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We believe that such a scarcityv is the result ¢ certain structural
conditions that prevent effective investment from occurring. Like
small business in general, new Indian business is restricted from
gaining ooen access to the nation's structure of financial institutions
andvmarkets. A recent Department of Commerce report, "Small Business
and Capital Markets," showed that existing financial markets do not
reach small business with cavital because the markets are:

1) risk-averters;

2) they avoid conditions where there exists high
information and transactions costs;

3) there exists increasing market and asset
concentration throughout the financial market
structure;

4) conscious and unconscious prejudice for small

business in general, and

5) government requlation places a higher cost burden
on small businesses than large scale enternrise.

Investment in Indian country is further restricted and constrained bv a
unique and extraordinarv conditioﬁ. I refer to the absolute non-
existence of any Indian community based fir ncial institutions
overating to encourage indigenous savings or acting as a link between
tribal communities and regional and national financial institutions.
This lack of local Indian financial intermediation has prevented Indian
savings thereby fostering the need to have federal ;qencies fill the

L
inter 2:4iation "non-bank federal intermediation" and its track record,
as vyou are aware, has bheen inefficient and ir Ff1 ztive. This form ¢
federal financial assistance, as questionable as its record is, has

been almost completely eliminated by the Administration and Congress.




Because of the above conditions, the NCAI now believes it is timely

to recommend to this Committee a strategy which will began to establish
the foundations for : 11 financial intermediation throughout Indian
country. Without a mechanism whereby investment capital can flow to
venture and development projects it is unlikelv that economic develop-
‘hent will be self-perpetuating. We believe there is a justi iable need
for an inder 1dent finance institution which can overcome the barriers
to capital which I outlined above. By mobilizing cawvital and technical
assistance for In@ian business develovment, such a financial institu-
tion would increase the rate of Indian cawital formation and produc-
tivity while lving an important cornerstone in the building of
financiai market structure in Indian country. I would like to add also
that President Reagan in his Program for Economic Recoverv provided
that financial assistance would remain available to those communities

"that truly lack access to financial markets" (p. 21).

The NCAI Economic Committee working with the American Indian Develon-
int- Corporation, AIDC, after two vears of intensive study, has

developed a blueprint for the creation of an independent financial

institution to serve American Indian communities. They recommend the

Institution have the following characteristics:

1) be a mixed ownership federallyv chartered corporation.
lv
3) be able to extend long term equitv capital to Indian

businesses, and tribes.

4) be able to raise its own eaquitv and debt funds through
the sale of tax exemmt bonds.

5) be able to invest surplus to generate income.
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The National Congress of Ameri¢ n Indians and the American Indian

[ r7elopment Corporation and Indian country asks vour assistance in

creating the American Indian Develoopment Finance Corporation.

Thank you.







opportunities from Tribes with guarded enthusiasm.
Representatives of energy companies and other types of
cocrporations view the Reservations from a position of a

lack of information. They perceive problr—3 that do not

- exist and do not-anticipate some that -are prevalent. .

Solution: An educational program needs to be conducted

"which will 1ke avdilable "to interested companies, the

opportunities and the difficulties in doing business there.

Information should be made available concerning the
availability of energy resources , timber, agriculture,

fisheries, touris , and industrial opportunities.

Also, information should be made available concerning the
peculiar situations that may affect business dealings on a
Reservation. camples of things to be included are: the
sovereignty of the Res :vations, the trust relationship
between the Tribes and the U.S. govermment ¢ 1 the role ¢~

the BIA.










Solution: Tribes need a: is' ince in separating the three

‘branches of Tribal governme : so as to make each branch

independent and functional.
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Tribes need assistance in esteblishing terms of office
that will provide for continuity among the elected council

members.

Tribes need assistance in establishing personnel systems
thét~wi11 provide protecfion for Tribal employees from the

political process.

TriBes need & j3istance in de loping Tribal management
systems including: administrative policies and
procedures, accounting systems, personnel systems, and
purchasing systems. The Tribes need assisting in
establishing the systems, training staff in use of systems
and then Lands-on assistance for an extended period of

time.

