 1975, unless it substitutes a different sys-
tem that compiles substantially the same in-
formation, without advance approval of the
IRS.

The IRS does not require that a school
release any personally identifiable records or
personal information except in accordance
with the requirements of the Family Educa-
tional Rights and Privacy Act of 1974. Simi-
larly, the IRS does not require a school to
keep records prohibited under state or federal
law.

Exceptions. The school does not have to
independently maintain these records for IRS
use if both of the following are true.

1) Substantially the same information has
been included in a report or reports filed
with an agency or agencies of federal,
state, or local governments, and this in-
formation is current within 1 year.

2) The school maintains copies of these
reports from which this information is
readily obtainable.

If these reports do not include all of the in-
formation required, as discussed earlier, re-
cords providing such remaining information
must be maintained by the school for IRS use.

Failure to maintain records. Failure to
maintain or to produce the required records
and information, upon proper request, will
create a presumption that the organization
has failed to comply with these guidelines.

Organizations
Providing Insurance 
An organization described in section
501(c)(3) or (4) may be exempt from tax only
if no substantial part of its activities consist
of providing commercial-type insurance.

However, this rule does not apply to
state-sponsored organizations described in
sections 501(c)(26) or 501(c)(27), which are
discussed in chapter 4, or to charitable risk
pools, discussed next.

Charitable Risk Pools 
A charitable risk pool is treated as organized
and operated exclusively for charitable pur-
poses.

A charitable risk pool is an organization
that:

1) Is organized and operated only to pool
insurable risks of its members (not in-
cluding risks related to medical mal-

practice) and to provide information to its
members about loss control and risk
management,

2) Consists only of members that are sec-
tion 501(c)(3) organizations exempt from
tax under section 501(a), 

3) Is organized under state law authorizing
this type of risk pooling,

4) Is exempt from state income tax (or will
be after qualifying as a section 501(c)(3)
organization),

5) Has obtained at least $1,000,000 in
startup capital from nonmember charita-
ble organizations,

6) Is controlled by a board of directors
elected by its members, and

7) Is organized under documents requiring
that:

a) Each member be a section
501(c)(3) organization exempt from
tax under section 501(a),

b) Each member that receives a final
determination that it no longer
qualifies under section 501(c)(3)
notify the pool immediately, and

c) Each insurance policy issued by the
pool provide that it will not cover
events occurring after a final deter-
mination described in (b).

Other 501(c)(3)
Organizations
In addition to the information required for all
organizations, as described earlier, you
should include any other information de-
scribed in this section.

Charitable Organizations
If your organization is applying for recognition
of exemption as a charitable organization, it
must show that it is organized and operated
for purposes that are beneficial to the public
interest. Some examples of this type of or-
ganization are those organized for:

���• Relief of the poor, the distressed, or the
underprivileged,

���• Advancement of religion,

���• Advancement of education or science,

���• Erection or maintenance of public
buildings, monuments, or works,

���• Lessening the burdens of government,

���• Lessening of neighborhood tensions,

���• Elimination of prejudice and discrimi-
nation,

���• Defense of human and civil rights se-
cured by law, and

���• Combating community deterioration and
juvenile delinquency.

The rest of this section contains a description
of the information to be provided by certain
specific organizations. This information is in
addition to the “required inclusions” described
in chapter 1, and other statements requested
on Form 1023. Each of the following organ-
izations must submit the information de-
scribed.

Charitable organization supporting edu-
cation. Submit information showing how your
organization supports education — for exam-
ple, contributes to an existing educational in-
stitution, endows a professorial chair, con-
tributes toward paying teachers' salaries, or
contributes to an educational institution to
enable it to carry on research. 

Scholarships.  If the organization awards
or plans to award scholarships, complete
Schedule H of Form 1023. Submit the fol-
lowing:

1) Criteria used for selecting recipients, in-
cluding the rules of eligibility,

2) How and by whom the recipients are or
will be selected,

3) If awards are or will be made directly to
individuals, whether information is re-
quired assuring that the student remains
in school,

4) If awards are or will be made to recipi-
ents of a particular class, for example,
children of employees of a particular
employer—

a) Whether any preference is or will
be accorded an applicant by reason
of the parent's position, length of
employment, or salary,

b) Whether as a condition of the award
the recipient must upon graduation
accept employment with the com-
pany, and

c) Whether the award will be contin-
ued even if the parent's employ-
ment ends, and

5) A copy of the scholarship application
form and any brochures or literature de-
scribing the scholarship program.

Hospital.  If you are organized to operate a
charitable hospital, complete and attach Sec-
tion I of Schedule C, Form 1023.

If your hospital was transferred to you
from proprietary ownership, complete and at-
tach Schedule I of Form 1023. You must at-
tach a list showing:

1) The names of the active and courtesy
staff members of the proprietary hospital,
as well as the names of your medical
staff members after the transfer to
nonprofit ownership, and

2) The names of any doctors who contin-
ued to lease office space in the hospital
after its transfer to nonprofit ownership
and the amount of rent paid. Submit an
appraisal showing the fair rental value
of the rented space.

Clinic. If you are organized to operate a
clinic, attach a statement including:

1) A description of the facilities and ser-
vices,

2) To whom the services are offered, such
as the public at large or a specific group,

3) How charges are determined, such as
on a profit basis, to recover costs, or at
less than cost,

4) By whom administered and controlled,

5) Whether any of the professional staff
(that is, those who perform or will per-
form the clinical services) also serve or
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will serve in an administrative capacity,
and

6) How compensation paid the professional
staff is or will be determined.

Home for the aged. If you are organized to
operate a home for the aged, complete and
attach Schedule F of Form 1023. Explain on
Schedule F:

1) How charges are or will be determined,
such as on a profit basis, to recover
costs, or at less than cost, and whether
the charges are based on providing ser-
vice at the lowest feasible cost to the
residents,

2) Whether all residents are or will be re-
quired to pay fees,

3) Whether any residents are or will be ac-
cepted at lower rates or entirely without
pay and, if so, how many, and

4) Whether federal mortgage financing has
been applied for and if so, the type.

Community nursing bureau.  If you provide
a nursing register or community nursing bu-
reau, provide information showing that your
organization will be operated as a community
project and will receive its primary support
from public contributions to maintain a
nonprofit register of qualified nursing person-
nel, including graduate nurses, unregistered
nursing school graduates, licensed attendants
and practical nurses for the benefit of hospi-
tals, health agencies, doctors, and individ-
uals.

Organization providing loans. If you make
or will make loans for charitable and educa-
tional purposes, submit the following infor-
mation:

1) An explanation of the circumstances un-
der which such loans are or will be
made,

2) Criteria for selection, including the rules
of eligibility,

3) How and by whom the recipients are or
will be selected,

4) Manner of repayment of the loan,

5) Security required, if any,

6) Interest charged, if any, and when pay-
able, and

7) Copies in duplicate of the loan applica-
tion and any brochures or literature de-
scribing the loan program.

Public interest law firms. If your organiza-
tion was formed to litigate in the public inter-
est (as opposed to providing legal services to
the poor), such as in the area of protection
of the environment, you should submit the
following information:

1) How the litigation can reasonably be said
to be representative of a broad public
interest rather than a private one,

2) Whether the organization will accept
fees for its services,

3) A description of the cases litigated or to
be litigated and how they benefit the
public generally,

4) Whether the policies and program of the
organization are the responsibility of a

board or committee representative of the
public interest, which is not controlled by
employees or persons who litigate on
behalf of the organization nor by any
organization that is not itself an organ-
ization described in this chapter,

5) Whether the organization is operated,
through sharing of office space or other-
wise, in a way to create identification or
confusion with a particular private law
firm, and

6) Whether there is an arrangement to
provide, directly or indirectly, a deduction
for the cost of litigation that is for the
private benefit of the donor.

Acceptance of attorneys' fees. A
nonprofit public interest law firm can accept
attorneys' fees in public interest cases if the
fees are paid directly by its clients and the
fees are not more than the actual costs in-
curred in the case. Once undertaking a rep-
resentation, the organization cannot withdraw
from the case because the litigant is unable
to pay the fee.

Firms can accept fees awarded or ap-
proved by a court or an administrative
agency and paid by an opposing party if the
firms do not use the likelihood or probability
of fee awards as a consideration in the se-
lection of cases. All fee awards must be paid
to the organization and not to its individual
staff attorneys. Instead, a public interest law
firm can reasonably compensate its staff at-
torneys, but only on a straight salary basis.
Private attorneys, whose services are re-
tained by the firm to assist it in particular
cases, can be compensated by the firm, but
only on a fixed fee or salary basis.

The total amount of all attorneys' fees
(court awarded and those received from cli-
ents) must not be more than 50% of the total
cost of operations of the organization's legal
functions, calculated over a 5-year period.

If, in order to carry out its program, an or-
ganization violates applicable canons of eth-
ics, disrupts the judicial system, or engages
in any illegal action, the organization will
jeopardize its exemption.

Religious Organizations
To determine whether an organization meets
the religious purposes test of section
501(c)(3), the IRS maintains two basic
guidelines:

1) That the particular religious beliefs of the
organization are truly and sincerely held,
and

2) That the practices and rituals associated
with the organization's religious belief or
creed are not illegal or contrary to clearly
defined public policy.

Hence, your group (or organization) may not
qualify for treatment as an exempt religious
organization for tax purposes if its actions, as
contrasted with its beliefs, are contrary to well
established and clearly defined public policy.
If there is a clear showing that the beliefs (or
doctrines) are sincerely held by those pro-
fessing them, the IRS will not question the
religious nature of those beliefs.

Churches.  Although a church, its integrated
auxiliaries, or a convention or association of
churches is not required to file Form 1023 to
be exempt from federal income tax or to re-
ceive tax deductible contributions, the organ-

ization may find it advantageous to obtain
recognition of exemption. In this event, you
should submit information showing that your
organization is a church, synagogue, associ-
ation or convention of churches, religious or-
der, or religious organization that is an inte-
gral part of a church, and that it is engaged
in carrying out the function of a church.

In determining whether an admittedly reli-
gious organization is also a church, the IRS
does not accept any and every assertion that
the organization is a church. Because beliefs
and practices vary so widely, there is no sin-
gle definition of the word “church” for tax
purposes. The IRS considers the facts and
circumstances of each organization applying
for church status.

Integrated auxiliaries. An organization
is an integrated auxiliary of a church if all the
following are true.

1) The organization is described both in
sections 501(c)(3) and 509(a)(1), (2), or
(3).

2) It is affiliated with a church or a conven-
tion or association of churches.

3) It is internally supported. An organization
is internally supported unless both of the
following are true.

a) It offers admissions, goods, ser-
vices or facilities for sale, other than
on an incidental basis, to the gen-
eral public (except goods, services,
or facilities sold at a nominal charge
or for a small part of the cost), and

b) It normally gets more than 50% of
its support from a combination of
governmental sources, public solic-
itation of contributions, and receipts
from the sale of admissions, goods,
performance of services, or fur-
nishing of facilities in activities that
are not unrelated trades or busi-
nesses.

Special rule. Men's and women's organ-
izations, seminaries, mission societies, and
youth groups that satisfy (1) and (2) above
are integrated auxiliaries of a church even if
they are not internally supported.

Note. In order for an organization (includ-
ing a church and religious organization) to
qualify for tax exemption, no part of its net
earnings may inure to the benefit of any indi-
vidual.

Although an individual is entitled to a
charitable deduction for contributions to a
church, the assignment or similar transfer of
compensation for personal services to a
church generally does not relieve a taxpayer
of federal income tax liability on the compen-
sation, regardless of the motivation behind
the transfer. 

Scientific Organizations
You must show that your organization's re-
search will be carried on in the public interest.
Scientific research will be considered to be in
the public interest if the results of the research
(including any patents, copyrights, processes,
or formulas) are made available to the public
on a nondiscriminatory basis; if the research
is performed for the United States or a state,
county, or municipal government; or if the re-
search is carried on for one of the following
purposes:
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1) Aiding in the scientific education of col-
lege or university students,

2) Obtaining scientific information that is
published in a treatise, thesis, trade
publication, or in any other form that is
available to the interested public,

3) Discovering a cure for a disease, or

4) Aiding a community or geographical area
by attracting new industry to the com-
munity or area, or by encouraging the
development or retention of an industry
in the community or area.

Scientific research, for exemption pur-
poses, does not include activities of a type
ordinarily incidental to commercial or indus-
trial operations as, for example, the ordinary
inspection or testing of materials or products,
or the designing or constructing of equipment,
buildings, etc.

If you engage or plan to engage in re-
search, submit the following:

1) An explanation of the nature of the re-
search,

2) A brief description of research projects
completed or presently being engaged
in,

3) How and by whom research projects are
determined and selected,

4) Whether you have, or contemplate, con-
tracted or sponsored research and, if so,
names of past sponsors or grantors,
terms of grants or contracts, together
with copies of any executed contracts
or grants,

5) Disposition made or to be made of the
results of your research, including
whether preference has been or will be
given to any organization or individual
either as to results or time of release,

6) Who will retain ownership or control of
any patents, copyrights, processes or
formulas resulting from your research,
and

7) A copy of publications or other media
showing reports of your research activ-
ities. Only reports of your research ac-
tivities or those conducted in your behalf,
as distinguished from those of your cre-
ators or members conducted in their in-
dividual capacities, should be submitted.

Literary Organizations
If your organization is established to operate
a book store or engage in publishing activities
of any nature (printing, publication, or distri-
bution of your own material or that printed or
published by others and distributed by you),
explain fully the nature of the operations, in-
cluding whether sales are or will be made to
the general public, the type of literature in-
volved, and how these activities are related
to your stated purposes.

Amateur Athletic
Organizations
There are two types of amateur athletic or-
ganizations that can qualify for tax-exempt
status. The first type is an organization that
fosters national or international amateur

sports competition but only if none of its ac-
tivities involve providing athletic facilities or
equipment. The second type is a Qualified
amateur sports organization (discussed be-
low). The difference is that a qualified ama-
teur sports organization may provide athletic
facilities and equipment.

Donations to either amateur athletic or-
ganization are deductible as charitable con-
tributions on the donor's federal income tax
return. However, no deduction is allowed if
there is a direct personal benefit to the donor
or any other person other than the organiza-
tion.

Qualified amateur sports organization. An
organization will be a qualified amateur sports
organization if it is organized and operated—

1) Exclusively to foster national or interna-
tional amateur sports competition, and

2) Primarily to conduct national or interna-
tional competition in sports or to support
and develop amateur athletes for that
competition.

The organization's membership may be local
or regional in nature.

Prevention of Cruelty
to Children or Animals
Examples of activities that may qualify this
type of organization for exempt status are:

1) Preventing children from working in
hazardous trades or occupations,

2) Promoting high standards of care for
laboratory animals, and

3) Providing funds to pet owners to have
their pets spayed or neutered to prevent
overbreeding.

Private Foundations
and Public Charities
It is important that you determine if your or-
ganization is a private foundation. Most or-
ganizations exempt from income tax (as or-
ganizations described in section 501(c)(3))
are presumed to be private foundations un-
less they notify the Internal Revenue Service
within a specified period of time that they are
not. This notice requirement applies to most
section 501(c)(3) organizations regardless of
when they were formed.

Private Foundations
Every organization that qualifies for tax ex-
emption as an organization described in sec-
tion 501(c)(3) is a private foundation unless
it falls into one of the categories specifically
excluded from the definition of that term (re-
ferred to in section 509(a)(1), (2), (3), or (4)).
In effect, the definition divides these organ-
izations into two classes namely, private
foundations and public charities. Public
charities are discussed later.

Organizations that fall into the excluded
categories are generally those that either
have broad public support or actively function
in a supporting relationship to those organ-
izations. Organizations that test for public
safety also are excluded.

Notice to IRS. Even if an organization falls
within one of the categories excluded from the
definition of private foundation, it will be pre-
sumed to be a private foundation, with some
exceptions, unless it gives timely notice to the
IRS that it is not a private foundation. This
notice requirement applies to an organization
regardless of when it was organized. The only
exceptions to this requirement are those or-
ganizations that are excepted from the re-
quirement of filing Form 1023 as discussed
earlier under Organizations Not Required To
File Form 1023.

When to file notice. If an organization
has to file the notice, it must do so within 15
months from the end of the month in which it
was organized.

If your organization is newly applying for
recognition of exemption as an organization
described in this chapter (a section 501(c)(3)
organization) and you wish to establish that
your organization is a public charity rather
than a private foundation, you must complete
the applicable lines of Part III of your ex-
emption application (Form 1023). An exten-
sion of time for filing this application may be
granted by the IRS if your request is timely
and you demonstrate that additional time is
needed. See Application for Recognition of
Exemption, earlier in this chapter, for more
information.

In determining the date on which a cor-
poration is organized for purposes of applying
for recognition of section 501(c)(3) status, the
IRS looks to the date the corporation came
into existence under the law of the state in
which it is incorporated. For example, where
state law provides that existence of a corpo-
ration begins on the date its articles are filed
by a certain state official in the appropriate
state office, the corporation is considered or-
ganized on that date. Later nonsubstantive
amendments to the enabling instrument will
not change the date of organization, for pur-
poses of the notice requirement.

Notice filed late. An organization that
states it is a private foundation when it files
its application for recognition of exemption
after the 15–month period will be treated as
a section 501(c)(3) organization and as a
private foundation only from the date it files
its application.

An organization that states it is a publicly
supported charity when it files its application
for recognition of exemption after the
15–month period cannot be treated as a
section 501(c)(3) organization before the date
it files the application. Financial support re-
ceived before that date may not be used for
purposes of determining whether the organ-
ization is publicly supported. However, an or-
ganization that can reasonably be expected
to meet the support requirements (discussed
later under Public Charities) can obtain an
advance ruling from the IRS that it is a pub-
licly supported organization.

Excise taxes on private foundations. There
is an excise tax on the net investment income
of most domestic private foundations. This tax
must be reported on Form 990–PF and must
be paid annually at the time for filing that re-
turn or in quarterly estimated tax payments if
the total tax for the year is $500 or more. In
addition, there are several other rules that
apply. These include:

1) Restrictions on self-dealing between pri-
vate foundations and their substantial
contributors and other disqualified per-
sons,
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2) Requirements that the foundation annu-
ally distribute income for charitable pur-
poses,

3) Limits on their holdings in private busi-
nesses,

4) Provisions that investments must not
jeopardize the carrying out of exempt
purposes, and

5) Provisions to assure that expenditures
further exempt purposes.

Violations of these provisions give rise to
taxes and penalties against the private foun-
dation and, in some cases, its managers, its
substantial contributors, and certain related
persons.

Governing instrument. A private foundation
cannot be tax exempt nor will contributions to
it be deductible as charitable contributions
unless its governing instrument contains
special provisions in addition to those that
apply to all organizations described in section
501(c)(3).

Sample governing instruments. The
following samples of governing instrument
provisions illustrate the special charter re-
quirements that apply to private foundations.
Draft A is a sample of provisions in articles
of incorporation; Draft B, a trust indenture.

Draft A

General

1) The corporation will distribute its income
for each tax year at a time and in a
manner as not to become subject to the
tax on undistributed income imposed by
section 4942 of the Internal Revenue
Code, or the corresponding section of
any future federal tax code.

2) The corporation will not engage in any
act of self-dealing as defined in section
4941(d) of the Internal Revenue Code,
or the corresponding section of any fu-
ture federal tax code.

3) The corporation will not retain any ex-
cess business holdings as defined in
section 4943(c) of the Internal Revenue
Code, or the corresponding section of
any future federal tax code.

4) The corporation will not make any in-
vestments in a manner as to subject it
to tax under section 4944 of the Internal
Revenue Code, or the corresponding
section of any future federal tax code.

5) The corporation will not make any taxa-
ble expenditures as defined in section
4945(d) of the Internal Revenue Code,
or the corresponding section of any fu-
ture federal tax code.

Draft B
Any other provisions of this instrument
notwithstanding, the trustees shall distribute
its income for each tax year at a time and in
a manner as not to become subject to the tax
on undistributed income imposed by section
4942 of the Internal Revenue Code, or the
corresponding section of any future federal
tax code.

Any other provisions of this instrument
notwithstanding, the trustees will not engage

in any act of self-dealing as defined in section
4941(d) of the Internal Revenue Code, or the
corresponding section of any future federal
tax code; nor retain any excess business
holdings as defined in section 4943(c) of the
Internal Revenue Code, or the corresponding
section of any future federal tax code; nor
make any investments in a manner as to incur
tax liability under section 4944 of the Internal
Revenue Code, or the corresponding section
of any future federal tax code; nor make any
taxable expenditures as defined in section
4945 (d) of the Internal Revenue Code, or the
corresponding section of any future federal
tax code.

Effect of state law. A private foundation's
governing instrument will be considered to
meet these charter requirements if valid pro-
visions of state law have been enacted that:

1) Require it to act or refrain from acting so
as not to subject the foundation to the
taxes imposed on prohibited trans-
actions, or

2) Treat the required provisions as con-
tained in the foundation's governing in-
strument.

The IRS has published a list of states with
this type of law. The list is in Revenue Ruling
75–38 (or later update).

Public Charities
A private foundation is any organization de-
scribed in section 501(c)(3), unless it falls into
one of the categories specifically excluded
from the definition of that term in section
509(a), which lists four basic categories of
exclusions. These categories are discussed
under the “Section 509(a)” headings that fol-
low this introduction.

If your organization falls into one of these
categories, it is not a private foundation and
you should state this in Part III of your appli-
cation for recognition of exemption (Form
1023).

If your organization does not fall into one
of these categories, it is a private foundation
and is subject to the applicable rules and re-
strictions until it terminates its private foun-
dation status. Some private foundations also
qualify as private operating foundations;
these are discussed near the end of this
chapter.

Generally speaking, a large class of or-
ganizations excluded under section 509(a)(1)
and all organizations excluded under section
509(a)(2) depend upon a support test. This
test is used to assure a minimum percentage
of broad-based public support in the organ-
ization's total support pattern. Thus, in the
following discussions, when the one-third
support test (see Qualifying As Publicly
Supported later) is referred to, it means the
following fraction normally must equal at least
one-third:

Including items of support in qualifying sup-
port (the numerator of the fraction) or ex-
cluding items of support from total support
(the denominator of the fraction) may decide
whether an organization is excluded from the
definition of a private foundation, and thus

from the liability for certain excise taxes. So
it is very important to classify items of support
correctly.

Excise tax on excess benefits.  A person
who receives a benefit from a section
501(c)(3) or 501(c)(4) organization may have
to pay an excise tax. A manager of the or-
ganization may also have to pay an excise
tax. These taxes are reported on Form
4720.

The excise taxes are imposed if all of the
following are true.

1) The organization provides an excess
benefit to a disqualified person .

2) The organization is not a private foun-
dation.

3) The organization either:

a) Is an exempt organization that
(without regard to any excess ben-
efit) would be described in section
501(c)(3) or 501(c)(4), or

b) Was an organization described in
(a) at any time during the 5–year
period ending on the date of the
excess benefit transaction.

Excess benefit. An excess benefit is an
economic benefit that has more value than
the value of the consideration, including ser-
vices, received by the organization providing
the benefit. An economic benefit is not treated
as consideration for services unless the or-
ganization clearly showed its intent to treat
the benefit in that way.

Disqualified person.  A disqualified per-
son is any of the following:

1) A person who was in a position to exer-
cise substantial influence over the affairs
of the organization at any time during the
5–year period ending on the date of the
excess benefit transaction,

2) A member of the family of an individual
described in (1), or

3) Certain organizations controlled by per-
sons described in (1) or (2).

More information. For more information,
see the instructions to Forms 990 and 4720.

Organizations that are not private founda-
tions. The following kinds of organizations
are excluded from the definition of a private
foundation.

Section 509(a)(1) Organizations
Section 509(a)(1) organizations include:

1) A church or a convention or association
of churches,

2) An educational organization such as a
school or college,

3) A hospital or medical research organ-
ization operated in conjunction with a
hospital,

4) Endowment funds operated for the ben-
efit of certain state and municipal col-
leges and universities,

5) A governmental unit, and

6) A publicly supported organization.

Qualifying support
Total support
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Church. The characteristics of a church are
discussed earlier in this chapter under Reli-
gious Organizations.

Educational organizations. An educational
organization is one whose primary function is
to present formal instruction, that normally
maintains a regular faculty and curriculum,
and that normally has a regularly enrolled
body of pupils or students in attendance at the
place where it regularly carries on its educa-
tional activities. The term includes institutions
such as primary, secondary, preparatory, or
high schools, and colleges and universities.
It includes federal, state, and other publicly
supported schools that otherwise come within
the definition. It does not include organiza-
tions engaged in both educational and non-
educational activities, unless the latter are
merely incidental to the educational activities.
A recognized university that incidentally op-
erates a museum or sponsors concerts is an
educational organization. However, the oper-
ation of a school by a museum does not
necessarily qualify the museum as an edu-
cational organization.

An exempt organization that operates a
tutoring service for students on a one-to-one
basis in their homes, maintains a small center
to test students to determine their need for
tutoring, and employs tutors on a part-time
basis is not an educational organization for
these purposes. Nor is an exempt organiza-
tion that conducts an internship program by
placing college and university students with
cooperating government agencies an educa-
tional organization.

Hospitals and medical research organiza-
tions.  A hospital is an organization whose
principal purpose or function is to provide
hospital or medical care or either medical
education or medical research. A rehabili-
tation institution, outpatient clinic, or commu-
nity mental health or drug treatment center
may qualify as a hospital if its principal pur-
pose or function is providing hospital or
medical care. If the accommodations of an
organization qualify as being part of an ex-
tended care facility, that organization may
qualify as a hospital if its principal purpose
or function is providing hospital or medical
care. A cooperative hospital service or-
ganization that meets the requirements of
section 501(e) will qualify as a hospital.

The term “hospital” does not include
convalescent homes, homes for children or
the aged, or institutions whose principal pur-
pose or function is to train handicapped indi-
viduals to pursue a vocation. An organization
that mainly provides medical education or
medical research will not be considered a
hospital, unless it is also actively engaged in
providing medical or hospital care to patients
on its premises or in its facilities, on an in-
patient or out-patient basis, as an integral part
of its medical education or medical research
functions.

Medical research organization. A med-
ical research organization must be directly
engaged in the continuous active conduct of
medical research in conjunction with a hospi-
tal, and that activity must be the organiza-
tion's principal purpose or function.

Publicly supported. A hospital or medical
research organization that wants the addi-
tional classification of a publicly supported
organization (described later in this chapter
under Qualifying As Publicly Supported) may

specifically request that classification. The
organization must establish that it meets the
public support requirements of section
170(b)(1)(A)(vi).

Endowment funds.  Organizations operated
for the benefit of certain state and municipal
colleges and universities are endowment
funds. They are organized and operated ex-
clusively to:

1) Receive, hold, invest in, and administer
property for a college or university, and

2) Make expenditures to or for the benefit
of a college or university.

The college or university must be:

1) An agency or instrumentality of a state
or political subdivision, or

2) Owned or operated by: 

a) A state or political subdivision, or

b) An agency or instrumentality of one
or more states or political subdivi-
sions.

The phrase “expenditures to or for the
benefit of a college or university” includes
expenditures made for any one or more of the
normal functions of a college or university.
These expenditures include those for:

1) Acquiring and maintaining real property
comprising part of the campus area,

2) Erecting (or participating in erecting)
college or university buildings,

3) Acquiring and maintaining equipment
and furnishings used for, or in conjunc-
tion with, normal functions of colleges
and universities, 

 4) Libraries,

 5) Scholarships, and

 6) Student loans.

The organization must normally receive a
substantial part of its support from the United
States or any state or political subdivision, or
from direct or indirect contributions from the
general public, or from a combination of these
sources.

Support. Support does not include in-
come received in the exercise or performance
by the organization of its charitable, educa-
tional, or other purpose or function constitut-
ing the basis for exemption.

In determining the amount of support re-
ceived by an organization for a contribution
of property when the value of the contribution
by the donor is subject to reduction for certain
ordinary income and capital gain property, the
fair market value of the property is taken into
account. For more information, see the dis-
cussion of Support on page 25.

Indirect contribution. An example of an
indirect contribution from the public is the re-
ceipt by the organization of its share of the
proceeds of an annual collection campaign
of a community chest, community fund, or
united fund.

Governmental units. A governmental unit
includes a state, a possession of the United
States, or a political subdivision of either of
the foregoing, or the United States or the
District of Columbia.

Publicly supported organizations. An or-
ganization is a publicly supported organiza-
tion if it is one that normally receives a sub-
stantial part of its support from a
governmental unit or from the general public.

Types of organizations that generally
qualify are:

���• Museums of history, art, or science,

���•  Libraries,

���• Community centers to promote the arts,

���• Organizations providing facilities for the
support of an opera, symphony orchestra,
ballet, or repertory drama, or for some
other direct service to the general public,
and

���• Organizations such as the American Red
Cross or the United Way.

Qualifying As Publicly Supported
An organization will qualify as publicly sup-
ported if it passes the one-third support
test . If it fails that test, it may qualify under
the facts and circumstances test .

One-third support test. An organization will
qualify as publicly supported if it normally
receives at least one-third of its total support
from governmental units, from contributions
made directly or indirectly by the general
public, or from a combination of these
sources. For a definition of support, see
Support, later.

Definition of “normally” for one-third
support test. An organization will be consid-
ered as normally meeting the one-third sup-
port test for its current tax year and the next
tax year if, for the 4 tax years immediately
before the current tax year, the organization
meets the one-third support test on an ag-
gregate basis. See also Special computation
period for new organizations, later in this dis-
cussion.

Facts and circumstances test. The facts
and circumstances test is for organizations
failing to meet the one-third support test. If
your organization fails to meet the one-third
support test, it may still be treated as a pub-
licly supported organization if it normally re-
ceives a substantial part of its support from
governmental units, from direct or indirect
contributions from the general public, or from
a combination of these sources. To qualify,
an organization must meet the ten-percent-
of-support requirement  and the attraction
of public support requirement . These re-
quirements establish, under all the facts and
circumstances, that an organization normally
receives a substantial part of its support from
governmental units or from direct or indirect
contributions from the general public. The or-
ganization also must be in the nature of a
publicly supported organization, taking into
account five different factors. See Additional
requirements (the five public support factors),
on page 24.

Ten-percent-of-support requirement.
The percentage of support normally received
by an organization from governmental units,
from contributions made directly or indirectly
by the general public, or from a combination
of these sources must be “substantial.” An
organization will not be treated as normally
receiving a substantial amount of govern-
mental or public support unless the total
amount of governmental and public support
normally received is at least 10% of the total
support normally received by that organiza-
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tion. For a definition of support, see Support,
later.

Attraction of public support require-
ment. An organization must be organized and
operated in a manner to attract new and ad-
ditional public or governmental support on a
continuous basis. An organization will meet
this requirement if it maintains a continuous
and bona fide program for solicitation of funds
from the general public, community, or mem-
bership group involved, or if it carries on ac-
tivities designed to attract support from gov-
ernmental units or other charitable
organizations described in section 509(a)(1).
In determining whether an organization
maintains a continuous and bona fide pro-
gram for solicitation of funds from the general
public or community, consideration will be
given to whether the scope of its fund raising
activities is reasonable in light of its charitable
activities. Consideration also will be given to
the fact that an organization may, in its early
years of existence, limit the scope of its so-
licitation to persons who would be most likely
to provide seed money sufficient to enable it
to begin its charitable activities and expand
its solicitation program.

Definition of “normally” for facts and
circumstances test. An organization will
normally meet the requirements of the facts
and circumstances test for its current tax year
and the next tax year if, for the 4 tax years
immediately before the current tax year, the
organization meets the ten-percent-of-support
and the attraction of public support require-
ments on an aggregate basis and satisfies a
sufficient combination of the factors dis-
cussed later. The combination of factors that
an organization normally must meet does not
have to be the same for each 4–year period
as long as a sufficient combination of factors
exists to show compliance. See also Special
computation period for new organizations,
later in this discussion.

Special rule. The fact that an organization
has normally met the one-third support test
requirements for a current tax year, but is
unable normally to meet the requirements for
a later tax year, will not in itself prevent the
organization from meeting the requirements
of the facts and circumstances test for the
later tax year.

Example. X organization meets the one-
third support test in its 1996 tax year on the
basis of support received during 1992, 1993,
1994, and 1995. It therefore normally meets
the requirements for both 1996 and 1997. For
the 1997 tax year, X is unable to meet the
one-third support test on the basis of support
received during 1993, 1994, 1995, and 1996.
If X can meet the facts and circumstances test
on the basis of those years, X will normally
meet the requirements for 1998 (the tax year
immediately after 1997). However, if on the
basis of both 4–year periods (1993 through
1996 and 1994 through 1997), X fails to meet
both the one-third and the facts and circum-
stances tests, X will not be a publicly sup-
ported organization for 1998.

However, X will not be disqualified as a
publicly supported organization for the 1997
tax year, because it normally met the one-
third support test requirements on the basis
of the tax years 1992 through 1995 unless the
provisions governing the Exception for mate-
rial changes in sources of support (discussed
later) become applicable.

Additional requirements (the five public
support factors). In addition to the two re-
quirements of the facts and circumstances
test, the following five public support fac-
tors will be considered in determining
whether an organization is publicly supported.
However, an organization generally does not
have to satisfy all of the factors. The factors
relevant to each case and the weight ac-
corded to any one of them may differ de-
pending upon the nature and purpose of the
organization and the length of time it has ex-
isted. The combination of factors that an or-
ganization normally must meet does not have
to be the same for each 4–year period as long
as a sufficient combination of factors exists
to show that the organization is publicly sup-
ported.

1) Percentage of financial support fac-
tor. When an organization normally receives
at least 10% but less than one-third of its total
support from public or governmental sources,
the percentage of support received from
those sources will be considered in deter-
mining whether the organization is publicly
supported. As the percentage of support from
public or governmental sources increases,
the burden of establishing the publicly sup-
ported nature of the organization through
other factors decreases; while the lower the
percentage, the greater the burden.

If the percentage of the organization's
support from the general public or govern-
mental sources is low because it receives a
high percentage of its total support from in-
vestment income on its endowment funds, the
organization will be treated as complying with
this factor if the endowment fund was ori-
ginally contributed by a governmental unit or
by the general public. However, if the
endowment funds were originally contributed
by a few individuals or members of their
families, this fact will increase the burden on
the organization of establishing compliance
with other factors. Facts pertinent to years
before the 4 tax years immediately before the
current tax year also may be considered.

2) Sources of support factor. If an or-
ganization normally receives at least 10% but
less than one-third of its total support from
public or governmental sources, the fact that
it receives the support from governmental
units or directly or indirectly from a represen-
tative number of persons, rather than receiv-
ing almost all of its support from the members
of a single family, will be considered in de-
termining whether the organization is publicly
supported. In determining what is a repre-
sentative number of persons, consideration
will be given to the type of organization in-
volved, the length of time it has existed, and
whether it limits its activities to a particular
community or region or to a special field that
can be expected to appeal to a limited num-
ber of persons. Facts pertinent to years be-
fore the 4 tax years immediately before the
current tax year also may be considered.

3) Representative governing body fac-
tor. The fact that an organization has a gov-
erning body that represents the broad inter-
ests of the public rather than the personal or
private interest of a limited number of donors
will be considered in determining whether the
organization is publicly supported.

An organization will meet this requirement
if it has a governing body composed of:

1) Public officials acting in their public ca-
pacities,

2) Individuals selected by public officials
acting in their public capacities,

3) Persons having special knowledge or
expertise in the particular field or disci-
pline in which the organization is oper-
ating, and

4) Community leaders, such as elected or
appointed officials, members of the
clergy, educators, civic leaders, or other
such persons representing a broad
cross-section of the views and interests
of the community.

In a membership organization, the govern-
ing body also should include individuals
elected by a broadly based membership ac-
cording to the organization's governing in-
strument or bylaws.

4) Availability of public facilities or
services factor. If an organization generally
provides facilities or services directly for the
benefit of the general public on a continuing
basis, that is evidence that the organization
is publicly supported. Examples are:

���• A museum that is open to the public,

���• A symphony orchestra that gives public
performances, 

���• A conservation organization that provides
educational services to the public through
the distribution of educational materials,
or 

���• An old age home that provides
domiciliary or nursing services for mem-
bers of the general public.

The fact that an educational or research in-
stitution regularly publishes scholarly studies
widely used by colleges and universities or
by members of the general public is also evi-
dence that the organization is publicly sup-
ported.

Similarly, the following factors are also
evidence that an organization is publicly sup-
ported:

1) Participating in, or sponsoring of, the
programs of the organization by mem-
bers of the public having special knowl-
edge or expertise, public officials, or civic
or community leaders,

2) Maintaining a definitive program by the
organization to accomplish its charitable
work in the community, such as slum
clearance or developing employment
opportunities, and

3) Receiving a significant part of its funds
from a public charity or governmental
agency to which it is in some way held
accountable as a condition of the grant,
contract, or contribution.

5) Additional factors pertinent to mem-
bership organizations. The following are
additional factors in determining whether a
membership organization is publicly sup-
ported:

1) Whether the solicitation for dues-paying
members is designed to enroll a sub-
stantial number of persons in the com-
munity or area, or in a particular profes-
sion or field of special interest (taking
into account the size of the area and the
nature of the organization's activities),

2) Whether membership dues for individual
(rather than institutional) members have
been fixed at rates designed to make
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membership available to a broad cross
section of the interested public, rather
than to restrict membership to a limited
number of persons, and

3) Whether the activities of the organization
will be likely to appeal to persons having
some broad common interest or pur-
pose, such as educational activities in
the case of alumni associations, musical
activities in the case of symphony soci-
eties, or civic affairs in the case of
parent-teacher associations.

Exception for material changes in sources
of support. If for the current tax year sub-
stantial and material changes occur in an or-
ganization's sources of support other than
changes arising from unusual grants (dis-
cussed later under Unusual grants), then in
applying either the one-third or the facts and
circumstances test, the 4–year computation
period applicable to that year, either as an
immediately following tax year or as a current
tax year, will not apply. Instead of using these
computation periods, a computation period
of 5 years will apply. The 5–year period con-
sists of the current tax year and the 4 tax
years immediately before that year.

For example, if substantial and material
changes occur in an organization's sources
of support for the 1996 tax year, then, even
though the organization meets the one-third
or the facts and circumstances test using a
computation period of tax years 1991–1994
or 1992–1995, the organization will not meet
either test unless it meets the test using a
computation period of tax years 1992–1996
(substituted period).

Substantial and material change. An
example of a substantial and material change
is the receipt of an unusually large contribu-
tion or bequest that does not qualify as an
unusual grant.

Effect on grantor or contributor. If as a
result of this substituted period, an organiza-
tion is not able to meet either the one-third
support or the facts and circumstances test
for its current tax year, its status with respect
to a grantor or contributor will not be affected
until notice of change of status is made to the
public (such as by publication in the Internal
Revenue Bulletin). This does not apply, how-
ever, if the grantor or contributor was re-
sponsible for or was aware of the substantial
and material change or acquired knowledge
that the IRS had given notice to the organ-
ization that it would be deleted from classi-
fication as a publicly supported organization.

A grantor or contributor (other than one
of the organization's founders, creators, or
foundation managers) will not be considered
responsible for, or aware of, the substantial
and material change, if the grantor or con-
tributor made the grant or contribution relying
upon a written statement by the grantee or-
ganization that the grant or contribution would
not result in the loss of the organization's
classification as a publicly supported organ-
ization. The statement must be signed by a
responsible officer of the grantee organization
and must give enough information, including
a summary of the pertinent financial data for
the 4 preceding years, to assure a reasonably
prudent person that the grant or contribution
would not result in the loss of the grantee or-
ganization's classification as a publicly sup-
ported organization. If a reasonable doubt
exists as to the effect of the grant or contri-
bution, or, if the grantor or contributor is one
of the organization's founders, creators, or

foundation managers, the grantee organiza-
tion may request a ruling from the key District
Director before accepting the grant or contri-
bution for the protection of the grantor or
contributor.

If there is no written statement, a grantor
or contributor will not be considered respon-
sible for a substantial and material change if
the total gifts, grants, or contributions re-
ceived from that grantor or contributor for a
tax year are 25% or less of the total support
received by the organization from all sources
for the 4 tax years immediately before the tax
year. (If the organization has not qualified as
“publicly supported” for those 5 years, see
Special computation period for new organ-
izations, next.) For this purpose, total support
does not include support received from that
particular grantor or contributor. The grantor
or contributor cannot be a person who is in a
position of authority, such as a foundation
manager, or who obtains a position of au-
thority or the ability to exercise control over
the organization because of the grant or
contribution.

Special computation period for new or-
ganizations.  Organizations that have been
in existence for at least 1 tax year consisting
of at least 8 months, but for fewer than 5 tax
years, can substitute the number of tax years
they have been in existence before their cur-
rent tax year to determine whether they meet
the one-third support test or the facts and
circumstances test, discussed earlier.

First tax year at least 8 months. The
initial status determination of a newly created
organization whose first tax year is at least 8
months is based on a computation period of
either the first tax year or the first and second
tax years.

First tax year shorter than 8 months.
The initial status determination of a newly
created organization whose first tax year is
less than 8 months is based on a computation
period of either the first and second tax years
or the first, second, and third tax years.

5-year advance ruling period. If an or-
ganization has received an advance ruling,
the computation is based on all the years in
the 5-year advance ruling period. Advance
rulings are described later, under Advance
rulings to newly created organizations - Initial
determination of status.

However, if the advance ruling period is
terminated by the IRS, the computation period
will be based on the period described above
under First tax year at least 8 months and
First tax year shorter than 8 months, or if the
period is greater, the number of years to
which the advance ruling applies.

Support. For purposes of publicly supported
organizations, the term “support” includes
(but is not limited to):

1) Gifts, grants, contributions, or member-
ship fees,

2) Net income from unrelated business ac-
tivities, whether or not those activities
are carried on regularly as a trade or
business,

3) Gross investment income,

4) Tax revenues levied for the benefit of an
organization and either paid to or spent
on behalf of the organization, and

5) The value of services or facilities fur-
nished by a governmental unit to an or-
ganization without charge (except ser-

vices or facilities generally furnished to
the public without charge).

Amounts that are not support. The term
“support” does not include:

1) Any gain on the sale or disposition of a
capital asset,

2) The value of exemption from any federal,
state, or local tax or any similar benefit,

3) Any amount received from the exercise
or performance by an organization of the
purpose or function constituting the basis
for its exemption (in general, these
amounts include amounts received from
any activity the conduct of which is sub-
stantially related to the furtherance of the
exempt purpose or function, other than
through the production of income), or

4) Contributions of services for which a
deduction is not allowed.

These amounts are excluded from both the
numerator and the denominator of the frac-
tions in determining compliance with the
one-third support test and ten-percent-of-
support requirement. The following discusses
an exception to this general rule.

Organizations dependent primarily on
gross receipts from related activities. Or-
ganizations will not satisfy the one-third sup-
port test or the ten-percent-of-support re-
quirement if they receive:

1) Almost all support from gross receipts
from related activities, and

2) An insignificant amount of support from
governmental units (without regard to
amounts referred to in (3) in the preced-
ing list) and contributions made directly
or indirectly by the general public.

Example. X, an organization described in
section 501(c)(3), is controlled by Thomas
Blue, its president. X received $500,000 dur-
ing the 4 tax years immediately before its
current tax year under a contract with the
Department of Transportation, under which X
engaged in research to improve a particular
vehicle used primarily by the federal govern-
ment. During the same period, the only other
support received by X was $5,000 in small
contributions primarily from X's employees
and business associates. The $500,000 is
support under (1) above. Under these cir-
cumstances, X meets the conditions of (1)
and (2) above and so does not meet the
one-third support test or the ten-percent-of-
support requirement.

For the rules that apply to organizations
that fail to qualify as section 509(a)(1) publicly
supported organizations because of these
provisions, see Section 509(a)(2) Organiza-
tions, later. See also Gross receipts from a
related activity in the discussion on section
509(a)(2) organizations.

Membership fees. Membership fees are
included in the term support if they are paid
to provide support for the organization rather
than to buy admissions, merchandise, ser-
vices, or the use of facilities.

Support from a governmental unit. For
purposes of the one-third support test and the
ten-percent-of-support requirement, the term
“support from a governmental unit” includes
any amounts received from a governmental
unit, including donations or contributions and
amounts received on a contract entered into
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with a governmental unit for the performance
of services, or from a government research
grant. However, these amounts are not sup-
port from a governmental unit for these pur-
poses if they constitute amounts received
from the exercise or performance of the or-
ganization's exempt functions.

Any amount paid by a governmental unit
to an organization will not be treated as re-
ceived from the exercise or performance of its
exempt function if the purpose of the payment
is primarily to enable the organization to pro-
vide a service to, or maintain a facility for, the
direct benefit of the public (regardless of
whether part of the expense of providing the
service or facility is paid for by the public),
rather than to serve the direct and immediate
needs of the payor. This includes:

1) Amounts paid to maintain library facilities
that are open to the public,

2) Amounts paid under government pro-
grams to nursing homes or homes for
the aged to provide health care or
domiciliary services to residents of these
facilities, and

3) Amounts paid to child placement or child
guidance organizations under govern-
ment programs for services rendered to
children in the community.

These payments are mainly to enable the re-
cipient organization to provide a service or
maintain a facility for the direct benefit of the
public, rather than to serve the direct and
immediate needs of the payor. Furthermore,
any amount received from a governmental
unit under circumstances in which the amount
would be treated as a grant will generally
constitute support from a governmental unit.
See the discussion of Grants on page 32.

Medicare and Medicaid payments.
Medicare and Medicaid payments are re-
ceived from contracts entered into with state
and federal governmental units. However,
payments are made for services already pro-
vided to eligible individuals, rather than to
encourage or enable an organization to pro-
vide services to the public. The individual
patient, not a governmental unit, actually
controls the ultimate recipient of these pay-
ments by selecting the health care organiza-
tion. As a result, these payments are not
considered support from a governmental unit.
Medicare and Medicaid payments are gross
receipts derived from the exercise or per-
formance of exempt activities and, therefore,
are not included in the term “support.”

Support from the general public.  In deter-
mining whether the one-third support test or
the ten-percent-of-support requirement is
met, include in your computation support from
direct or indirect contributions from the gen-
eral public. This includes contributions from
an individual, trust, or corporation but only to
the extent that the total contributions from the
individual, trust, or corporation, during the
4–year period immediately before the current
tax year (or substituted computation period)
are not more than 2% of the organization's
total support for the same period.

Thus, a contribution by any one individual
will be included in full in the denominator of
the fraction used in the one-third support test
or the ten-percent-of-support requirement.
However, the contribution will be included in
the numerator only to the extent that it is not
more than 2% of the denominator. In applying
the 2% limit, all contributions made by a donor

and by any person in a special relationship to
the donor (certain Disqualified persons dis-
cussed on page 34 under Section 509(a)(3)
Organizations) are considered made by one
person. The 2% limit does not apply to sup-
port received from governmental units or to
contributions from other publicly supported
charities, except as provided under Grants
from public charities, later.

Indirect contributions. The term “indirect
contributions from the general public” in-
cludes contributions received by the organ-
ization from organizations (such as publicly
supported organizations) that normally re-
ceive a substantial part of their support from
direct contributions from the general public,
except as provided under Grants from public
charities, next.

Grants from public charities.  Contribu-
tions received from a governmental unit or
from a publicly supported organization (in-
cluding a church that meets the requirements
for being publicly supported) are not subject
to the 2% limit unless the contributions rep-
resent amounts either expressly or impliedly
earmarked by a donor to the governmental
unit or publicly supported organization as be-
ing for, or for the benefit of, the particular or-
ganization claiming a publicly supported sta-
tus.

Example 1. M, a national foundation for
the encouragement of the musical arts, is a
publicly supported organization. George
Spruce gives M a donation of $5,000 without
imposing any restrictions or conditions upon
the gift. M later makes a $5,000 grant to X,
an organization devoted to giving public per-
formances of chamber music. Since the grant
to X is treated as being received from M, it is
fully includible in the numerator of X's support
fraction for the tax year of receipt.

Example 2. Assume M is the same or-
ganization described in example (1). Tom
Grove gives M a donation of $10,000, but
requires that M spend the money to support
organizations devoted to the advancement of
contemporary American music. M has com-
plete discretion as to the organizations of the
type described to which it will make a grant.
M decides to make grants of $5,000 each to
Y and Z, both being organizations described
in section 501(c)(3) and devoted to furthering
contemporary American music. Since the
grants to Y and Z are treated as having been
received from M, Y and Z each may include
one of the $5,000 grants in the numerator of
its support fraction. Although the donation to
M was conditioned upon the use of the funds
for a particular purpose, M was free to select
the ultimate recipient.

Example 3. N is a national foundation for
the encouragement of art and is a publicly
supported organization. Grants to N are per-
mitted to be earmarked for particular pur-
poses. O, which is an art workshop devoted
to training young artists and is claiming status
as a publicly supported organization, per-
suades C, a private foundation, to make a
grant of $25,000 to N. C is a disqualified
person with respect to O. C makes the grant
to N with the understanding that N would be
bound to make a grant to O in the sum of
$25,000, in addition to a matching grant of
N's funds to O in the sum of $25,000. Only
the $25,000 received directly from N is con-
sidered a grant from N. The other $25,000 is
an indirect contribution from C to O and is to
be excluded from the numerator of O's sup-

port fraction to the extent it exceeds the 2%
limit.

Unusual grants.  In applying the 2% limit to
determine whether the one-third support test
or the ten-percent-of-support requirement is
met, exclude contributions that are consid-
ered unusual grants from both the numerator
and denominator of the appropriate percent-
of-support fraction. Generally, unusual grants
are substantial contributions or bequests from
disinterested parties if the contributions:

1) Are attracted by the publicly supported
nature of the organization,

2) Are unusual or unexpected in amount,
and

3) Would adversely affect, because of the
size, the status of the organization as
normally being publicly supported. (The
organization must otherwise meet the
support test in that year without benefit
of the grant or contribution.)

For a grant (see the description of Grants on
page 32) that meets the requirements for ex-
clusion, if the terms of the granting instrument
require that the funds be paid to the recipient
organization over a period of years, the
amount received by the organization each
year under the terms of the grant may be
excluded for that year. However, no item of
gross investment income (defined under
Section 509(a)(2) Organizations, later) may
be excluded under this rule. These provisions
allow exclusion of unusual grants made dur-
ing any of the applicable periods previously
discussed under Special computation period
for new organizations, and to periods de-
scribed in Advance rulings to newly created
organizations - Initial determination of status,
later.

Characteristics of an unusual grant. A
grant or contribution will be considered an
unusual grant if the above three factors apply
and if it has all of the following characteristics.
If these factors and characteristics apply, then
even without the benefit of an advance ruling,
grantors or contributors have assurance that
they will not be considered responsible for
substantial and material changes in the or-
ganization's sources of support.

1) The grant or contribution is not made by
a person (or related person) who created
the organization or was a substantial
contributor to the organization before the
grant or contribution.

2) The grant or contribution is not made by
a person (or related person) who is in a
position of authority, such as a founda-
tion manager, or who otherwise has the
ability to exercise control over the or-
ganization. Similarly, the grant or contri-
bution is not made by a person (or re-
lated person) who, because of the grant
or contribution, obtains a position of au-
thority or the ability to otherwise exercise
control over the organization.

3) The grant or contribution is in the form
of cash, readily marketable securities,
or assets that directly further the organ-
ization's exempt purposes, such as a gift
of a painting to a museum.

4) The donee-organization has received
either an advance or final ruling or de-
termination letter classifying it as a pub-
licly supported organization and, except
for an organization operating under an
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advance ruling or determination letter,
the organization is actively engaged in
a program of activities in furtherance of
its exempt purpose.

5) No material restrictions or conditions
have been imposed by the grantor or
contributor upon the organization in
connection with the grant or contribution.

6) If the grant or contribution is intended for
operating expenses, rather than capital
items, the terms and amount of the grant
or contribution are expressly limited to
one year's operating expenses.

Ruling request. Before any grant or con-
tribution is made, a potential grantee organ-
ization may request a ruling as to whether the
grant or contribution may be excluded. This
request may be filed by the grantee organ-
ization with the key District Director for its
area. The organization must submit all infor-
mation necessary to make a determination,
including information relating to the factors
and characteristics listed in the preceding
paragraphs. If a favorable ruling is issued,
the ruling may be relied upon by the grantor
or contributor of the particular contribution in
question. The issuance of the ruling will be
at the sole discretion of the IRS. The potential
grantee organization should follow the proce-
dures set out in Revenue Procedure 97–4 (or
later update) to request a ruling.

Grants and contributions that result in
substantial and material changes in the or-
ganization and that fail to qualify for exclusion
will affect the way the support tests are ap-
plied. See Exception for material changes in
sources of support, earlier.

If a ruling is requested, in addition to the
characteristics listed earlier under Character-
istics of an unusual grant, the following fac-
tors may be considered by the IRS in deter-
mining if the grant or contribution is an
unusual grant.

1) Whether the contribution was a bequest
or a transfer while living. A bequest will
be given more favorable consideration
than a transfer while living.

2) Whether, before the receipt of the con-
tribution, the organization has carried on
an active program of public solicitation
and exempt activities and has been able
to attract a significant amount of public
support.

3) Whether, before the year of contribution,
the organization met the one-third sup-
port test or the ten-percent-of-support
requirement without benefit of any ex-
clusions of unusual grants.

4) Whether the organization may reason-
ably be expected to attract a significant
amount of public support after the con-
tribution. Continued reliance on unusual
grants to fund an organization's current
operating expenses (as opposed to pro-
viding new endowment funds) may be
evidence that the organization cannot
reasonably be expected to attract future
support from the general public.

5) Whether the organization has a repre-
sentative governing body.

Advance rulings to newly created organ-
izations - Initial determination of status.
Because they have not been in existence long
enough, many newly created organizations
cannot meet either the 4-year normally pub-

licly supported provisions or the provisions for
newly created organizations to qualify as
normally publicly supported. However, a
newly created organization may qualify for an
advance ruling that it will be treated as an
organization described in section
170(b)(1)(A)(vi) during an advance ruling pe-
riod long enough to enable it to develop an
adequate support history on which to base
an initial determination as to foundation sta-
tus.

Generally, the type of newly created or-
ganization that would qualify for an advance
ruling is one that can show that its organiza-
tional structure, proposed programs and ac-
tivities, and intended method of operation are
likely to attract the type of broadly based
support from the general public, public chari-
ties, and governmental units that is necessary
to meet the public support requirements dis-
cussed earlier under Qualifying As Publicly
Supported.

An advance ruling or determination will
provide that an organization will be treated
as an organization described in section
170(b)(1)(A)(vi) for an advance ruling period
of 5 years.

5-year advance ruling period. A newly
created organization may request a ruling or
determination letter that it will be treated as
a section 170(b)(1)(A)(vi) organization for its
first 5 tax years. The request must be ac-
companied by a consent to extend the statute
(on Form 872–C) that, in effect, states the
organization will be subject to the taxes im-
posed under section 4940 if it fails to qualify
as not a private foundation during the 5-year
advance ruling period. The organization's first
tax year, regardless of length, will count as
the first year in the 5-year period. The ad-
vance ruling period will end on the last day
of the organization's 5th tax year.

Between 30 and 45 days before the end
of the advance ruling period, the District Di-
rector will contact the organization and re-
quest the financial support information nec-
essary to make a final determination of
foundation status. In general, this is the in-
formation requested in Part IV, A of Form
1023.

Failure to obtain advance ruling. If a
newly created organization has not obtained
an advance ruling or determination letter, it
cannot rely upon the possibility that it will
meet the public support requirements dis-
cussed earlier. Thus, in order to avoid the risk
of being classified as a private foundation, the
organization may comply with the rules gov-
erning private foundations by paying any ap-
plicable private foundation taxes. If the or-
ganization later meets the public support
requirements for the applicable period, it will
be treated as a section 170(b)(1)(A)(vi) or-
ganization from its inception and any private
foundation tax that was imposed may be re-
funded.

Reliance period. The newly created or-
ganization will be treated as a publicly sup-
ported organization for all purposes other
than sections 507(d) (relating to total tax
benefit resulting from exempt status) and
4940 (relating to tax on net investment in-
come) for the period beginning with its in-
ception and ending 90 days after its advance
ruling period expires. The period will be ex-
tended until a final determination is made of
an organization's status only if the organiza-
tion submits, within the 90–day period, infor-
mation needed to determine whether it meets
either of the support tests for its advance rul-
ing period (even if the organization fails to

meet either test). However, this reliance pe-
riod does not apply to the excise tax imposed
on net investment income. If it is later deter-
mined that the organization was a private
foundation from its inception, that excise tax
will be due without regard to the advance
ruling or determination letter. Consequently,
if any amount of the tax is not paid on or be-
fore the last date prescribed for payment, the
organization is liable for interest on the tax
due for years in the advance ruling period.
However, since any failure to pay the tax
during the period is due to reasonable cause,
the penalty imposed for failure to pay the tax
will not apply.

If an advance ruling or determination
letter is terminated by the IRS before the
expiration of the reliance period, the status
of grants or contributions with respect to
grantors or contributors to the organization
will not be affected until notice of change of
status of the organization is made to the
public (such as by publication in the Internal
Revenue Bulletin). However, this will not ap-
ply if the grantor or contributor was responsi-
ble for, or aware of, the act or failure to act
that resulted in the organization's loss of
classification as a publicly supported organ-
ization.

Also, it will not apply if the grantor or
contributor knew that the IRS had given no-
tice to the organization that it would be de-
leted from this classification. Before any grant
or contribution is made, a potential grantee
organization may request a ruling on
whether the grant or contribution may be
made without loss of classification as a pub-
licly supported organization.

The ruling request may be filed by the
grantee organization with the key District Di-
rector. The issuance of the ruling will be at the
sole discretion of the IRS. The organization
must submit all information necessary to
make a determination on the support factors
previously discussed. If a favorable ruling is
issued, the ruling may be relied upon by the
grantor or contributor of the particular contri-
bution in question. The grantee organization
also may rely on the ruling for excluding un-
usual grants.

Comprehensive Examples
Example 1. For the years 1992 through

1995, M organization received support of
$600,000 from the following sources.

For 1996, on the basis of the above support,
M is considered to have normally received
more than one-third of its support from a
governmental unit and from direct and indirect
contributions from the general public com-
puted as follows.

Since M's support from governmental units
and from direct and indirect contributions from
the general public normally is more than

Investment Income .................................. $300,000
City Y ....................................................... 40,000
United Way .............................................. 40,000
Contributions ............................................ 220,000
Total support ............................................ $600,000

One-third of total support ......................... $200,000
Support from a governmental unit ........... $40,000
Indirect contributions from the general
public (United Way) ................................. 40,000
Contributions by various donors (no one
having made contributions that total more
than $12,000—2% of total support) ........ 50,000
Six contributions (each in excess of
$12,000 —2% of total support) 6 ×
$12,000 .................................................... 72,000

$202,000
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one-third of M's total support for the applica-
ble period (1992-1995), M meets the one-third
support test and satisfies the requirements for
classification as a publicly supported organ-
ization for 1996 and 1997. (This remains in
effect if no substantial and material changes
took place in the organization's character,
purposes, methods of operation, or sources
of support in these years.)

Example 2. N organization was created
to maintain public gardens containing plant
specimens and displaying works of art. The
facilities, art, and a large endowment were
all contributed by a single contributor. The
members of the governing body of the or-
ganization are unrelated to its creator. The
gardens are open to the public without charge
and attract many visitors each year. For the
4 tax years immediately before the current tax
year, 95% of the organization's total support
was received from investment income from its
original endowment. N also maintains a
membership society that is supported by
members of the general public who wish to
contribute to the upkeep of the gardens by
paying a small annual membership fee. Over
the 4–year period in question, these fees from
the general public constituted the remaining
5% of the organization's total support. Under
these circumstances, N does not meet the
one-third support test for its current tax year.
Furthermore, since only 5% was received
from the general public, N does not satisfy the
ten-percent-of-support requirement of the
facts and circumstances test. For its current
tax year, N therefore is not a publicly sup-
ported organization. Since N failed to satisfy
the ten-percent-of-support requirement, none
of the other requirements or factors can be
considered in determining whether N qualifies
as a publicly supported organization.

Example 3. In 1960, O organization was
founded in Y City by the members of a single
family to collect, preserve, interpret, and dis-
play to the public important works of art. O is
governed by a Board of Trustees that ori-
ginally consisted almost entirely of members
of the founding family.

However, since 1975, members of the
founding family or persons related to mem-
bers of the family have annually been less
than 20% of the Board of Trustees. The re-
maining board members are citizens of Y City
from a variety of professions and occupations
who represent the interests and views of the
people of Y City in the activities carried on
by the organization rather than the personal
or private interests of the founding family.

O solicits contributions from the general
public and for each of its 4 most recent tax
years has received total contributions (in
small sums of less than $100, none of which
is more than 2% of O's total support for the
period) of more than $10,000. These contri-
butions from the general public are 25% of the
organization's total support for the 4–year
period. For this same period, investment in-
come from several large endowment funds
has been 75% of its total support. O spends
substantially all of its annual income for its
exempt purposes and thus depends upon the
funds it annually solicits from the public as
well as its investment income to carry out its
activities on a normal and continuing basis
and to acquire new works of art. For the entire
period of its existence, O has been open to
the public and more than 300,000 people
(from Y City and elsewhere) have visited the

museum in each of its 4 most recent tax
years.

Under these circumstances, O does not
meet the one-third support test for its current
year since it has received only 25% of its total
support for the applicable 4–year period from
the general public. However, O has met the
ten-percent-of-support requirement as well as
the attraction of public support requirement
and the factors to be considered, under the
facts and circumstances test, in determining
whether an organization is publicly supported.
Therefore, O is classified as a publicly sup-
ported organization for its current tax year
and the next tax year.

Example 4. In 1970, the P Philharmonic
Orchestra was organized in Z City by a local
music society and a local women's club to
present to the public a wide variety of musical
programs intended to foster music appreci-
ation in the community. The orchestra is
composed of professional musicians who are
paid by the association. Twelve perform-
ances, open to the public, are scheduled each
year. A small admission charge is made for
each of these performances. In addition,
several performances are staged annually
without charge.

During its 4 most recent tax years, P re-
ceived separate contributions of $200,000
each from Amanda Green and Jackie White
(not members of a single family) and support
of $120,000 from the Z Community Chest, a
public federated fund-raising organization
operating in Z City. P depends on these funds
to carry out its activities and will continue to
depend on contributions of this type to be
made in the future. P has also begun a fund-
raising campaign in an attempt to expand its
activities for the coming years.

P is governed by a Board of Directors
composed of five individuals. A faculty mem-
ber of a local college, the president of a local
music society, the head of a local bank, a
prominent doctor, and a member of the gov-
erning body of the local Chamber of Com-
merce currently serve on the Board and rep-
resent the interests and views of the
community in the activities carried on by P.

For P's current tax year, its sources of
support are computed on the basis of the 4
immediately preceding years, as follows.

P's support from the general public, directly
and indirectly, does not meet the one-third
support test ($140,800/$520,000 = 27% of
total support). However, it meets the ten-
percent-of-support requirement. P also meets
the requirement of the attraction of public
support. As a result of satisfying these re-
quirements and the public support factors, P
is considered to be a publicly supported or-
ganization.

If P were a newly created organization, it
could obtain a ruling that it is a publicly sup-
ported organization by reason of its purposes,
organizational structure, and proposed
method of operation. Even if P had initially
been founded by the contributions of a few

individuals, this would not, in and of itself,
disqualify P from receiving the ruling.

Example 5. Q is a philanthropic organ-
ization founded in 1985 by Anne Elm for the
purpose of making annual contributions to
worthy charities. Anne created Q as a chari-
table trust by transferring $500,000 worth of
appreciated securities to Q.

Under the trust agreement, Anne and two
other family members are the sole trustees
and are vested with the right to appoint suc-
cessor trustees. In each of its 4 most recent
tax years, Q received $15,000 in investment
income from its original endowment. Each
year Q solicits funds by operating a charity
ball at Anne's home. Guests are invited and
asked to make contributions of $100 per
couple. During the 4–year period involved,
$15,000 was received from the proceeds of
these events. Anne and the family have also
made contributions to Q of $25,000 over the
course of the organization's 4 most recent tax
years. Q makes disbursements each year of
substantially all of its net income to the public
charities chosen by the trustees.

For Q's current tax year, Q's sources of
support are computed on the basis of the 4
immediately preceding years as follows.

Q's support from the general public does not
meet the one-third support test
($17,000/$100,000 = 17% of total support).
Even though it does meet the ten-percent-of-
support requirement, its method of solicitation
makes it questionable whether Q satisfies the
attraction of public support requirement. Be-
cause of its method of operating, Q also has
a greater burden of establishing its publicly
supported nature under the percentage of fi-
nancial support factor. Based on these facts
and on Q's failure to receive favorable con-
sideration under the remaining factors, Q
does not qualify as a publicly supported or-
ganization.

Community Trusts
Community trusts are often established to at-
tract large contributions of a capital or
endowment nature for the benefit of a partic-
ular community or area. Often these contri-
butions come initially from a small number of
donors. While the community trust generally
has a governing body composed of repre-
sentatives of the particular community or
area, its contributions are often received and
maintained in the form of separate trusts or
funds that are subject to varying degrees of
control by the governing body.

To qualify as a publicly supported organ-
ization, a community trust must meet the
one-third support test, explained earlier under
Qualifying As Publicly Supported. If it cannot
meet that test, it must be organized and op-
erated so as to attract new and additional
public or governmental support on a contin-
uous basis sufficient to meet the facts and
circumstances test, also explained earlier.
Community trusts are generally able to satisfy
the attraction of public support requirement
(as contained in the facts and circumstances
test) if they seek gifts and bequests from a
wide range of potential donors in the com-
munity or area served, through banks or trust

Investment income ................................... $60,000
Contributions ............................................ 40,000

Total support ........................................ $100,000
Contributions from the general public ..... $15,000
One contribution (over $2,000 — 2% of
total support) 1 × $2,000 ......................... 2,000
Total support from general public ............ $17,000

Contributions ............................................ $520,000
Receipts from performances ................... 100,000

$620,000
Less:
Receipts from performances (excluded,
see Support) ............................................ 100,000

Total support ........................................ $520,000
Z Community Chest (indirect support from
the general public) ................................... $120,000
Two contributions (each over
$10,400—2% of total support) 2 ×
$10,400 .................................................... 20,800
Total support from general public ............ $140,800
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companies, through attorneys or other pro-
fessional persons, or in other appropriate
ways that call attention to the community trust
as a potential recipient of gifts and bequests
made for the benefit of the community or area
served. A community trust, however, does not
have to engage in periodic, community-wide,
fund-raising campaigns directed toward at-
tracting a large number of small contributions
in a manner similar to campaigns conducted
by a community chest or a united fund.

Separate trusts or funds. Any community
trust may be treated as a single entity, rather
than as an aggregation of separate funds, in
which case all qualifying funds associated
with that organization (whether a trust, not-
for-profit corporation, unincorporated associ-
ation, or a combination thereof) will be treated
as component parts of the organization.

Single entity. To be treated as a single
entity, a community trust must meet all the
following requirements.

1) The organization must be commonly
known as a community trust, fund, foun-
dation, or other similar name conveying
the concept of a capital or endowment
fund to support charitable activities in the
community or area it serves.

2) The organization must prepare periodic
financial reports treating all of the funds
that are held by the community trust, ei-
ther directly or in component parts, as
funds of the organization.

3) All funds of the organization must be
subject to a common governing instru-
ment (or a master trust or agency
agreement) that may be embodied in a
single (or several) document(s) contain-
ing common language.

4) The organization must have a common
governing body (or distribution commit-
tee) that either directs or, in the case of
a fund designated for specified benefi-
ciaries, monitors the distribution of all
funds exclusively for charitable pur-
poses. The governing body must have
the power in the governing instrument,
the instrument of transfer, the resolutions
or bylaws of the governing body, a writ-
ten agreement, or otherwise—

a) To modify any restriction or condi-
tion on the distribution of funds for
any specified charitable purposes
or to specified organizations if in the
sole judgment of the governing
body (without the necessity of the
approval of any participating trus-
tee, custodian, or agent), the re-
striction or condition becomes, in
effect, unnecessary, incapable of
fulfillment, or inconsistent with the
charitable needs of the community
or area served,

b) To replace any participating trustee,
custodian, or agent for breach of
fiduciary duty under state law, and

c) To replace any participating trustee,
etc., for failure to produce a rea-
sonable return of net income over
a reasonable period of time. (The
governing body will determine what
is “reasonable.”)

A community trust can meet the require-
ment in (4) above even if its exercise of the

powers in (4)(a), (b), or (c) is reviewable by
an appropriate state authority.

Component part. To be treated as a
component part of a community trust (rather
than as a separate trust or a not-for-profit
corporation), a trust or fund:

1) Must be created by gift, bequest, legacy,
devise, or other transfer to a community
trust that is treated as a single entity
(described above), and

2) May not be directly subjected by the
transferor to any material restriction or
condition with respect to the transferred
assets.

Grantors and contributors. Grantors, con-
tributors, or distributors to a community trust
may rely on the public charity status, which
the organization has claimed in a timely filed
notice, on or before the date the IRS informs
the public (through such means as publication
in the Internal Revenue Bulletin) that such
reliance has expired. However, if the grantor,
contributor, or distributor acquires knowledge
that the IRS has notified the community trust
that it has failed to establish that it is a public
charity, then reliance on the claimed status
expires at the time such knowledge is ac-
quired.

Section 509(a)(2) Organizations
Section 509(a)(2) excludes certain types of
broadly, publicly supported organizations
from private foundation treatment. Generally,
an organization described in section 509(a)(2)
may also fit the description of a publicly sup-
ported organization under section 509(a)(1).
There are, however, two basic differences.

1) For section 509(a)(2) organizations, the
term support includes items of support
discussed earlier (under Support, in the
discussion of Section 509(a)(1) Organ-
izations) and  income from activities di-
rectly related to their exempt function.
This income is not included in meeting
the support test for a publicly supported
organization under section 509(a)(1).

2) Section 509(a)(2) places a limit on the
total gross investment income and unre-
lated business taxable income (in excess
of the unrelated business tax) an organ-
ization may have, while section 509(a)(1)
does not.

To be excluded from private foundation
treatment under section 509(a)(2), an organ-
ization must meet two support tests:

1) The one-third support test, and

2) The not-more-than-one-third support
test.

Both these tests are designed to insure
that an organization that is excluded from
private foundation treatment is responsive to
the general public, rather than to the private
interests of a limited number of donors or
other persons.

One-third support test.  The one-third sup-
port test will be met if an organization
normally  receives more than one-third of its
support in each tax year from any combina-
tion of:

1) Gifts, grants, contributions, or member-
ship fees, and

2) Gross receipts from admissions, sales
of merchandise, performance of ser-
vices, or furnishing facilities in an activity
that is not an unrelated trade or busi-
ness, subject to certain limits, discussed
below under Limit on gross receipts.

For this purpose, the support must be from
permitted sources, which include:

���• Section 509(a)(1) organizations, de-
scribed earlier,

���• Governmental units, described on page
23 under Section 509(a)(1) Organiza-
tions, and

���• Persons other than Disqualified persons
(defined on page 34 under Section
509(a)(3) Organizations).

Limit on gross receipts. In computing
the amount of support received from gross
receipts under (2) above, gross receipts from
related activities received from any person or
from any bureau or similar agency of a gov-
ernmental unit are includible in any tax year
only to the extent the gross receipts are not
more than the greater of $5,000 or 1% of the
organization's total support in that year.

Not-more-than-one-third support test. This
test will be met if an organization normally
receives no more than one-third of its support
in each tax year from the sum of:

1) Gross investment income, and

2) The excess (if any) of unrelated business
taxable income from unrelated trades or
businesses acquired after June 30, 1975
over the tax imposed on that income.

Gross investment income. Gross in-
vestment income means the gross amount
of income from interest, dividends, payments
with respect to securities loans, rents, and
royalties, but it does not include any income
that would be included in computing tax on
unrelated business income from trades or
businesses.

Definition of “normally.” Both support
tests are computed on the basis of the nature
of the organization's normal sources of sup-
port. An organization will be considered to
have normally met both tests for its current
tax year and the tax year immediately follow-
ing, if it meets those tests on the basis of the
total support received for the 4 tax years im-
mediately before the current tax year.

Exception for material changes in sources
of support. If during the current tax year
there are substantial and material changes in
an organization's sources of support other
than changes arising from unusual grants
(discussed later under Unusual grants), nei-
ther the 4–year computation period for the
current year as an immediately following tax
year, nor the 4–year computation period for
that year as a current tax year applies. In-
stead, the normal sources of support will be
determined on the basis of a 5–year period
consisting of the current tax year and the 4
preceding tax years.

For example, if material changes occur in
support for the year 1996, then even though
the organization meets the requirements of
the support tests based on the years
1991—1994 or 1992—1995, it does not meet
these tests unless it meets the requirements
based on the 5–year computation period of
1992—1996. An example of a substantial and
material change is the receipt of an unusually
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large contribution that does not qualify as an
unusual grant.

Effect on grantor or contributor. If an
organization is not able to meet either of the
support tests because of a substantial or
material change in the sources of support, its
status with respect to a grantor or contributor
will not be affected until notice of a change in
status is made to the public (such as by
publication in the Internal Revenue Bulletin).

However, this rule does not apply to any
grantor or contributor who:

1) Was responsible for the substantial or
material change,

2) Was aware of it, or

3) Has acquired knowledge that the IRS
gave notice to the organization that it
would no longer be classified as a sec-
tion 509(a)(2) organization.

A grantor or contributor (other than one
of the organization's founders, creators, or
foundation managers) is not considered re-
sponsible for, or aware of, the substantial and
material change if the grantor or contributor
made the grant or contribution relying upon
a written statement by the grantee organiza-
tion that the grant or contribution would not
result in the loss of the organization's classi-
fication as an organization that is not a private
foundation. The statement must be signed by
a responsible officer of the grantee organiza-
tion and must give enough information, in-
cluding a summary of the pertinent financial
data for the 4 preceding years, to assure a
reasonably prudent person that the grant or
contribution would not result in the loss of the
grantee organization's classification as not a
private foundation. If a reasonable doubt ex-
ists as to the effect of the grant or contribu-
tion, or if the grantor or contributor is one of
the organization's founders, creators, or
foundation managers, the grantee organiza-
tion may request a ruling from its key District
Director for the protection of the grantor or
contributor.

If there is no written statement, a grantor
or contributor will not be considered respon-
sible for a substantial and material change if
the total gifts, grants, or contributions re-
ceived from that grantor or contributor for a
tax year are 25% or less of the total support
received by the organization from all sources
for the 4 tax years immediately before the tax
year. (If the organization has not qualified as
“publicly supported” for those 5 years, see
Special computation period for new organ-
izations, next.) For this purpose, total support
does not include support received from that
particular grantor or contributor. The grantor
or contributor cannot be a person who is in a
position of authority, such as a foundation
manager, or who obtains a position of au-
thority or the ability to exercise control over
the organization because of the grant or
contribution.

Special computation period for new or-
ganizations.  A newly created organization
may need several years to establish its
normal sources of support. Organizations
generally are allowed a 5-year period to es-
tablish that they meet the section 509(a)(2)
support test. This is called the advance ruling
period. If an organization can reasonably be
expected to meet the support test by the end
of its advance ruling period, the IRS may is-
sue it an advance ruling or determination let-
ter. See Advance rulings for newly created

organizations, later. This will permit the or-
ganization to be treated as a section
509(a)(2) organization for its advance ruling
period.

An advance ruling or determination is not
a ruling that the organization will meet the
requirements of section 509(a)(2) during the
advance ruling period. An organization that
receives an advance ruling or determination
letter must, at the expiration of the advance
ruling period, establish that it satisfies the
section 509(a)(2) support requirements for
the years covered by the advance ruling, or
the organization will be presumed to be a
private foundation under section 508(b).

Unusual grants.  An unusual grant may be
excluded from the support test computation
if it:

1) Was attracted by the publicly supported
nature of the organization,

2) Was unusual or unexpected in amount,
and

3) Would, because of its size, adversely
affect the status of the organization as
normally meeting the one-third support
test. (The organization must otherwise
meet the test in that year without benefit
of the grant or contribution.)

Characteristics of an unusual grant. A
grant or contribution will be considered an
unusual grant if the above 3 factors apply and
it has all of the following characteristics. If
these factors and characteristics apply, then
even without the benefit of an advance ruling,
grantors or contributors have assurance that
they will not be considered responsible for
substantial and material changes in the or-
ganization's sources of support.

1) The grant or contribution is not made by
a person (or related person) who created
the organization or was a substantial
contributor to the organization before the
grant or contribution.

2) The grant or contribution is not made by
a person (or related person) who is in a
position of authority, such as a founda-
tion manager, or who otherwise has the
ability to exercise control over the or-
ganization. Similarly, the grant or contri-
bution is not made by a person (or re-
lated person) who, because of the grant
or contribution, obtains a position of au-
thority or the ability to otherwise exercise
control over the organization.

3) The grant or contribution is in the form
of cash, readily marketable securities,
or assets that directly further the organ-
ization's exempt purposes, such as a gift
of a painting to a museum.

4) The donee organization has received
either an advance or final ruling or de-
termination letter classifying it as a pub-
licly supported organization and, except
for an organization operating under an
advance ruling or determination letter,
the organization is actively engaged in
a program of activities in furtherance of
its exempt purpose.

5) No material restrictions or conditions
have been imposed by the grantor or
contributor upon the organization in
connection with the grant or contribution.

6) If the grant or contribution is intended for
operating expenses, rather than capital

items, the terms and amount of the grant
or contribution are expressly limited to
one year's operating expenses.

Ruling request. If there is any doubt that
a grant or contribution may be excluded as
an unusual grant, the grantee organization
may request a ruling, submitting all of the
necessary information for making a determi-
nation to its key District Director. The IRS has
the sole discretion of issuing a ruling, but if a
favorable ruling is issued, it may be relied on
by the grantor or contributor for purposes of
a charitable contributions deduction and by
the organization for purposes of the exclusion
for unusual grants. The organization should
follow the procedures set out in Revenue
Procedure 97–4 (or later update).

In addition to the characteristics listed
above, the following factors may be consid-
ered by the IRS in determining if the grant or
contribution is an unusual grant.

1) Whether the contribution was a bequest
or a transfer while living. A bequest will
ordinarily be given more favorable con-
sideration than a transfer while living.

2) Whether, before the contribution, the or-
ganization carried on an actual program
of public solicitation and exempt activ-
ities and was able to attract a significant
amount of public support.

3) Whether the organization met the one-
third support test in the past without the
benefit of any exclusions of unusual
grants.

4) Whether the organization may reason-
ably be expected to attract a significant
amount of public support after the con-
tribution. Continued reliance on unusual
grants to fund an organization's current
operating expenses may be evidence
that the organization cannot attract fu-
ture support from the general public.

5) Whether the organization has a repre-
sentative governing body.

Example 1. In 1992, Y, an organization
described in section 501(c)(3), was created
by Marshall Pine, the holder of all the com-
mon stock in M corporation, Lisa, Marshall's
wife, and Edward Forest, Marshall's business
associate. Each of the three creators made
small cash contributions to Y to enable it to
begin operations. The purpose of Y was to
sponsor and equip athletic teams composed
of underprivileged children of the community.
Between 1992 and 1995, Y was able to raise
small amounts of contributions through fund-
raising drives and selling admission to some
of the sponsored sporting events.

For its first year of operations, it was de-
termined that Y was excluded from the defi-
nition of private foundation under the pro-
visions of section 509(a)(2). Marshall made
small contributions to Y from time to time.
At all times, the operations of Y were carried
out on a small scale, usually being restricted
to the sponsorship of two to four baseball
teams composed of underprivileged children.

In 1996, M recapitalized and created a first
and second class of 6% nonvoting preferred
stock, most of which was held by Marshall
and Lisa. Marshall then contributed 49% of
his common stock in M to Y. Marshall, Lisa,
and Edward continued to be active partic-
ipants in the affairs of Y from its creation
through 1996. Marshall's contribution of M's
common stock was 90% of Y's total support
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for 1996. Although Y could satisfy the one-
third support test on the basis of the 4 tax
years before 1996, a combination of the facts
and circumstances preclude Marshall's con-
tribution of M's common stock in 1996 from
being excluded as an unusual grant.
Marshall's contribution in 1996 was a sub-
stantial and material change in Y's sources
of support and on the basis of the 5–year
period (1992 to 1996), Y would not be con-
sidered as normally  meeting the one-third
support test for the tax years 1996 (the cur-
rent tax year) and 1997 (the immediately fol-
lowing tax year).

Example 2. M, an organization described
in section 501(c)(3), was organized to pro-
mote the appreciation of ballet in a particular
region of the United States. Its principal ac-
tivities will consist of erecting a theater for the
performance of ballet and the organization
and operation of a ballet company. The gov-
erning body of M consists of nine prominent
unrelated citizens living in the region who
have either an expertise in ballet or a strong
interest in encouraging appreciation of ballet.
To provide sufficient capital for M to begin its
activities, X, a private foundation, makes a
grant of $500,000 in cash to M. Although
Albert Cedar, the creator of X, is one of the
nine members of M's governing body, was
one of M's original founders, and continues
to lend his prestige to M's activities and
fund-raising efforts, Albert does not, directly
or indirectly, exercise any control over M. By
the close of its first tax year, M also has re-
ceived a significant amount of support from
a number of smaller contributions and
pledges from members of the general public.
Upon the opening of its first season of ballet
performances, M expects to charge admis-
sion to the general public. Under these cir-
cumstances, the grant by X to M may be ex-
cluded as an unusual grant.

Advance rulings for newly created organ-
izations.  Newly created organizations gen-
erally are allowed an advance ruling period
of 5 years.

An organization that is claiming on its
Form 1023 (or other section 508(b) notice) to
be described under section 509(a)(2) must
have operated for at least 1 tax year consist-
ing of at least 8 months before the IRS will
make a final determination of its status.
However, if an organization can show that it
can reasonably be expected to qualify under
section 509(a)(2), the IRS will issue an ad-
vance ruling or determination letter on the
organization's private foundation status.
Generally, an advance ruling or determination
provides that an organization will be treated
as an organization described in section
509(a)(2) for an advance ruling period of 5
years.

A newly created organization may request
a ruling or determination that it will be treated
as a section 509(a)(2) organization for its first
5 tax years. This request must be filed with
a consent to extend the statute (Form 872–C)
that in effect states the organization will be
subject to private foundation taxes (under
section 4940) if it fails to qualify as not a pri-
vate foundation during the 5 year advance
ruling period.

In determining whether an organization
can meet the support tests, the basic consid-
eration is whether its organizational structure,
proposed programs or activities, and intended
method of operation will attract the type of
broadly based support from the general pub-

lic, public charities, and governmental units
that is necessary to meet the tests. The facts
that are relevant to this determination and the
weight accorded each fact may differ from
case to case. A favorable determination will
not be made when the facts indicate that an
organization is likely to receive less than
one-third of its support from permitted
sources or to receive more than one-third of
its support from gross investment income and
unrelated business taxable income.

