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FNFA Budget Recommendation:

It is recommended that the Government of Canada support four key priorities put forward by
the First Nations Finance Authority through to March 31, 2027

If supported, these priorities will action sustainable Indigenous-led financial solutions to
Indigenous equity participation in projects of national interest, unleash Indigenous economic
development growth, the long-term sustainability of key assets, and the full participation of
Indigenous communities, contractors and businesses in procurement and development

opportunities contributing to a net positive financial position both short and long term for
Canada:

e Support legislative amendments to the First Nations Fiscal Management Act, to allow
FNFA to lend directly to Indigenous owned special purpose vehicles (SPVs) where a
federal or provincial loan guarantee is applied or where provincial or territorial crown
corporations (e.g. Hydro) provide long-term guaranteed agreements.

e $200 million per year over 20 years to establish a dedicated Infrastructure Monetization
Program and $4 million for operations for First Nations seeking innovative ways to
address their housing and infrastructure needs, and for loan servicing on FNFA's $2.4
billion infrastructure “"Reconciliation Bond".

e $106 million over 2 years to support the development of a Bonding and Surety Backstop
to provide the required security for on-reserve First Nations contractors that enables
equitable access and ability to get market-price insurance to fairly bid on infrastructure
contracts.

e $104 million over 5 years and related policy changes to develop a pooled Insurance
backstop to provide equitable property & casualty insurance to First Nations.

Overview

FNFA is a model institution and a global public policy success story, allowing First Nation
communities to govern, own and manage a pathway to equitable financing and affordable
access to capital for community investment priorities and needs.

FNFA's track record is one of sustainability and success, and FNFA is a respected voice within
Economic Reconciliation discussions. This means FNFA is well positioned to support the current
priorities of the Government of Canada, including the need to advance projects in the national
interest in partnership with Indigenous groups.

FNFA is at a point now where critical fiscal commitments and policy changes from the
Government of Canada can truly unlock the potential of the FNFA to fill access to capital gaps
and in many cases, support the federal government’s priority mandates to advance nation-
building projects, support Indigenous equity partnership in economic development initiatives,
where consent is provided, and close the growing Indigenous infrastructure gap.
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FNFA Background

First Nations Fiscal Management Act (FNFMA), which came into force in 2006, created the
First Nations Finance Authority (FNFA), a voluntary, not-for-profit finance authority governed
by Chiefs and Councilors elected from among its membership. FNFA is the only institution
under the FNFMA with a mandate to:

e Secure short and long-term loans for its membership,

e Secure loans for its membership for any purpose that promotes a First Nation's
social or economic development, as decided by Chief and Council,

e Provide investment services and capital planning advice to First Nations and other
specified entities

Since its first debenture issue in 2014, FNFA has experienced unparalleled success, recently
surpassing $3.5 billion in financing to First Nations without a single loan default. FNFA
debentures have investment-grade credit ratings from Moody's (Aa3), DBRS Morningstar (AA
low) and Standard and Poor’s (AA-), which highlights the strength of FNFA's safeguards and
investor comfort level. As a result, member First Nations can now borrow capital at interest rates
similar to the Ontario government.

Currently, only First Nation “bands” under the Indian Act can opt into the FNFMA. However,
Adaptation Regulations under section 141 of the FNFMA—developed collaboratively by FNFA,
Canada, and the other FNFMA institutions—will soon allow Indigenous groups who are parties
to self-government agreement or treaties to benefit from the FNFMA. This will allow such
groups to obtain loans from FNFA, thereby expanding opportunities and increasing the pool of
potential FNFA borrowing members. These regulations are set to be enacted in the fall of 2025.
As well, another set of Adaptation Regulations is currently being developed to allow not-for-
profit organizations serving Indigenous groups to access FNFA loans as well. This includes
Tribal Councils, health authorities, and other NPOs providing essential services in social welfare,
housing, culture, health, and education. These amendments further highlight the current
successes and innovations of the FNFA resulting from a national financial institution that is
governed and owned by First Nations, accountable to First Nations, and creating shared
prosperity for First Nations.

ENFA's Experience and Expertise

FNFA has significantly contributed to community infrastructure and economic development for
First Nations all across Canada.
Some examples of projects financed include:
e the fishing licenses of Clearwater Seafoods as part of the purchase of a controlling
interest in Clearwater Seafoods,
¢ 50.1% ownership in Cedar LNG by the Haisla Nation,
e To help close the housing gap, FNFA supported 23 townhomes and common spaces in
Tzeachten First Nation, BC.
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Through its loans, projects have generated an estimated $7.1 billion in economic output and
created 33,000 jobs respectively.

Strong demand and oversight have enabled FNFA to become self-sufficient without the need
for federal operating support. Canada can still helo FNFA grow independently, using new
federal funds to invest in community priorities for First Nations. These priorities are investments
in growth, productivity, and prosperity for First Nation communities.

Four Key Priorities:

The four priorities presented by FNFA look to expand the potential of the Indigenous economy
and situate FNFA to be an Indigenous-led solution to the financial aspirations of First Nations
locally, in projects of national interest, and in corporate or government partnerships. They are
well-developed, solution-oriented proposals that directly align with the government’s stated
priorities: accelerating capital flow to Indigenous Nations and closing the infrastructure gap, a
need strongly emphasized by Chiefs across Canada during the recent summit. These priorities
would help meet the government’s reconciliation objectives, contribute towards a net-positive
financial position, both short and long term.

