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Chairman Smith, Vice Ranking Member Chu, and Members of the W&M Committee, thank you 
for taking the time to hold a field hearing in Indian Country and for inviting me to testify. As the 
elected chairman of the Santa Ynez Band of Chumash Indians, I am here today to ask the 
Committee to be mindful of the challenges facing Indian Country when developing tax policy.   
 
In conversations with tribal leaders across Indian Country, a recurring concern emerges: the 
necessity of ensuring parity for tribal governments alongside state and municipal counterparts. 
All share the common objective of fostering economic activity to bolster services and 
employment for their constituents. In this context, I extend appreciation to Congresswoman 
Gwen Moore and Congressman David Schweikert for championing tax parity for tribes through 
the introduction of the Tribal Tax and Investment Reform Act of 2024. 
 
As I previously presented to this Committee in 2020, tribal governments lack a fundamental 
tool available to state and municipal counterparts: full access to tax-exempt bond financing. 
From 1987 to 2010, Indian tribal governments issued an average of approximately $157 million 
annually in tax-exempt bonds, totaling about $3.76 billion across 321 transactions. Although 
this appears substantial, it accounts for less than one-tenth of one percent of the total $6.6 
trillion in tax-exempt municipal bonds issued during this period. 
 
What explains this significant difference? Unlike state and local governments, Tribal 
governments are governed by the Essential Government Function test (EGF. The EGF was 
initially introduced in 1982 as part of the Indian Tribal Government Tax Status Act, which 
included provisions for tax-exempt bonds, aiming to address concerns about tax parity for 
tribes. While this legislation represented progress, it fell short of achieving full equality with 
states and local governments. Private activity bonds, except for those relating to manufacturing 
plants on Indian lands, were not permitted. 
 
In 1987, Congress further defined the EGF in the statute, limiting the use of tax-exempt bonds 
to functions typically undertaken by states and local governments. In practice, this constrained 
the use of tax-exempt bonds to specific functions, such as schools, streets, or sewers, which 
typically do not generate revenue. In contrast, state and local governments have greater 
flexibility, being able to utilize tax-exempt bonds for a wider array of projects that generate 
revenue, such as convention centers or commercial buildings. 
 
Practically, this disparity translates to substantially higher financing costs for projects on tribal 
land compared to identical endeavors undertaken by state and municipal governments. Tribal 
governments' lack of access to tax-exempt financing inflates borrowing costs by approximately 
25% than those of state and municipal governments, dissuading investment in tribal 
communities.  I would also ask the Committee to consider the recently published report from 



the Federal Reserve Bank of Minneapolis entitled “Tax code constraints limit tribal tax-exempt 
bonding”. 
 
I urge the Committee to take action to lift the restrictions imposed by the Essential Government 
Function test on tribal governments, as outlined in the Tribal Tax and Investment Reform Act.    
 
Congress recognized the shortcomings of the EGF in 2009 by temporarily addressing the 
disparity through the Tribal Economic Development Bond program. This initiative authorized 
tribal governments to issue a combined $2 billion in tax-exempt bonds for eligible projects 
located on tribal land, excluding gaming facilities, with each allocation requiring Treasury 
approval. 
 
Although the program demonstrated a strong demand for economic development in Indian 
Country, it had limitations. The $2 billion cap on tax-exempt bonds has been reached, limiting 
usage to tribes with approved projects over the past decade instead of benefiting all tribal 
governments. Moreover, initial regulations were overly prescriptive, hindering many tribes with 
shovel-ready projects from seizing the opportunity. Additionally, the issue of whether bonds 
maintained tax-exempt status when refinanced was unaddressed, jeopardizing project viability. 
Despite these challenges, the popularity of the program underscores the necessity for long-
term access to tax-exempt financing in Indian Country. This sentiment is echoed by entities 
beyond Congress, including the Treasury Department, Government Accountability Office, and 
Joint Committee on Taxation, which identified the EGF as a barrier to tribal economic 
development. 
 
While each of the provisions found in the Tribal Tax and Investment Reform Act of 2024 
deserves attention by the Committee, I want to bring Sections 8, 10 and 13 of the bill to your 
attention.  Section 8 of the bill creates a New Markets Tax Credit tribal set aside, which would 
encourage needed private investment into tribal areas. This provision, along with the tax-
exempt bond provision, would be a game changer for economic growth in tribal areas and 
benefit the local, regional, and national economies.  
 
Section 13 of the bill will provide for exclusion from gross income for payments under Indian 
health service loan repayment program and Indian health professions scholarships program.  
This section will make health professionals at the Indian Health Service eligible for recruitment 
and retention tax incentives available to other public sector health professionals.   Under 
current law, the National Health Service Corps (NHSC) Loan Repayment Program offers loan 
repayment assistance to primary care medical, dental, and mental/behavioral health providers 
who commit to serving in Health Professional Shortage Areas (HPSAs) for a specified period. 
Benefits offered through this program are exempt from federal taxation.  However, the benefits 
provided by Indian Health Service (IHS) Loan Repayment Program do not enjoy such an 
exclusion from federal taxation.  This disparity in treatment of similar programs makes Indian 
Country a less desirable location to practice and further exacerbates health disparities found on 
most reservations. 
 



Lastly, Section 10 of the bill clarifies that Tribal General Welfare Benefits (GWB) are not 
categorized as income related to Supplemental Social Income eligibility or benefit amounts.  
Championed by then Congressman Devin Nunes, the Tribal General Welfare Exclusion Act 
(TGWEA) excludes from gross income, for income tax purposes, the value of a tribal general 
welfare benefit. Unfortunately, ambiguity remains around this portion of the law.  For example, 
various need-based programs like the Supplemental Social Income are defined by the Social 
Security Administration to include GWB as resources.  Section 10 clarifies that these benefits 
from Supplemental Social Income eligibility and benefit amount determinations.  
 
Thank you for your attention and consideration of these critical matters affecting tribal 
communities. 
 