All pertinent facts and circumstances are
taken into account in determining whether the
organizational structure, programs or activ-
ities, and method of operation of an organ-
ization will enable it to meet the tests for its
advance ruling period (discussed earlier).
Some pertinent factors considered are:

1) Whether the organization has or will
have a governing body that is composed
of persons having special knowledge in
the particular field in which the organ-
ization is operating or of community
leaders, such as elected officials, mem-
bers of the clergy, and educators, or, in
the case of a membership organization,
of individuals elected under the organ-
ization's governing instrument or bylaws
by a broadly based membership.

2) Whether a substantial part of the organ-
ization's initial funding is to be provided
by the general public, by public charities,
or by government grants rather than by
a limited number of grantors or contrib-
utors who are disqualified persons with
respect to the organization.

3) Whether a substantial proportion of the
organization's initial funds are placed,
or will remain, in an endowment and
whether the investment of those funds is
unlikely to result in more than one-third
of its total support being received from
gross investment income and from un-
related business taxable income in ex-
cess of the tax imposed on that income.

4) Whether an organization that carries on
fund-raising activities has developed a
concrete plan for solicitation of funds on
a community or area-wide basis.

5) Whether an organization that carries on
community service activities has a con-
crete program to carry out its work in the
community.

6) Whether membership dues for individual
(rather than institutional) members of an
organization that carries on education
or other exempt activities for or on behalf
of members have been fixed at rates
designed to make membership available
to a broad cross section of the public
rather than to restrict membership to a
limited number of persons.

7) Whether an organization that provides
goods, services, or facilities is or will be
required to make its services, facilities,
performances, or products available (re-
gardless of whether a fee is charged) to
the general public, public charities, or
governmental units rather than to a lim-
ited number of persons or organizations.

Reliance period. The reliance period for
a ruling or determination letter begins with the
inception of the organization and ends 90
days after the advance ruling period. The re-
liance period will be extended until a final
determination is made of the organization's

status only if the organization submits, within
the 90–day period, the necessary information
to determine whether it meets the require-
ments for a section 509(a)(2) organization.

However, this reliance period does not
apply to the section 4940 excise tax on net
investment income. Therefore, if it is later
determined that the organization was a pri-
vate foundation from its inception, the tax on
net investment income will be due without
regard to the ruling or determination letter.

Grantors or contributors. If a ruling or
determination letter is terminated before the
expiration of the reliance period, the status
of a charitable contribution deduction of a
grantor or contributor will not be affected until
notice of change of status is made public
(such as by publication in the Internal Reve-
nue Bulletin).

However, this rule will not apply if the
grantor or contributor is responsible for, or
aware of, the act or failure to act that resulted
in the organization's loss of section 509(a)(2)
status, or if a grantor or contributor acquires
knowledge that the IRS had given notice of
the loss of status to the organization.

Failure to obtain advance ruling. See
the corresponding discussion under Failure
to obtain advance ruling on page 27 of the
discussion of Section 509(a)(1)
Organizations.

Gifts, contributions, and grants distin-
guished from gross receipts.  In determin-
ing whether an organization normally receives
more than one-third of its support from per-
mitted sources, include all gifts, contributions,
and grants received from permitted sources
in the numerator of the support fraction in
each tax year. However, gross receipts from
admissions, sales of merchandise, perform-
ance of services, or furnishing facilities, in an
activity that is not an unrelated trade or busi-
ness, are includible in the numerator of the
support fraction in any tax year only to the
extent that the amounts received from any
person or from any bureau or similar agency
of a governmental unit are not more than the
greater of $5,000 or 1% of support.

Gifts and contributions. Any payment
of money or transfer of property without ade-
quate consideration is considered a gift or
contribution. When payment is made or
property is transferred as consideration for
admissions, sales of merchandise, perform-
ance of services, or furnishing facilities to the
donor, the status of the payment or transfer
under section 170(c) determines whether and
to what extent the payment or transfer is a
gift or contribution as distinguished from gross
receipts from related activities.

The amount includible in computing sup-
port from gifts, grants, or contributions of
property or use of property is the fair market
or rental value of the property at the date of
the gift or contribution.

Example. P is a local agricultural club and
is an organization described in section
501(c)(3). It makes awards at its annual fair
for outstanding specimens of produce and
livestock to encourage interest and profi-
ciency by young people in farming and raising
livestock. Most of these awards are cash or
other property donated by local businessmen.
When the awards are made, the donors are
given recognition for their donations by being
identified as the donor of the award. The
recognition given to donors is merely inci-
dental to the making of the award to worthy
youngsters. For these reasons, the donations
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are contributions. The amount includible in
computing support is equal to the cash con-
tributed or the fair market value of other
property on the dates contributed.

Grants.  Grants often contain certain
terms and conditions imposed by the grantor.
Because of the imposition of terms and con-
ditions, the frequent similarity of public pur-
poses of grantor and grantee, and the possi-
bility of benefit to the grantor, amounts
received as grants for  carrying on exempt
activities are sometimes difficult to distinguish
from amounts received as gross receipts
from  carrying on exempt activities.

In distinguishing the term gross receipts
from the term grants,  the term gross receipts
means amounts received from an activity that
is not an unrelated trade or business, if a
specific service, facility, or product is provided
to serve the direct and immediate needs of
the payor rather than primarily to confer a di-
rect benefit on the general public. In general,
payments made primarily to enable the payor
to realize or receive some economic or
physical benefit as a result of the service, fa-
cility, or product obtained will be treated as
gross receipts by the payee.

For example, a profit-making organization,
primarily for its own betterment, contracts with
a nonprofit organization for a service from that
organization. Any payments received by the
nonprofit organization (whether from the
profit-making organization or from another
nonprofit) for similar services are primarily for
the benefit of the payor and are therefore
gross receipts, rather than grants.

Research leading to the development of
tangible products for the use or benefit of a
payor generally will be treated as a service
provided to serve the direct and immediate
needs of the payor, while basic research or
studies carried on in the physical or social
sciences generally will be treated as primarily
to confer a direct benefit upon the general
public.

Medicare and Medicaid payments are
gross receipts from the exercise or perform-
ance of an exempt function. The individual
patient, not a governmental unit, actually
controls the ultimate recipient of these pay-
ments. Therefore, Medicare and Medicaid
receipts for services provided each patient
are included as gross receipts to the extent
they are not more than the greater of $5,000
or 1% of the organization's total support for
the tax year.

Membership fees distinguished from
gross receipts.  The fact that a membership
organization provides services, admissions,
facilities, or merchandise to its members as
part of its overall activities will not, in itself,
result in the classification of fees received
from members as gross receipts subject to
the $5,000 or 1% limit rather than member-
ship fees. However, if an organization uses
membership fees as a means of selling ad-
missions, merchandise, services, or the use
of facilities to members of the general public
who have no common goal or interest (other
than the desire to buy the admissions, mer-
chandise, services, or use of facilities), the
fees are not membership fees but are gross
receipts.

On the other hand, to the extent the basic
purpose of the payment is to provide support
for the organization rather than to buy ad-

missions, merchandise, services, or the use
of facilities, the payment is a membership fee.

Bureau defined. The term any bureau or
similar agency of a governmental unit  for
determining amounts subject to the $5,000
or 1% limit, means a specialized operating
unit of the executive, judicial, or legislative
branch of government in which business is
conducted under certain rules and regu-
lations. Since the term bureau refers to a unit
functioning at the operating, as distinct from
the policy-making, level of government, it
normally means a subdivision of a department
of government. The term would not usually
include those levels of government that are
basically policy-making or administrative,
such as the office of the Secretary or Assist-
ant Secretary of a department, but would
consist of the highest operational level under
the policy-making or administrative levels.

Amounts received from a unit functioning
at the policy-making or administrative level
of government are treated as received from
one bureau or similar agency of the unit. Units
of a governmental agency above the operat-
ing level are combined and considered a
separate bureau for this purpose. Thus, an
organization that has gross receipts from both
a policy-making or administrative unit and an
operational unit of a department will be
treated as having gross receipts from two
bureaus. For this purpose, the Departments
of Air Force, Army, and Navy are separate
departments and each has its own policy-
making, administrative, and operating units.

Example 1. The Bureau for Africa and the
Bureau for Latin America are considered
separate bureaus. Each is an operating unit
under the Administrator of the Agency for
International Development, a policy-making
official. If an organization had gross receipts
from both of these bureaus, the amount of
gross receipts from each would be subject to
the greater of $5,000 or the 1% limit.

Example 2. A bureau is an operating unit
under the administrative office of the Execu-
tive Director. The subdivisions of the bureau
are Geographic Areas and Project Develop-
ment Staff. If an organization had gross re-
ceipts from these subdivisions, the total gross
receipts from these subdivisions would be
considered gross receipts from the same bu-
reau and would be subject to the greater of
$5,000 or the 1% limit.

Grants from public charities.  For purposes
of the one-third support test, grants received
from a section 509(a)(1) organization (public
charity) are generally includible in full in
computing the numerator of the support frac-
tion for that tax year.

However, if the amount received is con-
sidered an indirect contribution from one of
the public charity's donors, it will retain its
character as a contribution from the donor,
and if, for example, the donor is a substantial
contributor to the ultimate recipient, the
amount is excluded from the numerator of the
support fraction. If a public charity makes both
an indirect contribution from its donor and an
additional grant to the ultimate recipient, the
indirect contribution is treated as made first.

An indirect contribution is one that is ex-
pressly or impliedly earmarked by the donor
as being for, or for the benefit of, a particular
recipient rather than for a particular purpose.

Method of accounting. An organization's
support is determined solely on the cash re-
ceipts and disbursements method of ac-
counting. For example, if a grantor makes a
grant to an organization payable over a term
of years, the grant will be includible in the
support fraction of the grantee organization
only when and to the extent amounts payable
under the grant are received by the grantee.

Gross receipts from a related activity.
When the charitable purpose of an organiza-
tion described in section 501(c)(3) is accom-
plished through furnishing facilities for a rental
fee or loans to a particular class of persons,
such as aged, sick, or needy persons, the
support received from those persons will be
considered gross receipts from a related ex-
empt activity rather than gross investment in-
come or unrelated business taxable income.

However, if the organization also furnishes
facilities or loans to persons who are not
members of a particular class and furnishing
the facilities or funds does not contribute im-
portantly to accomplishing the organization's
exempt purposes, the support received from
furnishing the facilities or funds will be con-
sidered rents or interest and will be treated
as gross investment income or unrelated
business taxable income.

Example. X, an organization described in
section 501(c)(3), is organized and operated
to provide living facilities for needy widows
of deceased servicemen. X charges the wid-
ows a small rental fee for the use of the fa-
cilities. Since X is accomplishing its exempt
purpose through the rental of the facilities, the
support received from the widows is consid-
ered gross receipts from a related exempt
activity. However, if X rents part of its facilities
to persons having no relationship to X's ex-
empt purpose, the support received from
these rentals will be considered gross invest-
ment income or unrelated business taxable
income.

Section 509(a)(3) Organizations
Section 509(a)(3) excludes from the definition
of private foundation those organizations that
meet all of the three following requirements.

1) The organization must be organized and
at all times thereafter operated exclu-
sively for the benefit of, to perform the
functions of, or to carry out the purposes
of one or more specified organizations
(which can be either domestic or foreign)
as described in section 509(a)(1) or (2).
These section 509(a)(1) and 509(a)(2)
organizations are commonly called pub-
licly supported  organizations.

2) The organization must be operated,
supervised, or controlled by or in con-
nection with one or more of the organ-
izations described in section 509(a)(1)
or (2).

3) The organization must not be controlled
directly or indirectly by disqualified per-
sons (defined later) other than founda-
tion managers and other than one or
more organizations described in section
509(a)(1) or (2).

Section 509(a)(3) differs from the other
provisions of section 509 that describe a
publicly supported organization. Instead of
describing an organization that conducts a
particular kind of activity or that receives fi-
nancial support from the general public, sec-

Page 32 Chapter 3  Section 501(c)(3) Organizations



tion 509(a)(3) describes organizations that
have established certain relationships in sup-
port of section 509(a)(1) or (2) organizations.
Thus, an organization may qualify as other
than a private foundation even though it may
be funded by a single donor, family, or cor-
poration. This kind of funding ordinarily would
indicate private foundation status, but a sec-
tion 509(a)(3) organization has limited pur-
poses and activities and gives up a significant
degree of independence.

The requirement in (2) above provides that
a supporting (section 509(a)(3)) organization
have one of three types of relationships with
one or more publicly supported (section
509(a)(1) or (2)) organizations. It must be:

1) Operated, supervised, or controlled by a
publicly supported organization,

2) Supervised or controlled in connection
with a publicly supported organization,
or

3) Operated in connection with a publicly
supported organization.

More than one type of relationship may exist
between a supporting organization and a
publicly supported organization. Any relation-
ship, however, must insure that the support-
ing organization will be responsive to the
needs or demands of, and will be an integral
part of or maintain a significant involvement
in, the operations of one or more publicly
supported organizations.

The first two relationships, “operated,
supervised, or controlled by” and “supervised
or controlled in connection with,” are based
on an existence of majority control of the
governing body of the supporting organization
by the publicly supported organization. They
have the same rules for meeting the tests
under requirement (1) and are discussed as
Category one in the following discussion. The
“operated in connection with” relationship re-
quires that the supporting organization be re-
sponsive to and have operational relation-
ships with publicly supported organizations.
This third relationship has different rules for
meeting the requirement (1) tests and is dis-
cussed separately as Category two.

Category one. This category includes or-
ganizations either “operated, supervised, or
controlled by” or “supervised or controlled in
connection with” organizations described in
section 509(a)(1) or (2).

These kinds of organizations have a gov-
erning body that either includes a majority of
members elected or appointed by one or
more publicly supported organizations or that
consists of the same persons that control or
manage the publicly supported organizations.
If an organization is to qualify under this cat-
egory, it also must meet an organizational
test, an operational test, and not be controlled
by disqualified persons. These requirements
are covered later in this discussion.

Operated, supervised, or controlled by.
Each of these terms, as used for supporting
organizations, presupposes a substantial de-
gree of direction over the policies, programs,
and activities of a supporting organization by
one or more publicly supported organizations.
The relationship required under any one of
these terms is comparable to that of a parent
and subsidiary, in which the subsidiary is un-
der the direction of and is accountable or re-
sponsible to the parent organization. This re-
lationship is established when a majority of
the officers, directors, or trustees of the sup-

porting organization are appointed or elected
by the governing body, members of the gov-
erning body, officers acting in their official
capacity, or the membership of one or more
publicly supported organizations.

A supporting organization may be oper-
ated, supervised, or controlled by one or more
publicly supported organizations even though
its governing body is not made up of repre-
sentatives of the specified publicly supported
organizations for whose benefit it is operated.
This occurs only if it can be demonstrated that
the purposes of the publicly supported or-
ganizations are carried out by benefiting the
specified publicly supported organizations
(discussed later under Specified organiza-
tions).

Supervised or controlled in connection
with. The control or management of the sup-
porting organization must be vested in the
same persons that control or manage the
publicly supported organization. In order for
an organization to be supervised or controlled
in connection with a publicly supported or-
ganization, common supervision or control by
the persons supervising or controlling both
organizations must exist to insure that the
supporting organization will be responsive to
the needs and requirements of the publicly
supported organization.

An organization will not be considered
supervised or controlled in connection with
one or more publicly supported organizations
if it merely makes payments (mandatory or
discretionary) to the publicly supported or-
ganizations. This is true even if the obligation
to make payments is legally enforceable and
the organization's governing instrument con-
tains provisions requiring the distribution.
These arrangements do not provide a suffi-
cient connection between the payor organ-
ization and the needs and requirements of the
publicly supported organizations to constitute
supervision or control in connection with the
organizations.

Organizational and operational tests. To
qualify as a section 509(a)(3) organization
(supporting organization), the organization
must be both organized and operated for the
purposes set out in requirement (1) at the
beginning of this section. If an organization
fails to meet either the organizational or the
operational test, it cannot qualify as a sup-
porting organization.

In the case of supporting organizations
created before 1970, the organizational and
operational tests apply as of January 1, 1970.
Therefore, even though the original articles
of organization did not limit its purposes to
those in requirement (1), and even though it
operated before 1970 for some purpose other
than those in requirement (1), an organization
will satisfy the organizational and operational
tests if, on January 1, 1970, and at all times
thereafter, it is so constituted as to comply
with these tests.

Organizational test. An organization is
organized exclusively for one or more of the
purposes specified in requirement (1) only if
its articles of organization:

1) Limit the purposes of the organization to
one or more of those purposes,

2) Do not expressly empower the organ-
ization to engage in activities that are not
in furtherance of those purposes,

3) “Specify” (as explained later under
Specified organizations) the publicly

supported organizations on whose be-
half the organization is operated, and

4) Do not expressly empower the organ-
ization to operate to support or benefit
any organization other than the ones
specified in item (3).

In meeting the organizational test, the or-
ganization's purposes as stated in its articles
may be as broad as, or more specific than,
the purposes set forth in requirement (1) at
the beginning of the discussion of Section
509(a)(3) Organizations. Therefore, an or-
ganization that by the terms of its articles is
formed for the benefit of one or more spec-
ified publicly supported organizations will, if it
otherwise meets the other requirements, be
considered to have met the organizational
test.

For example, articles stating that an or-
ganization is formed to perform the publishing
functions of a specified university are enough
to comply with the organizational test. An or-
ganization operated, supervised, or controlled
by, or supervised or controlled in connection
with, one or more publicly supported organ-
izations to carry out the purposes of those
organizations, will be considered to have met
these requirements if the purposes set forth
in its articles are similar to but no broader
than the purposes set forth in the articles of
its controlling organizations. If, however, the
organization by which it is operated, super-
vised, or controlled is a publicly supported
section 501(c)(4), (5), or (6) organization, the
supporting organization will be considered to
have met these requirements if its articles
require it to carry on charitable, etc., activities
within the meaning of section 170(c)(2).

Limits. An organization is not organized
exclusively for the purposes specified in re-
quirement (1) if its articles expressly permit it
to operate, to support, or to benefit any or-
ganization other than the specified publicly
supported organizations. It will not meet the
organizational test even though the actual
operations of the organization have been ex-
clusively for the benefit of the specified pub-
licly supported organizations.

Specified organizations. In order to meet
requirement (1), an organization must be or-
ganized and operated exclusively to support
or benefit one or more specified publicly
supported organizations. The manner in
which the publicly supported organizations
must be specified in the articles will depend
on whether the supporting organization is
“operated, supervised, or controlled by” or
“supervised or controlled in connection with”
the organizations or whether it is “operated in
connection with” the organizations.

Generally, the articles of the supporting
organization must designate each of the
specified organizations by name, unless:

1) The supporting organization is “oper-
ated, supervised, or controlled by” or
“supervised or controlled in connection
with” one or more publicly supported or-
ganizations and the articles of organiza-
tion of the supporting organization re-
quire that it be operated to support or
benefit one or more beneficiary organ-
izations that are designated by class or
purpose and include—

a) The publicly supported organiza-
tions referred to above (without
designating the organizations by
name), or
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b) Publicly supported organizations
that are closely related in purpose
or function to those publicly sup-
ported organizations, or

2) An historic and continuing relationship
exists between the supporting organiza-
tion and the publicly supported organ-
izations, and because of this relation-
ship, a substantial identity of interests
has developed between the organiza-
tions.

If a supporting organization is operated,
supervised, or controlled by, or is supervised
or controlled in connection with, one or more
publicly supported organizations, it will not fail
the test of being organized for the benefit of
specified organizations solely because its ar-
ticles:

1) Permit the substitution of one publicly
supported organization within a desig-
nated class for another publicly sup-
ported organization either in the same
or a different class designated in the ar-
ticles,

2) Permit the supporting organization to
operate for the benefit of new or addi-
tional publicly supported organizations
of the same or a different class desig-
nated in the articles, or

3) Permit the supporting organization to
vary the amount of its support among
different publicly supported organiza-
tions within the class or classes of or-
ganizations designated by the articles.

See also the rules considered under the Or-
ganizational test, in the later discussion for
organizations in Category two.

Operational test—permissible benefi-
ciaries. A supporting organization will be re-
garded as operated exclusively to support
one or more specified publicly supported or-
ganizations only if it engages solely in activ-
ities that support or benefit the specified or-
ganizations. These activities may include
making payments to or for the use of, or pro-
viding services or facilities for, individual
members of the charitable class benefited by
the specified publicly supported organization.

For example, a supporting organization
may make a payment indirectly through an-
other unrelated organization to a member of
a charitable class benefited by a specified
publicly supported organization, but only if the
payment is a grant to an individual rather than
a grant to an organization. Similarly, an or-
ganization will be regarded as operated ex-
clusively to support or benefit one or more
specified publicly supported organizations if
it supports or benefits a section 501(c)(3) or-
ganization, other than a private foundation,
that is operated, supervised, or controlled di-
rectly by or in connection with a publicly sup-
ported organization, or an organization that is
a publicly owned college or university. How-
ever, an organization will not be regarded as
one that is operated exclusively to support or
benefit a publicly supported organization if
any part of its activities is in furtherance of a
purpose other than supporting or benefiting
one or more specified publicly supported or-
ganizations.

Operational test—permissible activ-
ities. A supporting organization does not
have to pay its income to the publicly sup-
ported organizations to meet the operational
test. It may satisfy the test by using its income

to carry on an independent activity or program
that supports or benefits the specified publicly
supported organizations. All such support,
however, must be limited to permissible ben-
eficiaries described earlier. The supporting
organization also may engage in fund raising
activities, such as solicitations, fund raising
dinners, and unrelated trade or business, to
raise funds for the publicly supported organ-
izations or for the permissible beneficiaries.

Absence of control by disqualified per-
sons. The third requirement an organization
must meet to qualify as a supporting organ-
ization requires that the organization not be
controlled directly or indirectly by one or more
disqualified persons other than foundation
managers or one or more publicly supported
organizations.

Disqualified persons.  For the purposes
of the rules discussed in this publication, the
following persons are considered disqualified
persons:

1) All substantial contributors to the foun-
dation.

2) All foundation managers of the founda-
tion.

3) An owner of more than 20% of—

a) The total combined voting power of
a corporation that is (during such
ownership) a substantial contributor
to the foundation,

b) The profits interest of a partnership
that is (during such ownership) a
substantial contributor to the foun-
dation, or

c) The beneficial interest of a trust or
unincorporated enterprise that is
(during such ownership) a substan-
tial contributor to the foundation.

4) A member of the family of any of the in-
dividuals just listed.

5) A corporation of which more than 35%
of the total combined voting power is
owned by persons just listed.

6) A partnership of which more than 35%
of the profits interest is owned by per-
sons described in (1), (2), (3), or (4).

7) A trust, estate, or unincorporated enter-
prise of which more than 35% of the
beneficial interest is owned by persons
described in (1), (2), (3), or (4).

Remember, however, that foundation man-
agers and publicly supported organizations
are not disqualified persons for purposes of
the third requirement under section 509(a)(3).

If a person who is a disqualified person
with respect to a supporting organization,
such as a substantial contributor, is appointed
or designated as a foundation manager of the
supporting organization by a publicly sup-
ported beneficiary organization to serve as
the representative of the publicly supported
organization, that person is still a disqualified
person, rather than a representative of the
publicly supported organization.

An organization is considered controlled
for this purpose if the disqualified persons,
by combining their votes or positions of au-
thority, may require the organization to per-
form any act that significantly affects its op-
erations or may prevent the organization from
performing the act. This includes, but is not
limited to, the right of any substantial contrib-

utor or spouse to designate annually the re-
cipients from among the publicly supported
organizations of the income from his or her
contribution. Except as explained under Proof
of independent control, next, a supporting or-
ganization will be considered to be controlled
directly or indirectly by one or more disquali-
fied persons if the voting power of those per-
sons is 50% or more of the total voting power
of the organization's governing body, or if one
or more of those persons have the right to
exercise veto power over the actions of the
organization.

Thus, if the governing body of a founda-
tion is composed of five trustees, none of
whom has a veto power over the actions of
the foundation, and no more than two trustees
are at any time disqualified persons, the
foundation is not considered controlled di-
rectly or indirectly by one or more disqualified
persons by reason of this fact alone. How-
ever, all pertinent facts and circumstances
(including the nature, diversity, and income
yield of an organization's holdings, the length
of time particular stocks, securities, or other
assets are retained, and its manner of exer-
cising its voting rights with respect to stocks
in which members of its governing body also
have some interest) are considered in deter-
mining whether a disqualified person does in
fact indirectly control an organization.

Proof of independent control. An or-
ganization is permitted to establish to the
satisfaction of the IRS that disqualified per-
sons, in fact, do not directly or indirectly con-
trol it. For example, in the case of a religious
organization operated in connection with a
church, the fact that the majority of the or-
ganization's governing body is composed of
lay persons who are substantial contributors
to the organization will not disqualify the or-
ganization under section 509(a)(3) if a repre-
sentative of the church, such as a bishop or
other official, has control over the policies and
decisions of the organization.

Category two. This category includes or-
ganizations “operated in connection with” one
or more organizations described in section
509(a)(1) or (2).

This kind of section 509(a)(3) organization
is one that has certain types of operational
relationships. If an organization is to qualify
as a section 509(a)(3) organization because
it is “operated in connection with” one or more
publicly supported organizations, it must not
be controlled by disqualified persons (as de-
scribed earlier) and it must meet an organ-
izational test, a responsiveness test, an inte-
gral part test, and an operational test.

Organizational test. This test requires that
the organization, in its governing instrument:

1) Limit its purposes to supporting one or
more publicly supported organizations,

2) Designate the organizations “operated,
supervised, or controlled by,” and

3) Not have express powers inconsistent
with these purposes.

These tests apply to all supporting organiza-
tions.

In the case of an organization that is “op-
erated in connection with” one or more pub-
licly supported organizations, however, the
designation requirement under the organiza-
tional test can be satisfied using either of the
following two methods.
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Method one. If an organization is organ-
ized and operated to support one or more
publicly supported organizations and it is
“operated in connection with” that type of or-
ganization or organizations, then, its articles
of organization must designate the specified
organizations by name to satisfy the test. But
a supporting organization that has one or
more specified organizations designated by
name in its articles will not fail the organiza-
tional test solely because its articles:

1) Permit a publicly supported organization,
that is designated by class or purpose
rather than by name, to be substituted
for the publicly supported organization
or organizations designated by name in
the articles, but only if the substitution is
conditioned upon the occurrence of an
event that is beyond the control of the
supporting organization, such as loss of
exemption, substantial failure or aban-
donment of operations, or dissolution of
the organization or organizations desig-
nated in the articles,

2) Permit the supporting organization to
operate for the benefit of an organization
that is not a publicly supported organ-
ization, but only if the supporting organ-
ization is currently operating for the
benefit of a publicly supported organiza-
tion and the possibility of its operating for
the benefit of other than a publicly sup-
ported organization is remote, or

3) Permit the supporting organization to
vary the amount of its support between
different designated organizations, as
long as it meets the requirements of the
integral part test (discussed later) with
respect to at least one beneficiary or-
ganization.

If the beneficiary organization referred to
in (2) is not a publicly supported organization,
the supporting organization will not meet the
operational test. Therefore, if a supporting
organization substituted a beneficiary other
than a publicly supported organization and
operated in support of that beneficiary, the
supporting organization would not be one
described in section 509(a)(3).

Method two. If an historic and continuing
relationship exists between the supporting
organization and the publicly supported or-
ganizations, and because of this relationship,
a substantial identity of interests has devel-
oped between the organizations, then the ar-
ticles of organization will not have to desig-
nate the specified organization by name.

Responsiveness test.  An organization will
meet this test if it is responsive to the needs
or demands of the publicly supported organ-
izations. To meet this test, either of the fol-
lowing must be satisfied:

1) The publicly supported organizations
must elect, appoint, or maintain a close
and continuing relationship with the offi-
cers, directors, or trustees of the sup-
porting organization (Consequently, the
officers, directors, or trustees of the
publicly supported organizations have a
significant voice in the investment poli-
cies of the supporting organization, the
timing of grants and the manner of
making them, the selection of recipients,
and generally the use of the income or
assets of the supporting organization.);
or

2) The supporting organization is a chari-
table trust under state law, each speci-
fied publicly supported organization is a
named beneficiary under the trust's
governing instrument, and the benefi-
ciary organization has the power to en-
force the trust and compel an accounting
under state law.

For an organization that was supporting
or benefiting one or more publicly supported
organizations before November 20, 1970,
additional facts and circumstances, such as
an historic and continuing relationship be-
tween organizations, may be taken into ac-
count in addition to the factors described
earlier to establish compliance with the re-
sponsiveness test.

Integral part test.  The organization will meet
this test if it maintains a significant involve-
ment in the operations of one or more publicly
supported organizations and these organiza-
tions are in turn dependent upon the sup-
porting organization for the type of support
that it provides. To meet this test, either of
the following must be satisfied (unless transi-
tional rules, discussed later, apply):

1) The activities engaged in for, or on be-
half of, the publicly supported organiza-
tions are activities to perform the func-
tions of or to carry out the purposes of
the organizations, and, but for the in-
volvement of the supporting organiza-
tion, would normally be engaged in by
the publicly supported organizations
themselves, or

2) The supporting organization makes pay-
ments of substantially all of its income to,
or for the use of, publicly supported or-
ganizations, and the amount of support
received by one or more of these publicly
supported organizations is enough to
insure the attentiveness of these organ-
izations to the operations of the sup-
porting organization.

If item (2) is being relied on, a substantial
amount of the total support of the supporting
organization also must go to those publicly
supported organizations that meet the
attentiveness requirement with respect to the
supporting organization. Except as explained
in the next paragraph, the amount of support
received by a publicly supported organization
must represent a large enough part of the
organization's total support to insure such
attentiveness. In applying this, if the support-
ing organization makes payments to, or for
the use of, a particular department or school
of a university, hospital, or church, the total
support of the department or school must be
substituted for the total support of the benefi-
ciary organization.

Even when the amount of support re-
ceived by a publicly supported beneficiary
organization does not represent a large
enough part of the beneficiary organization's
total support, the amount of support received
from a supporting organization may be large
enough to meet the requirements of item (2)
of the integral part test if it can be demon-
strated that, in order to avoid the interruption
of a particular function or activity, the benefi-
ciary organization will be sufficiently attentive
to the operations of the supporting organiza-
tion. This may occur when either the sup-
porting organization or the beneficiary organ-
ization earmarks the support received from
the supporting organization for a particular

program or activity, even if the program or
activity is not the beneficiary organization's
primary program or activity, as long as the
program or activity is a substantial one.

All factors, including the number of bene-
ficiaries, the length and nature of the re-
lationship between the beneficiary and sup-
porting organization, and the purpose to
which the funds are put, will be considered in
determining whether the amount of support
received by a publicly supported beneficiary
organization is large enough to insure the
attentiveness of the organization to the oper-
ations of the supporting organization.

Normally, the attentiveness of a benefi-
ciary organization is motivated by the
amounts received from the supporting organ-
ization. Thus, the more substantial the
amount involved, in terms of a percentage of
the publicly supported organization's total
support, the greater the likelihood that the
required degree of attentiveness will be
present. However, in determining whether the
amount received from the supporting organ-
ization is large enough to insure the
attentiveness of the beneficiary organization
to the operations of the supporting organiza-
tion (including attentiveness to the nature and
yield of the supporting organization's invest-
ments), evidence of actual attentiveness by
the beneficiary organization is of almost equal
importance.

Imposing this requirement is merely one
of the factors in determining whether a sup-
porting organization is complying with the
attentiveness test. The absence of this re-
quirement will not preclude an organization
from classification as a supporting organiza-
tion if it complies with the other factors.

However, when none of the beneficiary
organizations are dependent upon the sup-
porting organization for a large enough
amount of their support, the requirements of
item (2) of the integral part test will not be
satisfied, even though the beneficiary organ-
izations have enforceable rights against the
supporting organization under state law.

If an organization cannot meet the re-
quirements of item (2) of the integral part test
for its current tax year solely because the
amount received by one or more of the ben-
eficiaries from the supporting organization is
no longer large enough, it can still qualify
under the integral part test if it can establish
that it has met the requirements of item (2)
of the integral part test for any 5–year period
and that there has been an historic and con-
tinuing relationship of support between the
organizations between the end of the 5–year
period and the tax year in question.

Transitional rule. A charitable trust cre-
ated before November 20, 1970, will meet the
integral part test if for tax years beginning af-
ter October 16, 1972, the trustee makes an-
nual written reports to all publicly supported
beneficiary organizations giving a description
of the trust assets (including a detailed list of
the assets and the income produced by them)
and if the following five conditions have been
met continuously since November 20, 1970.

1) All the unexpired interests in the trust are
devoted to charitable purposes.

2) The trust did not receive any grant, con-
tribution, bequest, or other transfer on
or after November 20, 1970.

3) The trust is required by its governing in-
strument to distribute all its net income
currently to designated publicly sup-
ported beneficiary organizations.
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4) The trustee does not have discretion to
vary either the beneficiaries or the
amounts payable to the beneficiaries.

5) None of the trustees would be disquali-
fied persons (other than foundation
managers) with respect to the trust if the
trust were treated as a private founda-
tion.

Operational test. The requirements for
meeting the operational test for organizations
“operated, supervised, or controlled by” pub-
licly supported organizations (discussed ear-
lier, beginning on page 23, under Qualifying
As Publicly Supported) have limited applica-
bility to organizations “operated in connection
with” one or more publicly supported organ-
izations. This is because the operational re-
quirements of the integral part test, just dis-
cussed, generally are more specific than the
general rules found for the operational test in
the preceding category. However, a support-
ing organization can fail both the integral part
test and the operational test if it conducts
activities of its own that do not constitute ac-
tivities or programs that would, but for the
supporting organization, have been con-
ducted by any publicly supported organization
named in the supporting organization's gov-
erning instrument. A similar result occurs for
such activities or programs that would not
have been conducted by an organization with
which the supporting organization has estab-
lished an historic and continuing relationship.

An organization operated in conjunction
with a social welfare organization, labor or
agricultural organization, business league,
chamber of commerce, or other organization
described in section 501(c)(4), (5), or (6), may
qualify as a supporting organization under
section 509(a)(3) and therefore not be clas-
sified as a private foundation if both the fol-
lowing conditions are met.

1) The supporting organization must meet
all the requirements previously specified
(the organizational tests, the operational
test, and the requirement that it be op-
erated, supervised, or controlled by or in
connection with one or more specified
organizations, and not be controlled by
disqualified persons).

2) The section 501(c)(4), (5), or (6) organ-
ization would be described in section
509(a)(2) if it was a charitable organiza-
tion described in section 501(c)(3). This
provision allows separate charitable
funds of certain noncharitable organiza-
tions to be described in section 509(a)(3)
if the noncharitable organizations re-
ceive their support and otherwise oper-
ate in the manner specified by section
509(a)(2).

Special rules of attribution.  To determine
whether an organization meets the not-more-
than-one-third support test in section
509(a)(2), amounts received by the organ-
ization from an organization that seeks to be
a section 509(a)(3) organization because of
its support of the organization are gross in-
vestment income (rather than gifts or contri-
butions) to the extent they are gross invest-
ment income of the distributing organization.
(This rule also applies to amounts received
from a charitable trust, corporation, fund, as-
sociation, or similar organization that is re-
quired by its governing instrument or other-
wise to distribute, or that normally does

distribute, at least 25% of its adjusted net in-
come to the organization, and whose distri-
bution normally comprises at least 5% of its
adjusted net income.) All income that is gross
investment income of the distributing organ-
ization will be considered distributed first by
that organization. If the supporting organiza-
tion makes distributions to more than one or-
ganization, the amount of gross investment
income considered distributed will be prorated
among the distributees.

Also, treat amounts paid by an organiza-
tion to provide goods, services, or facilities for
the direct benefit of an organization seeking
section 509(a)(2) status (rather than for the
direct benefit of the general public) in the
same manner as amounts received by the
latter organization. These amounts will be
treated as gross investment income to the
extent they are gross investment income of
the organization spending the amounts. An
organization seeking section 509(a) (2) status
must file a separate statement with its annual
information return, Form 990, listing all
amounts received from supporting organiza-
tions.

Relationships created for avoidance pur-
poses. If a relationship between an organ-
ization seeking section 509(a)(3) status and
an organization seeking section 509(a)(2)
status is established or availed of after Octo-
ber 9, 1969, and one of the purposes of es-
tablishing or using the relationship is to avoid
classification as a private foundation with re-
spect to either organization, then the charac-
ter and amount of support received by the
section 509(a)(3) organization will be attri-
buted to the section 509(a)(2) organization for
purposes of determining whether the latter
meets the support tests under section
509(a)(2). If this type of relationship is estab-
lished or used between an organization
seeking 509(a)(3) status and two or more or-
ganizations seeking 509(a)(2) status, the
amount and character of support received by
the former organization will be prorated
among the latter organizations.

In determining whether a relationship ex-
ists between an organization seeking
509(a)(3) status (supporting organization) and
one or more organizations seeking 509(a)(2)
status (beneficiary organizations) for the pur-
pose of avoiding private foundation status, all
pertinent facts and circumstances will be
taken into account. The following facts may
be used as evidence that such a relationship
was not  established or availed of to avoid
classification as a private foundation.

1) The supporting organization is operated
to support or benefit several specified
beneficiary organizations.

2) The beneficiary organization has a sub-
stantial number of dues-paying members
who have an effective voice in the man-
agement of both the supporting and the
beneficiary organizations.

3) The beneficiary organization is com-
posed of several membership organiza-
tions, each of which has a substantial
number of members, and the member-
ship organizations have an effective
voice in the management of the sup-
porting and beneficiary organizations.

4) The beneficiary organization receives a
substantial amount of support from the
general public, public charities, or gov-
ernmental grants.

5) The supporting organization uses its
funds to carry on a meaningful program
of activities to support or benefit the
beneficiary organization and, if the sup-
porting organization were a private
foundation, this use would be sufficient
to avoid the imposition of the tax on fail-
ure to distribute income.

6) The operations of the beneficiary and
supporting organizations are managed
by different persons, and each organ-
ization performs a different function.

7) The supporting organization is not able
to exercise substantial control or influ-
ence over the beneficiary organization
because the beneficiary organization re-
ceives support or holds assets that are
disproportionately large in comparison to
the support received or assets held by
the supporting organization.

Effect on 509(a)(3) organizations. If a ben-
eficiary organization fails to meet either of the
support tests of section 509(a)(2) due to
these provisions, and the beneficiary organ-
ization is one for whose support the organ-
ization seeking section 509(a)(3) status is
operated, then the supporting organization
will not be considered to be operated exclu-
sively to support or benefit one or more sec-
tion 509(a)(1) or (2) organizations and there-
fore would not qualify for section 509(a)(3)
status.

Classification under section 509(a). If an
organization is described in section 509(a)(1),
and is also described in either section
509(a)(2) or (3), it will be treated as a section
509(a)(1) organization.

Reliance by grantors and contributors. 
Once an organization has received a final
ruling or determination letter classifying it as
an organization described in section
509(a)(1), (2), or (3), the treatment of grants
and contributions and the status of grantors
and contributors to the organization will gen-
erally not be affected by reason of a later re-
vocation by the IRS of the organization's
classification until the date on which notice
of change of status is made to the public
(generally by publication in the Internal Rev-
enue Bulletin) or another applicable date, if
any, specified in the public notice. In appro-
priate cases, however, the treatment of grants
and contributions and the status of grantors
and contributors to an organization described
in section 509(a)(1), (2), or (3) may be af-
fected pending verification of the continued
classification of the organization. Notice to
this effect will be made in a public an-
nouncement by the IRS. In these cases, the
effect of grants and contributions made after
the date of the announcement will depend on
the statutory qualification of the organization
as an organization described in section
509(a)(1), (2), or (3).

CAUTION
!

The preceding paragraph shall not 
apply if the grantor or contributor:

1) Had knowledge of the revocation
of the ruling or determination
letter classifying the organization
as an organization described in
section 509(a)(1), (2), or (3), or

2) Was in part responsible for, or
was aware of, the act, the failure
to act, or the substantial and
material change on the part of

Page 36 Chapter 3  Section 501(c)(3) Organizations



the organization that gave rise to
the revocation.

Section 509(a)(4) Organizations
Section 509(a)(4) excludes from classification
as private foundations those organizations
that qualify under section 501(c)(3) as or-
ganized and operated for the purpose of
testing products for public safety. Gener-
ally, these organizations test consumer pro-
ducts to determine their acceptability for use
by the general public.

Private Operating
Foundations
Some private foundations qualify as private
operating foundations. These are types of
private foundations that, although lacking
general public support, make qualifying dis-
tributions directly for the active conduct of
their educational, charitable, and religious
purposes, as distinct from merely making
grants to other organizations for these pur-
poses.

Most of the restrictions and requirements
that apply to private foundations also apply to
private operating foundations. However, there
are advantages to being classified as a pri-
vate operating foundation. For example, a
private operating foundation (as compared to
a private foundation) can be the recipient of
grants from a private foundation without hav-
ing to distribute the funds received currently
within 1 year, and the funds nevertheless may
be treated as qualifying distributions by the
donating private foundation; charitable contri-
butions to a private operating foundation
qualify for a higher charitable deduction limit
on the donor's tax return; and for tax years
beginning after 1984, the excise tax on net
investment income does not apply to an ex-
empt operating foundation .

Private operating foundation means any
private foundation that meets the assets test,
the support test, or the endowment test, and
makes qualifying distributions directly for the
active conduct of its activities for which it was
organized of substantially all (85% or more)
of the lesser of its:

1) Adjusted net income, or

2) Minimum investment return.

Assets test. A private foundation will
meet the assets test if substantially more than
half (65% or more) of its assets are:

1) Devoted directly to the active conduct of
its exempt activity, to a functionally re-
lated business, or to a combination of the
two,

2) Stock of a corporation that is controlled
by the foundation (by ownership of at
least 80% of the total voting power of all
classes of stock entitled to vote and at
least 80% of the total shares of all other
classes of stock) and substantially all (at
least 85%) the assets of which are de-
voted as provided above, or

3) Any combination of (1) and (2).

This test is intended to apply to organizations
such as museums and libraries.

Support test. A private foundation will
meet the support test if:

1) Substantially all (at least 85%) of its
support (other than gross investment in-
come) is normally received from the
general public and five or more unrelated
exempt organizations,

2) Not more than 25% of its support (other
than gross investment income) is
normally received from any one exempt
organization, and

3) Not more than 50% of its support is
normally received from gross investment
income.

This test is intended to apply to special-
purpose foundations, such as learned societ-
ies and associations of libraries.

Endowment test. A foundation will meet
the endowment test if it normally makes
qualifying distributions directly for the active
conduct of its exempt function of at least
two-thirds of its minimum investment return.

The minimum investment return for any
private foundation for any tax year is 5% of
the excess of the total fair market value of all
assets of the foundation (other than those
used directly in the active conduct of its ex-
empt purpose) over the amount of indebt-
edness incurred to acquire those assets.

In determining whether the amount of
qualifying distributions is at least two-thirds
of the organization's minimum investment re-
turn, the organization is not required to trace
the source of the expenditures to determine
whether they were derived from investment
income or from contributions.

This test is intended to apply to organiza-
tions such as research organizations that ac-
tively conduct charitable activities but whose
personal services are so great in relationship
to charitable assets that the cost of those
services cannot be met out of small
endowments.

Exempt operating foundations. The ex-
cise tax on net investment income does not
apply to an exempt operating foundation. An
exempt operating foundation for the tax year
is any private foundation that—

1) Is an operating foundation, as described
previously,

2) Has been publicly supported for at least
10 tax years or was an operating foun-
dation on January 1, 1983, or for its last
taxable year ending before January 1,
1983,

3) Has a governing body that, at all times
during the tax year, is broadly represen-
tative of the general public and consists
of individuals no more than 25% of
whom are disqualified individuals, and

4) Does not have any officer, at any time
during the tax year, who is a disqualified
individual.

The foundation must obtain a ruling letter
from the IRS recognizing this special status.

New organization. If you are applying for
recognition of exemption as an organization
described in section 501(c)(3) and you wish
to establish that your organization is a private
operating foundation, you should complete
Schedule E of your exemption application
(Form 1023).

Lobbying
Expenditures
In general, if a substantial part of the activities
of your organization consists of carrying on
propaganda or otherwise attempting to in-
fluence legislation, your organization's ex-
emption from federal income tax will be de-
nied. However, a public charity (other than a
church, an integrated auxiliary of a church or
of a convention or association of churches,
or a member of an affiliated group of organ-
izations that includes a church, etc.) may
avoid this result. Such a charity can elect to
replace the substantial part of activities test
with a limit defined in terms of expenditures
for influencing legislation. Private foundations
cannot make this election.

Making the election. Use Form 5768,
Election/Revocation of Election By an Eligible
Section 501(c)(3) Organization To Make Ex-
penditures To Influence Legislation, to make
the election. The form must be signed and
postmarked within the first tax year to which
it applies. If the form is used to revoke the
election, it must be signed and postmarked
before the first day of the tax year to which it
applies.

Eligible section 501(c)(3) organizations
that have made the election to be subject to
the limits on lobbying expenditures must use
Part VI–A of Schedule A (Form 990) to figure
these limits.

Attempting to influence legislation. At-
tempting to influence legislation, for this pur-
pose, means:

1) Any attempt to influence any legislation
through an effort to affect the opinions
of the general public or any segment
thereof (grass roots lobbying), and

2) Any attempt to influence any legislation
through communication with any mem-
ber or employee of a legislative body or
with any government official or employee
who may participate in the formulation
of legislation (direct lobbying).

However, the term “attempting to influence
legislation” does not include the following
activities:

1) Making available the results of nonparti-
san analysis, study, or research,

2) Examining and discussing broad social,
economic, and similar problems,

3) Providing technical advice or assistance
(where the advice would otherwise con-
stitute the influencing of legislation) to a
governmental body or to a committee or
other subdivision thereof in response to
a written request by that body or subdi-
vision,

4) Appearing before or communicating with
any legislative body about a possible
decision of that body that might affect the
existence of the organization, its powers
and duties, its tax-exempt status, or the
deduction of contributions to the organ-
ization, or

5) Communicating with a government offi-
cial or employee, other than—
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a) A communication with a member
or employee of a legislative body
(when the communication would
otherwise constitute the influencing
of legislation), or

b) A communication with the principal
purpose of influencing legislation.

Also excluded are communications between
an organization and its bona fide members
about legislation or proposed legislation of
direct interest to the organization and the
members, unless these communications di-
rectly encourage the members to attempt to
influence legislation or directly encourage the
members to urge nonmembers to attempt to
influence legislation, as explained earlier.

Lobbying expenditures limits. If a public
charitable organization makes the election to
be subject to the lobbying expenditures limits
rules (instead of the substantial part of activ-
ities test), it will not lose its tax-exempt status
under section 501(c)(3), unless it normally
makes lobbying expenditures that are more
than 150% of the lobbying nontaxable
amount for the organization for each tax year
or normally makes grass roots expendi-
tures that are more than 150% of the grass
roots nontaxable amount for the organiza-
tion for each tax year. See Tax on excess
expenditures to influence legislation, later in
this section.

Lobbying expenditures. These are any
expenditures that are made for the purpose
of attempting to influence legislation, as dis-
cussed earlier under Attempting to influence
legislation.

Grass roots expenditures. This term re-
fers only to those lobbying expenditures that
are made to influence legislation by attempt-
ing to affect the opinions of the general public
or any segment thereof.

Lobbying nontaxable amount. The lob-
bying nontaxable amount for any organization
for any tax year is the lesser of $1,000,000
or:

1) 20% of the exempt purpose expendi-
tures if the exempt purpose expendi-
tures are not over $500,000,

2) $100,000 plus 15% of the excess of the
exempt purpose expenditures over
$500,000 if the exempt purpose expen-
ditures are over $500,000 but not over
$1,000,000,

3) $175,000 plus 10% of the excess of the
exempt purpose expenditures over
$1,000,000 if the exempt purpose ex-
penditures are over $1,000,000 but not
over $1,500,000, or

4) $225,000 plus 5% of the excess of the
exempt purpose expenditures over
$1,500,000 if the exempt purpose ex-
penditures are over $1,500,000.

The term exempt purpose expenditures
means the total of the amounts paid or in-
curred (including depreciation and amorti-
zation, but not capital expenditures) by an
organization for the tax year to accomplish its
exempt purposes. In addition, it includes:

1) Administrative expenses paid or incurred
for the organization's exempt purposes,
and

2) Amounts paid or incurred for the purpose
of influencing legislation, whether or not

the legislation promotes the organiza-
tion's exempt purposes.

Exempt purpose expenditures do not in-
clude  amounts paid or incurred to or for:

1) A separate fund-raising unit of the or-
ganization, or

2) One or more other organizations, if the
amounts are paid or incurred primarily
for fund raising.

Grass roots nontaxable amount. The
grass roots nontaxable amount for any or-
ganization for any tax year is 25% of the lob-
bying nontaxable amount for the organization
for that tax year.

Years for which election is effective. Once
an organization elects to come under these
provisions, the election will be in effect for all
tax years that end after the date of the
election and begin before the organization
revokes this election.

Note. These elective provisions for lobby-
ing activities by public charities do not apply
to a church, an integrated auxiliary of a
church or of a convention or association of
churches, or a member of an affiliated group
of organizations that includes a church, etc.,
or a private foundation. Moreover, these pro-
visions will not apply to any organization for
which an election is not in effect.

Expenditures of affiliated organizations. If
two or more section 501(c)(3) organizations
are members of an affiliated group of organ-
izations and at least one of these organiza-
tions has made the election regarding the
treatment of certain lobbying expenditures,
then the determination as to whether excess
lobbying expenditures have been made and
the determination as to whether the expendi-
ture limits, described earlier, have been ex-
ceeded by more than 150% will be made as
though the affiliated group is one organiza-
tion.

If the group has excess lobbying expen-
ditures, each organization for which the
election is effective for the year will be treated
as an organization that has excess lobbying
expenditures in an amount that equals the
organization's proportionate share of the
group's excess lobbying expenditures. Fur-
ther, if the expenditure limits, described in this
section, are exceeded by more than 150%,
each organization for which the election is
effective for that year will lose its tax-exempt
status under section 501(c)(3). 

Two organizations will be considered
members of an affiliated group of organiza-
tions if:

1) The governing instrument of one of the
organizations requires it to be bound by
decisions of the other organization on
legislative issues, or

2) The governing board of one of the or-
ganizations includes persons who—

a) Are specifically designated repre-
sentatives of the other organization
or are members of the governing
board, officers, or paid executive
staff members of the other organ-
ization, and

b) Have enough voting power to cause
or prevent action on legislative is-
sues by the controlled organization
by combining their votes.

Tax on excess expenditures to influence
legislation.  If an election for a tax year is in
effect for an organization and that organiza-
tion exceeds the lobbying expenditures limits,
an excise tax of 25% of the excess lobbying
expenditures for the tax year will be imposed.
Excess lobbying expenditures for a tax year,
in this case, means the greater of:

1) The amount by which the lobbying ex-
penditures made by the organization
during the tax year are more than the
lobbying nontaxable amount for the or-
ganization for that tax year, or

2) The amount by which the grass roots
expenditures made by the organization
during the tax year are more than the
grass roots nontaxable amount for the
organization for that tax year.

Eligible organizations that have made the
election to be subject to the limits on lobbying
expenditures and that owe the tax on excess
lobbying expenditures (as computed in Part
VI–A of Schedule A (Form 990)) must file
Form 4720, Return of Certain Excise Taxes
on Charities and Other Persons Under
Chapters 41 and 42 of the Internal Revenue
Code, to report and pay the tax.

Organization that no longer qualifies.
An organization that no longer qualifies for
exemption under section 501(c)(3) because
of substantial lobbying activities will not at any
time thereafter be treated as an organization
described in section 501(c)(4). This pro-
vision, however, does not apply to certain or-
ganizations (churches, etc.) that cannot make
the election discussed earlier.

Tax on disqualifying lobbying expendi-
tures.  The law imposes a tax on certain or-
ganizations if they no longer qualify under
section 501(c)(3) by reason of having made
disqualifying lobbying expenditures. An addi-
tional tax may be imposed on the managers
of those organizations.

Tax on organization. Organizations that
lose their exemption under section 501(c)(3)
due to lobbying activities generally will be
subject to an excise tax of 5% of the lobbying
expenditures. The tax does not apply to pri-
vate foundations. Also, the tax does not apply
to organizations that have elected the lobby-
ing limits of section 501(h) or to churches or
church-related organizations that cannot elect
these limits. This tax is to be paid by the or-
ganization.

Tax on managers. Managers may also
be liable for a 5% tax on the lobbying expen-
ditures that result in the disqualification of the
organization. For the tax to apply, a manager
would have to agree to the expenditures
knowing that the expenditures were likely to
result in revocation of the organization's ex-
empt status. No tax will be imposed if the
manager's agreement is not willful and is due
to reasonable cause.

Excise taxes on political expenditures. 
The law imposes an excise tax on the political
expenditures of section 501(c)(3) organiza-
tions. A two-tier tax is imposed on both the
organizations and the managers of those or-
ganizations.

Taxes on organizations. An initial tax of
10% of certain political expenditures is im-
posed on a charitable organization. A second
tax of 100% of the expenditure is imposed if
the political expenditure that resulted in the
imposition of the initial (first-tier) tax is not
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corrected within a specified period. These
taxes must be paid by the organization.

Taxes on managers. An initial tax of
21 / 2% of the amount of certain political ex-
penditures is imposed on a manager of an
organization who agrees to such expendi-
tures knowing that they are political expendi-
tures. No tax will be imposed if the manager's
agreement was not willful and was due to
reasonable cause. A second tax of 50% of the
expenditures is imposed on a manager if he
or she refuses to agree to a correction of the
expenditures that resulted in the imposition
of the initial (first-tier) tax. For purposes of
these taxes, an organization manager is
generally an officer, director, trustee, or any
employee having authority or responsibility
concerning the organization's political expen-
ditures. These taxes must be paid by the
manager of the organization.

Political expenditures. Generally, poli-
tical expenditures that will trigger these taxes
are amounts paid or incurred by a section
501(c)(3) organization in any participation or
intervention in any political campaign for or
against any candidate for public office. Poli-
tical expenditures include publication or dis-
tribution of statements for these purposes.
Political expenditures also include certain ex-
penditures by organizations that are formed
primarily to promote the candidacy (or pro-
spective candidacy) of an individual for public
office and by organizations that are effectively
controlled by a candidate and are used pri-
marily to promote that candidate.

Correction of expenditure. A correction
of a political expenditure is the recovery, if
possible, of all or part of the expenditure and
the establishment of safeguards to prevent
future political expenditures.

Status after loss of exemption for lobbying
or political activities. As explained earlier,
an organization can lose its tax–exempt sta-
tus under section 501(c)(3) of the Code be-
cause of lobbying activities or participation or
intervention in a political campaign on behalf
of or in opposition to a candidate for public
office. If this happens to an organization, it
cannot later qualify for exemption under sec-
tion 501(c)(4) of the Code.

4.
Other Section
501(c)
Organizations

Introduction
This chapter contains specific information for
certain organizations described in section
501(c), other than those organizations that
are described in section 501(c)(3); the latter
organizations are covered in chapter 3 of this
publication.

The Table of Contents at the beginning
of this publication, as well as the Organization
Reference Chart on page 51, may help you

locate at a glance the type of organization
discussed in this chapter.

501(c)(4)—
Civic Leagues and
Social Welfare
Organizations
If your organization is not organized for profit
and will be operated only to promote social
welfare, you should file Form 1024 to apply
for recognition of exemption from federal in-
come tax under section 501(c)(4). The dis-
cussion that follows describes the information
you must provide when applying. For appli-
cation procedures, see chapter 1.

To qualify for exemption under section
501(c)(4), the organization's net earnings
must be devoted only to charitable, educa-
tional, or recreational purposes. In addition,
no part of the organization's net earnings may
benefit any private shareholder or individual.
If the organization provides an “excess
benefit” to certain persons, an excise tax may
be imposed. See Excise tax on excess ben-
efits under Public Charities in chapter 3 for
more information about this tax.

Examples. Examples of types of organiza-
tions that are considered to be social welfare
organizations are civic associations and vol-
unteer fire companies.

Nonprofit operation. You must submit evi-
dence that your organization is organized and
will be operated on a nonprofit basis. How-
ever, such evidence, including the fact that
your organization is organized under a state
law relating to nonprofit corporations, will not
in itself establish a social welfare purpose.

Social welfare. To establish that your or-
ganization is organized exclusively to pro-
mote social welfare, you should submit evi-
dence with your application showing that your
organization will operate primarily to further
(in some way) the common good and general
welfare of the people of the community (such
as by bringing about civic betterment and
social improvements).

An organization that restricts the use of its
facilities to employees of selected corpo-
rations and their guests is primarily benefiting
a private group rather than the community. It
therefore does not qualify as a section
501(c)(4) organization. Similarly, an organ-
ization formed to represent member-tenants
of an apartment complex does not qualify,
since its activities benefit the member-tenants
and not all tenants in the community. How-
ever, an organization formed to promote the
legal rights of all tenants in a particular com-
munity may qualify under section 501(c)(4)
as a social welfare organization.

Political activity.  Promoting social welfare
does not include direct or indirect participation
or intervention in political campaigns on be-
half of or in opposition to any candidate for
public office. However, if you submit proof
that your organization is organized exclu-
sively to promote social welfare, it may still
obtain exemption even if it participates legally
in some political activity on behalf of or in
opposition to candidates for public office. See
the discussion in chapter 2 under Return for
Political Activity.

Social activity. If social activities will be the
primary purpose of your organization, you
should not file an application for exemption
as a social welfare organization but should file
for exemption as a social club described in
section 501(c)(7).

Retirement benefit program. An organiza-
tion established by its members that has as
its primary activity providing supplemental
retirement benefits to its members or death
benefits to their beneficiaries does not qualify
as an exempt social welfare organization. It
may qualify under another paragraph of sec-
tion 501(c) depending on all the facts.

However, a nonprofit association that is
established, maintained, and funded by a lo-
cal government to provide the only retirement
benefits to a class of employees may qualify
as a social welfare organization under section
501(c)(4).

Tax treatment of donations. Donations to
volunteer fire companies are deductible on
the donor's federal income tax return, but only
if made for exclusively public purposes. Con-
tributions to civic leagues or other section
501(c)(4) organizations generally are not
deductible as charitable contributions for fed-
eral income tax purposes. They may be
deductible as trade or business expenses, if
ordinary and necessary in the conduct of the
taxpayer's business. However, see De-
duction not allowed for dues used for political
or legislative activities on page 41 for more
information.

Specific Organizations
The following information should be contained
in the application form and accompanying
statements of certain types of civic leagues
or social welfare organizations.

Volunteer fire companies.  If your organ-
ization wishes to obtain exemption as a vol-
unteer fire company or similar organization,
you should submit evidence that its members
are actively engaged in fire fighting and simi-
lar disaster assistance, whether it actually
owns the fire fighting equipment, and whether
it provides any assistance for its members,
such as death and medical benefits in case
of injury to them.

If your organization does not have an in-
dependent social purpose, such as providing
recreational facilities for members, it may be
exempt under section 501(c)(3). In this event,
your organization should file Form 1023.

Homeowners associations.  A membership
organization formed by a real estate devel-
oper to own and maintain common green
areas, streets, and sidewalks and to enforce
covenants to preserve the appearance of the
development should show that it is operated
for the benefit of all the residents of the
community. The term “community” generally
refers to a geographical unit recognizable as
a governmental subdivision, unit, or district
thereof. Whether a particular association
meets the requirement of benefiting a com-
munity depends on the facts and circum-
stances of each case. Even if an area repre-
sented by an association is not a community,
the association can still qualify for exemption
if its activities benefit a community.

The association should submit evidence
that areas such as roadways and park land
that it owns and maintains are open to the
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general public and not just its own members.
It also must show that it does not engage in
exterior maintenance of private homes.

A homeowners association that is not ex-
empt under section 501(c)(4) and that is ei-
ther a condominium management association
or a residential real estate management as-
sociation generally may elect under the pro-
visions of section 528 to receive certain tax
benefits that, in effect, permit it to exclude its
exempt function income from its gross in-
come.

Other organizations. Other nonprofit organ-
izations that qualify as social welfare organ-
izations include:

���• An organization operating an airport that
is on land owned by a local government,
which supervises the airport's operation,
and that serves the general public in an
area with no other airport,

���• A community association that works to
improve public services, housing and
residential parking, publishes a free
community newspaper, sponsors a com-
munity sports league, holiday programs
and meetings, and contracts with a pri-
vate security service to patrol the com-
munity,

���• A community association devoted to
preserving the community's traditions,
architecture, and appearance by repre-
senting it before the local legislature and
administrative agencies in zoning, traffic,
and parking matters,

���• An organization that tries to encourage
industrial development and relieve un-
employment in an area by making loans
to businesses so they will relocate to the
area, and

���• An organization that holds an annual
festival of regional customs and tradi-
tions.

501(c)(5)—
Labor, Agricultural,
and Horticultural
Organizations
If you are a member of an organization that
wants to obtain recognition of exemption from
federal income tax as a labor, agricultural, or
horticultural organization, you should submit
an application on Form 1024. You must indi-
cate in your application for exemption and
accompanying statements that your organ-
ization will not permit its net earnings to inure
to the benefit of any member. In addition, you
should follow the procedure for obtaining
recognition of exempt status described in
chapter 1. Submit any additional information
that may be required, as described in this
section.

Tax treatment of donations. Contributions
to labor, agricultural, and horticultural organ-
izations are not deductible as charitable con-
tributions on the donor's federal income tax
return. However, such payments may be
deductible as business expenses, provided
they are ordinary and necessary in the con-
duct of the taxpayer's trade or business. For

more information about certain limits affecting
the deductibility of these business expenses,
see Deduction not allowed for dues used for
political or legislative activities on page 41.

Labor Organizations
A labor organization is an association of
workers, usually in the form of a labor union,
council, or committee, that is organized to
protect and promote the interests of labor in
connection with employment.

To show that your organization has the
purpose of a labor organization, you should
include in the articles of organization or ac-
companying statements (submitted with your
exemption application) information establish-
ing that the organization is organized to better
the conditions of workers, improve the grade
of their products, and develop a higher de-
gree of efficiency in their respective occupa-
tions. In addition, no net earnings of the or-
ganization may inure to the benefit of any
member.

Composition of membership. While a labor
organization generally is composed of em-
ployees or representatives of the employees
(in the form of collective bargaining agents)
and similar employee groups, evidence that
an organization's membership consists
mainly of workers does not in itself indicate
an exempt purpose. You must show in your
application that your organization has the
purposes described in the preceding para-
graph. These purposes may be accomplished
by a single labor organization acting alone or
by several organizations acting together
through a separate organization.

Benefits to members. The payment by a la-
bor organization of death, sick, accident, and
similar benefits to its individual members with
funds contributed by its members, if made
under a plan to better the conditions of the
members, does not preclude exemption as a
labor organization. However, an organization
does not qualify for exemption as a labor or-
ganization if it has no authority to represent
members in job-related matters, even if it
provides weekly income to its members in the
event of a lawful strike by the members' un-
ion, in return for an annual payment by the
member.

Agricultural and
Horticultural Organizations
Agricultural and horticultural organizations are
connected with raising livestock, forestry,
harvesting crops or aquatic resources, the
cultivation of useful or ornamental plants, and
similar pursuits.

For the purpose of these provisions,
aquatic resources include only animal or
vegetable life, but not mineral resources. The
term harvesting, in this case, includes fishing
and related pursuits.

Agricultural organizations may be quasi-
public in character and are often designed to
encourage the development of better agricul-
tural and horticultural products through a
system of awards, using income from entry
fees, gate receipts, and donations to meet the
necessary expenses of upkeep and opera-
tion. When the activities are directed toward
the improvement of marketing or other busi-
ness conditions in one or more lines of busi-
ness, rather than the improvement of pro-
duction techniques or the betterment of the

conditions of persons engaged in agriculture,
the organization must qualify for exemption
as a business league, board of trade, or other
organization, as discussed next in the section
on 501(c)(6) organizations.

The primary purpose of exempt agricul-
tural and horticultural organizations must be
to better the conditions of those engaged in
agriculture or horticulture, develop more effi-
ciency in agriculture or horticulture, or im-
prove the grade of products.

The following list contains some exam-
ples  of activities that show an agricultural or
horticultural purpose:

1) Promoting various cooperative agricul-
tural, horticultural, and civic activities
among rural residents by a state and
county farm and home bureau,

2) Exhibiting livestock, farm products, and
other characteristic features of agricul-
ture and horticulture,

3) Testing soil for members and nonmem-
bers of the farm bureau on a cost basis,
the results of the tests and other recom-
mendations being furnished to the com-
munity members to educate them in soil
treatment,

4) Guarding the purity of a specific breed
of livestock, 

5) Encouraging improvements in the pro-
duction of fish on privately-owned fish
farms, and

6) Negotiating with processors for the price
to be paid to members for their crops.

501(c)(6)—
Business Leagues,
Etc.
If your association wants to apply for recog-
nition of exemption from federal income tax
as a nonprofit business league, chamber of
commerce, real estate board, board of trade,
or professional football league (whether or not
administering a pension fund for football
players), it should file Form 1024. For a dis-
cussion of the procedure to follow, see chap-
ter 1.

Your organization must indicate in its ap-
plication form and attached statements that
no part of its net earnings will inure to the
benefit of any private shareholder or individ-
ual and that it is not organized for profit or
organized to engage in an activity ordinarily
carried on for profit (even if the business is
operated on a cooperative basis or produces
only sufficient income to be self-sustaining).

In addition, your organization must be pri-
marily engaged in activities or functions that
are the basis for its exemption. It must be
primarily supported by membership dues and
other income from activities substantially re-
lated to its exempt purpose.

A business league, in general, is an as-
sociation of persons having some common
business interest, the purpose of which is to
promote that common interest and not to en-
gage in a regular business of a kind ordinarily
carried on for profit. Trade associations and
professional associations are considered
business leagues.
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Chamber of commerce.  A chamber of
commerce usually is composed of the mer-
chants and traders of a city.

Board of trade. A board of trade often con-
sists of persons engaged in similar lines of
business. For example, a nonprofit organiza-
tion formed to regulate the sale of a specified
agricultural commodity to assure equal treat-
ment of producers, warehouse workers, and
buyers is a board of trade.

Chambers of commerce and boards of
trade usually promote the common economic
interests of all the commercial enterprises in
a given trade community.

Real estate board. A real estate board con-
sists of members interested in improving the
business conditions in the real estate field. It
is not organized for profit and no part of the
net earnings inures to the benefit of any pri-
vate shareholder or individual.

General purpose. You must indicate in the
material submitted with your application that
your organization will be devoted to the im-
provement of business conditions of one or
more lines of business as distinguished from
the performance of particular services for in-
dividual persons. It must be shown that the
conditions of a particular trade or the interests
of the community will be advanced. Merely
indicating the name of the organization or the
object of the local statute under which it is
created is not enough to demonstrate the re-
quired general purpose.

Line of business. This term generally
refers either to an entire industry or to all
components of an industry within a ge-
ographic area. It does not include a group
composed of businesses that market a par-
ticular brand within an industry.

Common business interest. A common
business interest of all members of the or-
ganization must be established by the appli-
cation documents.

Examples of activities that would tend to
illustrate a common business interest are:

1) Promotion of higher business standards
and better business methods and en-
couragement of uniformity and cooper-
ation by a retail merchants association,

2) Education of the public in the use of
credit,

3) Establishment of uniform casualty rates
and compilation of statistical information
by an insurance rating bureau operated
by casualty insurance companies,

4) Establishment and maintenance of the
integrity of a local commercial market,

5) Operation of a trade publication primarily
intended to benefit an entire industry,
and

6) Encouragement of the use of goods and
services of an entire industry (such as a
lawyer referral service whose main pur-
pose is to introduce individuals to the
use of the legal profession in the hope
that they will enter into lawyer-client re-
lationships on a paying basis as a re-
sult).

Improvement of business conditions
generally must be shown to be the purpose
of the organization. This is not established by
evidence of particular services that provide a
convenience or economy to individual mem-

bers in their businesses, such as advertising
that carries the name of members, interest
free loans, assigning exclusive franchise
areas, operation of a real estate multiple list-
ing system, or operation of a credit reporting
agency.

Stock or commodity exchange. A stock or
commodity exchange is not a business
league, chamber of commerce, real estate
board, or board of trade and is not exempt
under section 501(c)(6).

Legislative activity.  An organization that is
exempt under section 501(c)(6) may work for
the enactment of laws to advance the com-
mon business interests of the organization's
members.

Deduction not allowed for dues used for
political or legislative activities.  A taxpayer
cannot deduct the part of dues or other pay-
ments to a business league, trade associ-
ation, labor union, or similar organization that
is for any of the following activities:

 1) Influencing legislation,

2) Participating or intervening in a political
campaign for, or against, any candidate
for public office,

3) Trying to influence the general public,
or part of the general public, with respect
to elections, legislative matters, or refer-
endums (also known as “grassroots lob-
bying”), or

4) Communicating directly with certain
executive branch officials to try to influ-
ence their official actions or positions.

See Dues Used for Lobbying or Political Ac-
tivities under Required Disclosures in chapter
2 for more information.

Exception for local legislation. Mem-
bers may deduct dues (or assessments) to
an organization that are for expenses of:

1) Appearing before, submitting statements
to, or sending communications to mem-
bers of a local council or similar govern-
ing body with respect to legislation or
proposed legislation of direct interest to
the member, or

2) Communicating information between the
member and the organization with re-
spect to local legislation or proposed
legislation of direct interest to the or-
ganization or the member.

Legislation or proposed legislation is of direct
interest to a taxpayer if it will, or may rea-
sonably be expected to, affect the taxpayer's
trade or business.

De minimis exception. In-house expen-
ditures of $2,000 or less for the year for ac-
tivities (1)–(4) listed earlier will not prevent a
deduction for dues, if the dues meet all other
tests to be deductible as a business expense.

Grassroots lobbying. A tax-exempt trade
association, labor union, or similar organiza-
tion is considered to be engaging in
grassroots lobbying if it contacts prospective
members or calls upon its own members to
contact their employees and customers for
the purpose of urging such persons to com-
municate with their elected state or Congres-
sional representatives to support the pro-
motion, defeat, or repeal of legislation that is
of direct interest to the organization. Any dues
or assessments directly related to such ac-

tivities are not deductible by the taxpayer,
since the individuals being contacted, who are
not members of the organization, are a seg-
ment of the general public.

Appeal procedures.  If the IRS deter-
mines that dues or other payments made by
contributors to a labor union, trade associ-
ation, or similar organization are not deduct-
ible because of the lobbying or political activ-
ity of the organization, the appeal procedures
discussed in chapter 1 will apply to the or-
ganization.

Tax treatment of donations. Contributions
to organizations described in this section are
not deductible as charitable contributions on
the donor's federal income tax return. They
may be deductible as trade or business ex-
penses if ordinary and necessary in the con-
duct of the taxpayer's business.

501(c)(7)—
Social and
Recreation Clubs
If your club is organized for pleasure, recre-
ation, and other similar nonprofitable pur-
poses and substantially all of its activities are
for these purposes, it should file Form 1024
to apply for recognition of exemption from
federal income tax.

In applying for recognition of exemption,
you should submit the information described
in this section. Also see chapter 1 for the
procedures to follow.

Typical organizations that should file for
recognition of exemption as social clubs in-
clude:

���• College alumni associations that are not
described in chapter 3 under Alumni as-
sociation,

���• College fraternities or sororities operating
chapter houses for students,

���•  Country clubs,

���• Amateur hunting, fishing, tennis, swim-
ming, and other sport clubs,

���• Dinner clubs that provide a meeting
place, library, and dining room for mem-
bers,

���•  Hobby clubs,

���• Garden clubs, and

���• Variety clubs.

Discrimination prohibited. Your organiza-
tion will not be recognized as tax exempt if its
charter, bylaws, or other governing instru-
ment, or any written policy statement provides
for discrimination against any person on the
basis of race, color, or religion.

However, a club that in good faith limits its
membership to the members of a particular
religion to further the teachings or principles
of that religion and not to exclude individuals
of a particular race or color will not be con-
sidered as discriminating on the basis of reli-
gion. Also, the restriction on religious dis-
crimination does not apply to a club that is
an auxiliary of a fraternal beneficiary society
(discussed later) if that society is described
in section 501(c)(8) and exempt from tax un-
der section 501(a) and limits its membership
to the members of a particular religion.
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Private inurement prohibited. No part of the
organization's net earnings may inure to the
benefit of any person having a personal and
private interest in the activities of the organ-
ization. For purposes of this requirement, it is
not necessary that net earnings be actually
distributed. Even undistributed earnings can
benefit members. Examples of this include a
decrease in membership dues or an increase
in the services the club provides to its mem-
bers without a corresponding increase in dues
or other fees paid for club support. However,
fixed fee payments to members who bring
new members into the club are not an
inurement of the club's net earnings, if the
payments are reasonable compensation for
performance of a necessary administrative
service.

Purposes. To show that your organization
possesses the characteristics of a club within
the meaning of the exemption law, you should
submit evidence with your application that
personal contact, commingling, and fellow-
ship exist among members. You must show
that members are bound together by a com-
mon objective of pleasure, recreation, and
other nonprofitable purposes.

Fellowship need not be present between
each member and every other member of a
club if it is a material part in the life of the
organization. A statewide or nationwide or-
ganization that is made up of individual
members, but is divided into local groups,
satisfies this requirement if fellowship is a
material part of the life of each local group.

The term other nonprofitable purposes
means other purposes similar to pleasure and
recreation. For example, a club that, in addi-
tion to its social activities, has a plan for the
payment of sick and death benefits is not
operating exclusively for pleasure, recreation,
and other nonprofitable purposes.

Limited membership. The membership
in a social club must be limited. To show that
your organization has a purpose that would
characterize it as a club, you should submit
evidence with your application that there are
limits on admission to membership consistent
with the character of the club.

A social club that issues corporate
membership is dealing with the general
public in the form of the corporation's em-
ployees. Corporate members of a club are not
the kind of members contemplated by the law.
Gross receipts from these members would
be a factor in determining whether the club
qualifies as a social club. See Gross receipts
from nonmembership sources, later. Bona
fide individual memberships paid for by a
corporation would not have an effect on the
gross receipts source.

The fact that a social club may have an
associate (nonvoting) class of member-
ship will not be, in and of itself, a cause for
nonrecognition of exemption. However, if one
membership class pays substantially lower
dues and fees than another membership
class, although both classes enjoy the same
rights and privileges in using the club facili-
ties, there may be an inurement of income to
the benefited class, resulting in a denial of the
club's exemption.

Support. In general, your club should be
supported solely by membership fees, dues,
and assessments. However, if otherwise en-
titled to exemption, your club will not be dis-
qualified because it raises revenue from
members through the use of club facilities or
in connection with club activities.

Business activities. If your club will engage
in business, such as selling real estate, tim-
ber, or other products or services, it generally
will be denied exemption. However, evidence
submitted with your application form that your
organization will provide meals, refreshments,
or services related to its exempt purposes
only to its own members or their dependents
or guests will not cause denial of exemption.

Facilities open to public. Evidence that
your club's facilities will be open to the gen-
eral public (persons other than members or
their dependents or guests) may cause denial
of exemption. This does not mean, however,
that any dealing with outsiders will automat-
ically deprive a club of exemption.

Gross receipts from nonmembership
sources.  A section 501(c)(7) organization
may receive up to 35% of its gross receipts,
including investment income, from sources
outside of its membership without losing its
tax-exempt status. Of the 35%, up to 15% of
the gross receipts may be derived from the
use of the club's facilities or services by the
general public or from other activities not fur-
thering social or recreational purposes for
members. If an organization has outside in-
come that is more than these limits, all the
facts and circumstances will be taken into
account in determining whether the organ-
ization qualifies for exempt status.

Gross receipts. Gross receipts, for this
purpose, are receipts from the normal and
usual (traditionally conducted) activities of the
club. These receipts include charges, admis-
sions, membership fees, dues, assessments,
investment income, and normal recurring
capital gains on investments. Receipts do not
include initiation fees and capital contribu-
tions. Unusual amounts of income, such as
from the sale of a clubhouse or similar facility,
are not included in gross receipts or in figuring
the percentage limits.

Fraternity foundations. If your organization
is a foundation formed for the exclusive pur-
pose of acquiring and leasing a chapter
house to a local fraternity chapter or sorority
chapter maintained at an educational institu-
tion and does not engage in any social activ-
ities, it may be a title holding corporation
(discussed later under section 501(c)(2) or-
ganizations and under section 501(c)(25) or-
ganizations) rather than a social club.

Tax treatment of donations. Donations to
exempt social and recreation clubs are not
deductible as charitable contributions on the
donor's federal income tax return. 

501(c)(8) and (10)—
Fraternal Beneficiary
Societies and
Domestic Fraternal
Societies
This section describes the information to be
provided upon application for recognition of
exemption by two types of fraternal societies:
beneficiary and domestic. The major dis-
tinction is that fraternal beneficiary societies
provide for the payment of life, sick, accident,
or other benefits to their members or their
dependents, while domestic fraternal societ-

ies do not provide these benefits but rather
devote their earnings to fraternal, religious,
charitable, etc., purposes. The procedures to
follow in applying for recognition of exemption
are described in chapter 1.

If your organization is controlled by a
central organization, you should check with
your controlling organization to determine
whether your unit has been included in a
group exemption letter or may be added. If
so, your organization need not apply for indi-
vidual recognition of exemption. For more in-
formation see Group Exemption Letter in
chapter 1 of this publication.

Tax treatment of donations. Donations by
an individual to a domestic fraternal benefi-
ciary society or a domestic fraternal society
operating under the lodge system are
deductible as charitable contributions only if
used exclusively for religious, charitable, sci-
entific, literary, or educational purposes or for
the prevention of cruelty to children or ani-
mals.

Fraternal Beneficiary
Societies (501(c)(8))
A fraternal beneficiary society, order, or as-
sociation should file an application for recog-
nition of exemption from federal income tax
on Form 1024. The application and accom-
panying statements should establish that the
organization:

1) Is a fraternal organization,

2) Operates under the lodge system or for
the exclusive benefit of the members of
a fraternal organization itself operating
under the lodge system, and

3) Provides for the payment of life, sick,
accident, or other benefits to the mem-
bers of the society, order, or association
or their dependents.

Lodge system.  Operating under the lodge
system means carrying on activities under a
form of organization that comprises local
branches, chartered by a parent organization
and largely self-governing, called lodges,
chapters, or the like.

Payment of benefits. It is not essential that
every member be covered by the society's
program of sick, accident, or death benefits.
An organization can qualify for exemption if
most of its members are eligible for benefits,
and the benefits are paid from contributions
or dues paid by those members.

The benefits must be limited to members
and their dependents. If members will have
the ability to confer benefits to other than
themselves and their dependents, exemption
will not be recognized.

Whole-life insurance. Whole-life insur-
ance constitutes a life benefit under section
501(c)(8) even though the policy may contain
investment features such as a cash surrender
value or a policy loan.

Reinsurance pool. Payments by a
fraternal beneficiary society into a state-
sponsored reinsurance pool that protects
participating insurers against excessive
losses on major medical health and accident
insurance will not preclude exemption as a
fraternal beneficiary society.
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Domestic Fraternal
Societies (501(c)(10))
A domestic fraternal society, order, or asso-
ciation may file an application for recognition
of exemption from federal income tax on
Form 1024. The application and accompany-
ing statements should establish that the or-
ganization:

1) Is a domestic fraternal organization,

2) Operates under the lodge system,

3) Devotes its net earnings exclusively to
religious, charitable, scientific, literary,
educational, and fraternal purposes, and

4) Does not provide for the payment of life,
sick, accident, or other benefits to its
members.

The organization may arrange with insur-
ance companies to provide optional insurance
to its members without jeopardizing its ex-
empt status.

501(c)(4), (9), and
(17)—
Employees'
Associations
This section describes the information to be
provided upon application for recognition of
exemption by the following types of employ-
ees' associations:

1) A local association of employees
whose membership is limited to employ-
ees of a designated person or persons
in a particular municipality, and whose
income will be devoted exclusively to
charitable, educational, or recreational
purposes,

2) A voluntary employees' beneficiary
association, (including federal employ-
ees' associations) organized to pay life,
sick, accident, and similar benefits to
members or their dependents, or desig-
nated beneficiaries, if no part of the net
earnings of the association inures to the
benefit of any private shareholder or in-
dividual, and

3) A supplemental unemployment bene-
fit trust whose primary purpose is pro-
viding for payment of supplemental un-
employment benefits.

Both the application form to file and the
information to provide are discussed later
under the section that describes your em-
ployee association. Chapter 1 describes the
procedures to follow in applying for ex-
emption.

Tax treatment of donations. Donations to
these organizations are not deductible as
charitable contributions on the donor's federal
income tax return.

Local Employees'
Associations (501(c)(4))
A local employees' association may apply for
recognition of exemption by filing Form 1024.
The organization must submit evidence that:

1) It is of a purely local character,

2) Its membership is limited to employees
of a designated person or persons in a
particular locality, and

3) Its net earnings will be devoted exclu-
sively to charitable, educational, or rec-
reational purposes.

A local association of employees that has
established a system of paying retirement
and/or death benefits to its members will not
qualify for exemption, since the payment of
these benefits is not considered as being for
charitable, educational, or recreational pur-
poses. Similarly, a local association of em-
ployees that is operated primarily as a coop-
erative buying service for its members in
order to obtain discount prices on merchan-
dise, services, and activities does not qualify
for exemption.

Voluntary Employees'
Beneficiary Associations
(501(c)(9))
An application for recognition of exemption
as a voluntary employees' beneficiary asso-
ciation must be filed on Form 1024. The ma-
terial submitted with the application must
show that your organization:

1) Is a voluntary association of employees,

2) Will provide for payment of life, sick, ac-
cident, or other benefits to members or
their dependents or designated benefi-
ciaries and substantially all of its oper-
ations are for this purpose, and

3) Will not allow any of its earnings to inure
to the benefit of any private individual
or shareholder except in the form of
scheduled benefit payments.

Notice requirement. An organization will not
be considered tax exempt under this section
unless the organization gives notice to the
IRS that it is applying for recognition of ex-
empt status. The organization gives notice by
filing Form 1024. If the notice is not given by
15 months after the end of the month in which
the organization was created, the organiza-
tion will not be exempt for any period before
notice is given. The key District Director may
grant an extension of time for filing the notice
under the same procedures as those de-
scribed for section 501(c)(3) organizations in
chapter 3 under Application for Recognition
of Exemption.

Membership. Membership of a section
501(c)(9) organization must consist of indi-
viduals who are employees and have an
employment-related common bond. This
common bond may be a common employer
(or affiliated employers), coverage under one
or more collective bargaining agreements,
membership in a labor union, or membership
in one or more locals of a national or inter-
national labor union.

The membership of an association may
include some individuals who are not em-
ployees, provided they have an employment-
related bond with the employee-members.
For example, the owner of a business whose
employees are members of the association
may be a member. An association will be
considered composed of employees if 90%
of its total membership on one day of each
quarter of its tax year consists of employees.

Employees. Employees include individ-
uals who became entitled to membership be-
cause they are or were employees. For ex-
ample, an individual will qualify as an
employee even though the individual is on a
leave of absence or has been terminated due
to retirement, disability, or layoff.

Generally, membership is voluntary if an
affirmative act is required on the part of an
employee to become a member. Conversely,
membership is involuntary if the designation
as a member is due to employee status.
However, an association will be considered
voluntary if employees are required to be
members of the organization as a condition
of their employment and they do not incur a
detriment (such as a payroll deduction) as a
result of their membership. An employer has
not imposed involuntary membership on the
employee if membership is required as the
result of a collective bargaining agreement
or as an incident of membership in a labor
organization.

