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Introducing Aboriginal Financial Institutions

Canada’s Aboriginal economy is on the rise. Once
economically marginalized, Aboriginal people
are transforming their local economies – and impacting the broader Canadian economy as well.
As a young, fast-growing population, Aboriginal
people are becoming entrepreneurs at unprecedented rates. And they are succeeding. For example, a 2016 survey by the Canadian Council for
Aboriginal Business found strong growth in the
proportion of businesses reporting a net profit
and increased revenue over the past year.1
The burgeoning success of Aboriginal entrepreneurs is now well known. Less known is the
success of the Aboriginal-led lending institutions
that back them — the same institutions that
have supported the visions, and invested in the
strengths, of Aboriginal entrepreneurs over the
past 25 years.
The National Aboriginal Capital Corporations
Association (NACCA) is a Canada-wide network of
Aboriginal Financial Institutions (AFIs) dedicated
to stimulating economic growth for First Nations,
Métis and Inuit people by promoting and un-
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derwriting Aboriginal business development.
Collectively, AFIs have turned over $356 million
in government capital contributions a number
of times, generating almost $2.3 billion in loans
since their establishment twenty-five years ago.
The success of the AFI network is a story not
yet told.
It begins with the Aboriginal entrepreneur,
whose particular needs and realities the AFIs
were created to meet. It then moves to the AFI
network, whose innovative approach to risk management has yielded both lower loan losses and
concrete economic impacts — including a GDP
contribution of up to $3.6 for every dollar loaned.
It describes the capital shortfall that the network
has faced since 2012, concluding with a discussion of the capital the network now requires to
continue its developmental lending work.
That work supports reconciliation of the best,
empowering kind. Loan by loan, with 41,500 to
date, AFIs help build Aboriginal prosperity.

This is the story of the
AFI network.

Investing in the Aboriginal Entrepreneur
Aboriginal entrepreneurship is growing – and
diversifying. From 2006 to 2011, Aboriginal
self-employment increased by 12.4 percent,
making self-employed entrepreneurs just
over 6 percent of the Aboriginal labor force.2
Beyond individual entrepreneurs are larger
community-owned businesses, joint ventures,
and various forms of social enterprise, which
are growing in size and complexity.
The vast majority of Aboriginal businesses
can be classified as small, with fewer than
99 employees. Though most are small, the
businesses play a crucial role in promoting
employment. For example, in its 2016
Aboriginal Business Survey, the Canadian
Council for Aboriginal Business found that over
one in three Aboriginal businesses (36 percent)
create employment for others.3
Community-led businesses are unique. Many
incorporate public policy objectives and
community economic development, promoting
goals like economic self-sufficiency, control of
traditional lands, and improvement of member
well-being. Some reinvest in their traditional

cultures and languages. Whatever their
emphasis, these businesses are a testimony to
Aboriginal economic empowerment.
In the coming decade, the Conference Board of
Canada predicts that Aboriginal communities
and businesses are poised to benefit from major
project investments — totalling over $342 billion
in the natural resources sector alone.4 Yet the
Conference Board adds a caution: “to have a fair
chance of meeting these opportunities squarely,
Aboriginal businesses must have appropriate
financing tailored to their unique needs and
realities.”5
Enter the Aboriginal Financial Institutions.
Aboriginal leaders created AFIs in the late
1980s and early 1990s with support from
the Government of Canada. Their goal was to
improve the delivery of small business capital
and lending support services to Aboriginal
people and communities. Since then, the
AFI network has provided over 41,500 loans,
totaling $2.3 billion, to businesses owned by
First Nation, Métis and Inuit people.

“Aboriginal businesses must
have appropriate financing
tailored to their unique
needs and realities.”
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Tailored to the Aboriginal Entrepreneur
Aboriginal entrepreneurs face challenges accessing capital. This applies
historically and now, on- and off-reserve, and across all heritage groups. In its
2016 survey, the Canadian Council for Aboriginal Business found that access
to equity or debt capital remains a challenge for about one third of Aboriginal
business owners across the country.6 This may explain, at least in part, why
Aboriginal people control only 1.6% of small and medium-sized businesses —
even though they represent 4% of the total Canadian population.7

Barriers to access are varying and complex, including community remoteness,
small retail markets, lower personal savings and credit ratings. Location is
often an issue, where the major Canadian banks still have only a limited
presence in Aboriginal communities. Collectively, these factors limit the
willingness of mainstream financial institutions to provide Aboriginal
entrepreneurs the debt or equity capital they require to start, grow or
acquire a new business.8

