Economic development has been at the heart of
Mistawasis Néhiyawak for centuries. In the past,
the landscape was used for agriculture, fishing, fur
trapping and silviculture, as well as logging, herbs
and craft materials.

Today, Mistawasis Néhiyawak—located 120 kilometres
north of Saskatoon, Saskatchewan—has greatly
diversified its economy to provide financial stability
and work opportunities for the Nation. With a
population of over 2900 members, approximately
half of which live on-reserve, the Cree First Nation is
now involved in businesses ranging from petroleum
and property management to concrete and
engineering through its economic development arm,
Misty Ventures Incorporated.

“Since the creation of Misty Ventures in 2011,
unemployment in Mistawasis has decreased
dramatically,” explains Robert Daniels, President
and CEO of Misty Ventures. “The corporation
continues to look for opportunities to create
independence, employment and wealth generation
for the community—not just in Mistawasis, but across
the province.”

In June 2017, First Nations Finance Authority (FNFA)
issued a borrowing law to Mistawasis Néhiyawak

to buy Xtreme Mining and Demolition, which was
rebranded to HCC Group. The company specializes
in contract mining and maintenance, drilling and
blasting, and underground construction, among
other services. Since acquiring the business, at any

one time, HCC has up to 180 employees, 34 per
cent (61 employees)-who are Indigenous members
from Canada.

Then, in June 2022, Mistawasis borrowed funds to
purchase RST Maintenance Inc., which focuses on
gravel hauling, topsoil, mulch, dirt work, acreage
mowing, equipment hauling, and commercial snow
removal.

While there are obvious economic benefits to the
Nation and its members thanks to the purchase,
FNFA's contribution has also helped in other ways.

“First Nations Finance Authority has provided us
with advisory services, and our Nation has actually
turned down several deals based on the advice
we received,” says Daniels. “Their model focuses
on security, so we know that working with FNFA
will ensure we aren’t over-stretching our limits or
spreading ourselves too thin.”

“Mistawasis Néhiyawak has benefited by obtaining
loans with FNFA to add much needed resources
towards our path to financial independence” says
Chief Daryl Watson.

Daniels adds that support for the project is high in
the community, as it will create generational wealth
that will be passed down to future generations.
“That's what we're in the business for. It's to take
economic development to the next level to support
our community.”

Left to Right: Robert (Bobby) Daniels - President/CEO Misty

Ventures, Rylan Colwell - CFO HCC, Brennan Miller, Kelly Yaganiski,
Dave Hales HCC Project Manager
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Member Project

We’kogma’'q First Nation: Ensuring
success for future generations

Location: Nova Scotia
Nation: We'kogma'q First Nation
Started: Spring, 2021 Completed: Fall, 2022

Levi Nicholas is loading head-off gutted fish on to the Baader fillet machine.
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With a retention rate of 90 per cent for
community members, We'kogma'q First
Nation is a community on the rise.

Located 115 kilometres south of
Industrial Cape Breton in Nova Scotia
and nestled between Bras D'or Lake
and Skye Mountain, over 1,000 people
call the picturesque First Nation

home. But, as the Mi'kmaw community
continues to grow and prosper,
prioritizing community, economic and
social development has become of key
importance for Chief Annie Bernard-
Daisley and We'kogma’'g Council.

“We need to invest in future generations
by creating self-generated revenue, and
ensuring the community can sustain
itself both economically and socially

for years to come,” explains Chief
Bernard-Daisley. “As we drive revenue,
we also realize we will need to support
opportunities for our members to not
only work, but live in their community.”

To that end, We'kogma’'q First Nation
partnered with First Nations Finance

DECENT WORK AND

NO
1 POVERTY ECONOMIC GROWTH
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Authority (FNFA) to secure a $23 million loan to
finance two key projects in the community.

Seventeen million dollars was directed to purchasing
snow crab licenses, which have created self-
generated income and employment opportunities

in We'kogma’q. The licenses—which permit catching
in area 12F off the coast of Cheticamp, Nova
Scotia—enable community members to harvest
approximately 300,000 pounds of snow crab. The
revenues from the sale of these crabs are then
reinvested into the local community.

“Funds are used to support social programming

for members like housing developments, land
purchases, employment and training, and additional
social programming offered by the Band,” says Chief
Bernard-Daisley. “It's a positive feeling to know

that we're able to provide long-term revenue for
We'kogma'q while also employing our members in
the local area.”

The additional $6 million from FNFA was used to
purchase housing lots that have so far resulted in

the construction of 40 affordable housing units in
We'kogma'qg. A partnership between the We'kogma’'q
Housing Department, Chief and Council, and
community-based contracting companies, the new
homes are ensuring members can not only live, but
thrive in We'kogma'q.

“Members are already witnessing the growth in the
community and are pleased about it,” says Chief
Bernard-Daisley. “They're excited for the possibilities
that the future holds.”

She adds that FNFA has been a major player in the
First Nation’s ability to make headway towards its
five-year strategic plan, which focuses on five key

priorities: supporting youth, well-being, Elders and
the local economy, as well as nurturing mutually-
beneficial strategic partnerships.

“Having an organization like FNFA gives We'kogma'qg
hope there are financiers and partners out there
willing to work with First Nation communities to help
make their dreams become a reality. In addition to
sharing capital dollars, FNFA have skilled, friendly
staff who have guided us through this process.”