THE PRIVATE SECTOR FINDS A LACK OF DEFINITIVE RULES AND

RFAIT ATTANQ NN RFQATRITVATTIANQ REFALARNTNA RIIATNFQS NAPERATTONS

Proble _.: There are at least three £« of gc >2rnment on

REservations with the majority being IRA Tribes.




Generally there is no body of law that r¢ usletes business

operations.

Solution: Tribes interested in doing business with the

private sector r :d to adopt a Commercial Credit Code

~which covers such things as: eminent d¢ ain, sovereign

immunity, commercial law, etc.

Assistance should be provided to Tribes to aid them in the

development of a Commercial Credit Code.









....ODUC..ON

The Council of Energy Resource Tribes (CERT) is pleased to testify at this most
important hearing on economic dev opment problems facigwg American Indian tribes.
The :onomic conditions of Indian tribes and their federal domestic policies have always
been at the "edge of the cutting board" of federal domestic policies, and recent policies,
particularly the cuts of the past year in the budgets of federal assistance to tribes, have
had a direct and major deteriorating impact on tribal economies. We con{mend this
Committee for recognizing the urgency of examining the economie problems in Indian
country and for holding these hearings at such a critical time. We hope that the national
focus being brought by these h« 'ngs to the tremendous problems facing Indian tribes
will provide for the development of new national Indian economic development policies
that will truly recognize the magnitude, as well as the uniquer;ess, of these problems.
The three American Indiaﬁ or —nizations here today have ireed among ourselves to talk
about certain aspects of these prob ns, and we clieve that if all of the
recommendations presented are considered together they should form basis of these

much-needed new policies.

CERT, a coalition of 34 Indian tribes with substantial energy resources, is keenlv
aware of the failure of many past federal polic! to foster the development of stable
and sound reservation economies. We are in agreement with the conclusion of the Task
Force on Reservation Development and Resource Protection in its 1976 report to the
American Indian Policy Review Commission that the three necessarir conditions for true

) n n T it
(1) tribal control of reservation resources;

(2) access to capital, and

(3) effective tribal management of economic affairs.






Why is such great emphasis placed on tribal government? The answer is that a
stable, strong and effective government is one of the important foundations for both
successful economic enterprises and a supportive social and economic inf structure.
Appropriate federal policies are critical to help break down the numerous obstacles to
the enhancement of tribal economies. Yet by their very nature such policies cannot be
applied rigidly to all reservation situations. The tribes themselves must have the
capabilities to establish their economic ¢ elopment objectives appropriate to their
individual cultures, socioeconomic conditions, natural resource endowment;: .and the
myriad other factors that cannot possibly be evaluated from Washington. And they must

have the management tools to effectively govern consistent with these objectives.

For these reasons, CERT has worked extensively with the Administration for
Native Americans (ANA) in carrying out its tribal government capacity-building
programs. With the assistance of ANA, tribal governments are gaining the tools they

need to effectively manage their own affairs, consistent with their own objectives.

We believe that the capacity-building programs of ANA have proven to be among
the most cost-effective tribal economic development activities ever attempted by the
federal government. Capacity-building expenditures for this program should be viewed
t a cost-effective investm ént, and not as simply another discretionary federal program
ripe for budget cutting. This is particularly true given the relatively small budget of the
agency. Yet, ANA's budget was cut by 17 percent last year, and is targeted for an
additional 17 percent in the President's proposed budget for FY'83. These cuts must be
viewed against the fact that from FY'76 through FY'81 ANA had bee‘n funded at a static

1

ANA has been cut about 50% during this period.

We firmly believe that the smail budget savings realized by these cuts do not come
close to the negative impact that a reduced ANA program will have toward the objective

of loj tribal « omic 1 ifficier _



Last year . this Committee reported a bill rc-authoriz g ANA, .S.1088, which
included a { vision designed specifically to enhance the agency's abilities to assist tribes
in strengthening their governments. Simply stated, this © ovision, included as Section 7
of S.1088, would authorize and direct the Secretary of Health and Human Services,
through ANA, to provide financial assistance through grants to tribal governments for
the employment of tribal government en oyees and for programs to increase the skills
* and qualifications of these employ. , which would enab tribal governments to more
effectively assume local responsibility for the economic and social well-being of their

members.