AFIs’ approach of supporting the viability of a business, taking a flexible stance on
security requirements, and managing risk by building capacity has positioned them
as risk management innovators.
Experts in Developmental Lending
AFIs specialize in developmental financing tailored to the Aboriginal
entrepreneurs and small- to medium-sized enterprises that conventional
banks often pass over. AFIs’ approach of supporting the viability of a business,
taking a flexible stance on security requirements, and managing risk by
building capacity has positioned them as risk management innovators.
They have a deep reach to the communities they serve. In a business
landscape dominated by sole proprietors, AFIs also lend to more complex,
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community-based business structures.9 Many share with the communities
a broader perspective on value — as not simply net worth and returns to
shareholders, but serving social and environmental objectives as well. On the
continuum of lenders providing small business loans to Aboriginal people,
AFIs have developed a know-how that other lenders do not share.

From Coast to Coast to Coast
The network has a truly national reach, with 54 AFIs located across each province and territory of Canada.
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A list of NACCA’s 54 member AFIs appears as Appendix A below. They serve Inuit, Métis, and First Nation heritage groups in a range of geographies: from northern and remote, to rural, to urban lending contexts.
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Performance of AFI Investments

AFI capital investments make a difference. In terms of both network performance and real world impacts, the numbers speak for themselves.
Network Performance
Over the years, the AFI network has maintained a viable financial ecosystem, assisted by federal equity programming that has helped lift client equity and
absorb a meaningful proportion of AFIs’ risk exposure. Loan capital provided by governments has brought returns many times over. Since founded, AFIs have
performed well by several metrics:

At the end of fiscal 2015/16
AFIs’ combined loan portfolio
stood at $329 million, bringing
the cumulative total of loans
advanced since they were
established to $2.3 billion.

From the $356 million in loan
capital provided, in large part
by the federal government,
AFIs have brokered $7.38 in
loans for each dollar of loan
capital invested.

Of the $2.3 billion in loans
made until the end of the
2015/16 fiscal year, AFIs have
written off only 5.2 percent.
This is well below the 10
percent average loss rate for a
micro-lender.

Successive federal government evaluations conclude that AFIs effectively support Aboriginal business performance, the economy, entrepreneurism, and access
to other funding sources.10 As a sign of its confidence in the network, Indigenous and Northern Affairs Canada transferred its Aboriginal Business
Financing Program to NACCA in 2014, as well as to 14 AFIs that serve as program delivery partners.
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Economic Footprint

Perhaps the most convincing testimony of AFIs’ success has been the collective impact of their lending activity on jobs and the economy. In 2016, the Conference Board of Canada analyzed NACCA data sets from its Aboriginal Business Financing Program (ABFP) for the period from 2013 to 2015. Using the ABFP data
as a sample to assess the economic impact of all AFI lending, the Conference Board analysis identified multipliers that can usefully be applied to NACCA’s data
for 2015/16:
• Contribution to GDP: For every dollar AFIs lend to clients for
capital investment, up to $3.6 is added to GDP thanks to matching
funds associated with other lenders, client equity, non-repayable
government contributions as well as the indirect and induced
impacts triggered by business investments. In 2015/16, AFIs advanced $108.5 million in loans, contributing some $391 million
in GDP.11

NACCA data highlight some further key contributions of AFIs in
2015/16:
• AFI loans entailed a direct economic impact of $264.3 million to
Aboriginal economies across the country.
• AFI lending created or maintained 4,432 jobs in 2015/16 alone.

• Labour income created: With a labour income multiplier of 0.66,
the labour income share of the contribution to GDP in 2015/16
was $257.8 million.

Less tangible than the economic footprint has been the contribution of AFIs to the social development of First Nations, Métis, and Inuit communities. The AFIs’
“social footprint” is not easy to quantify – but it is certainly bound up with the broader understanding of economic value that AFIs share with the entrepreneurs
their loans support.
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Economic Impact
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The Current Challenge
AFIs are builders, bringing professional lending to
bear on the challenges of community development.
Many remain dedicated to their regional clientele
of small entrepreneurs and SMEs. Some are
seeking to grow their range of services. This second

group of AFIs is helping Aboriginal businesses —
often community-owned and operating in natural
resources sectors — attract additional financing and
private equity. They have developed new ways to
work with other lenders, seeking to make loans

available for larger corporate and community-owned
businesses. Yet these lenders, as with all AFIs, face
an eroding capital base to support even their current
level of operations.

Eroding Capital Base
Since 2012, federal investment in the network has not
risen. The lack of new capital has constrained the lending
activities of many AFIs. In the past five years, the annual
value of loans has stagnated at just over $100 million.