“We know that FNFA trusts in the larger vision First
Nation communities have for themselves. We believe
that through collaboration and the sharing of skills
and experiences that we can work to improve our
Nation for future generations.”

Guy Marshall and supervisor, Kelly Bright are cleaning trout

after it comes from the heading and gutting machine.
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Member and Investor Protection

Borrowing Pool Credit Quality

Revenue streams pledged by borrowing
members flow directly from the source (77%
federal/provincial contracts) to FNFA

Pledged revenues cover over 2.14x annual loan
principal and interest payments (DCR) and 4.14x
interest payments (ICR); ICR has exceeded 4x
since 2014 (year of first debenture)

Unanimous Board approval required for each
member loan request

Minimum DCR are set and used to calculate
borrowing capacity

Annual review of each borrowing member as to
debt coverage ratio, and continuing strength
of their revenue streams.

Substitution of a non-performing
revenue stream

A member must substitute a performing revenue
stream for a non-performing stream

FNFA intercepts approximately $236 million out
of $1.9 billion of our members’ revenues
available for loan service. This intercept level
retains our desired debt coverage ratio.

Capital of FNFA to Support
Loan Obligations

Debt Reserve Fund (DRF): FNFA withholds 5% on
every loan for member default protection

The DRF balance can service interest
payments for 21 months

This 5% plus earnings is returned to
the member after the final loan
repayment

Credit Enhancement Fund (CEF) is secondary
capital support for the DRF of $53.2 Million
deposited with FNFA under agreement

with the Federal government. FNFA has
experienced continued support from the Federal

government through increasing the balance of
the CEF as FNFA's loan portfolio grows.

Contingency Fund (CF) of $33.7 Million was
established in 2021/22 under agreement with
the Federal government. The purpose is to
support current borrowing members loan
payments in the event of widespread economic
shock (i.e. pandemic or other government
mandated closures), protecting

debenture holders.

Sinking Funds (SF) are established for each
debenture issuance. The monthly principal
payments made by members’ in the portfolio are
held in the sinking fund until debenture maturity.
The Sinking Fund is $160.3 Million at

March 31, 2023.

Legislative Protection
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First Nations must be certified by FMB prior to
becoming borrowing members

Intervention powers to take over the financial
functions of Chief and Council in the event

of loan default or imminent default of a
borrowing member, leading to full access to the
$1.9 billion in own source revenues.

DRF and SF must be established as
described above

FNFA has never had a member default on a
loan or needed to enact any of the funds or

powers noted.




5-Year Recap: Liquidity
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Meet Our Team

Our people are at the heart of what we do at FNFA, and they help our member Nations realize their dreams.

Meet the team you'll be collaborating with at FNFA:

Ernie Daniels cpa, cGa,
CAFM
President and CEO

Ernie Daniels is President and CEO of the First
Nations Finance Authority. He is also a CPA-CGA and
a Certified Aboriginal Financial Manager (CAFM) who
hails from the Salt River First Nation near Fort Smith in
the Northwest Territories.

Ernie has worked for Indigenous not-for-profit
organizations in various leadership and management
positions. He has served on numerous boards and
committees, including: the Canadian Institute of
Chartered Accountants (CICA) Research Study Group
looking at financial reporting by First Nations; Chair
of the NWT Legislative Assembly Society; Vice-

Chair of the NWT Development Corporation; Board
member of the First Nations Financial Management
Board (FMB) as well as Chair of the Audit Committee
and on the Standards, Approvals, and Certification
Committee. He was also recently appointed to the
Board of the Bank of Canada becoming the 1st First
Nations Director to sit on the Board.

Board Chair, Chief Warren Tabobondung, laughing with
CEO and President, Ernie Daniels.

Steve Berna cpra, ca
Chief Operating Officer

As the Chief Operating Officer, Steve Berna manages
the loan programs (debenture issuances, Interim
Financing Program), the investments of FNFA, as

well as the relationships with the bondholders, rating
agencies and the banking syndicate.

Steve moved from Victoria, BC, in 2008 to help
develop FNFA's operating policies, and the Other
Revenues Regulations. Prior to commencing work at
FNFA, Steve was the CEO of the Municipal Finance
Authority of BC. Steve received his accounting
designation as an employee of KPMG. Upon the
request of the World Bank, Steve has developed
and presented the beneficial concepts of pooled
borrowing models for developing countries. He
has also taught courses in finance at colleges in the
Vancouver area.

FNFA staff at 2022 AGM held in Enoch Cree Nation, AB.
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EXECUTIVE SUPPORT

Bobbi Setter
Senior Executive Assistant

BUSINESS DEVELOPMENT

Jody Anderson, CAPA

Director of Business Development

Donna St. Louis, BA, PBD
Business Development Manager,
Western Canada & NWT

Nadia Robertson
Business Development Manager,

Eastern Canada (Bilingual)

lan Bear
Business Development Manager,

Prairie Region

MEMBER SERVICES

Jo-Ann Derrickson

Director of Member Services

Sybil Campbell
Member Services Coordinator

Jerrett Lafontaine

Member Services Coordinator

Patricia Debassige, CAPA

Member Services Coordinator
(Bilingual)

FINANCE

Rachel McAllister, cpa, cA
Chief Financial Officer

James Byra, CPA

Financial Controller

Sarah Nieberle, crPa

Financial Analyst

Scott Mazurkewich, BCOMM

Financial Analyst

Shelley Mills

Finance & Account Coordinator

BUSINESS ANALYST

Don Morin

Senior Business Analyst

INFORMATION TECHNOLOGY

Stephen Blancher
IT Manager

Nora Waldenberger
IT Systems/Network Administrator

COMMUNICATIONS

Naomi Mison, BA

Communications Manager

Brianna Wilson

Social Media and Marketing
Coordinator

FNFA received the Indigenous Business of the Year award at the Kelowna Chamber

of Commerce Business Excellence Awards in Kelowna, BC.
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Fvents, Community Engagement
and Achievements

FNFA is about more than just providing competitive loans and investment
opportunities to our members—we have a wealth of knowledge and we're

sharing it globally. We're also proud to say that we're being recognized

for the positive work we do.