There are three very important points in regard to Section 7. First, there is no
discretion involved; the Secretary of Hesalth and ™ - Servi ; must make this
istance available provided an accept: " : plan is submitted. Second, there is explicit
provision for funding tribal government staff, without ties to sociai or welfare programs
or any other federal grant program. Third, it requires tribal government to plan for the

improvement of tribal social and economic self-sufficiency in its own terms.

We believe that the mechanism provided by Section 7 is an important means of
transferring responsibilities and authorities to tribal governments. It hera’' " a turn-away
from the paternalism and dependency of the [ . by establishing a means of staffing and

supporting tribal governments so that tribes can become economically self-sufficient.

We strongly support S.1088 and believe that its passage by Congress this year is
essential. S.1088 must be viewed as an integral and vital compc :nt of a tribal economic

development policy which, unlike so many failures of the past, places primary emph s

r
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We are deeply concerned that there has been no forward movement of this bill
since it was favorably reported by this Committee last May. It has not been brought to

the Senate floor for consideration, and has yet to be introduced in the House. There is












Realizing that they were not receiving long-term benefits from development of
their depletable mineral resources, a number of tribes during the 1970's decided to take
matters into their own hands, and go directly to the bargaini table themselves to

gage in active negotiation with minerals companies. Instead of the traditional BIA
approach of selling leases with cash bonus and fixed royalty rates, tribes have begun to
explore innovative approaches, such as participation in joint ventures, production sharing
and service contracts enabling them to maintain full or partial’ ownership and to have a
role in management decisions. Since . 5 at least a half dozen such agreerﬁents have
been negotiated by the tribes. Yet, in 1980 the Department of Interior (DOI) itself raised
questions about its authority to approy ich agreements, particularly for oil and gas

agreements that were not sold under public auction.

The inability of the DOI  approve alternative minerals agreements negotiated by
the.tribes is a major obstacle to tribal economic development. There is currently a bill
pending before this Committee, S.1894, which would re 7e any questions about thg
L »Hartm :'s authority in this area. Simply stated, it would provide the Secretary the
authority to approve minerals agreements, whether they are leases, joint venture
arrangements, or any other forms of agreements provii 1 that he does not make a

finding that such agreements are not in the best interests of the respective tribe.

During hearings held on S.1894 by this Committee, a number of tribal leaders
expressed concerns over specifie parts of the bill, and recommended changes to address
these concerns. We urge you to take these recommendations into account, and
favorably report a bill responsive to them. We believe that a unanimous vote by this

Committee is important to enhancing the bill's prospects before the full Senate.

This mit  be done in the very near future, since time is running out f
consideration by the 97th Congress. For the same reas , we are most anxious for a

companion bill to be introduced as soon as possible in the House.






regulatory capability to fulfill its trust responsibility to assure that the tribes truly

benefit from minerals development.

To meet this challenge -- to as 2 that the Bureau fully protects the interests of
those tribes which have not fully developed their own minerals management capabilities
while at the same time not unduly burdening those tribes which have these capabilities —
the Bureau must develop a regulatory framework that incorporates the following two

philosophies.

Fii'st, if a ribe demonstrates that it has performed a given task or tasks required
by BIA regulations, the Bureau should substitute the tribe's efforts for its own. This
would apply, >for example, in such areas as pre-sale, economic and environmental
assessments, development of environmental and production stipulations, as well as lease
site production management which is now being carried out by the ]?epartment's Mii  als

Management Service.

Secondly, the respective tribe should be offered a consultation and concurrence
role in major decisions made by the Bureau under its regulations. If the tribe does not
have the capability to exercise an option to concur, it ¢ »juld be offered the option to
waive the concurrence requirement. However, in all ca:  the BIA should consult with

the tribes prior to making substantive :isions under its regulations.

