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Homeownership can provide your family with a sense of
pride, stability, privacy, and security for future family

members. Owning your own home means having a place that
is yours and independence from the Tribally Designated
Housing Entity (TDHE) or any other entity through which
you receive or rent housing. You make changes to your
home to suit your taste or need and it can provide a place for
extended family members as well. The home not only serves
as a foundation for your family, but is also the basis of a 
close-nit community.

In addition to the personal benefits, homeownership also
has financial benefits such as stabilizing your housing costs
through a fixed-rate mortgage. In most communities, home
values usually increase over time which may make purchas-
ing a home a wise investment. Homeownership may reduce
your federal income tax that you pay, and possibly provide
you with tax benefits. For example, all of the home loan inter-
est you pay each year can be deducted from your taxable
income. Moreover, as you repay your loan, the equity in your
home grows providing you collateral for additional loans or
further investments such as college tuition or opening a
small business, provided qualification guidelines are met.

Understanding Land Use Rights
Building a new home or purchasing an existing home

requires the availability of land. Land use rights vary from
tribe to tribe. A majority of the land in Native American 
communities is held in trust by the United States government
for the benefit of a particular tribe or individual Native
American. To purchase a home in a Native community, it is
imperative that you become familiar with your tribe's process
for land acquisition and use. Understanding the various
forms of Indian land ownership is important for partici-
pants in all types of mortgage financing programs. The most
common types of land used in the mortgage process are Tribal
Trust, Individual Allotted Trust and Fee Simple.

Tribal Trust Land is owned by the United States in trust
for a tribe, band, community, group, or pueblo of Indians sub-
ject to federal restrictions against alienation or encumbrance.
This means that the United States owns the property and has
set aside tribal trust property for the exclusive use of a tribe.
The Bureau of Indian Affairs (BIA) has a federal trust respon-
sibility to ensure that the land use is for the benefit of the
tribe. Consequently, nearly everything the tribe may want to
do with trust property (sell, lease, mortgage, or develop)
requires federal approval from the BIA.

Individual Allotted Trust Land is land or any interest in
the land held in trust by the United States for the benefit of
individual Indians is referred to as individual allotted trust
land. The allottee or owner of the individual trust may
choose to use the land as collateral for a mortgage and con-
sequently risk permanent loss of the land in the case of
default and subsequent foreclosure. This type of trust land
can only be sold or used as collateral for a loan with the 
consent of the BIA.

Fee Simple Absolute Land has no restrictions on your own-
ership. In other words:

• You can sell, rent, or leave the land to your children. 

• You pay property taxes to the state or county govern-
ment. 

• You do not need a lease to use the land as collateral for 
a mortgage. 

Most non-Indian land is fee simple land. Fee simple land
can be on or off a reservation. The difference between fee
simple land and trust property is that fee simple land can be
bought and sold to any individual without the consent of the
BIA. Financing a home on fee simple property is easiest
because neither BIA approval nor a lease are required for the
loan, but the state or local government may still impose 
property taxes.

Native American Conventional Lending Initiatives

Fannie Mae's Native American Conventional Lending
Initiative (NACLI) supports lending on fee-simple, 
federally restricted trust lands and tribally restricted fee 
simple lands. Eligible borrowers are able to purchase, 
refinance, rehabilitate or construct a home located within
reservation boundaries using private mortgage capital, even
on Indian lands, by acting as a secondary market for lenders.
The Department of Housing and Urban Development
(HUD) acts as the guarantor to the secondary market,
Fannie Mae and others through the HUD Section 184
program.

Fannie Mae works with conventional (or non-govern-
ment-backed loans) as well as government-backed loan 
products from the Housing and Urban Development (HUD)
to serve the housing needs of Native Americans. Fannie
Mae also works with PMI Mortgage Insurance Company to
offer a NACLI 1% down payment mortgage on fee-simple
and federally restricted tribal trust lands. 
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Benefits

• It’s easier to qualify for a loan since HUD guarantees  
up to 100 percent of the unpaid principal and interest.

• There are no maximum income limits (unless required 
under any eligible second mortgage, down payment 
or closing costs assistance program).

• Buyers make a minimum down payment and pay a 
1 percent guarantee fee that can be financed.

• Buyers do not pay a one-time mortgage insurance 
premium or monthly MIP.

Conventional Mortgage
A conventional mortgage is not insured or guaranteed by

the federal government. Instead, this type of loan requires
you to purchase private mortgage insurance, also called PMI,
on loans if your loan-to-value ratio exceeds 80 percent -
you're borrowing more than 80% of the purchase price. 
It is subject to conditions established by the lending insti-
tution and state statutes. The mortgage rates will vary with
different institutions and between states since states have
various interest limits.

Conventional loan programs designed specifically for
Native communities are becoming more and more available.
You will want to find a financial services provider offering
products with relaxed underwriting guidelines, higher 
housing and debt ratios, no reserve requirements and low
down payments. Secondary mortgage market investors
such as Fannie Mae and Freddie Mac have designed many
of these loan products, which should be available through
your financial services provider.

Eligibility
An eligible tribe is any Indian tribe, tribal bank, nation,

or other organized group or community of Native Ameri-
cans. This may include any Alaska Native village or regional
or village corporation, as defined or established pursuant 
to the Alaska Native Claims Settlement Act, that is 
recognized as eligible for the special programs and services
provided by the United States to Native Americans because
of their status as Native Americans. A tribe may borrow funds
to develop single-family homes that are subsequently sold to

eligible borrowers or to create tribal-owned rental housing. 
A Tribally Designated Housing Entity may borrow funds

to develop single-family homes that are subsequently sold
to eligible borrowers or to create TDHE-owned rental
housing. Due to limited resources in the Loan Guarantee
Fund, TDHEs or tribes that are developing multiple
home/unit projects may not obtain more than 20 Section
184 case numbers at one time.  ¨

Steve Stallings is Senior Vice President and Director of the
Native American Banking Services group for Wells Fargo 
and is a member of the Rincon Band of Luiseño Indians. 
He can be reached by calling (602) 378-6225 or email
stallisl@wellsfargo.com
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Financing Your Home Purchase

Before you can determine how much you can afford
to spend on a home, you will need to know your gross
income, which is your total income before taxes.

Net income is the amount you earn after taxes are
deducted. Almost any income can be included as
long as the income is:

• Documented and verifiable 
• Expected to continue for three to five years

Most lenders have a checklist of forms you will need
to prepare before applying for your loan. Additionally,
several tribes have their own loan programs and loan
documents.You will need to check with your tribe to
see if this applies.

Resources:

www.fanniemae.com
Search: Native American

www.wfhm.com/wfhm/nativeamerican 
lendingbranchsd/index.page

“To purchase a home in a Native community, it is imperative that you become 
familiar with your tribe's process for land acquisition and use. Understanding the 
various forms of Indian land ownership is important for participants in all types of 
mortgage financing programs.”

 