The stagnation can be attributed in part to the lowinterest rate environment, which constrains the
revenues that AFIs can generate and reinvest. In large
part, however, it is due to the lack of access to new
capital. Although the 5.24 percent loan loss rate is low
by micro-lender standards, several years of cumulative
losses have eroded the capital base of some AFIs.
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Impacts of Eroding Capital Base

The capital erosion of the past five years has
affected the network’s economic impact. In 2010,
CCAB reported that 52 percent of business owners
cited Aboriginal lending agencies and capital
corporations as important current sources of
financing. In 2016, that proportion had dropped
to 42 percent.12
The finding is borne out by NACCA’s internal data.
Since 2011, new loans to start-ups and existing
businesses have stagnated at about 1,200 to
1,400 per year.
In addition, AFIs — which historically have used
funding from INAC programs to leverage new
capital — are now obtaining less leverage on their
loans.13 This decreased leverage, in turn, has
increased the overall risk of the loan portfolio.
The results are consistent with conclusions of the
2016 report prepared by the Conference Board
of Canada:
“The AFIs’ capacity to attract substantial matching
funds is a testament to their abilities as developmental
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when other commercial lenders decide to pursue other
opportunities. Such risks threaten to undermine the
economic impact they can make.”14

At Risk: Developmental Lending

Developmental lending is a high risk, high cost activity. With an historical
5.2 percent loan loss rate, AFIs are prudent risk managers. Yet several
years of losses due to the lack of off-setting funding have left some with
access to less than 6 months of loan demand in capital. In reaction, a
number of AFIs are considering shifting their focus from developmental
lending in order to preserve their remaining capital base.
They would do it with regret: promoting Aboriginal community and
economic development is why AFIs were created in the first place.
Moreover, the developmental work is far from finished. A recent
report by the National Aboriginal Economic Development Board
indicates just how far Canada has to go to realize the $27.7 billion
increase in GDP that it predicts would result from economic parity
between Aboriginal people and the non-Aboriginal population. In
addition, a recent study on First Nations and Inuit access to capital
highlights that SMEs in those communities “continue to be
under-leveraged”, pointing to the unmet demand for loan capital.15

In absence of continued
government funding and
investment, it is not
reasonable to expect AFIs to
sustain themselves through
developmental lending.

Self-determination and reconciliation through Aboriginal prosperity
are priorities that the AFI network shares with the federal government. In absence of continued government funding and investment, however, it is not reasonable to expect AFIs to sustain themselves through developmental lending.
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Required Capital and GDP Benefits

The AFIs can stretch a dollar — as their loan recovery and
leveraging track record shows. But after five years of flatlining federal contributions, the network requires new capital
to sustain its developmental lending in even the short term.
In the long term, AFIs seek capital to support a broad array of
loans – both loans to individual small entrepreneurs and the
larger, more complex loans that some clients now seek.
The long term capital requirement is the topic for a future
discussion. In the short term, though, AFI General Managers
indicate that AFIs should have available loan capital equal to
six months loan demand. NACCA’s analysis reveals that 22
AFIs do not have access to sufficient loan capital today
– and, at the current rate of growth, the number will grow
to 29 in five years. NACCA’s methodology for drawing this
conclusion appears as Appendix B.
On this basis, NACCA has developed three different scenarios.
All three reflect the imminent capital requirements of AFIs.
Where they differ is on the type of AFI (Scenarios 1 and 2) and
length of term (Scenario 3) involved.
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22 AFIs do not have access to sufficient
loan capital today – and, at the current rate
of growth, the number will grow to 29 in
five years.

Responding to the Challenge

Scenario 1: 6 Month Loan Capital for 15 ACCs Further: evidence from the CCAB suggests that
Aboriginal Capital Corporations (ACCs) deliver
business financing, support, and advisory services
for Aboriginal business development. 15 ACCs
have less than a six month supply of un-deployed
capital to meet loan demand. Under this scenario,
a corrective capital top-up for ACCs would be $45
million, which would include an offset of the $29
million existing base deficit.

Scenario 2: 6 Month Loan Capital for 22 AFIs
In addition to the 15 ACCs, other AFIs within
the network have eroded their capital bases.
Aboriginal Community Futures Development
Corporations (ACFDCs) typically provide smaller,
riskier, loans to businesses in the earliest stages
of their development. The role of small loans
in enhancing further economic development
should not be underestimated. They play a crucial
role in nurturing small start-up businesses.