Funding Sustainability in
Canada’s First Nations

In 2022, Chief Operating Officer Steve Berna spoke in-depth to the Institute
of Chartered Accountants in England and Wales (ICAEW)-the global
professional body for chartered accountants—for an article about funding
sustainability in Canada’s First Nations. The article followed FNFA's Finance
for the Future Award win in October 2022—an international event run in
partnership between ICAEW, Deloitte and A4S. The awards celebrate
organizations and individuals that support the integration of sustainability

into financial decision making. FNFA won in the Moving Financial Markets
category, which recognizes small and medium-sized funds, projects

and initiatives that have investment activities, products and services

that demonstrate ambition to build a more sustainable financial system.
FNFA was further recognized for financing projects that have meaningful
environmental, social and governance (ESG) impacts.

e ——— e ——

First.Nations, inance Authority, Annual Report 2022/2023
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First Nations Leading the
Way Conference

FNFA, along with the other FMA institutions, the First
Nations Financial Management Board (FMB), the
First Nations Tax Commission (FNTC), and the Lands
Advisory Board (LAB) presented the fifth annual

First Nations Leading the Way forum in Winnipeg,
Manitoba from October 14-16, 2022.

The two and a half-day hybrid event featured
keynote speakers, presentations and panel
discussions to educate and inform about the
forum’s theme: economic resilience and innovation.
Attendees heard first-hand about the achievements
First Nation governments have witnessed in using
First Nation-led agreements and legislation to
improve their economies.

30 Annual Report 2022/2023

Grand Chief Jerry Daniels from Southern Chiefs
Organization and Grand Chief Garrison Settee from
Manitoba Keewatinowi Okimakanak welcomed
delegates, while Manitoba Premier Heather Stefanson
also attended and provided opening remarks.
Forum presenters included Manny Jules (Chief
Commissioner, First Nations Tax Commission),
Harold Calla (Executive Chair, First Nations Financial
Management Board), Ernie Daniels (President &
CEO, First Nations Finance Authority), Robert Louie
(Chairman, First Nations Lands Advisory Board),
Chief Gordon Bluesky (Brokenhead Ojibway Nation),
Angie Derrickson (Manager, Training, Mentorship &
Professional Development, LABRC) and Dr. Andre
LeDressay (Tulo Center of Indigenous Economics),
among others.
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Monetization

In March 2023, FNFA sent a delegation to Ottawa comprised of staff,
borrowing members and staff from Quinn Public Affairs to advocate for
the adoption of Monetization, which leverages the capital markets to
provide funding to qualifying First Nations to finance their infrastructure
projects. The delegation met with members of all political parties,
including Liberals, Conservatives, NDP and the Bloc Québécois to
recommend a new approach in the upcoming federal budget so that
First Nations can begin to bridge the infrastructure gap now. While our
ask was not granted, Canada is falling far short of its pledge and fiduciary
obligation to improve the living conditions of First Nations and close the
infrastructure gap with the rest of Canada by 2030, and we will not rest

until progress is made towards these goals.

Business Awards

The year closed out positively with recognition from the Kelowna

Chamber of Commerce Business Excellence Awards. FNFA received the
Indigenous Business of the Year award at a gala attended by numerous Podcast
staff members. Our COOQ, Steve, accepted the award on behalf of

. : Other notable achievements over
the organization. The Business Excellence Awards have celebrated

the last year include the launch

outstanding business and organizational success in Kelowna since 1987. - ]
of our exciting podcast series,

FNFA was one of three finalists in the Indigenous Business of the Year ) )
Let’s Bond, which discusses how

category, amongst 14 nominations. . R )
member-led financing is helping

In February, FNFA was further recognized as Indigenous Business of communities build their own
the Year at the Greater Westside Board of Trade Key Business Awards. futures on their own terms.
Sponsored by Westbank First Nation, the award recognizes businesses
that exemplify entrepreneurship and demonstrate outstanding
contribution to the ideals and vision of Indigenous people.

Board of the Bank of Canada

In 2023, Ernie was appointed to the Board of the Bank of Canada,
becoming the Crown corporation’s inaugural First Nations Director.

Annual Report 2022/2023 | First Nations Finance Authority


https://www.buzzsprout.com/2048763

Audited Financial Statements

Statement of Management Responsibility

The financial statements of First Nations Finance Authority (“FNFA") for
the year ended March 31, 2023, have been prepared by management in
accordance with Canadian public sector accounting standards (“PSAS").
The integrity and objectivity of these statements are management’s
responsibility. Management is also responsible for all the statements and
schedules, and for ensuring that this information is consistent, where
appropriate, with the information contained in the financial statements.

Management is also responsible for implementing and maintaining a
system of internal controls to provide reasonable assurance that reliable
financial information is produced.