Payment of benefits. The information sub-
mitted with your application must show that
your organization will pay life, sick, accident,
supplemental unemployment, or other similar
benefits. The benefits may be provided di-
rectly by your association or indirectly by your
association through the payments of premi-
ums to an insurance company (or fees to a
medical clinic). Benefits may be in the form
of medical, clinical, or hospital services,
transportation furnished for medical care, or
money payments.

Nondiscrimination requirements. An or-
ganization that is part of a plan will not be
exempt unless the plan meets certain non-
discrimination requirements. However, if the
organization is part of a plan maintained un-
der any collective bargaining agreement be-
tween employee organizations and employ-
ers, the plan need not meet these
requirements for the organization to qualify
as tax exempt.

A plan meets the nondiscrimination re-
quirements only if both of the following state-
ments are true.

1) Each class of benefits under the plan is
provided under a classification of em-
ployees that is set forth in the plan and
does not discriminate in favor of em-
ployees who are highly compensated
individuals.

2) The benefits provided under each class
of benefits do not discriminate in favor
of highly compensated individuals.

A life insurance, disability, severance pay, or
supplemental unemployment compensation
benefit does not discriminate in favor of highly
compensated individuals merely because the
benefits available bear a uniform relationship
to the total compensation, or the basic or
regular rate of compensation, of employees
covered by the plan.

For purposes of determining whether a
plan meets the nondiscrimination require-
ments, the employer may elect to exclude all
disability or severance payments payable to
individuals who are in pay status as of Janu-
ary 1, 1985. This will not apply to any in-
crease in such payment by any plan amend-
ment adopted after June 22, 1984.

If a plan provides a benefit for which there
is a nondiscrimination provision provided un-
der the Internal Revenue Code as a condition
of that benefit being excluded from gross in-
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come, these nondiscrimination requirements
do not apply. The benefit will be considered
nondiscriminatory only if it meets the nondis-
crimination provision of the applicable Code
section. For example, benefits provided under
a medical reimbursement plan would meet
the nondiscrimination requirements for an
association, if the benefits meet the nondis-
crimination requirements of Code section
105(h)(3) and (4).

Excluded employees. Certain employees
who are not covered by a plan may be ex-
cluded from consideration in applying these
requirements. These include employees—

1) Who have not completed 3 years of
service,

2) Who have not attained age 21,

3) Who are seasonal or less than half-time
employees,

4) Who are not in the plan and who are in-
cluded in a unit of employees covered
by a collective bargaining agreement if
the class of benefits involved was the
subject of good faith bargaining, or

5) Who are nonresident aliens and who re-
ceive no earned income from the em-
ployer that is United States source in-
come.

Highly compensated individual. A highly
compensated individual is one who:

1) Owned 5 percent or more of the em-
ployer at any time during the currrent
year or the preceding year,

2) Received more than $80,000 (adjusted
for inflation) in compensation from the
employer for the preceding year, and

3) Was among the top 20% of employees
by compensation for the preceding year.

But the employer can choose not to have (3)
apply.

Aggregation rules. The employer may
choose to treat two or more plans as one plan
for purposes of meeting the nondiscrimination
requirements. Employees of controlled
groups of corporations, trades or businesses
under common control, or members of an af-
filiated service group, are treated as employ-
ees of a single employer. Leased employees
are treated as employees of the recipient.

One employee. A trust created to provide
benefits to one employee will not qualify as
a “voluntary employees' beneficiary associ-
ation” under section 501(c)(9).

Supplemental
Unemployment Benefit
Trusts (501(c)(17))
A trust or trusts forming part of a written plan
(established and maintained by an employer,
his or her employees, or both) providing
solely for the payment of supplemental un-
employment compensation benefits must file
the application for recognition of exemption
on Form 1024. The trust must be a valid, ex-
isting trust under local law and must be evi-
denced by an executed document. A con-
formed copy of the plan of which the trust is
a part should be attached to the application.

Notice requirement. An organization will not
be considered tax exempt under this section
unless the organization gives notice to the
IRS that it is applying for recognition of ex-
empt status. The organization gives notice by
filing Form 1024. If the notice is not given by
15 months after the end of the month in which
the organization was created, the organiza-
tion will not be exempt for any period before
such notice is given. The key District Director
may grant an extension of time for filing the
notice under the same procedures as those
described for section 501(c)(3) organizations
in chapter 3, under Application for Recogni-
tion of Exemption.

Types of payments. You must show that the
supplemental unemployment compensation
benefits will be benefits paid to an employee
because of the employee's involuntary sepa-
ration from employment (whether or not the
separation is temporary) resulting directly
from a reduction-in-force, discontinuance of
a plant or operation, or other similar condi-
tions. In addition, sickness and accident ben-
efits (but not vacation, retirement, or death
benefits) may be included in the plan if these
are subordinate to the unemployment com-
pensation benefits.

Diversion of funds. It must be impossible
under the plan (at any time before the satis-
faction of all liabilities with respect to em-
ployees under the plan) to use or to divert any
of the corpus or income of the trust to any
purpose other than the payment of supple-
mental unemployment compensation benefits
(or sickness or accident benefits to the extent
just explained).

Discrimination in benefits. Neither the
terms of the plan nor the actual payment of
benefits may be discriminatory in favor of the
company's officers, stockholders, supervi-
sors, or highly paid employees. However, a
plan is not discriminatory merely because
benefits bear a uniform relationship to com-
pensation or the rate of compensation.

Reestablishing exemption. If your organ-
ization is a supplemental unemployment
benefit trust and has received a denial of ex-
emption because it engaged in a prohibited
transaction, as defined by section 503(b), it
may file a claim for exemption in any tax year
following the tax year in which the notice of
denial was issued. It must file the claim on
Form 1024. The organization must include a
written declaration that it will not knowingly
again engage in a prohibited transaction. An
authorized principal officer of your organiza-
tion must make this declaration under the
penalties of perjury.

If your organization has satisfied all re-
quirements as a supplemental unemployment
benefit trust described in section 501(c)(17),
it will be notified in writing that it has been
recognized as exempt. However, the organ-
ization will be exempt only for those tax years
after the tax year in which the claim for ex-
emption (Form 1024) is filed. Tax year in this
case means the established annual account-
ing period of the organization or the calendar
year, if the organization has not established
an annual accounting period. For more infor-
mation about the requirements for reestab-
lishing an exemption previously denied, con-
tact the IRS.

501(c)(12)—
Local Benevolent
Life Insurance
Associations,
Mutual Irrigation
and Telephone
Companies, and
Like Organizations
Each of the following organizations may apply
for recognition of exemption from federal in-
come tax by filing Form 1024:

1) Benevolent life insurance associ-
ations  of a purely local character and
like organizations,

2) Mutual ditch or irrigation companies
and like organizations, and

3) Mutual or cooperative telephone
companies  and like organizations.

A like organization is an organization that
performs a service comparable to that per-
formed by any one of the above organiza-
tions.

The information to be provided upon ap-
plication by each of these organizations is
described in this section. For information as
to the procedures to follow in applying for
exemption, see chapter 1.

General requirements. These organizations
must use their income solely to cover losses
and expenses, with any excess being re-
turned to members or retained for future
losses and expenses. They must collect at
least 85% of their income from members for
the sole purpose of meeting losses and ex-
penses.

Mutual character. These organizations,
other than benevolent life insurance associ-
ations, must be organized and operated on a
mutual or cooperative basis. They are asso-
ciations of persons and organizations, or
both, banded together to provide themselves
a mutually desirable service approximately at
cost and on a mutual basis. To maintain the
mutual characteristic of democratic ownership
and control, they must be so organized and
operated that their members have the right to
choose the management, to receive services
substantially at cost, to receive a return of any
excess of payments over losses and ex-
penses, and to share in any assets upon
dissolution.

The rights and interests of members in the
annual savings of the organization must be
determined in proportion to their business
with the organization. Upon dissolution, gains
from the sale of appreciated assets must be
distributed to all persons who were members
during the period the assets were owned by
the organization in proportion to the amount
of business done during that period. The by-
laws must not provide for forfeiture of a
member's rights and interest upon withdrawal
or termination.

Membership. Membership of a mutual
organization consists of those who join the
organization to obtain its services, acquire an
interest in its assets, and have a voice in its
management. In a stock company, the stock-
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holders are members. Membership may in-
clude distributors who furnish service to indi-
vidual consumers. However, it does not
include the individual consumers served by
the distributor. A mutual service organization
may serve nonmembers as long as at least
85% of its gross income is collected from
members. However, a mutual life insurance
organization may have no policyholders other
than its members.

Losses and expenses. In furnishing ser-
vices substantially at cost, an organization
must use its income solely for paying losses
and expenses. Any excess income not re-
tained in reasonable reserves for future
losses and expenses belongs to members in
proportion to their patronage or business
done with the organization. If such patronage
refunds are retained in reasonable amounts
for purposes of expanding facilities, retiring
capital indebtedness, acquiring other assets,
etc., the organization must maintain records
sufficient to reflect the equity of each member
in the assets acquired with the funds.

Dividends. Dividends paid to stockhold-
ers on stock or the value of a capital equity
interest constitute a distribution of profits
and are not an expense within the term
losses and expenses. Therefore, a mutual or
cooperative association whose shares carry
the right to dividends will not qualify for ex-
emption. However, this prohibition does not
apply to the distribution of the unexpended
balance of collections or assessments re-
maining on hand at the end of the year to
members as patronage dividends or refunds
prorated to each on the basis of their patron-
age or business done with the organization.
Such distribution represents a reduction in the
cost of services rendered to the member.

The 85% requirement. All of the organ-
izations discussed in this section must submit
evidence with their application that they re-
ceive 85% or more of their gross income from
their members for the sole purpose of meet-
ing losses and expenses. Nevertheless, cer-
tain items of income are excluded from the
computation of the 85% requirement if the
organization is a mutual or cooperative tele-
phone or electric company.

A mutual or cooperative telephone com-
pany will exclude from the computation of the
85% requirement any income received or ac-
crued from:

1) A nonmember telephone company for
the performance of communication ser-
vices involving the completion of long
distance calls to, from, or between
members of the mutual or cooperative
telephone company,

2) Qualified pole rentals, 

3) The sale of display listings in a directory
furnished to its members, or

4) The prepayment of a loan created in
1987, 1988, or 1989, under section
306A, 306B, or 311 of the Rural
Electrification Act of 1936.

A mutual or cooperative electric company
will exclude from the computation any income
received or accrued from qualified pole
rentals and from the prepayment of loans
described in (4) above. An electric cooper-
ative's sale of excess fuel at cost in the year
of purchase is not income for purposes of
determining compliance with the 85% re-
quirement.

The term qualified pole rental means any
rental of a pole (or other structure used to
support wires) if the pole (or other structure)
is used:

1) By the telephone or electric company to
support one or more wires that are used
by the company in providing telephone
or electric services to its members, and

2) Pursuant to the rental to support one or
more wires (in addition to wires de-
scribed in (1)) for use in connection with
the transmission by wire of electricity or
of telephone or other communications.

The term rental, for this purpose, includes any
sale of the right to use the pole (or other
structure).

The 85% requirement is applied on the
basis of an annual accounting period. Fail-
ure of an organization to meet the require-
ment in a particular year precludes exemption
for that year, but has no effect upon ex-
emption for years in which the 85% require-
ment is met.

Gain from the sale or conversion of the
organization's property is not considered
an amount received from members in deter-
mining whether the organization's income
consists of amounts collected from members.

Because the 85% income test is based
on gross income, capital losses cannot be
used to reduce capital gains for purposes of
this test.

Example. The books of an organization
reflect the following for the calendar year.

Since amounts collected from members
do not constitute at least 85% of gross in-
come, the organization is not entitled to ex-
emption from federal income tax for the year.

Voluntary contributions  in the nature of
gifts are not taken into account for purposes
of the 85% computation.

Other tax-exempt income  besides gifts
is considered as income received from other
than members in applying the 85% test.

If the 85% test is not met,  your organ-
ization, if classifiable under this section, will
not qualify for exemption as any other type
of organization described in this publication. 

Tax treatment of donations. Donations to
an organization described in this section are
not deductible as charitable contributions on
the donor's federal income tax return.

Local Life Insurance
Associations
A benevolent life insurance association or an
organization seeking recognition of exemption
on grounds of similarity to a benevolent life
insurance association must submit evidence
upon applying for recognition of exemption
that it will be of a purely local character, that
its excess funds will be refunded to members
or retained in reasonable reserves to meet
future losses and expenses, and that it meets
the 85% income requirement. If an organiza-
tion issues policies for stipulated cash premi-
ums, or if it requires advance deposits to
cover the cost of the insurance and maintains
investments from which more than 15% of its

income is derived, it will not be entitled to
exemption.

To establish that your organization is of a
purely local character, it should show that
its activities will be confined to a particular
community, place, or district irrespective of
political subdivisions. Evidence that the ac-
tivities of an organization are limited only by
the borders of a state or any other political
subdivision will not establish that it is purely
local in character. A benevolent life insurance
association that does not terminate member-
ship when a member moves from the local
area in which the association operates will
qualify for exemption if it meets the other re-
quirements.

A copy of each type of policy issued by
your organization should be included with the
application for recognition of exemption.

Organizations similar to local benevolent
life insurance companies. These organiza-
tions include those that in addition to paying
death benefits also provide for the payment
of sick, accident, or health benefits. However,
an organization that pays only sick, accident,
or health benefits, but not life insurance ben-
efits, is not an organization similar to a be-
nevolent life insurance association and
should not apply for recognition of exemption
as described in this section.

Burial and funeral benefit insurance
organization.  This type of organization can
apply for recognition of exemption as an or-
ganization similar to a benevolent life insur-
ance company if it establishes that the bene-
fits are paid in cash and if it is not engaged
directly in the manufacture of funeral supplies
or the performance of funeral services. An
organization that provides its benefits in the
form of supplies and service is not a life in-
surance company. Such an organization may
seek recognition of exemption from federal
income tax, however, as a mutual insurance
company other than life.

Mutual or Cooperative
Associations
Mutual ditch or irrigation companies, mutual
or cooperative telephone companies, and like
organizations need not establish that they are
of a purely local character. They may serve
noncontiguous areas.

Like organization. This is a term gener-
ally restricted to organizations that perform a
service comparable to mutual ditch, irrigation,
and telephone companies such as mutual
water, communications, electric power, or gas
companies all of which satisfy the 85% test.
Examples are an organization structured for
the protection of river banks against erosion
whose only income consists of assessments
against the property owners concerned, a
nonprofit organization providing and main-
taining a two-way radio system for its mem-
bers on a mutual or cooperative basis, or a
local light and water company organized to
furnish light and water to its members. A co-
operative organization providing cable tele-
vision service to its members may qualify for
exemption as a “like” organization if the re-
quirements discussed in this section are met.

Associations operating a bus for their
members' convenience, providing and main-
taining cooperative housing facilities for the
personal benefit of individuals, or furnishing
a financing service for purchases made by
members of cooperative organizations are not
like organizations.

Collections from members ....................... $2,400
Short-term capital gains ........................... 600
Short-term capital losses ......................... 400
Other income ........................................... None
Gross income ($2,400 + $600 =$3000) .. 100%
Collected from members ($2,400) ........... 80%
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501(c)(13)—
Cemetery Companies
If your organization wishes to obtain recogni-
tion of exemption from federal income tax as
a cemetery company or a corporation char-
tered solely for the purpose of the disposal
of human bodies by burial or cremation, it
should file an application on Form 1024. For
the procedure to follow, see chapter 1.

A nonprofit mutual cemetery company
that seeks recognition of exemption should
submit evidence with its application that it is
owned and operated exclusively for the ben-
efit of its lot owners who hold lots for bona fide
burial purposes and not for purposes of re-
sale. A mutual cemetery company that also
engages in charitable activities, such as the
burial of paupers, will be regarded as operat-
ing within this standard. The fact that a mutual
cemetery company limits its membership to
a particular class of individuals, such as
members of a family, will not affect its status
as mutual so long as all the other require-
ments of section 501(c)(13) are met.

If your organization is a nonprofit corpo-
ration chartered solely for the purpose of the
disposal of human bodies by burial or
cremation, you should show that it is not
permitted by its charter to engage in any
business not necessarily incident to that pur-
pose. The sale of monuments, markers,
vaults, and flowers solely for use in the cem-
etery is permissible if the profits from these
sales are used to maintain the cemetery as
a whole.

How income may be used. You should show
that your organization's earnings are or will
be used only in one or more of the following
ways:

1) To pay the ordinary and necessary ex-
penses of operating, maintaining, and
improving the cemetery or crematorium,

2) To buy cemetery property, and

3) To create a fund that will provide a
source of income for the perpetual care
of the cemetery or a reasonable reserve
for any ordinary or necessary purpose.

No part of the net earnings  of your or-
ganization may inure to the benefit of any
private shareholder or individual.

Ordinary and necessary expenses  in
connection with the operation, management,
maintenance, and improvement of the ceme-
tery are permitted, as are reasonable fees for
the services of a manager.

Buying cemetery property. Payments
may be made to amortize debt incurred to buy
land, but may not be in the nature of profit
distributions. You must show the method
used to finance the purchase of the cemetery
property and that the purchase price of the
land at the time of its sale to the cemetery
was not unreasonable.

Except for holders of preferred stock (dis-
cussed later), no person may have any inter-
est in the net earnings of a tax-exempt cem-
etery company or crematorium. Therefore, if
property is transferred to the organization in
exchange for an interest in the organization's
net earnings, the organization will not be ex-
empt so long as that interest remains out-
standing.

An equity interest in the organization is an
interest in the net earnings of the organiza-

tion. However, an interest in the organization
that is not an equity interest may still be an
interest in the organization's net earnings. For
example, a bond issued by a cemetery com-
pany that provides for a fixed rate of interest
and also provides for additional interest pay-
ments based on the income of the organiza-
tion is considered an interest in the net
earnings of the organization. Similarly, a
convertible debt obligation issued after July
7, 1975, is considered an interest in the net
earnings of the organization.

A perpetual care organization,  including,
for example, a trust organized to receive,
maintain, and administer funds that it receives
from a nonprofit tax-exempt cemetery pursu-
ant to state law and contracts, may apply for
recognition of exemption on Form 1024, even
though it does not own the land used for
burial. However, the income from these funds
must be devoted exclusively to the perpetual
care and maintenance of the nonprofit ceme-
tery as a whole. Also, no part of the net
earnings may inure to the benefit of any pri-
vate shareholder or individual.

In addition, a perpetual care organization
not operated for profit, but established as a
civic enterprise to maintain and administer
funds, the income of which is devoted exclu-
sively to the perpetual care and maintenance
of an abandoned cemetery as a whole, may
qualify for exemption.

Care of individual plots. When funds are
received by a cemetery company for the per-
petual care of an individual lot or crypt, a trust
is created that is subject to federal income
tax. Any trust income that is used or perma-
nently set aside for the care, maintenance,
or beautification of a particular family burial lot
or mausoleum crypt is not deductible in com-
puting the trust's taxable income.

Common and preferred stock.  A cemetery
company that issues common stock may
qualify for exemption only if no dividends may
be paid. The payment of dividends must be
legally prohibited either by the corporation's
charter or by applicable state law.

Generally, a cemetery company or
crematorium is not exempt if it issues pre-
ferred stock.  However, it can still be exempt
if the preferred stock was issued before No-
vember 28, 1978, or was issued after that
date under a written plan adopted before that
date. The adoption of the plan must be shown
by the acts of the responsible officers and
appear on the official records of the organ-
ization.

The preferred stock issued either before
November 28, 1978, or under a plan adopted
before that date, must meet all the following
requirements.

1) The preferred stock entitles the holders
to dividends at a fixed rate that is not
more than the greater of the legal rate
of interest in the state of incorporation
or 8% a year on the value of the con-
sideration for which the stock was is-
sued.

2) The organization's articles of incorpo-
ration require—

a) That the preferred stock be retired
at par as rapidly as funds become
available from operations, and

b) That all funds not required for the
payment of dividends on or for the
retirement of preferred stock be

used by the company for the care
and improvement of the cemetery
property.

Tax treatment of donations. Donations to
exempt cemetery companies, corporations
chartered solely for human burial purposes,
and perpetual care funds (operated in con-
nection with such exempt organizations) are
deductible as charitable contributions on the
donor's federal income tax return. However,
a donor may not deduct a contribution made
for the perpetual care of a particular lot or
crypt. Payments made to a cemetery com-
pany or corporation as part of the purchase
price of a burial lot or crypt, whether
irrevocably dedicated to the perpetual care
of the cemetery as a whole or earmarked for
the care of a particular lot, are also not
deductible. 

501(c)(14)—
Credit Unions
and Other
Mutual Financial
Organizations
If your organization wants to obtain recogni-
tion of exemption as a credit union without
capital stock, organized and operated under
state law for mutual purposes and without
profit, it should file an application including the
facts, information, and attachments described
in this section. In addition, it should follow the
procedures described in chapter 1.

Federal credit unions organized and op-
erated in accordance with the Federal Credit
Union Act, as amended, are instrumentalities
of the United States, and therefore, are ex-
empt under section 501(c)(1). They are in-
cluded in a group exemption letter issued to
the National Credit Union Administration.
They are not discussed in this publication.

State chartered credit unions and other
mutual financial organizations may file appli-
cations for recognition of exemption from
federal income tax under section 501(c)(14).
The “other mutual financial organizations”
must be corporations or associations without
capital stock organized before September 1,
1957, and operated for mutual purposes and
without profit to provide reserve funds for, and
insurance of, shares or deposits in:

1) Domestic building and loan associations,

2) Cooperative banks (without capital
stock) organized and operated for mu-
tual purposes and without profit,

3) Mutual savings banks (not having capital
stock represented by shares), or

4) Mutual savings banks described in sec-
tion 591(b).

Similar organizations, formed before Sep-
tember 1, 1957, that provide reserve funds for
(but not insurance of shares or deposits in)
one of the types of savings institutions de-
scribed in (1), (2), or (3) above may be ex-
empt from tax if 85% or more of the organ-
ization's income is from providing reserve
funds and from investments. There is no
specific restriction against the issuance of
capital stock for these organizations.
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Building and loan associations, savings
and loan associations, mutual savings banks,
and cooperative banks, other than those de-
scribed in this section, are not exempt from
tax.

Application form. The Internal Revenue
Service does not provide a printed application
form for the use of organizations described in
this section. Any form of written application is
acceptable as long as it shows the informa-
tion indicated in this section and includes a
declaration that it is made under the penalties
of perjury. The application must be submitted
in duplicate.

State Chartered
Credit Unions
Your organization must show on its applica-
tion that it is formed under a state credit union
law, the state and date of incorporation, and
that the state credit union law with respect to
loans, investments, and dividends, if any, is
being complied with.

A form of statement furnished to appli-
cants by the Credit Union National Associ-
ation is acceptable in meeting the application
requirements for credit unions, and may be
used instead of the statement form of appli-
cation just described. Following is a repro-
duction of that form:

Claim for Exemption
 from Federal Income Tax (Date)

The undersigned  (Com-
plete name) Credit Union,
Inc.,  (Complete address, in-
cluding street and number) a credit union
operating under the credit union law of the
State of  claims exemption from
Federal income tax and supplies the following
information relative to its operation:

1) Date of incorporation .

2) It was incorporated under the credit un-
ion law of the State of , and
is being operated under uniform bylaws
adopted by said state.

3) In making loans the state credit union
law requirements including their pur-
poses, security, and rate of interest
charged thereon, are complied with.

4) Its investments are limited to securities
which are legal investments for credit
unions under the state credit union law.

5) Its dividends on shares, if any, are dis-
tributed as prescribed by the state credit
union law.

I, the undersigned, a duly authorized officer
of the  Credit Union, Inc., de-
clare that the above information is a true
statement of facts concerning the credit un-
ion.

Signature of Officer
Title 

Other Mutual
Financial Organizations
Every other organization included in this sec-
tion must show in its application the state in
which the organization is incorporated and the
date of incorporation; the character of the or-
ganization; the purpose for which it was or-
ganized; its actual activities; the sources of its
receipts and the disposition thereof; whether

any of its income may be credited to surplus
or may inure to the benefit of any private
shareholder or individual; whether the law
relating to loans, investments, and dividends
is being complied with; and, in general, all
facts relating to its operations that affect its
right to exemption.

The application must include detailed in-
formation showing either that the organization
provides both reserve funds for and insurance
of shares and deposits of its member financial
organizations; or that the organization pro-
vides reserve funds for shares or deposits of
its members and 85% or more of the organ-
ization's income is from providing reserve
funds and from investments. There should be
attached a conformed copy of the articles of
incorporation or other document setting forth
the permitted powers or activities of the or-
ganization; the bylaws or other similar code
of regulations; and the latest annual financial
statement showing the receipts, disburse-
ments, assets, and liabilities of the organiza-
tion.

501(c)(19)—
Veterans
Organizations
A post or organization of past or present
members of the Armed Forces of the United
States may file Form 1024 to apply for rec-
ognition of exemption from federal income
tax. You should follow the general procedures
outlined in chapter 1. The organization must
also meet the qualifications described in this
section.

Examples of groups that would qualify for
exemption are posts or auxiliaries of the
American Legion, Veterans of Foreign Wars,
and similar organizations.

To qualify for recognition of exemption,
your application should show:

1) That the post or organization is organ-
ized in the United States or any of its
possessions,

2) That at least 75% of the members are
past or present members of the U.S.
Armed Forces and that at least 97.5%
of all members of the organization are
past or present members of the U.S.
Armed Forces, cadets (including only
students in college or university ROTC
programs or at armed services acade-
mies) or spouses, widows, or widowers
of any of those listed here, and

3) That no part of the net earnings inure to
the benefit of any private shareholder or
individual.

In addition to these requirements, a vet-
erans organization also must be operated
exclusively for one or more of the following
purposes:

1) To promote the social welfare of the
community (that is, to promote in some
way the common good and general wel-
fare of the people of the community),

2) To assist disabled and needy war veter-
ans and members of the U. S. Armed
Forces and their dependents and the
widows and orphans of deceased veter-
ans,

3) To provide entertainment, care, and as-
sistance to hospitalized veterans or
members of the U.S. Armed Forces,

4) To carry on programs to perpetuate the
memory of deceased veterans and
members of the Armed Forces and to
comfort their survivors,

5) To conduct programs for religious, char-
itable, scientific, literary, or educational
purposes,

6) To sponsor or participate in activities of
a patriotic nature,

7) To provide insurance benefits for its
members or dependents of its members
or both, or

8) To provide social and recreational activ-
ities for its members.

Auxiliary unit. An auxiliary unit or society of
a veterans organization may apply for recog-
nition of exemption provided that the veterans
organization (parent organization) meets the
requirements explained earlier in this section.
The auxiliary unit or society must also meet
all the following additional requirements.

1) It is affiliated with, and organized in ac-
cordance with, the bylaws and regu-
lations formulated by the parent organ-
ization.

2) At least 75% of its members are either
past or present members of the U.S.
Armed Forces, spouses of those mem-
bers, or related to those members within
two degrees of kinship (grandparent,
brother, sister, and grandchild represent
the most distant allowable relationship).

3) All of its members either are members
of the parent organization, spouses of a
member of the parent organization, or
related to a member of such organization
within two degrees of kinship.

4) No part of its net earnings inure to the
benefit of any private shareholder or in-
dividual.

Trusts or foundations. Trusts or foundations
for a veterans organization also may apply for
recognition of exemption provided that the
parent organization meets the requirements
explained earlier. The trust or foundation must
also meet all the following qualifications.

1) The trust or foundation is in existence
under local law and, if it is organized for
charitable purposes, has a dissolution
provision similar to charitable organiza-
tions. (See Articles of Organization in
chapter 3 of this publication.)

2) The corpus or income cannot be diverted
or used other than for—

a) The funding of a veterans organ-
ization, described in this section,

b) Religious, charitable, scientific, lit-
erary, or educational purposes or
for the prevention of cruelty to chil-
dren or animals, or

c) An insurance set aside.

3) The trust income is not unreasonably
accumulated and, if the trust or founda-
tion is not an insurance set aside, a
substantial portion of the income is in
fact distributed to the parent organization
or for the purposes described in item
(2)(b).
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4) It is organized exclusively for one or
more of the purposes listed earlier in this
section that are specifically applicable to
the parent organization.

Tax treatment of donations. Donations to
war veterans organizations are deductible as
charitable contributions on the donor's federal
income tax return. At least 90% of the or-
ganization's membership must consist of war
veterans. The term “war veterans” means
persons, whether or not present members of
the U.S. Armed Forces, who have served in
the U.S. Armed Forces during a period of war
(including the Korean and Vietnam conflicts).

501(c)(20)—
Group Legal Services
Plan Organizations
For tax years that began before July 1, 1992,
an organization or trust created in the U.S. for
the exclusive function of forming a part of a
qualified group legal services plan or plans
could obtain recognition of exemption from
income tax by filing Form 1024. The law that
allows the exemption has expired for tax
years beginning after June 30, 1992.

501(c)(21)—
Black Lung
Benefit Trusts
If your organization wishes to obtain recogni-
tion of exemption as a black lung benefit trust,
it must file its application by letter and include
a copy of its trust instrument. The general
procedures to follow for obtaining recognition
are discussed in chapter 1 of this publication.
This section describes the additional (or spe-
cific) information to be provided upon appli-
cation.

Requirements. A black lung benefit trust that
is established in writing, created or organized
in the United States, and contributed to by
any person (except an insurance company)
will qualify for tax-exempt status if it meets
both of the following requirements.

1) Its only purpose is—

a) To satisfy in whole or in part the li-
ability of that person (generally, the
coal mine operator contributing to
the trust) for, or with respect to,
claims for compensation arising
under federal or state statutes for
disability or death due to
pneumoconiosis,

b) To pay the premiums for insurance
that covers only that liability, and

c) To pay the administrative and other
incidental expenses of that trust
(including legal, accounting,
actuarial, and trustee expenses) in
connection with the operation of the
trust and processing of black lung

claims against such person arising
under federal or state statutes.

2) No part of its assets may be used for,
or diverted to, any purposes other than—

a) The purposes described in (1),
above,

b) Payments into the Black Lung Dis-
ability Trust Fund or into the general
fund of the U.S. Treasury (other
than in satisfaction of any tax or
other civil or criminal liability of the
person who established or contrib-
uted to the trust),

c) Investment in public debt securities
of the U.S., obligations of a state
or local government that are not in
default as to principal or interest,
or time or demand deposits in a
bank or an insured credit union lo-
cated in the U.S. (These invest-
ments are restricted to the extent
that the trustee determines that a
portion of the assets is not currently
needed for the purposes described
in (1), above), or

d) Accident and health benefits or in-
surance premiums and other ad-
ministrative expenses for retired
coal miners and their spouses. The
amount of assets available for such
use is generally limited to 110% of
the present value of the liability for
black lung benefits.

An annual information return  is required of
exempt trusts described in section 501(c)(21).
Form 990–BL, Information and Initial Excise
Tax Return for Black Lung Benefit Trusts and
Certain Related Persons, must be used for
this purpose. However, a trust that normally
has gross receipts in each tax year of not
more than $25,000 is excepted from this filing
requirement.

Excise taxes.  If your organization makes
any expenditures, payments, or investments
other than those described earlier in this
section, a tax equal to 10% of the amount of
such expenditures is imposed on the trust. If
there are any acts of self-dealing between the
trust and a disqualified person, a tax equal to
10% of the amount involved is imposed on the
disqualified person. Both of these excise
taxes are reported on Schedule A (Form
990–BL). See the Form 990–BL instructions
for more information on these taxes and what
has to be filed, even if the trust is excepted
from filing.

Tax treatment of donations. Contributions
by a taxpayer (generally, the coal mine oper-
ator) to a black lung benefit trust are deduct-
ible for federal income tax purposes under
section 192 of the Code. The deduction is
limited, and any excess contributions are
subject to an excise tax of 5%. Form 6069,
Return of Excise Tax on Excess Contributions
to Black Lung Benefit Trust Under Section
4953 and Computation of Section 192 De-
duction, is used to compute the allowable
deduction and any excise tax liability. The
form does not have to be filed if there is no
excise tax liability. For more information about
these contributions, see Form 6069 and its
instructions. 

501(c)(2)—
Title Holding
Corporations
For Single Parents
If your organization wants to obtain recogni-
tion of exemption from federal income tax as
a corporation organized to hold title to prop-
erty, collect income from that property, and
turn over the entire amount less expenses to
a single parent organization that is exempt
from income tax, it should file its application
on Form 1024. The information to submit
upon application is described in this section.
For a discussion of the procedures for ob-
taining recognition of exemption, see chapter
1.

You must show that your organization is
a corporation. If you are in doubt as to
whether your organization qualifies as a cor-
poration for this purpose, contact your District
Director's office.

A title holding corporation will qualify for
exemption only if there is effective ownership
and control over it by the distributee exempt
organization. For example, the distributee or-
ganization may control the title holding cor-
poration by owning its voting stock or pos-
sessing the power to select nominees to hold
its voting stock.

Corporate charter. The corporate charter
that you submit upon application must confine
the purposes and powers of your organization
to holding title to property, collecting income
from the property, and turning the income
over to an exempt organization. If the charter
authorizes your organization to engage in
activities that go beyond these limits, its ex-
emption may not be recognized even if its
actual operations are so limited. If your or-
ganization's original charter does not limit its
powers, you may amend the charter to con-
form to the required limits and submit evi-
dence with your application that the charter
has been so amended.

Payment of income. You must show that
your corporation is required to turn over the
entire income from the property, less ex-
penses, to one or more exempt organizations.

Actual payment of the income is required.
A mere obligation to use the income for the
exempt organization's benefit, or the fact that
such organization has control over the income
does not satisfy this requirement.

Expenses. Expenses may reduce the
amount of income required to be turned over
to the tax-exempt organization for which your
organization holds property. The term “ex-
penses” (for this purpose) includes not only
ordinary and necessary expenses paid or in-
curred, but also reasonable additions to de-
preciation reserves and other reserves that
would be proper for a business corporation
holding title to and maintaining property.

In addition, the title holding corporation
may retain part of its income each year to
apply to debt on property to which it holds
title. This transaction is treated as if the in-
come had been turned over to the exempt
organization and the latter had used the in-
come to make a contribution to the capital of
the title holding corporation that in turn, ap-
plied the contribution to the debt.
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Waiver of payment of income. Gener-
ally, there is no payment of rent when the
occupant of property held by your title holding
corporation is the exempt organization for
which your corporation holds the title. In this
situation, the statutory requirement that in-
come be paid over to the exempt organization
is satisfied if your corporation turns over
whatever income is available.

Application for recognition of exemption.
In addition to the information required by
Form 1024, the title holding corporation must
furnish evidence that the organization for
which title is held has obtained recognition of
exempt status. If that organization has not
been specifically notified in writing by the IRS
that it is exempt, the title holding corporation
must submit the necessary application and
supporting documents to enable the IRS to
determine whether the organization for which
title is held qualifies for exemption. A copy of
a ruling or determination letter issued to the
organization for which title is held will be proof
that it qualifies for exemption. However, until
the organization for which title is held obtains
recognition of exempt status or proof is sub-
mitted to show that it qualifies, the title holding
corporation cannot obtain recognition of ex-
emption.

Tax treatment of donations. Donations to
an exempt title holding corporation generally
are not deductible as charitable contributions
on the donor's federal income tax return. 

501(c)(25)—
Title Holding
Corporations for
Multiple Parents
If your organization wants to obtain recogni-
tion of exemption from federal income tax as
an organization organized for the exclusive
purpose of acquiring, holding title to, and
collecting income from real property, and
turning over the entire amount less expenses
to member organizations exempt from income
tax, it should file its application on Form 1024.
For a discussion of the procedures for ob-
taining recognition of exemption, see chapter
1.

Who can control the organization. Organ-
izations recognized as exempt under this
section may have up to 35 shareholders or
beneficiaries, in contrast to title-holding or-
ganizations recognized as exempt under IRC
501(c)(2), which may have only 1 controlling
parent organization.

Organizational requirements. A 501(c)(25)
organization must be either a corporation or
a trust. Only one class of stock is permitted
in the case of a corporation. In the case of a
trust, only one class of beneficial interest is
allowed.

Organizations eligible to acquire or hold
interests in this type of title-holding organiza-
tion are qualified pension, profit-sharing, or
stock bonus plans, governmental plans, gov-
ernments and their agencies and
instrumentalities, and charitable organiza-
tions.

The articles of incorporation or trust in-
strument must include provisions showing

that the corporation or trust is organized to
meet the requirements of the statute, includ-
ing compliance with the limitations on mem-
bership and classes of stock or beneficial in-
terest, and compliance with the income
distribution requirements. The organizing
document must permit the organization's
shareholders or beneficiaries to dismiss the
organization's investment advisor, if any,
upon a vote of the shareholders or beneficia-
ries holding a majority interest in the organ-
ization.

The organizing document must permit the
shareholders or beneficiaries to terminate
their interests by at least one of the following
methods:

1) By selling or exchanging their stock or
beneficial interest to any organization
described in IRC 501(c)(25)(C), provided
that the sale does not cause the number
of shareholders or beneficiaries to ex-
ceed 35, or

2) By having their stock or beneficial inter-
est redeemed by the 501(c)(25) organ-
ization upon 90 days notice.

If state law prevents a corporation from in-
cluding in its articles of incorporation the
above provisions, such provisions must in-
stead be included in the bylaws of the corpo-
ration.

A 501(c)(25) organization may be organ-
ized as a nonstock corporation if its articles
of incorporation or bylaws provide members
with the same rights as described above.

Subsidiaries. A wholly owned subsidiary will
not be treated as a separate corporation, and
all assets, liabilities, and items of income,
deduction, and credit will be treated as be-
longing to the section 501(c)(25) organization.
Subsidiaries should not apply separately for
recognition of exemption.

Tax treatment of donations. Donations to
an exempt title holding corporation generally
are not deductible as charitable contributions
on the donor's federal income tax return.

Unrelated Business Income
In general, the receipt of unrelated business
income by a section 501(c)(25) organization
will subject the organization to loss of exempt
status, since the organization cannot be ex-
empt from taxation if it engages in any busi-
ness other than that of holding title to real
property and collecting the income from the
property. However, exempt status will not be
affected by the receipt of debt-financed in-
come that is treated as unrelated business
taxable income solely because of section 514.

Under section 514(c)(9), certain share-
holders or beneficiaries are not subject to
unrelated debt-financed income tax under
section 514 on their investments through the
organization. These shareholders are gener-
ally schools, colleges, universities, or sup-
porting organizations of such educational in-
stitutions. Organizations other than these will
take into account as gross income from an
unrelated trade or business their pro-rata
share of income that is treated as unrelated
debt-financed income because section
514(c)(9) does not apply. These organiza-
tions will also take their pro-rata share of the
allowable deductions from unrelated taxable
income.

Real property. Real property can include
personal property leased in connection with
real property, but only if the rent from the
personal property is not more than 15% of the
total rent for both the real property and the
personal property.

Real property acquired after June 10,
1987 cannot include any interest as a tenant
in common (or similar interest) or any indirect
interest. 

501(c)(26)—
State-Sponsored
High-Risk Health
Coverage
Organizations 
A state-sponsored organization established
to provide medical care to high-risk individ-
uals should apply by letter for recognition of
exemption from federal income tax under
section 501(c)(26).

To qualify for exemption, the organization
must be a membership organization estab-
lished by a state exclusively to provide cov-
erage for medical care on a nonprofit basis
to high-risk individuals who are state resi-
dents. It may provide coverage either by is-
suing insurance itself or by entering into an
arrangement with a health maintenance or-
ganization (HMO).

The state must determine the composition
of membership in the organization. No part
of the net earnings of the organization can
inure to the benefit of any private shareholder
or individual.

High-risk individuals. These are individuals
who, because of a pre-existing medical con-
dition:

1) Cannot get medical care coverage for
that condition through insurance or an
HMO, or

2) Can get coverage for that condition only
at a rate that is substantially higher than
the rate for the same coverage from the
state-sponsored organization.

501(c)(27)—
State-Sponsored
Worker's
Compensation
Reinsurance
Organizations 
A state-sponsored worker's compensation
reinsurance organization should apply by let-
ter for recognition of exemption from federal
income tax under section 501(c)(27).

To qualify for exemption, the organization
must meet all the following requirements.

1) It was established by a state before June
1, 1996, exclusively to reimburse its
members for losses under worker's
compensation acts.
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2) The state requires that the membership
consist of all persons who issue insur-
ance covering worker's compensation
losses in the state and all persons and
government entities who self-insure
against those losses.

3) It operates as a nonprofit organization
by returning surplus income to its mem-
bers or worker's compensation
policyholders on a periodic basis and by
reducing initial premiums in anticipation
of investment income.

5.
How To Get
More
Information

 

IRS

 

You can get help from the IRS in several
ways.

Free publications and forms. To order free
publications and forms, call
1–800–TAX–FORM (1–800–829–3676). You
can also write to the IRS Forms Distribution
Center nearest you. Check your income tax
package for the address. Your local library

or post office also may have the items you
need.

For a list of free tax publications, order
Publication 910, Guide to Free Tax Services.
It also contains an index of tax topics and
related publications and describes other free
tax information services available from IRS,
including tax education and assistance pro-
grams.

If you have access to a personal computer
and modem, you also can get many forms
and publications electronically. See Quick
and Easy Access To Tax Help and Forms in
your income tax package for details.

Tax questions. You can call the IRS with
your tax questions. Check your income tax
package or telephone book for the local
number, or you can call 1–800–829–1040.

TTY/TDD equipment. If you have access to
TTY/TDD equipment, you can call
1–800–829–4059 to ask tax questions or to
order forms and publications. See your in-
come tax package for the hours of operation.
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Organization Reference Chart
Section of
1986 Code Description of organization General nature of activities

Application
Form No.

Annual return
required to be filed

Contributions
allowable

501(c)(1)

501(c)(2)

501(c)(3)

501(c)(4)

501(c)(5)

501(c)(6)

501(c)(7)

501(c)(8)

501(c)(9)

501(c)(10)

501(c)(11)

501(c)(12)

501(c)(13)

501(c)(14)

501(c)(15)

501(c)(16)

501(c)(17)

501(c)(18)

501(c)(19)

501(c)(21)

501(c)(22)

501(c)(23)

501(c)(25)

501(d)

501(e)

501(f)

501(k)

521(a)

Corporations Organized Under Act of
Congress (including Federal Credit Unions)

Title Holding Corporation For Exempt
Organization

Religious, Educational, Charitable, Scientific,
Literary, Testing for Public Safety, to Foster
National or International Amateur Sports
Competition, or Prevention of Cruelty to
Children or Animals Organizations

Civic Leagues, Social Welfare Organizations,
and Local Associations of Employees

Labor, Agricultural, and Horticultural
Organizations

Business Leagues, Chambers of Commerce,
Real Estate Boards, Etc.

Social and Recreation Clubs

Fraternal Beneficiary Societies and
Associations

Voluntary Employees’ Beneficiary
Associations

Domestic Fraternal Societies and
Associations

Teachers’ Retirement Fund Associations

Benevolent Life Insurance Associations,
Mutual Ditch or Irrigation Companies, Mutual
or Cooperative Telephone Companies, Etc.

Cemetery Companies

State Chartered Credit Unions, Mutual
Reserve Funds

Mutual Insurance Companies or Associations

Cooperative Organizations to Finance Crop
Operations

Supplemental Unemployment Benefit Trusts

Employee Funded Pension Trust (created
before June 25, 1959)

Post or Organization of Past or Present
Members of the Armed Forces

Black Lung Benefit Trusts

Withdrawal Liability Payment Fund

Veterans Organization (created before 1880)

Title Holding Corporations or Trusts with
Multiple Parents

Religious and Apostolic Associations

Cooperative Hospital Service Organizations

Cooperative Service Organizations of
Operating Educational Organizations

Child Care Organization

Farmers’ Cooperative Associations

Instrumentalities of the United States

Holding title to property of an exempt
organization

Activities of nature implied by description of
class of organization

Promotion of community welfare; charitable,
educational or recreational

Educational or instructive, the purpose being
to improve conditions of work, and to
improve products and efficiency

Improvement of business conditions of
one or more lines of business

Pleasure, recreation, social activities

Lodge providing for payment of life, sickness,
accident, or other benefits to members

Providing for payment of life, sickness,
accident, or other benefits to members

Lodge devoting its net earnings to
charitable, fraternal, and other specified
purposes. No life, sickness, or accident
benefits to members

Teachers’ association for payment of
retirement benefits

Activities of a mutually beneficial nature
similar to those implied by the description of
class of organization

Burials and incidental activities

Loans to members

Providing insurance to members
substantially at cost

Financing crop operations in conjunction
with activities of a marketing or purchasing
association

Provides for payment of supplemental
unemployment compensation benefits

Payment of benefits under a pension plan
funded by employees

Activities implied by nature of organization

Funded by coal mine operators to satisfy
their liability for disability or death due to
black lung diseases

To provide funds to meet the liability of
employers withdrawing from a
multi-employer pension fund

To provide insurance and other benefits to
veterans

Holding title and paying over income from
property to 35 or fewer parents or
beneficiaries

Regular business activities. Communal
religious community

Performs cooperative services for hospitals

Performs collective investment services for
educational organizations

Provides care for children

Cooperative marketing and purchasing for
agricultural producers

No Form

1024

1023

1024

No Form6

1028

None

9901 or 990EZ8

9901 or 990EZ8, or
990-PF

990-BL

990 or 990EZ8

990 or 990EZ

10659

990-C

Yes, if made for exclusively
public purposes

No2

Yes, generally

Yes, if for certain Sec.
501(c)(3) purposes

No, generally7

No4

No5

No

Yes

No, generally2,39901 or 990EZ8

1024 9901 or 990EZ8 No2

1024 9901 or 990EZ8 No2

1024 9901 or 990EZ8 No2

1024 9901 or 990EZ8

1024 9901 or 990EZ8 No2

1024 9901 or 990EZ8 Yes, if for certain Sec.
501(c)(3) purposes

9901 or 990EZ8 No2

1024 9901 or 990EZ8 No2

Yes, generally9901 or 990EZ81024

No Form6 9901 or 990EZ8 No2

1024 9901 or 990EZ8 No2

No Form6 9901 or 990EZ8 No2

1024 9901 or 990EZ8 No2

No Form6 9901 or 990EZ8 No2

1024 9901 or 990EZ8

No Form6

No Form6

No Form6 990 or 990EZ8 No, generally7

1024

No Form No2

1023 9901 or 990EZ8

1023 9901 or 990EZ8 Yes

1023 990 or 990EZ8 Yes

No

1 For exceptions to the filing requirement, see chapter 2 and the Form instructions.
2 An organization exempt under a Subsection of Code Sec. 501 other than (c)(3) may

establish a charitable fund, contributions to which are deductible. Such a fund must itself
meet the requirements of section 501(c)(3) and the related notice requirements of section
508(a).

3 Contributions to volunteer fire companies and similar organizations are deductible, but
only if made for exclusively public purposes.

4 Deductible as a business expense to the extent allowed by Code section 192.
5 Deductible as a business expense to the extent allowed by Code section 194A.

6 Application is by letter to the address shown on Form 8718. A copy of the organizing
document should be attached and the letter should be signed by an officer.

7 Contributions to these organizations are deductible only if 90% or more of the
organization’s members are war veterans.

8 For limits on the use of Form 990EZ, see chapter 2 and the general instructions for Form
990EZ (or Form 990).

9 Although the organization files a partnership return, all distributions are deemed dividends.
The members are not entitled to “pass-through” treatment of the organization’s income or
expenses.

501(c)(26) State-Sponsored Organization Providing
Health Coverage for High-Risk Individuals

Provides health care coverage to high-risk
individuals

9901 or 990EZ8 NoNo Form6

501(c)(27) State-Sponsored Workers’ Compensation
Reinsurance Organization

Reimburses members for losses under
workers’ compensation acts

No9901 or 990EZ8No Form6

501(n) Charitable Risk Pools Pools certain insurance risks of 501(c)(3)
organizations

1023 9901 or 990EZ8 Yes
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Index

A
 Acknowledgement of
contributions ......................... 10
 Advance ruling ............................. 4
 Adverse determination ................ 4

Aged, home for .......................... 20
 Agricultural organization ............ 40
 Airport ........................................ 40
 Alumni association .............. 17, 41

Amateur athletic organizations .. 21
Animals, prevention of cruelty ... 21

 Appeal procedures:
 In general ............................... 5

Nondeductible dues, political
activity ............................. 41

 Application procedures:
 Advance rulings .................... 31

Form not required ................ 14
 In general ............................. 12
 Oral requests .......................... 2
 Required inclusions:

 By-laws .............................. 3
Description of activities ..... 3
Employer identification num-

ber ................................ 3
 Financial data .................... 3
 Organizing documents ...... 3

 Aquatic resources ...................... 40
Articles of organization .............. 14
Assets of organization ............... 15

 Athletic organization ............ 17, 21
Attribution, special rules ............ 36

B
Black lung benefit trust .............. 48
Board of trade ........................... 41

 Bureau defined .......................... 32
Burial benefit insurance ............. 45
Business income, unrelated ........ 8

 Business league ........................ 40

C
 Cemetery company ................... 46

Chamber of commerce .............. 41
Change in legal structure .......... 11

 Charitable contributions ....... 10, 12
 Charitable organization ....... 12, 19

Charitable risk pools .................. 19
Child care organization ............. 12
Children, prevention of cruelty .. 21

 Church ....................................... 20
 Civic leagues ............................. 39
 Clinic .......................................... 19

College alumni association ....... 41
College bookstore, restaurant ... 17

 Community association ............. 40
Community nursing bureau ....... 20

 Community trust ........................ 28
 Contributions, charitable ...... 10, 12
 Court appeals .............................. 5
 Credit union ............................... 46

D
 Determination letter ..................... 4
 Disclosures, required:
Dues, used for lobbying ....... 11

 Nondeductible contributions . 11
Quid pro quo contributions ..... 9
Services available from gov-

ernment ........................... 11
Discrimination, private school ... 17
Dispositions of donated property 9

 Disqualified persons ............ 22, 34
Domestic fraternal society ......... 43
Dues used for political or leg-

islative activities ............. 11, 41

E
Education, organization support-

ing ......................................... 19
 Educational organizations ... 17, 23
 Employees' association ............. 43
 Employment taxes ....................... 8
 Endowment fund ....................... 23
 Estimated tax ............................... 8
 Excess benefits ......................... 22
 Excise tax:
Black lung benefit trust ........ 48

 Excess benefits .................... 22
 Lobbying expenditures ......... 38
 Political expenditures ........... 38
 Private foundations .............. 21

 Exempt purposes ...................... 12

F
Facts and circumstances test ... 23
Fair market value, estimate of .. 10

 Festival ...................................... 40
 Filing requirements:
Annual information returns ..... 7
Donee information return ....... 9

 Employment tax ..................... 8
 Excise tax ............................. 21
 Political activity ....................... 9
 Private foundations ................ 8

Unrelated business income .... 8
 Forms:
1023 ........... 2, 5, 6, 10, 12, 14,

17, 21, 37, 39
1024 ......... 2, 3, 10, 39, 40, 41,

42, 43, 44, 46, 47,
48, 49

 1040 ....................................... 9
 1065 ....................................... 8
 1120-POL ............................... 9
 1128 ..................................... 12
 2848 ................................... 4, 5
 4720 ............................... 22, 38
 5578 ..................................... 18
 5768 ..................................... 37
 6069 ..................................... 48
 8274 ....................................... 9
 8282 ....................................... 9
 8283 ....................................... 9
 8300 ..................................... 10
 8718 ................................... 3, 4
 872-C .............................. 27, 31
 8821 ....................................... 5

990 ......................... 7, 8, 10, 37
 990-BL .............................. 8, 48
 990-PF .............................. 8, 21
 990–EZ ................................... 8
 990–T ..................................... 8
 SS-4 ................................... 3, 6
 W-2 ......................................... 9

Fraternal beneficiary society ..... 42
 Fraternal societies ............... 11, 42

Funeral benefit insurance .......... 45

G
Gifts and contributions, public

charity ................................... 31
 Governmental unit ..................... 23
 Grant:
Distinguished from gross re-

ceipts ............................... 32
Exclusion for unusual

grant .......................... 26, 30
From public charity ......... 26, 32

Grantor and contributor, reliance
on ruling ............................... 36

Grants distinguished from gross
receipts ................................. 32

Gross receipts from nonmember-
ship sources ......................... 42

Group exemption letter ................ 6

H
Health coverage organization ... 49
High-risk health coverage organ-

ization ................................... 49
Home for the aged .................... 20

 Homeowners association .......... 39
 Horticultural organization ........... 40
 Hospital ................................ 19, 23

I
 Inactive organization ................. 11
 Industrial development .............. 40
 Instrumentalities ........................ 12
 Insurance, organizations
providing ............................... 19

Integral part test ........................ 35

L
 Labor organization ............... 11, 40

Law, public interest ................... 20
 Legislative activity ............... 37, 41
 Literary organizations ................ 21

Loans, organizations providing . 20
 Lobbying expenditures .............. 37

Local benevolent life insurance
associations .......................... 45

Local employees' association ... 43
 Lodge system ............................ 42

M
Medical research organization .. 23

 Membership fee ......................... 32
Mutual financial organization ..... 46
Mutual or cooperative

association ........................... 45

N
 Nursing bureau .......................... 20

O
One-third support test ............... 23

 Organizational changes ............. 11

P
 Penalties:
Failure to allow public in-

spection ........................... 11
Failure to disclose .......... 10, 11
Failure to file .......................... 8

Perpetual care organization ...... 46
Political activity .......... 9, 11, 13, 39

 Political organization ............. 9, 11
Power of attorney ........................ 4

 Preferred stock .......................... 46
Prevention of cruelty to children

or animals ............................. 21
 Private foundations .................... 21

Private operating foundation ..... 37
 Private school ............................ 17
 Public charity:
Gifts and contributions ......... 31

 Grant from ............................ 32
 Section 509(a)(1) ................. 22
 Section 509(a)(2) ................. 29
 Section 509(a)(3) ................. 32
 Section 509(a)(4) ................. 37
 Support test .................... 23, 29

 Public inspection:
 Annual return ........................ 10
 Exemption applications ........ 10

Public interest law firm .............. 20
Publicly supported organization 23

R
Racially nondiscriminatory policy 17
Real estate board ...................... 41

 Reliance period ......................... 27
 Religious organizations ............. 20
 Responsiveness test ................. 35
 Ruling letter ................................. 4

S
 Scholarship:

 Organization awarding ......... 19
 Private school ....................... 18

 School, private ........................... 17
 Scientific organizations .............. 20
 Section 501(c)(3)
organizations: 

 Amateur athletic ................... 21
 Charitable ............................. 19
 Educational ........................... 17
 Literary ................................. 21

Prevention of cruelty ............ 21
 Private foundations .............. 21
 Public charities ..................... 22
 Qualifications ........................ 12
 Religious ............................... 20
 Scientific ............................... 20

 Single entity ............................... 29
 Social clubs ......................... 11, 41

Social welfare organization . 11, 39
Special computation period for

new organizations .......... 25, 30
 Specified organizations ............. 33

Sports organization, amateur .... 21
 State-sponsored:
High-risk health coverage or-

ganization ........................ 49
Worker's compensation rein-

surance organization ....... 49
Stock or commodity exchange .. 41

 Supplemental unemployment
benefit trust .......................... 44
 Support ................................ 25, 26
 Support test:
Facts and circumstances ..... 23

 One-third .............................. 23
 Public charity ........................ 29

T
 Technical advice .......................... 5

Testing for public safety ............ 37
Title holding corporation ...... 48, 49

U
Unemployment benefit trust ...... 44
Unrelated business income ......... 8

 Unusual grants .................... 26, 30
 User fee ................................... 3, 4

V
 Veterans organization ............... 47

Voluntary employees' beneficiary
association ........................... 43

Volunteer fire company ............. 39

W
War veterans organization ........ 47
Withdrawal of application ............ 3
Withholding information from

public ...................................... 3
Worker's compensation reinsur-

ance organization ................. 49
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Shared Visions: Summit I, Sponsored by HUD 1

Building an Effective Organization

Starting A Nonprofit
Organization

Presented by
LaCharla Figgs, Program Director

Management & Organizational Development
The Enterprise Foundation, Inc.



Shared Visions: Summit I, Sponsored by HUD 2

Building an Effective Organization
STARTING A NONPROFIT:

q Assemble a Team
q Develop a Business Plan
q Incorporate
q Establish Board Operations
q Apply for Tax Exemption
q Secure Financial Support
q Set Up Shop



Shared Visions: Summit I, Sponsored by HUD 3

Building an Effective Organization

Assemble a Team
q Develop a Business Plan
l Incorporate
l Establish Board Operations
l Apply for Tax Exemption
l Secure Financial Support

q Set Up Shop



Shared Visions: Summit I, Sponsored by HUD 4

Building an Effective Organization

DEVELOP A BUSINESS PLAN
q State the Mission
q Describe the Business
q Research the Market
q Analyze Financial Data
q Prepare the Report



Shared Visions: Summit I, Sponsored by HUD 5

Building an Effective Organization

INCORPORATE
q State corporation laws
l Eligible activities
l Filing Procedures

q Articles of Incorporation
l Boilerplate
l IRS Language



Shared Visions: Summit I, Sponsored by HUD 6

Building an Effective Organization

Establish Board Operations
q The Founding Board
l Number
l Composition
l Duties

q The Bylaws
l Boilerplate
l State Requirements



Shared Visions: Summit I, Sponsored by HUD 7

Building an Effective Organization

Apply for Tax Exemption
q Types of Exemption
q Section 501(c)(3)
l Eligible Activity
l Private Foundation
l Public Charity



Shared Visions: Summit I, Sponsored by HUD 8

Building an Effective Organization

Apply For Tax Exemption
The Forms!
q Publication 557: Tax-Exempt Info
q Form SS4: Employer ID Number
q Package 1023: Application
q Form 872-C: Advance Ruling
q Form 8718: User Fee



Shared Visions: Summit I, Sponsored by HUD 9

Building an Effective Organization

Secure Financial Support

q The Start-Up Budget
q Break-Even Analysis
q Resource Development Plan
q Start-Up Funds



Shared Visions: Summit I, Sponsored by HUD 10

Building an Effective Organization

Set Up Shop
q Licenses and Permits
q Office Space and Equipment
q Staff, Consultants, Volunteers
q Operating Systems & Policies
l Personnel
l Financial Management



Shared Visions: Summit I, Sponsored by HUD 11

Building an Effective Organization

Time For Action

q What 3 things will you do next?
q Who’ll help you do them?
q When do you plan to start?



Shared Visions: Summit I, Sponsored by HUD 12

Building an Effective Organization

Some Final Tips

q The Business Plan: A Guide Only
q The Board: Commitment & Skill
q Tax Exemption: Living with IRS
q Laws and Regs: Vigilance Pays



Shared Visions: Summit I, Sponsored by HUD 13

Building an Effective Organization

 Assessing Your Resources
q People - Talent & expertise.
q Time - Devoted to building your 

organization, grant writing, 
community building.

q Available funding - Traditional and 
alternative sources.

q Creative capacity!



Shared Visions: Summit I, Sponsored by HUD 14

Building an Effective Organization

The End



Shared Visions: Summit I, Sponsored by HUD 1

Oglala Sioux TribeOglala Sioux Tribe
Partnership for Housing,Partnership for Housing,

Inc.Inc.



Shared Visions: Summit I, Sponsored by HUD 2

Current Oglala Sioux (Lakota) Housing Profile
(1937 Housing Act Inventory)

Mutual Help
Rental Units
Pipline



Shared Visions: Summit I, Sponsored by HUD 3

Redirecting Expanded Housing Resources
Figures are for illustrative purposes only

Future OSLH
Responsibilities

Low Rent

Maintenance

Future Partnership
for Housing
Responsibilities

Moderate
Income

Counseling



Shared Visions: Summit I, Sponsored by HUD 4

Roadmap

qVision and Mission

qStrategies

qProgress to Date

qHousing Construction



Shared Visions: Summit I, Sponsored by HUD 5

Vision and Mission

qEnhance affordable homeownership

opportunities

qStimulate the creation of a

homeownership market in Indian

country



Shared Visions: Summit I, Sponsored by HUD 6

New Opportunities

qNew programs and initiatives
lNAHASDA
lSection 184

qInterest in working with tribes
lLenders
lNonprofits
lSecondary market



Shared Visions: Summit I, Sponsored by HUD 7

Resource Book

qCorporate Documents
qPosition Descriptions
qBudget
qPolicies and Procedures
qRequirements for FHA Title II Loan

Correspondent
qInformation on Financing



Shared Visions: Summit I, Sponsored by HUD 8

Benefits of Model

qVehicle for building wealth for tribal
families
qIncreased housing capacity of TDHEs for

very low-income tribal families
qDevelopment of regulatory jurisdiction

over financial and commercial transactions
--> predictability --> homeownership and
economic development



Shared Visions: Summit I, Sponsored by HUD 9

Business Objectives

qHomeownership Counseling

qLeverage Financial Intermediaries

qHomeownership Referral Services



Shared Visions: Summit I, Sponsored by HUD 10

Strategies: Homeownership Counseling

qHomebuyer Readiness

qPre- and post-purchase counseling
lGroup and one-on-one
lBudgeting, credit repair, maintenance

qEducational programs
lHigh school
lCollege



Shared Visions: Summit I, Sponsored by HUD 11

Strategies: Leverage Financial Intermediaries

qEstablish relationships with financial
intermediaries

qCreate affordable loan products

qLiaison between lenders and borrowers

qLeverage current Federal funding

qRaise financial capital



Shared Visions: Summit I, Sponsored by HUD 12

Strategies: Homeownership Referral Services

qResource for information
qListing and brokerage agent
qReferral service



Shared Visions: Summit I, Sponsored by HUD 13

Progress to Date

qLegal
lNonprofit Corporation
lTax-exempt status

qFinancial
lFunding

qOrganizational



Shared Visions: Summit I, Sponsored by HUD 14

Structure

qInterim Board of Directors
qInterim Executive Director
qInterim Housing Counselor
qContracted Construction Manager



Shared Visions: Summit I, Sponsored by HUD 15

Housing Construction

qShort-term
lHousing counseling
lBuilding Summit II July 31 - August 7,

1999

qLong-term
lHousing counseling
lFinancial products
lReferral Services



Shared Visions: Summit I, Sponsored by HUD 1

BUILDING AN EFFECTIVE ORGANIZATION

KTUNAXA Community Development Corporation

Realizing the potential of Self
Determination through forming
community-based organizations

Presented by:
Blake Chambliss, Rural Community Assistance

Corporation, &
Nancy Warneke, Salish Kootenai College



Shared Visions: Summit I, Sponsored by HUD 2

BUILDING AN EFFECTIVE ORGANIZATION

 VISION STATEMENT:
• To have developed a Model Indian Community
• Prosperous, with housing built by our Indian

People
• Self governing Ktunaxa Community

Development Corporation
• Culturally sound, children educated in culture

and tradition
• A language and People that is not dying out
• Empowered / Assertive People with the

capacity to build



Shared Visions: Summit I, Sponsored by HUD 3

BUILDING AN EFFECTIVE ORGANIZATION
IMAGINE

• Living blended into the natural environment
• Homes naturally heated and cooled – elegant and

affordable
• Natural water systems, food produced, waste

managed
• Neighbors, young and old, routinely help each other
• Less traffic, less pollution, more open space
• Leisure time w/ recreation opportunities
• Designed to save money – and the Earth its

precious resources
Larry Santoyo



Shared Visions: Summit I, Sponsored by HUD 4

BUILDING AN EFFECTIVE ORGANIZATION

 “If you think you can,
or if you think you can’t

………..either way you’re right”

Thomas Edison



Shared Visions: Summit I, Sponsored by HUD 5

BUILDING AN EFFECTIVE ORGANIZATION

 A Powerful Vision

Human and Financinal Resources

Appropriate Organizational Structure



Shared Visions: Summit I, Sponsored by HUD 6

BUILDING AN EFFECTIVE ORGANIZATION
MODEL PROGRAM – A NEW PARADIGM
Create a community that:

• Respects and supports traditional values
• Preserving language and culture
• Strengthens individuals and community
• Creates a prosperous community
• Employs and empoweers its People
• Development that is sustainable – a

“Permaculture”
• Respects the land



Shared Visions: Summit I, Sponsored by HUD 7

BUILDING AN EFFECTIVE ORGANIZATION

wisdom

visioncommitment

trust
BALANCE



Shared Visions: Summit I, Sponsored by HUD 8

BUILDING AN EFFECTIVE ORGANIZATION

 WISDOM
lWhat do we need to know
lAbout the land
lPlanning constraints
lThe community
lOther responsibilities
lThe needs of the residents
lWhat alternatives are there to meet needs



Shared Visions: Summit I, Sponsored by HUD 9

BUILDING AN EFFECTIVE ORGANIZATION

TRUST
l How will the trust be built
l Within the community and to outsiders
l Who “authors,” prioritizes, benefits
l Fairness among partners
l Resources for planning and 

implementation
l Now vs. future



Shared Visions: Summit I, Sponsored by HUD 10

BUILDING AN EFFECTIVE ORGANIZATION

 Who gets to decide?
l For whom plans are made
l Who implements the plan
l Who balances the benefits and costs
l What process will be for future 

decisions



Shared Visions: Summit I, Sponsored by HUD 11

BUILDING AN EFFECTIVE ORGANIZATION
VISION
q What is the intended end result?
l For the current residents
l For future residents
lWho and how will the development serve them
l Can it restore “oneness”
üCultural, traditional
üEconomic justice
üSpiritual relationships

lWho is responsible for each phase of the plan’s
implementation



Shared Visions: Summit I, Sponsored by HUD 12

BUILDING AN EFFECTIVE ORGANIZATION

COMMITMENT
q Who needs to be involved/committed
q What are their interests
q What resources need to be made available
q How are commitments secured
q What is group’s credibility
q How can partnerships be maintained



Shared Visions: Summit I, Sponsored by HUD 13

BUILDING AN EFFECTIVE ORGANIZATION

“When the goals you seek constantly
recede before you,

You should recognize that the journey is
the goal.”



Shared Visions: Summit I, Sponsored by HUD 14

BUILDING AN EFFECTIVE ORGANIZATION

HUMAN AND FINANCIAL RESOURCES
l Housing Authority Allocation
l Infrastructure
l Single Family Housing
l Multifamily Rental Housuing
l Rental Assistance
l Rehabilitation of Existing Housing



Shared Visions: Summit I, Sponsored by HUD 15

BUILDING AN EFFECTIVE ORGANIZATION

HUMAN AND FINANCIAL RESOURCES(Cont.)

l State and Federal Resources
l HUD
l US Department of Agriculture Rural 

Development (ASDA-RD)
l Small Business Administration (SBA)
l Tax-Exempt Bonds
l Low-Income Housing Tax Credit (LIHTC)



Shared Visions: Summit I, Sponsored by HUD 16

BUILDING AN EFFECTIVE ORGANIZATION

HUMAN AND FINANCIAL RESOURCES(Cont.)

q Private Investment
q Banks
q Foundations (Loans and Grants)
q Community Development Financial 

Institutions (CDFI)
q Federal Home Loan BB



Shared Visions: Summit I, Sponsored by HUD 17

BUILDING AN EFFECTIVE ORGANIZATION

HUMAN AND FINANCIAL RESOURCES(Cont.)

q Individuals / Families
q ‘Sweat Equity’
q Land, Lumber – Tribal Allotments
q Personal Equity



Shared Visions: Summit I, Sponsored by HUD 18

BUILDING AN EFFECTIVE ORGANIZATION

 LEVERAGING RESOURCES
l Create Powerful Vision
l Secure Community Support
l Develop an Inclusive Strategic Plan
l Identify Potential Resource Partners
l Match Resource Partners with Appropriate

Projects
l Secure Specific Support for Each Project



Shared Visions: Summit I, Sponsored by HUD 19

BUILDING AN EFFECTIVE ORGANIZATION

STEPS TO BE TAKEN
q Create Organizational Structure
l Stability
l Local Involvement
ü Vision
ü Planning
ü Commitment
ü Ownership of Process/Results



Shared Visions: Summit I, Sponsored by HUD 20

BUILDING AN EFFECTIVE ORGANIZATION

STEPS TO BE TAKEN (Cont.)
l Outside Commitments
ü Financial Resources
ü Technical Assistance
ü Project Success
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BUILDING AN EFFECTIVE ORGANIZATION

 CHDO / CDC ORGANIZATION
 Community-Based Nonprofit Organizational Structure
l  Focus on Accomplishing Vision
l  Direct involvement of community members
l  Independent of Tribal Politics
l  Partnership with Tribal Leadership
l  Access to Outside Resources
l  Productive Partnerships Within and Beyond Tribal 

Boundaries
l  Managing Risk
l  Entrepreneurial Business Outlook



Shared Visions: Summit I, Sponsored by HUD 22

BUILDING AN EFFECTIVE ORGANIZATION

 SCHEDULE
Spring
l Tribal Members Plan Community

Workshop
l Identify Participants
l Plan Strategy
l Organize Program Events
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BUILDING AN EFFECTIVE ORGANIZATION

 SCHEDULE
Summer
l Community Workshop
üGoals / Vision Refined
üNeeds Assessment Initiated
üStrategic Plan Outlined
üSpecific Assignments Made

l Commitments Secured
l 501(c)3 Status In Hand
l CHDO / CDC Certification Application
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BUILDING AN EFFECTIVE ORGANIZATION

 SCHEDULE
Fall
lProject Priorities Identified
lProject Funding Applications Prepared
lCommunity / Financing Commitments

Secured
lEconomic Development Supports In Place
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BUILDING AN EFFECTIVE ORGANIZATION

 LESSONS LEARNED
q Human and Financial Resources
lThe Importance of Inclusive Community

Participation in All Phases of the Program,
Building “Ownership” of the Whole Effort.
Identifying the full range of potential
financial partners that exist for assisting in
the development of an appropriate,
sustainable community.
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BUILDING AN EFFECTIVE ORGANIZATION

 LESSONS LEARNED (Cont.)
q Appropriate Organizational

Structure
lThe Value of Individuals Taking

Responsibility for the Preservation and the
Nurture of the Community’s Traditional and
Cultural Values. The selection of an
entrepenurial organizational model that
can involve the community in achieving its
Vision.
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BUILDING AN EFFECTIVE ORGANIZATION

 LESSONS LEARNED
q Powerful Vision
lRecognition of the Interdependence of

Cultural Values with Community Building in
Shaping Economic Development and
Housing Programs Respectful of Native
American Traditions
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BUILDING AN EFFECTIVE ORGANIZATION

For More Information:
Blake Chambliss, RCAC
2460 W 26th  Suite 480C
Denver CO  80211
tel (303) 455 7882
Blakec@rcac.org

Nancy Warneke
Saylish-Kootenai College
Box 117  Pablo, Montana  59855
tel (406) 675 4800 x 245
nancy_warneke@skc.edu
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HOMEOWNERSHIP
101:  THE BASICS

Charlie Eiseman
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BASICS -- THE 4 “W’s”

qWho--Tribally Designated Housing
Entity (TDHE’s)
qWhat--Building a Better Social Economic

Environment for Tribal Members
qWhere--TO BE DETERMINED
qWhy--Native American Housing

Assistance and Self-Determination Act
of 1996 (NAHASDA)
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INDIAN HOUSING PLAN

qIndian Housing Plan (IHP)
lBasic Information
l5 Year Housing Plan
üMission Statement
üGoals & Objectives
üActivities

l1 Year Housing Plan...
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INDIAN HOUSING PLAN (cont.)

l1 Year Housing Plan
üGoals & Objectives
üStatement of Needs
üFinancial Resources

– Income & Assets
– Annual Expenses & Liabilities
– Capital & Special Projects
– Affordable Housing Resources



Shared Visions: Summit I, Sponsored by HUD 5

SOURCES & USES OF FUNDS
qCash Flow
lTotal Annual Income Available for Annual

Expenses
üAnnual Income--Deposits to Checking or

Saving Accounts
üAnnual Expenses--Checks written from

checking or savings for expenses
qProforma (Estimating the Future)
lBased upon actual income & expenses--

estimate for next 5 years
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SOURCES & USES OF FUNDS (cont.)

qNet Income--Amount of income left
after expenses
lMaximum Leveraging of Net Income

qAssets & Liabilities
lAssets less liabilities = Net worth
lLeveraging of Net Worth
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NEEDS ASSESSMENT
q An estimate of housing needs and the need for

assistance for the low-income Indian families in the
jurisdiction, and outside the jurisdiction where Tribal
needs require consideration.

q Housing Survey
lMailer--stuff in Tribal Correspondence, checks,

mailers, etc.--to every Tribal member
l BIA Survey
lWaiting List
l Census Information
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NEEDS ASSESSMENT (cont.)
qTribal Member Profile
l> 80% of Area of Medium Income
l80% of Area Median Income
l60% of Area Median Income
lLess than 60% and/or Homeless

qEstablish Housing Priorities
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CODIFY HOUSING PROGRAMS
qPut Housing Programs in Writing
lCreate Program Summary and make available

to all members
lEstablish Application
lEstablish Criteria for Loan Decisions
lEstablish Working Loan Committee
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HELP -- ASSISTANCE
qBlock Grant money can be utilized for

study
lExisting internal capabilities
lTraining of existing personal
lHiring
lContracting out study
lGetting it done and doing it right
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HELP -- ASSISTANCE (cont.)
q Resources
l Other TDHE’s
l National American Indian Housing Council
l Lenders -- CRA, FHLB Programs
l Attorneys
l Accountants

q Taking the Lead
l Someone has to be in charge -- Their Primary

Responsibility
l Persistence & Hard Work
l Opportunity





















ANY RESERVATION, TDHE

ASSUMPTIONS:

� Remote Tribe (no local lending services)
� 100% Trust Land
� Limited Economic Development  (Primarily Tribal, BIA, IHS, School Jobs)
� Enrollment 3,000
� 250 Low Rent, 100 Mutual Help from 1937 Act
� Stable Tribal Government
� Needs

Χ 400 Rental Assistance
Χ 200 Mortgages

SOURCES / USES OF FUNDS
Indian Housing Block Grant  $2,000,000
Rental Income $   150,000
Mutual Help Administration Charge @ $70 $     84,000

Total Income  $2,234,000

EXPENSES

Admin. Salary $275,000
Legal $  12,500
Training  $  25,000
Local Travel $    5,000
Professional Services $  15,000
Miscellaneous  $  37,500

Total Admin. $   370,000

Utilities $     94,500

Maintenance Salary $250,000
Materials $100,000
Contracs   $475,000
Other $  27,500

Total Maint. $   847,500

General Expenses $   250,000

Total Routine   $1,562,000

Available for other Programs $   672,000































FEDERAL HOUSING
PROGRAMS

Home Buyer Finance
prepared for

S H A R E D  V I S I O N S :

T h e  N a t i ve  A m e r i c a n  H o m e  O w n e r s h i p ,
L e g a l ,  a n d  E D  S u m m i t

 by:

The Enterprise Foundation
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FEDERAL HOUSING PROGRAMS

qHUD Block Grants and Formula-Based
Programs
qHUD Competitive Programs
qOther Federal Programs
qNon-Federal Programs
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Block Grants

qHOME Investment Partnership
qHousing Opportunities for People With

AIDS (HOPWA)
qCommunity Development Block Grants

(CDBG)
qMcKinney Emergency Shelter Grants
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HUD’s Competitive Programs
Reforms Bring Changes

qHUD Introduces the “superNOFA”
Format
l Rather than issuing more than 40 disparate

Notices of Funding Availability (NOFA), HUD will
now use three consolidated superNOFAs
l The superNOFAs and application kits can now be

accessed through HUD’s web site at
www.hud.gov/nofas.html  OR call the superNOFA
Information Center at 1 (800) HUD-8929

qCombined Application Kits
lWithin specified categories applicants can use

standardized forms and certifications for programs
with a common purpose
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Common Factors for Award
q To simplify the application process, most competitive

programs now use five common factors for award:
l Capacity - do you have the organizational resources

necessary to implement the proposed activities?
l Need/Extent of the Problem - is there an urgent

and documented need for funding the proposed
activities?

l Soundness of Approach - addresses the quality and
appropriateness of the proposed program

l Leveraging Resources - can you secure resources
beyond those provided by the specific program?

l Comprehensiveness and Coordination - is your
strategy coordinated with related community activities?
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superNOFA I :
Housing and Community Development

q Community Development Technical Assistance
Programs
lCommunity Development Block Grant (CDBG)
lCommunity Housing Development Organization

(CHDO)
lHOME
lSupportive Housing Program (SHP)

qUniversity and College Programs
lCommunity Outreach Partnership Centers

(COPCs)
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superNOFA I (cont.)
qFair Housing Initiatives and Assisted Housing

Counseling Programs
lFair Housing Initiative Program (FHIP)
üEducation and Outreach Initiative (EOI)
üPrivate Enforcement Initiative (PEI)
üFair Housing Organization Initiative (FHOI)

lHousing Counseling Program
qLead-Based Paint Hazard Control Program
qDrug Elimination Grants for Multifamily Low

Income Housing
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superNOFA II : Economic Development and
Empowerment Programs

qEconomic Development Initiative (EDI)
qBrownfields Economic Development

Initiative (BEDI)
qYouthbuild
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superNOFA III : Targeted Housing and Homeless
Assistance

qContinuum of Care Homeless Assistance
lSupportive Housing
lShelter Plus Care
lSRO Moderate Rehabilitation

qSection 202 Supportive Housing for the
Elderly
qSection 811 Supportive Housing for

Persons with Disabilities
lSection 8 Mainstream Program
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superNOFA III (cont.)

qHousing Opportunities for People with
AIDS (HOPWA) - Competitive



Slide11

Other HUD Programs
qNational Competition Program
lFHIP National Focus
lNational Housing Counseling Training
lNational Lead Hazard Awareness Campaign

qMainstream Housing Opportunities for
Persons with Disabilities
qFamily Self-Sufficiency
qSelf-Help Home Ownership Opportunity
qHUD Single Family Disposition
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Other Federal Programs
qLow Income Housing and Historic Tax

Credit Program
qCommunity Development Financial

Institution (CDFI) and Bank Enterprise
Award (BEA) Programs (Treasury
Department)
qHomeless Providers Grant and Per Diem

for Veterans (Veterans Department)
qHomeless Veterans Reintegration Project
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Other Federal Programs (cont.)

qRural Rental and Cooperative Housing
Loans (Section 515) and Rural Rental
Assistance Payments (Section 521)
(Agriculture Department)
qRural Development - Home Ownership
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Non-Federal Programs

qFederal Home Loan Bank Affordable
Housing Program
qMajor Private Sources
qMajor Reduced Rate Lenders
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Typical Home Ownership Project Includes:

q Bank (Section 184, 248 or conventional), State
Housing Finance Agency, or Section 502 First
Mortgage

q Second/Third + Mortgages or Grants
l NAHASDA
l HOME
l ICDBG or state CDBG
l Affordable Housing Program of the Federal Home Loan Bank
l State Housing Trust Fund

q Home Buyer Down Payment of 3%-5%
q Fee based home ownership counseling with Housing

Counseling or FHIP subsidies



Block Grants and Formula-
Based Programs

Creating A Vision and Funding
Your Project Through the

Consolidated Planning Process
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Consolidated Plan

qArticulates Need
qCreates Long Range (5 year) Plan for meeting

the need
qIdentifies Targets/Objectives for Meeting Long

Range Plan and potential funding sources
qIdentifies local obstacles (zoning/building

codes/etc.) to meeting objectives
qProjects must be consistent with Consolidated

Plan to be eligible for funding
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Consolidated Plan (continued)
q Requires Citizen Participation
l A minimum of one public hearing
l Requires outreach to underserved populations
lMust consult with public and private agencies that

provide housing, health, or social services
l Summary of Consolidated Plan (CP) must appear

in the newspaper
l A “reasonable number” of draft CP’s  must be

provided cost free to public
lMinimum of 30 days for public to comment
lMust include information from Continuum of Care

(if available)
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Consolidated Plan (continued)
q Why is it important to participate
l Access to HOME, CDBG, ESG, HOPWA funds
    (most states do not currently provide these funds

on tribal lands)
l Other Federal sources often require “consistency

with Consolidated Plan” letter
lMarket your projects/needs to state/local

government
l Increases your awareness of political and

development environment
l Can object if state/locality does not meet

Consolidated Plan or if they do not adequately
provide for Citizen Participation
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HOME Investment Partnership
q Eligible Applicants: For- and nonprofit developers,

Housing Authorities and housing providers. Priorities
given for Community Housing Development
Organizations (CHDOs)

q Program Description: Block grant provided to eligible
cities, states, and counties to increase affordable
housing for low income households based on
strategies articulated in Consolidated Plans.
Assistance can be in the form of loans, grants,
equity, interest subsidies, loan guarantees (up to
20% of principal balance), or rent subsidies.
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HOME Investment Partnership
qAmount Available: In FY1999, $1.6 billion

nationally.

qUse of Funds: Acquisition, rehabilitation, new
construction of affordable home ownership,
rental and transitional housing (under 80% of
median income for all programs, 90% of rental
units assisted must be rented to households
earning <60% of median income with targeting
of 20% of the the units in any project over 5
units for below 50% of median income).
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HOME Investment Partnership
qUse of Funds (cont.): Affordability required for 5

to 20 years, depending on funding amount. Minimum
15% set aside for CHDOs, who can receive
administrative support and at-risk pre-development
financing. Minimum of $1,000/ unit subsidy,
maximum 221(d)3 limits (though localities can
receive waivers for up to 210%)

qApplication Process and Due Date: Varies
by Participating Jurisdiction.
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HOPWA - Block Grant

qEligible Applicants: Service providers for
people with HIV/AIDS.

qProgram Description: Financing for
acquisition, rehabilitation, and construction of
housing, rent subsidies, services and other
related uses to assist people with HIV/AIDS
find and remain in decent affordable housing.
Decided locally.
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HOPWA - Block Grant

qAmount Available: $183.6 million nationally
in FY1998

qUse of Funds:
qContact: David Vos - 202.708.1234
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Community Development Block
Grant/Section 108

qEligible Applicants: For and nonprofit
developers/service providers, Housing Authorities
and government agencies.

qProgram Description: Block grant provided
to state and local governments to assist in
redeveloping distressed neighborhoods (a
majority of residents below 80% of median
income and targeted by block grant recipient)
and providing services to low and moderate
income residents.  High percentage to economic
and housing development.
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CDBG/Section 108
qAmount Available: $4.2 billion nationally in

FY1998.

qUse of Funds: Can be used for housing
development and rehabilitation, economic
development, social services, neighborhood/
service planning, tenant/home owner counseling.
Housing for all incomes in targeted
neighborhoods, housing for low income (under
80% of median) outside of target areas. A
minimum of 70% of funds must serve low
and moderate income households. New
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CDBG/Section 108
qUse of Funds (cont.): construction only allowed if

in conjunction with community revitalization. with
redevelopment plan in distressed communities.
Section 108 program enables future years (up to
10 years) CDBG to be used as loan or loan
guarantees for projects that meet CDBG objectives.
Economic Development Initiatives (EDI) program
provides financing to reduce risk of Section 108
loans.