Aboriginal sole proprietors are also turning profits,
maintaining stability, and contributing to the
economies of the regions where they live.16
Aboriginal Developmental Lenders (ADLs) provide
debt and equity capital and business support
services to majority-owned or controlled Aboriginal
businesses with even larger capital needs than
borrowers from ACCs. They mark a new direction of
lending for AFIs seeking to provide loan equity for
larger, major projects. ACCs, ACFDCs, and ADLs all
play somewhat different roles within the lending
eco-system. All, though, are critical to helping
Aboriginal entrepreneurs grow and succeed.

Scenario 3: 6 Month Loan Capital + Capital

Over 5 Years

To the 6 month loan requirement, the third
scenario adds the projected capital requirements
due to loan portfolio growth over the next five
years. This scenario assumes that the loan portfolio
will grow at the same rate of 3 percent seen over
the past 5 years. In this scenario, 29 AFIs will
require a top-up of $111 million.
Table 1 below depicts the three scenarios. In
addition, it reflects the initial GDP boost that
could be expected based on the Conference Board
findings of the AFIs leveraged contributions to GDP.

As of March 31, 2016, 22 AFIs – including ACCs,
ACFDCs and ADLs – will not have sufficient
capital to meet 6 months loan demand. As such,
a corrective capital top-up of $83 million would
be required, including offset of the $50 million
existing base deficit.
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TABLE 1: REQUIRED CAPITAL SCENARIOS & INITIAL GDP BOOST

Investment Level

AFIs benefitting

To reach adequacy in

Investment Amount

Initial GDP Boost

1/3

15 ACCs

6 month loan capital

$45M

$161M

2/3

22 AFIs

6 month loan capital

$83M

$299M

Full

29 AFIs

6 month loan capital +
capital requirement for the
next 5 years

$111M

$400M

Where the loan loss rate is only 5 percent for AFIs, the initial boost could be
expected to continue for some time. Any federal capital provided would erode
only slowly, providing many, many years of economic benefit from the initial
investment.
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The graphic on the next page quantifies that economic benefit over the next
twenty-five years. For each scenario, it estimates the economic impact of the
initial capital investment – and in particular, the number of jobs created or
maintained based on the actual performance of the AFI network to date.

Scenario Impact

Investment

SCENARIO
3
SCENARIO
2
SCENARIO
1

111 M
83 M
45 M

25 Year
Loan Value*

1,4 B
1,02 B
550 M

Number of
Loans**

17,346
12,950
6,978

*Loans turn over 12.32 times over
the next 25 years. Multiplier based
on actual performance in the
previous 25 years.

**Based on the historical
average loan size of
$78,933.

***Job creation is projected at a
historical average of 3.34 jobs
created or maintained per loan.

Jobs Created
or Maintained***

57,934
43,252
23,307

Scenario 3 entails almost 58,000 JOBS
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In Closing

The story of the AFI network closes with an image. NACCA’s logo is a
stylized eagle in flight, representing the network’s role to support the
vision, and invest in the strengths, of the Aboriginal entrepreneur.
Regardless of their loan portfolio size or the kind of Aboriginal client
they serve, AFIs work to that same end – and assume considerable
lending risk in doing so.
For the past 25 years, the network has been a proven partner to the
federal government. In this Year of Reconciliation, with our shared
priorities to promote the employment, prosperity, and inclusion of
Aboriginal peoples, an investment in the AFI network is an investment in
Canada’s future.
With a renewed commitment of adequate capital, we can help
Aboriginal entrepreneurs soar.

16 • NACCA Investment Prospectus

With a renewed
commitment of
adequate capital, we
can help Aboriginal
entrepreneurs soar.

Appendix A: AFIs Nation-Wide

ALBERTA
Alberta Indian Investment Corporation
Apeetogosan (Métis) Development Inc.
Community Futures Treaty Seven
Indian Business Corporation
Settlement Investment Corporation

Enoch
Edmonton
Calgary
Calgary
Edmonton

Prince George
Burns Lake
Kamloops
Massett
Port Alberni
West Vancouver
Prince Rupert
Kamloops
West Vancouver

MANITOBA
Cedar Lake CFDC
Dakota Ojibway CFDC / Dakota Ojibway Community
Futures Development Corporation (DOCFDC)
First Peoples Economic Growth Fund Inc.
Kitayan CFDC

Winnipeg
Tompson
Lynn Lake
Winnipeg
Winnipeg
Winnipeg

NOVA SCOTIA

BRITISH COLUMBIA
Aboriginal Business and Community Development Centre
Burns Lake Native Development Corporation
CFDC of Central Interior First Nations
Haida Gwaii Community Futures
Nuu-chah-nulth Economic Development Corporation
Tale’Awtxw Aboriginal Capital Corporation
Tribal Resources Investment Corporation (TRICORP)
All Nations Trust Company
Native Fishing Association

Louis Riel Capital Corporation
Community Futures North Central Development
Northwest Manitoba Community Futures
Development Corporation
Southeast Community Futures Development Corporation
Tribal Wi-Chi-Way-Win Capital Corporation
Arctic Co-operative Development Fund

Ulnooweg Development Group Inc.