The Board of Directors is responsible for ensuring that management
fulfills its responsibilities for financial reporting and internal control and
exercises this responsibility through the Audit Committee. The Audit
Committee meets with management no fewer than four times a year and
the external auditors a minimum of two times a year.

The external auditors, KPMG LLP, conduct an independent examination,
in accordance with Canadian generally accepted auditing standards,

and express their opinion on the financial statements. Their examination
considers internal control relevant to management'’s preparation and

fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances for the purpose

of expressing an opinion on the financial statements, but not for the
purposes of expressing an opinion on the effectiveness of FNFA's internal
control. The external auditors have full and free access to the Audit
Committee.

On behalf of First Nations Finance Authority

Ernie Daniels - President & CEO
June 5,2023

First Nations Finance Authority

Annual Report 2022/2023
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KPMG LLP Tel 250-979-7150
200 - 3200 Richter Street  Fax 250-763-0044
Kelowna BC, V1W 5K9 www.kpmg.ca

INDEPENDENT AUDITOR’S REPORT

To the Members of First Nations Finance Authority

Opinion
We have audited the financial statements of First Nations Finance Authority (“FNFA"), which comprise:

* the statement of financial position as at March 31, 2023

e the statement of operations and accumulated surplus for the year then ended

e the statement of changes in net financial assets for the year then ended

e the statement of cash flows for the year then ended

e the statement of remeasurement gains and losses for the year then ended

* and notes to the financial statements, including a summary of significant accounting policies (Hereinafter

referred to as the "financial statements”).

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position
of FNFA as at March 31, 2023, and its results of operations, its changes in net financial assets, its cash flows and its
remeasurement gains and losses for the year then ended in accordance with Canadian public sector accounting
standards.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities
under those standards are further described in the "Auditor’s Responsibilities for the Audit of the Financial
Statements” section of our auditor’s report.

We are independent of FNFA in accordance with the ethical requirements that are relevant to our audit of the
financial statements in Canada and we have fulfilled our other ethical responsibilities in accordance with these
requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Responsibilities of Management and Those Charged With Governance for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in accordance
with Canadian public sector accounting standards, and for such internal control as management determines is

necessary to enable the preparation of financial statements that are free from material misstatement, whether due
to fraud or error.

In preparing the financial statements, management is responsible for assessing FNFA's ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis
of accounting unless management either intends to liquidate FNFA or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing FNFA's financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
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Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in accordance

with Canadian generally accepted auditing standards will always detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they

could reasonably be expected to influence the economic decisions of users taken on the basis of the financial

statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional

judgment and maintain professional skepticism throughout the audit.

We

also:

Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion.

The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
FNFA's internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

Conclude on the appropriateness of management's use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on FNFA's ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures
in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor’s report. However, future events or
conditions may cause FNFA's to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the financial statements, including the disclosures,
and whether the financial statements represent the underlying transactions and events in a manner that
achieves fair presentation.

Communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that
we identify during our audit.

Kbt 1t

Chartered Professional Accountants
June 5,2023
Kelowna, Canada
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Statement of Financial Position
March 31, 2023 with comparative figures for 2022
(in thousands)

2023 2022
Financial Assets
Cash and cash equivalents $224,730 $405,117
Debt Reserve Funds’ investments (note 2(a)) 101,096 86,795
Sinking Funds’ investments (note 3) 160,313 110,870
Loans to members (note 4) 1,676,518 1,540,542
Restricted cash and cash equivalents: (note 5)
Funds held due to members 62,686 19,834
Principal and interest payments received in advance 19,157 40,046
Other 324 324
2,244,824 2,203,528
Liabilities
Accounts payable and accrued liabilities 895 878
Accrued interest payable 12,728 12,728
Deferred contributions (note 13) 1,095 -
Due to members (note 2(b)) 101,096 86,795
Funds held due to members 62,686 19,834
Principal and interest payments received in advance 19,157 40,046
Short-term indebtedness (note 6) 400,000 400,000
Debentures: (note 7)
Principal 1,626,000 1,626,000
Unamortized premiums and discounts, net 9,529 12,006
Unamoritized debenture issuance costs (6,963) (8,354)
2,226,223 2,189,933
Net Financial Assets 18,601 13,595
Non-Financial Assets
Credit Enhancement Fund (note 8) 53,163 53,163
Contingency Fund (note 9) 33,665 32,550
Capital assets (note 10) 1,645 1,986
Prepaid expenses 1,332 494
89,805 88,193
Commitments and contingencies (note 11)
Accumulated surplus $108,406 $101,788
Accumulated surplus is comprised of:
Accumulated surplus (note 12) $108,132 $101,690
Accumulated remeasurement gains 274 98
$108,406 $101,788

See accompanying notes to the financial statements.