qDue Date: Varies by locality for CDBG
q Contact: Paul Webster (202) 708-1871 x4563
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Emergency Shelter Grant

qEligible Applicants: Nonprofit
organizations and government agencies
qProgram Descriptions: Block grant to state

and localities to improve and increase
(renovations, major rehabilitation and
conversions to) homeless shelters and services
and to assist homeless prevention efforts.

qAmount Available: $165 million nationally
in FY1998.
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Emergency Shelter Grants

qUse of Funds: Preventive and homeless
services, construction/rehabilitation of
emergency shelters

qDue Date: Varies by locality



HUD’s Competitive
Programs

superNOFA I

Housing and Community
Development Programs
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CHDO Technical Assistance

q Program Description:  Assessments, direct
technical assistance, training, and pass-through
funds for CHDOs.  Assistance can be for:
lorganization (start-up, board development,

fiscal management, operating systems, etc.)
ldeveloping housing (financial packaging,

locating financing sources, construction
management, etc.)
lmanaging housing (management systems,

locating management companies, etc.)
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CHDO Technical Assistance (cont.)

qAmount Available:  $42 million in FY1998

qDue Date:  June 24, 1998
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HOME Technical Assistance
q Program Description:  assessments, direct technical

assistance and training for lenders, for-profit
developers and the Participating Jurisdictions that
administer the HOME program.  Typically HOME PJs
are city, county, and state departments of housing or
community development.  Assistance includes:
l assessments of administrative process
l comparisons with other jurisdictions (leverage

ratios, HOME investment per unit, etc.)
l best practices for specific objectives
l Assistance in developing HOME funded projects
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HOME Technical Assistance (cont.)

qAmount Available:  $31 million in FY1998

qDue Date:  June 24, 1998
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CDBG Technical Assistance

qProgram Description:  assessments, direct
technical assistance and training for CDBG
administrators or program operators.   CDBG TA
can cover the same organizational, project
development and project management categories
as HOME and CHDO TA but for organizations that
are or will be funded through CDBG

qAmount Available:  $5 million in FY1998

qDue Date:  June 24, 1998
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SHP Technical Assistance

q Program Description:  assessments, direct technical
assistance and training for housing and service
programs that are funded through HUD’s Continuum
of Care programs - typically shelters and transitional
housing service programs connected to the housing
and umbrella administrative agents.  TA covers  the
same organizational, development, and management
categories as previous TA programs.

q Amount Available: $4.4 million in FY1998
q Due Date: June 24, 1998
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Community Outreach Partnership Centers
(COPC)

qProgram Description:  COPC provides
funding to accredited 2- or 4-year degree-
granting nonprofit institutions of higher learning
to address at least three of the following issues
in a urban community: (urban being defined as a
population over 2,500)
lLocal Housing, Infrastructure, Economic

Development, Neighborhood Revitalization,
Health Care, Job Training, Crime Prevention,
Education, Planning, or Community Organizing

qAmount Available:  $7 million in FY1998
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COPC

qGrant Size: COPC offers 3-year grants of up to
$400,000

qDue Date: June, 1999
qFor more information including a list and

description of the 1997 grantees, see the Office
of University Partnerships’ website at
www.oup.org/copc.html

qContact:  Jane Karadbil (202) 708-5918
x218
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Fair Housing Initiative Program (FHIP)

q Eligible Applicants: Fair Housing government and
nonprofit agencies. Other nonprofit agencies eligible
for the Education and Outreach and Fair Housing
Organization Initiatives, but not the Private
Enforcement Initiative.

q Program Description: Supports efforts to enforce and
enhance fair housing. Includes $1.5 million set aside
funding for a 24 month initiative to reduce tensions
related to expanding affordable housing and
$800,000 set aside for four 18 month projects to
enhance fair housing for the disabled. Most of funds
earmarked for testing and fair housing enforcement.
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FHIP

qAmount Available in FY1998
lEducation and Outreach: $1 million
lPrivate Enforcement Initiative: $9.3 million
lFair Housing Organization Initiative: $1.2

million

qUse of Funds:
lEducation and Outreach Initiative: Studies,

affirmative marketing, training on meeting fair
housing and disability requirements, and finding
housing for the disabled.
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FHIP
qUse of Funds (cont.):
lPrivate Enforcement Initiatives: Fair housing

testing (note: Massachusetts used FHIP to
testing on discrimination on the homeless),
investigating and litigating complaints.
lFair Housing Organization Initiatives:

Increasing capacity of fair housing organizations
to do enforcement and testing. Large emphasis
for organizations working with disabled to apply.

qDue Date: June 25, 1998

qContact: Ivy Davis,  (202) 708-0800
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Housing Counseling Program

q Eligible applicants: HUD approved counseling
agencies ($5 million); National, regional, multi-state
counseling intermediaries ($6 million); State Housing
Finance Agencies ($7 million)

q Program Description:  Provides funding for agencies
to provide tenants and homeowners with information
and advice on home ownership and renter
obligations, property maintenance, foreeclosure
prevention, financial management, and legal rights.

q Amount Available: $18 million in FY1998  (Grants to
individual agencies cannot exceed $100,000)
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Housing Counseling Program

qUse of Funds: To provide free of charge
services to renters, home buyers and home
owners. Funds can be used staffing,
administrative costs, public outreach, and other
requirements for service delivery;

qDue Date: June 25, 1998

qContact:  For more information call Monica
Schuster, (202) 708-0317 x5447
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Lead-Based Paint Hazard Control Program

q Eligible Applicants: States and local governments
q Program Description: Provides grants to devise

strategies to reduce lead hazards. See
www.hud.gov/lea/leagrant.html

q Amount Available: $50 million in FY1998
q  Due Date: June 1, 1998
q Grant Range: 15 to 25 grants available typically $2-

$4 million (maximum award of $4 million)
q Contact Person: Ellis Goldman, (202) 755-1822
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Multifamily Housing Drug Elimination
Program (MHDEP)

q Program Description:  MHDEP’s goal is to eliminate
drug-related crime and associated problems in and
around federally assisted low-income housing.
MHDEP provides funds to owners of such housing for
physical improvements and comprehensive programs
to reduce drug use (e.g., prevention, education,
treatment, and youth services).

q Amount Available: $16.3 million in FY1998 (maximum
grant of $125,000)

q Due Date:  June 15, 1998
q Contact:  Carissa Janis, (202) 708-3291 x2487



superNOFA II

Economic Development and
Empowerment Programs
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Economic Development Initiative (EDI)

qProgram Description:  EDI provides grants to
local governments to enhance the security of
Section 108 guaranteed loans or to improve the
viability of a project financed with a Section 108-
guaranteed loan. EDI grants must be used in
conjunction with new Section 108 guaranteed loan
commitments and can be used as additional
security for the loan (for example a loss reserve to
reduce the exposure of CDBG funds) or to pay for
costs associated with the 108-assisted project.

qAmount Available:  $38 million in FY1998
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EDI

qTypical Grant Size: $400,000-$700,000

qDue Date: July 30, 1998

qContact: Paul Webster, (202) 708-1871 x4563
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Brownfields Economic Development Initiative (BEDI)

qProgram Description: BEDI is designed to
help local governments redevelop abandoned,
idled, or underutilized industrial and commerical
facilities where expansion is complicated by real
or perceived environmental contamination -
brownfields.  BEDI provides funds in conjunction
with Section 108 loan guarantees to finance
activities such as demolition, remediation,
infrastructure construction or reconstruction,
assistance to businesses, and the construction or
reconstruction of public facilities.
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Brownfields Initiative

qAmount Available:  $25 million in FY1998

qDue Date:  August 10, 1998

qNote: BEDI operates with a specific
appropriation for Brownfield sites but operates
under the authority of the EDI program.

qContact: Paul Webster, (202) 708-1871 x4563
or Stan Gimont, (202) 708-1871 x4559
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Youthbuild
q Program Description:  Youthbuild provides funding

to nonprofits, state and local governments, and
housing agencies eligible to run Federal
employment training programs to implement
housing construction/rehabilitation training
programs for very low-income high school dropouts
age 16 to 24.  Programs offer educational and job
training services, counseling and other support
activities in conjunction with on-site paid training
for construction work.  50% of participants time
must be spent on-site.

q Amount Available:  $33 million in FY1998
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Youthbuild

qUse of Funds:  $8.3 million available for
grants up to $350,000 for 18 month programs
with 20 students.  $24.9 million available for
grants either under $450,000 and up to 24
months or grants over $450,000 and up to 30
months.  (maximum award of $700,000

qDue Date: July 14, 1998

qContact:  Phyllis Williams, (202) 708-2035



superNOFA III

Targeted Housing and Homeless
Assistance Programs
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Continuum of Care Homeless Assistance

qEligible Applicants: Nonprofit agencies,
public housing authorities, government
agencies

qProgram Description:
lSupportive Housing - Up to $300,000 in

matching capital funds and 3 years 100%
of social services and 75% (year 1 and 2)
to 50% (year 3) in operating support for
transitional housing and permanent
housing for the homeless disabled.
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Continuum of Care

lShelter Plus Care - 5 year sponsor,
tenant, or project based rent subsidies up
to FMR (10 year, if project based in
conjunction with rehabilitation of
$3,000+/unit) for homeless disabled.
lSRO Section 8 Moderate

Rehabilitation - 10 year project based
assistance for homeless singles.
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Continuum of Care

qAmount Available: $700 million for new
programs in FY1998

qUse of Funds: Capital, rent subsidies, and
social services, depending on program.
qDue Date: August 4, 1998
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Section 202 Supportive Housing for the Elderly

q Eligible Applicants: Private Nonprofits and Consumer
Cooperatives (not TDHE’s) (but requires owner be a
single-purpose, single asset corporation)

q Program Description: Provides up front capital and
rent subsidies for very low income   (50% of median
and below) elderly (age 62+). Elderly pay higher of
30% of AGI,  10% of income, or  welfare housing
allowance, HUD pays the difference. Typically takes
2-4 years to develop and extensive paperwork and
negotiations.
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Section 202 Supportive Housing For the Elderly

q Use of Funds:
l Capital Advance - Forgiven if housing is

maintained for very low income (under 50% of
median income) elderly for 40 years
l Project Rental Assistance - Rent subsidy for 20

years renewable for another 20 years
q Funding Available: $402 million in FY1998
q Contact Person: Gail Williamson, (202) 708-2556
q Due Date: July 7, 1998
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Section 811 Supportive Housing For the Disabled

qEligible Applicants: Private nonprofits,
consumer cooperatives, and unincorporated
nonprofits

qProgram Description: Provides nonrepayable
capital advances for acquisition and rehabilitation
(or acquisition alone for group homes) and 20
year renewable rental assistance to housing for
people with disabilities. Up to 15 people in a
group home and 24 people in an independent
Living facility.
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Section 811 Supportive Housing For the Disabled

q Use of Funds:
l Capital Advance - Forgiven if housing is

maintained for very low income (under 50% of
median income) h.h. w/disabilities for 40 years
l Project Rental Assistance - Rent subsidy for 20

years renewable for another 20 years
q Due Date: July 7, 1998
q Amount Available: $74.4 million nationally in FY1998
q Contact Person: Joseph Malloy, (202) 708-3000
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HOPWA - Competitive

qEligible Applicants: States, local government,
and nonprofit organizations

qProgram Description: Assistance for housing
for low income people with HIV/AIDS and their
families. Financing can be used for acquisition,
rehabilitation, or construction, tenant and project
based rent subsidies, emergency assistance,
support services, and other related activities.

qAmount Available: $20.15 million in FY1998
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HOPWA - Competitive

q Use of Funds: Two categories:
l Special Projects of National Significance

(SPNS) - model projects for housing and other
services
l Long term Comprehensive Strategy - projects

submitted by states or local governments for areas
that do not qualify for HOPWA formula allocations
(nonprofits may not apply but can serve as sponsor)

q Note:  no longer set asides for Multiple Diagnoses
Initiative (MDI) and National Technical Assistance, but
both can be applied for in either of the above
categories.
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HOPWA - Competitive

qUse of Funds (cont.): Innovation is
encouraged, within perimeters.  Maximum
grant size $1 million for program activities.
Additional administrative costs (up to 3% for
grantees and up to 7% for sponsors) and
funds to collect data on project outcomes (up
to $50,000) is also available.

qDue Date: July 10, 1998

qContact: David Vos,  (202) 708-1934



Other HUD Programs
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National Competition Program
q Eligible Applicants:
l FHIP National Focus Education and Outreach -

Fair Housing Enforcement Organizations and nonprofit
agencies representing persons protected under Fair
Housing Act  or involved in fighting discrimination

l National Housing Counseling Training Program:
HUD approved counseling agencies with 2+ years
experience

l National Lead Hazard Awareness Campaign:
Public Relations Firms, Marketing/Advertising
Companies, Nonprofit agencies

q Amount Available: FHIP - $3.5 million; NHCTP - $550,000;
NLHAC - $1 million
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National Competition Program
q Program Description:
l FHIP: Nationwide Education Project ($2 million) promote

a centralized coordinated fair housing media campaign
including posters, PSA’s, cooeration w/real estate
industry: Community Tensions Project ($1.5 million)
Prevent and respond to community tensions when fair
housing rights enforced for underrepresented protected
class members

l Counseling: provide training through satellite broadcast,
CD-ROM, or on-site training of housing counselors on first
time home ownership training and Home Equity
Conversion Mortgages plus other programs

l Lead: National Media “Campaign for Lead-Safe America”
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National Competition Program

qDue Date: July 7, 1998

qContact:
lFHIP - Ivy Davis - 202.708.0800
lCounseling - 202.708.0317
lLead - Dolline Hatchett - 202.755.1785
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Mainstream Housing Opportunities for Persons with
Disabilities

qEligible Applicants: Public Housing
Authorities
qProgram Description:  Provides up to 5

years of Section 8 rental assistance for
people with disabilities. To be eligible a
Housing Authority needs to document
Housing Need and Capacity. PHA’s can
set aside a portion for project based
assistance
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Mainstream Housing Opportunities for Persons with
Disabilities

qAmount Available: $48.5 million in
FY1998 for 1,700 vouchers/certificates
(up to 100 per HA; 200 for statewide/multicounty
HA’s)

qDue Date: July 7, 1998
qContact: George Hendrickson -

202.708.0477
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Family Self-Sufficiency
q Eligible Applicants: Public Housing Authorities (except

those with major management findings)
q Program Description: Provides one year Section 8

assistance to families for whom the lack of adquate
housing is a primary factor that will result in imminent
placement of child(ren) to out of home care or for whom
the lack of housing delays discharge of child(ren) to
family;

q Amount Available: $15 million for 2,200
vouchers/certificates (up to 100 for PHA’s >500 Section
8’s; up to 50 for PHA’s < 500 Section 8’s)
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Family Self Sufficiency

qUse of Funds: Section 8 rental
assistance (8% administrative)
qDue Date: July 24, 1998
qContact: George Hendrickson -

202.708.0477
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Self Help Homeownership Opportunity
Program

qEligible Applicants: Nonprofit national or
regional organizations or consortia with
capacity/experience to provide self-help housing

qProgram Description: Assist low income
(<80% of median) households to purchase
homes through use of self-help and volunteer
labor and community involvement in housing
development. Housing development should be in
a geographically diverse areas. A minimum of 30
houses must be developed.
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Self Help Homeownership Opportunity Program

qAmount Available: $6.262 million (maximum
of $10,000 per house)

qUse of Funds: Funds can be used for
acquisition, infrastructure, administration,
planning. Cannot be used for
construction/rehabilitation.

qDue Date: July 17, 1998 (expression of
interest)

qContact: Joan Morgan 202.708.3226
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HUD Single Family Disposition Program

q Eligible Applicants: Government and nonprofit
agencies for lease and sale program; nonprofit
agencies for lease to purchase program

q NOTE: Lease program suspended until
12/31/98

q Program Description:
l Leasing Program: Up to 10% of HUD held single

family (1-4) houses can be leased by homeless
programs for $1/year (suspended until 12/31/98)
lSale Program: Properties can be purchased at

10% discount (30% discount in Revitalization
areas)
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HUD Single Family Disposition Program

qProgram Description: (continued)

lLease with option to buy: Six month lease
with option to buy (at 10% discount, 30%
discount in revitalization areas) if leaser receives
Supported Housing Program funding. If not then
can sell to PHA or maintain under lease program.

qAmount Available: NA. Program does not
include funding for rehab, operating or services.
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Low Income Housing Tax Credit (LIHTC) (an IRS
program)

qEligible Applicants:  Affordable Housing
developers, typically limited partnerships or
limited liability corporations. Preference or set-
aside for nonprofit developer involvement.

qProgram Description: Provides 10 years of
Federal Income tax credits for the acquisition,
rehabilitation or new construction of housing
units affordable to households earning under
60% of median income. Typically private
investors, who become “partners” in the project,
purchase the credits and provide up front equity.
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LIHTC
q Amount Available: $1.25 per capita (per person) annually

in each state.
q Tax Credit Equity calculation:
l Eligible Basis X (times)
l 130% only in “difficult  to develop areas”

100% otherwise X (times)
l Tax Credit Percentage X (times)

* 9% new construction/rehabilitation
* 4% eligible property (not land) acquisition

l 10 years X (times)
l Syndication Price (Currently .60 to .67)
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LIHTC

qRequired 15 year compliance and
reporting period and minimum 30 years
affordability (affordability period varies
by state)
qEligible for Acquisition (4%) credit basis
lBuilding (not land) purchase price and related

costs (for 4% credit) for buildings not “placed
in service” in last 10 years



Slide79

LIHTC
q Eligible for rehabilitation/ construction credit basis
l Construction/Rehabilitation costs for residential and

common space (primary use by tenants)
l Architectural, consultant, survey & engineering,

environmental, appraisal, and market study costs
l Developer’s fee
l Pre-development/acquisition/construction loan interest

and fees
l Insurance
l Holding costs and general conditions
l Legal costs related to development
l Utility hook-up and infrastructure required for project
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LIHTC

qNOT permitted in basis
l land acquisition and related costs
l costs of establishing partnership
l reserves and escrow's
l syndication costs
l marketing and start-up
l permanent mortgage fees
l grants and historic tax credit
l non-residential and non-low income housing residential

space
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Community Development Financing Institution
(CDFI) <Treasury Department>

qEligible Applicants: Non governmental controlled
corporations whose primary mission is to
promote community development and whose
primary business is the provision of loans or
development investment

qProgram Description: Provides  grants, equity
(nonvoting shares), loans, deposits into credit
unions or technical assistance for eligible
financial entities to either increase investment in
distressed communities OR assist
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CDFI
qProgram Description (cont.): individuals

who have been unable to take full advantage
of the financial services industry. Program
requires minimum of one to one match (from
non Federal sources) of similar financing as
requested from CDFI. Application requires
documentation of eligibility and capacity (for
start-ups can be achieved through
staff/board), and 5 year business plan
projecting market, services, management and
financial health.
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CDFI
qAmount Available: $40 million in FY1998  (note

substantial increase proposed for FY1999) No
more than $2 million to any one entity (with
exceptions) and no more than $5 million over 3
years (with exceptions).
qUse of Funds: Equity, loans, and other

investments in business or commercial facilities
that promote community development or job
retention or growth for low income people; low
income housing; or other consumer lending
products to assist
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CDFI

qUse of Funds (continued): distressed
communities, low income individuals, or
others undeserved by the conventional
financial market.

qDue Date: Summer, 1998

qContact: John Carlisi,  CDFI, (202) 622-8662
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Bank Enterprise Award Program (BEA)

q Eligible Applicants: Insured Depository Institution as
defined by Section 3(c)2 of the Federal Deposit
Insurance Act

q Program Description: Provides financing to depository
institutions to support CDFI’s and their activities,
increase investment in distressed communities, or
increase services and assistance in distressed
communities.

q Amount Available: $20 million in FY1998. An
applicant will receive 15% of the increased amount
of investment in targeted areas over a six month
period
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BEA Program

qAmount Available: (cont.) 33% of increase
for CDFI’s applying for CDFI Support
Activities; 11% of increase for non-CDFI’s
applying for CDFI Support Activities; 15% of
increase for CDFI’s and 5% for non-CDFI’s for
anticipated increase in Development and
Service Activities in distressed communities;

qUse of Funds: Equity, loans, and other
investment in CDFI’s or distressed
communities.
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BEA Program

qDate Due: Spring, 1999

qContact:  John Carlisi, CDFI, (202) 622-8662
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Homeless Providers Grant and Per Diem Program
For Veterans <VA>

qEligible applicants: States, local
governments, nonprofit organizations
qProgram Description: Provides up-front

capital (up to 65%) for acquisition/
rehabilitation, and/or construction of
residential facilities for veterans (minimum
75% of units for veterans) or mobile service
centers and on going per-diem support for
services (per diem will only be given to
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Homeless Poviders Grant and Per Diem Program For
Veterans

qProgram Description (continued):
programs funded with capital dollars.

qAmount Available: approximately $5
million in FY1998
qDate Due: early summer, 1998

qContact Person: Roger Casey 202.273.8442
and 813.903.4804
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Homeless Veterans Reintegration Project

qEligible Applicants: State and Local agencies
and nonprofits

qProject Description: Assist homeless
veterans to access and maintain employment

qAmount Available: $2.5 million in FY 1998
(grants typically around $125,000)

qEligible Activities: Job training, Job
readiness and support services to support
employment
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Homeless Veterans Reintegration Project

qDue Date: Early 1999

qContact: Eileen Conners, 202.219.8421
qNOTE: This year grants focused on 75 largest

cities due to restricted amounts available. Next
year hope to expand program
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Rural Rental and Cooperative Housing Loans and
Rural Rental Assistance <Agriculture Department>

qEligible Applicants: For loans - for and
nonprofit developers, Partnerships, state or local
government, individuals; For rental assistance -
nonprofit agencies, state and local governmnet,
for profits agreeing to limited profit

qProgram Description: Loans: Provides 50
year reduced rate (1%) financing for affordable
rental or cooperative housing in rural
communities. About 9% awarded to nonprofits.
Rental Assistance:  5 year rental assistance to
low income households renewable
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Rural Rental and Cooperative Housing Loans
and Rural Rental Assistance

qAmount Available: Loans: $153 million in
FY1997. RA: $524 million in FY1997

qDate Due: Open ended (NOFA issued yearly in
winter)

qContact Person: Local Rural Housing Services
office
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Section 502 Direct Program
Home Ownership

qEligible Applicants: Low and very low income
home buyers (50% of median income and below)

qProgram Description: Provides 33 year
6.75% mortgages for low and very low income
home buyers, with monthly payments reduced to
the equivalent of down to 1%, based on income
varified annually. Home buyers get a certificate
upon certification of eligibility used to assist
purchase land or a home. For a $350 fee,
developer can receive forward commitment for
specific property.
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Department of Labor Welfare to Work
Competitive Grant

q Eligible Applicants: Private Industry Councils, States
and Localities, and Private Entities (including
nonprofit agencies). Private Entities must submit
documentation that project is consistent with
PIC/political subdivision’s Welfare to Work efforts

q Program Description: Assists state and local
communities to provide the transitional employment
assistance necessary to move hard to employ TANF
recipients into lasting unsubsidized jobs. A minimum
of 70% of clients must meet “Hard to Employ”
definition. Emphasis on work first, innovation,
community collaborations, and targeting subgroups.
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Department of Labor Welfare to Work
Competitive Grant

qAmount Available: $184 million ($368 for
entire FY1998; $348 for FY1999) grant sizes are
typically from $1 to $5 million

qUses of Funds: Job readiness, placement,
retention, or training services, subsidization of  jobs
or  wages, IDA’s, Intake, assessment and eligibility
determination, administrative costs (up to 15%), and
technology costs

qDue Date: July 14, 1998 (next round expected at
the end of the year)

qContact: Mamie D. Williams 202.219.8739
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Federal Home Loan Bank Affordable Housing Program
(AHP)

qEligible Applicants: Federal Home Loan
Bank member institutions, on behalf of
project sponsor. Nonprofit or government
sponsors receive extra points.

qProgram Description:Direct subsidy or to
write down the interest rate for a loan.
Subsidizes  projects that purchase, construct,
and/or rehabilitate for low and/or moderate
income home ownership or rental housing.
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AHP
q Amount Available: Minimum of $100 million total in

12 national regions
lmaximum per project varies by region
l typically $3,000 to $10,000/unit

q Use of Funds:  Acquisition, rehabilitation, and
construction costs. Put in as direct subsidy to write
down costs, downpayment or closing costs, or
interest rate write down. Cannot be used for capital
or operating reserves or services (however,
reasonable counseling costs may be eligible).
Limitations and/or reasonableness standard on
developer’s fees and other costs.
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AHP
qDue Dates: Twice per year, varies by

region.

qContact: see attached

qNote: Conducted on a regional basis, AHP is
authorized under Federal regulations but not a
federal program. Nonprofit agencies must
contact local member bank to apply.
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Some major private sources

qFannie Mae Foundation 212.752.6500
qKresge Foundation 810.643.9630
qHearst Foundation 212.586.5404
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Some major reduced rate lenders

qThe Enterprise Foundation
800-624-4298
qThe Low Income Housing Fund

415-777-9804

qLocal Initiative Support Corporation
212-455-9800
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Some major reduced rate lenders

qMcAuley Institute 301.588.8110
qInstitute for Community Economics
   413.746.8660



Shared Visions: Summit I, Sponsored by HUD 1

Pro-Forma’s
Making financing make sense

Home Ownership Financing
for

S h a r e d  V i s i o n sS h a r e d  V i s i o n s
T h e  N a t i ve  A m e r i c a n  H o m e o w n e r s h i p ,

L e g a l a n d  E c o n o m i c  D e v e l o pm e n t  S u m m i t
prepared by The Enterprise Foundation
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Pro-forma’s
qPro-forma’s are Budgets (Revenue/ Expenses

for Development/Sales)
qExplain how these budgets interrelate
lWhat home buyer can afford to pay defines what,

with subsidies, you have to spend to build the
house
l Explains how financing blends from

acquisition/pre-development to construction to
permanent
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Pro-Forma’s (continued)
qCan Help to calculate
lsubsidy required (for affordability to market

and for “market value”)
lRequired construction financing
lCosts typically calculated based on percent
üdeveloper’s fee
ücontingencies
üfinancing points and interest
ühome buyer downpayment/closing costs
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Development budget
lRevenue
üAmortizing Mortgages
ü“Soft” mortgages (do not require payment)
ügrants (funding from other sources that do not 

require repayment)
üEquity (owner’s investment in property)

lExpenses
üAcquisition
üFinance/closing costs
üOther soft costs
üInfrastructure
üConstruction

üContingency
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Sales Budget
qHome buyer income    X
q% of income to Principal, Interest, Taxes and

Insurance (PITI)
OR

q% of income to housing and total debt minus
nonhousing debt           =

q AMOUNT AVAILABLE FOR MORTGAGE PAYMENTS
+

qHome buyer down payment +
qGrants, soft mortgages =
q FUNDING AVAILABLE TO BUILD THE HOUSE
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Common Terms/HomeOwnership

q PITI            Principal, Interest, Taxes &  Insurance
q Ratio’s  Percent of income that goes to

- PITI (typically 28% to 33%)
- PITI plus other debt (typically 
  33% to 40% )

q Mortgage Tax exempt bonds sold to investors
   Revenue Bonds repaid by reduced rate mortgages
q Mortgage Credit    Certificates given to home buyers
              enabling them to reduce their income

tax liability by an additional percentage
of their annual interest payments
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Common Terms/HomeOwnership (continued)
Cash Reserve A common requirement that

buyers have sufficient cash
 after closing (1 - 2 months

mortgage payments)

Closing/Settlement      Costs incurred in

Costs transferring property

Earnest Money Deposit to seller to show  
perspective buyer is serious

PMI Private Mortgage Insurance
(typically required for 
 LTV>75-80%)
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Typical Home Ownership Pro-forma includes

qDevelopment Costs
qGrant, Home Owner’s Equity, Mortgage and

Soft Mortgage financing to cover
development costs
qHome owner affordability analysis
qMay Also Include:
l calculation of pre-development, acquisition and

construction financing



Underwriting: What A Bank is
Looking For

Home Ownership Financing
for

Shared Visions
The Native American Homeownership,

Legal and Economic Development
Summit

prepared by The Enterprise Foundation
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Risks for Conventional Lenders
qSmall loans cost as much to process as larger

loans, but have lower fees and less return
qBlending with government lenders and guarantors

lead to increased document review, increased
legal review, increased construction inspection,
increased negotiations between lenders

qLong term affordability requirements provide
extra market risks to project viability (if they fall
out of compliance), higher management costs,
restrictions to resale, restrictions on long-term
value, restrictions to potential market
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Risks for Conventional Lenders

qUnusual borrowers who do not typically have
great experience working with banks, have
limited resources for recourse, have limited
track records or histories, may need technical
assistance to respond in a timely fashion to
closing requirements, and can be overly
affected by change in political environment
qResale Risk: Restricted market (to tribal

members) restricts resale value
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Risks for Conventional Lenders
qLoans take longer adding to cost and, in the case

of home ownership, reducing their ability to meet
high volume requirements

qEstablishing value of property is more difficult.
Appraisers use two methods for home ownership
appraisal - cost method (total development cost);
the comparable method (using neighborhood
comparables); However, all measures are thrown
off by the presence of government money  -
sometimes intentionally above value. Typically
tribal lands also have fewer comparables.

qConventional products
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Underwriting: What Private Lenders Look For

qCharacter
qCollateral
qCredit
qTribal Market
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Character

qTrack Record of Development Team
q Seriousness of buyer to proceed
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Property/Collateral

qLoan To Value Ratio
qLien Priority/Good Title
qAbility to Use Property for

proposed purpose
qQuality of Design/Materials
qMarket Analysis
qAdditional Collateral

Requirements
qTribal Land Status
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Credit

qReasonableness of
Development Budget

qConditions of other
loans/grants/equity

qAbility to sell loan in the
secondary market

qCredit history of borrower
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Community Reinvestment Act

qC

qR

qA

qBorrowers in unconventional
markets (e.g... Tribal lands)
or low income areas should
examine Home Mortgage
Disclosure Act (HMDA) data,
ratings by oversight
agencies, and know
expansion plans of local
lenders.
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Track Record of Development Team

qDeveloper
lPrevious Projects
lTwo to Three

References
lFinancial

Statements
lResume of Key

staff and
principals

l(if nonprofit or
IHA) Board of
Directors
lUpcoming project
lRelations with

Tribe
lRelations with BIA
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Track Record of Development Team
Resumes of:

qAttorney
qArchitect
qEngineer
qDevelopment

Consultant
qEnvironmental

Consultant
qAccounting Firm
qSales Agents

qGeneral Contractor
qConstruction

Manager (may be
same as architect)

qHousing Counselor/
Home Buyer Trainer
qOther funders

(primarily your
experience with
those funders)
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Seriousness of Buyer to Proceed

qHome ownership pre-screening and
counseling
qHome ownership training
qHome buyer has required funds available
qHome buyer is prepared to settle down
qHome buyer understands advantages and

obligations of home ownership
qCreditworthiness of buyer

qBuyer participation in home buyer counseling
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Loan To Value Ratio

qCommercial and Savings Banks Maximum
Loan to Value (LTV) ratios:
lRaw Land Acquisition 65%
lLand Development 75%
l Improved property 85%
lPermanent Residential SF 75-80% w/o         

insurance

lPermanent Residential SF          97%+ w/insurance
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Loan to Value Ratio

qGovernment policies on LTV differ and
are affected by:
lGoals of program(e.g. often to “bring up” an area,

government will provide funding above 100% ltv, to
seed private investment)

lRepayment and risks desired
lDesire to leverage private funds
lTarget population
l Price of homes and ability of target market

to cover closing costs
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Loan to Value

qCurrent bank products typically permit
loan to value to 95% on first mortgage
(97% in some cases) with MI, up to 100%
on combined amortizing mortgages, and
above 100% with soft non-amortizing
debt.
qValue is established by licensed appraiser

selected by lending institution. (note:
appraisal not required for some HUD
guarantee programs)
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Lien Priority/Good Title
qTitle Insurance (for no less than the principal

amount of the mortgage) (note: some HUD loan
guarantee programs do not require title insurance)

qNo legal proceedings against property
qReview of property survey

qSecurity position (typically government money
takes position behind private financing, even if private
financing is lesser amount)

qProperty/Liability/Flood hazard insurance equal
at least to the value of the mortgage
qTimeline and process for BIA approval and TSR,

if required
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Ability to Use Property for Proposed Purpose

qTribal zoning or land use ordinances
qReview of Property Survey
qAccess to utilities
qIdentification and explanation of any

easement on property or easements required
on other properties
qEnvironmental concerns (asbestos, lead paint,

underground storage tanks, radon, etc..) Fonsi, NEPA

qRestrictions placed on property use based on
sources/types of public finance that may
survive foreclosure
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Quality of Design and Materials

qRehabilitation/construction standards meet
tribal building/zoning codes or a national
uniform standard adopted by the tribe
qProject design by licensed architect familiar with

housing type and market conditions
qMajor capital items in working repair. Current

rehab/construction sufficient to keep in working
condition. Current condition verified by
engineer/architect report
qDesign and materials meet local market

standards, preferences, and climatic conditions
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Quality of Design and Materials (continued)
qTermite Inspection report
qFor moderate or substantial rehabilitation both “as is”

and “post rehabilitation” appraisals required (note -
appraisals not required for some HUD mortgage guarantee
programs)

qQualified construction/rehabilitation inspection required
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Market Analysis
qMarkets with vacancy rates over 10% or

oversupply of (projected) units, high number of
foreclosures, or with large number of units
scheduled for construction beyond projected
absorption rates require exceptions to be
approved
qWhat are tribal members used to paying for

housing costs
qMarkets with high percentage rental (particularly

in single family housing stock) will require more
detailed marketing home ownership marketing
plan and, possibly, units to be pre-sold
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Market Analysis (continued)

qAccess to local commercial districts, schools,
day care, public transportation, parking,
recreational facilities, health care, and
employment opportunities are all considered
qProperties in markets heavily dependent on a

single industry or military base require analysis
of market affect of industry change
qEvidence of crime and drug activity requires

additional security in design/management plan/
Indian housing plan
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Additional Collateral Requirements

qAssignment of leases
qMortgage Insurance
qRecourse to Developer during

construction
qThird Party Guarantees
qSecurity Interest in personal property

(under Uniform Commercial Code)
qClear Title
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Tribal Land Status

qIndividual trust or restricted land, tribal trust
land, or fee simple land
qHas tribe adopted resolutions and signed

agreements providing rights of lenders to
inspect property, foreclose and evict
qAvailability of infrastructure - involvement

and responsiveness of BIA and IHS
qTribal laws affecting business transactions
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Reasonableness of Development Budget

qPublic lenders often put limits on development
costs and costs for individual items
qReasonableness of contractual costs (attorney,

architect, engineer, consultant, etc.) some
government agencies keep data base
qPublic lenders often put limits on developers

fees
lNote: Fees for home ownership (5-10%) are

typically lower than fees for rental (8-15%)
lNote: Developers fees should be based on

business plan goals for increasing capacity
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Reasonableness of Development Budget

qAcquisition (land lease) costs are often restricted
and may require an appraisal to be covered

qCosts of construction financing (note: if costs are
high, government/foundations/intermediaries work to
create lower cost construction financing)
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Reasonableness of Development Budget

qReasonableness, reliability, and justification
for hard costs
qReasonableness of contingencies (note: some

local governments have minimum and maximum
contingencies for rehab and new construction)

qReasonableness of construction schedule and
related costs
qReasonableness of soft costs (many government

programs put cap on architect, attorney, and other
costs)



Slide 27

Home Buyer Debt Ratio’s

qFor home ownership - ratios of 28% to 33%
for PITI and 35% to 40% for total housing
costs and debt are typically allowed.
However, one should go by local market,
rather than maximum allowed
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Conditions of other loans/grants/equity funds

q Term of conditions
q Required lien position
q Ability to have additional debt
qHome buyer income restrictions
q Ability of owner/developer to meet requirements
q As affects:
l potential uses
l reporting and monitoring requirements
l required combined loan to value ratios
l required Home buyer Debt Ratio’s
l resale restrictions
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Conditions of other Loans/Grants/Equity Funds

qFair Housing Requirements, as
evidenced in marketing plan
qAffect of noncompliance on any

conditions of bank loan
qHow requirements interact/conflict with

bank requirements
qAbility to cooperate on inspections and

monitoring
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Credit History of Borrower
qTypically credit score of over 550 required
qWhile underwriting varies by product, typically no

more than 2 over 30 days delinquencies in the
last year or 1 over 60 days delinquency
permitted

qWill accept nontraditional methods for
establishing credit (rent, phone/utility bills, etc.)

qPre- and Post-purchase counseling & training is a
requirement for most low income loan programs

qTypically programs to assist those not yet credit
worthy to clean credit is desirable











TITLE VI LOAN GUARANTEE PROGRAM

Presented By

IHA MANAGEMENT SYSTEMS, INC.
PHOENIX, AZ



GUIDING PRINCIPLES

qNAHASDA STATUTE - TITLE VI

qREGULATIONS - 24 CFR 1000
SUBPART E

qNOTICE and NOFA



NAHASDA - TITLE VI
q Sec. 601 - Authority and Requirements

q Sec. 602 - Security and Repayment

q Sec 603 - Payment of Interest

q Sec. 604 - Training and Information ( e.g.,

IHAMS)

q Sec. 605 - Limitation on Amount of

Guarantees

q Sec. 606 - Effective Date



REGULATIONS 24 CFR SUBPART E

q Defines Eligible Issuers/
Borrowers/Lenders

q Tribal Approval and
Certification of Need for
Guarantee

q HUD Conditions
q Limit on Obligations
q Issuer Financial Capacity
q Repayment contract

acceptable to HUD
q Other eligible costs

q Application procedure
q Application requirements
q HUD review of application
q Reasons for HUD

disapproval/reduction of
amount requested

q Timeframe for approval
q Amending Guarantee
q Allocation of Guarantees
q HUD monitoring



NOTICE OF TITLE VI LOAN GUARANTEE
DEMONSTRATION PROGRAM

q To develop models of
affordable housing,
while increasing access
to private capital,
economic growth, and
encourage new
participation of financial
institutions.

q Applications may be
submitted to HUD any
time - on a  first-come,
first served basis.

q Defines:
-  Eligible Activities (3)
-  Eligible Borrowers

q Application Submission
Requirements:
-  Anytime
-  Contain information
in 24 CFR 1000.424
-  Contain Subpart A
Certifications
-  Environmental Review
where applicable.



CAPACITY-BUILDING GRANT

CAP-Grant Funds Awarded to IHAMS
are to:

q Strengthen Economic Feasibility of Title VI
Guaranteed  Projects

q Directly Enhance the Security of Guaranteed  Loans
q Finance Affordable Housing  and Related Activities
q Demonstrate Economic Benefits ( e.g., increased

housing availability, job creation, etc.)
q Attainment of Indian Housing Plan Goals and

Objectives



CAPACITY BUILDING GRANT

qNOFA Dated July 23, 1998
q4 Million Noted In The NOFA - Reduced

to 3 Million Prior To TAP Award
qIHAMS Was Selected AS The Technical

Assistance Provider
qTribes/TDHE’s Can Access The Available

Assistance In One Of Two Ways:



ACCESS TO TAP FUNDING

qIHAMS
q IHAMS  Conducts Assessment
q Develops TAP and Budget
q NONAP Approves TAP and

Budget
q Provides Assistance and

Training In Accordance With
The Technical Assistance Plan

qSUB-RECIPIENT
q IHAMS Conducts Assessment
q Develops TAP and Budget
q NONAP Approves TAP and

Budget
q Tribe/ TDHE Signs Sub-recipient

Agreement with IHAMS
q IHAMS Assists in RFP

Development for Outside
Consultant

q IHAMS Assists In Response
Evaluation

q Outside Consultant Selected
q Consultant Provides Assistance

In Accordance With The
Technical Assistance Plan



TAP FUNDING ACCESS CONTINUED

q IHAMS Monitors Consultant’s
Progress

q Tribe/TDHE Requests Pass
Through Funds Through IHAMS
for Payment of Consultant(s)

q IHAMS Draws Down Funds
through LOCCS

q IHAMS Monitors Expenditure of
Pass Through Funds

q Tribe/TDHE Reports to IHAMS
In Accordance With
Subrecipient Agreement



TECHNICAL ASSISTANCE PLAN

q Management Strategy
qWork Plans
q Establishment of Priorities
q Location of Activities
q Anticipated Improved Performance
q Methods for Measuring Programmatic Success
q Tasks and Sub-tasks For Each  Program
q Implementation Schedule
q Budgetary Needs to Accomplish Tasks
q Staffing Plan
q Administrative Budget



IHAMS STANDARD TRAINING

qPROJECT DEVELOPMENT PLANNING
qCONSTRUCTION  DOCUMENT DEVELOPMENT
qCONSTRUCTION INSPECTION PROCEDURES
qHANDICAPPED ACCESSIBILITY -

VISITABILITY
qENVIRONMENTAL ASSESSMENT
qNAHASDA TRAINING



OUTSIDE FUNDING SOURCES
qLow Income Housing  Tax Credits
lUsually State Administered
lRequires Locating Interested Investor

qTax Exempt or Taxable Bonds
lSold by the Tribe or TDHE
lFixed or Variable Rate
lStructured to cover some financing costs

qPooled Financing
lVariable Methodologies



MORE OUTSIDE FUNDING

qRural Development
lRural  Housing  Service
üAdministered by the US Dept of

Agriculture
üSection 502 - Homeownership Loans
üSection 504 - Home

Improvement/Repair
– Loans and Grants



STILL MORE OUTSIDE FUNDING

q State Housing Funds
lPrimarily CDBG Grants
üState Administered

–Loans For Development Of:
–Homeownership Units
–Rental Units (Permanent and

Transitional)
–Emergency Shelters & Temporary

Housing Units



MORE ABOUT STATE HOUSING FUNDS

lPre Development Expenses

qGrants For:
lDevelopment Project Planning
lCommunity Housing Plans
lTenant Based Rental Assistance Programs
lOwner-Occupied Housing Rehab Programs
lOperating Subsidies for Emergency and

Transitional Housing Programs
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DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT

[Docket No. FR–4384–N–01]

Notice of Title VI Loan Guarantee
Demonstration Program

AGENCY: Office of the Assistant
Secretary for Public and Indian
Housing, HUD.
ACTION: Notice.

SUMMARY: The FY 1998 HUD
Appropriations Act provided a $5
million appropriation for the funding of
a demonstration program which could
guarantee up to $45 million in Title VI
loan guarantees. This notice announces
HUD’s loan guarantee demonstration
program under Title VI of the Native
American Housing Assistance and Self-
Determination Act of 1996 (NAHASDA).
Through the demonstration program,
HUD is seeking to develop models
which will provide innovative ways to
enhance development of affordable,
accessible, and visitable housing in
Indian areas, while increasing access to
private capital, economic growth, and
the investment and participation of
traditional financial institutions not
customarily serving Indian reservations
and other Native American areas. Indian
tribes and Tribally Designated Housing
Entities (TDHEs) are encouraged to form
partnerships (financial, service/
supportive and economic development
oriented) with investors or financial
institutions and submit model Title VI
demonstration projects to be evaluated
in accordance with criteria listed in this
notice. Applications for Title VI loans
may be submitted to HUD at any time
during the demonstration program, and
will be processed on a first-come, first-
served basis.
EFFECTIVE DATE: This notice is effective
July 23, 1998.
FOR FURTHER INFORMATION CONTACT:
Karen Garner-Wing, Director, Office of
Loan Guarantee, Department of Housing
and Urban Development, 1999
Broadway—Suite 3390, Box 90, Denver,
CO 80202–3390; telephone (303) 675–
1600 (this is not a toll free number).
Persons with speech or hearing
impediments may access this number
via TTY by calling the toll-free Federal
Information Relay Service at 1–800–
877–8339.
SUPPLEMENTARY INFORMATION:

I. Authority; Background; Definitions;
and Eligibility

(A) Authority
Title VI of the Native American

Housing Assistance and Self-
Determination Act of 1996 (NAHASDA)

(25 U.S.C. 4101 et seq.); Title II of the
Departments of Veterans Affairs and
Housing and Urban Development, and
Independent Agencies Appropriations
Act, 1998 (Pub. L. 105–65; 111 Stat.
1344, 1355, approved October 27, 1997).

(B) Background

Title VI of NAHASDA (entitled
‘‘Federal Guarantees for Financing for
Tribal Housing Activities’’) establishes a
Native American loan guarantee
program. Title VI authorizes the
Department to guarantee financial
obligations issued by Indian tribes or
their Tribally Designated Housing
Entities (TDHEs) to finance affordable
housing activities as defined in Title II
of NAHASDA and outlined in their
Indian Housing Plan (IHP). To assure
the repayment of notes or other
obligations, NAHASDA requires Title VI
applicants to pledge their Indian
Housing Block Grant (IHBG) funds and
other security as required by the
Department.

(C) Applicability of 24 CFR Part 1000,
Subpart E

HUD’s regulations implementing Title
VI of NAHASDA are located at 24 CFR
part 1000, subpart E. Unless specifically
referenced in this notice, these
regulations do not apply to the Title VI
Demonstration Program.

(D) Definitions

(1) Definitions in 24 CFR part 1000,
subpart E. Unless otherwise defined in
this notice, the definitions set forth in
24 CFR part 1000 apply to the Title VI
Demonstration Program.

(2) Definition of ‘‘Visitability’’. The
following definition also applies to the
Title VI Demonstration Program:

Visitability means at least one
entrance at grade (no steps), approached
by an accessible route such as a
sidewalk; the entrance door and all
interior passage doors provide a
minimum 36-inch clear opening.
Allowing use of 36-inch doors is
consistent with the Fair Housing Act (at
least for the interior doors), and may be
more acceptable than requiring the 3
foot doors that are required in fully
accessible areas under the Uniform
Federal Accessibility Standards for a
small percentage of units.

(E) Eligible Activities for the Title VI
Demonstration Program

Loans and bond issuances are
authorized and guaranteed by HUD for
the purposes of financing affordable
housing activities as planned in the
Tribes/TDHEs IHP. For the FY 1998
demonstration program, Title VI
activities shall be limited in scope as

described in this notice. The activities
authorized in this notice are those
which include:

(1) Indian housing assistance. The
provision of modernization or
rehabilitation for housing previously
developed or operated pursuant to a
contract between the Secretary of HUD
and an Indian Housing Authority.

(2) Development. The acquisition,
new construction, reconstruction, or
moderate or substantial rehabilitation of
affordable housing, which may include
real property acquisition, site
improvement, development of utilities
and utility services, conversion,
demolition, financing, administration
and planning, and other related
activities.

(3) Model Activities. Housing
activities under model programs that are
designed to carry out the purposes of
the NAHASDA and are specifically
approved by the Secretary and/or
approved in connection with the IHP
process.

In undertaking any of the above
activities, program participants should
design construction, rehabilitation or
modifications to buildings and facilities
to be accessible and visitable for persons
with disabilities and others who may
also benefit, such as mothers with
strollers or persons delivering
appliances. In providing technical
assistance, educational opportunities,
and loans, training and informational
materials related to program activities
should be made available in appropriate
video, audio, or braille formats, if
approved by HUD. If job opportunities
are provided through this program,
reasonable efforts should be made to
employ Native Americans with
disabilities in a variety of jobs.
Employers should make reasonable
accommodations for employees with
disabilities.

(F) Eligible Borrowers to Participate in
the Demonstration Program

To be eligible to participate in the
demonstration program, a borrower
must:

(1) Be a Federally recognized Indian
tribe or TDHE that is an approved
recipient for IHBG funds;

(2) Have experience with complex
financial transactions;

(3) Certify that the borrower was
unable to obtain financing without the
use of this guarantee and cannot
complete such financing consistent with
the timely execution of the program
plans without such guarantee;

(4) Have tribal approval that
authorizes the borrower to issue or
undertake financial obligations;
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(5) Have the capacity to repay the
obligation (i.e. to meet the debt service
requirement); and

(6) Pledge IHBG grants as security.
Although a borrower is required by the
NAHASDA to pledge current and future
IHBG funds as collateral for the Title VI
guarantee, the borrower will be required
to furnish additional security to satisfy
HUD requirements. Examples of
additional security include:

(a) Funding Reserves. IHBG or other
grant funds may be used to provide
capital reserves to provide resource
funds to enhance the economic
feasibility of a project’s early years. This
capital advance can be made as a loan,
with the intent to repay funds when the
project begins to earn sufficient income.

(b) Over-Collateralization. The use of
grant funds may be structured so that
project-generated cash flow will be
sufficient to cover debt service and
directly enhance the guaranteed loan.
One technique for accomplishing this
approach is over-collateralization.

An example of this is where grant
funds are combined and the borrower
makes affordable housing loans to tribal
members at an interest rate equal to or
greater than the rate on the Title VI loan.
The total loan portfolio would be
pledged to the repayment of the Title VI
loan.

(c) Letter of Credit. IHBG and Title VI
Loan Guarantee Capacity-Building
Grants (see the separate Notice of
Funding Availability published
elsewhere in today’s Federal Register)
may be used to cover the cost of a letter
of credit, issued in favor of HUD. This
letter of credit is then available to fund
any amounts due on the Title VI loan
provided a default should occur and
debt obligations remain outstanding
after 30 days.

(d) Interest Rate Subsidy. Title VI
funds may be used to provide an
interest rate subsidy to make financing
affordable for low-income families or
the borrower. NAHASDA funds could
be used to ‘‘buy down’’ the interest rate
or make full or partial interest
payments, allowing the reduction and
enhancement of the long term

affordability of homeownership for
eligible families and for borrowers to
carry out approved affordable housing
activities.

II. Submission Requirements
Applications may be submitted to

HUD at any time and must contain, at
a minimum, the information required
under 24 CFR § 1000.424. Applicants
are reminded that § 1000.424(d)(6)
requires the borrower to submit a
certification of compliance with all of
the requirements described in 24 CFR
part 1000, subpart A, including the
environmental review requirements set
forth in §§ 1000.18, 1000.20, 1000.22,
and 1000.24. No funds may be
committed to a project (other than for
certain nonphysical activities) before
the completion of the environmental
review and, where the Indian tribe
assumes responsibility for the
environmental review, before approval
of the request for release of funds and
related certification required by sections
105(b) and 105(c) of NAHASDA.

III. Clarifications
HUD will contact an applicant to

clarify an item in the application.
Applicants must submit clarifications in
accordance with the request made by
HUD or the Department will reject the
application as incomplete.

IV. Notification of Title VI Approval or
Disapproval

Upon completion of its review, HUD
will notify the Title VI applicant of
HUD’s decision to approve or
disapprove the proposed demonstration
project, with an explanation of the
reasons for the disapproval. Those
applications that HUD approves will
include a Firm Commitment notice from
HUD to the applicant. Applicants will
have 30 days in which to submit an
appeal in the event of a disapproval.
The appeal must include a narrative
statement, with supporting
documentation, that addresses the
issues in HUD’s disapproval and serves
to mitigate HUD’s reasons for
disapproval.

V. Findings and Certifications

(A) Paperwork Reduction Act Statement

The information collection
requirements contained in this notice
have been submitted to the Office of
Management and Budget in accordance
with the Paperwork Reduction Act of
1995 (44 U.S.C. 3501–3520). The OMB
approval number, once assigned, will be
published in the Federal Register. An
agency may not conduct or sponsor, and
a person is not required to respond to,
a collection of information unless the
collection displays a valid control
number.

(B) Environmental Impact

A Finding of No Significant Impact
with respect to the environment has
been made in accordance with HUD
regulations at 24 CFR part 50,
implementing section 102(2)(C) of the
National Environmental Policy Act of
1969 (42 U.S.C. 4332). The Finding of
No Significant Impact is available for
public inspection during business hours
in the Office of the Rules Docket Clerk,
Room 10276, Department of Housing
and Urban Development, 451 Seventh
Street, SW, Washington, DC 20410–
0500.

(C) Federalism, Executive Order 12612

The General Counsel, as the
Designated Official under section 6(a) of
Executive Order 12612, Federalism, has
determined that the policies contained
in this notice will not have substantial
direct effects on States or their political
subdivisions, or the relationship
between the Federal Government and
the States, or on the distribution of
power and responsibilities among the
various levels of government. As a
result, the notice is not subject to review
under the Order.

Dated: July 20, 1998.
Deborah Vincent,
General Deputy, Assistant Secretary for Public
and Indian Housing.
[FR Doc. 98–19675 Filed 7–20–98; 2:24 pm]
BILLING CODE 4210–33–P
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DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT

[Docket No. FR–4384–N–02]

Notice of Funding Availability for Title
VI Loan Guarantee Capacity-Building
Grants

AGENCY: Office of the Assistant
Secretary for Public and Indian
Housing, HUD.
ACTION: Notice of funding availability
(NOFA).

SUMMARY: This NOFA announces the
availability of $4 million for assistance
to organizations providing capacity
building technical assistance to Indian
tribes or Tribally Designated Housing
Entities (TDHEs) that have been granted
a loan guarantee under the Title VI
Demonstration Program. Under the
demonstration program (which HUD is
announcing through a separate notice
published elsewhere in today’s Federal
Register), HUD will guarantee the
financial obligations issued by Indian
tribes and TDHEs to finance affordable
housing activities authorized by the
Native American Housing Assistance
and Self-Determination Act of 1996
(NAHASDA). This document sets forth
the application instructions for the
grants made available under the NOFA.
APPLICATION DUE DATES: Completed
applications (an original and one copy)
must be submitted no later than 4:00
pm, Mountain time, on August 24, 1998
to the address shown below.

The above-stated application deadline
is firm as to date and hour. In the
interest of fairness to all applicants,
HUD will treat as ineligible for
consideration any application that is not
received by the application deadline.
Applicants should submit their
materials as early as possible to avoid
any risk of loss of eligibility because of
unanticipated delays or other delivery-
related problems. HUD will not accept,
at any time during the NOFA
competition, application materials sent
by facsimile (FAX) transmission.
ADDRESSES AND APPLICATION SUBMISSION
PROCEDURES: Addresses: Completed
applications (one original and one copy)
must be submitted to: National office of
Native American Programs—Office of
Loan Guarantee, Department of Housing
and Urban Development, 1999
Broadway—Suite 3390, Box 90, Denver,
CO 80202–3390; ATTN: Title VI
Demonstration.

Application Procedures: Mailed
Applications. Applications will be
considered timely filed if post marked
on or before 4:00 p.m. on the
application due date and received at the

address above on or within five (5) days
of the application due date.

Applications Sent by Overnight/
Express Mail Delivery. Applications sent
by overnight delivery or express mail
will be considered timely filed if
received before or on the application
due date, or upon submission of
documentary evidence that they were
placed in transit with the overnight
delivery service by no later than the
specified application due date.

Hand Carried Applications. Hand
carried applications delivered before
and on the application due date must be
brought to the specified location and
room number between the hours of 8:30
am to 4:00 pm, Mountain time.
FOR FURTHER INFORMATION AND TECHNICAL
ASSISTANCE CONTACT: Karen Garner-
Wing, Director, Office of Loan
Guarantee, Department of Housing and
Urban Development, 1999 Broadway—
Suite 3390, Box 90, Denver, CO 80202–
3390; telephone (303) 675–1600 (this is
not a toll free number). Persons with
speech or hearing impediments may
access this number via TTY by calling
the toll-free Federal Information Relay
Service at 1–800–877–8339.
SUPPLEMENTARY INFORMATION:

I. Authority; Background; Purpose;
Definitions; Amounts Allocated; and
Eligibility

(A) Authority

Title II of the Departments of Veterans
Affairs and Housing and Urban
Development, and Independent
Agencies Appropriations Act, 1998
(Pub. L. 105–65, 111 Stat. 1344, 1357;
approved October 27, 1997) (FY 1998
HUD Appropriations Act).

(B) Background

Title VI of the Native American
Housing Assistance and Self-
Determination Act of 1996 (NAHASDA)
(entitled ‘‘Federal Guarantees for
Financing for Tribal Housing
Activities’’) authorizes HUD to
guarantee financial obligations issued
by Indian tribes or their Tribally
Designated Housing Entities (TDHEs) to
finance affordable housing activities. To
assure the repayment of notes or other
obligations, NAHASDA requires Title VI
applicants to pledge their Indian
Housing Block Grant (IHBG) funds and
other security as required by HUD. The
FY 1998 HUD Appropriations Act
provided $5 million for the funding of
a demonstration program which could
guarantee up to $45 million in Title VI
loan guarantees. HUD’s Title VI Loan
Guarantee Demonstration program is
being announced through a separate

notice published elsewhere in today’s
Federal Register.

(C) Purpose

(1) The FY 1998 HUD Appropriations
Act provided $25 million to test
comprehensive approaches for
developing jobs through economic
development, developing affordable
low- and moderate-income rental and
homeownership housing, and increasing
the investment of both private and
nonprofit capital in rural and tribal
areas of the United States. Of the $25
million, $4 million is being made
available under this NOFA.

(2) The funds available under this
NOFA will be competitively awarded to
one or more technical assistance
providers that will use the grant funds
to provide capacity-building technical
assistance to Indian tribes or TDHEs
with an obligation approved under the
Title VI Demonstration Program. The
purposes of grants awarded under this
NOFA are to: (a) strengthen the
economic feasibility of projects
guaranteed under Title VI of
NAHASDA; (b) directly enhance the
security of guaranteed loans; (c) finance
affordable housing activities and related
projects that will provide near-term
results; (d) demonstrate economic
benefits such as homeownership
opportunities, increased housing
availability, housing accessibility and
visitability, and job creation related to
the approved project; and (e) attainment
of Indian Housing Plan goals and
objectives.

(3) As a technical assistance provider,
the organization will:

(a) Act as a pass-through agent to
distribute the grant funds to Indian
tribes and/or TDHEs that have hired a
technical service provider to oversee the
successful completion of their Title VI
project; and/or;

(b) Act as a technical service provider
to Indian tribes and/or TDHEs that
request the organization’s services in
overseeing the successful
implementation of their Title VI project,
and/or;

(c) Act as a pass-through agent to
distribute the grant funds to Indian
tribes and/or TDHEs for eligible costs
directly related to the approved Title VI
project (but which are not specifically
covered in NAHASDA) or other related
activities as deemed appropriate by
HUD. Examples of eligible costs
include, but are not limited to: types of
creative financing such as payment of
private financial guaranty insurance
policies, letters of credit or other forms
of credit enhancement for obligations to
be guaranteed, the payment of interest
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due and costs such as underwriting and
note servicing.

(D) Definitions

Capacity-building is the transferring
of skills and knowledge in planning,
developing and administering activities
funded under this NOFA. For purposes
of this NOFA, capacity-building may
include provision of loans and grants as
well as training and technical assistance
activities.

Visitability means at least one
entrance at grade (no steps), approached
by an accessible route such as a
sidewalk; the entrance door and all
interior passage doors provide a
minimum 2 feet, 10 inches clear
opening. Allowing use of 2′10′′ doors is
consistent with the Fair Housing Act (at
least for the interior doors), and may be
more acceptable than requiring the 3
foot doors that are required in fully
accessible areas under the Uniform
Federal Accessibility Standards for a
small percentage of units.

(E) Amounts Allocated

This NOFA makes available a total of
$4 million in FY 1998 funding on a
competitive basis.

(F) Eligible Applicants

(1) Eligible applicants are private
organizations (for profit and nonprofit)
with experience in providing technical
assistance and capacity-building skills
in planning and developing affordable
housing. Applicants must also have
experience in assisting Indian tribes,
TDHEs, and/or other entities having
similar physical, social, or economic
conditions to those that exist in Indian
country.

(2) A technical assistance provider
awarded a grant under this NOFA must
demonstrate experience in providing
technical assistance in housing
development to Indian tribes, TDHEs, or
other entities facing similar economic
and social conditions to those that exist
in Indian country.

(G) Eligible Activities

(1) Funding under this NOFA will be
used to enhance and strengthen an
approved Title VI demonstration
project. All applicants must meet and
comply with the requirements of this
NOFA and the Title VI Demonstration
Program (see notice published
elsewhere in today’s Federal Register).
HUD desires to see the funds used to
finance affordable housing activities and
projects that will provide near-term
results and demonstrate economic
benefits (such as homeownership
opportunities, increased availability of
affordable/accessible housing, job

creation and attainment of Indian
Housing Plan goals and objectives).
Eligible activities include:

(a) Providing technical assistance
which will enhance the completion of
the Title VI demonstration project,
including:

(i) Planning, training and pre-
development assistance to tribes/TDHEs
to expand their scope of expertise, to
implement larger-scale and model Title
VI projects;

(ii) Self-help assistance, including
skill in fiscal management related to the
Title VI demonstration project;

(iii) Dissemination of capacity-
building information and citizen
participation activities (including
information on Title VI loans); and

(iv) Coordination of existing resources
to maximize housing or economic
opportunities funded under the
provisions of this NOFA and/or the
Title VI Demonstration Program.

(b) Providing loss mitigation
techniques.

(c) Providing related activities (public
improvements, economic development,
public services, and administrative
costs) that directly support the housing
activities listed in the Title VI
Demonstration Program. The provision
of these activities may not constitute
more than twenty-five percent (25%) of
the recipient’s budget in the aggregate,
and must clearly support and serve the
Native American community served by
the housing activities. Such activities
include, but are not limited to:

(i) Construction of publicly- or
privately-owned utilities needed to
serve the housing site(s) for which the
Title VI demonstration project was
funded;

(ii) Provision of supportive housing
services that are directly supportive of
the housing activities proposed in the
Title VI demonstration project,
including but not limited to, legal
assistance, housing counseling, classes
on purchasing a home, home
maintenance and repair training, tenant
services;

(iii) Tribal/TDHE costs of
administering the funding and carrying
out of activities related to the Title VI
demonstration project (which are not
specifically permitted by NAHASDA),
but at a rate not to exceed 10% of the
Title VI funds provided ; and

(iv) Provision of financial or technical
assistance related to the Title VI loan to
start or expand businesses, for the
purposes of creating jobs or providing
goods or services for tribal residents
living in the Indian area.

(2) In undertaking activities under
this NOFA, applicants should design
construction, rehabilitation or

modifications to buildings and facilities
to be accessible and visitable for persons
with disabilities and others who may
also benefit, such as mothers with
strollers or persons delivering
appliances. In providing technical
assistance, educational opportunities,
and loans, training and informational
materials related to program activities
should be made available in appropriate
video, audio, or braille formats, if
approved by HUD. If job opportunities
are provided through this program,
reasonable efforts should be made to
employ Native Americans with
disabilities in a variety of jobs.
Employers should make reasonable
accommodations for employees with
disabilities.

II. Program Requirements
(A) Compliance with Civil Rights

Laws. Indian tribes and TDHEs must
comply with the nondiscrimination
requirements of 24 CFR 1000.12. All
other applicants must comply with the
nondiscrimination requirements set
forth in 24 CFR 5.105(a).

(B) Economic Opportunities for Low
and Very Low-Income Persons (Section
3). Recipients of HUD assistance must
comply with section 3 of the Housing
and Urban Development Act of 1968, 12
U.S.C. 1701u (Economic Opportunities
for Low and Very Low-Income Persons),
and the HUD regulations at 24 CFR part
135, including the reporting
requirements in subpart E. Section 3
provides that recipients shall ensure
that training, employment and other
economic opportunities, to the greatest
extent feasible, be directed to: (1) low
and very low income persons,
particularly those who are recipients of
government assistance for housing; and
(2) business concerns which provide
economic opportunities to low and very
low income persons.

(C) Relocation. Any person (including
individuals, partnerships, corporations
or associations) who moves from real
property or moves personal property
from real property as a direct result of
a written notice to acquire or the
acquisition of the real property, in
whole or in part, for a HUD-assisted
activity is covered by acquisition
policies and procedures and the
relocation requirements of the Uniform
Relocation Assistance and Real Property
Acquisition Policies Act of 1970, as
amended (URA), and the implementing
governmentwide regulation at 49 CFR
part 24. Any person who moves
permanently from real property or
moves personal property from real
property as a direct result of
rehabilitation or demolition for an
activity undertaken with HUD
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assistance is covered by the relocation
requirements of the URA and the
governmentwide regulation. (Note that
coverage under the URA does not
include displacement funded by any
Federal loan guarantees.)

(D) OMB Circulars. The policies,
guidances, and requirements of OMB
Circular No. A–122 (Cost Principles for
Nonprofit Organizations) and 24 CFR
part 84 (Grants and Agreements with
Institutions of Higher Education,
Hospitals, and other Non-Profit
Organizations) apply to the award,
acceptance and use of assistance under
this NOFA, and to the remedies for
noncompliance, except when
inconsistent with the provisions of the
FY 1998 HUD Appropriations Act, other
Federal statutes or the provisions of this
NOFA. Copies of the OMB Circular may
be obtained from EOP Publications,
Room 2200, New Executive Office
Building, Washington, DC 10503,
telephone (202) 395–7332 (this is not a
toll free number).

(E) Program Award Period. Grant
Agreements shall be for a period of up
to 24 months. HUD, however, reserves
the right to:

(1) Terminate grant awards in
accordance with the provisions of 24
CFR part 84 anytime after 12 months.

(2) Extend the performance period of
individual awardees up to a total of 12
additional months.

(F) Delivery of Services System.
Technical assistance providers shall be
required to:

(1) Provide technical assistance to
Indian tribes and/or TDHEs.

(2) Obtain approval from the National
Office of Native American Programs
(NONAP) of its administrative and
operating plans.

(3) Where necessary, cooperate and
coordinate with other technical
assistance providers to ensure clients
are provided with the full range of
technical services.

(G) Technical Assistance Plan (TAP).
After selection, but prior to funding the
award, technical assistance providers
shall develop a Technical Assistance
Plan (TAP) to be submitted to the
NONAP for review and approval. A TAP
shall be developed for each Indian tribe/
TDHE receiving technical assistance
(TA), and shall be prepared in
consultation with the Indian tribe/TDHE
and HUD. HUD will complete an
environmental review where required in
accordance with 24 CFR part 50 prior to
approving the TAP. The TAP shall
describe the following elements:
(1) Management strategy;
(2) Work plans;
(3) Establishment of priorities;

(4) Location of activities;
(5) Anticipated improved performance;
(6) Methods for measuring

programmatic success;
(7) Tasks and sub-tasks for each

program;
(8) Implementation schedule;
(9) Budgetary needs to accomplish tasks;
(10) Staffing plan; and
(11) Administrative budget.

(H) Negotiations. Technical service
providers shall participate in
negotiations with grant applicants and
Title VI demonstration program
participants.

(I) Financial Management and Audit
Information. A grant recipient under
this NOFA must provide a certification
by an independent public accountant
stating that the financial management
system employed by the applicant meets
the standards for fund control and
accountability required by 24 CFR part
84, as applicable. The certification must
provide the name, telephone number,
and address of the independent public
accountant.

(J) Training Sessions. Recipients may
provide training sessions for Indian
tribes/TDHEs where appropriate.

(K) Pass-Through Grants. Recipients
must establish written criteria regarding
pass-through procedures. HUD must
approve this written criteria.

(L) Environmental Review. HUD’s
notification of award to a selected
applicant will constitute a preliminary
approval by HUD subject to approval of
the Technical Assistance Plan and a
HUD environmental review, where
required. Selection for participation
(preliminary approval) does not
constitute approval of proposed sites for
activities. Each preliminarily-selected
applicant must assist HUD in complying
with environmental review procedures,
conducted by HUD where required in
accordance with 24 CFR part 50. An
applicant may not acquire, rehabilitate,
convert, lease, repair or construct
property, or commit HUD or local funds
to these activities, until written
approval is received from HUD. The
results of the environmental review may
require that proposed activities be
modified or proposed sites rejected.

(M) Flood Insurance. In accordance
with the Flood Disaster Protection Act
of 1973 (42 U.S.C. 4001–4128), HUD
will not approve applications for grants
providing financial assistance for
acquisition or construction (including
rehabilitation) of properties located in
an area identified by the Federal
Emergency Management Agency
(FEMA) as having special flood hazards,
unless:

(1) The community in which the area
is situated is participating in the

National Flood Insurance Program (see
44 CFR parts 59 through 79), or less
than one year has passed since FEMA
notification regarding such hazards; and

(2) Where the community is
participating in the National Flood
Insurance Program, flood insurance is
obtained as a condition of approval of
the application.

(N) Coastal Barrier Resources Act. In
accordance with the Coastal Barrier
Resources Act (16 U.S.C. 3501), HUD
will not approve grant applications for
properties in the Coastal Barrier
Resources System.

III. Application Selection Process
(A) Rating and Ranking. (1) General.

All applicants for funding under this
NOFA will be evaluated against the
criteria described below. The rating of
the applicant or the applicant’s
organization and staff for technical
merit or threshold compliance, unless
otherwise specified, will include any
sub-contractors, consultants and sub-
recipients. If no applicants address the
selection criteria described below, HUD
will issue a revised NOFA requesting
new applications for Title VI
Demonstration Program capacity
building grants.

(2) Threshold. If an applicant (a) has
been charged with a violation of the Fair
Housing Act by the Secretary; (b) is the
defendant in a Fair Housing Act lawsuit
filed by the Department of Justice; (c)
has received a letter of noncompliance
findings under Title VI of the Civil
Rights Act or Section 504 of the
Rehabilitation Act; or (d) has been
debarred, the applicant is not eligible to
apply for funding under this NOFA
until the applicant resolves such charge,
lawsuit, letter of findings, or debarment
to the satisfaction of the Department.

(3) After a determination of
completion, the applications will be
reviewed, rated and ranked, and
notification of award of grant funds sent
to the applicant. HUD will then fund the
highest rated application from within
the jurisdiction of each Area Office of
Native American Programs in rank
order. If any funds remain, HUD will
then fund all of the remaining
applications in rank order, regardless of
which Area ONAP they are from. HUD
reserves the right not to make awards
under this NOFA.

(4) Adjustment of Grant Awards. If
HUD determines that an application
rated, ranked and fundable could be
funded at a lesser grant amount than
requested, consistent with the feasibility
of the funded project or activities and
the purposes of this NOFA, HUD
reserves the right to reduce the amount
of the grant award.
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(B) Factors for award. (1) Each rating
factor and the maximum number of
points is reflected below. The maximum
number of points to be awarded is 100.
Once scores are assigned, all
applications will be ranked in order of
points assigned, with the applications
receiving more points ranking above
those receiving fewer points.

(2) A rating plan shall establish a
value to each criteria below.

Rating Factor 1: Capacity of the
Applicant and Relevant Organizational
Experience and Staff (40 points). This
factor addresses the applicant’s
organizational and prior experience
with Indian tribes, TDHEs, or other
entities facing similar economic and
social conditions in (a) administering
similar types of funding; (b) the
demonstrated capacity to carry out the
proposed activities; and (c) previous
experience in administering and/or
overseeing loan or obligation programs
by HUD or other Federal agencies, or the
private sector. The rating of the
applicant or the applicant’s organization
and staff for technical merit will include
any faculty, subcontractors, consultants,
subrecipients, and members of consortia
which are firmly committed (i.e., has a
written agreement or a signed letter of
understanding with the applicant
agreeing in principle to its participation
and role in the project). HUD will also
consider past performance in carrying
out HUD-funded or other projects
similar in size and scope to the project
proposed.

Rating Factor 2: Soundness of
Approach (40 points). This factor
addresses the appropriateness and
effectiveness of the proposed activities
in substantially addressing eligible
activities within the content of the
objectives of this NOFA and the Title VI
Demonstration Program notice,
including any pass-through funds. The
factor also addresses the workplan,
management strategy, budget, and
staffing proposed to conduct the work.
In evaluating this factor, HUD will
consider:

(a) The relationship of the proposed
activities (including proposed pass-
through funding activities) in
developing or implementing affordable
housing projects in the Indian areas;

(b) The extent to which the applicant
can demonstrate that the technical
assistance will improve the ability of the
Indian tribe or TDHE to complete the
project on a timely basis;

(c) The extent to which the proposed
activities bring additional financial or
other resources to Indian areas;

(d) The extent to which the proposed
activities increase economic

opportunities, as defined in this NOFA,
to residents of Indian areas;

(e) The extent to which the proposed
activities provide increased housing and
economic opportunities for persons
with disabilities;

(f) The applicant’s workplan for
conducting the proposed activities;

(g) The applicant’s management
strategy for conducting the proposed
activities;

(h) The applicant’s budget for
conducting the proposed activities; and

(i) The applicant’s staffing for
conducting the proposed activities.

Rating Factor 3: Promoting
Partnerships (10 points). This factor
addresses the extent to which the
applicant can demonstrate past
experience in financing housing and
economic development projects that
include partnership arrangements. In
evaluating this factor, HUD will award
a greater number of rating points to
those applicants that conducted projects
in areas with similar economic, social,
and physical conditions as those that
exist in Indian areas. The applicant’s
past experience will be evaluated based
on the following criteria:

(a) The number of partners for each
project;

(b) The financial layering;
(c) The total dollar value of each

project; and
(d) The number of completed housing

and economic development projects that
involved partnership arrangements.

Rating Factor 4: Coordination (10
Points). This factor addresses the extent
to which the applicant proposes to
coordinate the delivery of services with
other entities providing assistance in
Indian areas. In evaluating this factor,
HUD will consider the extent to which
the applicant will:

(a) Coordinate its proposed activities
with other entities working in the
Indian areas being served by the
applicant;

(2) Take specific steps to share
information with other entities serving
Indian areas on the successful
implementation of Title VI projects; and

(3) Take specific steps to develop
linkages with other activities, programs,
or projects (on-going or proposed) in
Indian areas through meetings,
information networks, planning
processes, or other mechanisms to
coordinate its activities so solutions are
holistic and comprehensive.

IV. Application Submission
Requirements

The application must include an
original and one copy of the items listed
below, and must be signed by an
authorized official:

(A) Form SF–424, Application for
Federal Assistance.

(B) Transmittal letter which identifies
the amount of funds requested and the
applicant and partners (if any).

(C) Table of Contents (please number
pages of the submission and list them
accordingly in the Table of Contents).

(D) Narrative statement and
supporting documentation addressing
the Factors for Award described in
Section III of this NOFA. The narrative
response should be numbered in
accordance with each factor for award.
This narrative statement will be the
basis for evaluating the application. The
suggested approach described in the
responses to Rating Factor 2 will be the
starting point for negotiating the grant
agreement and the individual TAP
required for each Indian tribe/TDHE
receiving assistance.

(E) A statement as to whether the
applicant proposes to use pass-through
funds for activities under the proposed
program, and, if so, the amount and
proposed uses of such funds.

(F) Budget identifying costs for
implementing the plan of suggested TA
activities by cost category (in
accordance with the following):

(1) Direct Labor by position or
individual, indicating the estimated
hours per position, the rate per hour,
estimated cost per staff position and the
total estimated direct labor costs;

(2) Fringe Benefits by staff position
identifying the rate, the salary base the
rate was computed on, estimated cost
per position, and the total estimated
fringe benefit cost;

(3) Material Costs indicating the item,
quantity, unit cost per item, estimated
cost per item, and the total estimated
material costs;

(4) Transportation Costs, as
applicable.

(5) Equipment charges, if any.
Equipment charges should identify the
type of equipment, quantity, unit costs
and total estimated equipment costs;

(6) Consultant Costs, if applicable.
Indicate the type, estimated number of
consultant days, rate per day, total
estimated consultant costs per
consultant and total estimated costs for
all consultants;

(7) Subcontract Costs, if applicable.
Indicate each individual subcontract
and amount;

(8) Other Direct Costs listed by item,
quantity, unit cost, total for each item
listed, and total other direct costs for the
award;

(9) Indirect Costs should identify the
type, approved indirect cost rate, base to
which the rate applies and total indirect
costs.
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These line items should total the
amount requested for the TA program.
The grand total of all TA program funds
requested should reflect the grand total
of all funds for which application is
made.

(G) Certifications of Compliance with
the following:

(1) Section 3 of the Housing and
Urban Development Act of 1968;

(2) 24 CFR part 87 (New Restrictions
on Lobbying). Applicants must file the
certification regarding appropriated
funds, and if nonappropriated funds
have been spent on lobbying, the SF–
LLL;

(3) Applicant/Recipient Disclosure/
Update Report (this is form 2880).

(4) Fair Housing Act, Title VI of the
Civil Rights Act of 1964 or the Indian
Civil Rights Act as applicable, Section
504 of the Rehabilitation Act of 1973,
and the Age Discrimination Act of 1975.

V. Corrections to Deficient Applications
After the application due date, HUD

may not, consistent with 24 CFR part 4,
subpart B, consider unsolicited
information from an applicant. HUD
may contact an applicant, however, to
clarify an item in the application or to
correct technical deficiencies.
Applicants should note, however, that
HUD may not seek clarification of items
or responses that improve the
substantive quality of the applicant’s
response to any eligibility or selection
criterion. Examples of curable technical
deficiencies include failure to submit
the proper certifications or failure to
submit an application containing an
original signature by an authorized
official. In each case, HUD will notify
the applicant in writing by describing
the clarification or technical deficiency.
HUD will notify applicants by facsimile
or by return receipt requested.
Applicants must submit clarifications or
corrections of technical deficiencies in
accordance with the information
provided by HUD within 7 calendar
days of the date of receipt of the HUD
notification. If the deficiency is not
corrected within this time period, HUD
will reject the application as
incomplete.

VI. Findings and Certifications
(A) Paperwork Reduction Act

Statement. The information collection
requirements contained in this NOFA
have been submitted to the Office of
Management and Budget in accordance
with the Paperwork Reduction Act of
1995 (44 U.S.C. 3501–3520). The OMB
approval number, once assigned, will be
published in the Federal Register. An
agency may not conduct or sponsor, and
a person is not required to respond to,

a collection of information unless the
collection displays a valid control
number.

(B) Environmental Impact. A Finding
of No Significant Impact with respect to
the environment has been made in
accordance with HUD regulations at 24
CFR part 50, implementing section
102(2)(C) of the National Environmental
Policy Act of 1969 (42 U.S.C. 4332). The
Finding of No Significant Impact is
available for public inspection during
business hours in the Office of the Rules
Docket Clerk, Room 10276, Department
of Housing and Urban Development,
451 Seventh Street, SW, Washington,
DC 20410–0500.

(C) Federalism, Executive Order
12612. The General Counsel, as the
Designated Official under section 6(a) of
Executive Order 12612, Federalism, has
determined that the policies contained
in this NOFA will not have substantial
direct effects on States or their political
subdivisions, or the relationship
between the Federal Government and
the States, or on the distribution of
power and responsibilities among the
various levels of government. As a
result, the notice is not subject to review
under the Order. This notice is a
funding notice and does not
substantially alter the established roles
of HUD, the States, and local
governments.

(D) Prohibition Against Lobbying
Activities. Applicants for funding under
this NOFA are subject to the provisions
of section 319 of the Department of
Interior and Related Agencies
Appropriation Act for Fiscal Year 1991
(31 U.S.C. 1352) (the Byrd Amendment)
and to the provisions of the Lobbying
Disclosure Act of 1995 (Pub. L. 104–65;
approved December 19, 1995).

The Byrd Amendment, which is
implemented in regulations at 24 CFR
part 87, prohibits applicants for Federal
contracts and grants from using
appropriated funds to attempt to
influence Federal executive or
legislative officers or employees in
connection with obtaining such
assistance, or with its extension,
continuation, renewal, amendment, or
modification. The Byrd Amendment
applies to the funds that are the subject
of this NOFA. Therefore, applicants
must file a certification stating that they
have not made and will not make any
prohibited payments and, if any
payments or agreement to make
payments of nonappropriated funds for
these purposes have been made, a form
SF–LLL disclosing such payments must
be submitted.

Housing entities established by an
Indian tribe as a result of the exercise of
the tribe’s sovereign power are excluded

from coverage of the Byrd Amendment,
but housing entities established under
State law are not excluded from the
statute’s coverage.

(E) Section 102 of the HUD Reform
Act; Documentation and Public Access
Requirements. Section 102 of the
Department of Housing and Urban
Development Reform Act of 1989 (HUD
Reform Act) and the regulations in 24
CFR part 4, subpart A contain a number
of provisions that are designed to ensure
greater accountability and integrity in
the provision of certain types of
assistance administered by HUD. On
January 14, 1992 (57 FR 1942), HUD
published a notice that also provides
information on the implementation of
section 102. HUD will comply with the
documentation, public access, and
disclosure requirements of section 102
with regard to the assistance awarded
under this NOFA, as follows:

(1) Documentation and public access
requirements. HUD will ensure that
documentation and other information
regarding each application submitted
pursuant to this NOFA are sufficient to
indicate the basis upon which
assistance was provided or denied. This
material, including any letters of
support, will be made available for
public inspection for a 5-year period
beginning not less than 30 days after the
award of the assistance. Material will be
made available in accordance with the
Freedom of Information Act (5 U.S.C.
552) and HUD’s implementing
regulations at 24 CFR part 15. In
addition, HUD will include the
recipients of assistance pursuant to this
NOFA in its Federal Register notice of
all recipients of HUD assistance
awarded on a competitive basis.

(2) Disclosures. HUD will make
available to the public for 5 years all
applicant disclosure reports (HUD Form
2880) submitted in connection with this
NOFA. Update reports (also Form 2880)
will be made available along with the
applicant disclosure reports, but in no
case for a period less than 3 years. All
reports—both applicant disclosures and
updates—will be made available in
accordance with the Freedom of
Information Act (5 U.S.C. 552) and
HUD’s implementing regulations at 24
CFR part 15.

(F) Section 103—HUD Reform Act.
HUD will comply with section 103 of
the Department of Housing and Urban
Development Reform Act of 1989 and
HUD’s implementing regulations in
subpart B of 24 CFR part 4 with regard
to the funding competition announced
today. These requirements continue to
apply until the announcement of the
selection of successful applicants. HUD
employees involved in the review of
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applications and in the making of
funding decisions are limited by section
103 from providing advance information
to any person (other than an authorized
employee of HUD) concerning funding
decisions, or from otherwise giving any
applicant an unfair competitive
advantage. Persons who apply for
assistance in this competition should
confine their inquiries to the subject
areas permitted under section 103 and
subpart B of 24 CFR part 4.

Applicants or employees who have
ethics related questions should contact
the HUD Office of Ethics (202) 708–
3815. (This is not a toll-free number.)

Dated: July 20, 1998.
Deborah Vincent,
General Deputy Assistant Secretary for Public
and Indian Housing.
[FR Doc. 98–19676 Filed 7–20–98; 2:24 pm]
BILLING CODE 4210–33–P



The US Department of Agriculture
Rural Utilities Service (RUS)

4Water and Environmental Programs (WEP)

“Improve public and environmental health and
promote economic development in rural
America.”

4USDA’s Rural Development State and local
offices administer the program.

4Water and Waste Disposal Loan and Grant
program

“ Invests funds in the most economically
distressed communities for critically needed
water and waste disposal facilities. ”

John Romano,Deputy Administrator

Rural Utilities Service, USDA



HOW MAY FUNDS BE USED?

Loan and grant funds may be used to:

8Construct, repair, modify, expand or
improve water supply/distribution systems,
waste collection/treatment systems

8Acquire land, water sources and water
rights

8Pay costs such as legal and engineering
fees, when necessary, to develop the facilities

John Romano,Deputy Administrator

Rural Utilities Service, USDA



Direct Water and Waste Disposal Loans

Eligible applicants

4Public entities, such as municipalities, counties,
special-purpose districts, and Indian tribes,
corporations operated on a not-for-profit basis.