Truro

NORTHWEST TERRITORIES
Deh Cho Business Development Centre
NWT Métis Dene Development Fund
Sahtu Business Development Centre
Thebacha Business Development Services
Akaitcho Business Development Corporation

Fort Simpson
Yellowknife
Norman Wells
Fort Smith
Yellowknife

NUNAVUT
The Pas
Headingley
Winnipeg
Winnipeg

Atuqtuarvik Corporation
Baffin Business Development Corporation
Kakivak Association
Kitikmeot Community Futures Inc.

Rankin Inlet
Iqaluit
Iqaluit
Cambridge Bay
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Appendix A: AFIs Nation-Wide (cont)

ONTARIO
Alberta Indian Investment Corporation
Métis Voyageur Development Fund Inc.
Nishnawbe Aski Development Fund
First Nation
Rainy Lake Tribal Area Business & Financial Services
Corporation
Two Rivers Community Development Centre
Wakenagun Community Futures Development
Corporation
Waubetek Business Development Corporation

Enoch
Ottawa
Fort William

Ohsweken
Moose Factory

Beaver River Community Futures Development
Corporation
Clarence Campeau Development Fund
Northern Enterprise Fund Inc.
Saskatchewan Indian Equity Foundation Inc.
SaskMétis Economic Development Corporation
Visions North CFDC

Birch Island

YUKON

Fort Frances

QUEBEC
Corporation de développement économique montagnaise
Eeyou Economic Group / CFDC Inc.
Nunavik Investment Corporation
Societe de credit commercial autochtone
Tewatohnhi’saktha Business Loan Fund
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SASKATCHEWAN

Uashat
Waswanipi
Kuujjuaq
Wendake
Kahnawake 		
Mohawk
Territory

Meadow Lake
Saskatoon
Beauval
Saskatoon
Saskatoon
LaRonge

Däna Näye Ventures

Whitehorse

Atuqtuarvik Corporation
Baffin Business Development Corporation
Kakivak Association
Kitikmeot Community Futures Inc.

Rankin Inlet
Iqaluit
Iqaluit
Cambridge Bay

Appendix B: Methodology for Discerning Capital Adequacy
Quantum Rationale
To determine capital adequacy for 15 top producing ACCs unable to meet a six month demand for loans the following was considered:
Consolidated capital of ACCs unable to meet 6 month demand

103,053,999

Plus (minus) surplus (deficit) earnings of ACCs unable to meet 6 month demand

(12,153,127)

Sub-total (net loan capital)

90,900,872

Minus – GLP of ACCs unable to meet 6 month demand

120,311,682

Equals base surplus (requirement) of ACCs unable to meet 6 month demand

(29,410,810)

Minus Six month demand

15,298,168

Equals - total capital surplus (requirement) of ACCs unable to meet 6 month demand

(44,708,978)

To determine capital adequacy for all AFIs unable to meet a six month demand for loans the following was considered:
Consolidated capital of AFIs unable to meet 6 month demand

119,971,874

Plus (Minus) Surplus (Deficit) earnings of AFIs unable to meet 6 month demand

(11,196,001)

Sub-total (net loan capital)

108,775,873

Minus – GLP of ACCs unable to meet 6 month demand

158,528,844

Equals base capital surplus (requirement) of AFIs unable to meet 6 month demand

(49,752,971)

Minus Six month demand
Equals - total capital surplus (requirement) of ACCs unable to meet 6 month demand

33,214,664
(82,967,635)
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Appendix B: Methodology for Discerning Capital Adequacy (cont)
To determine capital adequacy for all AFIs unable to meet a six month demand for loans the following was considered:
Consolidated loan capital

149,393,142

Plus (minus) surplus (deficit) earnings

(17,665,373)

Sub-total (Net Loan Capital)

131,727,769

Minus GLP

179,081,579

Equals base capital surplus (requirement)

(47,353,810)

Minus 6 month demand
Equals - total capital requirement to meet 6 months demand
Minus capital requirement for 5 year GLP growth
TOTAL SURPLUS (REQUIREMENT)
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35,099,208
(82,453,018)
28,523,053
(110,976,070)
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