On Behalf of the Board:
N

Chief Warren Tabobondung - Chair

@—_

Ernie Daniels - President & CEO
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Statement of Operations and Accumulated Surplus
Year ended March 31, 2023 with comparative figures for 2022
(in thousands)

2023 Budget 2023 2022
(note 1(9))
Revenue
Grants and contributions: (note 13)
Funding and grant arrangements $1,801 $3,343 $4,810
Deferred contributions - (1,095) -
Interest from loan programs 56,832 58,899 38,796
Debenture issuance premium amortization 2,872 2,872 2,888
Investment 4,806 7,549 2,981
Management fees 947 2,279 811
Other 23 178 132
67,281 74,025 50,418
Expenses (note 1 (h))
Interest on financing 51,652 54,092 34,397
Debenture issuance discount amortization 413 395 357
Debenture issuance costs amortization 1,502 1,391 1,177
Financing fees 1,597 1,532 1,220
Professional fees 718 564 840
Travel and workshops 639 969 211
Salaries and benefits 3,658 3,149 3,084
Operations and management 614 710 524
Investment revenue due to members 3,295 4,261 2,312
Amortization of capital assets 355 520 166
64,443 67,583 44,288
Operating surplus $2,838 $6,442 $6,130
Credit Enhancement Fund contribution (note 8) - - 7,663
Contingency Fund contribution (note 9) - - 32,489
Net realized remeasurement gains - - 686
Surplus 2,838 6,442 46,968
Accumulated surplus, beginning of year 93,789 101,690 54,722
Accumulated surplus, end of year $96,627 $108,132 $101,690

See accompanying notes to the financial statements.
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Statement of Changes in Net Financial Assets
Year ended March 31, 2023 with comparative figures for 2022
(in thousands)

2023 Budget 2023 2022
(note 1(9))
Surplus $2,838 $6,442 $46,968
Changes to non-financial assets
Credit Enhancement Fund contributions - - (7,663)
Contingency Fund contributions - (1,115) (32,550)
Acquisition of capital assets - (179) (1,105)
Amortization of capital assets 355 520 (166)
355 (774) (41,152)
Net change in prepaid expenses - (838) (152)
355 (1,612) (41,304)
Net remeasurement gains - 176 18
Increase in net financial assets 3,193 5,006 5,682
Net financial assets, beginning of year 13,595 13,595 7,913
Net financial assets, end of year $16,788 $18,601 $13,595
See accompanying notes to the financial statements.
Statement of Remeasurement Gains and Losses
Year ended March 31, 2023 with comparative figures for 2022
(in thousands)
2023 2022
Accumulated remeasurement gains, beginning of year $98 $80
Net remeasurement gains realized and reclassified to the
statement of operations from:
Derivative contracts 687
Unrealized gains (losses) generated and reclassified
during the year from:
Deravative contracts 176 (669)
Net measurement gains 176 18
Accumulated remeasurement gains, end of year $274 $98

See accompanying notes to the financial statements.
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Statement of Cash Flows
Year ended March 31, 2023 with comparative figures for 2022
(in thousands)

2023 2022
Cash provided by (used in):
Operating transactions:

Operating surplus $6,442 $6,130

Debenture issuance premium amortization (2,872) (2,888)

Debenture issuance discount amortization 395 357

Debenture issuance costs amortization 1,391 1,177

Amortization of capital assets 520 166

Net realized remeasurement gains - 686

Net change in non-cash assets and liabilities 274 3,600

6,150 9,228

Investing transactions:
Acquisition of investments (64,859) (56,012)
Increase in amounts due to members 14,301 18,260
Net increase in restricted cash and cash equivalents (21,963) (29,425)
Increase in funds held due to members 42,852 3,245
Increase (decrease) in principal and interest payments received in advance (20,889) 26,180
(50,558) (37,752)

Financing transactions:

Loans to members issued (183,781) (345,001)

Repayment of loans to members 47,981 39,271

Debenture issued, principal - 354,000

Premium (discount) on debenture issuance - (414)

Debenture issuance costs - (2,372)

Proceeds from short-term indebtedness - 400,000

Repayment of short-term indebtedness - (31,294)

(135,800) 414,191
Capital transactions:

Purchase of capital assets (179) (1,105)
Increase (decrease) in cash and cash equivalents (180,387) 384,562
Cash and cash equivalents, beginning of year 405,117 20,555
Cash and cash equivalents, end of year $224,730 $405,117
Supplemental cash flow information:

Interest paid $54,737 $31,081

Credit Enhancement Fund contribution - 7,663

Contingency Fund contribution - 32,489

See accompanying notes to the financial statements.
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Notes to Financial Statements
Year ended March 31, 2023
(all tabular figures reported in thousands of dollars)

First Nations Finance Authority (“FNFA") was created on April 1, 2006 as a result of Bill C20 and operates under
the First Nations Fiscal Management Act (the "Act”) as a not for profit corporation without share capital to develop
borrowing capacity for First Nations governments and to provide investment pooling arrangements for its
investing members. FNFA is exempt from income taxes pursuant to Section 149 (1)(c) and 149 (1)(d.5) of the
Income Tax Act (Canada).

1. Significant accounting policies:

The financial statements of FNFA have been prepared by management in accordance with Canadian Public
Sector Accounting Standards, applying the following significant accounting policies.

(a) Basis of presentation:

These financial statements reflect the assets, liabilities, revenues, and expenses of FNFA's Operating,
Credit Enhancement, Contingency, Sinking, and Debt Reserve Funds. All transactions and balances
between the funds have been eliminated upon combination. Descriptions of FNFA's funds are as follows:

Operating Fund:

FNFA's Operating Fund includes revenue and expenses for all aspects of operations, including corporate
administration and finance.

Credit Enhancement Fund:

Under the Act, FNFA is required to establish a Credit Enhancement Fund for the enhancement of FNFA's
credit rating.

Contingency Fund:

Created through an agreement with Crown-Indigenous Relations and Northern Affairs Canada
("CIRNAC"), the Contingency Fund provides support for FNFA's borrowing members encountering
difficulties through global pandemics or other widespread adverse economic events.