4Applicants must be unable to obtain funds from
other sources at reasonable rates and terms

John Romano,Deputy Administrator

Rural Utilities Service, USDA



Direct Water and Waste Disposal Loans

Eligible projects

4Water and wastewater systems,  solid waste
disposal and storm drainage,

Eligible areas

4 Rural areas and to cities and towns with a
population of 10,000 or less.

John Romano,Deputy Administrator

Rural Utilities Service, USDA



Direct Water and Waste Disposal Loans

Priority

4Public entities, in areas with less than 5,500 people,
to restore a deteriorating water supply, or to improve,
enlarge, or modify a water facility or an inadequate
waste facility.

4Also, preference is given to requests that involve the
merging of small facilities and those serving low-
income communities.

John Romano,Deputy Administrator

Rural Utilities Service, USDA



Direct Water and Waste Disposal Loans

Rates and Terms

4The maximum term for all loans is 40
years; however,

4No repayment period will exceed state
statutes or the useful life of the facility.

4Interest rates may be obtained from Rural
Development field offices.

John Romano,Deputy Administrator

Rural Utilities Service, USDA



Water and Waste Disposal Grants

4Available to reduce water and waste disposal
costs to a reasonable level for users of the system.

4Grants may be made, in some instances, up to 75
percent of eligible project costs.

4Eligible applicants are the same as for loans.

John Romano,Deputy Administrator

Rural Utilities Service, USDA



$626.9m
States

$32.0m
Reserve

$20.8m
PNW

$15.2m
EZ/EC

WEP Loan Funds
2/9/1999

Total = $694.8
John Romano,Deputy Administrator

Rural Utilities Service, USDA



$407m
States

$48.6m
Reserve

$15.8m
PNW

$18.1m
EZ/EC

WEP Grant Funds
2/9/1999

$16.2m
TAT

$20.0m
Colonias

$2.7m
SWM

$5.3m
Circuit Rider

Total = $533.7m
John Romano,Deputy Administrator

Rural Utilities Service, USDA
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John P. Romano

“. . .  quality drinking water is one of the most pressing public
health concerns in rural America.  Aging infrastructure, high
construction costs, higher environmental standards, new
treatment regulations, and limited community financial
resources have created this need.  Almost one million rural
Americans still do not have drinking water piped directly into
their homes, two million more have drinking water that needs
improvement, and an additional three million live with
inadequate wastewater disposal systems.”

 Letter from 50 U. S. Senators to
Senate  Appropriations Committee, May 11, 1998

John Romano,Deputy Administrator

Rural Utilities Service, USDA



W H A T  I S  W A T E R
2 0 0 0 ?

Water 2000 is the Clinton Administration’s
initiative to invest in bringing safe, reliable
drinking water into the many rural American
homes that lack it, as soon as possible.  To the
surprise of most urban and suburban Americans,
at least 2.2 million non-metropolitan residents
have critical drinking water availability, quality,
and dependability problems.

John Romano,Deputy Administrator

Rural Utilities Service, USDA



4H A S  A  5 0  P E R C E N T
C H A N C E  O F  B E I N G
B E L O W  T H E  N A T I O N A L
P O V E R T Y  L E V E L  O F
$ 1 6 , 4 5 0

4C O V E R S  A  S E R V I C E  A R E A
W I T H  A  M E D I A N  I N C O M E  O F
A B O U T   $ 1 8 , 0 0 0

4I N C L U D E S  F U N D S
L E V E R A G E D  F R O M  O T H E R
S O U R C E S  T O T A L I N G
O V E R  2 5 %  O F  T O T A L
P R O J E C T  C O S T  -  N E A R L Y
$ 4 0 0 ,0 0 0

T H E  A V E R A G E   W A T E R  2 0 0 0  P R O J E C T :

4S E R V E S  A  C O M M U N I T Y  O R  U N I N C O R P O R A T E D  A R E A  O F  1 0 , 0 0 0  
   P E O P L E  O R  L E S S

4P R O V I D E S  S A F E ,  D E P E N D A B L E  W A T E R  T O  A B O U T  6 0 0  R U R A L
U S E R S ,  O F  W H O M  A P P R O X I M A T E L Y  1 3 %  A R E  R E C E I V I N G  P U B L I C
W A T E R  F O R  T H E  F I R S T  T I M E



“Interestingly enough, the number one health problem in the
developing world is still the absence of clean, safe water.  If we
can just get clean water to everybody in these poor countries,

we can save more children’s lives than any other single thing we
can do.  And yet there are still places in the United States of

American in rural areas where people do not have access to safe
drinking water.  We are determined to correct that problem.
So we will keep work on that as well.  There’s a lot more to

do…”

                                President Bill Clinton
            July, 1996

John Romano,Deputy Administrator

Rural Utilities Service, USDA



DEEP TARGETING

The average median household income for a family of
four in communities receiving Water 2000 investments
is only about $18,000 (the national poverty level is
currently $16,450).

Expanded Assistance to Tribal Projects

Investment in American Indian tribal safe and clean water
projects has increased dramatically under Water 2000--
over $46 million in loans and grants in four fiscal years
under Water 2000.  This compares with an average of
about $4.8 million annually in the four previous years.

John Romano,Deputy Administrator

Rural Utilities Service, USDA



Environmental Justice

A significant number of Water 2000 beneficiaries are
minority, low income communities that have experienced
varying degrees of dangerous waste dumping from public
and private sources.  Such heavily burdened
communities--many of them home to African-American,
Hispanic, Native American and Native Alaskan families--
receive at least partial protection from continued
environmental and public health degradation when public
investments help them secure new water sources,
improved source protection and expanded water
treatment and distribution.

John Romano,Deputy Administrator

Rural Utilities Service, USDA
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Rural Utilities Service

Water and Environmental Programs

October 1998

Number of
Projects by State

1 to 10 (8)

10 to 20 (10)

20 to 30 (5)

30 to 40 (11)

40 or over (16)

68.8

John Romano,Deputy Administrator

Rural Utilities Service, USDA



NONMETRO HOUSEHOLDS LACKING COMPLETE PLUMBING - 1970 -1990*

OCCUPIED HOUSING UNITS (HOUSEHOLDS)
INCOMPLETE PLUMBING

YEAR TOTAL PERCENT TOTAL PERSONS

1970 14,677,000         14.1                   2,069,000         6,207,000            

1980 18,977,000         3.8                     721,000            2,163,000            

1990 20,946,000         1.7                     356,000            1,068,000            

John Romano,Deputy Administrator

Rural Utilities Service, USDA



Excerpt from April 29, 1994, White House
Memorandum to Federal Agencies:

“The United States government has a unique legal
relationship with Native American tribal governments as
set forth in the Constitution of the United States, treaties,
statutes, and court decisions.  As executive departments
and agencies undertake activities affecting Native
American tribal rights or trust resources, such activities
should be implemented in a knowledgeable, sensitive
manner respectful of tribal sovereignty.”

John Romano,Deputy Administrator

Rural Utilities Service, USDA



“Too often people forget about the dire economic
circumstances of so many Native Americans.  One of the first
places to start is by investing in good, safe drinking water.
When we talk about Water 2000 and the need to do more, let’s
keep in mind the needs of Native American communities.”

Vice President Al Gore

July 13, 1998

John Romano,Deputy Administrator

Rural Utilities Service, USDA

























































Shared Visions: Summit I, Sponsored by HUD 1

Self-Help Housing

q Roots of Self-Help Housing

q Working Together

q Independence & Interdependence
ü Self & Mutual



Shared Visions: Summit I, Sponsored by HUD 2

Self-Help Housing

q Benefits to Families and Communities
üLower housing costs to families
üSweat equity as down payment
üGroup interdependence
üNeighborhood stability

q Sweat Equity
üAvenue to homeownership

q Self-Help Families Build to Stay
üStudy results



Shared Visions: Summit I, Sponsored by HUD 3

Self-Help Housing

q Practical Issues and Considerations
lLand
üAcquiring building sites

lFinancing
üConstruction
üMortgage

lDesign
üEasy to build
üInnovative?



Shared Visions: Summit I, Sponsored by HUD 4

Self-Help Housing

q Practical Issues and Considerations (cont’d)

lAssessing family
üQualify for financing
üConstruction ability
üWork hours requirements
üOverall readiness for homeownership

lKnowledgeable Construction Staff
ücredibility as teacher
ügroup dynamics
ühands-on
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Self-Help Housing

q Practical Issues and Considerations (cont’d)

lConstruction Progress
üFamily building tasks
üSubcontracting
üManaging construction process
üEnforceable group agreement



Shared Visions: Summit I, Sponsored by HUD 6

Self-Help Housing

q Practical Issues and Considerations (cont’d)

l Clarity
ü Design
ü Financing
ü Construction



Shared Visions: Summit I, Sponsored by HUD 7

Self-Help Housing

q Making Self-Help Housing Work
lFamilies
lCommunity
lPartners

q Nonprofits
lIndependent
lResource Flexibility

q Board Members



Shared Visions: Summit I, Sponsored by HUD 8

Self-Help Housing

“All we ever wanted was a place for our
children to come home to….and they
still do.”

Margarita Melendez
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CASE STUDY IN HOMEOWNERSHIP

 SETTING UP YOUR
HOMEOWNERSHIP PROGRAM

THE OSPREY SPIRIT II PROGRAM

The Couer d’Alene Tribe

q Ken Stocks























MINNESOTA CHIPPEWAMINNESOTA CHIPPEWA
TRIBAL HOUSINGTRIBAL HOUSING

CORPORATIONCORPORATION

nn501(3c) Non-Profit Organization501(3c) Non-Profit Organization
Incorporated under IRS Guidelines in 1976Incorporated under IRS Guidelines in 1976

nnFHA Lender Approved in 1985FHA Lender Approved in 1985



CORPORATE MISSIONCORPORATE MISSION
STATEMENTSTATEMENT

To provide adequate, affordable, safe,To provide adequate, affordable, safe,
habitable housing for Native Americanshabitable housing for Native Americans

enrolled in the Minnesota Chippewa Tribeenrolled in the Minnesota Chippewa Tribe
and residing in the State of Minnesotaand residing in the State of Minnesota



MORTGAGES AVAILABLEMORTGAGES AVAILABLE

nn Single Family Low Interest LoansSingle Family Low Interest Loans

nn Moderate Income LoansModerate Income Loans

nn Rental Development LoansRental Development Loans



CORPORATION ASSETSCORPORATION ASSETS

nn Mortgage AssetsMortgage Assets $29,146,000$29,146,000

nn Originated MortgagesOriginated Mortgages   1,461  1,461

nn Satisfied MortgagesSatisfied Mortgages            623     623

nn Outstanding MortgagesOutstanding Mortgages          838     838



STAFFSTAFF

nn Clerical StaffClerical Staff

nn Loan ProcessorsLoan Processors

nn FHA Fee InspectorsFHA Fee Inspectors

nn FHA D.E. UnderwriterFHA D.E. Underwriter

nn Loan CloserLoan Closer

nn Loan ServicingLoan Servicing



REASONS FORREASONS FOR
DEVELOPMENTDEVELOPMENT

nn Lack of adequate financing through ourLack of adequate financing through our
corporation.corporation.

nn Unavailability of private financing for loans onUnavailability of private financing for loans on
tribal trust property.tribal trust property.

nn Create opportunities for utilization of HUD 248,Create opportunities for utilization of HUD 248,
184, 203(b) & 203(k) programs.184, 203(b) & 203(k) programs.

nn Encourage tribal members to return to theirEncourage tribal members to return to their
homelands by making mortgage financinghomelands by making mortgage financing
available.available.



REASONS...REASONS...

nn Expand financial resources through theExpand financial resources through the
leveraging of other public/private dollars.leveraging of other public/private dollars.

nn Social and economic changes createdSocial and economic changes created
immediate and dramatic increases:immediate and dramatic increases:
••  jobs jobs

••  higher wages higher wages

•• employment stability.employment stability.



TARGETED POPULATIONTARGETED POPULATION

nn Families with incomes above the level ofFamilies with incomes above the level of
80% of median income.80% of median income.

nn Families currently unserved throughFamilies currently unserved through
existing local T.D.H.E. Programs.existing local T.D.H.E. Programs.

nn Credit worthy applicants.Credit worthy applicants.

nn Applicants with stable employment.Applicants with stable employment.

nn Applicants unable to obtain conventionalApplicants unable to obtain conventional
financing.financing.



ASSESSING THE  NEEDASSESSING THE  NEED

nn Evaluation of the existing MortgageEvaluation of the existing Mortgage
Programs of the Corporation.Programs of the Corporation.

nn Evaluation of the combined needs ofEvaluation of the combined needs of
housing on the six member reservations.housing on the six member reservations.

nn Extensive waiting lists on each of the sixExtensive waiting lists on each of the six
T.D.H.E.’s.T.D.H.E.’s.



OBJECTIVESOBJECTIVES

nn Provide mortgage financing on tribal trustProvide mortgage financing on tribal trust
land.land.

nn Financing for people Financing for people notnot of low income. of low income.

nn Create additional homes.Create additional homes.

nn Obtain mortgage insurance.Obtain mortgage insurance.

nn Economic integration.Economic integration.



PARTICIPATING PARTNERSPARTICIPATING PARTNERS

nn Minnesota Chippewa Tribal HousingMinnesota Chippewa Tribal Housing
CorporationCorporation

nn Minnesota Housing Finance AgencyMinnesota Housing Finance Agency

nn Federal Home Loan BankFederal Home Loan Bank

nn Housing & Urban Development (RegionalHousing & Urban Development (Regional
and National)and National)



PROGRAM FUNDINGPROGRAM FUNDING

nn Corporate Revolving FundsCorporate Revolving Funds 1.2 Million1.2 Million

nn Funds Through FHLBFunds Through FHLB 1.2 Million1.2 Million

nn Continued funding by returning paymentsContinued funding by returning payments



SPEED BUMPS & HURDLESSPEED BUMPS & HURDLES

nn M.O.U.’S Needed to be SignedM.O.U.’S Needed to be Signed

nn Amendment of PoliciesAmendment of Policies

nn Loan Agreement Amended & Approved byLoan Agreement Amended & Approved by
MHFA BoardMHFA Board

nn Certification of StaffCertification of Staff

nn Approved as a Non-Member Borrower ofApproved as a Non-Member Borrower of
FHLBFHLB



ACHIEVEMENTSACHIEVEMENTS

nn Began as a Demonstration Project inBegan as a Demonstration Project in
October 1995October 1995

nn Closed first loan February 1996Closed first loan February 1996

nn Converted to a permanent mortgageConverted to a permanent mortgage
financing resource in 1998financing resource in 1998

nn 32 loans closed to date32 loans closed to date

nn Mortgage Assets as of 3/99 - $2,085,809Mortgage Assets as of 3/99 - $2,085,809



UNRESOLVED ISSUESUNRESOLVED ISSUES

nn Unable to underwrite 184 loans on local levelUnable to underwrite 184 loans on local level

nn Inability to sell individual loans on the secondaryInability to sell individual loans on the secondary
marketmarket

nn Re-sale difficultyRe-sale difficulty

nn Limited buyersLimited buyers

nn Fair Market ValueFair Market Value

nn RefinancingRefinancing

nn EquityEquity

nn Reverse MortgagesReverse Mortgages



Mortgage Loan Closing

Homeownership Counseling

Loan Processing

Mortgage Applicants

Captial Improvements

Routine Maintenance

Transfer of Property

Economic/Social Changes

Homeownership
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Office of Native American Programs

Litigation Update

By Curtis G. Berkey, Esq.

This Report summarizes all of the U.S. Supreme Court decisions and
significant federal, tribal and state court decisions concerning housing matters
during the period April 1, 1998 to April 1, 1999.  During this period, the Supreme
Court decided four (4) cases involving tribal rights, continuing the recent trend of
activitism in federal Indian law.  In addition, the Court has three Indian law cases
now under review.  These cases are summarized here because the decisions of the
Supreme Court often establish or refine fundamental legal rules and principles that
directly affect the outcome of litigation involving Indian housing issues.  Of
particular note, of the four cases decided in this period, Justice Clarance Thomas
authored the opinion for a unanimous Court in two of them.  In recent years, Justice
Thomas has emerged as the leading exponent of the Supreme Court's thinking on
federal Indian law.

A. Indian Law Decisions of the United States Supreme Court.

The Supreme Court's decisions address tribal sovereign immunity and state
taxation of a variety of activities occurring within Indian country.  Specifically, the
Court issued the following decisions:

• Indian tribes have sovereign immunity from lawsuit arising from
business dealings with non-Indian corporations outside the reservation
boundaries (Kiowa Tribe of Oklahoma v. Manufacturing Technologies,
Inc., 118 S.Ct. 1700 (1998).
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• States have authority to impose taxes on the proceeds earned by a
construction company that contracted with the Bureau of Indian Affairs
to construct roads on Indian reservations (Arizona Department of
Revenue v. Blaze Construction Company, Inc., 119 S.Ct. 957 (1999)).

• A county has authority to impose its real property tax on land within
the reservation that had been allotted to Indians or sold to non-Indians
during the allotment period and then purchased by the tribe to
augment the tribal land base (Cass County, Minnesota v. Leech Lake
Band of Chippewa Indians, 524 U.S. 103, 118 S.Ct. 1904 (1998)).

• The Crow Tribe does not have the right to recover taxes a non-Indian
mining company paid to Montana on coal extracted from mines held in
trust by the United States for the Tribe (Montana v. Crow Tribe of
Indians, 523 U.S. 696, 118 S.Ct. 1650 (1998)).

1. Kiowa Tribe of Oklahoma v. Manufacturing Technologies,
Inc., 118 S.Ct. 1700 (1998).

The Supreme Court ruled that the Kiowa Tribe, as an incident of its inherent
sovereignty, is immune from a suit by Manufacturing Technologies which alleged
that the Tribe defaulted on a promise to pay the company $285,000.  The promissory
note was signed outside the Tribe's reservation and the Tribe was obligated to make
the payments outside the reservation.  The Tribe had not waived its immunity from
suit in its dealings with the company.  Following established precedent, the Court
found that the Tribe's immunity extended to tribal commercial activities outside the
reservation.  The decision was 6-3, with Justice Kennedy writing the majority
opinion.  Justice Stevens dissented, joined by Justices Thomas and Ginsburg.  The
Court's decision reversed a decision of the Oklahoma Court of Civil Appeals that
Indian tribes are subject to suit in state court for breaches of contract involving off-
reservation commercial dealings.

Although the Court expressed some discomfort with the rationale for the
tribal immunity rule, it nonetheless concluded that "the doctrine of tribal immunity
is settled law and controls this case."  118 S.Ct. at 1703.  The Court reaffirmed the
rule that "[t]ribes enjoy immunity from suits on contracts, whether those contracts
involve governmental or commercial activities and whether they were made on or
off a reservation."  118 S.Ct. at 1704.  Significantly, the Court rejected the arguments
of the
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company that tribal immunity should not apply when tribes undertake commercial
dealings.  But the Court further noted that Congress has authority to alter tribal
sovereign immunity "through explicit legislation."  118 S.Ct. at 1705.  The Court said:
 "[W]e defer to the role Congress may wish to exercise in this important judgment." 
118 S.Ct. at 1705.  The constitutional limits of Congress' authority in this regard were
not discussed.

2. Arizona Department of Revenue v. Blaze Construction
Company, Inc., 119 S.Ct. 957 (1999).

On March 2, 1999, the Supreme Court unanimously ruled that the Arizona
Department of Revenue could impose its gross receipts tax on the revenues earned
by Blaze Construction Company in its contracts with the Bureau of Indian Affairs. 
Blaze Construction is incorporated under the laws of the Blackfeet Tribe of Montana,
and for seven years had contracted with the BIA to build, repair and improve roads
on the Navajo, Hopi, Fort Apache, Colorado River, Tohono O'Odham and San
Carlos Apache Reservations.  Blaze also had construction contracts with certain
tribal housing authorities, but Arizona eventually dropped its claim to tax the
proceeds from those contracts.  The power of Arizona to tax such proceeds was
therefore not decided in this case.  Justice Thomas wrote the opinion for the Court. 

The Court first found that Blaze should be treated as a "non-Indian" for
purposes of this case, even though it was incorporated under Blackfeet law, because
none of its work was conducted on the Blackfeet Reservation.  This meant that the
case would be decided by application of the following rule:  tax immunity of private
federal contractors is appropriate only when the tax falls on the United States itself
or on an agency so closely connected to the Government that the two cannot
realistically be seen as separate entities for tax purposes.  Because the incidence of
the tax fell on Blaze, and not the federal government, and because Blaze did not
claim to be an agency of the federal government, the Court concluded that Arizona's
tax passed the test. 

The Court refused to apply the balancing test that generally applies when
states are attempting to tax on-reservation activity.  The Court offered the following
rationale for its refusal to weigh tribal interests against state interests in this context: 
"The need to avoid litigation and ensure efficient tax administration counsels in
favor of a bright-line standard for taxation of federal contracts, regardless of whether
the contracted-for activity takes place on Indian reservations."  1999 WL 100899, *3. 
The Court also noted that
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"the political process is uniquely adapted the accommodating the interests
implicated by state taxation of federal contractors."  Id.   

3. Cass County, Minnesota v. Leech Lake Band of Chippewa
Indians, 524 U.S. 103, 118 S.Ct. 1904 (1998).

In another unanimous opinion by Justice Thomas, the Court ruled that Cass
County could assess and collect its real property tax on land within the reservation
of the Leech Lake Band of Chippewa Indians held by the Tribe in fee simple
ownership.  Because of the allotment process implemented by the Nelson Act of
1889, the Leech Lake Band by 1977 owned only about 5% of its original reservation. 
The Band sought to re-establish its land base by purchasing back parcels that had
been lost through sales to non-Indians as timber lands or homesteads.  At issue in
the case was the authority of Cass County to tax 8 repurchased parcels within the
Reservation.  The Band paid more than $64,000 in taxes, interest and penalties under
protest, and filed suit to recover this amount.  (In 1995, the Band successfully
applied to have several parcels taken into trust;  the County has no authority to tax
those parcels). 

The Court upheld the County's authority to tax the Band's land.  In reaching
this conclusion, the Court applied the rule that state and local governments may not
tax tribal land within the reservation unless Congress has authorized such taxation
in "unmistakably clear" statutory language.  118 S.Ct. at 1908.  The Court found such
explicit congressional intent in sections 5 and 6 of the Nelson Act, which provided
for the sale of tribal lands for timber production and homesteading by non-Indians. 
Because Congress had made the reservation lands "freely alienable," Congress in the
Court's view had also "unmistakably" intended that such lands be taxable by the
state or county.  The fact that the Band had repurchased the property was deemed to
be legally irrelevant:  "The subsequent repurchase of the reservation land by a tribe
does not manifest any congressional intent to reassume federal protection of that
land and to oust state taxing authority -- particularly when Congress explicitly
relinquished such protection many years before."  118 S.Ct. at 1910.  Thus, tax-
exempt status does not automatically attach when a tribe acquires reservation land. 
It is necessary to have the land placed in trust for tax-exempt status to attach.     



Native American Homeownership Summit
Litigation Update
Page 5
_________________

ALEXANDER & KARSHMER

4. Montana v. Crow Tribe of Indians, 523 U.S. 696, 118 S.Ct. 1650
(1998).

In this suit, which originated in 1978, the Crow Tribe sought to recover $58.2
million in taxes the State of Montana and Big Horn County illegally collected from
Westmoreland Resources, Inc. on coal the company mined under a lease from the
Tribe.  The Tribe imposed its own severance tax on mined coal beginning in 1983,
but it sought to recover taxes Montana and Big Horn County assessed on
Westmoreland between 1975 and 1982 in violation of federal law.  The Supreme
Court denied the Tribe's request that the unlawfully collected taxes be paid to the
Tribe.  The Court rejected the Tribe's argument that coal taxes paid by
Westmoreland to Montana unjustly enriched the State at the expense of the Tribe. 
Further, the Court rejected the argument that Westmoreland should have paid the
taxes to the Tribe, because the Department of the Interior had not approved the
Tribe's tax ordinance during the years in question.  Finally, the Court found that the
Tribe had not shown that Montana's taxes negatively impacted the marketability of
the Tribe's coal.  The Court did not, however, foreclose the possibility that the Tribe
might be able to recover "damages based on actual losses."  118 S.Ct. at 1661.

B. Indian Law Cases Awaiting Decision by the United States Supreme
Court.   

The Court is also currently reviewing three Indian law cases. 

In Minnesota v. Mille Lacs Band of Chippewa Indians, the Court is reviewing
the decision of the Eighth Circuit Court of Appeals that upheld the hunting, fishing
and gathering rights of the Mille Lacs Band under the Treaty of 1837.  124 F.3d 904
(8th Cir. 1997).  The case is being closely watched because it presents the questions of
whether the Tribe's treaty rights were extinguished by the equal footing doctrine
when Minnesota was admitted to the Union, and whether the Tribe's treaty rights
allow an equitable apportionment of harvestable resources between the Tribe and
the State.  The case was argued before the Court on December 2, 1998, and a decision
is expected soon.

In El Paso Natural Gas v. Neztsosie, No. 98-6, the Court is reviewing a
decision of the Ninth Circuit Court of Appeals that suits by members of the Navajo
Nation against corporations that conducted uranium mining on the Navajo
Reservation must be brought in Navajo Tribal Court, and that the federal courts do
not have exclusive jurisdiction over such claims under the Price-Anderson Act.  136
F.3d 610 (9th Cir. 1998).  The Navajo
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plaintiffs alleged that radiation from uranium mines had caused the death by cancer
of at least one tribal member, and that such radiation also caused injuries and
sickness by contaminated drinking water.  The Court of Appeals ruled that the suits
should be heard in the Navajo Tribal Court, and that the Price-Anderson Act, which
limits the tort liability of the nuclear industry, does not strip the tribal court of its
jurisdiction over the claims.  This case was argued before the Court on March 2,
1999, and a decision is expected in several months.

In Amoco Production Company v. Southern Ute Indian Tribe, No.98-830, the
Court is reviewing the decision of the Tenth Circuit Court of Appeals that upheld
the right of the Southern Ute Tribe to sue various oil companies for their extraction
of coal bed methane which had been reserved to the United States and the Tribe in
the Coal Lands Acts of 1909 and 1910.  The Court of Appeals ruled that the Tribe
could sue the companies for damages because the Tribe owned the coal bed
methane.  The Supreme Court's review is limited to the issue of whether the federal
statutes reserve coal bed methane on behalf of the Tribe.  The briefs will be filed by
April 16, and oral argument will be set shortly thereafter.

C. Federal, Tribal and State Court Decisions on Indian Housing.

During the past year, these courts issued rulings addressing the sovereign
immunity of tribal housing authorities, the liability of tribal housing authorities for
tortious conversion, the jurisdiction of the federal courts to hear construction
disputes with tribal housing authorities and related matters.

1. Dillon v. Yankton Sioux Tribe Housing Authority, 144 F.3d 581
(8th Cir. 1998).

In this suit, a non-Indian employee who was fired by the Yankton Sioux
Housing Authority brought a discrimination claim under various civil rights
statutes.  The Court of Appeals affirmed the decision of the district court dismissing
the suit for the reason that the tribal housing authority, as a tribal agency, is immune
from suit without its consent.  The Court first concluded that the Authority is a tribal
agency that shares the Tribe's sovereign immunity from suit.  The Court rejected the
argument that the Tribe had waived the Authority's immunity in the resolution that
created it.  The resolution provided that the Tribe "hereby gives its irrevocable
consent to allowing the Authority to sue and be sued in its corporate name, upon
any contract . . . and hereby authorizes
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the Authority to agree by contract to waive any immunity from suit which it might
otherwise have."  The Court concluded that this language was not sufficient to waive
the Authority's immunity.  Rather, an express written contract waiving sovereign
immunity is required before the Authority can be sued.  In other words, the tribal
law authorized the Authority to waive its immunity, but there was no evidence in
this case that the Authority had in fact done so. 

Finally, the Court rejected the argument that the Authority had waived its
immunity by entering into a contract with HUD which contained a promise to abide
by the civil rights statutes.  The Court concluded that neither the agreement nor the
HUD regulations contain any explicit waiver of sovereign immunity.  The Court
noted, however, that the terminated employee may pursue any claims he may have
in tribal court under the Indian Civil Rights Act and "other applicable law." 

2. Ninigret Development Corporation v. Narragansett Indian
Wetuomuck Housing Authority, 1999 WL 14254 (D. Rhode
Island 1999).

This case involved a dispute between a construction company and the tribal
housing authority over a contract to build three projects on tribally-owned land
outside the Tribe's reservation.  As construction of several community centers
proceeded, disputes arose over pricing, the scope of work, and the technical
requirements of the construction specifications.  After construction stopped, the
company brought suit in federal court against the Authority.  The construction
contract contained a clause that required all disputes to "shall first be presented to
the Tribal Council for resolution, and in the event of non-resolution, then to the
Tribal Court, which will appoint an Arbitration Board."  The contract further
provided that "upon exhaustion of final remedy in Tribal Court leading to a non-
resolution and as a civil option, the Parties may, with written agreement from both,
institute a Civil Action in Federal District Court."  The case required the district
court to interpret the meaning of these provisions. 

The federal district court ruled that it had jurisdiction over the suit because
the question of whether a tribe may compel a non-Indian to submit to the civil
jurisdiction of a tribal court is a "federal question" that federal courts may decide. 
The court enforced the requirement in the contract that disputes must be first
submitted to the Tribal Council for resolution.  As a result, it dismissed the plaintiff's
claims. 
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The court rejected the company's argument that it should not be required to
go to the Tribal Council because it was fraudulently led to believe that the Tribe had
a tribal court that could hear the matter if the Tribal Council could not resolve it. 
The court relied on the principle that tribal dispute resolution systems need not
"follow the American blueprint for a court system," or adopt the separation of
powers doctrine.  1999 WL 14254, * 7.  The court noted that the U.S. Supreme Court
has made clear that nonjudicial tribal institutions are recognized as "competent law-
applying bodies."  Id.  The court also found that there was no evidence that the
Tribal Council was biased against the company.  For these reasons, the court
concluded that the company had no right to assume that the Tribe's dispute
resolution system would mimic the federal court system.  The dispute resolution
procedure provided in the contract was found to be valid and enforceable.

3. Kanzleiter v. Colville Indian Housing Authority, 25 Ind. L.
Rep. 6181 (Confederated Tribes of the Colville Reservation
Tribal Court, June 18, 1998).

In this case, the Colville Tribal Court ruled that the Colville Housing
Authority was liable in money damages for its seizure and destruction of an
abandoned vehicle owned by a tribal member who resided in housing managed by
the Authority.  The Authority arranged for a towing service to remove the vehicle,
which subsequently sold it for scrap metal.  The court found that the Authority had
violated the Tribe's abandoned vehicle ordinance by relying on the tribal police for
the determination that the vehicle had been abandoned in accordance with tribal
law, and to notify the vehicle's owner that it would be towed.  The court further
found that the Housing Authority had no power to grant title to the vehicle to the
tow service, and that it was therefore liable for tortious conversion.  The court
awarded the owner $96, the salvage value of the vehicle. 

4. Ivory v. Hopp, 25 Ind. L. Rep. 3167 (C.D. Cal. 1998).

The parties to this lawsuit are sublessees of property within a mobile home
park owned and operated by the Chemehuevi Indian Tribe within the Tribe's
reservation.  The plaintiffs sued the defendants for constructing a mobile home in a
manner that obstructed their view of Lake Havasu.  Each sublease signed by the
parties contained a provision declaring the tribal law would govern any disputes
that arise.  The district court dismissed the case for the reason that both the sublease
and general principles of tribal sovereignty require that the suit first be brought in
tribal court.  The court noted that Public Law 280
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does not give California jurisdiction to apply its regulatory laws within the
reservation, nor does it divest the Tribe of its inherent authority to regulate the
activities of non-Indians on Indian land.

D. Cases Raising Housing-Related Issues.

1. Pink v. Modoc Indian Health Project, Inc., 157 F.3d 1185 (9th
Cir. 1998).

In this case, the Court of Appeals ruled that a terminated employee could not
sue a non-profit tribal health organization under Title VII of the Civil Rights Act of
1964.  The plaintiff sought damages for sexual harassment, gender, race and national
origin discrimination and wrongful termination.  The court dismissed her complaint
because the health organization can be deemed a "tribe" for purposes of Title VII. 
That law exempts Indian tribes from its coverage.  The health organization was
treated as a tribe because it was incorporated by two tribes, it served as an "arm of
the sovereign tribes, acting as more than a mere business."  157 F.3d at 1188.  The
health organization board of directors consisted of two representatives from each of
the tribes that incorporated the organization.  Because the tribal health organization
was "organized to control a collective enterprise," it came within the tribal
exemption in Title VII.
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THE USE OF TAX-EXEMPT BONDS AND TAX CREDITS TO
FINANCE HOUSING PROJECTS IN INDIAN COUNTRY
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Presented by
Ann L. Sherman

1. Introduction

This article outlines some of the financing tools and resources that are used increasingly by tribes
to increase the stock of affordable housing and related development as well as provides a brief summary
of some of the basic provisions of the Native American Housing and Self-Determination Act of 1996
("NAHASDA").

2. Tax-Exempt Debt Issued by the Tribe or its Political Subdivision (Governmental Bonds)

Tribal governments may qualify for reduced tax exempt rates of interest -- i.e., receipt of the
interest payments made on the debt are excludable from the gross income of the lender for federal income
tax purposes.  This exemption enables a lender to offer the tribe a lower rate of interest because the lender
is not taxed on interest paid on the debt.  Tax exempt rates are often as much as 2 percent (200 basis
points) lower than taxable rates.

Pursuant to the federal Indian Tax Status Act of 1986, as amended, Internal Revenue Tax Code of
1986, as amended (the "Code") Section 7871 ("Code Sec. 7871"), Indian tribal governments are treated as
states for certain federal tax purposes, including issuance of tax exempt bonds.

In general, bonds of an Indian tribal government will qualify as tax-exempt bonds only if
"substantially all of the proceeds" will be used "in the exercise of any essential governmental function."
Code Sec. 7871(c).

Pursuant to the Omnibus Budget Reconciliation Act of 1987 (the "1987 Act"), Congress revised
the Code to make clear that the term "essential governmental function" does not include any function
which is not customarily performed by state and local governments with general taxing powers.  Code
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Sec. 7871(e).  Legislative history accompanying the 1987 Act indicates that schools, roads and
governmental buildings are activities "customarily" financed with tax-exempt bonds.  House Ways and
Means Committee Report No. 100-391, 100th Cong., 1st Sess. at 1139 (1987).  A facility will satisfy the
"essential governmental function" standard if "the facility is comparable to facilities that are customarily
acquired or constructed and operated by States and local governments."  H.R. Rep. No. 100-495, 100th

Cong., 1st Sess. at 1012, Fn. 1 (1987).

Thus, examples of projects which should qualify as "essential governmental functions" for the
purpose of tax-exempt Indian tribal bond financing include, among other possibilities:

Tribal governmental administrative offices and equipment;
Tribal police and fire facilities (including vehicles);
Tribal health clinics and hospitals;
Tribal housing projects;
Tribal infrastructure: roads, sidewalks, bridges, sewers;
Tribal utilities: electricity, water and sewer;
Tribal convention or trade show facilities;
Tribal sports facilities and performing arts centers
Tribal schools, libraries and museums;
Tribal facilities for child welfare or family services;
Tribal jails; and
Tribal parks.

As you can see from the above list, qualifying as an Indian tribal government under Code Sec.
7871 can have a tremendous impact on a Tribe and the projects it may wish to undertake.

Most of the existing recognized Indian tribal governments are listed in Revenue Procedure ("Rev.
Proc.") 83-87.  Tribal entities not listed in Rev. Proc. 83-87 may apply for recognition by the Internal
Revenue Service ("IRS") ruling in accordance with Rev. Proc. 84-37.

Most of the existing recognized Indian tribal subdivisions governments are listed in Rev. Proc.
84-36.  Tribal entities not listed in Rev. Proc. 84-36 may apply for recognition by the IRS ruling in
accordance with Rev. Proc. 84-37.

Rev. Proc. 84-37 sets forth procedures under which a governmental unit of an Indian tribe can
request a determination qualifying it for treatment as a state under Code Sec. 7871.  It states that each
request should include how the entity satisfies the statutory definition of an Indian Tribal government and
the actual or proximate date on which the entity satisfied the statutory definition of an Indian tribal
government or was delegated one or more of the sovereign powers of an Indian tribal government.

An "Indian tribal government" means the governing body of any tribe, band, community, village,
or group of Indians, or (if applicable) Alaska natives, that is determined by the Secretary of the Treasury,
after consultation with the Secretary of the Interior, to exercise governmental functions.  Code Sec.
7701(a)(40)(A).  The three generally accepted sovereign powers of states are the power to tax, the power
of eminent domain and the police power.

Tribal instrumentalities, such as utilities commissions, housing authorities and the like can issue
tax-exempt debt "on behalf of" tribes.  While such debt is issued in the name of the tribe, the recourse can
be limited to the revenues or assets of the instrumentality that issues it.
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Generally, a tribal government's debt qualifies for tax exempt treatment only if substantially all of
the loan, lease purchase or bond proceeds (collectively, "obligations") will be used in the exercise of an
essential governmental function.  These obligations are "governmental bonds" under Section 103 of the
Code and require that the housing be owned by the tribe or one of its political subdivisions, or a tribally
chartered corporation wholly owned by the tribe or one of its political subdivisions and must either be
managed by the tribe or a tribal subdivision or, if managed by another entity, the management contract
must comply with special federal rules set forth in final regulations and Revenue Procedure 97-13.

These rules limit the maximum term (including renewal options) of a management contract, based
upon the nature of the management fee.  Under new Federal Regulations that became effective May 16,
1997, if at least 80% of the manager's compensation in each annual period is stated as a fixed fee, the
contract may extend for 10 years, while if at least 95% of the compensation in each annual period is stated
as a fixed fee, the contract may extend for 15 years.  A one time incentive award equal to a single stated
dollar amount will be treated as part of the fixed fee portion of the contract if such fee is triggered by
attainment of either (but not both) a gross revenue or expense target.

If less than 80% of the manager's annual compensation is based on a periodic fixed fee, only
contracts with maximum terms of no more than 5 years are permitted.  The tribe must have the ability to
terminate the management contract, without cause or penalty, at the end of three years.  In addition, at
least 50% of the management fee in each year must be a fixed fee.  The remainder may be stated as a
percentage of gross revenues or some other variable amount, but no amount may be based on a share of
net profits.

Tribes may also take steps to further reduce borrowing costs by designating the obligations as so-
called "bank qualified" obligations under Section 265(b) of the Code.  In order to obtain this designation
the tribe must reasonably anticipate that it will not issue more than $10 million of tax exempt obligations
in the calendar year, the debt must be for essential governmental functions and the tribe must designate
the debt as a "qualified tax exempt obligation" under Section 265(b) of the Internal Revenue Code in a
resolution or ordinance.

3. Tax Exempt Debt Issued by an Issuer Other Than the Tribe

A. State Wide Issuer. In many states a state agency is given the statutory authority to
issue tax-exempt bonds and loan the proceeds to tribal entities.  In Oregon, for example, the Housing and
Community Services Department has statutory authority to loan proceeds of its elderly and disabled bond
proceeds to tribes pursuant to Oregon Revised Statutes Chapter 456 and administrative regulations
promulgated thereunder.  In these situations, if the state or political subdivision is authorized to issue
501(c)(3) or private activity bonds (discussed below), they could loan the proceeds to a tribal entity which
could, in turn, if permitted under their authority, loan the proceeds to a 501(c) or for-profit entity
including a for-profit entity of which the tribal housing authority might be a general partner.  The more
restrictive federal tax code requirements discussed below relating to income requirements and other
matters would then need to be followed.  It should be emphasized that unlike all other state and local
governments, tribes and their political subdivisions were not given the authority under Section 7871 of
the Code to issue private activity bonds for for-profit or 501(c)(3) owned housing.
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B. Local Issuers.  Local housing authorities, cities, counties and hospital facilities authorities
may also have the statutory authority to issue governmental, 501(c)(3) or private activity bonds and loan
the proceeds to a tribal entity or entity of which the tribe is a general partner or involved via a
management contract or other arrangement.

C. Tribal Housing Authorities Organized under State Law.  In certain states, such as
Oklahoma, tribes may organize housing authorities under state law.  While such entities may be subject to
state law procedural requirements and financial accountability rules that tribes may not wish to submit to,
their status as political subdivisions of a state offer significant advantages in the financing of housing
projects on tribal land: they may issue tax-exempt debt under the same circumstances as state and local
housing authorities.  Thus, they can issue debt to finance multi-family housing projects that will be owned
by partnerships or 501(c)(3) organizations, and they may issue debt to make loans to finance single family
housing.

Creation of such an entity, where state law permits, does not prevent a tribe from continuing to
operate or creating an additional housing authority under tribal law.  The state law entity could be used
exclusively for tax-exempt financing purposes, while the tribally created housing authority can be used
for all other housing related purposes.

4. Taxable Debt

If authorized by tribal law, tribes or other political subdivisions can issue taxable bonds or enter
into taxable loans not subject to federal tax law restrictions.  Particularly if issued in conjunction with tax-
exempt bonds, such bonds may carry an interest rate that is more favorable than a standard commercial
loan.  Small taxable bonds issued for project costs that do not qualify under the tax exempt rules (e.g., for
commercial space in a tribally owned housing project) can be a useful tool and are often referred to in the
marketplace as "taxable tails".

5. Federal Tax Code Requirements for "For-Profit" and "501(c)(3)" Tax Exempt Bond Projects

If a tribe wishes to use federally tax-exempt bond financing to finance housing projects that will
be owned by any entity other than the tribe or a tribal authority, it must work with a non-tribal state or
local issued authority that has the power to issue such debt and loan the proceeds to the project owner.  As
with tax credit projects, many federal tax code provisions apply.

A. Multifamily Residential Housing Bonds (for-profit development).

(1)  Volume Allocation.  Private activity bonds loaned to a for-profit developer will
require an allocation of bond volume cap from the state or local issuing body.  Volume cap is
limited, and in most jurisdictions is in short supply.  Volume Allocation may be the killer
requirement.  The Code imposes private activity bond volume ceilings for each state equal to the
greater of $150 million or $50 per capita

(2) Costs of Issuance Limit.  Only 2% of the proceeds of such bonds may be used to
pay for costs of issuance of the transaction.  Any excess costs of issuance must be paid for from
some other source.
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(3) Rehab Requirement.  Such bonds may not be used to acquire existing property
unless significant rehabilitation (equal to at least 15% of the amount of bond proceeds used to
acquire the building) will occur within two years of the project acquisition date.

Such bonds are subject to strict low-income tenant requirements.  Either a minimum of 20% of
the units must be rented to tenants with incomes of 50% or less of the area median income, or 40% of the
units must be rented by tenants with incomes of 60% or less of area median income.  These requirements
will last until the later of (a) 15 years after 50% of the units in the project are occupied, (b) all federal tax-
exempt debt issued to finance or refinance the project has been retired, or (c) the termination of any
Section 8 assistance with respect to the project.  Tenant income is calculated differently for purposes of
the bond rules than it is for purposes of the federal low-income housing tax credit rules.  If a low-income
tenant's income rises beyond 140% of the applicable income limitation, the next available unit of
comparable or smaller size must be rented to a qualifying low-income tenant.

Owners may elect, in the alternative, to rent a minimum of 15% of the units to tenants with
income not greater than 40% of the area median income, if gross rent restrictions are also imposed on the
low-income units.  In such cases, low-income tenant income is permitted to rise to 170% of the applicable
income limit without triggering the requirement to rent the next available unit to a low-income tenant.

The income restrictions terminate if the project is lost through foreclosure, deed in lieu of
foreclosure, or destruction, so long as neither the original owner nor a related party reacquires the project,
and so long as the bonds that financed or refinanced the project are retired within a reasonable time.

All units must have complete kitchens suitable for cooking meals on a regular basis and separate
bathrooms.  A recent private letter ruling suggests that a kitchen may be considered complete if it contains
a microwave oven rather than a conventional stove, at least if the inhabitants of the unit are elderly or
disabled and a conventional stove might pose a safety hazard.  Apartments must not be rented on a
transient basis except in the case of certain transitional housing for the homeless.  PLR 97400007 further
suggests that the residents may not receive series beyond  housing, food and laundry (e.g., any healthcare
or activities services).

B. 501(c)(3) Bonds.  Nursing homes, dormitories and motels may not be financed using
such bonds.  Assisted living facilities may be financed only if the individual units satisfy the requirements
listed above.

State and local government bodies, but not tribes, also have the ability to issue bonds for housing
projects that will be owned by non-profit 501(c)(3) organizations, rather than tribes, tribal housing
authorities or for-profit entities.  These bonds are subject to different requirements than those applicable
to for-profit multi-family housing bonds.  They may never be used in conjunction with tax credits.

The project must be owned exclusively by 501(c)(3) organizations: such bonds can not be used
for projects owned by partnership or partnership type entities in which a 501(c)(3) organization is a
member with a for-profit entity.  At least 95% of the proceeds of the bonds must be used to pay the costs
of property that will not be used by entities other than 501(c)(3) organizations and governmental bodies.
The bonds will lose their tax-exempt status if the non-profit loses its tax exempt status.
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No volume cap is needed: the IRS has not attempted to restrict the amount of tax-exempt debt
that may be issued to finance 501(c)(3) projects.

No income restrictions need be complied with, provided that an independent justification for the
ownership of the project (aside from the provision of low-income housing) is identified as being within
the organization's exempt purpose.

Project units need not have complete kitchens or separate bathrooms.  Income restrictions will not
apply if tenants have special needs, i.e., are elderly or disabled.

Like private activity bonds, no more than 2% of the proceeds of 501(c)(3) bonds may be used to
pay for costs of issuance.

Not all 501(c)(3) organization projects must meet low-income limits: generally, projects that
satisfy some other charitable purpose (i.e., provision of housing to the aged or handicapped) are exempt
from them.

The standards for 501(c)(3) bond-financed housing that is intended to qualify solely on the basis
of tenant incomes are in flux; the IRS has changed the rules three times in the last three years.  The IRS is
currently operating under a proposed Announcement (95-37), which they have directed its agents to use
on a provisional basis until modified, replaced or withdrawn.  Projects that don't comply with the "safe
harbor" (i.e., tests which, if met, will qualify a project without a determination of further facts and
circumstances) may nevertheless be treated as within the charitable purpose of the 501(c)(3) organization
under a facts and circumstances test.  The Announcement sets forth safe harbors regarding the
circumstances under which the IRS will conclude that a housing project is used to provide low-income
housing:

(1) 75% of the units must be rented to tenants whose incomes are no greater than
80% of the area median, adjusted for special conditions.

(2) The remaining 25% of the units may be rented at market rents to tenants without
regard to income limits.

(3) Either 20% of the units must be occupied by tenants with household incomes not
exceeding 50% of the area median or at least 40% must be occupied by tenants with incomes not
exceeding 60% of the area median, in each case adjusted for special conditions.

(4) The very low-income units may be counted toward satisfaction of the 75% test.

(5) Tenants will continue to qualify as low or very low-income unless their income
increases to exceed 140% of the applicable income limit.

(6) Low-income units must be affordable, either by complying with governmentally
imposed rent limits or other rent restrictions acceptable to the IRS.

(7) Organizations have one year after being placed in service to comply.
Special rules apply to bonds used to finance the acquisition of existing housing projects.  Either

the 501(c)(3) organization must perform rehab on the acquired project, over a period not exceeding two
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years, in an amount not less than the greater of the adjusted basis of the building or $5,000 per unit, or,
the project must comply with special low-income requirements, i.e. either 20% of the units must be rented
to tenants with incomes not exceeding 50% of the area median income or 40% must be rented to tenants
with incomes not exceeding 60% of the area median income.

If 501(c)(3) Bonds are used to finance housing for the elderly without regard to tenant incomes,
no income limits apply under federal tax rules.  Each unit must be occupied by at least one member of the
target group.  The project must satisfy what the IRS considers to be the three basic needs of such groups
relating to housing: health, financial security and special physical, social and recreational needs.

The need for special health services will be satisfied if the project has made arrangements with
hospitals, physicians and/or nursing homes to ensure that the health care needs of its residents are
attended to.  The need for financial security will be met if the project is committed to maintain occupants
in residence if they become unable to pay monthly charges subsequent to their admission to the facility,
either through drawing on its own reserves (to the extent consistent with the financial stability of the
project), through seeking whatever support is available under tribal, local and Federal welfare programs
or through soliciting contributions from the general public, or by using some combination of these means.
The need for special services will be satisfied if the project is designed with the special physical, social
and recreational needs of the target population in mind.

6. Tax Credits

A. General

The use of low-income housing tax credits ("LIHTC") as a means to provide equity for housing
projects has been increasing in the housing finance world generally.  The tax credit is beneficial for the
purchaser or investor for a period of ten years.  It creates a dollar-for-dollar reduction of the purchaser's
income tax liability.  Tax credits are allocated to a project as discussed below and then "purchased" by
those for-profit entities that have a federal tax liability which they wish to reduce.  Because the credit
does not begin, basically, until the project is placed in service, purchasers will not want to invest all of
their money at the beginning of the project.  In contrast, the tribe will want the funds early on for
construction, creating a tension between the desire of the tax credit purchaser/investor to put in their
money late and the tribe's need for construction financing.  In order to receive tax credits, numerous
federal tax law requirements must be met.

In addition to LIHTC, low-income housing projects may generate taxable losses in the early years
which result in a reduction of the taxpayer's regular tax liability in proportion to their marginal tax rate.
Certain low-income housing projects which involve the substantial rehabilitation of a certified historic
structure may also generate a substantial one-time historic rehabilitation tax credit in the year the project
is placed in service. However, any historic rehabilitation tax credit allowed will reduce the eligible basis
of the project for purposes of computing the LIHTC.

The LIHTC is transferable along with a qualified low-income housing project during the 10-year
credit period. The transferee can claim the annual LIHTC for the remainder of the 10-year credit period
(less any accelerated LIHTC claimed by individual taxpayers on a one-time basis). The OBRA of 1993
provides that the transferor and transferee may agree to use either the exact number of days or the
mid-month convention to determine the division of the LIHTC in the month of disposition.
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Potential recapture of LIHTC claimed in prior years may result from (1) a failure to comply with
the requirement to maintain the project as a qualified low-income housing project, (2) a reduction in the
low-income occupancy of the project, or (3) an unauthorized transfer or disposition of the project or an
interest in the project during the 15-year compliance period.  Recapture is limited to the "accelerated
portion" of the LIHTC allowed in prior years plus interest from the year or years allowed. The
"accelerated portion" is equal to one-third (1/3) of the LIHTC allowed in prior years if the recapture event
occurs during the first 11 years and declines ratably during the 12th through 15th years of the compliance
period.  Recapture can be avoided in connection with the transfer of a project if the transferor posts a
bond in an amount prescribed under Treasury Department guidelines and provides reasonable assurances
of continued compliance by the transferee for the remainder of the 15-year compliance period. Bond
factors are published on a quarterly basis.

B. LIHTC Project Eligibility

(1) Minimum Set-Aside and Extended Use Requirements:

In order for a residential rental project to constitute a qualified low-income housing
project for LIHTC purposes, the project must irrevocably elect to meet one of the following
minimum setaside requirements:

(a) at least 20% of the residential units must be made available to tenants
with incomes at or below 50% of the area median income, or

(b) at least 40% of the residential units must be made available to tenants
with incomes at or below 60% of the area median income, or

(c) at least 15% of the residential units must be made available to tenants
where certain deep rent skewing rules apply.

The minimum set-aside requirement must be met within 12 months of the date the project
is placed in service and must be complied with continuously for 15 years from the start of the first
taxable year in which the LIHTC is claimed.

Projects receiving allocations of LIHTC after 1989 must be subject to a 30-year extended
low-income use agreement which restricts the transferability or operation of the project for other
than continued low-income use after the initial 15-year compliance period. The restrictions must
be recorded as restrictive covenants binding on all subsequent transferees, except through
foreclosures or transfers in lieu of foreclosure.

Under the extended low-income use agreement, the property may be transferred after the
expiration of the initial 15-year compliance period for continued low-income use, but the property
may be converted to market rate use and disposed of only after the state housing credit agency
has tried and failed to find an eligible purchaser for the property at a price based on a formula
during the one-year period after receiving written notice of the owner's intent to dispose of the
property. The project owner may give notice anytime after the 14th year of the compliance
period. If no purchaser is located by the housing agency and the property is converted to market
rate use, a three-year transition period must be observed whereby existing low-income tenants
may not be evicted and rent restrictions will continue to apply to such tenants.
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Section 41(h)(6) of the Code imposes a variety of requirements relating to extended use
agreements that present unique issues in tribal projects.

Under an extended use agreement, "individuals" who meet the applicable income
limitations must be given the right to enforce certain aspects of the extended use low-income
housing commitment in "any State court."  Most tribes will be willing to grant aggrieved tenants
the right to enforce the provisions of the extended use commitment in tribal court, subject to the
provisions of tribal law, but will not be willing to permit enforcement in state court.  The right to
enforce the extended use agreement in tribal court should satisfy this requirement, although some
counsel may disagree.

Similarly, if a project located on reservation limits eligible tenants to tribal members and
their spouses who meet the income limits, the tribes will want to restrict the category of persons
who can enforce the extended use commitment to such persons, and not allow non-tribal
members and spouses to enforce the commitment simply because their income meets the income
limits.  If credits can be allocated to such projects despite the restriction of eligible tenants to
tribal members and spouses, the extended use rules should not cause a problem.

The Code provides that the extended use agreement must be "recorded pursuant to State
law as a restrictive covenants."  Recording pursuant to tribal law, however, should suffice.

(2) Other Project Eligibility Requirements:

Scattered site housing may be treated as a single project provided that 100% of the
dwelling units are qualified low-income units and there is a common plan of financing.  The
allocation of LIHTC may be made on a per project rather than on a per building basis, although
separate BIN numbers will continue to be required for each low-income building.  The project
must not be a hospital, nursing home, sanitarium, life care facility, retirement home, or trailer
park. However, in certain circumstances, a retirement type facility may qualify as residential
rental property notwithstanding that significant services other than housing are furnished to
tenants.  Project owners may allow certain rights of refusal to purchase low-income units at the
expiration of the 15-year compliance period to the individual tenants, tenant cooperatives,
resident management corporations, qualified nonprofit organizations, and governmental agencies
without jeopardizing the availability of the tax benefits associated with the LIHTC program.

In order to qualify for LIHTC in connection with the acquisition of an existing building,
such building must not have been placed in service during the preceding 10-year period.
Exceptions to the 10-year placed-in-service rule exist for certain nontaxable transfers.
Furthermore, provisions exist to petition the IRS for waiver of the 10-year placed-in-service rule
in certain specified circumstances. For example, there is a waiver exception for existing
low-income housing which is subject to a HUD insured mortgage that is eligible for prepayment
if the exception is necessary to avert the conversion of the property to market rate use. There is
another waiver exception for certain buildings acquired from failed financial institutions,
including such property acquired and held by the RTC.
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Projects constructed on trust land will be constructed on land subject to a ground lease.
NAHASDA has extended the maximum term of such lease to 50 years, which will make these
transactions easier to accomplish.

(3) Qualified Low-Income Housing Units:

The LIHTC is available only with respect to units that meet the definition of a qualified
low-income housing unit.

A qualified low-income housing unit is a unit that is:

(a) leased to an income eligible tenant (as defined below);

(b) rent-restricted (as defined below);

(c) suitable for occupancy under state and local health or building rules and
regulations (although violations may be cured within a specified period of time);

(d) used on a nontransient basis, which is defined as being subject to a lease
with a minimum term of 6 months, except with respect to single room occupancy (SRO)
units which may be leased on a month-to-month basis;

(e) not leased to an all-student household (although dwelling units occupied
by students receiving AFDC payments do not fail to qualify); and

(f) available to the general public, i.e., does not discriminate in favor of or
against special populations except as allowed under HUD guidelines (e.g., preferences to
certain classes of tenants such as the elderly, homeless, disabled and/or handicapped,
does not violate the general public use requirement).  This requirement could prevent
restrictions to tribal members unlike tax exempt bond financing.

(4) Area Median Income and Tenant Income Eligibility:

Area median incomes are published annually (as of February) by HUD.  Median income
standards are adjusted for family (household) size.

The following table reflects the adjustments for one- to four-person households:

Family Percentage of Area Median Income
Size 50% Standard 60% Standard

4 50% 60%
3 45% 54%
2 40% 48%
1 35% 42%

Tenants must qualify as low-income tenants not only on initial occupancy but also on a
continuing basis.  Each year the project owner must certify the level of low-income occupancy.
Income is defined broadly in the same manner as under HUD guidelines and is not limited to
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taxable income. For example, imputed interest income on below-market rate deposits in qualified
continuing care facilities is to be taken into account in determining tenant income.  Tenants will
still be considered to be low-income tenants provided that their income does not exceed 140% of
the applicable qualifying income standard (i.e., 50% or 60% of the area median income for the
current year, adjusted for family size).  When the income of a tenant exceeds 140% of the
qualifying income standard, that tenant's unit ceases to be a qualified low-income unit unless the
project owner continues to rent units of comparable or smaller size that subsequently become
vacant to tenants with qualifying income. Similarly, rent restrictions continue to apply to the unit
until the tenant vacates the unit.  Vacated low-income units are still considered to be qualified
low-income housing units (unless rented to non-eligible tenants) assuming reasonable attempts
are made to rent the units and no comparable or smaller units are rented to non-eligible tenants.
The OBRA of 1993 provides that an applicant may not be denied admission to a low-income
housing tax credit project because the applicant holds a voucher or certificate of eligibility under
Section 8 of this Housing Act of 1937.

(5) Rent Restriction and Definition of Gross Rent:

Residential units do not constitute qualified low-income housing units unless they are
rent restricted.  The gross rent paid by a tenant may not exceed 30% of the qualifying income
standard (i.e., 50% or 60% of area median income for the current year, adjusted for family size).
The maximum gross rent allowable in the initial year serves as the minimum rental floor in
subsequent years; therefore, a subsequent decrease in area median income will not result in a
decrease in gross rent.

Gross rent is defined as the total rental or occupancy charges for a unit including all
utilities except telephone. If utilities are paid directly by the tenants, a utility allowance must be
provided which reduces the maximum rent that can be charged to tenants. The source of utility
allowances depends on the nature of the building and the existence of any government regulation
or rental assistance. Utility allowances must be updated whenever rents are revised. An interested
party may challenge a utility allowance under a designated procedure.  Gross rent does not
include any federal or state rental subsidies.  Gross rent does not include certain fees paid to the
project owner by a government agency or a 501 (c)(3) organization under a rental assistance
program where the rental assistance and supportive services are not separable.

Gross rent does not include any payments to third parties for the provision of meals,
laundry, housekeeping and other services. However, payments for such services to the project
owner would be includable in the definition of gross rent if such services are a condition of
occupancy. If continual nursing, medical, or psychiatric care is provided it will be presumed that
such services are mandatory. For projects receiving credit allocations after 1991, meals provided
in a common dining facility will be presumed to be mandatory if no practical alternative exists for
tenants to obtain meals other than at the common dining facility.

Project owners must determine whether or not tenants satisfy the income limitations
based on actual family size, but must use unit size rather than family size as the basis for
determining rent restrictions. For single room occupancy units or studios (units with no separate
bedroom), the number of occupants is assumed to be one (1). For all other units, the number of
occupants is assumed to be 1.5 times the number of separate bedrooms. The following table
illustrates this:
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Number of Deemed Number
Separate Bedrooms of Occupants

O-BR 1
1-BR 1 1/2
2-BR 3
3-BR 4 1/2
4-BR 6

C. LIHTC Allocations and Program Administration

The LIHTC program is administered by the states through designated housing credit agencies.
For example, the applicable housing credit agency in the state of Oregon is the Oregon Department of
Housing and Community Services and in Washington is the Washington State Housing Finance
Commission, which are the same state agencies empowered to issue tax-exempt bonds for single- and
multi-family housing.  Each state is granted annual credit authority of $1.25 per capita per year.

Certain projects financed with tax-exempt bonds are eligible for LIHTC without receiving an
allocation and without reducing the state's annual credit authority. In order to qualify, 50% or more of the
aggregate project costs must be financed with tax-exempt bonds which are subject to state volume cap
limitations. However, the project must still be consistent with the qualified plan of allocation. State
housing credit agencies are required to evaluate the financial feasibility of projects and to give
consideration to other available subsidies committed to the project and to adjust the amount of credit
allocated to the project accordingly.  State housing credit agencies are required to consider as a factor in
project evaluations the degree to which each credit dollar would be used for project costs, not including
the cost of intermediaries.  The consideration of other sources of financing, other available subsidies, the
amount of credit needed by a project to be financially feasible, and the degree to which each credit dollar
would be used for project costs is typically accomplished through an equity gap analysis and the selection
of a tax credit equity factor.

The OBRA of 1993 requires a housing credit agency to consider the reasonableness of the
developmental and operational costs of a project as an additional factor in making its determination as to
the proper amount of low-income housing tax credits to allocate to a project. However, the provision is
not intended to create a national standard of reasonableness. It is intended for allocating agencies to set
standards of reasonableness reflecting the applicable facts and circumstances including the location of the
projects and the uses for which the projects are built.

Not less than 10% of each state's annual credit authority must be reserved for the exclusive use of
qualified nonprofit organizations. The nonprofit organization must materially participate in the
development and operation of the project and must own (directly or indirectly) an interest in the project
throughout the 15-year compliance period. Finally, the nonprofit organization may not be affiliated with
or controlled by a for-profit organization.
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D. Determination of Annual LIHTC

The annual LIHTC amount during the 10-year credit period is based on a formula which consists
of multiplying the "qualified basis" of each low-income building in the project (determined as of
December 31 of each year during the credit period) by the annual "credit percentage".  At the election of
the taxpayer, the 10-year credit period may begin either in the year in which each low-income building in
the project is placed in service or in the subsequent year. The project owner is deemed to defer the start of
the credit period unless she affirmatively elects to start it in the year each low-income building in the
project is placed in service.  A first year credit adjustment is required to reflect the actual low-income
occupancy for the year (determined on a monthly basis), and the balance of the annual LIHTC amount
from the first year is available in the eleventh year.

Qualified basis is the fraction of a project's eligible basis attributable to the low-income units.
acquisition and rehabilitation or construction of qualified low-income housing units.  The low-income
fraction for a project is based on the lesser of the ratio of the number of qualified low-income housing
units to the number of total residential units in the project or the ratio of the total floor area of the
qualified low-income housing units to the total floor area of all residential units in the project.

The IRS has ruled that the adjusted basis of a unit in a qualified low-income building occupied by
a full-time resident manager is included in the building's eligible basis, but the unit is excluded from both
the numerator and denominator of the applicable fraction for purposes of determining the building's
qualified basis (Rev. Rul. 92-61). Such ruling probably would extend to units occupied by full-time
resident maintenance personnel or other on-site personnel. The significance of the ruling is that such
resident managers or others are not subject to applicable median income limitations.

Eligible basis consists of (1) the properly capitalized and depreciable costs of new construction,
(ii) the properly capitalized and depreciable costs of a substantial rehabilitation, and (iii) the cost of
acquisition of certain existing buildings if a substantial rehabilitation is performed, and is determined at
the end of the first taxable year of the credit period.  In certain qualified census tracts or difficult to
develop areas designated by HUD, the eligible basis of new construction or substantial rehabilitation
expenditures will be deemed to be equal to 130% of the amount that the eligible basis would otherwise
be. This effectively increases the maximum potential annual credit allocation, although the final
allocation will be subject to the state housing credit agency's project evaluation and equity gap analysis.
Eligible basis consists only of properly capitalized and depreciable costs, including furnishings and other
personal property, but excluding land and other separately capitalized costs (whether amortizable or
non-amortizable) such as organization costs, syndication costs, marketing and other pre-opening costs,
permanent financing costs, and excluding project reserves and deductible expenses.  Eligible basis must
be reduced by the amount of any historic rehabilitation tax credit allowed which is attributable to
residential rental property.  In connection with certain transitional housing for the homeless, eligible basis
may include any portion of a building used to provide supportive service.

The annual "credit percentage" which is used to determine the annual LIHTC amount, depends on
several factors, including the nature of the project (i.e., new construction, rehabilitation or acquisition),
the nature of the financing (i.e., with or without a federal subsidy), and the date the project is placed in
service or the date which a reservation contract is entered into.

A 70% present value credit (which represents an annual credit percentage of approximately 9%)
is allowed in connection with the new construction or substantial rehabilitation of qualified low-income
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housing, units provided they are not financed with tax-exempt bonds, below-market rate federal loans or
other federal subsidies.

A 30% present value credit (which represents an annual credit percentage of approximately 4%)
is allowed in connection with the new construction or substantial rehabilitation of qualified low-income
housing units financed with tax-exempt bonds, below-market rate federal loans or other federal subsidies,
or the acquisition of existing qualified low-income housing units not previously placed in service in the
preceding 10 years provided such units are to be substantially rehabitated.  The 70% and 30% present
value credit percentages are published monthly by the Treasury Department based on a formula.

A project owner is allowed to elect either to use the credit percentage published for the month in
which the owner enters into a credit reservation contract with the allocating housing agency (provided a
written election is made within the first 5 days of the following month) or to use the credit percentage
published for the month each building is placed in service. The credit percentage will remain the same for
the entire 10-year credit period.

A substantial rehabilitation is a rehabilitation in which the rehabilitation expenditures during a
given 24-month period equal or exceed the greater of $3,000 per low-income unit or 10% of the
unadjusted basis of the building as of the beginning of the applicable 24-month period.  The credit period
with respect to acquisition costs may not begin prior to the credit period for the related rehabilitation
costs.

E. Treatment of Other Subsidies

The amount of any federal grant must be excluded from eligible basis. Non-federal grants
arguably are not excluded from eligible basis, although the IRS has raised concerns regarding this result.
Accordingly, most non-federal grants have been restructured as deferred loans.  The project owner may
elect to exclude the amount of any tax-exempt financing or below-market rate federal loan from the
eligible basis of new construction or substantial rehabilitation and apply the 70% present value credit to
the remaining eligible basis in lieu of applying the 30% present value credit to the entire eligible basis.

Repayment of tax-exempt financing or below-market rate federal loans before the date the project
is placed in service does not result in the reduction in the amount of any LIHTC available.

Below-market rate federal loans include Farmers Home Administration Section 515 loans and
any loans made or subsidized, directly or indirectly, with funds from Community Development Block
Grants, Urban Development Action Grants, Housing Development Grants, Rental Rehabilitation Grants,
or other federal grant or loan programs where the interest rate to the project is below the Applicable
Federal Rate (which depends on the date and term of the loan).  As enacted, the Native American Housing
Assistance and Self-Determination Acto f 1996 ("NAHASDA") will make it impossible for most projects
in Indian country to qualify for the 9% tax credit, unless the owners elect to reduce their eligible  basis by
the amount of assistance received under NAHASDA.  Prior to the enactment of NAHASDA, most
housing assistance to projects in Indian country was funneled through programs (i.e., IHOME) which are
exempt from the adverse treatment to which other types of federally subsidized housing projects were
subject under the tax credit.  Assistance under NAHASDA, as currently written, is not exempt under the
Act.
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Grants or below-market rate loans from state or local government agencies funded from the
proceeds of tax-exempt bonds will be considered to be federal subsidies. Where state or local funding
sources include general revenues, other revenues (e.g., earnings on security deposits or broker deposits)
and tax-exempt bond proceeds, grants and loans should be funded only out of general or other revenues to
the extent possible.

The OBRA of 1993 provides that a building will not be treated as federally subsidized solely by
reason of receiving below market financing derived from Federal HOME Program funds if at least 40% of
the residential units are occupied by individuals with income at or below 50% of the area median income
(or at least 25% of such units in projects located in certain high cost areas, although the 130% high cost
area adjustment to eligible projects which may be otherwise available is not available in this context).  A
below-market rate loan will not be considered to be a below-market rate federal loan solely by reason of
receiving an interest subsidy under the FHLB Affordable Housing Program.  Certain Community
Development Block Grants are also excluded from being treated as below-market rate federal loans.  State
or local below-market rate loans do not reduce the amount of the LIHTC.  LIHTC is denied to projects
receiving Section 8 moderate rehabilitation assistance (other than those funded under the Stuart B.
McKinney Homeless Assistance Act of 1988) but not to those receiving Section 8 tenant or project-based
assistance (i.e., vouchers or certificates).  The LIHTC attributable to acquisition costs of existing qualified
low-income housing units is based on the 30% present value credit and therefore is unaffected by how
they are financed (other than by federal grants if acquisition credit on existing buildings are anticipated).
The determination of whether new construction or rehabilitation is federally subsidized is made without
regard to the source of financing for the acquisition of land or an existing building.

F. Compliance Monitoring

The RRA of 1990 mandated compliance monitoring of LIHTC projects by state housing credit
agencies beginning as of January 1, 1992. A monitoring procedure must be included in a qualified
allocation plan and such monitoring must apply to all LIHTC projects, including projects with LIHTC
allocations prior to 1992.  Proposed rules for compliance monitoring of LIHTC projects were published
by the IRS on December 27, 1991. Final rules were published on September 2, 1992, and were effective
on June 30, 1993. However, the requirement that qualified allocation plans provide a monitoring
procedure is effective January 1, 1992.  Under the proposed regulations, a monitoring procedure must
contain certain recordkeeping and retention provisions, certification and review provisions, auditing
provisions, and provisions for notifying project owners and the IRS of noncompliance or lack of
certification. The provisions specified in the regulations are minimum requirements. A compliance
procedure may contain additional or more strict provisions or requirements.

G. Application of IRC Section 183 Not-For-Profit Rules to LIHTC Projects

In general, IRC Section 183 disallows losses, deductions or credits attributable to activities not
engaged in for-profit activities.  No explicit reference is contained in IRC Section 42 or its legislative
history regarding its interaction with IRC Section 183. However, the legislative history of the LIHTC
program indicates that Congress contemplated that tax benefits (including credits, losses and deductions)
would be available to taxpayers investing in low-income housing, even though such would not otherwise
provide a potential for economic return.

Historically, the IRS has not attempted to apply IRC Section 183 to subsidized housing in fact,
has issued a series of favorable private letter rulings for housing, and, low-income housing projects under



A:CHGOHOU.99

16

IRC Section 42. However, the private letter rulings have no precedential value for taxpayers other than
the one requesting the ruling and the rulings generally only addressed the non applicability of IRC Section
183 to the LIHTC available under IRC Section 42 and not to the availability of losses and deductions
attributable to LIHTC projects.

On June 10, 1992, the IRS adopted final regulations (Regs. Section 1.42-4) which provide that, in
the case of a qualified low-income building with respect to which the LIHTC is allowable under IRC
Section 42, IRC Section 183 does not apply to disallow losses, deductions or credits attributable to the
ownership and operation of the building. The regulations are retroactive for all qualified low-income
buildings placed in service after December 31, 1986.

The regulations are appropriate in light of the rent restrictions required under IRC Section 42 and
the provisions which encourage the participation of nonprofit sponsors in the LIHTC program.  The
regulations provide some additional flexibility in structuring LIHTC investments. They could be
interpreted to support disproportionate sharing of economic benefits (if any) in favor of the sponsor or
favorable buy-out provisions in favor of the sponsor. However, the regulations specifically state that
losses, deductions or credits attributable to the ownership and operation of a qualified low-income
building may be limited or disallowed under other statutory provisions or principles of tax law. The
regulations cite as examples the general business credit limitations, interest expense limitations, at-risk
limitations, and the passive activity limitations and case law examples dealing with the analysis of sham
transactions, economic substance and ownership.

In light of the regulations and the fact that most LIHTC project's are owned and operated in a
partnership setting, the most important limitations on the availability of the related tax benefits are in the
regulations under IRC Section 704(b) dealing with partnership allocations.

H. Partnership Allocations

It is not possible to transfer or sell low-income housing tax credits separate and apart from the
LIHTC project. The credits are available only to the owner or owners of the LIHTC project. However, it
is possible to transfer a LIHTC project together with the credits either prior to or during the 10-year credit
period and all or the remaining portion of such credits will be available to the transferee provided the
transferee complies with the requirements of the LIHTC program.  The goal of allocating tax benefits and
economic benefits disproportionately among different parties can be accomplished (within reasonable
limitations) by using a partnership vehicle for the ownership of a LIHTC project. For federal income tax
purposes, a partnership is treated as a conduit or pass-through entity whereby all partnership tax items are
taxed to the individual partners and are allocable among the partners pursuant to a partnership agreement,
subject to regulations which determine the validity of partnership allocations.

While either a general partnership or limited partnership can be used, a limited partnership is
usually the vehicle of choice because it affords the general partner-sponsor control of day-to-day matters
and the limited partner(s) -investor(s) pass through of tax benefits with limited liability.  A typical LIHTC
partnership will often provide that 99.9% of all tax credits and taxable losses will be allocable to the
investor(s) and .01% to the sponsor, and that 50% of all cash flow from operations and proceeds from sale
or refinancing of the project will be allocable to the investor(s) and 50% to the sponsor. The validity of
such allocations must be determined pursuant to the regulations under IRC Section 704(b).
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The applicable regulations do not specifically address the allocation of low-income housing tax
credits among partners. The only provisions that address the allocation of tax credits generally were
drafted prior to the enactment of the LIHTC program.

Most commentators believe that the applicable regulations that control are those that address the
allocation of credits other than the investment tax credit. These regulations indicate that credits which are
attributable to partnership expenditures should be allocated in the same manner as losses and deductions
attributable to the expenditures which give rise to such credits. Thus, since the LIHTC is attributable to
expenditures for the acquisition and substantial rehabilitation or new construction of low-income housing,
the LIHTC should be allocated among the partners of a partnership in the same manner as the ordinary
losses, depreciation and other deductions from the ownership and operation of the low-income housing.

Based on the above conclusion that the LIHTC should be allocated in accordance with
partnership losses and deductions, the focus in determining the validity of allocations in a LIHTC
partnership is on the validity of the loss allocations during the entire term of the partnership, but
particularly during the 10-year credit period. The technical requirement is that loss allocations must have
substantial economic effect.

Under the applicable regulations, loss allocations (and, hence, LIHTC allocations) are valid (i.e.,
have substantial economic effect) as long as the partnership agreement contains certain mandatory
provisions regarding the proper maintenance of partner capital accounts and the distribution of proceeds
on liquidation of the partnership in accordance with partner capital account, and the capital accounts of
partners receiving loss allocations are not reduced below zero.

In the event that loss allocations would or likely could reduce partner capital accounts below zero,
such allocations which actually would reduce partner capital accounts below zero will still be considered
to be valid (i.e., have substantial economic effect) provided that (1) the partners receiving such allocations
are obligated to restore the deficit (if any) that remains in their capital account upon liquidation of the
partnership, or (2) the losses are attributable to nonrecourse deductions (i.e., deductions attributable to
nonrecourse liabilities of the partnership) and the partnership contains certain mandatory provisions
regarding the allocation of nonrecourse deductions and the allocation of partnership minimum gain
among the Partners.

Deficit restoration obligations are not acceptable to most investors because they tend to
ameliorate their limited liability as limited partners.  However, it may be advisable to provide investors
the right to adopt optional limited (as opposed to unlimited) deficit restoration obligations under the
partnership agreement in the event the partnership may unexpectedly in the future have some recourse
indebtedness or temporarily may not technically have partnership minimum gain to support the allocation
of nonrecourse deductions.  In light of the unacceptability of deficit restoration obligations, the
importance of having nonrecourse financing and the appropriate provisions in the partnership agreement
cannot be overemphasized. The key provisions are referred to as qualified income offset and minimum
gain chargeback provisions.

In summary, once the capital accounts of the investor partners are reduced to zero, any further
loss allocations to such partners will be invalid and will be subject to reallocation to other partners with
positive capital accounts or to the general partner unless the partnership has both nonrecourse financing
proper qualified income offset and minimum gain chargeback provisions. Ideally, partner capital accounts
and partnership minimum gain should be projected over the anticipated holding period (e.g., the 15-year
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compliance period) based on projected partnership losses and distributions to identify any potential
allocation problems.

Some investors insist that all partnership allocations from the ownership and operation of a
LIHTC project be consistent during the holding period to provide even greater certainty that such
allocations will be deemed to be valid. The applicable regulations provide that, in the absence of having
substantial economic effect, an allocation will be deemed to have substantial economic effect if it is made
in accordance with the partners' interests in the partnership. If all allocations are consistent, such
allocations are likely to be in accordance with the partners' interests in the partnership. Therefore, it is not
unusual to see 99.9% of all items of income, gain, loss, deduction and credit and all distributable cash
flow from operations allocated to the investor(s)-partner(s) in a LIHTC partnership.  Since the typical
LIHTC partnership arrangement permits the general partner-sponsor to retain 50% of the distributable
cash flow from operations, the general partner-sponsor's share of such cash flow can be paid in the form
of a deductible incentive management fee rather than a non-deductible partnership distribution. For
example, the payment of an incentive management fee equal to 49.5% of distributable cash flow (where
all partnership items are allocated 99.9% and 1%, respectively, between the investor(s)-partner(s) and the
general partner-sponsor) directly and indirectly results in both parties receiving approximately 50% of the
distributable cash flow. (100% - 49.5% = 50.5% X 99% = 50%; 49.5% + (50.5% X 1%) = 50%).

The theory is that the payment of a reasonable incentive management fee will not be considered
to be a partnership allocation or distribution, but will reduce the amount of distributable cash flow and
reduce the amount of partnership taxable income or increase the amount of partnership taxable loss
allocable to the investor(s)-partner(s).  The result is that the general partner-sponsor is subject to tax on
the incentive management fee income and the investor(s)-partner(s) receive an additional tax benefit from
the deductible fee. The arrangement is particularly attractive to a nonprofit sponsor who is not taxed on
the fee income.

Maintaining consistent allocations (i.e., 99.9% of all items) generally does not apply to residual
allocations of proceeds from the sale or refinancing of the LIHTC project (which typically are allocated
50% to each party) except in certain cases involving nonprofit general partner-sponsors where
consistency among all allocations including residual allocations is necessary to avoid the impact of the
tax-exempt use rules which result in the imposition of a less favorable depreciation schedule to the extent
of the nonprofit partner's greatest percentage allocation of items of profit (income, gain, or distribution)
during the entire term of the partnership.  There are several techniques which can enable a general
partner-sponsor to retain a disproportionate share of cash flow from operations in excess of 50%. One
technique is to provide for a fixed annual or inflation adjusted asset management or partnership
management fee before applying the standard cash flow sharing or incentive management fee
arrangement. The result, depending on the level of the fixed annual or inflation-adjusted fee, can be that
the sponsor effectively retains significantly more than 50% of the cash flow from operations.

Another technique corresponds to the not uncommon situation where the general partner-sponsor
advances a portion of its maximum allowable development fee back to the partnership as a loan. The
maximum allowable development fee must be paid in full on or before the last day of the first taxable
year of the credit period to be includable in eligible basis and a portion must be loaned back to the
partnership because of insufficient funds.

The portion of the maximum allowable development fee which is loaned back to the partnership
(frequently referred to as the deferred development fee loan) can be repaid first out of available
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partnership cash flow, together with interest at a rate equal to or greater than the applicable federal rate,
before the distribution of cash flow to partners.

I. Jurisdictional Issues.  Section 42(h)(7)(D) of the Code provides that housing credit
agencies may allocate credit dollar amounts only to projects "located in the jurisdiction of the
governmental unit of which such agency is a part."  For certain purposes of federal law, Indian
reservations are not located within the "jurisdiction" of a state, but rather are sovereign nations not subject
to state jurisdiction.

The state of North Dakota filed a private letter ruling request on a similar issue with the IRS in
1995.  The letter ruling request was withdrawn for reasons unrelated to the substantive issue involved,
although informal conversation with IRS personnel indicated that the IRS viewed an Indian reservation as
being within the jurisdiction of a state for purposes of both the tax credit rules and the volume cap rules
relating to the issuance of private activity single family and multifamily volume cap rules.  Therefore, it
appears that tax credits and volume cap can be allocated to projects located in Indian country.

7. Credit Enhancement/Securities Laws

With respect to publicly offered tribal debt, such as bonds, a letter of credit can be used as credit
enhancement and serves two functions.  It provides credit enhancement for the underlying tribal
obligation, but it also provides an exemption from federal securities registration requirements.  Unlike
securities issued by states or their political subdivisions, securities issued by a tribe, are not exempt
securities under Section 3(a)(2) of the Securities Act of 1933 unless they qualify as an exempt security by
using a letter of credit, an exempt transaction (i.e., private placement to 35 or fewer accredited investors)
or Rule 144A (i.e., sold to qualified institutional buyers).

8. NAHASDA Basics

A. Overview:

(1) Signed into law as Public Law 104-330, 25 USC ¶ 4101-4212 on October 26,
1996.

(2) In October 1997 Congress appropriated $600 million for FY 98.  Congress also
appropriated $5 million for the Section 184 Indian Housing Loan Guarantee Program and $5 million for
NAHASDA's Title VI Loan Guarantee program.

(3) NAHASDA eliminates most existing housing programs (e.g., IHOME, Section 8
rental assistance, etc.) and establishes a formula based block grant program to be allocated to Indian tribes
or their tribally designated housing entity (TDHE).

(4) The particulars of the Indian Housing Block Grant (IHBG) formula and the rules
for implementing NAHASDA were developed using the negotiated rule making process pursuant to
which draft rules were proposed and finalized by the committee on October 27, 1997.  The final rule has
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been codified in 24 CFR 1000.  Currents drafts and information on the final rule can be obtained from the
HUD web page at:

http://www.DOMINO.HUD.GOV/IHP/referenc.nsf

(5) NAHASDA sets out a five-part "primary objective" as follows:

(a) to assist and promote affordable housing activities to develop, maintain, and
operate affordable housing in safe and healthy environments on Indian reservations and in other
Indian areas for occupancy by low-income Indian families;

(b) to ensure better access to private mortgage markets for Indian tribes and their
members and to promote self-sufficiency of Indian tribes and their members;

(c) to coordinate activities to provide housing for Indian tribes and their members
with Federal, State, and local activities to further economic and community development for
Indian tribes and their members;

(d) to plan for and integrate infrastructure resources for Indian tribes with housing
development for tribes; and

(e) to promote the development of private capital markets in Indian country and to
allow such markets to operate and grow, thereby benefiting Indian communities.  Indian area is
defined as the area within which a tribally designated housing entity is authorized by one or more
Indian tribes to provide assistance under this chapter for affordable housing.

(6) NAHASDA requires HUD's Office of Native American Programs ("ONAP") to
make the block grants directly to the Tribe or TDHE.  If, on October 1, 1997, a tribe had in existence an
existing Indian Housing Authority ("IHA") and the tribe did not designate itself or any other entity to be
the recipient of the block grant funds, then the existing IHA became the tribe's TDHE by default.  It is
important to note that in many cases the tribal ordinance establishing and governing the IHA may need
revision in order to develop housing in accordance with NAHASDA (e.g., leveraging, middle income,
etc.).