The CERT tribes have not at this time examined the full range of federal
regulations -affecting Indian lands, but we feel that the philo »>hies we have expressed
here need to be incorporated gener: *" r in regulations which affect tribal affairs. The key
here is true recognition of tribal governments in federal pr¢ 'ams and r« “ilations, and

noy va] t ' iz
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AMERICAN INDIAN NATIONAL BANK

1701 PENNSYLVANIA AVENUE, NORTHWEST
WASHINGTON, D. C. 20008

(202) 965-4460

TESTIMONY OF R. CONLEY RICKER, JR., CHIEF EXECUTIVE ( .CER OF THE
AMERICAN INDIAN NATIONAL BANK BEFORE THE SENATE SELECT COMMITTTE ON
INDIAN AFFAIRS, UNITED STATES SENATE

April 29, .1982 :

Mr. Chairman, members of t° panel and § its. On behalf of our Board
of Directors, Stockholders, friends and customers of the American Indian
National Bank, I want to take this opportunity to thank you for the
invitation to appear before you this morning. It is with great pleasure
that we present to you our testimony with regard to the efforts of the
:rican Indian tribes and people within the country's private sector to
help themselves through the formation and capitalizatioan of an Indian
owned financial institution. My remarks this morning will cover the
history of the Bank including early operations, the Bank's ownership
and financial recovery program, representative loans that the Bank has
made toward helping Indian economic development, the seminar we sponso 1
on Indian economic development and future plans of the Bank and our
o g i1 1 : to zou

development on Indian res: ations.
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economic "island" within the American free enterprise system: Tribes,
reservations, communities and similar groups had no Indian-oriented
financial structure to assist them in the protection, development and
control of Indian resources. No vehicle existed to 1 .p Indians expand
their own capagilities through improved access to the financial segment

of the United States economy.

The study revealed that although there was outstand: 3z Indian talent
across the nation, it was not sufficiently conversant with financial and
banking functions to launch unilaterally a financial services venture by

Indians themselves.

Federal funds were obtained to conduct a training program in banking
operations for Indians. International Bank of Washington was engaged as
the management consultant to the American Indian National Bank to initiate
! king operations and to provide continuing : .stance over a fiv rear
period. The founders envisioned expansion of the financial structure

into commercial lending for Indian tribes and enterprises.

Additionally, International Bank advanced a million dollars for use as
initial capital so that banking operatior could begin simultaneously
with invitations to tribes and individuals to invest in the new bank.

This initial capital was administered by a separate American Indian

W] ¢ [ [

Chartered as a natior . bank by the Comptroller of the Currency, AINB
officially began operations in Washington, D. C.,.November 15, 1973.

The Bank was established under Federal banking laws and is a member of
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the Federal Reserve System. It is subject to normal regulatory require-
ments of the Comptroller of the Currency and fully accredited and

insured by the Federal Deposit Insurance Corpo: :ion (FDIC.)

The Bank is located on the third floor of an office building in do

town Washington, D. C. at 1701 Pennsylvania Avenue, NW,.

TtTTTTT TTTTD

Of the Bank's initial capitalization, the Confederated Tribes and Bands
of the Yakima Indian Nation invested $1 million in the Bank's common
stock and the Ute Tribe of the Uintah & Ouray Reservation invested
$500,000.- In 1980, the Colville Confederated Tribes invested $300,000
through the purchase of c« m stock. Current ownership by the three
largest shareholders is as follows: Yakima, 51%; Ute, 22%; and Colville,

13%.

Under the Bank's Articles of Association as authorized by the Office of

the Comptroller of the Currency of the United States, Article V 1° “ts

the issurance and sale of the Bank's common stock to 1) a tribe of

Indians which has cor 1icted a treaty with the United States of America

or 2) an enrolled member or person of an Indilan tribe which has obtained
r

the Bank had 378 shareholders with the 1 jority of the common stock held

by the following tribes and native corporations:



NAME

LOCATION

Confederated Tribes & Bands of the
Yakima Indian Nation

Ute Tribe of the Uintah & Ouray
Rese 1ition

Colville Confederated Tribes

Arctic Slope Regional Corporation
Koniag, Inc.