Sinking Funds:

Under the Act, FNFA is required to establish Sinking Funds to fulfill its repayment obligations to the
holders of each debenture security issued by FNFA. Sinking Fund payments are required as a condition of
loan agreements with members and are invested by FNFA and occur based upon the frequency of FNFA
intercepting the revenues supporting the loans. Sinking Funds are not required for interim financing loans
to members.

Debt Reserve Funds:

Under the Act, FNFA is required to establish Debt Reserve Funds. FNFA withholds 5% of the loan amount
requested under a member’s borrowing law. If at any time, FNFA lacks sufficient funds to meet the
principal, interest or Sinking Fund payments due on its obligations because of a default in payment by
the payor of the intercepted revenue stream or from a borrowing member using its own source business
revenues, FNFA can utilize the Debt Reserve Funds to satisfy these obligations. Upon extinguishment of a
member’s loan, the Debt Reserve Fund contributed by the member and net earnings on investment of the
Fund are repaid to the member. The Debt Reserve Fund terms do not provide for an accumulated surplus
or deficit.

FNFA follows the accrual method of accounting for revenues and expenses. Revenues are recognized in the
year in which they are earned and measurable (note 1(b)). Expenses are recognized as they are incurred and
measurable as a result of receipt of goods or services and/or the creation of a legal obligation to pay.
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Notes to Financial Statements (cont.)
Year ended March 31, 2023
(all tabular figures reported in thousands of dollars)

(b)

Revenue recognition:

Transfers from governments are recognized as revenue in the period in which events giving rise to the
transfer occur, providing the transfers are authorized, any eligibility criteria have been met and reasonable
estimates of the amounts can be made. Transfers which include stipulations that give rise to an obligation
are recognized as revenue in the period the stipulations giving rise to the obligation have been met.
Transfers from governments which FNFA collects as an agent on behalf of its members are recorded on a
net basis.

Interest from loan programs with members is recorded as revenue in accordance with FNFA's loan
agreements with its members. Investment, management fees, and other revenue is recorded as revenue
in the period earned.

Cash and cash equivalents:

Cash and cash equivalents include cash and investments in highly liquid money market funds, with a term
to maturity of 90 days or less and are readily convertible to cash.

Financial instruments:

Financial instruments are initially classified upon initial recognition as a fair value or an amortized cost
instrument. The fair value category includes investments in equity instruments that are quoted in an active
market, freestanding derivative instruments that are not in a qualifying hedging relationship and any
other items elected by FNFA to be recorded at fair value. All other financial instruments, including cash
and cash equivalents, government and corporate bonds, short-term indebtedness, and debentures are
recorded at amortized cost. Corporate bonds held by FNFA are chartered bank investments as consistent
with investment requirements under the Act. Transaction costs directly attributable to the acquisition or
issuance of a financial instrument are added to the amortized cost or expensed if related to instruments
recorded on a fair value basis. The effective interest rate method is used to measure interest for financial
instruments recorded at amortized cost.

All financial assets are assessed for impairment on an annual basis. When a decline is determined to be
other than temporary, the amount of the loss, calculated as the excess of the net recoverable amount of
the asset and its carrying value, is reported in the statement of operations. Any unrealized gain or loss for
financial assets or liabilities measured at fair value is recorded through the statement of remeasurement
gains and losses. When the asset is sold, the unrealized gains and losses previously recognized in the
statement of remeasurement gains and losses are reversed, and the realized gain or loss is recognized in
the statement of operations.

Capital assets:

Capital assets are recorded at cost, net of accumulated amortization. Contributed capital assets are
recorded at fair value at the date of contribution and are also recorded as revenue. When management
determines that an asset no longer contributes to FNFA's operations, the asset’s net book value is written
down to its net realizable value. Amortization is provided over the asset’s estimated useful life at the
following bases and annual rates, once the asset is available for use:

Asset Basis Rate
Furniture and equipment Declining balance 20%
Computer equipment Declining balance 30-45%
Leashold improvements Straight-line 5-10 years

First Nations Finance Authority | Annual Report 2022/2023 41



42

Notes to Financial Statements (cont.)
Year ended March 31, 2023
(all tabular figures reported in thousands of dollars)

(f) Use of estimates:

The preparation of financial statements requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities
at the date of the financial statements and the reported amounts of revenues and expenses during the
period. Actual results could differ from these estimates. Areas requiring management estimates include
the net recoverable amount and any impairment of financial assets, the fair value of financial liabilities
on issuance, the fair value of derivative instruments and the effective interest rate of financial assets and
liabilities measured at amortized cost. Actual amounts can differ from these estimates.

(g) Budget data:

The budget data presented in these financial statements have been derived from the budget approved
by the Board of Directors on March 17, 2022. The budget is reflected in the statement of operations and
accumulated surplus and the statement of changes in net financial assets.

(h) Segmented disclosure:

A segment is defined as a distinguishable activity or group of activities of a government for which it is
appropriate to separately report financial information to achieve the objectives of the standard. FNFA
has determined that it had only one operating segment for the years presented. Accordingly, segmented
disclosures have not been presented in these financial statements.

2. Debt Reserve Funds:

(a) Investments:

The Debt Reserve Funds' investments are held by FNFA as security for debenture payments to
bondholders and interim financing providers. If, at any time, FNFA does not have sufficient funds to
meet payments or Sinking Fund contributions due on its obligations, the payments or Sinking Fund
contributions will be made from the Debt Reserve Funds.