Each tribe or TDHE must submit an Indian Housing Plan (IHP) which is comprised of a
five-year plan and a one-year plan.  The five-year plan contains an overview of the recipient's mission
statement, goals and objectives, and a statement of the activities planned for the five year period that will
enable the recipient to meet its mission, goals and objectives.  The one year plan is a detailed description
of the goals and objectives of the tribe or TDHE that will be accomplished in that one year period.  It
includes a description of the housing needs of the low-income Indian families residing in the jurisdiction
of the tribe, a statement of the financial resources comprising the operating budget of the tribal housing
program, and the resources the recipient has available to perform affordable housing activities.

B. IHBG

(1) Low Income/Affordable Housing Issues.
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(a) Income Requirements:  Subject to certain statutory exceptions, assistance
under NAHASDA "shall be limited to low-income Indian families on Indian reservations
and other Indian areas."  A low-income family means "a family whose income does not
exceed 80 percent of the median income for the area."  Median income, in turn, is defined
as the greater of the median income for the Indian area, which the tribe or TDHE serves,
which the Secretary shall determine, or the median income for the United States.

In addition to carrying out "affordable housing" activities as defined in
NAHASDA and discussed below, Congress emphasized throughout the Act that the
federal investment in Indian housing must be maintained.  NAHASDA tribes and TDHEs
are required to use part of their grant to continue to maintain and operate the housing
developed under the 1937 Housing Act.  Recipients also must protect the federal
investment in Indian housing by maintaining adequate insurance coverage for all housing
units that are owned, operated or assisted with NAHASDA grant amounts.

A tribe or TDHE can serve Indian families that are not low-income, but only in
limited circumstances.  The Act provides for three exceptions to the low-income family
requirement:  (1) homeownership activities under section 4132(2) of NAHASDA, (2)
"model activities" under section 4132(6) of NAHASDA, and (3) loan guarantee activities
under Title VI of NAHASDA.  Section 4131(b)(2) requires that assistance for these kinds
of activities can be provided to non-low-income families only "to the extent that the
Secretary approves the activities ... because there is a need for housing for such families
that cannot reasonably be met without such assistance."  In the negotiated rulemaking
process, the Secretary agreed that tribes and TDHEs "may use up to 10% of the
recipient's annual grant amount for families whose income falls within 80 to 100% of the
median income without HUD approval."  Thus, to use more than 10% of the NAHASDA
block grant to serve families in the 80-100% of median income range or to serve families
with incomes more than 100% of median income, a tribe or TDHE must receive prior
HUD approval.

(b) Affordable Housing:  The term "affordable housing" is defined as
housing that complies with the requirements for affordable housing under Title II of the
Act and includes permanent housing for homeless persons who are persons with
disabilities, transitional housing and single room occupancy housing.  Title II states that
the essential requirement for housing to be considered affordable is that the tribe or
TDHE may charge low-income families rent or homebuyer payments that equal no more
than 30% of the family's monthly adjusted income.  The amounts that low-income Indian
families pay for heating and cooling do not have to be counted in the 30%.

(2) Housing Activities Do Not Just Include Housing.  Affordable housing activities
under NAHASDA are broadly defined to include the following:

(a) Indian Housing Assistance.  The provision of modernization or operating
assistance for housing previously developed or operated pursuant to a contract between
the Secretary and an Indian housing authority.

(b) Development.  The acquisition, new construction, reconstruction, or
moderate or substantial rehabilitation of affordable housing, which may include real
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property acquisition, site improvement, development of utilities and utility services,
conversion, demolition, financing, administration and planning, and other related
activities.

(c) Housing Services.  The provision of housing-related services for
affordable housing, such as housing counseling in connection with rental or
homeownership assistance, establishment and support of resident organizations and
resident management corporations, energy auditing, activities related to the provision of
self-sufficiency and other services, and other services related to assisting owners, tenants,
contractors, and other entities, participating or seeking to participate in other housing
activities assisted pursuant to this section.

(d) Housing Management Services.  The provision of management services
for affordable housing, including preparation of work specifications, loan processing,
inspections, tenant selection, management of tenant-based rental assistance, and
management of affordable housing projects.

(e) Crime Prevention and Safety Activities.  The provision of safety,
security, and law enforcement measures and activities appropriate to protect residents of
affordable housing from crime.

(f) Model Activities.  Housing activities under model programs that are
designed to carry out the purposes of NAHASDA and are specifically approved by the
Secretary as appropriate for such purpose.

(3) Lump Sum Leveraging and Investments (Grant Anticipation Notes).

C. Title VI (Federal Financing Guarantees)

Title VI of NAHASDA authorizes HUD to guarantee notes and obligations issued by tribes or
their TDHEs to finance affordable housing.  Such guarantees can only be used when the tribe or TDHE
certifies that it has attempted to obtain financing without the use of the federal guarantee and that it
cannot secure such financing without the guarantee.  The Act provides for the terms and conditions of
such guarantees to be determined through the rulemaking process.  No guarantee, however, can be made
if the total outstanding notes or obligations guaranteed would exceed an amount equal to five times the
amount of the NAHASDA grant that the tribe or TDHE would receive under the formula.  The use of
such guarantees in the housing context could be problematic under the prohibition on federal guarantees
contained in Section 149 of the Code if such guarantees are used to guarantee governmental tax-exempt
bonds.

D. Title VII (Section 184)

Title VII makes amendments to other programs which remain to provide assistance for Native
American housing.  In particular, it amends Section 184 of the Housing and Community Development
Act of 1992 to make loans guaranteed under that section more usable for Native Americans and adds
Section 184 loans to the list of loans that the Government National Mortgage Association (Ginnie Mae)
may purchase under its mortgage-backed securities program, thus potentially providing access to this
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source of capital for housing in Indian country.  As noted, NAHASDA also authorizes 50 year leasehold
interests in trust or restricted land for housing purposes.
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Conclusion           12



INTRODUCTION

Specially-appearing defendant the All Mission Indian Housing Authority (hereinafter,

“AMIHA”) agrees with many of the legal arguments made by plaintiffs in their opposition to

AMIHA’s motion to quash.  It is true that not only Congress, but also a tribe itself, may waive

that tribe’s tribal sovereign immunity.1  It is true that a general “sue-and-be-sued” clause in a

tribe’s organic documents has often been read as sufficiently explicit and unequivocal as to be an

effective waiver of that immunity.  However, there are two legal points, one small, the other large,

at which plaintiffs are in error in their Opposition, as well as one factual inaccuracy.

Although irrelevant to the merits of this motion, the plaintiffs have brought up the facts

surrounding the tragic death of their son.  For that reason alone, AMIHA must point out a factual

inaccuracy in the Summary of Facts in their Opposition.  At p. 1, lines 15-18, of their Opposition,

plaintiffs state that their son “suddenly found himself on the roadway of the Pala-Temecula

Highway.  At that time, he was struck and killed by the semi tractor trailer being driven by

defendant ROSS ALAN GINGERICH.”  This leaves the impression that the front of the truck

struck Jacob Castillo.  This is not so.  According to the Sheriff’s report of the event, the truck in

question was a semi-tractor pulling two trailers, and Jacob Castillo collided with the front axle of

the forward set of wheels of the second trailer, or the sixth of the seven sets of axles of the entire

moving vehicle. According to the Sheriff’s report, the truck did not run into Jacob Castillo.

Instead, he ran into the rear of the rear trailer of the double tractor-trailer combination.

I.

AMIHA IS NOT A CORPORATION ORGANIZED

                                               
1 U.S. v. Oregon,  657 F.2d 1009, 1013 (9th Cir., 1981)



UNDER SECTION 17 OF THE INDIAN RE-ORGANIZATION ACT.

It is certainly true that, by enacting §17 of the Indian Re-Organization Act of June 18,

1934, 25 U.S.C. §477, Congress did authorize tribes to seek federal corporate charters.  As the

statute says, “The Secretary of the Interior may, upon petition of at least one-third of the adult

Indians [of a tribe], issue a charter of incorporation to such tribe.”  25 U.S.C. §477.

However, from this plaintiffs infer that AMIHA must exist by virtue of such a charter.

This is not true.  Tellingly, plaintiffs do not provide any such charter, and they cannot do so

because none exists.  Instead, AMIHA is purely a creature of tribal law, not federal charter,

because AMIHA is organized solely and exclusively under the authority of each of its member

tribes which enacted an appropriate ordinance to create AMIHA.  As the federal court has held,

AMIHA was organized by 17 California Mission Indian Tribes in
southern California to provide low-income housing for Indian
families on Indian reservations.  The real property which is the
subject of this suit is unallotted tribal land held in trust by the United
States for the Soboba Band of Mission Indians.  AMIHA leases the
land from the respective tribes and, in turn, subleases individual
homesites to eligible Indian families.

All Mission Indian Housing Authority v. Silvas, 680 F.Supp.
330, 331 (C.D.Cal. 1987)

If the plaintiffs still believe that the Secretary of the Interior issued a federal charter under 25

U.S.C. §477 to create AMIHA, then AMIHA challenges them to produce a copy of that federal

charter.

The tribal and non-federal nature of AMIHA is reflected in the federal statute which

establishes the modern federal Indian housing program and federal funding for it.  The Indian

Housing Act of June 28, 1988, P.L. 100-358, 42 U.S.C. §1437aa, et seq., includes a definition of

“Indian Housing Authority”:

The term “Indian housing authority” means any entity that—



(A) is authorized to engage in or assist in the development of
lower income housing for Indians; and

(B) is established—
(i) by exercise of the power of self-government of an

Indian tribe independent of State law . . .
25 U.S.C. §1437a(11)

As shown by the Pala Band’s Ordinance No. 5, a copy of which is provided by plaintiffs, the Pala

Band acted under its own independent sovereign authority to enact that ordinance and thereby to

join AMIHA’s other member tribes in creating AMIHA.  No mention at all is made anywhere in

the ordinance of any federally-chartered corporation organized under 25 U.S.C. §477.

For these reasons, AMIHA submits that the plaintiffs are simply wrong in attempting to

portray AMIHA as a federally-chartered corporation existing under §17 of the Indian Re-

Organization Act of June 18, 1934, 25 U.S.C. §477.  It isn’t and never has been.  Accordingly,

AMIHA asks the Court to ignore all references in the plaintiffs’ Opposition to such corporations,

to 25 U.S.C.§477,  and to cases interpreting that statute.

II.

THE LANGUAGE OF THE PALA BAND’S ORDINANCE
DOES NOT WAIVE AMIHA’S SOVEREIGN IMMUNITY

AS TO THIS TORT CLAIM.

Plaintiffs point to the following language from Article V.2.a. of the Pala Band’s Ordinance

No. 5 as supplying the necessary express and unequivocal waiver of tribal sovereign immunity in

this case:

The [Tribal] Council hereby gives its irrevocable consent to allowing
the Authority to sue and be sued in its corporate name, upon any
contract, claim, or obligation arising from its activities under this
ordinance, and hereby authorizes the Authority to agree by contract
to waive any immunity from suit which it might otherwise have . . .



It is true that several courts have held that such language in an Indian Housing Authority’s

ordinance does waive the Indian Housing Authority’s tribal sovereign immunity as to the

particular claims being brought against the Indian Housing Authority in those cases.  See, e.g.,

Namekagon Development Co., Inc. v. Bois Forte Reservation Housing Authority, 517 F.2d 508,

5210 (8th Cir., 1975).  However, all those cases were cases in which a contractor which had

entered into a contract with the Indian Housing Authority for the construction of homes brought

a claim based on such a construction contract.  All such cases were thus contract cases, not tort

cases, such as the present  case.   In support of this distinction, AMIHA offers the following

arguments.

A. The sovereign immunity of AMIHA is co-extensive with that of the United States.

As noted in AMIHA’s opening brief, AMIHA shares the tribal sovereign immunity and

status of its member tribes.  It is routinely held that this tribal sovereign immunity which

AMIHA shares is “co-extensive” with federal sovereign immunity:

The common law immunity afforded Indian tribes is coextensive
with that of the United States . . .

Evans v. McKay, 869 F.2d 1341, 1345 (9th Cir., 1989)

An Indian tribe’s immunity is coextensive with the United States’
immunity . . .

Wichita & Affiliated Tribes of Oklahoma v. Hodel,
788 F.2d 765, 773 (D.C. Cir., 1986)

B.  All waivers of sovereign immunity must be construed narrowly and in favor of
the sovereign.

. . . the Government’s consent to be sued “must be ‘construed
strictly in favor of the sovereign’ . . .” [cit. om.]

U.S. v. Nordic Village, Inc., 503 U.S. 30, 34  (1992)



“Waivers of immunity must be ‘construed strictly in favor of the
sovereign,’ [cit.om.]and not ‘enlarge[d] . . . beyond what the
language requires.’ [cit.om.]

U.S. Department of Energy v. Ohio, 503 U.S. 607, 615
(1992)

C. Such strict construction requires that the express terms of any waiver of sovereign
immunity must be respected and must limit the scope of the waiver.

When any sovereign waives any aspect of its sovereign immunity, the sovereign defines

and limits the scope of that waiver.  Application of this principle is clear in the context of the

major waivers to federal sovereign immunity.   For example, the Federal Tort Claims Act, 28

U.S.C. §1346(b), waives federal sovereign immunity for most torts, but not for any contracts.

“Although plaintiff attempts to assert claims for breach of contractual duties, the plaint language

of the F[ederal] T[ort] C[laims] A[ct] provides a waiver of the sovereign’s immunity only for

actions sounding in tort.”  Vogelaar v. U.S., 665 F.Supp. 1295, 1299 (E.D. Mich., 1987).

Conversely, the Tucker Act, 28 U.S.C. §1346(a)(2), waives federal sovereign immunity only for

contract claims, but not for tort claims.  “The Tucker Act did not confer on the district courts

jurisdiction over any suit which could not be maintained in the Court of Claims.[cit.om.] Since the

Court of Claims has no jurisdiction over actions against the United States for copyright

infringement, jurisdiction in the District Court under the Tucker Act is also lacking.”  Turton v.

U.S., 212 F.2d 354, 355 (6th Cir., 1954).

This principle fully applies in the context of tribal sovereign immunity.  For example, in

Ramey Construction Co. v. Apache Tribe, 673 F.2d 315, 320 (10th Cir., 1982), the Tenth Circuit

held that “When consent to be sued is given, the terms of the consent establish the bounds of a

court’s jurisdiction. [cit.om.] In this case, the Tribe consented only to entry of judgment in the

amount of the contract retainage it withheld; it did not consent to be sued on any other claims. . .



[cit.om.] The scope of the Tribe’s consent in this case precludes recovery of interest on the

amount of retainage.”  Similarly, as the Ninth Circuit has held,

However, the “terms of [a sovereign’s] consent to be sued in any
court define that court’s jurisdiction to entertain the suit.”
[cit.om.]

Thus, a tribe’s waiver of sovereign immunity may be
limited to the issues necessary to decide the action brought by the
tribe; the waiver is not necessarily broad enough to encompass
related matters, even if those matters arise from the same set of
underlying facts.

McClendon v. U.S., 885 F.2d 627, 630 (9th Cir., 1989)

Consistent with this result is Oklahoma Tax Commission v. Citizen Band of Potawatomi Indian

Tribe, 498 U.S. 505, 509-510 (1991) in which the U.S. Supreme Court held that even the

compulsory counterclaim rule did not waive tribal sovereign immunity as to otherwise compulsory

counterclaims, even when a tribe institutes an action, and even regarding the same subject matter.

Therefore, AMIHA submits that the terms of any waiver of its sovereign immunity which

AMIHA may make necessarily limit and define the scope of that waiver, just as the terms of any

waiver of federal sovereign immunity that the United States may make limit and define the scope

of that waiver.  The principle that that which is not expressly waived is withheld applies in both

cases, since federal and tribal sovereign immunity are co-extensive.

D. AMIHA has not waived its sovereign immunity regarding plaintiff’s tort claims.

As noted above, AMIHA agrees that the above “sue-and-be-sued” clause in the

ordinances which created AMIHA do waive AMIHA’s tribal sovereign immunity, but only as to

contract claims, and not as to tort claims.  This is so for two reasons.

First, the express language of the “sue-and-be-sued” clause does not refer to tort claims.

Instead, it refers to contracts, claim, and obligations arising from AMIHA’s activities under the



ordinance.  Such a waiver is necessary to induce contractors to enter into contracts for the

construction of housing projects with AMIHA, which, as noted in the Indian Housing Act of June

28, 1988, supra,2 and the Pala Band’s Ordinance No. 53, are AMIHA’s primary activity.    No

where in this ordinance or the federal statute is there any reference to federal funds being used to

pay tort claims, only to the use of such funds for providing decent, safe, and sanitary housing to

eligible Indian families.  As noted below, the failure of any of these sources to expressly and

unequivocally refer to a waiver of sovereign immunity regarding tort claims necessarily limits the

waiver of the “sue-and-be-sued” clause to the contract claims by contractors needed to allow any

Indian Housing Authority to perform its function of providing housing.

Second, the one federal appellate case construing this very language in the context of a

tort claim against an Indian housing authority has drawn this very distinction in holding that the

very language on which plaintiffs now rely is a waiver of an Indian Housing Authority’s tribal

sovereign immunity from contract claims, but not tort claims.   Because this case is the only

reported federal or state opinion discussing this critical aspect of the present motion, AMIHA will

reproduce the relevant parts of the opinion in full.  The nature of the contractor’s counterclaims

                                               
2 The primary function of the United States under the Indian Housing Act of June 28, 1988,
supra, is providing money by contract to Indian Housing Authorities, money which those Indian
Housing Authorities use to pay contractors for building homes on federal Indian reservations
under contracts between those Indian Housing Authorities and those contractors: “The Secretary
[of Housing & Urban Development] may, to the extent provided in appropriation Acts, enter into
contracts with Indian housing authorities under title I to provide financial assistance for the
development, acquisition, operation, and improvement of housing projects under this section.”  42
U.S.C. 1437bb(b).
3 Article II, entitled “Purposes” states that the purposes of AMIHA are “Remedying on the
Reservations of this and other participating Indian Bands unsafe and unsanitary housing
conditions” and “Alleviating the acute shortage of decent, safe, and sanitary dwellings for families
of low income.”



against another tribe4 in Rosebud Sioux Tribe v. Val-U Construction Co., 50 F.3d 560 (8th Cir.,

1995) were both contract claims and tort claims:

In July 1989 Val-U Construction entered into a $3.6 million contract
with the Tribe to build seventy-six housing units to serve a medical
facility on the Rosebud Sioux Indian Reservation.  Problems arose
during the performance of the contract, and the Tribe terminated the
contract in September 1990.  The contract included an arbitration
clause.

In October 1990 Val-U demanded arbitration of the contract
termination.  The Tribe refused to participate in the arbitration, citing
sovereign immunity, and instead sued Val-U in April 1991 for breach
of contract, presenting false payment vouchers, RICO violations, and
fraud and misrepresentation.  Val-U pleaded as an affirmative defense
the contract's arbitration clause and, later, collateral estoppel based
on the subsequent arbitration award in its favor.  Val-U also
counterclaimed for breach of contract, loss of the ability to compete,
and loss of reputation.

Rosebud Sioux Tribe v. Val-U-Const. Co., 50 F.3d 560,
561 (8th Cir., 1995)

As in the present case, the contractor in Rosebud relied on the “sue-and-be-sued” clause in the

organic document as a waiver of sovereign immunity for both its contract and its tort claims:

First, Val-U contends that the Tribe waived its sovereign immunity
via the contractual arbitration clause and by virtue of the "sue and be
sued" clause in its corporate charter.

Id., 50 F.3d at 562

However, the Eighth Circuit held that the scope of the waiver provided by the “sue-and-be-sued”

clause in the Indian Housing Authority’s ordinance extended only to contract claims, and not to

tort claims:

The parties clearly manifested their intent to resolve disputes by
arbitration, and the Tribe waived its immunity with respect to any
disputes under the contract.

                                               
4 The party responding to the contractor’s claims in Rosebud was actually a tribe acting through a
federally-chartered corporation under 25 U.S.C. §477, rather than an Indian Housing Authority.
However, this makes no difference for the present analysis because the same “sue-and-be-sued”
clause appears in both the corporate charter and the Indian Housing Authority’s ordinances.



The waiver of immunity does not extend, however, to any
tort claims by Val-U.  The arbitration clause waives sovereign
immunity only as to claims under the contract.  Furthermore, we find
that the "sue and be sued clause" in the Tribe's corporate charter
does not operate as a general waiver of the Tribe's immunity from
suit.  See, e.g., United Keetoowah Band of Cherokee Indians v.
Oklahoma, 927 F.2d 1170, 1174 (10th Cir.1991)

Id., 50 F.3d at 563

Accordingly, we affirm the dismissal of Val-U's tort counterclaims
but reverse the dismissal of its breach of contract counterclaims
against the Tribe.  We remand this case to the district court to hear
those counterclaims.

Id., 50 F.3d at 564

The only other reported case5 discussing this distinction agrees with this analysis and rejects the

plaintiffs’ conclusion, based on Namekagon, supra, and its progeny, that a “sue-and-be-sued”

clause in an Indian Housing Authority’s organic ordinance waives the Indian Housing Authority’s

tribal sovereign immunity for all claims:

This case is easily distinguished from Namekagon.  The plaintiffs
in this case cannot show any express contractual waiver of
sovereign immunity.  As the Court of Appeals stated in
Namekagon, supra, a housing authority can refuse to relinquish its
general immunity from suit, and that is exactly what the Rosebud
Housing Authority has done as a matter of practice except for
certain construction contracts.  Since no particular, express
contractual immunity waiver exists as to the plaintiff’s
employment, the housing authority cannot be said to have waived
the general immunity to which it is otherwise entitled.

None of the other cases cited by plaintiffs support a waiver
of sovereign immunity in this case.  All of those cases involve

                                               
5 As an opinion of a tribal court, this case is reported in the Indian Law Reporter.  Although this
may not be a reporter with which this Court is readily familiar, the U.S. Supreme Court and the
U.S. Court of Appeals for the Ninth Circuit routinely cite and rely on cases from tribal courts
reported in the Indian Law Reporter.  See, e.g., National Farmers Union Insurance Co. v. Crow
Tribe of Indians, 471 U.S. 845, 848 (1985) and Stock West Corp. v. Taylor, 942 F.2d 655, 657-
658 (9th Cir., 1991).  This is appropriate because the U.S. Supreme Court has emphasized that
“Tribal courts have repeatedly been recognized as appropriate forums for the exclusive
adjudication of disputes affecting important personal and property interests of both Indians and
non-Indians.”  Santa Clara Pueblo v. Martinez, 436 U.S. 49, 65 (1978).



situations where the Indian housing authority in question had
entered into an express written contract in order to carry out
activities involving construction or financing.  See, R.C. Hedreen
Co. v. Crow Tribal Housing Authority, 521 F.Supp. 599 (1981);
R.J. Williams Co. v. Fort Belknap Housing Authority, 719 F.2d
979 (1983).  This case, on the other hand, does not involve
contractors or financing contracts.  Rather, the plaintiffs were
employees of the Rosebud Housing Authority and the issue
involved is a personnel dispute.  There was no employment
contract nor was there ever any waiver of immunity from suit by
the housing authority as to claims arising from that employment.

Dubray v. Rosebud Housing Authority, Rosebud Sioux 
Tribal Court, 1985, 12 I.L.R. 6015, bold type added

The above holding from the Tribal Court in Dubray is particularly important to the

present case.  This case was brought, as noted on pp.  2-3, Part IV, of plaintiffs’ Opposition,

pursuant to the civil part of P.L. 280, 28 U.S.C. §1360.  Without this federal authorizing statute,

this State Court would have no jurisdiction at all in any case over reservation Indians.6 One part

of P.L. 280, quoted with emphasis by plaintiffs at lines 7-10 of p. 3 of their Opposition, is:

Any tribal ordinance . . . adopted by an Indian tribe . . . in the
exercise of any authority which it may possess shall, if not
inconsistent with any applicable civil law of the state, be given full
force and effect in the determination of civil causes of action
pursuant to this section.

28 U.S.C. 1360(c)

The above Ordinance No. 5 of the Pala Band is clearly one such tribal ordinance which is to be

given full force and effect by this State Court.  In doing so, this Court should defer to the above

interpretation of Tribal law in the “sue-and-be-sued clause” provided by the above Tribal Court,

just as this Court defers to the interpretation of federal law provided by federal courts, and as the

                                               
6 This federal statute provides for a limited amount of state court civil jurisdiction over only
individual reservation Indians, but not tribes, and is thus not a waiver of AMIHA’s sovereign
immunity. “[T]here is notably absent [in P.L. 280] any conferral of  state jurisdiction over tribes
themselves . . .”.  Bryan v. Itasca County, 426 U.S. 373, 389 (1976).  “We have never read



federal courts defer to the interpretation of state law by state courts.  Since the Tribal Court has

interpreted the language of the “sue-and-be-sued” clause as waiting tribal sovereign immunity

only as to contract claims, and not tort claims, the above language of 28 U.S.C. §1360(c)

requires the same deference to the Tribal Court’s reading of this language.

CONCLUSION

Therefore, AMIHA asserts that, consistent with the requirement that the waiver of its

tribal sovereign immunity be narrowly construed in its favor, the “sue-and-be-sued” clause in the

Pala Band’s Ordinance No. 5 waives AMIHA’s immunity only as to contract actions, and not as

to tort actions, such as those asserted by the plaintiffs.  Thus, because plaintiffs assert only tort

claims, and not contract claims, the immunity remains unwaived as to those tort claims, and the

Court should grant the motion to quash on that basis.

                                                                                                                                                      
Pub.L. 280 to constitute a waiver of tribal sovereign immunity. . .”.  Three Affiliated Tribes of
Fort Berthold Reservation v. Wold Engineering, 476 U.S. 877, 892 (1986).



Dated: February 23, 1997 Respectfully submitted,

__________________________________

Art Bunce
Attorney for specially-appearing
All Mission Indian Housing Authority
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NAHASDA - OVERVIEW

qTribal authorities have greater
autonomy in providing safe, affordable
housing
qHUD provides block grants to each

Tribally Designated Housing Entity
(“TDHE”)



Shared Visions: Summit I, Sponsored by HUD 4

NAHASDA - OVERVIEW

qEach TDHE and Indian Housing
Authority (“IHA”) administrates its own
block grant
qEach TDHE/IHA must develop its own

plan
qHUD conducts post-plan audits
qHUD may may issue sanctions for

noncompliance
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CONTRACT REQUIREMENTS

qNAHASDA requires compliance with
lDavis-Bacon Act (labor standards)
lNational Environmental Policy Act of 1969

(environmental protection)
lIndian Self-Determination and Education

Assistance Act - § 7(b) (Indian preference)
lHousing and Urban Development Act of

1968 - § 3 (low-income hiring preference)
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CONTRACT REQUIREMENTS

qContract drafter must include NAHASDA
and HUD requirements in project
contracts
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CONSTRUCTION PROJECT PARTICIPANTS

qIHA/TDHE
qContracting Officer represents IHA/TDHE
lPays for work, inspects work, enforces contract
lHires Architect, Contractor, Consultants and

perhaps Contract Construction Contractor

qContract Construction Contractor
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CONSTRUCTION PROJECT PARTICIPANTS

qArchitect/Engineer (“A/E”)
lPrepares project plans and specifications
lObserves work in progress
lReviews shop drawings and product data
lCertifies payment applications
lWarrants design will work
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CONSTRUCTION PROJECT PARTICIPANTS

qGeneral Contractor
lBuilds per plans and specifications
lMonitors means and methods of work
lMonitors work coordination
lWarrants the completed construction
lMust meet, maintain and update project

schedule
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CONSTRUCTION DELIVERY SYSTEMS
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ALTERNATIVE CONSTRUCTION SYSTEMS

q“Turnkey” Project
lOwner
üprovides site, performance specifications
üspecifies lump sum price
üspecifies delivery date

lContractor
üprovides design and construction services
ü“turns keys over” to project to owner upon project

completion
üowns project until turn over to owner
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ALTERNATIVE CONSTRUCTION SYSTEMS

qDesign Build Project
lOwner
üprovides site and performance specifications
üspecifies price and delivery date

lContractor
üprovides design and construction services

lQuality Control/Quality Assurance issues
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ALTERNATIVE CONSTRUCTION SYSTEMS

qForce Account
lTDHE/IHA acts the owner and general

contractor
üengages subcontractors
ühires workers
üschedules, budgets and performs the work

lTDHE/IHA must have or obtain the skills
necessary for successful project completion
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ALTERNATIVE CONSTRUCTION SYSTEMS

qManufactured Housing Units
lPrefabricated construction
ücontractor assembles prefabricated units on site
ürequires additional on-site construction

lPrefabricated modular units
üfactory ships complete unit to job site
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CONSTRUCTION CONTRACTS
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TYPES OF CONTRACTS

q“Fixed Price” (Lump Sum/Stipulated Sum)
lContractor agrees to construct project for an

established price, agreed to in advance

q“Cost Plus Fee”
lOwner agrees to pay contractor/design

professional
üfee for service (fixed fee or based on % of costs)
üdirect and indirect costs associated with

completion of their duties
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TYPES OF CONTRACTS

q“Percentage of Construction”
lContractor’s/design professional’s

compensation is based on a percentage of
the total cost of construction
üchanges may be result of errors and omissions
üchanges may increase construction costs
üchanges may not require increase in work

q“Cost plus Percentage of Cost”
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OWNER - A/E CONTRACTS

qNo HUD required Owner-A/E contract
üDrafter must include in design
professional contracts appropriate
HUD/NAHASDA requirements 

üDrafter must include in design
professional contracts pertinent
Code of Federal Regulations
(“CFR”)



Shared Visions: Summit I, Sponsored by HUD 21

OWNER-CONTRACTOR CONTRACTS

qHUD FORM 5370 - “General Conditions
of the Contract for Construction”
qForm 5370 not mandatory for all

contracts
üDrafter must incorporate
appropriate HUD and NAHASDA
requirements in construction
contract documents!



Shared Visions: Summit I, Sponsored by HUD 22

“SECTION 7(b) REQUIREMENT”

qIndian Self-Determination and Education
Assistance Act - §7(b)
qGives preference in training/employment

opportunities to
lNative Americans
lNative American organizations
lNative American economic enterprises
üContractors shall include Section 7(b) clause in every

contract



Shared Visions: Summit I, Sponsored by HUD 23

“SECTION 3 REQUIREMENT”

qHousing and Urban Development Act of
1968 - §3
qDirects contractors to use best efforts to

offer employment/training opportunities to
low-income and very low-income persons
qSection 3 targets  HUD-assisted housing

recipients
üContractor must include HUD §3 requirement in its

subcontracts



Shared Visions: Summit I, Sponsored by HUD 24

ADDITIONAL REQUIRED PROVISIONS

q Contracts, subcontracts and subgrants in
excess of $100,000 shall comply with
lClean Air Act  § 306
lClean Water Act § 508
lExecutive Order 11738
lEnvironmental Protection Agency regulations

qSome projects require compliance with
Energy Policy and Conservation Act
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PROCURING PROFESSIONAL SERVICES
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PROCURING PROFESSIONAL SERVICES

qDevelop Statement of Work (“SOW”)
qDevelop independent cost estimates

üTDHE/IHA will use to analyze responses

qDevelop technical evaluation plan
üTDHE/IHA will use to analyze responses

qPrepare Request for Proposal (“RFP”) or
Invitation for Bids (“IFB”)
lIdentify technical and price evaluation factors



Shared Visions: Summit I, Sponsored by HUD 27

PROCURING PROFESSIONAL SERVICES

qPublish Notice
qIssue RFB/IFB to qualified organizations
qSelect most competitive proposals
qConduct separate negotiations sessions
qReceive “best and final” offers
qCreate “short list”
qSelect successful bidder
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CONTRACT ADMINISTRATION
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MANAGEMENT TECHNIQUES

qSchedules
qValue Engineering
qRegularly Scheduled Meetings
qClaims Resolution



Shared Visions: Summit I, Sponsored by HUD 30

PROJECT SCHEDULES

qHUD General Conditions
lProgress Schedule
ümust show order of activities
ümust show start and finish date of each

activity (including procurement)
ümust show percentage of completion at any

time

qConsider additional/alternative project
schedules



Shared Visions: Summit I, Sponsored by HUD 31

PROJECT SCHEDULES

qCritical Path Method (“CPM”)Schedule
lShows activities for Project duration
lShows interconnection or dependency of

tasks
lEstablishes optimum sequence and duration
lPermits determination of importance

relative to other tasks and project
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PROJECT SCHEDULES

qProject Evaluation and Review Technique
(“PERT”) Schedule
lCharts anticipated project activities and

events
lSynonymous with CPM Schedule
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PROJECT SCHEDULES

qSchedule of Values
lCost breakdown
üestablishes value for each element of the work
üvalue totals equal contract sum

qCost and Resource Loaded Schedules
üConsider including in contract documents

requirement that contractor submit
updated schedules with each payment
application
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CHANGES

qValue Engineering
lShared savings when the contractor

voluntarily proposes cost-saving measures in
accomplishing the work required by the
contracts
üConsider including in contract documents

provision for value engineering change
proposals
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SCHEDULED MEETINGS

qSchedule Meetings
lIHA/TDHE, A/E and Contractor should meet

regularly to discuss work progress, review
schedule, review noted deficiencies in work
üConsider including in contract documents

– regularly scheduled meetings
– designate A/E or CM to prepare minutes

• “history is written by the chronicler”
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CLAIMS RESOLUTION

qHUD General Conditions - general procedure
for claims resolution
l Contracting Officer’s decision final unless

contractor initiates appeal proceedings in different
forum(mediation, arbitration, litigation)

üConsider including in contract documents
detailed claims resolution procedure

–  thresh hold amounts
– documents required to “back up” claim
– appeal forum (mediation)
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DISPUTE RESOLUTION METHODS
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SOVEREIGN IMMUNITY

qSovereign Immunity
lContract claims
üIndian tribes are immune from suit
üIndian tribes cannot be sued without their

consent

qTribal Courts
lOwner may require that parties submit to

jurisdiction of tribal authorities to
determine contract disputes
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BID DISPUTES

qBid Disputes
üDrafter must include in Invitation to Bid

notice that bid disputes are subject to
owner’s protest policy and procedures -

– may include jurisdiction of tribal authority
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MEDIATION

qHUD General Conditions - general
reference to mediation as alternative
forum
qNot binding on parties but generally

successful
üConsider including in contract documents

provision for mandatory mediation before
independent mediator(s) as initial dispute
resolution proceeding
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ARBITRATION

qContract required --- binds only parties
that agree to arbitrate their disputes
qBinding or non-binding arbitration
qTDHE/IHA waives jurisdiction of tribal

court 
lagreement to arbitrate will not direct

dispute to tribal court
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ARBITRATION

qAIA form and other pre-printed forms:
owner arbitrates dispute with A/E or
contractor
üConsider including in contract documents

provision for joint arbitration before
independent arbitrator(s) (owner, A/E and
contractor)

– avoids inconsistent results
– avoids “empty chair” defense and “blame game”
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LITIGATION

qLITIGATION
lHUD General Conditions - general reference

to “suit in a court of competent jurisdiction”
üConsider including in contract documents

provision for suit in tribal courts where
permitted
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MANAGING THE
CONSTRUCTION PROCESS

Presented by
Wulfsberg Reese Ferris & Sykes

Professional Corporation
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ETHICS
q (a) (1)  “None of the funds appropriated by

any Act may be expended by the recipient of a
Federal contract, grant, loan or cooperative
agreement to pay any person for influencing or
attempting to influence an officer or employee
of any agency, a Member of Congress, an
officer or employee of Congress, or an
employee of a Member of Congress, in
connection with any Federal action described in
paragraph (2) of this subsection
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ETHICS
q (2) The prohibition in paragraph (1) of this

subsection applies with respect to the following
Federal actions:
l The awarding of any Federal contract.
l The making of any Federal grant.
l The making of any Federal loan.
l The entering into of any cooperative agreement.
l The extension, continuation, renewal, amendment,

or modification of any Federal contract, grant, loan,
or cooperative agreement.

q 31 U.S.C. 1351 (a) (1)
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ETHICS
q The “recipient” of a Federal contract, grant,

loan, or cooperative agreement is defined as
follows:
l  (1) “The term ‘recipient’, with respect to funds

received in connection with a Federal contract,
grant, loan or cooperative agreement-
ü(A) includes the contractors, subcontractors, or

subgrantees (as the case may be) of the recipient; but
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ETHICS
ü(B) does not include an Indian tribe, tribal organization,

or any other Indian organization eligible to receive
Federal contracts, grants, cooperative agreements, or
loans from an agency but only with respect to
expenditures that are by such tribe or organization for
purposes specified in subsection (a) and are permitted
by other Federal law.”

q31 U.S.C 1351 (g) (1)
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INDIAN TRIBAL EMPLOYERS AND THE APPLICATION OF FEDERAL
AND STATE EMPLOYMENT LAWS

By Robert J. Miller1

I.   INTRODUCTION

Tribes have long operated various business concerns and governmental activities which
require them to employ individuals in tribal businesses or tribal affairs.  In recent years, many Indian
tribes have also experienced significant economic growth and development in various areas.
Consequently, many tribes are creating, owning, and operating new business enterprises or increasing
their governmental activities at an accelerated pace.

As a result, tribes are finding themselves to be the employers of hundreds of employees.  The
current “popularity” of employment litigation has led tribal, federal and state courts to address new
questions and issues regarding the employment relationship of a tribe, tribal employers and their
employees.  The major issue in many law suits arising from employment with a tribe or a tribal
organization employer, like a Tribally Designated Housing Entity, is what employment or labor laws
govern the employment relationship.

A. Tribal Sovereignty

Indian Tribes are "domestic dependent nations."  Cherokee Nation v. Georgia, 30 U.S. (5
Pet.) 1 (1831).  Tribes exercise inherent authority over their members and territories.  Oklahoma Tax
Commission v. Citizen Band Potawatomi Indian Tribe of Oklahoma, 498 U.S. 505 (1991).

1.  Tribes retain the inherent sovereign power to regulate their internal and social relations, as well as
the power to regulate the activities of nonmembers who enter consensual relationships with the tribe
or its members.  Montana v. United States, 450 U.S. 544 (1981); McClanahan v. United States, 411
U.S. 164 (1973).

2.    Tribal Sovereign Immunity.  Tribes, as sovereign governments, possess common law immunity
from lawsuits unless such immunity is clearly and unequivocally waived by Congress or by the tribe.
Santa Clara Pueblo v. Martinez, 436 U.S. 49 (1978).

B. Plenary Power of Congress.

Congress has plenary power over tribes.  This power includes the authority to limit, modify or
eliminate powers of self-government or sovereign immunity which a tribe may possess.  Rice v.
Rehner, 463 U.S. 713 (1983); Santa Clara Pueblo v. Martinez, 436 U.S. 49 (1978).

                                                       
1 Attorney, Portland Oregon.  Adjunct Professor of Indian Law, Northwestern School of Law of Lewis & Clark College 1993-99.
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C. Clear Intent to Abrogate Tribal Sovereignty Required.

In determining whether Congress has exercised its plenary power to limit tribal powers or to waive
tribal sovereign immunity to some extent, "a proper respect both for tribal sovereignty itself and for
the plenary authority of Congress . . . cautions that we tread lightly in the absence of clear indications
of legislative intent."  Martinez, 436 U.S. at 60.

II. FEDERAL LABOR STATUTES

A. Who is the Employer?

1. Tribe as employer.

2. Non-tribal employer.

In general, federal labor and employment laws apply to non-tribal employers operating on the
reservation.

3. Control Test

It is possible for a tribe to ostensibly “own” a business but not be considered to be the
employer of the entity’s employees.  Devils Lake Sioux Manufacturing Corporation, 243
N.L.R.B. 163, 164 (1979).  In that case, the National Labor Relations Board held that the
Labor Management Relations Act applied to a joint venture which was owned 51% by the
tribe and 49% by a non-tribal employer.  This was so even though all activities took place on
the reservation because the activities and the employees were directed and controlled by the
non-tribal entity.  In contrast, where a tribe controls an entity’s policies, activities and
employees, the tribe will be considered the employer even if the entity is managed or operated
by a non-tribal person or entity.  Southern Indian Health Council, Inc., 290 N.L.R.B. 436,
437 (1988).  See also Tammy Fisher v. Mille Lacs Grand Casino.  Minnesota Workers'
Compensation Court rules that a control test determines the employer of tribal casino
employees.

B.       Express Tribal Exemptions: Title VII and the ADA

1.  Title VII – Covered by another speaker

(a) Tribal Exemption.

Title VII of the Civil Rights Act of 1964, 42 U.S.C. §§ 2000e et seq., expressly
excludes Indian tribes from the definition of "employer[s]" who may not discriminate on the
basis of race, color, religion, sex and national origin.  42 U.S.C. §2000e(b).  Title VII also
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contains a provision which expressly sanctions the use of Indian preference by employers
operating on or near reservations. 42 U.S.C. §2000e-2(i) ("Section 703(i)).

(1)  Wardle v. Ute Indian Tribe, 623 F.2d 670 (10th Cir. 1980).  The Tenth Circuit holds that
this language bars the application of Title VII to tribes.

(2)  Dille v. Council of Energy Resource Tribes, 801 F.2d 373 (10th Cir. 1986).  The Tenth
Circuit holds that the specific exemptions for Indian tribes contained in Title VII encompass
an organization comprised solely of Indian tribes.

 (3)  Giedosh v. Little Wound School Board, Inc., 25 Indian L. Rep. 3055 (D. S.D. Dec. 18,
1997) (tribal school board was considered a “tribe” and thus not an employer under Title VII
when tribal members established and control the board); Sulcer v. Citizen Band Potawatomi
Indian Tribe, 19 Indian L. Rep. 3071 (W.D. Okla. 1992) (court dismissed employment
discrimination claim against the tribe and members of the tribe's governing body for
terminating an employee based on Title VII's Indian tribe exemption and tribal sovereign
immunity); Barnes v. Bristol Bay Area Health Corporation, No. A92-459 (D. Alaska April
20, 1995) (a non-profit tribal organization health corporation controlled by Alaska villages is
considered a “tribe” and is excluded from the definition of an employer who could even
possibly be liable under Title VII).

(4)   In one particular situation a court has found that a tribal employer might be liable under
Title VII.  In Myrick v. Devils Lake Sioux Manufacturing Corp., 718 F.Supp. 753, 754 (D.
N.D. 1989), the court held that a corporation incorporated under North Dakota law and
owned 51% by the tribe and 49% by a Delaware corporation did not fall within the Indian
tribe exemption to Title VII.   

2.   ADA.

Indian tribes are expressly excluded from the definition of “employer" under the
Americans with Disabilities Act, which prohibits discrimination on the basis of a disability.  42
U.S.C. §§ 12101-12213.  Thus, the ADA does not apply to tribes or tribal employers.  See
Giedosh v. Little Wound School Board, Inc., 25 Indian L. Rep. 3055 (D. S.D. Dec. 18, 1997)
(tribal school board was considered a “tribe” and is not an employer under the ADA when
tribal members established and control the board).

C. Applicability of Statutes of General Application: OSHA, ADEA, ERISA, FLSA, FMLA
and the LMRA.

Unlike Title VII and the ADA, the majority of federal labor and employment statutes,
including the Occupational Safety and Health Act ("OSHA"), the Age Discrimination in
Employment Act ("ADEA"), the Employment Retirement Security Act ("ERISA"), the Fair
Labor Standards Act ("FLSA"), the Family Medical Leave Act ("FMLA") and the Labor
Management Relations Act ("LMRA"), are silent as to whether they apply to Indian tribes.  A
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split has developed between the federal courts as to whether some of these statutes of general
applicability apply to Indian tribes as employers.

The Tenth and Eighth Circuits have concluded that OSHA and the ADEA do not
apply to tribes as employers.  These courts have followed established principles of respect for
tribal sovereignty and tribal self-governance and have required a showing of clear
congressional legislative intent to curtail tribal rights before holding that these statutes are
applicable to tribes.

In contrast, the Ninth Circuit has developed, and the Seventh Circuit has adopted, an
approach that is much less deferential to tribal sovereignty.  The Ninth Circuit analysis, which
is based on dicta, or non-binding language, from the Supreme Court creates a presumption
that federal statutes of general applicability apply to Indian tribes.  Federal Power
Commission v. Tuscarora Indian Nation, 362 U.S. 99 (1960).  The Tuscarora Court stated:
"It is now well settled by many decisions of this Court that a general statute in terms applying
to all persons includes Indians and their property interests."  Id. at 120.  Applying this
analysis, the Ninth and Seventh Circuit court have held that OSHA, ERISA and the FLSA
apply to tribal employers.2  

1. OSHA.

The Occupational Safety and Health Act, 29 U.S.C. §§ 651 et seq., does not contain
express language exempting tribes from the safety and health standards imposed by the Act.

(a) Donovan v. Navajo Forest Products Industries, 692 F.2d 709 (10th Cir. 1982).  The
Tenth Circuit holds that OSHA does not apply to the Navajo Forest Products Industries, a
tribal business enterprise owned and operated by the Navajo Tribe on the Navajo Reservation.
Application of OSHA to the tribal business would abrogate treaty provisions and "dilute the
principles of tribal sovereignty and self-government recognized in the treaty."  Id. at 712.

(b)     Donovan v. Coeur d'Alene Tribal Farm, 751 F.2d 1113 (9th Cir. 1985).  To the
contrary, the Ninth Circuit holds that OSHA, a statute of general applicability, does apply to a
wholly-owned and operated tribal business.  In so holding, the Ninth Circuit adopted dicta
contained in Tuscarora, as discussed above.

(c) United States Department of Labor v. Occupational Safety and Health Review
Commission, 935 F.2d 182 (9th Cir. 1991).  The Ninth Circuit rules that OSHA applies to a
mill owned and operated by the Confederated Tribes of Warm Springs located on the Tribes'
reservation, even though the Tribe had a treaty expressly recognizing the right to exclude non-
members from the reservation.

                                                       
2 Some recent cases have held that a state’s sovereign immunity protect them from lawsuits under the FLSA and the FMLA.
Mueller v. Thompson, 133 F.3d 1063 (7th Cir. 1998); Garrett v. Board of Trustees Univ Ala., 1998 WL 21879 (N.D. Ala. 1998).
There are cases which hold both ways on this issue.   Tribal employers might be able to use this argument to prevent
employment lawsuits against then under federal statutes which are silent as to whether they apply to tribal employers.
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(d) Reich v. Mashantucket Sand & Gravel, 95 F.3d 174 (2d Cir. 1996).  The Second
Circuit court adopted the Ninth Circuit test and held that OSHA applies to a tribally owned
construction company because it was involved in purely commercial services and not
governmental matter.  The company worked only on projects on the reservation and only at
the direction of the tribal council.

2. ADEA.

The Age Discrimination in Employment Act, 29 U.S.C. §§ 621-634, 630(b)
("ADEA"), (protecting employees 40 years and older from employment discrimination),
contains no express language excluding Indian tribes from the prohibition against age
discrimination.  The Eighth and Tenth Circuits have addressed the issue of the ADEA’s
application to tribal employers and have held that the ADEA does not apply to tribes.

(a)  EEOC v. Cherokee Nation, 871 F.2d 937 (10th Cir. 1989).  The Tenth Circuit reads the
ADEA to exclude Indian tribes and dismisses an employee's age discrimination suit against the
Cherokee Nation's Director of Health and Human Services because application of the ADEA
would interfere with tribal self-government.  Id. at 939.

(b)  EEOC v. Fond du Lac Heavy Equipment and Construction Co., 986 F.2d 246 (8th Cir.
1993).  The Eighth Circuit holds that the ADEA is inapplicable to Indian tribes and dismisses
an age discrimination claim brought by a tribal member against an equipment and construction
company located on the reservation.  The construction company was wholly owned and
chartered by the Fond du Lac Band of Lake Superior Chippewa Indians.  Application of the
ADEA would interfere with tribal self-government.  Id. at 249-51.

3. ERISA.

The Employee Retirement Income Security Act, 29 U.S.C. §§ 1001
et seq. ("ERISA") is a federal statute of general applicability governing employee benefit
plans.  The Act contains no express language exempting Indian tribal employers from its
coverage nor any express language applying the Act to tribes.

(a)  Smart v. State Farm Insurance, 868 F.2d 929 (7th Cir. 1989).  The Seventh Circuit holds
that ERISA governs a group policy issued by a non-tribal insurer to the Lac du Flambeau
Band of the Chippewa Tribe for the Tribe's employees at a health center owned and operated
by the Tribe and located entirely on the Tribe's Reservation.

(b)  Lumber Industry Pension Fund v. Warm Springs Forest Products Industries, 939 F.2d
683 (9th Cir. 1991).  The Ninth Circuit rules that ERISA applies to a tribal pension plan
covering employees of a tribally-owned and operated lumber mill on the reservation.
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4. FLSA.

        The Fair Labor Standards Act, 29 U. S.C. §§ 201 et seq., ("FLSA") does not expressly
exclude Indian tribes from the wage requirements imposed by the Act.  The FLSA requires the
payment of minimum wages and overtime wages.  No court has yet directly ruled on whether
this Act applies to tribal employers.

(a)  Martin v. Indian Wildlife Commission, 1 Wage & Hour Cas.2d (BNA) 58, 61 U.S.L.W.
2262 (D. Wis. 1992), aff’d, Reich v. Great Lakes Indian Fish and Wildlife Commission, 4
F.3d 490 (7th Cir. 1993).  The lower court held that the FLSA did not apply to the Great
Lakes Indian Fish and Wildlife Commission (the "Commission"), a tribal organization
operating under a constitution adopted by its member tribes.  On appeal, however, the higher
court, the Seventh Circuit, affirmed the decision not to apply the FLSA in this situation but it
did not affirm the ruling that the FLSA does not apply to tribes.  Instead, the Seventh Circuit
held that the FLSA did not apply to the Commission's game wardens because they fall within
the FLSA's exemption for law enforcement officers.  The Seventh Circuit stressed that it did
not hold that employees of Indian agencies were exempt from the FLSA.  Reich, 4 F.3d at
493, 504.

5. FMLA.

      The Family Medical Leave Act, 28 U.S.C. §§ 2601 et seq., ("FMLA") is also silent as to
whether it applies to Indian tribal employers.  While no court has addressed the issue, the
Secretary of Labor has adopted the Ninth Circuit test and takes the position that this statute of
general applicability applies to Indian tribes.  60 Fed. Reg. 2181 (Jan. 6, 1995).

6. LMRA.

      The Labor Management Relations Act, 29 U.S.C. § 141 et seq., ("LMRA") governs
union-management relations.  The LMRA does not contain language exempting Indian tribes
from its coverage.  The National Labor Relations Board ("NLRB" or "Board") has held,
however, that a tribally owned and operated business located on a reservation is exempt from
the LMRA under the Act's exemption for government entities.  Southern Indian Health
Council, Inc., 290 N.L.R.B. 436 (1988); Fort Apache Timber Company, 226 N.L.R.B. 503,
506 (1976).  The Board, however, considers that the Act applies to businesses even if they are
wholly owned and operated by a tribe if the business is located off reservation.  Sac & Fox
Industries, Ltd., 307 N.L.R.B. 241 (1992).
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III.  STATE LABOR AND EMPLOYMENT LAWS

State civil laws generally are not applicable to tribal affairs within the territory of a
tribe.  New Mexico v. Mescalero Apache Tribe, 463 U.S. 324, 334 (1983) ("State jurisdiction
is preempted by the operation of federal law if it interferes with or is incompatible with federal
and tribal interests reflected in the federal law, unless the state interests at stake are sufficient
to justify the assertion of state authority.”).  The Supreme Court has stated that reservation
Indians have the right “to make their own laws and [to] be ruled by them." Williams v. Lee,
358 U.S. 217, 220 (1959).

         In Public Law 280 states, where state law more often overlaps into Indian country, the
United States Supreme Court has developed a civil-regulatory/criminal-prohibitory analysis in
determining whether state laws are civil-regulatory and whether the state law might apply in
Indian country.  California v. Cabazon Band of Mission Indians, 480 U.S. 202, 208 (1987).

In essence, where state laws are civil laws, that is where they only control or regulate
conduct and do not completely prohibit a particular conduct, then the laws are not applicable
to a tribe or tribal members in Indian country.  Bryan v. Itasca County, 426 U.S. 373, 390-92
(1976) (Public Law 280 grant of civil jurisdiction to states only granted state courts
jurisdiction to adjudicate private civil causes of action involving reservation Indians and does
not grant the state general civil regulatory authority over a reservation); California v.
Cabazon Band of Mission Indians, 480 U.S. 202, 208 (1987) (state regulatory gambling laws
did not apply on-reservation even in a Public Law 280 state); Twenty-Nine Palms Band of
Mission Indians v. Wilson, 925 F.Supp. 1470 (C.D. Cal. 1996) (P.L. 280 state is without
jurisdiction to enforce regulatory boxing laws and licensing to on-reservation events).

Consequently, most if not all state labor and employment laws do not apply to tribes
and tribal employers on reservation.  Tibbetts v. Leech Lake Reservation Business Committee,
397 N.W.2d 883, 890 (Minn. 1986) (Minnesota workers' compensation law was civil
regulatory in nature and is inapplicable to tribal employers under the Bryan analysis and due to
tribal sovereign immunity).

State labor and employment laws probably do apply, however, to non-tribal employers
even if they are operating on an Indian reservation.  See 40 U.S.C. § 290; Begay v. Kerr-
McGee Corp., 682 F.2d 1311 (9th Cir. 1982); White Mountain Apache Tribe v. Industrial
Comm'n, 696 P.2d 223 (Ariz. Ct. App. 1985); Johnson v. Kerr-McGee Oil Indus., Inc., 631
P.2d 548 (Ariz. Ct. App.), appeal dismissed, 454 U.S. 1025 (1981).  But see In re William L.
Mathews, 21 Indian L. Rep. 5131 (Wash.  Bd.  Indus.  Ins.  App., Aug,. 15, 1994)
(Washington State Board of Industrial Insurance Appeals held that it lacks personal and
subject matter jurisdiction over an individual Yakama Indian employer operating on the
Yakama Reservation).

A.  Workers' Compensation Laws.  State workers' compensation laws apply only to non-
tribal employers operating on tribal land, and not to tribal employers.  Begay v. Kerr
McGeeCorp., 682 F.2d 1311 (9th Cir. 1982); White Mountain Apache Tribe v. Industrial
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Commission of Arizona, 696 P.2d 223 (Ariz. Ct. App. 1985); Middletown Rancheria of Pomo
Indians v. Workers’ Compensation Appeals Board, 25 Indian L. Rep. 5047 (Cal. Ct. App.
Jan. 20, 1998) (due to tribe’s sovereign immunity state worker’s compensation system had no
jurisdiction to enforce state laws and impose liability against tribal casino).  Thus, it is
essential to determine who is the employer in a particular situation on an Indian reservation to
determine whether a state's workers' compensation laws apply.

       A tribe or tribal employer, however, might consider voluntarily participating in a state
workers’ compensation program even though this is not required by law.  It might be good
policy for a tribe or TDHE  to join such a program as a benefit for its employees.  If a tribal
employer does join such a state program, it should then participate fully in the state system
and defend improper claims to keep its costs down.

       Some tribal employers participate in private worker’s compensation programs and
purchase insurance coverage through a private company.  In one case under that situation, the
tribal court acted as the administrative body to review an injured worker’s claim under the
policy.  Baker v. Rosebud Sioux Headstart, 25 Indian L. Rep. 6150 (Rosebud Sioux Tribal Ct.
1998).  In another case, a federal court dismissed an injured worker’s suit against the tribal
employer and the tribal council because the worker had not first exhausted his tribal remedies
in tribal court.  The court also dismissed the suit against the private insurance company on
sovereign immunity grounds because it was an agency of the Kaibab Band of Paiute Indians.
Adams v. Moapa Band of Paiute Indians, et al., 25 Indian L. Rep. 3128 (D. Nev. 1997).

B.     Unemployment Compensation Laws.  Under the Federal Unemployment Tax Act
(FUTA), I.R.C. § 3301 et seq., all employers are required to pay for unemployment
compensation plans, including tribal employers.  In the Matter of Cabazon Casino v. IRS, 13
Bankr. Ct. Dec. 1348 (9th Cir. 1986).  It is unlikely, however, that tribal employers are
required to comply with state unemployment compensation laws and participate in a state
program or pay into a state fund.  See I.R.C. § 3305(d) (all employers on Indian reservations,
except tribal employers, must comply with state unemployment compensation laws);
Employment Security Department v. Cheyenne River Sioux Tribe, 119 N.W. 285 (S.D. 1963)
(the South Dakota Supreme Court held that the state could not enforce the provisions of its
Unemployment Compensation Act against a tribal employer because neither the tribe nor
Congress had waived the tribe’s sovereign immunity).

Even though tribal employers are not required to join state unemployment
compensation insurance programs, it might be a good option for a tribe or TDHE to join such
a program as a benefit for its employees.  To keep costs down, however, the tribal employer
should then take part in the state system and defend improper claims.

C.  Tribal employees injured on the job.  A tribal employer may choose not to have any
workers’ compensation program at all.  A tribe's sovereign immunity, unless expressly waived,
should prohibit injured or laid off employees from bringing lawsuits against the tribe or tribal
employer.  However, some prospective employees may not want to work for a tribal employer
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that does not participate in a workers' compensation plan or an unemployment program, and it
might be bad policy politics to expose tribal workers to injury or layoffs without compensation
protection.

     An option for a tribal employer is to participate in the state system. State workers'
compensation and unemployment compensation systems are well-established, provide
employers with protection from liability and provide employees with coverage for on-the-job
injuries and layoffs.  Cost is the major disadvantage to the tribal employer.  Another option is
for a tribe or tribal employer to establish its own workers' compensation or unemployment
compensation programs.  Several tribes have already taken this option.  This could provide a
financial savings over high workers' compensation or unemployment premiums and insure that
the tribe does not inadvertently subject itself to the state workers' compensation or
unemployment program jurisdiction. One disadvantage of this option however is that
operating a workers' compensation or unemployment compensation system can place a
financial and/or administrative burden on the tribe.

IV.    Current Employment Issues

A.    Sexual Harassment

      Sexual harassment cases in the workplace are a very popular form of litigation at this time.
Such cases are usually brought under Title VII, which does not apply to tribal employers.  Thus, tribal
employers should ordinarily not have to worry too much about such lawsuits.  However, the typical
sexual harassment case usually also raises claims such as defamation, assault, battery, intentional
infliction of emotional distress and wrongful termination.  Therefore, tribal employers do need to
worry about company and individual liability from sexual harassment situations.

Sex harassment claims comes in two forms: quid pro quo and hostile work environment.  Quid
pro quo harassment is a demand for sexual conduct which is then used as a basis for making
employment decisions (for example, "sleep with me or else").

Hostile work environment sexual harassment is a severe or constant pattern of sexual conduct
that unreasonably interferes with the employee's work or creates an intimidating, hostile or offensive
work environment.  Typical types of conduct creating a hostile environment include joke-telling,
sexual comments or innuendo, pinups, gestures, stares, blocking movements, touching, bumping into
a person or unwanted attention.

Tribal employers should consider establishing procedures to follow after receiving a hostile
environment sexual harassment claim.  (1) The employer should promptly and thoroughly investigate
the claim; (2) the employer should take immediate and appropriate effective action; and, (3) the
employer should document every step in its investigation.  Tribal employers should distribute their
sexual harassment policy to all employees stating, among other things, that activities that could create
a hostile working environment are prohibited and will not be tolerated in the workplace, and notifying
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employees whom to contact if they feel they are being subjected to sexual harassment.  Employees
should be given several options as to whom to report such conduct within the company.

B. Personnel Policies/Employee Handbooks

At HUD’s insistence, most IHA/TDHEs have utilized written personnel policies.  Some
IHA/TDHEs also have employee handbooks.  These documents can be valuable resources for
employers.  They can spell out what is expected of employees, and they can also ensure that
employees understand their duties and rights.  The major problem with most of the personnel policies
I have reviewed is that they grant IHA/TDHE employees far more rights and due process than any
tribal, federal, or state law would ever require.  In addition, many of the personnel policies set out
such elaborate, complex, or contradictory procedural requirements for disciplining or discharging an
employee that the IHA/TDHE cannot take such acts without violating their own policies.  Most
IHA/TDHEs need to review and revise their policies to simplify them and to ensure that the
requirements are easily understood and easily performed.

Moreover, personnel policies and handbooks need to be used as they are used by the majority
of employers outside Indian country.  Policies and handbooks need to inform IHA/TDHE employees
that they are employed "at will," meaning that they can be terminated at any time, for any reason, with
or without notice, and that they have the reciprocal right to resign at any time, for any reason, with or
without notice.  Each policy and employee handbook should contain a clear and conspicuous contract
disclaimer - "Nothing herein shall be construed to create an express or implied contract of
employment for any specific period of time" - and a clear at-will provision - "I understand and
acknowledge that I am an at-will employee and may be terminated or may resign at any time, for any
reason, with or without notice."  Personnel policies and employee handbooks containing these
provisions should be given to employees and employees should be required to sign a statement that
they received and read the policies.  These actions can be very helpful in preventing claims for
wrongful termination or breach of an express or implied employment contract.  See Lawson v.
Umatilla County, 1998 WL 117866 (9th Cir. 1998) (if a personnel policy preserves the at-will status
then no employment contract is created); Barmettler v. Reno Air, Inc., 1998 WL 178459 (Nev. 1998)
(drug policy set out in personnel policy does not change the employee’s at-will employment status);
Orr v. Westminster Village North, Inc., 1997 WL 769409 (Ind. 1997) (grievance procedure promised
in employee handbook did not create extra rights when the handbook warned that immediate
dismissal was possible); Colville Tribal Enterprise Corp. v. Orr, 26 Indian L. Rep. 6005 (Colville
Tribes Ct. App. Dec. 4, 1998) (tribal economic development corporation vice-president was an at-will
employee and could be discharged at any time as he did not have an implied employment contract
under the corporation’s personnel policy; in addition, the tribe’s sovereign immunity prevented a suit
for damages and attorney’s fees) .
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1.  Introduction

As generally believed, under the Native American Housing and Self Determination Act of

1996 (“NAHASDA”), there are no clear guidelines for establishment of a Tribally Designated

Housing Entity (“TDHE”).  In the past, the United States Department of Housing and Urban

Development (“HUD”) was intimately involved in the establishment of Indian Housing Authorities

(“IHAs”), going so far as establishing a model ordinance to be adopted by tribes.  It seems that, after

NAHASDA was adopted, most tribes continued the business of providing housing services, pausing

long enough to establish TDHEs or to recognize the old IHA, but did not take the time to determine

whether their Housing Ordinance (Amendatory Ordinance) continues to satisfy the needs of the tribe

under NAHASDA.  While the need to reexamine the relevant ordinances is important, it is even more

crucial if the tribe is a member of an umbrella or joint entity serving several tribes.

Under NAHASDA, the only provision tending to identify how a TDHE is organized is found

in the definition section, 25 U.S.C. § 4103.  Paragraph 21 defines TDHE to mean either an existing

 IHA, if the tribe has not taken action to formally designate a TDHE, or another entity established

“by exercise of the power of sel-government of one or more Indian tribes independent of State law,”

or “by operation of State law providing specifically for housing authorities or housing entities for

Indians.”2  Paragraph 21 goes on to provide specifically that a TDHE may be established by one or

more tribes “to act on behalf of each such tribe authorizing or establishing the housing entity.”  The

regulations promulgated under NAHASDA discuss designation of a TDHE only at 24 C.F.R. §

                                               
2This provision is generally interpreted to be limited to housing entities established in Alaska

and Oklahoma.
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1000.206.  This provision states merely that the TDHE is designated by resolution of the tribe to be

served or, when the tribe has delegated its authority to a tribal committee, by resolution of that

committee.  In the absence of formal action by the tribe, the TDHE is designated by default as

provided in 25 U.S.C. § 4103.  Except for these provisions, guidance on establishment and

designation of the tribal housing entity is absent.  The tribes must look to their organic documents

and housing ordinances and must do needs evaluation to determine what best suits their situation.

 Often this will require a complete restructuring of the housing entity and review and amendment of

tribal law.  Especially where a tribe’s housing needs were (are) served by a multi-tribal

organization, and where NAHASDA reorganization resulted in a change in the composition of the

organization, the main issue to resolve is whether changes in composition of the housing entity allows

continued operation under old organizational documents or laws.  Threshold questions to be asked

are:

1. How was the housing entity originally organized, what kind of entity is it?  Can it be
sued? 

2. How can the housing entity be better organized?

2.  Entity Organization and Immunity

A. Nature of the Organization.   While typically organized in the late 60s and early 70s,

many housing entities were reorganized in 1977 as a result of changes to the HUD regulations then

in effect, and have been operating under so called “Amendatory Ordinances” ever since.  Each

Amendatory Ordinance amends and restates the entire organizational ordinance.  So regardless of

how a housing entity was organized prior to that time, the Amendatory Ordinances govern all actions,

rights, and obligations of the Housing Authority since then.
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The Amendatory Ordinances were prescribed by HUD and adopted by the tribes, more or less

verbatim.  While the prescribed ordinance form was drafted originally to serve the needs of a single

tribe IHA, footnotes made it clear that the terms concerning composition of the Board could be

modified to meet the needs of the entity.

Both NAHASDA and the old HUD regulations provide for the organization of IHAs/TDHEs

by (1) exercise of the power of self-government of Indian tribes independent of State law; or (2) by

operation of State law providing specifically for housing authorities or housing entities for Indians,

including regional housing authorities in the State of Alaska3.  25 U.S.C. §4103(21)(B); see former

24 C.F.R. §950.102. While NAHASDA does specifically authorize the development of a TDHE by

more than one tribe, 25 U.S.C. § 4103(21)(B)(i), the regulations in effect at the time the housing

entity was formed were entirely silent as to establishment of an entity jointly by more than one tribe.

 See former 24 C.F.R. §§ 950.102 (definition of IHA), 950.125 (Establishment of IHA pursuant to

State law), and 950.126 (Establishment pursuant to tribal ordinance).  However, each Amendatory

Ordinance does allow the tribally established entity to join or cooperate with any other public housing

agency operating under the laws of a state or another tribe.4  Each such Ordinance, therefore,

supports an argument that the resulting entity may be a partnership between several tribal entities.

                                               
3Formation of IHAs pursuant to state law generally is considered to be limited to the state of

Oklahoma (governed by the Oklahoma Indian Welfare Act instead of the Indian Reorganization Act)
and the State of Alaska.

4Article V((3)(s) provides that the entity formed under the Ordinance had the power to join
or cooperate with any other public housing agency or agencies (tribal or state), jointly or otherwise,
for the purposes of financing, planning, undertaking, owning, constructing, operating, or contracting
with respect to a housing project or projects of the Authority or such agency or agency.
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 The next question is whether either the housing entity or its member entities are incorporated.

 The original HUD regulations provided that an IHA could be established pursuant to tribal law.  The

Amendatory Ordinance was prepared for consideration and adoption by HUD and contains many

references to corporate attributes and powers.  For example, Article V, §1 provides that the

“Authority shall have perpetual succession [a particularly corporate attribute, not common to

partnerships] in its corporate name,” and §3 of that article gives the Authority the power to “adopt

and use a corporate seal.” 

It is generally recognized that a tribal governmental entity has the power to form corporations

without having to comply with any particular procedure or format.  Whether or not the member tribes

had a formal procedure or code for incorporation, it may be argued that the adoption of the

Amendatory Ordinance endowing the housing entity with corporate qualities was an informal

incorporation of the entity.  If so, the entity established under the Amendatory Ordinance may be said

to be a corporation chartered by that tribe.  If this is the case, each tribe could be said to have formed

a corporation authorized to act under the umbrella of a partnership of similar tribal corporations.  Of

course, this is up to each tribe, and a tribal resolution would be in order, clarifying the tribal intentions

to incorporate or not. 

B. Validity of Organization under Amendatory Ordinances.  Even if a review of each

Amendatory Ordinance and the regulations in effect at the time the housing entity was formed

provided insight into what form of entity was created, such insight may not be dispositive of the issue

because the organization of the entity, specifically the organization of the Board, may violate the

member tribes’ current Ordinances.  Whatever the organizational nature of entity, its existence is

dependent on compliance with the tribal Amendatory Ordinances.  While the Amendatory Ordinances
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clearly authorized the formation of housing entities, each tribe in its own Ordinance reserved the right

to approve the appointment of all member of the Board.  Article IV(1)(a) states that the Board will

be composed of XX persons, each appointed by the Council of the tribe adopting the Ordinance. 

Subparagraph (b) states that the Council of the tribe adopting the Ordinance shall select the

Chairman.  In practice, each umbrella entity’s member tribe appoints only one Board member, not

five, and these individuals, not any Council, select the Chairman.  As such, current Board

composition may be entirely inconsistent with the Amendatory Ordinances.  To comply with the

current Amendatory Ordinances each tribe should adopt a resolution concurring in the selection of

the other member tribes’ Commissioners and in the selection of the Chairperson.   A better idea may

be to redo the ordinances.

C. Liabilities and Immunity of Housing Entities.  Article V, §2 of each Amendatory

Ordinance provides as follows:

The Council hereby gives its irrevocable consent to allowing the Authority to sue and
be sued in its corporate name, upon any contract, claim or obligation arising out of
its activities under this ordinance and hereby authorizes the Authority to agree by
contract to waive any immunity from suit which it might otherwise have; but the Tribe
shall not be liable for the debts or obligations of the Authority.

This provision was, like all the others, prescribed by HUD regulations.  While many courts

have held this to be a waiver of Housing Authority immunity, arguably, while the form of Ordinance

permits the housing entity to sue or be sued, it does not require it.  Of course, the Authority may

choose to do so by contract.  Whatever the organizational structure of housing entity, the assets of

the tribe(s) are protected because the waiver included in the Amendatory Ordinance specifically limits
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the liability to non-tribal assets.  However, it is possible that assets owned by the entity may be subject

to the reach of creditors.

If the housing entity is a partnership of several tribal entities, the liability of its partners (the

member tribes) will be limited, since each of the partners has sovereign immunity and, without a

waiver of immunity, is exempt from suit. The Supreme Court’s decision last year in Kiowa Tribe of

Oklahoma v. Manufacturing Technologies, Inc., No. 96-1037 (May 26, 1998), makes it clear that

tribal immunity extends (at least) to contracts made off-reservation and performed off-reservation;

the Court’s reasoning would apply equally to off-reservation torts.  For on-reservation activities, the

case for immunity is even stronger.  While tribally-owned assets are protected, the question actually

is whether creditors could go after assets held by the housing entity, in its own right.

The first hurdle is to determine which assets are in fact assets of the housing entity and which

are assets of the tribe(s).  The housing entity may hold various substantial assets on behalf of its

tribe(s).  Prior to NAHASDA, cash was commingled, and the tribes’ shares were not tracked

separately.  Thus a contractor working on a project on one reservation, for example, could

conceivably sue the housing entity and go after assets held for another tribe, etc.5  HUD may well

intervene in such a lawsuit, since the entity’s funds are provided by that agency; after NAHASDA,

                                               
5This kind of exposure would exist regardless of whether the housing entity is a corporation

or a partnership; in either case, the assets of the entity are exposed to creditors.
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however, HUD’s jurisdiction is much more limited, and it may not always have the right, or the

inclination, to step in to such a dispute.6 

                                               
6While these assets are held for the various Tribes, they are nevertheless assets of the housing

entity, not formally held in trust, and may therefore be reached by creditors of the entity.  MEPAs,
which are actually held in trust (though not formally) for the respective Homebuyers, should be
beyond the reach of creditors, though this is not entirely clear.  In practice, we have seen even MEPA
accounts taken in a court judgement against a housing authority.

While some pre-NAHASDA funds remain and are administered by housing entities, funds

under NAHASDA are being handled differently.  HUD currently has taken the position that funds

allocated under NAHASDA are funds of the TDHE, though this position conflicts with the language

of § 101 of NAHASDA which states that, even though block grants are provided directly to the

TDHE, they are a grant to the tribe to carry out that tribe’s affordable housing activities.  There is,

at least, an argument that NAHASDA funds are tribal assets and not subject to the waiver of

sovereign immunity under the Ordinance.  However, the remaining, non-NAHASDA assets held by

the housing entity could be deemed to be non-tribal assets held by the entity. 
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Under certain circumstances, assets held by a housing entity may not be subject to court

action or creditor’s claims.  If the housing entity is deemed, by a court, to be a “subordinate

organization” of the tribe(s) that has not concealed or misrepresented that it was doing business for

the tribe(s), it possesses all sovereign immunity possessed by the tribe(s) to the extent it has not

waived sovereign immunity, whether located on or off-reservation.7  However, if this test cannot be

met and the housing entity is located off-reservation, a court could find that the entity was not

sufficiently identified as a tribal entity and is therefore amenable to suit allowing access to non-tribal

assets it holds.

Location of a housing entity’s offices on- or off-reservation also may make one other

important difference:  jurisdiction and venue of a lawsuit.  Except for actions in tribal court for the

eviction of a tenant or homebuyer, the consent to sue and be sued provision contained in the

Amendatory Ordinance arguably does not by itself give any court jurisdiction to hear suits by or

against the housing entity.  To the extent the housing entity is merely an entity composed of tribal

entities joined for common benefit and  located off reservation, there may be no forum readily

available for adjudication of any  dispute.

                                               
7 Padilla v. Pueblo of Acoma, 754 P.2d 845 (NM 1988) as modified by Kiowa, supra.

It may be that the only way to address these problems is by amending the underlying

Ordinances (certainly to fix the issue of the number of commissioners) and the housing entity’s bylaws

and by the careful drafting of an operating (partnership?) agreement and of future contracts.  We offer

below some suggestions as to how some of these problems can be minimized or eliminated.
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3.  Suggestions Regarding Reorganization of Housing Entities
and Improving their Immunity

Whether the Amendatory Ordinances effectively created tribal corporate entities authorized

to act together as one entity, or whether the Amendatory Ordinances did not incorporate any entity,

umbrella entities in their own right are merely  partnerships of their  member tribes or their member

tribes’ individual corporations, unless such umbrella entities themselves choose to incorporate.

Incorporation of a TDHE in its own right would add another layer of complexity and conceptual

difficulty.  In order to ensure even-handedness among the member tribes, the corporation would have

to be chartered by the state, by one tribe, or by every member tribe.8

Unless and until tribal sovereign immunity is limited by Congress or the courts, a  partnership

would provide the tribes basically the same shield against liability that a corporation would.  Forming

an entity as an official sole proprietorship or partnership might actually have an advantage over

corporate form:  as a sole proprietorship owned by the tribe or partnership of immune sovereigns, the

organization itself would more likely be immune from suit.  As before, limited waivers of such

immunity can be granted as an inducement to, and protection for, contractors and vendors who deal

with the housing entity.

                                               
8Under NAHASDA, a TDHE must be formed under tribal law; a state-chartered corporation

would not, therefore, be allowed, except in Oklahoma and Alaska.

Attempts to erode tribal sovereign immunity have begun, however, and, at the same time,

suits by contractors who have been granted waivers of immunity and others (e.g., member tribes) may

still raise the common-fund problem discussed above.  If an umbrella entity is contemplated,

something more than a simple partnership may be advisable.
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One possibility would be to have each member tribe officially form its own tribal corporation

and so state; the corporations together would then form the housing entity as a partnership of the

corporations.  This would ensure that the tribes continue to be protected against the housing entity’s

liabilities.  The housing entity, the partnership-of-corporations, would be formally designated to be

each tribe’s TDHE.  Under this scenario, liquid funds held by the entity should be held in separate

trust accounts for each tribe to insure the integrity of the assets held for each and to limit any

argument that the funds are not tribal property and are thus reachable as assets of the housing entity.

 Also, under this scenario, efforts could be made to limit the housing entity’s “agency” to a

particular tribe while acting for that tribe, and to limit the exposure of other tribes’ assets thereby.

 Whether as a separate, incorporated entity or a partnership (among the tribes or their corporations),

however, the housing entity’s “apparent authority” (i.e., a third-party’s perception that the agency

acts for all) may limit the benefit of such a discrete-agency approach, unless the limitation of the

housing entity’s authority is made clear in each of its contracts.

In other words, when the housing entity is working on one tribe’s project, for example, the

contracts should expressly state that it is acting solely as agent for that tribe, so that the assets held

by the entity for other tribes will be off-limits in the event of a lawsuit over the project.  Member

tribes, who would agree to this arrangement up-front (in the reorganization documents), would also

be bound by its terms and prevented from seeking any assets held for other tribes in any dispute with

the organization.

If reorganization occurs in this manner, an additional benefit may appear, in that it may be

possible to develop contracts for construction of homes free from the state gross receipts or sales

tax.  In New Mexico, Laguna Indus., Inc. v. New Mexico Taxation & Revenue Dep't, 114 N.M. 644
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(Ct. App. 1992), aff'd, 115 N.M. 553 (1993), makes it quite clear that services to tribes on-

reservation are exempt from the state gross receipts tax; it is less clear that services to a housing

entity are exempt.  The rule is now reflected in 3 N.M. Admin. Code §§2.4.9.4 (services—general)

and 2.4.9.5 (construction services), which provide for exemption from the tax on receipts from

services to a tribe on its reservation.  3 N.M. Admin. Code §2.4.9.1 also exempts on-reservation

sales of tangible personal property to a tribe (or member).  For a sale of goods to be considered made

on-reservation, the goods must be delivered on-reservation, and two of the following three acts must

occur on-reservation:  solicitation of the sale; making of the contract; or payment.  3 N.M. Admin.

Code §2.4.9.1.2.2.  For all practical purposes, we have delivery on-reservation, and, however

solicitation occurred, we can contract and take payment on-reservation.  However, to the extent that

the tribes’ development money is separately identified, and especially if the contract is signed by the

housing entity as a tribe’s agent, we can take the position that the entity is acting as the agent of the

tribe on which a particular project is built (or to be built).  By amending the entity’s bylaws and the

tribes’ ordinances to reflect this arrangement, we can make sure that the benefit of the tax exemption

under Laguna Industries and 3 N.M. Admin. Code §2.4.9 is preserved. 

4.  Conclusion

Regardless of the manner in which a tribe wishes to organize its housing programs under

NAHASDA, whether preferring a single or umbrella entity, a careful review of preexisting documents

must be undertaken.  Under NAHASDA much more freedom to choose is granted to the tribe and

its TDHE.  Old ordinances and organizational documents were drafted to establish compliance with

laws and regulations no longer in existence.  The formation of a TDHE should meet the specific and
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current needs of its tribe, and tribal laws and regulations should be such that they protect the new

concepts of self determination in housing expressed in NAHASDA
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q  Subpart C - Indian Housing Plan
l  24 CFR 1000.240 - When is a       
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     but have no cooperation agreement?

q  What if we cannot get an agreement?



Shared Visions: Summit I, Sponsored by HUD

Annual Performance Report

     Carol Quinlan
     National ONAP
     1999 Broadway, Suite 3390
     Denver, CO  80202
     Tele:  (303) 675-1600 ext. 3313
     Fax:   (303) 675-1662
     Carol_A._Quinlan@hud.gov



Shared Visions: Summit I, Sponsored by HUD

Annual Performance Report

q  Overview

q  Concerns

q  Proposed Changes



Department of Housing and Urban Development

Implementation of the Native American Housing Assistance and Self-
Determination Act of 1996; Final Rule

24 CFR PART 1000 -- NATIVE AMERICAN HOUSING ACTIVITIES

Subpart B--Affordable Housing Activities

Sec. 1000.102  What are eligible affordable housing activities?

    Eligible affordable housing activities are those described in section 202 of NAHASDA.

Sec. 1000.112  How will HUD determine whether to approve model housing
activities?

    HUD will review all proposals with the goal of approving the activities and encouraging
the flexibility, discretion, and self-determination granted to Indian tribes under
NAHASDA to formulate and operate innovative housing programs that meet the intent of
NAHASDA.

Sec. 1000.114  How long does HUD have to review and act on a proposal to provide
assistance to non low-income Indian families or a model housing activity?

    Whether submitted in the IHP or at any other time, HUD will have sixty calendar days
after receiving the proposal to notify the recipient in writing that the proposal to provide
assistance to non low-income Indian families or for model activities is approved or
disapproved. If no decision is made by HUD within sixty calendar days of receiving the
proposal, the proposal is deemed to have been approved by HUD.



Sec. 1000.116  What should HUD do before declining a proposal to provide
assistance to non low-income Indian families or a model housing activity ?

    HUD shall consult with a recipient regarding the recipient's proposal to provide
assistance to non low-income Indian families or a model housing activity. To the extent
resources are available, HUD shall provide technical assistance to the recipient in
amending and modifying the proposal if necessary. In case of a denial, HUD shall give the
specific reasons for the denial.

Sec. 1000.118  What recourse does a recipient have if HUD disapproves a proposal
to provide assistance to non low-income Indian families or a model housing activity?

(a)  Within thirty calendar days of receiving HUD's denial of a proposal to provide
assistance to non low-income Indian families or a model housing activity, the
recipient may request reconsideration of the denial in writing. The request shall set
forth justification for the reconsideration.

(b)  Within twenty calendar days of receiving the request, HUD shall reconsider the
      recipient's request and either affirm or reverse its initial decision in writing, setting
      forth its reasons for the decision. If the decision was made by the Assistant
      Secretary, the decision will constitute final agency action. If the decision was made
      at a lower level, then paragraphs (c) and (d) of this section will apply.

(c)  The recipient may appeal any denial of reconsideration by filing an appeal with the
      Assistant Secretary within twenty calendar days of receiving the denial. The appeal
      shall set forth the reasons why the recipient does not agree with HUD's decision
      and set forth justification for the reconsideration.

(d)  Within twenty calendar days of receipt of the appeal, the Assistant Secretary shall
      review the recipient's appeal and act on the appeal, setting forth the reasons for the
     decision.



Department of Housing and Urban Development

Implementation of the Native American Housing Assistance and Self-
Determination Act of 1996; Final Rule

24 CFR Part 1000 -- NATIVE AMERICAN HOUSING ACTIVITIES

Subpart C--Indian Housing Plan (IHP)

Sec. 1000.240  When is a local cooperation agreement required for affordable
housing activities?

    The requirement for a local cooperation agreement applies only to rental and lease-
purchase homeownership units assisted with IHBG funds which are owned by the Indian
tribe or TDHE.

Sec. 1000.242  When does the requirement for exemption from taxation apply to
affordable housing activities?

    The requirement for exemption from taxation applies only to rental and lease-purchase
homeownership units assisted with IHBG funds which are owned by the Indian tribe or
TDHE.



Department of Housing and Urban Development

Implementation of the Native American Housing Assistance and
Self-Determination Act of 1996; Final Rule

24 CFR Part 1000 -- NATIVE AMERICAN HOUSING ACTIVITIES

Subpart F--Recipient Monitoring, Oversight and Accountability

Sec. 1000.512  Are performance reports required?

    Yes. An annual report shall be submitted by the recipient to HUD and the Indian tribe
being served in a format acceptable by HUD. Annual performance reports shall contain:

(a)  The information required by sections 403(b) and 404(b) of NAHASDA;

(b)  Brief information on the following:

(1)  A comparison of actual accomplishments to the objectives established for the period;

(2)  The reasons for slippage if established objectives were not met; and

(3)  Analysis and explanation of cost overruns or high unit costs; and

    (c) Any information regarding the recipient's performance in accordance with HUD's
performance measures, as set forth in section Sec. 1000.524.

Sec. 1000.514  When must the annual performance report be submitted?