Priority 1: Unleashing the Opportunity of Special Purpose Vehicle (SPV) Financing

A number of new scenarios have emerged for Indigenous groups to access loans from the
FNFA. Recently, Canada and several provinces have established or announced new loan
guarantee programs tailored for Indigenous groups. These guarantees could be applied to
loans extended by the FNFA to special purpose vehicles (SPVs) — either corporations or limited
partnerships— wholly owned by Indigenous groups.

Often, projects pass through Nations and/or their territories that can create opportunities for
equity or partnerships. Allowing SPVs to access FNFA financing, with lower rates than banks or
private lenders, boosts financial outcomes and Indigenous-led prosperity, leveling the playing
field in financing.

FNFA is asking the Minister of Crown-Indigenous Relations to support a legislative amendment
to the First Nations Fiscal Management Act, which would allow FNFA to lend directly to special
purpose vehicles (SPVs) where a federal or provincial loan guarantee exists or is backed by a
crown corporation contract. This proposed amendment complements the expanded
Indigenous Loan Guarantee Program and aligns with the government's goals of unlocking
nation-building infrastructure projects that span jurisdictions, including Indigenous territories.

A loan guarantee protecting the participating SPV eliminates the risk to FNFA borrowing pool
thereby removing the need for FMB's financial certification aimed at reducing risk as First
Nations join FNFA. Participating Indigenous groups are partners in these SPVs, and this
departure from the current process only applies to SPV financing. If First Nations wish to borrow
for their own community priorities, they would still need to undergo FNFMA's standard
financial certification if not already borrowing members.
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Priority 2: Developing an Infrastructure Monetization Program

The shortages of on-reserve housing and infrastructure cannot be addressed by the current
approach, especially as inflation exceeds annual budget increases, reducing infrastructure
development even as First Nation populations grow. Rising costs from tariffs will worsen this.
Under-investment and a flawed “pay as you go” funding model have caused significant
economic, social, and health inequities. Adequate infrastructure is essential for community
health and economic prosperity. Alternative solutions must be explored and adopted.

FNFA is recommending and seeking $200 million per year, over 20 years to establish a
dedicated Infrastructure Monetization program and $4 million for operations. Monetization is a
powerful tool to accomplish the Government's fiscal discipline: using federal transfers to
accelerate investment and build community assets without expanding operating budgets. This
opens innovative ways for First Nations to address housing and critical infrastructure needs, and
for related loan servicing on FNFA's infrastructure.

A monetization approach to First Nations infrastructure investment can significantly accelerate
development and help reduce the infrastructure gap. The federal government should allocate
annual funding to service debentures issued by FNFA for critical infrastructure at current prices.
Prioritizing monetization supports the government's goal to increase housing and infrastructure
by fostering economic growth. First Nation governments need tools to participate equitably.

Priority 3: Establishing a Bonding and Surety Fund

Section 89(1) of the Indian Act prevents a First Nations contractor living on reserve from
leveraging their own assets situated on reserve land as security. Without security, a contractor
cannot execute an enforceable indemnity agreement, which is a necessary requirement to gain
access to surety bonding.

e 89(1)Subjectto this Act, the real and personal property of an Indian or a band situated
on a reserve is not subject to charge, pledge, mortgage, attachment, levy, seizure,
distress or execution in favour or at the instance of any person other than an Indian or
a band.

A Bonding and Surety backstop, developed by FNFA and initially governed by a non-profit
authority in partnership with FNFA, would enable First Nations contractors on reserve to bid on
projects using their assets to leverage the backstop and offset Section 89 interference. Canada
would act as indemnitor of last resort, allowing contractors to access Bonding Insurance with an
enforceable indemnity agreement.

FNFA is seeking $106 million over 2 years to support the development of a Bonding and Surety
Fund to allow for equitable access to market-priced surety bonds for First Nation contractors.
When an infrastructure project is completed, security is released, allowing reuse by another
contractor through the backstop. This enables more First Nations contractors to access surety,
bid on contracts, and participate in the economy, creating jobs and fostering growth. Funding
also supports research, engagement, and establishing a not-for-profit authority.

A bonding backstop promotes economic participation in nation-building projects, improves
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procurement efficiencies and advances equity in infrastructure delivery. However, Section 89 (1)
remains a barrier, preventing Indigenous contractors under the Indian Act from pursuing
economic development on equal terms.

Priority 4: Introducing a Pooled Insurance Backstop for Indigenous Community Assets

First Nations often face high insurance premiums for community assets. When insurance is
unaffordable, community and federal investments risk loss from accidents, disasters, and
catastrophes. Proper and adequate insurance also lessens Canada’s emergency obligations,
aiding federal financial planning and response.

To address this need, FNFA is seeking $104 million over 5 years to develop a pooled Insurance
backstop to provide equitable property & casualty insurance to First Nations. An Indigenous-
owned insurance model is essential to protect community assets, many financed by the federal
government, and to enhance communities' risk management capacity. Although initially
managed by FNFA, a new Indigenous-led institution is needed to address Indigenous insurance
effectively. This aligns with the federal government's disaster mitigation and adaptation efforts,
supported by initial grant funding, and must continue.

Summary:

Annex 1: Costing Table

The table below outlines FNFA funding requests across four key priorities.

Each initiative is proposed over a five-year period and is designed to deliver measurable
progress on Indigenous equity partnerships, procurement opportunities, and lending
opportunities to grow Indigenous economic development.

FNFA Priority Annual Investment Total Investment
: : No Cost - Legislative No Cost - Legislative
Special Purpose Vehicles (SPVs) Change Change
Infrastructure Monetization Program $200 million $1 billion over 5 years
Bonding & Surety Fund $53 million $106 million over 2 years
Pooled Insurance Backstop $20.8 million $104 million over 5 years
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