
W
ith its roots in the Community Reinvestment 
Act, it is not surprising that one of the pri-
mary goals of the Community Development 
Department is to improve access to credit in 

underserved areas. And nowhere is this work more evident 
than in the Department’s efforts to expand mortgage lend-
ing on tribal reservations. Over the past 10 years, the Depart-
ment has emerged as a leader in working with lenders and 
tribes to overcome credit barriers in Native Communities. 
Craig Nolte, the Department’s regional manager for Alaska, 
Hawaii, Idaho, Oregon and Washington, has been leading 
this initiative and meeting with tribal officials located in the 
remote corners of our District in order to help tribal mem-
bers obtain homeownership.

Remoteness is just one of the barriers to lending on res-
ervations. The high rates of poverty and lack of economic 
development in many Native Communities certainly affect 
the ability of tribal members to become homeowners. But as 
the CDFI Fund’s Native American Lending Study document-
ed, the sovereign status of Indian Tribes adds on additional 
constraints that are unique to lending on reservations. First, 
lenders are often hesitant to lend on tribal lands because they 
are not subject to state and federal laws. As a result, lenders 
seeking to act on their leasehold collateral must work with 
the tribal judiciaries for the administration of foreclosure, 
eviction, and priority of lien procedures.1 Second, the trust 
status of many tribal lands further complicates the home-
buying process. Land held in trust cannot be sold or encum-
bered by a lien unless first approved by the Bureau of Indian 
Affairs (BIA). In addition, fractionated land—a circumstance 
in which a given parcel of land is owned by multiple people 
due to the system by which land is passed intergeneration-
ally—in some tribal areas requires that the multiple owners 
must all agree on its use before the land can be leased, sold, 
or developed. As a result of these barriers, Native Americans 
have the lowest effective home ownership rate of any racial 
group.2

One of the key aspects of the Department’s efforts has 
been to promote initiatives that are designed to address 
these unique barriers. Craig has been working with tribes to 
improve their legal codes so that lenders feel confident that 
they have a clear legal recourse for the loans that they make. 
In addition, Craig held a series of workshops to raise aware-
ness of the Department of Housing and Urban Develop-
ment’s (HUD) Section 184 Indian Home Loan Guarantee 
Program, which reduces the credit and collateral risk associ-
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ated with lending on trust land. The Section 184 mortgage 
product provides lenders with a 100 percent guarantee for 
approved loans to Native Americans—in the event of non-
payment on the loan, the mortgage holder can request that 
HUD pay the full amount of the mortgage note.3 HUD 
then works with the tribal council to transfer the leasehold 
mortgage to another tribal member or to the tribal housing 
authority or other governing body. 

Despite the presence of the Section 184 program, lending 
in Native Communities has remained well below national 
averages. In addition, a recent study conducted by research-
ers at the San Francisco Fed found that although the Sec-
tion 184 program improved the approval rate for mortgages 
on tribal reservations, the program alone wasn’t enough to 
overcome other barriers. Key among these barriers is the in-
stitutional complexity associated with the mortgage approv-
al process on Indian lands. “After listening carefully to tribal 
members and lenders during our initial meetings, it became 
clear how incredibly complicated the process for obtaining 
a mortgage really is. Very few people were aware of all the 
steps and procedures,” Craig explains. “In addition, the lack 
of communication between the various groups involved in 
mortgage approval, from the borrower to the lender to the 
tribal council and BIA, has been adding to the difficulties of 
obtaining a mortgage on tribal land.”

With an eye toward developing a solution to these prob-
lems, Craig launched a system-wide effort in partnership 
with HUD, USDA Rural Development, and the Bureau of 
Indian Affairs, and Stewart Title Guaranty Company to hold 
a series of workshops: Streamlining the Mortgage Approval 
Process in Indian Country. In total, 15 workshops were held 
across the country, bringing together a wide range of stake-
holders: tribal officials, lenders, nonprofit organizations, title 

“After listening carefully to tribal 
members and lenders during our initial 
meetings, it became clear how incredibly 
complicated the process for obtaining a 
mortgage really is. Very few people were 
aware of all the steps and procedures.”
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companies, and government officials. (See Figure 1) The 
purpose of each workshop was to have a frank discussion 
about the long and frequently confusing mortgage process 
tribal members must endure and to identify both short-
term and long-term strategies for improving the process.