    The annual performance report must be submitted within 60 days of  the end of the
recipient's program year. If a justified request is submitted by the recipient, the Area
ONAP may extend the due date for
submission of the performance report.



Sec. 1000.516  What reporting period is covered by the annual performance report?

    For the first year of NAHASDA, the period to be covered by the annual performance
report will be October 1, 1997 through September 30, 1998. Subsequent reporting periods
will coincide with the recipient's program year.

Sec. 1000.518  When must a recipient obtain public comment on its annual
performance report?

    The recipient must make its report publicly available to tribal members, non-Indians
served under NAHASDA, and other citizens in the Indian area, in sufficient time to permit
comment before submission of the report to HUD. The recipient determines the manner
and times for making the report available.

    The recipient shall include a summary of any comments received by the grant
beneficiary or recipient from tribal members, non-Indians served under NAHASDA, and
other citizens in the Indian area.
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OMB Approval No. 2577-0218 (exp. 6/30/2001)

U. S. Department of Housing and Urban Development
Office of Public and Indian Housing
Office of Native American Programs

Indian Housing Plan

These forms meet the minimum requirements for an Indian Housing Plan (IHP) required
by the United States Department of Housing and Urban Development.  In addition to
these minimum requirements, a tribe/ tribally designated housing entity (TDHE) may
elect to prepare a more comprehensive IHP.  If a tribe/TDHE elects to prepare a more
comprehensive plan, the required elements of this IHP must still be submitted on the
prescribed HUD forms.
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Under the Native American Housing Assistance and Self-Determination Act of 1996 (NAHASDA) (25 U.S.C. 4104 et seq.) HUD will provide grants, loan
guarantees, and technical assistance to Indian tribes and Alaskan Native villages for the development and operation of low-income housing in Indian
areas.  Grants will be made to eligible recipients under the Indian Housing Block Grant Program.  To be eligible for the grants, respondents must submit
an Indian Housing Plan which meets the minimum requirements of the Act, consult with residents, prepare Title VI application/certification, submit
performance reports, and maintain records for HUD monitoring and audit review.

Public reporting burden for this collection of information is estimated to average 120 hours per response, including the time for reviewing instructions,
searching existing data sources, gathering and maintaining the data needed, and completing and reviewing the collection of information.

HUD will ensure that the information submitted complies with the requirements of the Act, approve/disapprove the IHP, and review and monitor the IHP.
Responses to this collection of information are mandatory to obtain a benefit.  The information requested does not lend itself to confidentiality.

This agency may not collect this information, and you are not required to complete this form, unless it displays a currently valid OMB control number.

Indian Housing Plan
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1.  Name and Address of Tribe (if only one tribe)

2.  Name and Address of Tribal Contact Person (if only one tribe) Telephone Number with Area Code (if only one tribe)

3.  Name and Address of Tribally Designated Housing Entity (TDHE) (if applicable)

4.  Name and Address of TDHE Contact Person Telephone Number with Area Code

5.  Type of Submission 6.  Federal Fiscal Year 7.  Grant Number 8.  Estimated Grant Amount 9.  Actual Grant Amount

Original  Amended  

10.Enter the name and address of the tribe and the name, address, and telephone number of the tribal contact person for each tribe included in this IHP.
This information may be reported like this:

Name of Tribe Address of Tribe Tribal Contact Person Address Phone

For HUD Date IHP is received by HUD: Time  IHP is received by HUD:
Use Only

Indian Housing Plan
Cover Sheet

Please read the instructions on
back before completing this
cover sheet

11.Title of the Authorized Official submitting the IHP

Signature & Date:

X
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Indian Housing Plan Cover Sheet Instructions

If the IHP is being submitted by a TDHE for more than one tribe,
leave lines 1 and 2 blank and provide this information in line 10.

1. Enter the name and address of the tribe for whom the IHP is
prepared.

2. Enter the name, telephone number, and address of the tribal
contact person.  The tribal contact person is the person who is
best able to answer questions regarding the IHP.  This informa-
tion should be provided even if the IHP was prepared by a tribally
designated housing entity (TDHE).

3. Complete the necessary information if the IHP is prepared by a
TDHE on behalf of a tribe(s).

4. Enter the name, telephone number, and address of the TDHE
contact person.  The TDHE contact person is the person who is
best able to answer questions regarding the IHP.

5. Check to indicate if the IHP is an original submission or an
amended submission.

6. Enter the Federal fiscal year for which funding will be made
available for the IHP.  For example, October 1, 1997 to Septem-
ber 30, 1998 is fiscal year 1998.

7. Enter the HUD-assigned grant number.

8. Enter the estimated grant amount expected to be received for the
1-year plan period.

9. If the actual grant amount is not known at the time the IHP is
submitted, leave the actual grant amount line blank.

10. Enter the name of the tribe and the name, telephone number,
and address of the tribal contact person for each tribe included
in this IHP.  The tribal contact person is the person who is best
able to answer questions regarding the IHP.

11. The cover sheet must be signed by an authorized official of the
tribe or TDHE submitting the plan.

For HUD use only :   The date and time the plan is received by HUD will
be completed by Area Office of Native American Programs (ONAP) staff.
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Indian Housing Plan
Table of Contents
This Table of Contents is for use by tribes/TDHEs to identify the
location of the required elements of the Indian Housing Plan.
For each element listed, enter the page number where the
information can be found in the IHP.

PageNumber

Five Year Plan Mission Statement ............................................................................................................. __________

Goals and Objectives. ....................................................................................................... __________

Activities Plan .................................................................................................................... __________

One Year Plan Goals and Objectives ........................................................................................................ __________

Statement of Needs ........................................................................................................... __________

Table 1 - Statement of Needs ........................................................................................... __________

Financial Resources ......................................................................................................... __________

Table 2 - Financial Resources .......................................................................................... __________

Table 3 - Housing Profile .................................................................................................. __________

Affordable Housing Resources including a description of:

The characteristics of the housing market. ................................................................ __________

The structure/coordination/cooperation with other entities ...................................... __________

The manner in which housing needs will be addressed .......................................... __________

The manner in which 1937 Act housing will be protected/maintained .................... __________

Existing/anticipated homeownership/rental programs ............................................. __________

Existing/anticipated housing rehabilitation programs .............................................. __________

All other existing/anticipated housing assistance .................................................... __________

Housing to be demolished or disposed of ................................................................ __________

Coordination with tribal and State welfare agencies ................................................ __________

The manner in which safety and resident involvement will be promoted ................ __________

Organizational capacity and key personnel that will carry out IHP activities .......... __________

Performance Objectives .................................................................................................... __________

Useful Life .......................................................................................................................... __________

Model Activities .................................................................................................................. __________

Tribal and Indian Preference ............................................................................................ __________

Percentage of Planning and Administration .................................................................... __________

Minimal Funding ................................................................................................................ __________

Method of Payment ........................................................................................................... __________

Environmental Review - Expression of Intent (Optional) ................................................. __________

Standard Certification of Compliance ............................................................................... __________

Tribal Certification ............................................................................................................. __________
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One Year Indian Housing Plan
Respond to each of the elements requested in the 1-year plan section of the IHP. In addition to text, information may be presented in the form
of charts, tables, maps, etc.  If a particular section does not apply because the tribe/TDHE will not carry out a specified activity, enter NA.

The 1-Year Plan section of the Indian Housing Plan must contain information, relating to the upcoming fiscal year for which assistance
is to be made available, including the following:

Five Year Indian Housing Plan
Respond to each of the elements requested in the 5-year plan section of the IHP. In addition to text, information may be presented in the form
of charts, tables, maps, etc.

The 5-Year Plan section of the Indian Housing Plan must contain, with respect to the 5-year period beginning with the fiscal year for which
the plan is submitted, the following information:

1. Goals and Objectives .  A statement of the goals and objectives
to be accomplished during the period that are measurable as
determined by the tribe/TDHE.

2. Statement of Needs.   A statement of the housing needs of the
low-income Indian families residing in the jurisdiction of the
Indian tribe, and outside the jurisdiction where tribal needs
require consideration, and the means by which such needs will
be addressed during the 1-year period, including a description
of:
a. the estimated housing needs and the need for assistance for

the low-income Indian families in the jurisdiction, and out-
side the jurisdiction where tribal needs require consider-
ation, including a description of the manner in which the
geographical distribution of assistance is consistent with the
geographical needs and needs for various categories of
housing assistance; and

b. the estimated housing needs for all Indian families in the
jurisdiction.

3. Financial Resources .  An operating budget for the recipient
including:
a. an identification and a description of the financial resources

reasonably available to the recipient to carry out the purposes
of NAHASDA, including an explanation of the manner in which
amounts made available will leverage additional resources;
and

b. the uses to which such resources will be committed, includ-
ing eligible and required affordable housing activities under
title II of NAHASDA and administrative expenses.

4. Affordable Housing Resources .  A statement of the affordable
housing resources currently available and to be made available
during the period, including a description of:
a. the significant characteristics of the housing market in the

jurisdiction, including the availability of housing from other
public sources, private market housing, and the manner in
which such characteristics influence the decision of the recipi-
ent to use grant amounts to be provided under NAHASDA for
rental assistance, production of new units, acquisition of existing
units, or rehabilitation of units;

b. the structure, coordination, and means of cooperation be-
tween the recipient and any other governmental entities in the
development, submission, or implementation of housing plans,
including a description of the involvement of private, public,
and nonprofit organizations and institutions, and the use of loan
guarantees under section 184 of the Housing and Community
Development Act of 1992, and other housing assistance provided
by the Federal Government for Indian tribes, including loans,
grants, and mortgage insurance;

c. the manner in which the plan will address the needs identified
pursuant to the Statement of Needs Section in paragraph 2;

d. the manner in which the recipient will protect and maintain the
viability of housing owned and operated by the recipient that
was developed under a contract between the Secretary and an
Indian housing authority pursuant to the United States Hous-
ing Act of 1937;

e. any existing and anticipated homeownership programs and
rental programs to be carried out during the period, and the
requirements and assistance available under such pro-
grams;

f. any existing and anticipated housing rehabilitation pro-
grams necessary to ensure the long-term viability of the
housing to be carried out during the period, and the require-
ments and assistance available under such programs;

g. all other existing or anticipated housing assistance provided
by the recipient during the period, including transitional
housing, homeless housing, college housing, supportive
services housing, and the requirements and assistance
available under such programs;

h. any housing to be demolished or disposed of, a timetable for
such demolition or disposition, and any other information
required by the Secretary with respect to such demolition or
disposition including a financial analysis regarding the
proposed demolition/disposition;

i. the manner in which the recipient will coordinate with tribal
and State welfare agencies to ensure that residents of such
housing will be provided with access to resources to assist
in obtaining employment and achieving self-sufficiency;

j. the requirements established by the recipient to promote the
safety of residents of such housing, facilitate the undertaking
of crime prevention measures, allow resident input and
involvement, including the establishment of resident orga-
nizations, and allow for the coordination of crime prevention
activities between the recipient and tribal and local law
enforcement officials; and

k. the entity that will carry out the activities under the plan,
including the organizational capacity and key personnel of the
entity.

5. Performance Objectives .  In accordance with 24 CFR 1000.504,
performance objectives are to be developed by each recipient
and included in this 1-year plan.  Performance objectives are
criteria by which the recipient will monitor and evaluate its
performance; provide quantitative measurements by which the
recipient will gauge its performance; and determine the impact
and benefit the grant beneficiary derives from the accomplish-
ments obtained under the plan.  For example, if in the IHP, the
recipient indicates it will build new houses, the performance
objective may be the completion of the homes within a certain
time period and within a certain budgeted amount, and measure
the numbers of tribal members and families served.

1. Mission Statement.   A general statement of the mission of the
Indian tribe to serve the needs of the low-income families in the
jurisdiction of the Indian tribe (as defined in the regulation under
Indian Area) during the 5-year period.

2. Goals and Objectives .  A statement of the goals and objectives of
the Indian tribe to enable the tribe to serve the needs identified in
the mission statement.

3. Activities Plan.   An overview of the activities planned during the
period including an analysis of the manner in which the activities
will enable the tribe to meet its mission, goals, and objectives.
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Part III:  Current Status and Future Needs
Type of Housing Existing Housing Unmet Needs for Unmet Needs for

All Indian Families Low-Income Indian Families
column a column b column c column d

a. Number of Units

b. Number of Units Needing Rehabilitation

a. Number of Units

b. Number of Units Needing Rehabilitation

10. Supportive Service Housing (# of units)

11. College Housing (# of units)

12. Transitional Housing (# of units)

13. Homeless Housing (# of beds)

Part IV:  Other Current Status and Future Needs (Optional)
14.
Data Source:

Part I:  Tribal Profile for Indian Area All Indians in the Indian Area

All Income Levels Low-Income
column a column b column c

1. Total Indian Population

2. Number of Indian Families

3. Number of Elderly Indian Families

4. Number of Near-Elderly Indian Families (optional)

5. Number of Indian Families Living in Substandard Housing

6. Number of Indian Families Living in Over-Crowded Conditions

Part II:  Tribal Profile for Indian Area (Optional) All Income Levels Low-Income

7.

Table 1
Statement of Needs

Name of Tribe:

Name of TDHE: (if applicable)

Grant Number:

Federal Fiscal Year: Tribal/TDHE Program Year:

Indian Area:

8. Rental
Housing

9. Homeowner
Housing
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Instructions:  Table 1:  Statement of Needs
Complete the table in accordance with the instructions below.

Table Heading
Enter the name of the tribe for whom the table is prepared and the
name of the tribally designated housing entity (TDHE) if the IHP
is prepared by a TDHE on behalf of the tribe.  Enter the HUD
assigned tribal grant number for the Federal fiscal year for which
the table is prepared and the Federal fiscal year for which
assistance is to be made available.  For example, October 1, 1997
to September 30, 1998 is Federal fiscal year 1998.   Enter the
starting date of the tribal/TDHE designated program year (mm/dd/
yyyy).

Describe the Indian area which the data in the table represents.
The Indian area is the area within which an Indian tribe operates
affordable housing programs or the area in which a TDHE is
authorized by one or more Indian Tribes to operate affordable
housing programs.

Definitions:   The following definitions are to be used when
completing Table 1.

Low-income family :  A low-income family is a family whose
income does not exceed 80 percent of the median income for the
area, as determined by the Secretary with adjustments for smaller
and larger families, except that the Secretary may establish
income ceilings higher or lower than 80 percent of the median for
the area on the basis of the findings of the Secretary or the agency
that such variations are necessary because of prevailing levels of
construction costs or unusually high or low family incomes.

Family :  The term family includes, but is not limited to, a family
with or without children, an elderly family, a near-elderly family, a
disabled family, a single person, as determined by the Indian tribe.

Median income :  The definition of median income, with respect
to an Indian area, is the greater of the median income for the
Indian area, which the Secretary shall determine; or the median
income for the United States.

Elderly family :  The term elderly family means a family whose
head (or his or her spouse), or whose sole member, is an elderly
person (at least 62 years of age). Such terms include 2 or more
elderly persons living together, and 1 or more such persons living
with 1 or more persons determined under the Indian housing plan
for the agency to be essential to their care or well-being.

Near-elderly family :  The term near-elderly family means a family
whose head (or his or her spouse), or whose sole member, is a
near-elderly person (at least 55 years of age and less than 62
years of age).  Such terms include 2 or more near-elderly persons
living together, and 1 or more such persons living with 1 or more
persons determined under the Indian housing plan for the agency
to be essential to their care or well-being.

The following definitions may be adopted by the tribe/THDE or the
tribe/THDE may develop its own definitions.

Substandard housing :  Substandard housing is a housing unit
that is dilapidated; does not have operable indoor plumbing; does
not have a usable flush toilet inside the unit for the exclusive use
of a family; does not have a usable bathtub or shower inside the
unit for the exclusive use of a family; does not have electricity, or
has inadequate or unsafe electrical service; does not have a safe
or adequate source of heat; should, but does not, have a kitchen;
or has been declared unfit for habitation by an agency or unit of
government.

Dilapidated housing :  A dilapidated housing unit is a unit that
does not provide safe and adequate shelter, and in its present
condition endangers the health, safety, or well-being of a family;
or a unit that has one or more critical defects, or a combination of

intermediate defects in sufficient number or extent to require
considerable repair or rebuilding.  The defects may involve origi-
nal construction, or they may result from continued neglect or lack
of repair or from serious damage to the structure.

Overcrowded conditions :  Overcrowded means households
with more than 1.01 persons per room.

Units needing rehabilitation :  Units in need of rehabilitation are
units which fail to meet the tribe’s/TDHE’s housing quality stan-
dards (HQS).  The tribe’s/TDHE’s HQS must be at least as
stringent as those used for the Section 8 program (see 24 CFR
982.401) unless the Area ONAP approves less stringent stan-
dards based on a determination that local conditions make the use
of the Section 8 standards infeasible. Any less stringent standards
must still, however, provide:

1. that the house is safe, in a physically sound condition with
all systems performing their intended design functions;

2. a livable home environment;

3. an energy efficient building and systems which incorporate
energy conservation measures;

4. adequate space and privacy for all intended household
members.

Supportive service housing :  Supportive service housing is
housing, including housing units and group quarters, that has a
supportive environment and includes a planned supportive ser-
vice component.  A planned supportive service component in-
cludes services provided to residents of supportive service hous-
ing for the purpose of facilitating the independence of residents.
Examples of services include case management, medical or
psychological counseling and supervision, child care, transporta-
tion, and job training.

College housing :  College housing is housing, the primary
purpose of which is to provide housing for students who are
attending post high school educational facilities.

Transitional housing :  Transitional housing is housing, the
purpose of which is to facilitate the movement of homeless
individuals and families to permanent housing within 24 months.

Homeless housing :  Homeless housing is any facility, the pri-
mary purpose of which is to provide temporary or transitional
shelter for the homeless in general or for specific populations of
the homeless.

Part I:  Tribal Profile for Indian Area
The information required in Part I relates to Indian persons and
families.

Column a:  Person and Family Categories: This column lists
selected categories for data collection. Line 1 requests informa-
tion in terms of persons and lines 2-6 requests information in
terms of families.

Columns b and c should include all Indians in the Indian area.

Column b:  All Income Levels: Enter the requested information for
Indians at all income levels including low-income.

Column c:  Low-Income: Enter the requested information for low-
income Indians. This column is a subset of column b and there-
fore, the numbers entered in this column should never be greater
than those entered in column b.

Line 1: Total Indian Population:  Enter the total number of
Indian persons.
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Line 2: Number of Indian Families:  Enter the total number of
Indian families.

Line 3: Number of Elderly Indian Families:  Enter the total
number of elderly Indian families.

Line 4: Number of Near-Elderly Indian Families:  Enter the
total number of near-elderly Indian families.  This
information is optional.

Line 5: Number of Indian Families Living in Substandard
Housing:  Enter the number of Indian families who are
currently living in substandard housing.

Line 6: Number of Indian Families Living in Over-Crowded
Conditions:  Enter the number of Indian families who
are currently living in overcrowded housing.

Part II:  Tribal Profile for Indian Area  (Optional)
Part II is optional and allows tribes/TDHEs to provide information
pertaining to any category of persons or families that they believe
should be included in Table 1.

Column a:  Person and Family Categories: Enter tribal/TDHE
selected categories of persons or families.  A definition of each
category must be included as an attachment to this table.

Columns b and c:  The instructions for these columns are the same
as Part I except columns a, b, and c can represent Indians and
non-Indians as determined by the categories selected.

Line 7: Enter the tribal/TDHE selected categories of persons
and/or families. For example, non-Indians to be served
under NAHASDA. (use as many lines as necessary
numbered 7a, 7b, 7c, etc.  An attachment may be used
if needed.)

Part III:  Current Status and Future Needs
The information required in Part III relates to Indian persons and
families.

Column a:  Type of Housing: This column lists selected housing
categories.

Column b:  Existing Housing: Enter the number of existing housing
units (or beds in the case of homeless housing) in the Indian area
for each housing category described on lines 8-13.

Column c:  Unmet Needs for All Indian Families: Enter the number
of  new housing units (or beds in the case of homeless housing)
needed for all Indian families for each housing category described
on lines 8-13.

Column d:  Unmet Needs for Low-Income Indian Families: Enter
the number of new housing units (or beds in the case of homeless
housing) needed for low-income Indian families for each housing
category described on lines 8-13.  This column is a subset of
column c.  Therefore, the numbers entered in this column should
never be greater than those entered in column c.

Line 8a: Rental Housing-Number of Units:  Enter the number
of rental housing units including units that were
developed under the 1937 Housing Act or are pri-
vately owned (include tribal housing) that are occu-
pied or vacant.  However, do not include supportive
service housing, college housing, transitional hous-
ing, or homeless housing.  These categories of
housing are listed on lines 10-13.

Line 8b: Rental Housing-Number of Units Needing Rehabili-
tation:  Enter the number of rental housing units
(from those entered in line 8a) that are in need of
rehabilitation.

Line 9a: Homeowner Housing-Number of Units:  Enter the
number of owner occupied housing units (occupied
or vacant) including Turnkey III and Mutual Help
housing developed under the 1937 Housing Act, and
privately owned housing.

Line 9b: Homeowner Housing-Number of Units Needing Re-
habilitation:  Enter the number of owner housing
units (from those entered in line 9a) that are in need
of rehabilitation.

Line 10: Supportive Service Housing:  Enter the number of
supportive service housing units.

Line 11: College Housing:  Enter the number of college hous-
ing units.

Line 12: Transitional Housing:  Enter the number of transi-
tional housing units.

Line 13:  Homeless Housing:  Enter the number of homeless
housing in terms of beds.

Part IV:  Other Current Status and Future Needs  (Optional)
Part IV is optional and allows tribes/TDHEs to provide information
pertaining to any category of housing that they believe should be
included in Table 1.  Additional information describing local
circumstances and concerns may be included when the tribe
determines it appropriate to the IHP.

Column a:  Types of Housing: Enter tribal/TDHE selected types of
housing.  For example, elderly housing.  A definition of each
category must be included as an attachment to this table.

Columns b, c, and d:  The instructions for these columns are the
same as Part III.

Line 14: Enter the tribal/TDHE selected types of housing as
described in column a above (use as many lines as
necessary numbered 14a, 14b, 14c, etc.  An attach-
ment may be used if needed.)

Data Source:  Describe the sources of data for the information
contained in the table.
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Part I:  Sources of Funds for NAHASDA Activities
Sources of Funds Planned Amount

column a column b

1. HUD Resources

a. NAHASDA Block Grant

b. NAHASDA Program Income

c. NAHASDA Title VI

d. Section 184 Loan Guarantee

e. Indian Community Development Block Grant

f. Drug Elimination Grants and Drug Technical Assistance

g. Prior Year Funds

h. Other

2. Existing Program Resources

a. 1937 Housing Act Programs

b. Other HUD Programs

3. Other Federal or State Resources

a. BIA Home Improvement Program

b. Other

4. Private Resources

a. Tribal Contributions for affordable housing

b. Financial Institution

c. Other

5. Other

6. Total Resources

Table 2
Financial Resources

Name of Tribe:

Name of TDHE: (if applicable)

Grant Number:

Federal Fiscal Year: Tribal/TDHE Program Year:

Type of Submission:   Original  Amended
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Part II:  Allocation of Funds for NAHASDA Activities

Activity Planned
Budgeted Amount Number of Units Number of Families

column a column b column c column d

7. Indian Housing Assistance

a. Modernization (1937 Housing Act)

b. Operating (1937 Housing Act)

8. Development

1. Construction of new units

2. Acquisition

3. Rehabilitation

1. Construction of new units

2. Acquisition

3. Rehabilitation

9. Housing Services

10. Housing Management  Services

11. Crime Prevention and Safety

12. Model Activities (specify below)

a.

13. Planning and Administration

14. Reserves

15. Other

16. Total

Table 2 Financial Resources Continued

a. Rental

b.  Home-
ownership
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Instructions:  Table 2:  Financial Resources
The allocation of resources should be consistent with the state-
ment of needs in the IHP including Table 1.  Complete the table
in accordance with the instructions below.

Table Heading
Name of tribe:  Enter the name of the tribe for whom the table is
prepared.

TDHE Name (if applicable):  Enter the name of the tribally
designated housing entity (TDHE) if the IHP is prepared by a
TDHE on behalf of the tribe.

Grant Number:  Enter the HUD assigned tribal grant number for
the Federal fiscal year for which the table is prepared.

Federal Fiscal Year:  Enter the Federal fiscal year for which
assistance is to be made available.  For example, October 1, 1997
to September 30, 1998 is federal fiscal year 1998.

Tribal/TDHE Program Year: Enter the starting date of the tribal/
TDHE designated program year (mm/dd/yyyy).

Type of Submission:  Enter an “X” if this table is an original
submission.  Enter an “X” if this table amends a prior submission.

Part I:  Sources of Funds for NAHASDA Activities
In part I of Table 2, list only the sources of funds and related dollar
amounts that will be used for NAHASDA eligible activities.
NAHASDA eligible activities are listed in Part II of this table.

If the exact amount of funds reasonably expected to be made
available during the plan period is not known at the time the IHP
is prepared, estimate amounts as accurately as possible.

Column a:  Sources of Funds: This column lists selected sources
of funds that may be used for NAHASDA activities.  No data is
required to be entered in this column unless a tribe/TDHE elects
to include funding sources that are not already listed.

Column b:  Planned Amount: Enter the amount of funds that are
expected to be received during the period of time covered by the
1-year plan that will be used for NAHASDA eligible activities.

Line 1a: NAHASDA Block Grant:  Enter the amount of
NAHASDA block grant funds expected to be re-
ceived during the period covered by 1-year plan.

Line 1b: NAHASDA Program Income:  Enter the amount of
NAHASDA program income that is expected to be
received during the period covered by the 1-year
plan.  Program income is defined in the final rule.

Line 1c: NAHASDA Title VI: Enter the amount of NAHASDA
Title VI funds expected to be received during the
period covered by the 1-year plan.

Line 1d: Section 184 Loan Guarantee:  Enter the amount of
Section 184 Loan Guarantee funds expected to be
reserved during the period covered by the 1-year
plan.

Line 1e: Indian Community Development Block Grant:  Enter
the amount of Indian Community Development Block
Grant funds   expected to be received during the
period covered by the 1-year plan which will be used
for NAHASDA eligible activities.

Line 1f: Drug Elimination Grants and Drug Technical Assis-
tance:  Enter the amount of Drug Elimination Grant
and Drug Technical Assistance funds expected to be
received during the period covered by the 1-year
plan which will be used for NAHASDA eligible activities.

Line 1g: Prior Year Funds:  Enter the amount of NAHASDA
funds from previous years that have not been pro-
grammed in a previous IHP, and are available for use
during the period covered by the 1-year plan.  No
data is required on this line for the first year of
NAHASDA.

Line 1h: Other: In column a, enter the name(s) of HUD
programs that are not listed above, but for which
funds are expected to be received during the period
covered by the 1-year plan and are to be used for
NAHASDA eligible activities. In column b, enter the
amount of funds expected to be received.

Line 2a: 1937 Housing Act Programs:  Enter the amount of
unobligated funds from the programs listed below.
Remaining funds from the programs listed below will
be incorporated into the NAHASDA program as of
October 1, 1997, and will be governed by NAHASDA
rules.
1937 Housing Act Programs:
Comprehensive Improvement Assistance Program
Comprehensive Grant Program
Development Programs
Operating Subsidy and Cash Reserves
Homebuyer Equity
Proceeds From Sale

Line 2b: Other HUD Programs:  Enter the amount of unobli-
gated funds from the programs listed below.
HOPE
HOME
Youthbuild
Economic Development Supportive Services
Family Investment Centers
Section 8 Rental Assistance/Renewals
Emergency Shelter Grants

Line 3a: BIA Home Improvement Program: Enter the amount
of BIA Home Improvement Program funds expected
to be received during the period covered by the 1-
year plan which will be used for NAHASDA eligible
activities.

Line 3b: Other: In column a, enter the name(s) of other
federal or state resources that are not listed above,
but for which funds are expected to be received
during the period covered by the 1-year plan and are
to be used for NAHASDA eligible activities.  In
column b, enter the amount of funds expected to be
received.

Line 4a: Tribal Contributions for affordable housing:  Enter
the  amount of tribal contributions expected to be
received during the period covered by the 1-year
plan which will be used for NAHASDA eligible activities.

Line 4b: Financial Institution:  Enter the amount of funds
expected to be received from financial institutions
(banks, mortgage companies, credit unions, etc.)
during the period covered by the 1-year plan which
will be used for NAHASDA eligible activities.  Do not
include the amount of funds expected to be received
under NAHASDA Title VI or Section 184.  Funds from
these sources will be listed in lines 1c and 1d,
respectively.

Line 4c: Other: In column a, enter the name(s) of other
private resources that are not listed above, but for
which funds are expected to be received during the
period covered by the 1-year plan and are to be used
for NAHASDA eligible activities.  In column b, enter
the amount of funds expected to be received.
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Line 5: Other:  In column a, enter any other funding source
that is not listed above, but for which funds are
expected to be received during the period covered by
the 1-year plan and are to be used for NAHASDA
eligible activities.  In column b, enter the amount of
funds expected to be received.

Line 6: Total Resources:  Enter the total amount of all
resources by adding lines 1 through 5.

Part II:  Allocation of Funds for NAHASDA Activities
Column a:  Activity:  This column lists the NAHASDA Eligible
Activities.  If model activities are to be undertaken as part of the
1-year plan, they must be identified on line 12.

Column b:  Budgeted Amount:  Enter the amount of funds to be
budgeted for each NAHASDA activity.  This number should
include direct program costs, e.g., program materials and con-
tract costs associated with the eligible activity.   Staff and
overhead costs directly related to carrying out affordable housing
activities can be determined to be eligible costs of the affordable
housing activity or considered administration or planning (line 13)
at the discretion of the recipient.

Column c:  Number of Units:  Enter the number of units to be
completed for each activity which shows a budgeted amount in
column b.

Column d:  Number of Families:  Enter the number of families that
will be assisted through each activity which shows a budgeted
amount in column b.

Line 7a: Modernization:  Enter the requested information for
modernization activities for housing previously de-
veloped or operated pursuant to a contract between
the Secretary and an Indian housing authority.  (1937
Housing Act units)

Line 7b: Operating:  Enter the requested information for op-
eration activities for housing previously developed or
operated pursuant to a contract between the Secre-
tary and an Indian housing authority.  (1937 Housing
Act units)

Line 8: Development:  This line is a heading for lines 8a and
8b.

Line 8.a.1: Rental-Construction of new units:  Enter the re-
quested information for the construction of new
rental units.

Line 8.a.2: Rental-Acquisition:  Enter the requested informa-
tion for the acquisition of new rental units.

Line 8.a.3: Rental-Rehabilitation:  Enter the requested infor-
mation for the rehabilitation of rental units.

Line 8.b.1: Home Ownership-Construction of new units:  Enter
the requested information for the construction of
new homeownership units.

Line 8.b.2: Home Ownership-Acquisition:  Enter the requested
information for the acquisition of homeownership
units.

Line 8.b.3: Home Ownership-Rehabilitation:  Enter the re-
quested information for the rehabilitation of
homeownership units.

Line 9: Housing Services:  Enter the requested information
for housing services.  Housing services include the
provision of housing-related services for affordable
housing, such as housing counseling in connection
with rental or homeownership assistance, establish-
ment and support of resident organizations and

resident management corporations, energy audit-
ing, activities related to the provision of self-suffi-
ciency and other services, and other services related
to assisting owners, tenants, contractors, and other
entities, participating or seeking to participate in
other housing activities assisted pursuant to section
202 of NAHASDA.

Line 10: Housing Management Services:  Enter the requested
information for housing management services.  Hous-
ing management services include the provision of
management services for affordable housing, in-
cluding preparation of work specifications, loan pro-
cessing, inspections, maintenance, tenant selec-
tion, management of tenant-based rental assistance,
and management of affordable housing projects.

Line 11: Crime Prevention and Safety:  Enter the requested
information for crime prevention and safety activi-
ties.  Crime prevention and safety activities include
the provision of safety, security, and law enforce-
ment measures and activities appropriate to protect
residents of affordable housing from crime.  Costs
for crime prevention and safety apply to 1937 Hous-
ing Act assisted units as well as other units.

Line 12: Model Activities (specify below):  Housing activities
under model programs are activities that are de-
signed to carry out the purposes of NAHASDA.  Note:
Model activities must be approved by the Secretary.
Listing a model activity on this table does not consti-
tute Secretarial approval.

Line 12a: Enter the name of the model activity in column a. In
columns b, c, and d, enter the requested information
for the model activity. (use as many lines as neces-
sary numbered 12a, 12b, 12c, etc.)

Line 13: Planning and Administration:  Enter the requested
information for planning and administration.  Plan-
ning and administration are defined in the Final Rule.

Line 14: Reserves:  If the tribe/TDHE plans to reserve any of
its funds for use in future years, enter the amount in
column b.

Line 15: Other:  Any other use of funds should be identified
here and a description of the activity should be
included as an attachment to Table 2.

Line 16: Total:  Enter the totals of lines 7 through 15.
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Part I:  1937 Housing Act Inventory Under Management
Housing Inventory Number of Units Number of Units

(Subtotal) (Total)
column a column b column c

1. Mutual Help Units Under Management as of September 30

2. Low Rent Units Under Management as of September 30

3. Turnkey III  Units Under Management as of September 30

4. Total Beginning 1937 Housing Act Inventory

a. Mutual Help

b. Low Rent

c. Turnkey III

d. Total ( )

a. Mutual Help

b. Low Rent

c. Turnkey III

d. Total ( )

7. Total Planned Ending 1937 Housing Act Inventory as of Sept.  30

Part II:   1937 Housing Act Inventory in the Development Pipeline

8. Mutual Help Units in the Pipeline as of September 30

9. Low Rent Units in the Pipeline as of September 30

10. Total Units in Pipeline as of September 30

Part III:   Section 8 Vouchers and Certificates

11. Section 8 Vouchers and Certificates as of September 30

Part IV:   NAHASDA Units

12. Total NAHASDA Units as of September 30

5. Units Planned to be
Demolished or
Disposed of During
Plan Period

6. Units Planned to be
Conveyed During  Plan
Period

Table 3
Housing Profile

Name of Tribe:

Name of TDHE: (if applicable)

Grant Number:

Federal Fiscal Year: Tribal/TDHE Program Year:
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Instructions:  Table 3:  Housing Profile
Complete the table in accordance with the instructions below.
Table Heading
Name of Tribe:  Enter the name of the tribe for whom the table is
prepared.
Name of TDHE (if applicable):  Enter the name of the tribally
designated housing entity (TDHE) if the IHP is prepared by a TDHE
on behalf of the tribe.
Grant Number:  Enter the HUD assigned tribal grant number for the
Federal fiscal year for which the table is prepared.

Federal Fiscal Year:  Enter the Federal fiscal year for which assis-
tance is to be made available.  For example, October 1, 1997 to
September 30, 1998 is federal fiscal year 1998.

Tribal/TDHE Program Year: Enter the starting date of the tribal/TDHE
designated program year (mm/dd/yyyy).
Column a:  Housing Inventory:  Column a lists housing inventory
including 1937 Housing Act units, Section 8 Vouchers and Certifi-
cates, and NAHASDA units.
Column b:  Number of Units (Subtotal):  Enter the subtotal amount for
the number of units as requested.
Column c:  Number of Units (Total):  Enter the total amount for the
numbers of units as requested.

Part I:  1937 Housing Act Inventory Under Management
Line 1:  Mutual Help Units Under Management as of September 30:
Enter the number of Mutual Help units which are/were owned or
operated pursuant to an Annual Contributions Contract (ACC) and
under management as of September 30 of the Federal fiscal year
preceding the Federal fiscal year that funding will be received for this
1-year plan.  For example, October 1, 1997 to September 30, 1998
is Federal fiscal year 1998.  If a tribe’s 1-year plan will cover the period
of time from October 1, 1997 to September 30, 1998, the number of
Mutual Help units entered on this line should be the number of units
as of September 30, 1997.
Line 2:  Low Rent Units Under Management as of September 30:
Enter the number of Low Rent units which are/were owned or
operated pursuant to an ACC and under management as of Septem-
ber 30 of the Federal fiscal year preceding the Federal fiscal year that
funding will be received for this 1-year plan.  For example, October
1, 1997 to September 30, 1998 is Federal fiscal year 1998.  If a tribe’s
1-year plan will cover the period of time from October 1, 1997 to
September 30, 1998, the number of Low Rent units entered on this
line should be the number of units as of September 30, 1997.
Line 3:  Turnkey III Units Under Management as of September 30:
Enter the number of Turnkey III units which are/were owned or
operated pursuant to an Annual Contributions Contract ACC and
under management as of September 30 of the Federal fiscal year
preceding the Federal fiscal year that funding will be received for this
1-year plan.  For example, October 1, 1997 to September 30, 1998
is Federal fiscal year 1998.  If a tribe’s 1-year plan will cover the period
of time from October 1, 1997 to September 30, 1998, the number of
Turnkey III units entered on this line should be the number of units
as of September 30, 1997.

Line 4:  Total beginning 1937 Housing Act Inventory:  Enter the total
of lines 1 through 3.
Line 5a:  Mutual Help Units Planned to be Demolished or Disposed
of During Plan Period:  Enter the number of Mutual Help units
planned to be demolished or disposed of during the 1-year plan
period.  Do not include conveyed units.

Line 5b:  Low Rent Units Planned to be Demolished or Disposed of
During Plan Period:  Enter the number of Low Rent units planned to
be demolished or disposed of during the 1-year plan period.   Do not
include conveyed units.

Line 5c:  Turnkey III Units Planned to be Demolished or Disposed of
During Plan Period:  Enter the number of Turnkey III units planned
to be demolished or disposed of during the 1-year plan period.  Do
not include conveyed units.
Line 5d:  Total:  Enter the total of lines 5a through 5c.
Line 6a:  Mutual Help Units Planned to be Conveyed During Plan
Period:  Enter the number of Mutual Help units planned to be
conveyed to homebuyers during the 1-year plan period.
Line 6b:  Low Rent Units Planned to be Conveyed During Plan
Period:    Enter the number of Low Rent units planned to be conveyed
to tenants during the 1-year plan period.
Line 6c:  Turnkey III Units Planned to be Conveyed During Plan
Period:  Enter the number of Turnkey III units planned to be conveyed
to homebuyers during the 1-year plan period.
Line 6d:  Total:  Enter the total of lines 6a through 6c.

Line 7: Total Planned Ending 1937 Housing Act Inventory as of
September 30:  Enter the total of line 4 minus lines 5d and 6d.   This
is the estimated total assisted housing stock which is owned or
operated pursuant to an ACC and under management by a tribe/
TDHE at the end of the Federal fiscal year for which funding will be
received for this 1-year plan.

Part II:  1937 Housing Act Inventory in the Development Pipeline
Line 8:  Mutual Help Units in the Pipeline as of September 30:   Enter
the number of Mutual Help units which are in the development
pipeline (planned or under construction) as of September 30 of the
Federal fiscal year preceding the Federal fiscal year that funding will
be received for this 1-year plan.  For example, October 1, 1997 to
September 30, 1998 is Federal fiscal year 1998.  If a tribe’s 1-year
plan will cover the period of time from October 1, 1997 to September
30, 1998, the number of Mutual Help units entered on this line should
be the number of units as of September 30, 1997.
Line 9:  Low Rent Units in the Pipeline as of September 30:  Enter the
number of Low Rent units which are in the development pipeline
(planned or under construction) as of September 30 of the Federal
fiscal year preceding the Federal fiscal year that funding will be
received for this 1-year plan.  For example, October 1, 1997 to
September 30, 1998 is Federal fiscal year 1998.  If a tribe’s 1-year
plan will cover the period of time from October 1, 1997 to September
30, 1998, the number of Low Rent units entered on this line should
be the number of units as of September 30, 1997.
Line 10:  Total Units in Pipeline as of September 30:  Enter the total
of lines 8 and 9.

Part III:  Section 8 Vouchers and Certificates
Line 11:  Section 8 Vouchers and Certificates as of October 1:  Enter
the total number of Section 8 Vouchers and Certificates approved for
the tribe/TDHE as of September 30 of the Federal fiscal year
preceding the Federal fiscal year that funding will be received for this
1-year plan.  For example, October 1, 1997 to September 30, 1998
is Federal fiscal year 1998.  If a tribe’s 1-year plan will cover the period
of time from October 1, 1997 to September 30, 1998, the number of
Section 8 Vouchers and Certificates entered on this line should be
the number of units as of September 30, 1997.

Part IV:  NAHASDA Units
Line 12:  Total NAHASDA Units as of October 1:  Enter the total
number of units that have been completed (are occupied or are ready
for occupancy) with NAHASDA funds as of September 30 of the
Federal fiscal year preceding the Federal fiscal year that funding will
be received for this 1-year plan.  For example, October 1, 1997 to
September 30, 1998 is Federal fiscal year 1998.  If a tribe’s 1-year
plan will cover the period of time from October 1, 1997 to September
30, 1998, the number of NAHASDA units entered on this line should
be the number of units as of September 30, 1997.  No data is required
on this line for the first year of NAHASDA.
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Other Submissions:

Recipients of NAHASDA funds are required to prepare and submit
the following information:

1. Useful Life :  Sections 205(a)(2) and 209 of NAHASDA re-
quires that housing remain affordable.  Each recipient will
determine the “useful life” period for its units.  The useful life
of each assisted housing unit in each development must be
described.  This information may be described here or in the
affordable housing resources section of the 1-year plan.

2. Model Housing Activities :  Recipients are required to submit
proposals to operate model housing activities or other hous-
ing programs as defined in NAHASDA sections 201(b)(2) and
202(6) for non low-income families. Assistance to non low-
income Indian families must be in accordance with the Final
Rule.  If a model housing activity is to be undertaken during
the 1-year plan period, proposals may be included here, in the
affordable housing resources section of the 1-year plan, as an
amendment to the IHP, or by special request to HUD at any
time.  All proposals must be approved by the Secretary prior
to beginning any model housing activity.

3. Tribal and other Indian Preference :  Section 201(b)(4) of
NAHASDA allows preference for tribal members and other
Indian families.  If preference will be given to tribal members
or other Indian families, the preference policy must be de-
scribed.  This information may be provided here or in the
affordable housing resources section of the 1-year plan.

4. Planning and Administration :  In accordance with the Final
Rule, state the percentage of annual grant funds which will be
used for planning and administrative purposes.  If the amount
is over 20 percent of the annual grant amount, HUD approval
is required.

5. Minimal Funding :  As stated in the Final Rule, the first year of
NAHASDA participation, a tribe whose allocation is less than
$50,000 under the need component of the formula shall have
its need component of the grant adjusted to $50,000.  Certify
here that there is a need for funding.

6. Method of Payment :  In accordance with the Final Rule, state
the method of payment the tribe/THDE will use to request its
grant funds.
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Native American Housing Assistance and Self-
Determination Act

Environmental Review - Expression of Intent

To facilitate the completion of environmental review responsi-
bilities under the Indian Housing Block Grant program, this
Expression of Intent will provide HUD with information
needed to assist the tribe in completion of these activities and
to schedule resources needed to complete environmental re-
view responsibilities.  Environmental reviews are completed
for individual activities included in the Indian Housing Plan.
The tribe can choose to complete the environmental review for
some or all activities and can decide at a later date to change its
decision.

The tribe plans  to assume the status of a Federal official
under the National Environmental Policy Act of 1969
and the other provisions of law listed in 24 CFR 58.5
insofar as the provisions of the Act and such other
provisions of law apply to the Indian tribe's proposed
program pursuant to 24 CFR part 58.

The tribe plans to request HUD to fulfill environmental
review responsibilities stated above pursuant to 24 CFR
part 50.

The tribe plans to work with HUD and provide information
and studies to HUD to allow HUD to fulfill environmental
review responsibilities stated above pursuant to 24 CFR
part 50.

The tribe plans to assume the responsibilities stated above
except for the following listed activities for which it will
request HUD to fulfill the environmental review responsi-
bilities.
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Native American Housing Assistance and
Self-Determination Act

Indian Housing Plan
Standard Certification of Compliance

 This certification is for use with the Indian Housing Plan
(IHP).  If the IHP is prepared and submitted by a Tribally
Designated Housing Entity on behalf of a tribe, it must be
accompanied by a tribal certification from the recognized
tribal government covered under the IHP.

In accordance with the applicable statutes, the recipient
certifies that:

(A)it will comply with title II of the Civil Rights Act of
1968 in carrying out this Act, to the extent that such
title is applicable, and other applicable Federal stat-
utes;

The following certifications will only apply where appli-
cable based on program activities

(B) it will maintain adequate insurance coverage for
housing units that are owned and operated or assisted
with grant amounts provided under the Native Ameri-
can Housing and Self-Determination Act of 1996
(the Act), in compliance with such requirements as
may be established by the Secretary;

(C)policies are in effect and are available for review by
the Secretary and the public governing the eligibility,
admission, and occupancy of families for housing
assisted with grant amounts provided under the Act;

(D)policies are in effect and are available for review by
the Secretary and the public governing rents charged,
including the methods by which such rents or
homebuyer payments are determined, for housing
assisted with grant amounts provided under the Act;
and

(E) policies are in effect and are available for review by
the Secretary and the public governing the manage-
ment and maintenance of housing assisted with grant
amounts provided under the Act.

Signature of Authorized Official                                                    Date

X

Title
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Native American Housing Assistance and Self-
Determination Act

Indian Housing Plan Tribal Certification

This certification is for use with the Indian Housing Plan (IHP)
when a Tribally Designated Housing Entity (TDHE) prepares
the IHP on behalf of an Indian tribe. This certification must be
executed by the recognized tribal government covered under
the IHP.

The recognized tribal government of the grant beneficiary
certifies that:

(1) it had an opportunity to review the IHP and has autho-
rized the submission of the IHP by the housing entity; or

(2) it has delegated to such TDHE the authority to submit an
IHP and amendments to the IHP on behalf of the tribe
without prior review by the tribe.

Signature of Authorized Official                                                    Date

X

Title



Native American Housing Assistance and Self-Determination Act of 1996,
as amended October 21, 1998

P.L. 104-330 (25 U.S.C. 4101 - 4212)

TITLE I--BLOCK GRANTS AND GRANT REQUIREMENTS

Sec. 101.  BLOCK GRANTS.

(c) LOCAL COOPERATION AGREEMENT - Notwithstanding any
other provision of this Act, grant amounts provided under this Act
on behalf of an Indian tribe may not be used for rental or lease-
purchase homeownership units that are owned by the recipient for
the tribe unless the governing body of the locality within which the
property subject to the development activities to be assisted with
the grant amounts is or will be situated has entered into an
agreement with the recipient for the tribe providing for local
cooperation required by the Secretary pursuant to this Act.

(d) EXEMPTION FROM TAXATION - Notwithstanding any other
provision of this Act, grant amounts provided under this Act on
behalf of an Indian tribe may not be used for affordable housing
activities under this Act for rental or lease-purchase dwelling units
developed under the United States Housing Act of 1937 (42 U.S.C.
1437 et seq.) or with amounts provided under this Act that are
owned by the recipient for the tribe unless –

(1) such dwelling units (which, in the case of units in a multi-unit
project, shall be exclusive of any portions of the project not
developed under the United States Housing Act of 1937 or
with amounts provided under this Act) are exempt from all
real and personal property taxes levied or imposed by any
State, tribe, city, county, or other political subdivision; and

(2) the recipient for the tribe makes annual payments of user
fees to compensate such governments for the costs of
providing governmental services, including police and fire
protection, roads, water and sewerage systems, utilities
systems and related facilities, or payments in lieu of taxes to
such taxing authority, in an amount equal to the greater of
$150 per dwelling unit or 10 percent of the difference
between the shelter rent and the utility cost, or such lesser
amount as --



(A) is prescribed by State, tribal, or local law;

(B) is agreed to by the local governing body in the
agreement under subsection (c); or

(C) the recipient and the local governing body agree that
such user fees or payments in lieu of taxes shall not
be made.

(e) EFFECT OF FAILURE TO EXEMPT FROM TAXATION -
Notwithstanding subsection (d), a grant recipient that does not
comply with the requirements under such subsection may receive a
block grant under this Act, but only if the tribe, State, city, county,
or other political subdivision in which the affordable housing
development is located contributes, in the form of cash or tax
remission, the amount by which the taxes paid with respect to the
development exceed the amounts prescribed in subsection (d)(2).



Native American Housing Assistance and Self-Determination Act of 1996,
as amended October 21, 1998

P.L. 104-330 (25 U.S.C. 4101 - 4212)

TITLE II -- AFFORDABLE HOUSING ACTIVITIES

Sec. 202.  ELIGIBLE AFFORDABLE HOUSING ACTIVITIES.

Affordable housing activities under this title are activities, in accordance with the
requirements of this title, to develop or to support affordable housing for rental or
homeownership, or to provide housing services with respect to affordable
housing,  through the following activities:

(1) INDIAN HOUSING ASSISTANCE - The provision of modernization
or operating assistance for housing previously developed or
operated pursuant to a contract between the Secretary and an
Indian housing authority.

(2) DEVELOPMENT - The acquisition, new construction,
reconstruction, or moderate or substantial rehabilitation of
affordable housing, which may include real property acquisition,
site improvement, development of utilities and utility services,
conversion, demolition, financing, administration and planning, and
other related activities.

(3) HOUSING SERVICES - The provision of housing-related services
for affordable housing, such as housing counseling in connection
with rental or homeownership assistance, establishment and
support of resident organizations and  resident management
corporations, energy auditing, activities related to the provision of
self-sufficiency and other  services, and other services related to
assisting owners, tenants, contractors, and other entities,
participating or seeking to participate in other housing activities
assisted pursuant to this section.

(4) HOUSING MANAGEMENT SERVICES - The provision of
management services for affordable housing, including preparation
of work specifications, loan processing, inspections, tenant
selection, management of tenant-based rental assistance, and
management of affordable housing projects.



(5) CRIME PREVENTION AND SAFETY ACTIVITIES - The provision
of safety, security, and law enforcement measures and activities
appropriate to protect residents of affordable housing from crime.

(6) MODEL ACTIVITIES - Housing activities under model programs
that are designed to carry out the purposes of this Act and are
specifically approved by the Secretary as appropriate for such
purpose.



Native American Housing Assistance and Self-Determination Act of 1996,
as amended October 21, 1998

P.L. 104-330 (25 U.S.C. 4101 - 4212)

TITLE IV -- COMPLIANCE, AUDITS, AND REPORTS

Sec. 403.  MONITORING OF COMPLIANCE.

(a) ENFORCEABLE AGREEMENTS - Each recipient, through binding
contractual agreements with owners and otherwise, shall ensure
long-term compliance with the provisions of this Act.  Such
measures shall provide for (1) enforcement of the provisions of this
Act by the grant beneficiary or by recipients and other intended
beneficiaries, and (2) remedies for the breach of such provisions.

(b) PERIODIC MONITORING - Not less frequently than annually, each
recipient shall review the activities conducted and housing
assisted under this Act to assess compliance with the requirements
of this Act.  Such review shall include onsite inspection of housing
to determine compliance with applicable requirements.  The results
of each review shall be included in the performance report of the
recipient submitted to the Secretary under section 404 and made
available to the public.

(c) PERFORMANCE MEASURES - The Secretary shall establish such
performance measures as may be necessary to assess compliance
with the requirements of this Act.

Sec. 404.  PERFORMANCE REPORTS.

(a) REQUIREMENT - For each fiscal year, each recipient shall --

(1) review the progress it has made during such fiscal year in
carrying out the Indian housing plan (or plans) for the Indian
tribes for which it administers grant amounts; and

(2) submit a report to the Secretary (in a form acceptable to the
Secretary) describing the conclusions of the review.



(b) CONTENT - Each report under this section for a fiscal year shall --

(1) describe the use of grant amounts provided to the recipient
for such fiscal year;

(2) assess the relationship of such use to the goals identified in
the Indian housing plan of the grant beneficiary;

(3) indicate the programmatic accomplishments of the recipient;
and

(4) describe the manner in which the recipient would change its
programs as a result of its experiences.

(c) SUBMISSION - The Secretary shall establish dates for submission
of reports under this section, and review such reports and make
such recommendations as the Secretary considers appropriate to
carry out the purposes of this Act.

(d) PUBLIC AVAILABILITY - A recipient preparing a report under this
section shall make the report publicly available to the citizens in
the jurisdiction of the recipient in sufficient time to permit such
citizens to comment on such report prior to its submission to the
Secretary, and in such manner and at such times  as the recipient
may determine.  The report shall include a summary of any
comments received by the grant beneficiary or recipient from
citizens in its jurisdiction regarding its program.
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24 CFR PART 1000 -- NATIVE AMERICAN HOUSING ACTIVITIES

Subpart C--Indian Housing Plan (IHP)

Sec. 1000.201  How are funds made available under NAHASDA?

    Every fiscal year HUD will make grants under the IHBG program to recipients who
have submitted to HUD for that fiscal year an IHP in accordance with Sec. 1000.220 to
carry out affordable housing activities.

Sec. 1000.202  Who are eligible recipients?

    Eligible recipients are Indian tribes, or TDHEs when authorized by one or more Indian
tribes.

Sec. 1000.204  How does an Indian tribe designate itself as recipient of the grant?

(a)  By resolution of the Indian tribe; or

(b)  When such authority has been delegated by an Indian tribe's governing body to a
       tribal committee(s), by resolution or other written form used by such committee(s)
       to memorialize the decisions of that body, if applicable.

Sec. 1000.206  How is a TDHE designated?

    (a)(1) By resolution of the Indian tribe or Indian tribes to be served; or

(2)  When such authority has been delegated by an Indian tribe's governing body to
a tribal committee(s), by resolution or other written form used by such
committee(s) to memorialize the decisions of that body, if applicable.

(b)  In the absence of a designation by the Indian tribe, the default designation as
      provided in section 4(21) of NAHASDA shall apply.



Sec. 1000.208  What happens if an Indian tribe had two IHAs as of September 30,
1996?

    Indian tribes which had established and were operating two IHAs as of September 30,
1996, under the 1937 Act shall be allowed to form and operate two TDHEs under
NAHASDA. Nothing in this section shall affect the allocation of funds otherwise due to an
Indian tribe under the formula.

Sec. 1000.210  What happens to existing 1937 Act units in those jurisdictions for
which Indian tribes do not or cannot submit an IHP?

    NAHASDA does not provide the statutory authority for HUD to grant NAHASDA
grant funds to an Indian housing authority, Indian tribe or to a default TDHE which
cannot obtain a tribal certification, if the requisite IHP is not submitted by an Indian tribe
or is determined to be out of compliance by HUD. There may be circumstances where this
may happen, and in those cases, other methods of tribal, Federal, or private market
support may have to be sought to maintain and operate those 1937 Act units.

Sec. 1000.212  Is submission of an IHP required?

    Yes. An Indian tribe or, with the consent of its Indian tribe(s), the TDHE, must submit
an IHP to HUD to receive funding under NAHASDA, except as provided in section
101(b)(2) of NAHASDA. If a TDHE has been designated by more than one Indian tribe,
the TDHE can submit a separate IHP for each Indian tribe or it may submit a single IHP
based on the requirements of Sec. 1000.220 with the approval of the Indian tribes.

Sec. 1000.214  What is the deadline for submission of an IHP?

    IHPs must be initially sent by the recipient to the Area ONAP no later than July 1.
Grant funds cannot be provided until the plan is submitted and determined to be in
compliance with section 102 of NAHASDA and funds are available.

Sec. 1000.216  What happens if the recipient does not submit the IHP to the Area
ONAP by July 1?

    If the IHP is not initially sent by July 1, the recipient will not be eligible for IHBG funds
for that fiscal year. Any funds not obligated because an IHP was not received before the
deadline has passed shall be distributed by formula in the following year.



Sec. 1000.218  Who prepares and submits an IHP?

    An Indian tribe, or with the authorization of a Indian tribe, in accordance with section
102(d) of NAHASDA a TDHE may prepare and submit a plan to HUD.

Sec. 1000.220  What are the minimum requirements for the IHP?

    The minimum IHP requirements are set forth in sections 102(b) and 102(c) of
NAHASDA. In addition, Secs. 1000.56, 1000.108, 1000.120, 1000.134, 1000.142,
1000.238, 1000.328, and 1000.504 require or permit additional items to be set forth in the
IHP for HUD determinations required by those sections. Recipients are only required to
provide IHPs that contain these minimum elements in a form prescribed by HUD.
If a TDHE is submitting a single IHP that covers two or more Indian tribes, the IHP must
contain a separate certification in accordance with section 102(d) of NAHASDA and IHP
Tables for each Indian tribe when requested by such Indian tribes. However, Indian tribes
are encouraged to perform comprehensive housing needs assessments and develop
comprehensive IHPs and not limit their planning process to only those housing efforts
funded by NAHASDA. An IHP should be locally driven.

Sec. 1000.222  Are there separate IHP requirements for small Indian tribes and
small TDHEs?

    No. HUD requirements for IHPs are reasonable.

Sec. 1000.224  Can any part of the IHP be waived?

    Yes. HUD has general authority under section 101(b)(2) of NAHASDA to waive any
IHP requirements when an Indian tribe cannot comply with IHP requirements due to
circumstances beyond its control. The waiver authority under section 101(b)(2) of
NAHASDA provides flexibility to address the needs of every Indian tribe, including small
Indian tribes. The waiver may be requested by the Indian tribe or its TDHE (if such
authority is delegated by the Indian tribe).

Sec. 1000.226  Can the certification requirements of section 102(c)(5) of NAHASDA
be waived by HUD?

    Yes. HUD may waive these certification requirements as provided in section 101(b)(2)
of NAHASDA.



Sec. 1000.228  If HUD changes its IHP format will Indian tribes be involved?

    Yes. HUD will first consult with Indian tribes before making any substantial changes to
HUD's IHP format.

Sec. 1000.230  What is the process for HUD review of IHPs and IHP amendments?

    HUD will conduct the IHP review in the following manner:

    (a) HUD will conduct a limited review of the IHP to ensure that its contents:

(1)  Comply with the requirements of section 102 of NAHASDA which
outlines the IHP submission requirements;

(2)  Are consistent with information and data available to HUD;

(3)  Are not prohibited by or inconsistent with any provision of NAHASDA or
other applicable law; and

(4)  Include the appropriate certifications.

(b)  If the IHP complies with the provisions of paragraphs (a)(1), (a)(2), and (a)(3) of
      this section, HUD will notify the recipient of IHP compliance within 60 days after
      receiving the IHP. If HUD fails to notify the recipient, the IHP shall be considered
      to be in compliance with the requirements of section 102 of NAHASDA and the
      IHP is approved.

(c)  If the submitted IHP does not comply with the provisions of paragraphs (a)(1), and
      (a)(3) of this section, HUD will notify the recipient of the determination of non-
      compliance. HUD will provide this notice no later than 60 days after receiving the
      IHP. This notice will set forth:

(1)  The reasons for noncompliance;

(2)  The modifications necessary for the IHP to meet the submission
requirements; and

(3)  The date by which the revised IHP must be submitted.



(d)  If the recipient does not submit a revised IHP by the date indicated in the notice
      provided under paragraph (c) of this section, the IHP will be determined by HUD
      to be in non-compliance unless a waiver is requested and approved under section
     101(b)(2) of NAHASDA. If  the IHP is determined by HUD to be in non-
      compliance and no waiver is granted, the recipient may appeal this determination
      following the appeal process in Sec. 1000.234.

    (e)(1) If the IHP does not contain the certifications identified in paragraph (a)(4) of this
              section, the recipient will be notified within 60 days of submission of the IHP
              that the plan is incomplete. The notification will include a date by which the
              certification must be submitted.

(2)  If the recipient has not complied or cannot comply with the certification
      requirements due to circumstances beyond the control of the Indian tribe(s),
      within the timeframe established, the recipient can request a waiver in
      accordance with section 101(b)(2) of NAHASDA. If the waiver is approved,
      the recipient is eligible to receive its grant in accordance with any conditions of
      the waiver.

Sec. 1000.232  Can an Indian tribe or TDHE amend its IHP?

    Yes. Section 103(c) of NAHASDA specifically provides that a recipient may submit
modifications or revisions of its IHP to HUD. Unless the initial IHP certification provided
by an Indian tribe allowed for the submission of IHP amendments without further tribal
certifications, a tribal certification must accompany submission of IHP
amendments by a TDHE to HUD. HUD's review of an amendment and determination of
compliance will be limited to modifications of an IHP which adds new activities or involve
a decrease in the amount of funds provided to protect and maintain the viability of housing
assisted under the 1937 Act. HUD will consider these modifications to the IHP in
accordance with Sec. 1000.230. HUD will act on amended IHPs within 30 days.

Sec. 1000.234  Can HUD's determination regarding the non-compliance of an IHP
or a modification to an IHP be appealed?

(a)  Yes. Within 30 days of receiving HUD's disapproval of an IHP or of a modification
to an IHP, the recipient may submit a written request for reconsideration of the
determination. The request shall include the justification for the reconsideration.

(b)  Within 21 days of receiving the request, HUD shall reconsider its initial
determination and provide the recipient with written notice of its decision to affirm,
modify, or reverse its initial determination. This notice will also contain the reasons
for HUD's decision.



(c)  The recipient may appeal any denial of reconsideration by filing an appeal with the
      Assistant Secretary within 21 days of receiving the denial. The appeal shall set
      forth the reasons why the recipient does not agree with HUD's decision and include
      justification for the reconsideration.

(d)  Within 21 days of receipt of the appeal, the Assistant Secretary shall review the
      recipient's appeal and act on the appeal. The Assistant Secretary will provide
     written notice to the recipient setting forth the reasons for the decision. The
     Assistant Secretary's decision constitutes final agency action.

Sec. 1000.236  What are eligible administrative and planning expenses?

(a)  Eligible administrative and planning expenses of the IHBG program include, but are
not limited to:

(1)  Costs of overall program and/or administrative management;

(2)  Coordination monitoring and evaluation;

(3)  Preparation of the IHP including data collection and transition costs;

(4)  Preparation of the annual performance report; and

(5)  Challenge to and collection of data for purposes of challenging the formula.

(b)  Staff and overhead costs directly related to carrying out affordable housing
      activities can be determined to be eligible costs of the affordable housing activity
      or considered administration or planning at the discretion of the recipient.

Sec. 1000.238  What percentage of the IHBG funds can be used for administrative
and planning expenses?

    The recipient can use up to 20 percent of its annual grant amount for administration and
planning. The recipient shall identify the percentage of grant funds which will be used in
the IHP. HUD approval is required if a higher percentage is requested by the recipient.
When HUD approval is required, HUD must take into consideration any cost of
preparing the IHP, challenges to and collection of data, the recipient's grant amount,
approved cost allocation plans, and any other relevant information with special
consideration given to the circumstances of recipients receiving minimal funding.

Sec. 1000.240  When is a local cooperation agreement required for affordable
housing activities?



    The requirement for a local cooperation agreement applies only to rental and lease-
purchase homeownership units assisted with IHBG funds which are owned by the Indian
tribe or TDHE.

Sec. 1000.242  When does the requirement for exemption from taxation apply to
affordable housing activities?

    The requirement for exemption from taxation applies only to rental and lease-purchase
homeownership units assisted with IHBG funds which are owned by the Indian tribe or
TDHE.
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Shared Visions: Summit I, Sponsored by HUD

NAHASDA Listening Session

Listening Session Objectives

l  Hear Your Concerns

l  Gather your Suggestions

l  Develop Blueprint for Action



Shared Visions: Summit I, Sponsored by HUD

NAHASDA Listening Session

q  Financial Issues

l  LOCCS

l  Program Income

l  Investments



Shared Visions: Summit I, Sponsored by HUD

LOCCS & IHBG

     Jennifer Bullough
     Headquarters ONAP
     451 7th St., S.W., Room 4128
     Washington D.C.  20410
     Tele:  (202) 401-7914 ext. 4274
     Fax:   (202) 401-7909
     Jennifer_A._Bullough@hud.gov
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LOCCS & IHBG

    PIH Notice 98-36 (ONAP)

   Issued June 26, 1998 - Line of Credit

Control System/Voice Response System

(LOCCS/VRS) for the Indian Housing

Block Grant Program



Shared Visions: Summit I, Sponsored by HUD 6

LOCCS & IHBG

q  Budget Line Items
l  1600 - Current Assisted Stock (CAS)
    Operating Subsidy
ü  component of the formula
ü  use for operating subsidy drawdowns
     or any other eligible activity



Shared Visions: Summit I, Sponsored by HUD 7

LOCCS & IHBG

q  Budget Line Items
l  1601 - Investments
ü  amount is calculated at half of the formula
     amount minus CAS Operating Subsidy
ü  amount on BLI may be decreased at the grant
     recipient’s request
ü  draws will be tracked to verify 2 year
     investment limitation, see 24 CFR 1000.58



Shared Visions: Summit I, Sponsored by HUD 8

LOCCS & IHBG

qBudget Line Items
l1602 - IHBG Balance
ücalculated as the balance of grant (annual

grant amount minus CAS Operating Subsidy
and Investments)

üuse for any eligible activity
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LOCCS & IHBG

q  Issues,

q  Problems, or

q  Comments?



Shared Visions: Summit I, Sponsored by HUD

Program Income

     Jackie Kruszek
     National ONAP
     1999 Broadway, Suite 3390
     Denver, CO  80202
     Tele:  (303) 675-1600 ext. 3306
     Fax:   (303) 675-1660
     Jacqueline_A._Kruszek@hud.gov
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Applicable Regulations

q  24 CFR 1000.62

l  Defines what IS program income

l  Defines what is NOT program income

l  Regulates retention of program income

q  24 CFR 1000.26(5) references 85.21

l  Regulates disbursement



Shared Visions: Summit I, Sponsored by HUD 12

Program Income Workgroup

q  Preamble Calls for Joint Workgroup

l  Consisting of HUD & Tribal Rep

l  To Develop Accounting Procedures

q  Workgroup Formed & Meeting
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What IS Program Income?

q  Net Income from grant acquired items

q  Includes:

l  Fees from real or rental property

l  Sale of items

l  Principal and interest earned



Shared Visions: Summit I, Sponsored by HUD 14

What is NOT Program Income?

q  Net income from 1937 Act units unless:

l  Units are assisted with grant amounts

l  And income attributable to such assistance

q  Program Income < $25,000 annually

q  Income generated from other funds



Shared Visions: Summit I, Sponsored by HUD 15

Retention & Disbursement

q  Retaining Program Income

l  Must use for affordable housing activity

l  Must use in accordance with Sect 202

q  Disbursing Program Income

l  24 CFR 85.21 (f)(2)

l  Disbursement Prior Additional Grant Funds



Shared Visions: Summit I, Sponsored by HUD

Investments

   Deb Lalancette, Director, Office of
Grants Management, National ONAP

   1999 Broadway, Suite 3390
   Denver, CO  80202
   Tele:  (303) 675-1600 ext. 3325
   Fax:   (303) 675-1660
   Deborah_M._Lalancette@hud.gov



Shared Visions: Summit I, Sponsored by HUD

Investment of IHBG Funds

q  24 CFR 1000.58, Are there
     Limitations on the Investment of IHBG
     Funds?

q  Notice PIH 99-4 (TDHEs),
     Administrative Requirements for
     Investing IHBG Funds



Shared Visions: Summit I, Sponsored by HUD

24 CFR 1000.58

q  To Invest Funds, Recipient Must
     Demonstrate:
l  No Unresolved Significant and Material
     Audit Findings from Most Recent Single
     Audit Act; AND
l  Be a Self-Governance Indian tribe

        OR



Shared Visions: Summit I, Sponsored by HUD

CFR 24.1000.58 (continued)

l  No Unresolved Significant and Material
     Audit Findings from most Recent Single
     Audit Act; AND

l  Have the Administrative Capacity and
     Controls to Responsibly Manage the
     Investment
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How Much Can Be Invested?



Shared Visions: Summit I, Sponsored by HUD

How Much Can Be Invested?

    Annual Formula Amount Minus
     the Formula Grant Amount Allocated for
     the Operating Subsidy Element of
     the Formula Current Assisted Stock
      Multiplied by:
         50 % in FY 1998 and 1999
         75 % in FY 2000
         100 % in FY 2001 and thereafter



Shared Visions: Summit I, Sponsored by HUD

How Much Can Be Invested?

 Example for 1998 or 1999 Grant
     Annual Formula Amount    $1,000,000
   Minus
     Operating Subsidy                $200,000
                                                    $800,000
   Multiplied by 50%                            0.50
   Equals                                      $400,000



Shared Visions: Summit I, Sponsored by HUD

Length of Investment

Investment Can Be For a Period of

No Longer Than Two Years



Shared Visions: Summit I, Sponsored by HUD

Length of Investment

Investment
can

 be for a period
 of no longer
 than two years



Shared Visions: Summit I, Sponsored by HUD

PIH Notice 99-4

q  PIH Notice 99-4, Administrative
     Requirements For Investing Indian
     Housing Block Grants

l  Issued February 3, 1999

l  Provides Recipients With Information On

     How To Demonstrate Capacity



Shared Visions: Summit I, Sponsored by HUD

Audit Findings

q  No Unresolved Significant and
     Material Audit Findings
l Recipient must Submit Most Recent Audit;
l Evidence that Cognizant Agency
    Reviewed and Accepted the Audit;
l Status of Findings; and
l Audit must be current



Shared Visions: Summit I, Sponsored by HUD

Self-Governance Tribes

q  Certification from Tribe or Copy of

the Designation from the BIA or HIS

q  Tribe must be Recipient



Shared Visions: Summit I, Sponsored by HUD

Administrative Capacity & Controls

q  Financial Management System must
     Comply with 85.20
q  Recipient must Submit:
l  Copy of Internal Control Policy
l  Copy of Investment Policy
l  Certification that there are no HUD
     Audit or Review Findings



Implementation of the Native American Housing Assistance and Self-
Determination Act of 1996; Final Rule

Subpart A -- General

Sec. 1000.58  Are there limitations on the investment of IHBG funds?

(a)  A recipient may invest IHBG funds for the purposes of carrying out affordable
housing activities in investment securities and other obligations as provided in this
section.

(b)  The recipient may invest IHBG funds so long as it demonstrates to HUD:

(1)  That there are no unresolved significant and material audit findings or
exceptions in the most recent annual audit completed under the Single Audit
Act or in an independent financial audit prepared in accordance with generally
accepted auditing principles; and

(2)  That it is a self-governance Indian tribe or that it has the administrative
capacity and controls to responsibly manage the investment. For purposes
of this section, a self-governance Indian tribe is an Indian tribe that
participates in tribal self-governance as authorized under Public Law 93-
638, as amended (25 U.S.C. 450 et seq.).

(c)  Recipients shall invest IHBG funds only in:

(1)  Obligations of the United States; obligations issued by Government
sponsored agencies; securities that are guaranteed or insured by the United
States; mutual (or other) funds registered with the Securities and Exchange
Commission and which invest only in obligations of the United States or
securities that are guaranteed or insured by the United States; or

(2)  Accounts that are insured by an agency or instrumentality of the United
States or fully collateralized to ensure protection of the funds, even in
the event of bank failure.

(d)  IHBG funds shall be held in one or more accounts separate from other funds of the
recipient. Each of these accounts shall be subject to an agreement in a form
prescribed by HUD sufficient to implement the regulations in this part and permit
HUD to exercise its rights under Sec.1000.60.

(e)  Expenditure of funds for affordable housing activities under section 204(a) of
NAHASDA shall not be considered investment.



(f)  A recipient may invest its IHBG annual grant in an amount equal to the annual
formula grant amount less any formula grant amounts allocated for the operating
subsidy element of the Formula Current Assisted Housing Stock (FCAS)
component of the formula (see Secs.1000.316(a) and 1000.320) multiplied by the
following percentages, as appropriate:

(1)  50% in Fiscal Years 1998 and 1999;

(2)  75% in Fiscal Year 2000; and

(3)  100% in Fiscal Years 2001 and thereafter.

    (g) Investments under this section may be for a period no longer than two years.



Implementation of the Native American Housing Assistance and Self-
Determination Act of 1996; Final Rule

III. Discussion of Public Comments on the July 2, 1997 Proposed Rule.

Subpart A – General

Section 1000.62.  NAHASDA grant amounts will often generate interest funds
from investment and program funds from tribal housing activities.  The question of
whether recipients could keep interest funds was a nonconsensus issue in the proposed
rule.  Many commenters and tribal committee members strongly supported the right of the
recipients to keep all interest income earned on grant amounts.  The Committee agrees
and has drafted a new § 1000.62 to the final rule.

Tribal representatives and HUD agree that § 1000.62 provides that all program
income must be used for affordable housing activities, but Indian tribes argue that program
income is not subject to the requirements applicable to NAHASDA grant amounts.  HUD
disagrees, and interprets § 1000.62 to mean that the use of program income is subject to
the same requirements as grant amounts and intends to implement § 1000.62 accordingly.
This would have the effect of requiring program income to be subject to other statutory
requirements such as environmental review requirements and maximum rent requirements
applicable to grant amounts.

The Committee recognizes the importance of the need for developing guidance for
accounting for program income grant amounts generated by the combined use of
NAHASDA grant amounts and other funds.  This guidance will be jointly developed by
HUD and tribal representatives appointed by the Committee co-chairs.  Every attempt will
be made to develop and issue this guidance as expeditiously as possible.

PART 1000--NATIVE AMERICAN HOUSING ACTIVITIES

Subpart A--General

Sec. 1000.26  What are the administrative requirements under NAHASDA?

    (a) Except as addressed in Sec. 1000.28, recipients shall comply with the requirements
and standards of OMB Circular No. A-87, ``Principles for Determining Costs Applicable
to Grants and Contracts with State, Local and Federally recognized Indian Tribal
Governments,'' and with the following sections of 24 CFR part 85 ``Uniform
Administrative Requirements for Grants and Cooperative Agreements to State and Local
Governments.'' For purposes of this part, ``grantee'' as defined in 24 CFR part 85 has the
same meaning as ``recipient.''

    (1) Section 85.3, ``Definitions.''



    (2) Section 85.6, ``Exceptions.''

(3)  Section 85.12, ``Special grant or subgrant conditions for `high risk' grantees.''

(4)  Section 85.20, ``Standards for financial management systems,'' except paragraph (a).

(5)  Section 85.21, ``Payment.''

(6)  Section 85.22, ``Allowable costs.''

(7)  Section 85.26, ``Non-federal audits.''

(8)  Section 85.32, ``Equipment,'' except in all cases in which the equipment is sold, the
proceeds shall be program income.

(9)  Section 85.33, ``Supplies.''

(10)  Section 85.35, ``Subawards to debarred and suspended parties.''

(11)  Section 85.36, ``Procurement,'' except paragraph (a). There may be circumstances
under which the bonding requirements of Sec. 85.36(h) are inconsistent with other
responsibilities and obligations of the recipient. In such circumstances, acceptable
methods to provide performance and payment assurance may include:

(i)  Deposit with the recipient of a cash escrow of not less than 20 percent of the total
contract price, subject to reduction during the warranty period, commensurate with
potential risk;

(ii)  Letter of credit for 25 percent of the total contract price, unconditionally payable
upon demand of the recipient, subject to reduction during any warranty period
commensurate with potential risk; or

(iii)  Letter of credit for 10 percent of the total contract price unconditionally payable
upon demand of the recipient subject to reduction during any warranty period
commensurate with potential risk, and compliance with the procedures for
monitoring of disbursements by the contractor.

(12)  Section 85.37, ``Subgrants.''

(13)  Section 85.40, ``Monitoring and reporting program performance,'' except
paragraphs (b) through (d) and paragraph (f).

(14)  Section 85.41, ``Financial reporting,'' except paragraphs (a), (b), and (e).



(15)  Section 85.44, ``Termination for convenience.''

(16)  Section 85.51 ``Later disallowances and adjustments.''

(17)  Section 85.52, ``Collection of amounts due.''

    (b)(1) With respect to the applicability of cost principles, all items of cost listed in
Attachment B of OMB Circular A-87 which require prior Federal agency approval are
allowable without the prior approval of HUD to the extent that they comply with the
general policies and principles stated in Attachment A of this circular and are otherwise
eligible under this part, except for the following:

(i)  Depreciation methods for fixed assets shall not be changed without specific
approval of HUD or, if charged through a cost allocation plan, the Federal
cognizant agency.

(ii)  Fines and penalties are unallowable costs to the IHBG program.

(2)  In addition, no person providing consultant services in an employer-employee type
of relationship shall receive more than a reasonable rate of compensation for
personal services paid with IHBG funds. In no event, however, shall such
compensation exceed the equivalent of the daily rate paid for Level IV of the
Executive Schedule.

Sec. 1000.62  What is considered program income and what restrictions
are there on its use?

(a)  Program income is defined as any income that is realized from the disbursement of
grant amounts. Program income does not include any amounts generated from the
operation of 1937 Act units unless the units are assisted with grant amounts and the
income is attributable to such assistance. Program income includes income from fees
for services performed from the use of real or rental of real or personal property
acquired with grant funds, from the sale of commodities or items developed,
acquired, etc. with grant funds, and from payments of principal and interest earned
on grant funds prior to disbursement.

(b)  Any program income can be retained by a recipient provided it is used for affordable
housing activities in accordance with section 202 of NAHASDA. If the amount of
income received in a single year by a recipient and all its subrecipients, which would
otherwise be considered program income, does not exceed $25,000, such funds may
be retained but will not be considered to be or treated as program income.

(c)  If program income is realized from an eligible activity funded with both grant funds
as well as other funds (i.e., funds that are not grant funds), then the amount of



program income realized will be based on a percentage calculation that represents
the proportional share of funds provided for the activity generating the program
income.

(d)  Costs incident to the generation of program income shall be deducted from gross
income to determine program income.



24 CFR Part 85:  ADMINISTRATIVE REQUIREMENTS FOR GRANTS AND
COOPERATIVE AGREEMENTS TO STATE, LOCAL AND FEDERALLY

RECOGNIZED INDIAN TRIBAL GOVERNMENTS

Subpart C--Post-Award Requirements

Financial Administration

Sec. 85.21  Payment.

(f)  Effect of program income, refunds, and audit recoveries on payment.

(1)  Grantees and subgrantees shall disburse repayments to and interest earned on a
revolving fund before requesting additional cash payments for the same activity.
 

(2)  Except as provided in paragraph (f)(1) of this section, grantees and subgrantees
shall disburse program income, rebates, refunds, contract settlements, audit
recoveries and interest earned on such funds before requesting additional cash
payments.



U.S. Department of Housing and Urban Development
Public and Indian Housing

Special Attention of: Notice: PIH 98-36 (ONAP)

ONAP Administrators; Issued: June 26, 1998
Tribes; and Tribally Expires:  June 30, 1999
Designated Housing
Entities Cross Reference:  24 CFR Part 1000

Subject:  Line of Credit Control System/Voice Response
System (LOCCS/VRS) for the Indian Housing Block
Grant Program

1. Purpose:  This Notice provides specific guidance on the
use of the Line of Credit Control System (LOCCS) and
the Voice Response System (VRS) for the Indian Housing
Block Grant (IHBG) program.  The Notice includes
guidance for both the grant recipient and staff from
the Office of Native American Programs (ONAP).

2. Background:  The IHBG program is authorized by the
Native American Housing Assistance and Self-
Determination Act of 1996 (NAHASDA) and the regulations
governing the program that are found at 24 CFR Part
1000.  These regulations became effective on April 13,
1998, and fiscal year (FY) 1998 is the initial year for
the IHBG program.  This Notice provides program
specific guidance for the IHBG program area created in
LOCCS.  More general, or non-program specific guidance
is still provided by the LOCCS User Guide.

3. Overview:  LOCCS is an automated payment system used by
HUD to provide grant recipients with a convenient
system of requesting funds.  The system allows for
timely disbursements and accountability of funds.
LOCCS provides ONAP with a method of establishing
payment thresholds and reviewing the history of
payments to the grant recipient.  The grant recipient
uses the VRS to requisition grant funds as needed via a
touch-tone telephone.
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4. Program Guidance:
 

a. Program Area:  Each program within LOCCS has a
three or four-character LOCCS program area
identifier code.  The LOCCS program area code for
the Indian Housing Block Grant program is IHBG.
Grant recipients will use this code in block 2 of
the LOCCS/VRS Indian Housing Block Grant Payment
Voucher, form HUD-50080-IHBG (Attachment 1).  ONAP
staff will use this code at the initial sign-on
screen in LOCCS for access to the IHBG program
area.

b. VRS Number:  Each grant established in LOCCS is
automatically assigned a unique all-numeric 10-
digit number.  This number is used by the grant
recipient in the VRS to specify which grant is
being accessed.  The LOCCS VRS number format is
BBBBB-NNSSS, where:

BBBBB represents a base number assigned by
LOCCS to the recipient.

NN is a numeric code assigned by LOCCS
to the program area.  The numeric
code for the IHBG program area is 79.

SSS is a sequential number beginning with
001 representing the number of grants
assigned to the recipient within the
program area.

The VRS number is generated by LOCCS after the
Area ONAP staff spreads the grant funds to one or
more Budget Line Items (BLI).  LOCCS
automatically generates a letter to the grant
recipient notifying them of the assigned VRS
number.

c. Establishing a Grant in LOCCS:  To establish a
grant in LOCCS, the Funding Approval/Agreement,
form HUD-52734-B, (Attachment 2) must be submitted
to the Field Accounting Division (FAD) by the Area
ONAP (See NOTE below).  The FAD will enter the
fund obligation amount from the HUD-52734-B into
the Program Accounting System (PAS).  LOCCS will
automatically retrieve this information from PAS.
For a detailed listing of the various actions
which must take place before a grant is
established in LOCCS, please refer to pages 2-3
and 2-4 of the LOCCS User Guide dated October
1996.  NAHASDA Guidances 98-7 (Tribe/TDHE) and
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98-3A (ONAP) also provides additional details on
the various forms required for an IHBG grant.

If the grant recipient is a tribally designated
housing entity (TDHE) and the TDHE submits an
Indian Housing Plan (IHP) for each tribe it
serves, a HUD-52734-B should be executed for each
tribe.  If the TDHE submits one IHP for all the
tribes it serves, a single HUD-52734-B should be
executed with an addendum identifying the tribes
and amounts included in the HUD-52734-B.  In this
case, ONAP will use the representative tribe (in
agreement with the representative tribe for the
IHP in the Lotus Notes system) to determine the
grant number for block 5 of the HUD-52734-B.  If
the TDHE submits one IHP, but provides separate
tables within the IHP for each tribe it serves,
the Area ONAP should contact the TDHE to verify
whether a single or multiple HUD-52734-B’s should
be executed.

NOTE:  HUD is in the process of reorganizing the
Accounting Division.  Area ONAPs will be notified
when the address to forward accounting documents
changes from the FAD to the Fort Worth Accounting
Center.

d. Budget Line Items:  Disbursements from IHBG grants
will be directed against specific funding
activities called Budget Line Items (BLIs).  The
BLIs for IHBG grants are specific to this program
and have unique four-digit numbers associated with
each BLI as follows:

Line Item # Line Item Activity
1600 Current Assisted Stock (CAS)

Operating Subsidy - In accordance
with 24 CFR 1000.58(f), the
operating subsidy element of the
Formula Current Assisted Housing
Stock (FCAS) component of the
formula is subtracted from the IHBG
annual grant to allow for
calculation of the allowable funds
for investment.  This BLI
identifies the amount of operating
subsidy from the FCAS for each
grant recipient as identified in
the formula listing; however,
disbursements from this BLI may be
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used by the grant recipient for
operating subsidy purposes or for
any other eligible affordable
housing activity.