Colorado River Indian Tribes

Seminole Tribe of Florida

Afognak Native Corporation

Crow Tribe

Miccosukee Tribe of Indians of Florida
St. Croix Tribal Council

Shoshone & Bannock Tribes

Tule River Tribal Council

FARTY QPEPATTNANS

Topy tish, Washington

Fort Duch¢ 1, Utah

Nespelem, Washington
Barrow, Alaska
Kodiak, Alaska

Park Arizona
Hollywood, Florida
Kodi , Alaska

Crow Agency, Montana
Miami, Florida
Webster, Wisconsin

Fort Hall, Idaho

Porterville, Califormia

After the Bank opened for operations in November of 1973, officers and

directors toured the country and Alaska in search of deposit relationships

and lending oppertunities. By the end of calendar 1974, deposits totalled

approximately $10,800,000 and loans amounted to $2,653,000.

the Indian tAct ¢ 1. v 5 p

During 1974

| by r

President and became law. Under this law, Indian enterprises aund individuals

were eligible to secure loans from banking institutions which were

guaranteed 907 by th

Interior.

Bureau of Indian Affairs of the Department of

During the early years the Bank began to book a substantial



number of loans that :re 9 § eed by the BIA which enabled the
Bank to invest deposits in loans to Indian tribes, enterprises and to
Indian individuals. In 1978, the Bank had BIA 1iaranteed loans outst: ling

amounting to $3,728,117 with a loss exposure to the Bank of $377,565.

The Bank had several unique characteristics to overcome in the early
years. The Bank not only was located 2000 miles to 3000 miles away from
its primary < unity of Indi tribes and reser' :io: locat . in the
western United Statés, but also it was located on the third floor of an
office building in downtown ﬁ;shington. The initial strategy was to

concentrate on tribes and tribal enterprises as opposed to commerical

and retail banking business in the immediate Washington area.

The limited capital structure of approximately $1,500,000 and the vast
geographical distance at which the Bank was located from its Indian
community were difficult obstacles to overcome in the early years.
Through 1978 the Bank tried unsuccessfully to find the proper combination
of lending policies and loan servicing management to handle a loan
portfolio located at such a vast geographical distance from the main
office. The efforts were unsucc iful in that in 1977 and 1978 the

Bank basically lost its initial capitalization through charge offs of

of uncollectible loans.

the Bank and invited the undersigned to become the Bank's Chief Executive
Officer with the responsibility of developing a fii 1ei . recovery and

rebuilding program. With the assistance of the Board of Directors, new









In 1981, progress continued on the Bank's deposits, capital earnii ; and
quality of its loan portfolio. Attached as Exhibit II is a copy of both
the 1980 ¢ . 1981 annual reports. For 1981, deposits grew to $26,496,481
and earnings amounted to $630,539., Net worth improved to $2,178,081

also in 1981 the Bank closed_its subordinated capital note from """ tbanc
Capital Corporation which marked the first time that an outside investor
invested debt capital in AINB. The subordinating note is a ten year

1 e at 10.5% for $250,000.

INNOVATIONS IN LENDING

In order to extend the Bank's services to Indian tribes, reservatio:
and enterprises, it was necessary to develop specialized techniques in
lending which heretofor have b | unavailable generally from commercial
banks located near Indian reservations. Of particular difficulty is the
mortgaging of reservation land which is held in trust by the United
States Government and generally unavajlable to pledge to secure mortgage
loans for housing, shopping center development and other commercial
development. Therefore, it was necessary to develop specialized techniques.
Several of these techniques are listed in the attached Exhibit ITI |
are entitled, '"Assignment of Investment Income, Assignment of Grazing

ol ! i ' . I "
Also incluc | with the exhibit are varic 'procédures necessary to
assist the tribes in obtaining the proper approvals for the pledging of
assets to obtain loans for economic development and sample resolution

and other legal documents.
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the  ari¢ Ind: Developnr it Fir ce Corporation . jislation, the
passing of the Indian Tril ~ Tax .atus Act and the providing of funding
to the Department of Interior and the Lureau of Indlan Affairs for their
economic development programs. In coming.years, ¢ 1istance will be
needed to permit banks to provide depository banking services across
state lines especially with banking facilit? that are located on
Indian reservations. This enab’” 3 le; ilation will permit the American
Indian National Bank, for example, to extend i services to provide

credit for further economic development.

We are convinced that with the assistance of the United States Govern at
in the form of funding for the transition to less dependency that the
American Indian people will achieve parity with o Americans in our

nation's economy.