While the issues raised in the workshops varied some-
what by region, a few common concerns emerged. In partic-
ular, participants expressed the need to improve BIA com-
munications, both internally and externally, and to move 
towards standardized documentation and processes among 
the BIA field offices. Perhaps the biggest concern raised was 
that it takes too long to receive Title Status Report (TSR) 
certification. Given its responsibility to manage trust land, 
the BIA must verify the parcel’s legal status before granting 
the rights for a leasehold mortgage. Often, it can take sever-
al months to a year to obtain a TSR. Because mortgage ap-
plications are only good for 30 days, a delayed TSR means 
that a new application must be completed, and changes in 
interest rates or other mortgage and real estate market fluc-
tuations can disadvantage the potential homebuyer. 

Tribes can also do more to streamline the mortgage 
approval process. Tribes often have their own compli-
ance requirements and processes, and do not always com-
municate those efficiently to tribal members wanting to 
become homeowners. Many tribes lack a “homeownership 
coordinator”—a person who could help borrowers navigate 
the process—and there is a continued need for additional 
homeownership counseling, financial education, and asset 
building opportunities to help tribal members get ready  
to become homeowners. Tribal members are expected to 
plot their own course through the very complex home 
buying process, from seeking land and acquiring a lease to 

15 workshops were held across the 
country, bringing together a wide range 
of stakeholders: tribal officials, lenders, 
nonprofit organizations, title companies, 
and government officials.

Figure 1.  Streamlining the Mortgage Approval Process in Indian Country: Workshops Nationwide  

completion of the mortgage. Other challenges discussed in-
cluded the difficulty of appraising the value of land on reser-
vations, the lack of lenders interested in offering the Section 
184 product, and the lack of public infrastructure such as 
electricity and water.

Craig notes that the value of the workshops was that all 
the stakeholders gained a better appreciation of the challeng-
es within each of the organizations. “I think the workshops 
helped people realize that everyone is responsible for con-
tributing to the delays, which made it the group’s responsi-
bility to come up with solutions,” he said. “We shifted the 
conversation away from blame towards constructive ideas.” 
The workshops identified a number of ideas for streamlining 
the mortgage approval process. For tribes, a short-term fix 
might be to provide a checklist of tribal and BIA require-
ments to potential homebuyers, which would help to ensure 
that all the paperwork and processes are followed correctly. 
Regional BIA offices also came up with short-term strategies 
to improve communications with nearby tribes, and acknowl-
edged the need to streamline procedures and policies at the 
national level as well.

Craig and the other regional managers in Community De-
velopment will work with the BIA and the tribes to move for-
ward on these and other recommendations. “We’re not going 
to fix this overnight,” says Craig. “But the workshops were an 
important first step towards developing solutions to the prob-
lem.” Craig is currently looking for individuals to join “Re-
gional Streamlining Teams” that would help implement on 
the solutions discussed during the workshops. These teams are 
being formed across the country to benefit all members, not 
just those located in the 12th District—please contact Craig 
directly if you are interested in joining. 
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1.	 As sovereign governments, tribes have the right to form their own 

government; the power to make and enforce both civil and criminal 
laws; the power to tax; the power to establish membership; the 
right to license, zone and regulate activities; the power to engage in 
commercial activity; and the power to exclude persons (Indian and 
non-Indian) from tribal territories.

2	 See Listoken et.al (2004). The effective homeownership rate is 
calculated to reflect the factors that are usually associated with 
homeownership tenure in the United States: many owned units on 
Reservations are Mutual Help (which is a rent to own program and is 
not market based, and ‘owners’ cannot sell their units).  The effective 
homeownership rate also excludes units that don’t have electricity, 
plumbing or a kitchen.

3. 	 The terms of the mortgage product are also beneficial to borrowers. 
The downpayment requirement is low: 1.25% to 2.25% depending 
on the appraised value of the home.  In addition, borrowers need not 
take out private mortgage insurance (borrowers pay a 1% guarantee 
fee at closing), and need only to demonstrate a 41% debt to gross 
income ratio which can be exceeded with compensating factors. 
Section 184 loans can also be sold to Fannie Mae and Freddie Mac 
in the secondary market.  While initially the program was targeted 
primarily to on-reservation lending, the Section 184 program was 
expanded in 2002 to apply more broadly to all tribal areas.

Endnotes
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