1601 Investments - In accordance with 24
CFR 1000.58(b) and 1000.58(f), a
grant recipient that demonstrates
to HUD the capacity to invest IHBG
funds (A Notice providing guidance
on this topic will be issued as
soon as possible) may invest a
portion of its IHBG annual grant.
Because the regulations established
a two-year limitation on the term
of the investments, this BLI will
be used to monitor the timing of
investment activity as discussed in
item f. below.  This BLI is used to
record the maximum amount of funds
from the grant which may be
invested.  However, disbursements
from this BLI may be used by the
grant recipient for investment
purposes or for any eligible
affordable housing activity.

1602 IHBG Balance - This BLI will
reflect the balance of the grant
funds (annual grant amount minus
FCAS Operating Subsidy and
Investments).  Funds disbursed from
this BLI may be used for any
eligible affordable housing
activity.

9900 Post Audit Adjustment - This is a
“Protected”, “Undisbursable” BLI
used to record any funds which
might be recaptured when the grant
is “Closed Out” in LOCCS.  For
additional information on
“Protected”, “Undisbursable” BLIs
refer to page 2-8 in the LOCCS User
Guide dated October 1996.  The
“Close Out” of IHBG grants in LOCCS
is discussed in item g. below.

While environmental review requirements apply to
certain IHBG activities, due to the nature of
the IHBG program and the range of activities
which can be performed under the IHBG, ONAP will
not control the release of funds in LOCCS.  It
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is the grant recipient’s responsibility to
ensure that prior to obligating funds and/or
requesting funds from LOCCS, all environmental
review requirements have been met in accordance
with 24 Parts 50 or 58.  Any funds obligated
and/or disbursed by a grant recipient prior to
the completion of required environmental review
activities are ineligible costs and must be
repaid by the grant recipient.

c. e. Grant Thresholds and Edits

i) BLI Edits - The three BLIs specific to the
IHBG program (1600, 1601, and 1602) have been
established with a “hard” edit which limits
the amount of funds a grant recipient may
drawdown from that BLI to no more than 100%
of the BLI.  The VRS will not accept a
voucher request that causes the disbursements
from that BLI to exceed the amount budgeted.
Because of the nature of the IHBG program and
its BLIs, once a “hard” edit is reached on
either BLI 1600, CAS Operating Subsidy, or
BLI 1602, IHBG Balance, the grant recipient
may drawdown funds from the other BLI until
both BLI 1600 and 1602 are fully disbursed.
However, if the “hard” edit is reached on BLI
1601, Investments, the grant recipient may
not draw funds from either of the two other
BLIs for investment purposes.

Area ONAP staff are responsible for spreading
the IHBG funds to the three BLIs in
accordance with 24 CFR 1000.58(f) and formula
amounts using the F01 screen in LOCCS.  If
the grant recipient does not qualify to
invest funds (based upon a Notice which will
be issued as soon as possible) or the
procedures to qualify to invest funds have
not yet been established, then no funds
should be spread to BLI 1601.  Instead all
funds would be spread in accordance with the
proceeding instructions to BLIs 1600 and
1602.

ii) Monthly Thresholds - The IHBG program in
LOCCS has a monthly threshold of 10 percent.
If a grant recipient’s voucher request in VRS
would cause drawdowns in that month to exceed
10 percent of the full grant amount, the
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voucher request will be sent to the Area ONAP
for review and approval.  VRS will notify the
caller if an Area ONAP review is required
before a payment can be disbursed.  The grant
recipient should notify the Area ONAP after
the voucher has been entered into VRS so that
the approval can be expedited.  In some cases
the Area ONAP may request supporting
documentation in order to approve the
request.  If the voucher request is for BLI
1601, Investments, the Area ONAP will approve
such vouchers without requesting supporting
documentation after verifying that the grant
recipient has established capacity to invest
funds in accordance with 24 CFR 1000.58(b).
Because of the anticipated size of drawdowns
from BLI 1601, Investments, any voucher
request which follows a disbursement of
investment funds within the month will most
likely be sent for review because of the 10
percent threshold; therefore, it is suggested
that investment drawdowns be requested from
VRS toward the end of a month.

The Area ONAP also has the ability to
establish a lower, project specific, monthly
threshold using the M09 screen.  Area ONAPs
may only take this action in accordance with
24 CFR 1000.530, 1000.532, or 1000.538.

f. Investments - In accordance with 24 CFR
1000.58(g), investment of IHBG funds may be for a
period no longer than two years.  Therefore, it is
the responsibility of the Area ONAP to monitor
disbursements from BLI 1601, Investments, and
verify that within two years of disbursement, the
funds have been expended for affordable housing
activities under section 202 of NAHASDA.  It is
anticipated that by year 2000 LOCCS will be able
to assist the Area ONAP in tracking investment
funds which have reached two years from
disbursement.

g. Control Dates - The IHBG program area in LOCCS has
only one control date which is maintained by the
Area ONAP, the Close Out Date.  The Area ONAP will
use the A01 screen to record the date when it has
been verified that all funds from the grant have
been audited and any questioned costs have been
resolved.  A grant should NOT be closed out if
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funds disbursed for investment have not
subsequently been spent for affordable housing
activities under section 202 of NAHASDA.  Entry of
the Close Out date will automatically stop any
further disbursements and all LOCCS reporting
requirements.  Any funds remaining in the grant
will be recaptured by HUD.  (It is not anticipated
that a project will be closed out before all funds
are disbursed; however, exceptions may occur which
will require the recapture of funds.  This will
probably occur when pennies remain in a grant but
must be accounted for to comply with HUD
accounting procedures.)  Recaptured funds will be
reflected on BLI 9900, Post Audit Adjustment.

h. Reporting Requirements

i) Federal Cash Transaction Report, SF-272 - In
accordance with 24 CFR 85.41, the SF-272
(Attachment 3) must be submitted to the Area
ONAP within 30 calendar days of the end of
each quarter (i.e., April 30th, July 30th,
October 30th, and January 30th).  LOCCS will
automatically generate a letter for each
grant without a Close Out date 15 days prior
to the end of each quarter, to remind the
grant recipient of the requirement to submit
the SF-272 (For more information on this
requirement see NAHASDA Guidance 98-4
(Tribe/TDHE)).  The Area ONAP is responsible
for entering into LOCCS the receipt date of
the form using the M10 screen.  If the Area
ONAP does not receive the SF-272 by the due
date, LOCCS will automatically notify the
grant recipient that the report is overdue.
ONAP may proceed with actions in accordance
with 24 CFR 1000 Subpart F to address this
deficiency.

ii) FY 1998 Annual Performance Report - In
accordance with 24 CFR 1000.512, 514, and
516, the Annual Performance Report must be
submitted to the Area ONAP within 60 calendar
days of the end of the grant recipient’s
program year.  In federal fiscal year (FFY)
1998, the end of the program year for all
grant recipients is September 30, 1998.
Subsequently, the end of the program year
will depend upon the grant recipient’s fiscal
year.  Due to system limitations, LOCCS will
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only perform the following functions for FFY
1998. LOCCS will automatically generate a
letter for each grant without a Close Out
date on September 15, 1998, to remind the
grant recipient of the requirement to submit
the Annual Performance Report.  The Area ONAP
is responsible for entering into LOCCS the
receipt date of the report. If the Area ONAP
does not receive the Annual Performance
Report by the due date, LOCCS will
automatically notify the grant recipient that
the report is overdue.  ONAP may proceed with
actions in accordance with 24 CFR 1000
Subpart F to address this deficiency.

iii) Annual Performance Report, FY 1999 and
Forward - In accordance with 24 CFR 1000.516,
Annual Performance Reports for all program
years except for FFY 1998 must be submitted
to the Area ONAP within 60 calendar days of
the end of the grant recipient’s fiscal year.
Because LOCCS cannot perform the following
functions automatically, the Area ONAPs are
responsible for notifying the grant recipient
15 days prior to the end of the grant
recipient’s fiscal year of the requirement to
submit the Annual Performance Report for each
grant without a Close Out date.  If the
Annual Performance Report is not received by
the Area ONAP within 60 calendar days of the
end of the grant recipient’s fiscal year, the
Area ONAP will notify the grant recipient
that the report is overdue.  ONAP may proceed
with actions in accordance with 24 CFR 1000
Subpart F to address this deficiency.

i. Vouchers - The grant recipient must prepare a
voucher for every payment request made using the
VRS.  The grant recipient should complete items 2-
14 of the LOCCS/VRS Indian Housing Block Grant
Payment Voucher, form HUD-50080-IHBG (Attachment
1), prior to placing the call to VRS.  During the
call the VRS will generate the voucher number to
be inserted in item 1.  All voucher numbers for
the IHBG program area in LOCCS will begin with the
number 079 which has been pre-printed on the form
HUD-50080-IHBG.  For detailed steps and
information on the VRS call-in process see pages
4-1 through 4-8 of the LOCCS User Guide dated
October 1996.  The grant recipient must keep the
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original voucher and backup documentation on file
to support expenditures.  No copies of the voucher
are to be sent to HUD unless specifically
requested by the Area ONAP.

5. LOCCS Security:  To gain access to the IHBG program
area in LOCCS, all users of either LOCCS or VRS must be
authorized for that program area.  To obtain
authorization, the staff person for the grant recipient
must submit a LOCCS VRS Access Authorization, form HUD-
27054, (Attachment 4), with the IHBG code in block 5a
and Indian Housing Block Grant in block 5b.  The form
must specify what type of access is required in block
5c (Query Only or Drawdown), based on the activities
that staff person will perform within VRS.  If the
LOCCS VRS Access Authorization form is requesting
access for a new user in LOCCS, the form must be
notarized.  The form should then be sent to the Area
ONAP for review.  The Area ONAP should retain a copy
and forward the original HUD-27054 to the following
address instead of the address on the form:

U.S. Department of Housing and Urban Development
Office of the Chief Financial Officer, FBSM
Attn: LOCCS Security Team
P.O. Box 23774
Washington, DC  20026-3774

ONAP staff must also request authorization for access
to the IHBG program area in LOCCS.  To do so, ONAP
staff must complete the LOCCS Access Authorization
Security Form for HUD Staff, form HUD-27054-A.
(Attachment 5 - This form is available to ONAP staff on
the Local Area Network (LAN) from both Fast Forms
Filler and Graphics Form Filler.)  Include the IHBG
code in block 12 along with the type of access
requested (see the form instructions for additional
information on the types of access available) and
forward the form to the address above.

LOCCS will automatically generate a notification letter
when the request for access has been processed.  For
additional information see pages 3-1 through 3-13 of
the LOCCS User Guide dated October 1996.

6. Banking Information:  If a grant recipient has not
previously used LOCCS, the grant recipient should
submit to the Area ONAP a Direct Deposit Sign-Up, form
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SF-1199A (Attachment 6) and a cancelled check or copy
of a cancelled check from the bank account to which the
funds are going to be deposited.  The Area ONAP will
review the form, retain a copy, and then forward the
original SF-1199A and cancelled check to:

U.S. Department of Housing and Urban Development
Office of the Chief Financial Officer, FBSM
Attn: ACH Team
P.O. Box 44816
Washington, DC  20026-4816

This form allows for the automatic deposit of funds
requested from LOCCS.  The form identifies the grant
recipient’s Tax Identification Number (TIN), bank name,
account number, and the type of account.

Since banking information can be maintained in LOCCS at
three different levels (i.e., TIN, Program Area, or
Grant), if a grant recipient has previously used LOCCS
for other programs, an SF-1199A would be used to
establish different banking information specific to
either the IHBG program area or to the grant itself.
To establish banking information specific to the IHBG
program area, specify IHBG in Section 1, block G of the
SF-1199A.  If a grant recipient wishes to have banking
information specific to a project or projects, the
project number(s) must be listed in Section 1, block G
or on an attachment to the SF-1199A.  See the pages 2-1
through 2-5 of LOCCS User Guide dated October 1996 for
further information.

NOTE:  The banking policy stated in the second
paragraph of section 2.1 of the LOCCS User Guide dated
October 1996 does not pertain to IHBG.  Grant
recipients may designate different bank accounts for
the deposit of IHBG funds that are received from HUD.

7.  Additional Guidance:  For program specific guidance,
grant recipients should contact their Area ONAP.  For
detailed, non-program specific LOCCS/VRS guidance please
refer to the LOCCS User Guide.  To obtain copies of the
User Guide, please call (800) 767-7468.

            /s/Deborah Vincent, General Deputy A/S
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U.S. Department of Housing and Urban Development
Public and Indian Housing

Special Attention of: Notice:  PIH 99-4 (TDHEs)

Tribes, Tribally Designated Issued: February 3, 1999
Housing Entities, Indian Expires: February 28, 2000
Housing Authorities, ONAP Cross Reference:
Administrators

SUBJECT: Administrative Requirements for Investing Indian
Housing Block Grant Funds

1. PURPOSE:  This Notice establishes the basis upon which
the Department will determine if a recipient of Indian
Housing Block Grant (IHBG) funds, as authorized by the
Native American Housing Assistance and Self-
Determination Act (NAHASDA) of 1996 (Pub. L. 104-330,
approved October 26, 1996), has the administrative
capacity to draw down IHBG funds for investment
purposes.

2. BACKGROUND:  NAHASDA is implemented through HUD
regulations at 24 CFR Part 1000.  These regulations
were developed by a Negotiated Rulemaking Committee
comprised of 48 tribal members and 10 HUD
representatives.  One provision of the regulation, 24
CFR §1000.58, authorizes a recipient to invest certain
grant amounts for the purposes of carrying out
affordable housing activities in investment securities
and other obligations as approved by the Secretary.
The recipient may continue to invest NAHASDA funds in
accordance with 24 CFR §1000.58 as long as it
demonstrates to HUD that it has administrative
capacity.

3. DEFINITIONS:

a. Self governance tribe - For purposes of this
notice, a self-governance Indian tribe is an
Indian tribe that participates in tribal self-
governance as authorized under Public Law 93-638,
as amended (25 U.S.C. 450 et seq).
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b.  Recipient - An Indian tribe or the entity for one 
or more Indian tribes that is authorized to 
receive grant amounts under this Act on behalf of 
the tribe or tribes.

c. Significant and Material Audit Findings - For
purposes of this notice, a significant or material
finding is one that (1) identifies a material
weakness in financial or accounting controls; or
(2) a finding of substantial financial
mismanagement or misapplication of funds that has
not been resolved; or (3) has any questioned costs
for HUD Programs which were subsequently
disallowed which total 5 percent or more of the
total expenditures for HUD Programs identified in
the audit.

4. PROCEDURE:

Pursuant to 24 CFR §1000.58 (b), an IHBG recipient must
demonstrate, to HUD's satisfaction, that:

a. There are no unresolved significant and material
audit findings or exceptions in the most recent
annual audit completed under the Single Audit Act
or in an independent financial audit prepared in
accordance with generally accepted auditing
principles; and

b.  it is a self-governance Indian tribe or that it has
the administrative capacity and controls to
responsibly manage the investment.

5.  DOCUMENTATION REQUIRED:

a.  In order to document that there are no unresolved
significant and material audit finding or
exceptions, the recipient must submit to the Area
ONAP the most recent audit of the recipient
together with evidence that the cognizant audit
agency (if other than HUD) reviewed and accepted
the Single Audit Act report.  ONAP must also be
provided with a status of the Single Audit Act
findings controlled by the cognizant agency (if
other than HUD).  This audit must be current in
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accordance with the Single Audit Act requirements.
If an independent financial audit was conducted in
place of an annual audit or in addition to an
annual audit, a copy of this financial audit must
be submitted.  Based on the information provided,
the Area ONAP will determine if there are any
unresolved significant and material audit
findings. If the recipient is not required to
submit an audit report under the Single Audit Act,
an audit will not be required to comply with this
provision.  If the recipient is a newly created
tribally designated housing entity (TDHE) without
a current audit, an audit will not be required to
comply with this provision.

b. To document that the recipient is a self-
governance tribe as defined above, a certification
from the tribe that it is a self-governance tribe
or a copy of the designation from the Bureau of
Indian Affairs.  This provision applies only if
the tribe is the recipient.  If the tribe has
designated a TDHE, the recipient is the TDHE, not
the tribe.

c. If the recipient is not a self-governance tribe,
the recipient must demonstrate it has the
administrative capacity and controls to
responsibly manage the investment.

1.  The recipient’s financial management system
must comply with 24 CFR §85.20.  This
includes accurate, current and complete
financial reporting, adequate accounting
records, effective internal controls, budget
control and reasonable procedures for cash
management.  In order to document to ONAP
that a system is in place, the recipient
shall submit the following:

     a. A copy of the internal control policy.
The policy must provide for adequate
safeguard of all grant and subgrant
cash, real and personal property and
other assets.  Additional provisions of
the policy must be as follows:

                     - authorization by the appropriate
oversight body (e.g., the Board of
Commissioners) for the
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transaction, documented in the
official records of that body;

                    - safekeeping procedures covering
security of investment documents;

- separation of responsibilities for
custody of securities from 
maintenance of accounting records;

- maintenance of investments in a 
custodian or trust account;

- investments made only in the name 
     of the IHBG recipient;

- investments recorded in detail in 
an investment ledger;

 
 -    use of a system to insure that all 

interest earned is collected, 
recorded and credited to 
appropriate accounts;

 
   - periodic reconciliation to the 

investment ledger; and
 
   - requirement to maintain a maturity

schedule (See Paragraph 7.b.)

     b. The recipient must also adopt and use a
written investment policy.  The policy
must be submitted to ONAP.  The policy
must include a statement of purpose,
list the eligible investment
instruments, contain an assignment of
authority to staff, and outline each
staff member's responsibilities.

          2. The recipient shall have no outstanding
findings as a result of a HUD audit or review
(including Inspector General Audits) that
affects the administrative capacity and
controls to responsibly manage the
investment.  The recipient shall submit a
certification that there are no findings
which affect the administrative capacity.

6. PROCESSING REQUESTS:
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     a. A recipient requesting approval to invest IHBG
funds in accordance with 24 CFR §1000.58 must
submit the documentation outlined above to the
Area ONAP.  The Area ONAP will review the
documentation and approve or disapprove the
request within 60 calendar days of receipt of the
request.

     b. If the request is approved, the recipient will
receive written notification with the effective
date that the investment draw down will be
available in LOCCS and the amount available for
investment purposes based on the calculation in 24
CFR §1000.58(f).

c. If the request is not approved by the Area 
ONAP, the recipient will be notified in 
writing with the specific reasons for the 
denial.  Within thirty calendar days of 
receiving HUD’s denial of a request for 
investment, the recipient may request 
reconsideration of the denial in writing.  
The request shall set forth justification for 
the reconsideration.  Within 30 calendar days 
of receiving the request, HUD shall 
reconsider the recipient’s request and either 
affirm or reverse its initial decision in 
writing, setting forth its reason for the 
decision.  If the decision was made by the 
Assistant Secretary, the decision will
constitute final agency action.

d. If the request is denied and an appeal is not
     successful, the tribe or TDHE may request another

          determination when the conditions for denial have
          been corrected.  This resubmittal will be 

processed in accordance with the procedures in 
6.a. above.

7. ADDITIONAL INFORMATION

          a. Depository Agreement:  IHBG funds shall be held in
one or more accounts separate from other funds of
the recipient.  Each of these accounts shall be
subject to a general depository agreement.   

b. Maturity Schedule:  Investments may be for a 
period no longer than two years.  The 
recipient shall maintain a schedule 
evidencing that the proposed investments will 
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mature on the approximate dates the funds 
will be needed and that investment maturity 
dates do not exceed two years.

8. ELIGIBLE INVESTMENT INSTRUMENTS:  24 CFR §1000.58(c)
states that recipients shall invest IHBG funds only in:

a. Obligations of the United States; obligations
issued by Government sponsored agencies;
securities that are guaranteed or insured by the
United States; mutual (or other) funds registered
with the Securities and Exchange Commission and
which invest only in obligations of the United
States or securities that are guaranteed or
insured by the United States; or

     b. accounts that are insured by an agency or
instrumentality of the United States or accounts
that ensure the continuous and full
collateralization of deposits that are in excess
of FDIC insurance amounts to ensure protection of
the funds, even in the event of bank failure.
Collateralization shall consist of identifiable
U.S. Government securities as prescribed by HUD
and specific authority contained in the agreement
permitting HUD to exercise its rights pursuant to
24 CFR §1000.60.

9. CONTACTS:  Should you need additional information,
please contact your Area Office of Native American
Programs.

                        /s/ Harold Lucas
                   Assistant Secretary for Public
                         and Indian Housing
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NAHASDA Listening Session
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Shared Visions: Summit I, Sponsored by HUD

NAHASDA Listening Session

Listening Session Objectives

l  Hear Your Concerns

l  Gather your Suggestions

l  Develop Blueprint for Action



Shared Visions: Summit I, Sponsored by HUD

IHBG Formula

     Jackie Kruszek
     National ONAP
     1999 Broadway, Suite 3390
     Denver, CO  80202
     Tele:  (303) 675-1600 ext. 3306
     Fax:   (303) 675-1660
     Jacqueline_A._Kruszek@hud.gov



Shared Visions: Summit I, Sponsored by HUD 4

IHBG Formula

24 CFR 1000 Subpart D

and

Appendices A & B



Shared Visions: Summit I, Sponsored by HUD 5

Formula Development

q  Guiding Principals

q  Variables Examined

q  Data Sources Examined

q  Appeal Process



Shared Visions: Summit I, Sponsored by HUD 6

The Formula

q  Formula Current Assisted Stock (FCAS)

q  Formula Area

q  Need Variables

q  Population Cap

q  Minimum Needs Funding

q  Minimum Grant Funding
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Challenging U.S. Census Data

q  Deadline for Submissions is June 15

q  Acceptable Methodologies

q  Information to Include in Submission



Shared Visions: Summit I, Sponsored by HUD 8

Correcting Other Data

q  Deadline for Submissions is Sept 1

q  Formula Response Form

q  Adjustment Factors



Shared Visions: Summit I, Sponsored by HUD 9

Areas to Revisit

q  Definition of Formula Area

q  Needs Variables & Weights

q  Needs Data

q  Method for Splitting Overlapping Areas

q  Population Cap

q  Minimum Needs Funding
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Cost Limits

     Justina Walls
     National ONAP
     1999 Broadway, Suite 3390
     Denver, CO  80202
     Tele:  (303) 675-1600 ext. 3310
     Fax:   (303) 675-1662
     Justina_L._Walls@hud.gov
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Cost  Limits
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Cost  Limits

q  History of cost limits

l  1937 Housing Act

ü  TDCs = DC&Es X Multiplier



Shared Visions: Summit I, Sponsored by HUD 13

Cost  Limits

q  NAHASDA

l  Neg Reg Committee designs

Dwelling Construction and

Equipment (DC&E) cost limits

ü  24 CRF 1000.156
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Cost  Limits

q  “Sticks and
Bricks” -
Hard costs
only
l  no site
l  no admin



Shared Visions: Summit I, Sponsored by HUD 15

Cost  Limits

q  some

tribes elated

q  some

tribes upset



Shared Visions: Summit I, Sponsored by HUD 16

Cost  Limits

q  Workgroup convened - Fall, 1998

l  1 tribal/TDHE representative
from each HUD jurisdiction (6)

l  1 HUD field office rep

l  2 HUD National office reps



Shared Visions: Summit I, Sponsored by HUD 17

Cost  Limits

q  Solutions
l  short term

l  longer term



Shared Visions: Summit I, Sponsored by HUD 18

Cost  Limits

q  Short term
l  Revise base house
l  Publish new DC&Es
ü  December 18, 1998



Shared Visions: Summit I, Sponsored by HUD 19

Cost  Limits

q   Longer term solution

l  Revise regulations



Shared Visions: Summit I, Sponsored by HUD 20

Cost  Limits

q  Proposed Regs

l  Use TDCs published by HUD

l  Design own standards



Shared Visions: Summit I, Sponsored by HUD 21

Cost  Limits

q  Proposed regs for comment

l  informal - to tribes/TDHEs 1/99

l  comments compiled & back to

workgroup - 2/99

l  formal - 3/99



Shared Visions: Summit I, Sponsored by HUD 22

Cost Limits

  After review
process, what
will new regs
say?
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Cost  Limits

Remains to
be seen



Shared Visions: Summit I, Sponsored by HUD 24

Cost  Limits

 What

now?



Shared Visions: Summit I, Sponsored by HUD 25

Cost  Limits

  Use currently approved
DC&E regs (found at 24
CFR 1000.156)  until new
regs are published.



Shared Visions: Summit I, Sponsored by HUD 26

Cost  Limits



Implementation of the Native American Housing Assistance and Self-
Determination Act of 1996; Final Rule

Subpart B--Affordable Housing Activities

Sec. 1000.156  Is there a per unit limit on the amount of IHBG funds that may be
used for dwelling construction and dwelling equipment?

(a)  Yes. The per unit amount of IHBG funds that may be used for dwelling
construction and dwelling equipment cannot exceed the limit established by HUD
except as allowed in the definition below. Other costs associated with developing a
project, including all undertakings necessary for administration, planning, site
acquisition, water and sewer, demolition, and financing may be eligible NAHASDA
costs but are not subject to this limit.

(b)  Dwelling construction and equipment (DC&E) costs include all construction
costs of an individual dwelling within five feet of the foundation. Excluded from
the DC&E are any administrative, planning, financing, site acquisition, site
development more than five feet from the foundation, and utility development or
connection costs. HUD will publish and update on a regular basis DC&E amounts
for appropriate geographic areas.

(c)  DC&E amounts will be based on a moderately designed house or multi-family
structure and will be determined by averaging the current construction costs, as
listed in not less than two nationally recognized residential construction cost indices,
for publicly bid construction of a good and sound quality. If a recipient determines
that published DC&E amounts are not representative of construction costs in its
area, it may request a re-evaluation of DC&E amounts and provide HUD with
relevant information for this re-evaluation.



Implementation of the Native American Housing Assistance and Self-
Determination Act of 1996; Final Rule

Appendix A TO PART 1000--Indian Housing Block Grant Formula Mechanics

    This appendix shows the different components of the IHBG formula. The following text
explains how each component of the IHBG formula works.

1.  The Indian Housing Block Grant (IHBG) formula is calculated by initially
determining the amount a tribe receives for Formula Current Assisted Stock
(FCAS) (See Secs. 1000.310 and 1000.312. FCAS funding is comprised of two
components, operating subsidy (Sec. 1000.316(a)) and modernization (Sec.
1000.316(b)). The operating subsidy component is calculated based on the national
per unit subsidy provided in FY 1996 (adjusted to a 100 percent funding level) for
each of the following types of programs--Low Rent, Homeownership (Mutual Help
and Turnkey III), and Section 8. A tribe's total units in each of the above categories
is multiplied times the relevant national per unit subsidy amount. That amount is
summed and multiplied times a local area cost adjustment factor for management.

2.  The local area cost adjustment factor for management is called AELFMR.
AELFMR is the greater of a tribe's Allowable Expense Level (AEL) or Fair Market
Rent (FMR) factor, where the AEL and FMR factors are determined by dividing
each tribe's AEL and FMR by their respective national weighted average (weighted
on the unadjusted allocation under FCAS operating subsidy). The adjustment made
to the FCAS component of the IHBG formula is then the new AELFMR factor
divided by the national weighted average of the AELFMR (See Sec. 1000.320).

3.  The modernization component of FCAS is based on the national per unit
      modernization funding provided in FY 1996 to Indian Housing Authorities (IHAs).
     The per unit amount is determined by dividing the modernization funds by the total
     Low Rent, Mutual Help, and Turnkey III units operated by IHAs in 1996. A tribe's
     total Low Rent, Mutual Help, and Turnkey III units are multiplied times the per unit
     modernization amount. That amount is then multiplied times a local area cost
     adjustment factor for construction (e.g. the Total Development Cost) (See Sec.
    1000.320).

4.  The construction adjustment factor is Total Development Cost (TDC) for the area
divided by the weighted national average for TDC (weighted on the unadjusted
allocation for modernization) (See Sec. 1000.320).

5.  After determining the total amount allocated under FCAS for each tribe, it is
summed for every tribe. The national total amount for FCAS is subtracted from the
Fiscal Year appropriation to determine the total amount to be allocated under the
Need component of the IHBG formula.



6.  The Need component of the IHBG formula is calculated using seven factors
      weighted as set forth in Sec. 1000.324 as follows: 22 percent of the allocated funds
      will be allocated by a tribe's share of the total Native American households paying
      more than 50 percent of their income for housing living in the Indian tribe's
      formula area, 25 percent of the funds allocated under Need will be allocated by a
      tribe's share of the total Native American households overcrowded and or without
      kitchen or plumbing living in their formula area, and so on. The current national
      totals for each of the need variables will be distributed annually by HUD with the
     Formula Response Form (See Sec. 1000.332). The national totals will change as
     tribes update information about their formula area and data for individual areas are
    challenged (See Secs. 1000.334 and 1000.336).  The Need component is then
    calculated by multiplying a tribe's share of housing need by a local area cost
    adjustment factor for construction (the Total Development Cost) (See Sec.
    1000.338).

7.  No tribe in its first year of funding will receive less than $50,000 under the Need
      component of the formula. In subsequent allocations to a tribe, it will receive no
      less than $25,000 under the Need component of the formula. This increase in
     funding for the tribes receiving the minimum Need allocation is funded by a
     reallocation from all tribes receiving more than $50,000 under their Need
     component. This is necessary in order to keep the total allocation within the
     appropriation level. Such minimum Need allocations will only continue through FY
     2002 (See Sec. 1000.328).

8.  A tribe's total grant is calculated by summing the FCAS and Need allocations. This
      preliminary grant is compared to how much a tribe received in FY 1996 for
     operating subsidy and modernization. If a tribe received more in FY 1996 for
     operating subsidy and modernization than they do under the IHBG formula, their
     grant is adjusted up to the FY 1996 level (See Sec. 1000.340). Indian tribes
      receiving more under the IHBG formula than in FY 1996 ``pay'' for the upward
      adjustment for the other tribes by having their grants adjusted downward. Because
     many more Indian tribes have grant amounts above the FY 1996 level than those
     with grants below the FY 1996 level, each tribe contributes very little relative to
     their total grant to fund the adjustment.



Implementation of the Native American Housing Assistance and Self-
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Appendix B to Part 1000--IHBG Block Grant Formula Mechanisms

    1. The Indian Housing Block Grant Formula consists of two components, the Formula
Current Assisted Stock (FCAS) and Need.  Therefore, the formula allocation before
adjusting for the statutory requirement that a tribe's minimum grant will not be less than
the tribe's FY 1996 Operating Subsidy and Modernization funding, can be represented by:

unadjGRANT = FCAS + NEED.

    2. NAHASDA requires the current assisted stock be provided for before allocating
funds based on need. Therefore, FCAS must be calculated first. FCAS consists to two
components, Operating Subsidy (OPSUB) and Modernization (MOD) such that:

FCAS = OPSUB + MOD.

    3. OPSUB consists of three main parts: Number of Low-Rent units; Number of Section
8 units; and Number of Mutual Help and Turnkey III units. Each of these main parts are
adjusted by the FY 1996 national per unit subsidy, an inflation factor, and local area costs
as reflected by the greater of the AEL factor or FMR factor. The AEL factor as defined in
Sec. 1000.302 as the difference between a local area Allowable Expense Level (AEL) and
the national weighted average for AEL. The FMR factor is also defined in Sec. 1000.302
as the difference between a local area Fair Market Rent (FMR) and the national weighted
average for FMR. So, expanding OPSUB gives:

OPSUB = [LR * LRSUB + (MH+TK) * HOSUB + S8 * S8SUB] * INF * AELFMR

    Where:

LR = number of Low-Rent units.
LRSUB = FY 1996 national per unit average subsidy for Low-Rent units = $2,440.
MH+TK = number of Mutual Help and Turnkey III units.
HOSUB = FY 1996 national per unit average subsidy for Homeownership units = $528.
S8 = number of Section 8 units.
S8SUB = FY 1996 national per unit average subsidy for Section 8 units = $3,625.
INF = inflation adjustment determined by the Consumer Price Index for housing.
AELFMR = greater of AEL Factor or FMR Factor weighted by national average of AEL
Factor and FRM Factor.
AEL FACTOR = AEL/NAAEL.
AEL = local Allowable Expense Level.
NAAEL = national weighted average for AEL.
FMR FACTOR = FMR/NAFMR.



FMR = local Fair Market Rent.
NAFMR = national weighted average for FMR.
NAAELFMR = national weighted average for greater of AEL Factor or FMR factor.

    For estimating FY 1998 allocations:

    NAAEL = 240.224.
    NAFMR = 459.437.
    NAAELFMR = 1.144.
    4. MOD considers only the number of Low-Rent, and Mutual Help and Turnkey III
units. Each of these are adjusted by the FY 1996 national per unit subsidy for
odernization, an inflation factor and the local Total Development Costs relative to the
weighted national average for TDC. So, expanding MOD gives us:

MOD = [LR + (MH+TK)] * SUB * INF * TDC/NATDC.

    Where:

LR = number of Low-Rent units.
MH+TK = number of Mutual Help and Turnkey III units.
SUB = FY 1996 national per unit average subsidy for modernization.
INF = inflation adjustment determined by the Consumer Price Index for housing.
TDC = Local Total Development Costs defined in Sec. 1000.302.
NATDC = weighted national average for TDC.

    For estimating FY 1998 allocations:

SUB = $1,974.
NATDC = $103,828.

    5. Now that calculation for FCAS is complete, we can determine how many funds will
be available to allocate over the NEED component of the formula by calculating:

NEED FUNDS = APPROPRIATION--NATCAS.

    Where:

APPROPRIATION = dollars provided by Congress for distribution by the IHBG formula.
NATCAS = summation of CAS allocations for all tribes.



  For estimating FY 1998 allocations:

APPROPRIATION = $590 million.
NATCAS = $236,147,110.

    6. Two iterations are necessary to compute the final Need allocation. The first iteration
consists of seven weighted criteria that allocate need funds based on a tribe's population
and housing data. This allocation is then adjusted for local area cost differences based on
TDC relative to the national weighted average.  This can be represented by:

NEED1 = [(0.11 * PER / NPER) + (0.13 * HHLE30 / NHHLE30)
 + (0.07 * HH30T50 / NHH30T50) + (0.07 * HH50T80 / NHH50T80)
 + (0.25 * OCRPR / NOCRPR) + (0.22 * SCBTOT / NSCBTOT)
 + (0.15 * HOUSHOR / NHOUSHOR)] * NEED FUNDS * (TDC/NATDC).

    Where:

PER = American Indian and Alaskan Native (AIAN) persons.
NPER = national total of PER.
HHLE30 = AIAN households less than 30% of median income.
NHHLE30 = national total of HHLE30.
HH30T50 = AIAN households 30% to 50% of median income.
NHH30T50 = national total of HH30T50.
HH50T80 = AIAN households 50% to 80% of median income.
NHH50TO80 = national total of HH50T80.
OCRPR = AIAN households crowded or without complete kitchen or plumbing.
NOCRPR = national total of OCRPR.
SCBTOT = AIAN households paying more than 50% of their income for housing.
NSCBTOT = national total SCBTOT.
HOUSHOR = AIAN households with an annual income less than or equal to 80% of
formula median income reduced by the combination of current assisted stock and units
developed under NAHASDA.
NHOUSHOR = national total of HOUSHOR.
TDC = Local Total Development Costs defined in Sec. 1000.302.
NATDC = weighted national average for TDC.



For estimating FY 1998 allocations:

NPER = 953,254.
NHHLE30 = 78,496.
NHH30T50 = 52,514.
NHH50T80 = 59,793.
NOCPR = 80,581.
NSCBTOT = 34,080.
NHOUSHOR = 23,840.
NEEDFUNDS = $353,852,890.
NATDC = $104,956.

    7. The second iteration in computing Need allocation consists of adjusting the Need
allocation computed above to take into account the $50,000 baseline funding for the first
year only and then $25,000 per year for each year thereafter through FY 2002. So, if in
the first Need computation you have less than the minimum Needs funding level, your
Need allocation will go up. But, if you have more than the minimum Needs funding level,
your Need allocation will go down to adjust for the other Need allocations going up. We
can represent this by:

If NEED1 is less than MINFUNDING, then NEED = MINFUNDING.
If NEED1 is greater than or equal to MINFUNDING, then NEED = NEED1--
{UNDERMIN$ * [(NEED1--MINFUNDING) / OVERMIN$]}.

    Where:

MINFUNDING = minimum needs funding level.
UNDERMIN$ = for all tribes with NEED1 less than MINFUNDING, sum of the
differences between MINFUNDING and NEED1.
OVERMIN$ = for all tribes with NEED1 greater than or equal to
MINFUNDING, sum of the difference between NEED1 and MINFUNDING.

    For estimating FY 1998 allocations:

MINFUNDING = $50,000.
UNDERMIN$ = $4,919,224.
OVERMIN$ = $335,022,114.

    8. Now we have computed values for FCAS and NEED. This final step in computing
the grant allocation is to adjust the sum of FCAS and NEED to reflect the statutory
requirement that a tribe's minimum grant will not be less than that tribe's FY 1996
Operating Subsidy and Modernization funding. So, before adjusting for the minimum
grant compute:

unadjGRANT = FCAS + NEED where both FCAS and NEED are calculated above.



    9. Now, apply test to determine if the GRANT (unadjusted for FY 1996) levels is
greater than or equal to FY 1996 Operating Subsidy and Modernization funding.

Let TEST = unadjGRANT--OPMOD96 .
If TEST is less than 0, then GRANT = OPMOD96.
If TEST is greater than or equal to 0, then GRANT = unadjGRANT--
[UNDER1996 * (TEST / OVER1996)].

Where:

OPMOD96 = funding received by tribe in FY 1996 for Operating Subsidy
and Modernization UNDER1996 = for all tribes with TEST less than 0, sum of the
absolute value of TEST.
OVER1996 = for all tribes with TEST greater than or equal to 0, sum of TEST.

    For estimating FY 1998 allocations:

UNDER1996 = $5,378,558.
OVER1996 = $326,095,837.
GRANT is the approximate grant amount in any given year for any given tribe.



For further information, contact your Area ONAP
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September 11, 1998

TO: All Tribal Government Leaders and Tribally Designated Housing Entities
(TDHE)

FROM:  Jacqueline Johnson, Acting Deputy Assistant Secretary, 8APIN

TOPIC: Reviewing Formula Current Assisted Stock (FCAS) as listed on a tribe’s
Formula Response Form

SUBJECT:  Regulatory requirements regarding FCAS as listed on a tribe’s Formula 
      Response Form

PURPOSE: This guidance highlights the regulatory requirements that tribes,
TDHEs, and HUD must consider when reviewing the FCAS section of a tribe’s
Formula Response Form.  In addition, this guidance specifies what procedures tribes,
TDHEs, and HUD must follow if a discrepancy is noted when reviewing a tribe’s
Formula Response Form.

What is FCAS?

According to 24 CFR 1000.314, FCAS is housing units owned or operated pursuant
to an Annual Contributions Contract(ACC) including all Low-Rent, Mutual Help, and
Turnkey III housing units under management as of September 30, 1997, plus units in
the pipeline when they become owned or operated by the recipient and are under
management as indicated in the Formula Response Form.  FCAS also includes
Section 8 units when their current contract expires and the Indian tribe continues to
manage the assistance in a manner similar to the Section 8 program, as reported on
the Formula Response Form.

When are units no longer considered FCAS?

According to 24 CFR 1000.318, units under FCAS cease to be counted or expire
from the inventory used for the formula when the Indian tribe, TDHE, or IHA no
longer has the legal right to own, operate, or maintain the unit, whether such right is
lost by conveyance, demolition, or otherwise provided that conveyance of each
Mutual Help or Turnkey III unit occurs as soon as practicable after a unit becomes
eligible for conveyance by the terms of the Mutual Help Occupancy Agreement
(MHOA), and, the Indian tribe, TDHE, or IHA actively enforce strict compliance by
the homebuyer with the terms and condition of the MHOA, including the
requirements for full and timely payment.  Rental units shall continue to be included
for formula purposes as long as they continue to be operated as low income rental
units by the Indian tribe, TDHE, or IHA.  Expired contract Section 8 units shall
continue as rental units and be included in the formula as long as they are operated as
low income rental units as included in the Indian tribe’s or TDHE’s Formula
Response Form.

No. 98-19

Tribe/TDHE
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How are converted units counted under FCAS?

If units were converted prior to October 1, 1997, as evidenced by an amended ACC, then those units will be
counted as the type of unit to which they were converted for formula purposes.  If units were converted on or
after October 1, 1997, then those units will be counted as the type of unit specified on the original ACC for
formula purposes.

What corrections should a tribe/TDHE report when reviewing their tribe’s Formula Response Form?

A tribe/TDHE shall review the FCAS section of their tribe’s Formula Response Form for accuracy.  The
tribe/TDHE shall report corrections to unit counts, unit types, and actual or expected Dates of Full
Availability.  The tribe/TDHE shall not include units that have been conveyed, demolished, or otherwise lost
in a year prior to the fiscal year that the Formula Response Form reports.  The tribe/TDHE shall not include
units that have been paid-off but not conveyed unless the tribe/TDHE can demonstrate that reasons beyond
the tribe/TDHE or IHA’s control have not made conveyance practical.  The tribe/TDHE or IHA must
demonstrate that the tribe/TDHE or IHA has actively enforced strict compliance by the homebuyers with the
terms and conditions of the MHOA, including the requirements for full and timely payment. Because
promissory notes can be issued, Tenant account receivables alone are not adequate for non-conveyance.

What if HUD discovers that a tribe/TDHE received formula funds for FCAS units they did not have in
management during that time period?

If HUD discovers that a tribe/TDHE received formula funds for FCAS units that the tribe/TDHE did not have
in management during that fiscal year, HUD will:

•   Notify the tribe/TDHE of this information.
•   Inform the tribe/TDHE that HUD will recoup these funds by adjusting the upcoming fiscal year’s grant.
•   Provide the tribe/TDHE with the opportunity to present additional information regarding the status of

   the units for HUD’s consideration.
•   Distribute any recouped funds through the formula mechanism in the upcoming fiscal year.

Cases where this might arise include Mutual Help/Turnkey III units that have conveyed or are eligible for
conveyance and the tribe/TDHE or IHA cannot show sufficient evidence demonstrating that reasons beyond
the tribe/TDHE or IHA’s control have made conveyance not practical; units that have been sold or
demolished; and, actual DOFA dates that differ expected DOFA dates.

Who should I contact if I have additional questions?
If you have any questions about reviewing FCAS as it appears on your tribe’s/TDHEs Formula Response
Form, please contact the appropriate staff in your Area Office of Native American Programs.
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Subpart D--Allocation Formula

Sec. 1000.301  What is the purpose of the IHBG formula?

The IHBG formula is used to allocate equitably and fairly funds made available through
NAHASDA among eligible Indian tribes. A TDHE may be a recipient on behalf of an
Indian tribe.

Sec. 1000.302  What are the definitions applicable for the IHBG
formula?

Allowable Expense Level (AEL) factor. In rental projects, AEL is the per-unit per-month
dollar amount of expenses which was used to compute the amount of operating subsidy
used prior to October 1, 1997 for the Low Rent units developed under the 1937 Act. The
``AEL factor'' is the relative difference between a local area AEL and the national
weighted average for AEL.

Date of Full Availability (DOFA) means the last day of the month in which substantially all
the units in a housing development are available for occupancy.

Fair Market Rent (FMR) factors are gross rent estimates; they include shelter rent plus the
cost of all utilities, except telephones.

HUD estimates FMRs on an annual basis for 354 metropolitan FMR areas and 2,355 non-
metropolitan county FMR areas. The ``FMR factor'' is the relative difference between a
local area FMR and the national weighted average for FMR.

Formula Annual Income. For purposes of the IHBG formula, annual income is a
household's total income as currently defined by the U.S. Census Bureau.

Formula area. (1) Formula area is the geographic area over which an Indian tribe could
exercise court jurisdiction or is providing substantial housing services and, where
applicable, the Indian tribe or TDHE has agreed to provide housing services pursuant to a
Memorandum of Agreement with the governing entity or entities (including Indian tribes)
of the area, including but not limited to:

    (i) A reservation;

    (ii) Trust land;



    (iii) Alaska Native Village Statistical Area;

    (iv) Alaska Native Claims Settlement Act Corporation Service Area;

(v)  Department of the Interior Near-Reservation Service Area;
 
(vi)  Former Indian Reservation Areas in Oklahoma as defined by the Census as Tribal

Jurisdictional Statistical Area;

(vii)  Congressionally Mandated Service Area; and
 
(viii)  State legislatively defined Tribal Areas as defined by the Census as Tribal

Designated Statistical Areas.

   (2) For additional areas beyond those identified in the above list of eight, the Indian
    tribe must submit on the Formula Response Form the area that it wishes to include in
    its Formula Area and what previous and planned investment it has made in the area.
    HUD will review this submission and determine whether or not to include this area.
    HUD will make its judgment using as its guide whether this addition is fair and
    equitable for all Indian tribes in the formula.

(3)  In some cases the population data for an Indian tribe within its formula area is
greater than its tribal enrollment. In general, for those cases to maintain fairness for all
Indian tribes, the population data will not be allowed to exceed twice an Indian tribe's
enrolled population. However, an Indian tribe subject to this cap may receive an
allocation based on more than twice its total enrollment if it can show that it is providing
housing assistance to substantially more non-member Indians and Alaska Natives who
are members of another Federally recognized Indian tribe than it is to members.

(4)  In cases where an Indian tribe is seeking to receive an allocation more than twice its
total enrollment, the tribal enrollment multiplier will be determined by the total number
of Indians and Alaska Natives the Indian tribe is providing housing assistance (on July
30 of the year before funding is sought) divided by the number of members the Indian
tribe is providing housing assistance. For example, an Indian tribe which provides
housing to 300 Indians and Alaska Natives, of which 100 are members, would then be
able to receive an allocation for up to three times its tribal enrollment if the Indian and
Alaska Native population in the area is three or more times the tribal enrollment.

Formula Median Income. For purposes of the formula median income is determined in
accordance with section 567 of the Housing and Community Development Act of 1987
(42 U.S.C. 1437a note).

Formula Response Form is the form recipients use to report changes to their Formula
Current Assisted stock, formula area, and other formula related information before each
year's formula allocation.



Indian Housing Authority (IHA) financed means a homeownership program where title
rests with the homebuyer and a security interest rests with the IHA.

Mutual Help Occupancy Agreement (MHOA) means a lease with option to purchase
contract between an IHA and a homebuyer under the 1937 Act.

Overcrowded means households with more than 1.01 persons per room as defined by the
U.S. Decennial Census.

Section 8 means the making of housing assistance payments to eligible families leasing
existing housing pursuant to the provisions of the 1937 Act.

Section 8 unit means the contract annualized housing assistance payments (certificates,
vouchers, and project based) under the Section 8 program.

Total Development Cost (TDC) is the sum of all costs for a project including all
undertakings necessary for administration, planning, site acquisition, demolition,
construction or equipment and financing (including payment of carrying charges) and for
otherwise carrying out the development of the project, excluding off site water and sewer.

Total Development Cost amounts will be based on a moderately designed house and will
be determined by averaging the current construction costs as listed in not less than two
nationally recognized residential construction cost indices.

Without kitchen or plumbing means, as defined by the U.S. Decennial Census, an occupied
house without one or more of the following items:

    (1) Hot and cold piped water;

    (2) A flush toilet;

    (3) A bathtub or shower;

    (4) A sink with piped water;

    (5) A range or cookstove; or

    (6) A refrigerator.



Sec. 1000.304  May the IHBG formula be modified?

Yes, as long as any modification does not conflict with the requirements of NAHASDA.

Sec. 1000.306  How can the IHBG formula be modified?

(a)  The IHBG formula can be modified upon development of a set of measurable and
verifiable data directly related to Indian and Alaska Native housing need. Any data set
developed shall be compiled with the consultation and involvement of Indian tribes and
examined and/or implemented not later than 5 years from the date of issuance of these
regulations and periodically thereafter.

    (b) Furthermore, the IHBG formula shall be reviewed within five years to determine if
subsidy is needed to operate and maintain NAHASDA units or any other changes are
needed in respect to funding under the Formula Current Assisted Stock component of the
formula.

    (c) During the five year review of housing stock for formula purposes, the Section 8
units shall be reduced by the same percentage as the current assisted rental stock has
diminished since September 30, 1999.

Sec. 1000.308  Who can make modifications to the IHBG formula?

HUD can make modifications in accordance with Sec. 1000.304 and Sec. 1000.306
provided that any changes proposed by HUD are published and made available for public
comment in accordance with applicable law before their implementation.

Sec. 1000.310  What are the components of the IHBG formula?

The IHBG formula consists of two components:

    (a) Formula Current Assisted Housing Stock (FCAS); and

    (b) Need.

Sec. 1000.312  What is current assisted stock?

Current assisted stock consists of housing units owned or operated pursuant to an ACC.
This includes all low rent, Mutual Help, and Turnkey III housing units under management
as of September 30, 1997, as indicated in the Formula Response Form.



Sec. 1000.314  What is formula current assisted stock?

Formula current assisted stock is current assisted stock as described in Sec. 1000.312 plus
1937 Act units in the development pipeline when they become owned or operated by the
recipient and are under management as indicated in the Formula Response Form. Formula
current assisted stock also includes Section 8 units when their current contract expires and
the Indian tribe continues to manage the assistance in a manner similar to the Section 8
program, as reported on the Formula Response Form.

Sec. 1000.316  How is the Formula Current Assisted Stock (FCAS)
Component developed?

The Formula Current Assisted Stock component consists of two elements. They are:

    (a) Operating subsidy. The operating subsidy consists of three variables which are:

(1)  The number of low-rent FCAS units multiplied by the FY 1996 national per unit
subsidy (adjusted to full funding level) multiplied by an adjustment factor for inflation;

(2)  The number of Section 8 units whose contract has expired but had been under
contract on September 30, 1997, multiplied by the FY 1996 national per unit subsidy
adjusted for inflation; and

(3)  The number of Mutual Help and Turnkey III FCAS units multiplied by the FY 1996
national per unit subsidy (adjusted to full funding level) multiplied by an adjustment
factor for inflation.

    (b) Modernization allocation. Modernization allocation consists of the number of Low
Rent, Mutual Help, and Turnkey III FCAS units multiplied by the national per unit amount
of allocation for FY 1996 modernization multiplied by an adjustment factor for inflation.

Sec. 1000.317  Who is the recipient for funds for current assisted
stock which is owned by state-created Regional Native Housing
Authorities in Alaska?

If housing units developed under the 1937 Act are owned by a state-created Regional
Native Housing Authority in Alaska, and are not located on an Indian reservation, then the
recipient for funds allocated for the current assisted stock portion of NAHASDA funds for
the units is the regional Indian tribe.



Sec. 1000.318  When do units under Formula Current Assisted Stock cease
to be counted or expire from the inventory used for the formula?

    (a) Mutual Help and Turnkey III units shall no longer be considered Formula Current
Assisted Stock when the Indian tribe, TDHE, or IHA no longer has the legal right to own,
operate, or maintain the unit, whether such right is lost by conveyance, demolition, or
otherwise, provided that:

(1)  Conveyance of each Mutual Help or Turnkey III unit occurs as soon as practicable
after a unit becomes eligible for conveyance by the terms of the MHOA; and

(2)  The Indian tribe, TDHE, or IHA actively enforce strict compliance by the
homebuyer with the terms and conditions of the MHOA, including the requirements for
full and timely payment.

(b)  Rental units shall continue to be included for formula purposes as long as they
continue to be operated as low income rental units by the Indian tribe, TDHE, or IHA.

    (c) Expired contract Section 8 units shall continue as rental units and be included in the
formula as long as they are operated as low income rental units as included in the Indian
tribe's or TDHE's Formula Response Form.

Sec. 1000.320  How is Formula Current Assisted Stock adjusted for local
area costs?

There are two adjustment factors that are used to adjust the allocation of funds for the
Current Assisted Stock portion of the formula. They are:

(a)  Operating Subsidy as adjusted by the greater of the AEL factor or FMR factor
(AELFMR); and

   (b)  Modernization as adjusted by TDC.

Sec. 1000.322  Are IHA financed units included in the determination of
Formula Current Assisted Stock?

No. If these units are not owned or operated at the time (September 30, 1997) pursuant to
an ACC then they are not included in the determination of Formula Current Assisted
Stock.



Sec. 1000.324  How is the need component developed?

After determining the FCAS allocation, remaining funds are allocated by need component.
The need component consists of seven criteria. They are:

(a)  American Indian and Alaskan Native (AIAN) Households with housing cost burden
greater than 50 percent of formula annual income weighted at 22 percent;

(b)  AIAN Households which are overcrowded or without kitchen or plumbing
weighted at 25 percent;

(c)  Housing Shortage which is the number of AIAN households with an annual income
less than or equal to 80 percent of formula median income reduced by the combination
of current assisted stock and units developed under NAHASDA weighted at 15 percent;

(d)  AIAN households with annual income less than or equal to 30 percent of formula
median income weighted at 13 percent;

(e)  AIAN households with annual income between 30 percent and 50 percent of
formula median income weighted at 7 percent;

(f)  AIAN households with annual income between 50 percent and 80 percent of
formula median income weighted at 7 percent;

    (g) AIAN persons weighted at 11 percent.

Sec. 1000.325  How is the need component adjusted for local area costs?

   The need component is adjusted by the TDC.

Sec. 1000.326  What if a formula area is served by more than one Indian
tribe?

(a)  If an Indian tribe's formula area overlaps with the formula area of one or more other
Indian tribes, the funds allocated to that Indian tribe for the geographic area in which the
formula areas overlap will be divided based on:

(1)  The Indian tribe's proportional share of the population in the overlapping
geographic area; and



(2)  The Indian tribe's commitment to serve that proportional share of the population in
such geographic area.

(3)  In cases where a State recognized Indian tribe's formula area overlaps with a
Federally recognized Indian tribe, the Federally recognized Indian tribe receives the
allocation for the overlapping area.

(b)  Tribal membership in the geographic area (not to include dually enrolled tribal
members) will be based on data that all Indian tribes involved agree to use. Suggested
data sources include tribal enrollment lists, Indian Health Service User Data, and
Bureau of Indian Affairs data.

(c)  If the Indian tribes involved cannot agree on what data source to use, HUD will
make the decision on what data will be used to divide the funds between the Indian
tribes by August 1.

Sec. 1000.327  What is the order of preference for allocating the IHBG
formula needs data for Indian tribes in Alaska not located on
reservations due to the unique circumstances in Alaska?

    (a) Data in areas without reservations. The data on population and housing within an
Alaska Native Village is credited to the Alaska Native Village. Accordingly, the village
corporation for the Alaska Native Village has no needs data and no formula allocation.
The data on population and housing outside the Alaska Native Village is credited to the
regional Indian tribe, and if there is no regional Indian tribe, the data will be credited to the
regional corporation.

    (b) Deadline for notification on whether an IHP will be submitted.   By September 15 of
each year, each Indian tribe in Alaska not located on a reservation, including each Alaska
Native village, regional Indian tribe, and regional corporation, or its TDHE must notify
HUD in writing whether it or its TDHE intends to submit an IHP. If an Alaska Native
village notifies HUD that it does not intend either to submit an IHP or to designate a
TDHE to do so, or if HUD receives no response from the Alaska Native village or its
TDHE, the formula data which would have been credited to the Alaska Native village will
be credited to the regional Indian tribe, or if there is no regional Indian tribe, to the
regional corporation.



Sec. 1000.328  What is the minimum amount an Indian tribe can receive
under the need component of the formula?

In the first year of NAHASDA participation, an Indian tribe whose allocation is less than
$50,000 under the need component of the formula shall have its need component of the
grant adjusted to $50,000. An Indian tribe's IHP shall contain a certification of the need
for the $50,000 funding. In subsequent years, but not to extend beyond Federal Fiscal
Year 2002, an Indian tribe whose allocation is less than $25,000 under the need
component of the formula shall have its need component of the grant adjusted to $25,000.
The need for Sec. 1000.328 will be reviewed in accordance with Sec. 1000.306.

Sec. 1000.330  What are data sources for the need variables?

The sources of data for the need variables shall be data available that is collected in a
uniform manner that can be confirmed and verified for all AIAN households and persons
living in an identified area. Initially, the data used are U.S. Decennial Census data.

Sec. 1000.332  Will data used by HUD to determine an Indian tribe's or
TDHE's formula allocation be provided to the Indian tribe or TDHE
before the allocation?

Yes. HUD shall provide notice to the Indian tribe or TDHE of the data to be used for the
formula and projected allocation amount by August 1.

Sec. 1000.334  May Indian tribes, TDHEs, or HUD challenge the data from
the U.S. Decennial Census or provide an alternative source of data?

Yes. Provided that the data are gathered, evaluated, and presented in a manner acceptable
to HUD and that the standards for acceptability are consistently applied throughout the
Country.

Sec. 1000.336  How may an Indian tribe, TDHE, or HUD challenge data?

(a)  An Indian tribe, TDHE, or HUD may challenge data used in the IHBG formula. The
challenge and collection of data for this purpose is an allowable cost for IHBG funds.

(b)  An Indian tribe or TDHE that has data in its possession that it contends are more
accurate than data contained in the U.S. Decennial Census, and the data were collected
in a manner acceptable to HUD, may submit the data and proper documentation to
HUD. Beginning with the Fiscal Year 1999 allocation, in order for the challenge to be



considered for the upcoming Fiscal Year allocation, documentation must be submitted
by June 15. HUD shall respond to such data submittal not later than 45 days after receipt
of the data and either approve or challenge the validity of such data. Pursuant to HUD's
action, the following shall apply:

(1)  In the event HUD challenges the validity of the submitted data, the Indian tribe or
TDHE and HUD shall attempt in good faith to resolve any discrepancies so that such
data may be included in formula allocation. Should the Indian tribe or TDHE and HUD
be unable to resolve any discrepancy by the date of formula allocation, the dispute shall
be carried forward to the next funding year and resolved in accordance with the dispute
resolution procedures set forth in this part for model housing activities (Sec. 1000.118).

(2)  Pursuant to resolution of the dispute:

(i)  If the Indian tribe or TDHE prevails, an adjustment to the Indian tribe's or TDHE's
subsequent allocation for the subsequent year shall be made retroactive to include only
the disputed Fiscal Year(s); or

(ii)  If HUD prevails, no further action shall be required.

(c) In the event HUD questions that the data contained in the formula does not accurately
represent the Indian tribe's need, HUD shall request the Indian tribe to submit supporting
documentation to justify the data and provide a commitment to serve the population
indicated in the geographic area.

Sec. 1000.340  What if an Indian tribe is allocated less funding under
the block grant formula than it received in Fiscal Year 1996 for
operating subsidy and modernization?

If an Indian tribe is allocated less funding under the formula than an IHA received on its
behalf in Fiscal Year 1996 for operating subsidy and modernization, its grant is increased
to the amount received in Fiscal Year 1996 for operating subsidy and modernization. The
remaining grants are adjusted to keep the allocation within available appropriations.



HUD MONITORING AND OVERSIGHT

ACTIONS TO ADDRESS PERFORMANCE PROBLEMS
WHICH DO NOT A HEARING BEFORE THE ACTION ARE TAKEN

Authority: Title IV of NAHASDA & 24 CRF Part 1000, Subpart F

HUD reviews the IHBG recipient’s performance.

HUD must send a draft report to the recipient and the Indian tribe within 30 days
of the completion of HUD’s review on the results of the review.

The recipient has at least 30 days to review and comment and to provide
additional information.

HUD must consider the comments and any additional information.

If after consideration of the comments and any additional information, HUD
concludes that there is a performance problems, HUD may seek corrective and
remedial actions:

HUD may issue a letter of warning, describing the corrective actions that
HUD believes should be taken, establishing a completion date for
corrective actions, and notifying the recipient that more serious actions
may be taken if the performance problem is not corrected or is repeated.

HUD may request the recipient to submit progress schedules for
completing activities or complying with the regulations.

HUD may recommend that the recipient suspend, discontinue, or not incur
costs for the affected activity.

HUD may recommend that the recipient redirect funds from affected
activities to other eligible activities.

HUD may recommend that the recipient reimburse the recipient’s program
account in the amount improperly expended.

HUD may recommend that the recipient obtain technical assistance using
grant funds or other available money to overcome the performance
problem.

If the recipient doesn’t address the performance problems, HUD may take other
action.



HUD may also take actions under 24 CFR §85.12 to designate the recipient as
“high risk” and may impose special conditions or restrictions on the grant.

HUD may make adjustments in the amount of the recipient’s future year’s IHBG
grant.  HUD may adjust, reduce, or withdraw the grant, or take other action as
appropriate in accordance with HUD reviews and audits; however, HUD cannot
make adjustments based on IHBG funds already spent on affordable housing
activities.

Before taking this action, HUD must notify the recipient in writing of the
action and provide the recipient with an opportunity for informal meeting
to resolve the problem.  If the problem is not resolved, HUD may go
ahead and take the action.

Within the 30 days of notice of the action, the recipient may request a
hearing before an administrative law judge.

The money that was taken from the grant will not be reallocated by HUD
until 15 days after the hearing and HUD has made a final decision.

When a recipient is not complying significantly with a major activity of its Indian
Housing Plan (for reasons other than circumstances beyond the recipient’s
control), HUD must adjust, reduce, or withdraw the recipient’s future year’s grant.



Due Process Requirements Under NAHASDA Regulations:

Lessons Learned from Kansas City *

by Matthew S. Jaffe**

The Native American Housing Assistance and Self-Determination Act of
1996 (NAHASDA), 25 U.S.C. § 4101 et seq., represents a fundamental shift in the
Federal government's thinking about how housing needs are to be addressed in
Indian country.  For the first time, Congress has placed responsibility in the
hands of the Indian tribes themselves to design, administer and monitor housing
programs for the benefit of their members.  Separated from urban housing laws,
and the regulations which implement those laws, NAHASDA is designed to
foster new and creative thinking by tribes as to how best to address the housing
needs of primarily low-income Indian families.

Congress mandated that the regulations to implement NAHASDA be
drafted with tribal representatives at the table under the procedures of the
Negotiated Rulemaking Act, in recognition of the government-to-government
relationship that exists between the United States and the Indian nations.  Under
NAHASDA's final regulations, a three-tiered system of monitoring, oversight
and accountability was established whereby the Tribally Designated Housing
Entity (TDHE), where utilized, the Indian tribe for whose benefit the program is
operated and HUD all shoulder responsibility for the program's success or
shortcomings.  The intent of this monitoring system is to better ensure that
performance problems are identified early and corrected quickly by the
recipients, so that enforcement actions by HUD are not required or, if warranted,
are minimized.  All three entities share the common goal of ensuring that the
NAHASDA grant is put to good and lawful use and that eligible Indian families
receive the benefit of a tribally-driven Indian housing program.

One issue of considerable importance to the tribes participating in the
rulemaking was the regulatory requirements for procedural due process that
would apply when a dispute arose between HUD and a tribe or a tribe's TDHE
regarding the administration of the housing program.

                    
*   This article is scheduled for publication in the National Indian Justice Center's Indian Housing
Law Quarterly, Vol. 2, Issue 3, 1999, due out in spring 1999.

** Matt Jaffe is a partner in the Washington, D.C. law firm of Hobbs, Straus, Dean & Walker,
LLP, a national law firm specializing in the practice of American Indian law.  Mr. Jaffe assisted
the NAHASDA Negotiated Rulemaking Committee on behalf of a number of tribal clients.
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This article focuses on the regulatory requirements under NAHASDA for
procedural due process for tribes and TDHEs operating housing programs,
especially where HUD makes an adjustment to a recipient's future year's grant
pursuant to section 405(c) of NAHASDA.  The final regulations were guided, in
part, by a 1988 decision of the United States Court of Appeals for the District of
Columbia Circuit, City of Kansas City, Missouri v. HUD, 861 F.2d 739 (D.C. Cir.
1988) ("Kansas City"), which interpreted provisions of the Housing and
Community Development Act of 1974 ("CDBG Act"), 42 U.S.C. § 5301 et seq.,
which are similar to enforcement provisions in NAHASDA.

Final regulations which implement NAHASDA were published by HUD
in the Federal Register on March 12, 1998.1  The regulations are divided into six
subparts (A through F).  Subpart F ("Recipient Monitoring, Oversight and
Accountability") implements Title IV of NAHASDA,2  the enforcement title of
that Act which contains provisions that afford HUD various remedial actions
which it can take against a tribe or TDHE when such entities act contrary to
NAHASDA, the regulations, the Indian Housing Plan (IHP), or other applicable
laws.

Two statutory provisions, section 401 and section 405 of NAHASDA,3
authorize the Secretary to take remedial measures against a tribe or TDHE, and
therefore trigger due process considerations.  Both NAHASDA provisions allow
the Secretary to make adjustments to a tribe's or TDHE's grant funding to rectify
program deficiencies.  Section 401 addresses past noncompliance by the tribe or
TDHE that does not affect current or future performance.  Section 405 primarily
addresses current or future performance.4  But there are other important
differences between the two provisions, including the requirements for
procedural due process.  Section 401(a) of NAHASDA provides that:

                    
1   Until printed in Title 24, Code of Federal Regulations Part 1000, the regulations can be found
at 63 Fed. Reg. 12324-12374 (Mar. 12, 1998) as well as on the Internet at "http://www-
DOMINO.HUD.
GOV/IHP/REFERENC.nsf/FEDREGsort?openview".

2   25 U.S.C. §§ 4161 - 4167 (1998).

3   25 U.S.C. §§ 4161, 4165.

4   The legislative history to NAHASDA is quite scant.  There are no committee reports
accompanying the legislation, only floor statements by the bill's sponsors.  As a result, courts
will primarily be guided by the plain words of NAHASDA and its regulations.  But to the extent
that similar provisions are found in other statutes, such as the CDBG Act, court decisions
interpreting that Act's provisions may offer some guidance as to how courts will interpret
provisions in NAHASDA.
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" ... [I]f the Secretary finds after reasonable notice and opportunity for
hearing that a recipient of assistance under this chapter has failed to
comply substantially with any provision of this chapter, the Secretary
shall-

(1) terminate payments under this chapter to the recipient;
(2) reduce payments under this chapter to the recipient by

an amount equal to the amount of such payments that were not
expended in accordance with this chapter;

(3) limit the availability of payments under this chapter to
programs, projects, or activities not affected by such failure to
comply; or

(4) in the case of noncompliance described in section 4162(b)
of this title, provide a replacement tribally designated housing
entity for the recipient, under section 4162 of this title.

"If the Secretary takes an action under paragraph (1), (2), or (3), the
Secretary shall continue such action until the Secretary determines
that the failure to comply has ceased."

25 U.S.C. § 4161(a), emphasis added.5  Section 401(a) expressly provides for
notice and a hearing.  The substantial noncompliance, however, must be in the
past.  Section 401(a) of NAHASDA uses the phrase "has failed to comply
substantially."  This conclusion is also based on court decisions, like the Kansas
City case, discussed below, which interpreted similar statutory language found
in the CDBG Act.  The formal hearing requirement imposed by section 401(a) of
NAHASDA is mandatory and the Secretary cannot take any of the remedial
measures available to HUD under Section 401(a) unless the Secretary concludes,
after the required hearing, that the tribe or TDHE has failed to comply
substantially with the Act.6

Another enforcement option available to the Secretary is found in Section
405 of NAHASDA.  Section 405 of NAHASDA differs from Section 401 in that it
focuses on current or future conduct affecting the grant.  Section 405(a) of

                    
5  In lieu of, or in addition to these actions, the Secretary may also refer the matter to the
Attorney General who may chose to bring a civil action.  See 25 U.S.C. § 4161(c).

6  Regulations which implement section 401 of NAHASDA are found at 24 CFR §§ 1000.534-
1000.540 (63 Fed. Reg. 12371 (1998)).  24 CFR § 1000.534 defines the term "substantial
noncompliance", the key finding which the agency must make before taking remedial action.  24
CFR § 1000.536 clarifies what happens to NAHASDA funds recovered from a tribe or TDHE.  24
CFR § 1000.538 repeats the statute's remedial measures that are available to HUD when a tribe
or TDHE fails to comply and 24 CFR § 1000.540 identifies the applicable hearing procedures.
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NAHASDA requires the Secretary, at least annually, to perform a review and
audit to determine whether: 1) the tribe or TDHE has carried out eligible
activities in a timely manner and in accordance with the requirements and
primary objectives of the Act, and has a continuing capacity to carry out the
program's activities; 2) the tribe or TDHE has complied with its Indian Housing
Plan (IHP); and 3) performance reports required by section 404 of NAHASDA
are accurate.7

Section 405(c) of NAHASDA, like section 401(a), provides the Secretary
with a number of remedial measures to impose on a tribe or TDHE.  These
remedial measures, however, are based not on findings resulting from a formal
hearing, but instead are based on findings by the Secretary following review and
audit.  The statute provides that:

"The Secretary may make appropriate adjustments in the amount
of the annual grants under this chapter in accordance with the
findings of the Secretary pursuant to reviews and audits under this
section.  The Secretary may adjust, reduce or withdraw grant
amounts, or take other action as appropriate in accordance with the
reviews and audits of the Secretary under this section, except that
grant amounts already expended on affordable housing activities
may not be recaptured or deducted from future assistance
provided on behalf of an Indian tribe."8

Both sections 401 and 405 of NAHASDA permit the Secretary to alter the
amount of the grant to a tribe or TDHE in some manner (whether it be to
"terminate," "reduce," or "limit" under section 401(a) or "adjust," "reduce," or
"withdraw" under section 405(c)).  Section 405(c), however, does not mandate
that HUD provide a tribe or TDHE with any due process hearing either before or
after HUD takes one of its enumerated actions against the NAHASDA recipient.
That is where the challenge for the NAHASDA Negotiated Rulemaking
Committee lay; to ensure that due process was afforded tribes and TDHEs under
the regulations in cases where HUD chose to make a section 405(c) adjustment to
a NAHASDA recipient's grant.  The tribal position was motivated, in part, by the
Kansas City decision.

Kansas City, Missouri was an entitlement city under the CDBG Act and a
recipient of Community Development Block Grant ("CDBG") funds.  Under the
CDBG Act, HUD awards CDBG funds to eligible recipients.  In 1986, a dispute

                    
7  25 U.S.C. § 4165(a).

8  25 U.S.C. § 4165(c).
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arose between HUD and Kansas City over the city's use of the CDBG award.9
Kansas City's on-going activities were not at issue.  In December, 1986, Kansas
City filed suit seeking declaratory and injunctive relief to require HUD to
provide the City with its full 1987 CDBG award prior to the start of the City's
fiscal year on March 1, 1987, and to require HUD to give the City the notice and
hearing required by the CDBG Act before taking any remedial action.  HUD
took remedial action against Kansas City and conditioned some $3.7 million of
the City's $6.5 million FY 1987 CDBG grant, requiring the City to repay $500,000
for "improper assessments" and withheld $3.2 million until the City took certain
actions.10  HUD did this without affording Kansas City any hearing.

Like NAHASDA, the CDBG Act contains two agency monitoring
provisions.  The first provision, which section 401 of NAHASDA may well have
been patterned after, requires HUD to provide "reasonable notice and
opportunity for hearing" when the Secretary finds the grantee has failed to
comply substantially with the CDBG Act.  See section 111 of the CDBG Act, 42
U.S.C. § 5311(a).  The second provision, similar to section 405(c) of NAHASDA,
allows the Secretary to make "appropriate adjustments" to a grant without any
statutory requirement for procedural due process.  See section 104(e) of the
CDBG Act, as amended, 42 U.S.C. § 5304(e).11

HUD asserted that its conduct, in conditioning Kansas City's CDBG
award, was carried out under section 104(d), which required no hearing, and not
section 111 of the CDBG Act where a hearing was required.  The United States
District Court for the District of Columbia found in favor of the city, and HUD
appealed.12  The United States Court of Appeals for the District of Columbia
Circuit upheld the lower court's decision in favor of Kansas City.  As phrased by
the Court of Appeals:

                    
9  In 1975, Kansas City used the CDBG funds to establish a fund to improve its streets, gutters
and sidewalks.  It assessed property owners and placed the proceeds into the fund for
additional improvements.  HUD subsequently prohibited such assessments by regulations.
Following an audit, HUD found that Kansas City had continued making assessments after the
prohibition became effective.  A second dispute involved a question of program income, but
Kansas City complied with HUD's request, under protest, and received from HUD the withheld
funds.  City of Kansas City, Mo. v. HUD, 669 F.Supp. 525, 526, fn. 2 (1987).

10  Kansas City, Mo., 861 F.2d at 741.

11  Pub.L. 100-242, § 509(a)(1), 101 Stat. 1927 (1988), redesignated former subsection 104(d) of the
CDBG Act as subsection 104(e).

12  Kansas City, Mo., 861 F.2d at 741-742.
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"The narrow question before this court is whether HUD must
provide notice and an opportunity for a hearing when it proposes
to condition, reduce or terminate an entitlement city's annual
CDBG grant because of alleged past noncompliance that does not affect
current or future performance."

Kansas City, Mo., 861 F.2d at 742, emphasis added.

The Court of Appeals found that the sanction sought by HUD -- namely,
to reduce Kansas City's grant by the same amount that HUD alleged the City
had spent contrary to the CDBG Act or applicable regulations -- was a section
111 sanction where "reasonable notice and opportunity for hearing" is required.
The Court concluded that "a recipient like Kansas City is entitled to a formal
opportunity to contest the Secretary's allegations before being subject to
sanctions."  Id. at 742.

Significant, however, was the Court of Appeals rejection of HUD's
argument that no due process was owed Kansas City because the Department
had a "choice" of whether to proceed under section 111 (requiring notice and a
hearing to the grantee) or section 104 of the CDBG Act (which allowed the
Secretary to make "appropriate adjustments" without following the formal notice
and hearing requirements).13 This allowed HUD, in the words of the district
court, the "unilateral ability to reach a Section 111 result through Section 104,"
where no hearing was required. 14

As concerns the interpretation of section 104 of the CDBG Act, the Court
of Appeals in Kansas City stated:

"Nothing in section 104(d) suggests that it covers sanctions sought
for past substantial noncompliance ... . The Secretary has not
charged that the City's current use of CDBG funds is improper, but
rather seeks to impose sanctions to remedy the City's alleged past
noncompliance.  Section 104(d) is therefore inapplicable, and the
Secretary may not avoid the procedural requirements of section 111
by invoking the adjustment authority of section 104(d)."

Id. at 743, emphasis added; see also City of Houston, Tex. v. HUD, 24 F.3d 1421
(D.C.Cir. 1994)(citing Kansas City, Mo.).

                    
13  Id. at 743.

14  Kansas City, Mo., 669 F.Supp. at 528.
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In holding that HUD was required to provide notice and a hearing to
Kansas City before taking the remedial action it selected, the Court also noted
the importance of giving effect to the intent of Congress:

"'[I]n most cases, Congress has been silent on the question of a
grantee's procedural rights when an agency decides to terminate
some or all of its federal grant.' [Citation omitted.]  When, as in this
case, Congress has not been silent, a court has a special obligation
to ensure that the agency does not 'end-run the clear procedural
protections which Congress provided.'" [Citations omitted.]

Kansas City, Mo., 861 F.2d at 745.

The same possibility for an agency "end-run" was present in developing
regulations to implement NAHASDA, where one enforcement provision of
NAHASDA, section 401(a), mandates procedural protections and another
provision, section 405(c), does not.  The challenge faced by the NAHASDA
Negotiated Rulemaking Committee was twofold: first, to learn from the lessons
of the Kansas City decision to develop regulations that would better ensure that
HUD utilizes the appropriate enforcement provision when taking remedial
action against a NAHASDA recipient; and second, to provide, by regulations,
procedural due process protections in a section 405(c) action by HUD, where the
statute provided none.  That challenge was met.  The Kansas City decision did
not hold that HUD is mandated to provide notice and hearing when it takes
remedial action against a recipient under section 104(d) of the CDBG Act.  The
case holding is limited to the procedural due process which HUD must provide
a CDBG recipient in situations involving substantial noncompliance of a past
nature.  The NAHASDA Negotiated Rulemaking Committee, however, removed
any ambiguity that may have existed under NAHASDA as to whether a
recipient would receive procedural due process when HUD took remedial action
under section 405(c) of NAHASDA (NAHASDA's counterpart to section 104(d)
of the CDBG Act).   The final regulations afford a recipient with written notice of
the section 405(c) actions HUD intends to take, an opportunity for an informal
meeting prior to HUD taking the sanction and an opportunity for a formal
hearing following HUD's imposition of the section 405(c) sanction.

The Committee included a number of regulatory provisions in the final
NAHASDA regulations which should guide HUD in choosing the correct
enforcement provision when a tribe or TDHE may not be using its NAHASDA
funds consistent with the Act or applicable regulations.  Three are worth noting -
- 24 CFR § 1000.532, § 1000.534 and § 1000. 540.
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Section 1000.534 ("What constitutes substantial noncompliance") defines
the term "substantial noncompliance," the key finding which the Secretary must
make after notice and a hearing and before taking remedial action under section
401(a).15

Defining the term "substantial noncompliance" in the NAHASDA
regulations serves two purposes.  First, both HUD and tribes are on notice as to
what that term means in the context of section 401(a) of NAHASDA.  Second, by
knowing what "substantial noncompliance" is, it also sheds light on what it is
not.  If the noncompliance is not substantial, HUD cannot bring a section 401(a)
action. Depending on the nature of the noncompliance, however, it may be
appropriate for HUD to bring an action against a tribe or TDHE under section
405(c) of NAHASDA (i.e., when the allegedly improper conduct is ongoing or
affects future performance).  A key goal for many tribal representatives to the
rulemaking committee was to ensure that HUD officials provide a uniform
interpretation of this statutory phrase.

The second NAHASDA regulation provision worth noting is 24
CFR § 1000.532 ("What are the adjustments HUD makes to a recipient's future
year's grant amount under section 405 of NAHASDA?"), which requires HUD to
provide a recipient with procedural due process rights both before and after
HUD takes remedial action under section 405.  Section 1000.532(b) requires
HUD, before imposing a section 405 sanction, to provide written notice to a
recipient of the actions it intends to take and provide the recipient an
opportunity for an informal meeting.  Only in the event the deficiency is not
resolved may HUD then take the remedial action under section 405.  Following
the action by HUD, section 1000.532(b) allows a recipient an opportunity, within
30 days of the notice of the action, to request a hearing in accordance with
section 1000.540 (the hearing procedures in 24 CFR Part 26) to challenge HUD's

                    
15  24 CFR § 1000.534 provides that the determination by HUD of whether a tribe or TDHE has
failed to comply substantially with the Act is a two-step process.  First, there must be a
noncompliance.  Second, it must be substantial.  The regulation defines noncompliance as
substantial if:

  "(a) The noncompliance has a material effect on the recipient meeting its major goals
and objectives as described in its Indian Housing Plan;
    (b) The noncompliance represents a material pattern or practice of activities
constituting willful noncompliance with a particular provision of NAHASDA or the
regulations, even if a single instance of noncompliance would not be substantial;
    (c) The noncompliance involves the obligation or expenditure of a material amount of
the NAHASDA funds budgeted by the recipient for a material activity; or
    (d) The noncompliance places the housing program at substantial risk of fraud, waste
or abuse."
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decision to "adjust," "reduce," or "withdraw" a tribe's or TDHE's future year's
grant.16

Based on the Court of Appeal's interpretation of the similar provisions of
the CDBG Act in Kansas City, it appears that a court will be guided, in
determining whether HUD should be operating under section 401(a) or 405(c) of
NAHASDA, by whether the noncompliance by a tribe or TDHE is of a past
nature that does not affect current or future performance (suggesting section
401(a) remedies) and whether the noncompliance is substantial or not. 17

This is not to suggest that all insubstantial noncompliance by a tribe or
TDHE must fall under section 405(c) of NAHASDA because it does not meet the
requirement of section 401(a) of NAHASDA of being "substantial".  Even the
Court of Appeals, in the Kansas City decision, deferred on that question in the
context of the CDBG Act's similar provisions.18

                    
16  The sanctions contained in section 405(c) are prospective in nature.  There are a number of
regulatory provisions which emphasize that HUD's enforcement actions under section 405(c) of
NAHASDA are to the tribe's or TDHE's "future grant funds," "future year's grant," or
"subsequent year grant."  See, e.g.,  24 CFR § 1000.530(b), § 1000.532 (heading) and § 1000.532(c).

17  As to its interpretation of section 104 of the CDBG Act, the Court of Appeals in Kansas City
noted:

"Section 111 on its face covers only acts of substantial noncompliance whereas
section 104(d) appears to reach only current or future performance," id. at 743,
fn. 5, and

"Both the language and the context of section 104(d) suggest that the review and
adjustment authority under this provision is designed to ensure that current
grants will be spent in compliance with the Act.  As the House Report
accompanying the CDBG Act explained, 'the post-audit and review
requirements ... will serve as the basic assurance that block grant funds are being
used properly to achieve the bill's objectives.'" Citation omitted.

Id. at 743, fn. 6, emphasis in the original.

18  The Court simply noted:

"We do not address the question whether the Secretary may use the adjustment
authority of section 104(d) [of the CDBG Act] to remedy past insubstantial
noncompliance with the Act. ... [S]ection 104(d) appears to reach only current or
future performance.  We leave to another day the question of how the Secretary
may respond to an act of truly insubstantial past noncompliance."

Id. at 743, fn. 5.
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The last NAHASDA regulation to note is 24 CFR § 1000.540 ("What
hearing procedures will be used under NAHASDA?").  This regulation applies
to HUD actions contemplated under section 401(a) relating to substantial
noncompliance as well as to the post-reduction hearing procedures relating to
HUD action under section 405(c).  The reference in the NAHASDA regulation to
24 CFR Part 26 contains general regulations governing the powers and duties of
an Administrative Law Judge (ALJ) and the rights of the parties to the
proceeding (conduct discovery, present evidence, cross-examine witnesses, etc.);
prehearing procedures such as those concerning discovery and subpoenas; and
hearing regulations on such topics as the timing of the hearing, witnesses,
evidence, the record, issuance of an initial decision, and judicial review. 19

It is hoped that NAHASDA's regulations which address the enforcement
actions HUD may take against tribes and TDHEs and the procedural due
process rights afforded tribes and TDHEs when confronted by HUD sanctions
provide better guidance to HUD when enforcing NAHASDA than was the case
under the CDBG Act prior to Kansas City.  There is an inherent tension between
section 401(a) and 405(c) of NAHASDA.  Whether the NAHASDA regulations
successfully implement the lessons of Kansas City remain to be seen.  For the
immediate future, it will be up to HUD and the tribes and TDHEs which operate
housing programs to map out the parameters.  Of course, the courts will have
the final word.

                    
19  Although the NAHASDA regulations do not specify that the hearing procedures of 24 CFR
Part 26, Subpart B ("Hearings Pursuant to the Administrative Procedure Act")  apply, rather
than those of 24 CFR Part 26, Subpart A ("Hearings Before Hearing Officers"), the language of
NAHASDA appears to support the conclusion that the hearing procedures relating to the
Administrative Procedure Act, 24 CFR Part 26, Subpart B, are the appropriate regulations to
govern a NAHASDA-related hearing.
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