The Debt Reserve Funds' assets, as at March 31, 2023, consist of the following:

2023 2022

Cash and cash equivalents $65,609 $72,004
Government and corporate bonds 35,487 14,791
$101,096 $86,795

Government and corporate bonds include bonds with maturities from June 2031 to December 2033, with
coupon rates from 2.05% to 5.85% and have a total principal of $35.0 million (2022 - $15.0 million). The
market value as at March 31, 2023 was approximately $34.0 million.

(b) Due to members:

Amounts due to members in the Debt Reserve Funds will be repaid to a member when the member has
satisfied all obligations related to the applicable loan agreement. The balance owing to members as

at March 31,2023, is due upon extinguishment of the underlying loan, consistent with the term of the
financing agreements.

3. Sinking Funds:

The Sinking Funds' assets are held to fulfill the repayment obligations of the debentures. The Sinking Funds
may only be invested in securities, investments or deposits specified under the Act.
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Notes to Financial Statements (cont.)
Year ended March 31, 2023
(all tabular figures reported in thousands of dollars)

The Sinking Funds’ assets, as at March 31, 2023 consist of the following:

2023 2022

Cash and cash equivalents $15,499 $69,448
Guaranteed investment certificates 65,800 -
Government and corporate bonds 79,014 41,422
$160,313 $110,870

Guaranteed investment certificates include certificates with maturities from October 2023 to March 2032, with

interest rates from 4.40% to 5.70%.

Government and corporate bonds include bonds with maturities from March 2024 to December 2032, with
coupon rates from 1.25% to 6.65% and have a total principal of $76.8 million (2022 - $36.9 million). The market

value as at March 31,2023 was approximately $75.8 million.

The Sinking Funds’ investment portfolio includes FNFA issued bonds. At March 31, 2023, the book value of
these investments was $19.0 million (2022 - $5.6 million) and related investment income during the year was

$0.9 million (2022 - $0.2 million).

4. Loansto members:

2023 2022

Debenture financing loans $1,468,912 $1,516,892
Interim financing loans 207,332 23,552
1,676,244 1,540,444

Unrealized gain on derivative contracts 274 98
$1,676,518 $1,540,542

The aggregate maturity of loans to members as at March 31, 2023, are as follows:

2024 $252,204
2025 44,872
2026 44,872
2027 44,872
2028 44,872
Thereafter 1,244,552

$1,676,244

(a) Debenture financing loans:

Debenture financing loans to members consists of loans to eighty (2022 - eighty) borrowing members.

The loans, documented by way of a promissory note, are repayable in annual principal payments to
maturity, with interest payable semi-annually at 1.90% to 3.79%.

(b) Interim financing

Interim financing loans as at March 31, 2023, consists of loans to twenty-one (2022 - nine) borrowing
members, bearing interest at a floating rate of 2.40% to 6.00%, payable monthly. Loans to nineteen
borrowing members are due on the earlier of demand or the date upon which FNFA issues debentures

to replace the interim financing provided to the First Nation. The interim financing loans have been
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Notes to Financial Statements (cont.)
Year ended March 31, 2023
(all tabular figures reported in thousands of dollars)

issued by FNFA in anticipation of a debenture issuance. Loans to two borrowing members are long-term
financing arrangements due in June 2028. The remaining interim financing loans will be replaced by
long-term financing agreements upon the issuance of such securities and the earlier of five years from the
date of the issuance of the interim financing or the completion by the member of the purpose, as defined
in their borrowing agreement, for the financing.

(c) Secured Revenues Trust Account:

FNFA determines which of the member's revenue streams are to be intercepted. These revenues are
intercepted directly from the payor and are specified in the member’s Borrowing Law. Each revenue
stream must maintain a minimum debt service coverage ratio. These intercepted revenues cover both
interest and principal payments and are deposited by the payor into a Secured Revenues Trust Account
("SRTA"), as governed by a Secured Revenues Trust Account Management Agreement between the
member and FNFA. As directed by FNFA, the following amounts are withdrawn from the SRTA:

e Scheduled principal and interest payments to FNFA in accordance with the terms and timing
outlined in the respective promissory notes and borrowing agreements; and

e The excess in the SRTA may be paid to the member based on the terms of their respective
promissory note or borrowing agreement.

(d) Loan impairment:

FNFA conducts periodic evaluations of its loans to members to determine if the loans are impaired. No
impairment provision has been recorded to March 31,2023 (2022 - $nil). A reduction in the carrying
value of a loan may be recovered by a transfer from the applicable Debt Reserve Fund and, ultimately,
intervention with the First Nations Financial Management Board on eligible revenue streams if it is
believed that payments under the loan agreements may not be recovered within a reasonable period

of time.

5. Restricted cash and cash equivalents:

2023 2022

Funds held due to member $62,686 $19,834
Principal and interest payments received in advance 19,157 40,046
Members capital (note 12(b)) 324 324
$82,167 $60,204

Short-term indebtedness:

In September 2021, FNFA launched its Commercial Paper Program to support its interim financing loans to
members. FNFA can issue commercial paper up to a maximum aggregate amount of $400 million, which
is fully backed by a revolving credit facility. Outstanding commercial paper at March 31, 2023 of $400
million (2022 - $400 million) had an average interest rate of 4.70% (2022 - 0.63%). The present value of the
commercial paper at issuance was not significantly different than its principal amount.

The revolving credit facility terms were amended in the fiscal year to include refinancing loans to members
initially financed under the commercial paper program established by FNFA to act as a backstop to the
Commercial Paper Program. The revolving credit facility continues to be available to FNFA through the
issuance of bankers’ acceptance notes or the issuance of loans bearing interest calculated in relation to

the lender’s prime. The aggregate of $400 million outstanding between the revolving credit facility and the
Commercial Paper Program may not be exceeded. The outstanding balance of the credit facility at March 31,
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Notes to Financial Statements (cont.)
Year ended March 31, 2023
(all tabular figures reported in thousands of dollars)

2023 was $nil (2022 - $nil). Amounts borrowed under the revolving credit facility are due the earlier of the
terms of FNFA's interim financing loans to members (note 4(b)) and October 9, 2024.

7. Debentures:

Debentures consist of secured and unsubordinated bonds issued by FNFA. The bonds provide for semi-
annual interest payments at 3.40%, 3.05%, 1.71%, and 2.85% and payment of the principal at maturity on
June 26,2024, June 1, 2028, June 16, 2030, and June 1, 2032 respectively. Debenture discounts or premiums
and debenture issuance costs including bond forward fees are amortized over the debenture term using the
effective interest method. The resulting effective interest rate for the debenture financing is 3.13%, 2.94%,
1.66%, and 2.94% respectively.

The maturity of debenture financing as at March 31, 2023, is as follows:

2024 $251,000
2028 427,000
2030 594,000
2032 354,000

$1,626,000

8. Credit Enhancement Fund:

The Credit Enhancement Fund was established under the Act and funded through several deposits from
CIRNAC. Funds included in the Credit Enhancement Fund may be invested only in securities, investments

or deposits specified under the Act. Investment income from the Credit Enhancement Fund may be used to
temporarily offset shortfalls in the Debt Reserve Funds, to defray FNFA's costs of operation, and for any other
purpose prescribed by regulation. The capital of the Credit Enhancement Fund may be used to temporarily
offset shortfalls in the Debt Reserve Funds and for any other purpose prescribed by regulation. During the
year, no transfers were made to the Debt Reserve Funds.

The Credit Enhancement Fund, as at March 31, 2023 consist of the following:

2023 2022

Cash and cash equivalents $4,200 $14,553
Guaranteed investment certificate 5,000 -
Government and corporate bonds 44,036 31,017
Contribution receivable - 7,663
Due to Operating Fund (73) (72)
$53,163 $53,163

Guaranteed investment certificate is a certificate with a maturity of November 2023, with an interest rate of
5.60%.

Government and corporate bonds include bonds with maturities of June 2030 to June 2033, a coupon rates
of 1.25% to 4.25% and have a total principal of $42.0 million (2022 - $29.0 million). The market value as at
March 31, 2023 was approximately $41.1 million.

9. Contingency Fund:

The Contingency Fund was created and funded in the 2022 fiscal year by contributions of
$32.49 million from CIRNAC. The purpose of the Contingency Fund is to provide repayable financial
support for FNFA's borrowing members encountering difficulties due to COVID-19 pandemic or subsequent
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Notes to Financial Statements (cont.)
Year ended March 31, 2023
(all tabular figures reported in thousands of dollars)

widespread economic shock. The Contingency Fund must be deposited into a Canadian financial institution

that is a member of the Canada Deposit Insurance Corporation. Investment income from the Contingency

Fund may be used for FNFA's operational costs. During the year ended March 31, 2023, no loans from the

Contingency Fund were made to borrowing members.

Fund activity for the year ended March 31, 2023 is as follows:

2023 2022
Balance, beginning of year $32,550 $ -
Contributions - 32,489
Investment income 1,115 61
Loans to borrowing members - -
Balance, end of year $32,665 $32,550
10. Capital assets:
March 31,2023
Furniture and Computer Leasehold Computer
equipment equipment Improvements software Total
Cost:
Balance, beginning of year $208 $167 $1,033 $ 903 $2,311
Additions 7 14 106 52 179
Disposals (2) (49) (4) (309) (364)
Balance, end of year 213 132 1,135 645 2,126
Accumulated amortization:
Balance, beginning of year 63 79 183 - 325
Amortization 29 37 124 - 190
Disposals - (34) - . (34)
Balance, end of year 92 82 307 - 481
Net book value, end of year $121 $50 $ 828 $645 $ 1,645
March 31, 2022
Furniture and Computer Leasehold Computer
equipment equipment Improvements software Total
Cost:
Balance, beginning of year $170 $104 $700 $262 $1,236
Additions 42 89 333 641 1,105
Disposals (4) (26) - B, (30)
Balance, end of year 208 167 1,033 903 2,311
Accumulated amortization:
Balance, beginning of year 34 65 90 - 189
Amortization 30 38 93 - 161
Disposals (1 (24) - - (25)
Balance, end of year 63 79 183 - 325
Net book value, end of year $145 $88 $850 $903 $1,986
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Notes to Financial Statements (cont.)
Year ended March 31, 2023
(all tabular figures reported in thousands of dollars)

Computer software consists of costs incurred for software that is in the development phase. As it was not avail-
able for use as at March 31, 2023, no amortization was recorded to March 31, 2023. Included in amortization
on the statement of operations is a write-down of computer software of $330,000.

11. Commitments and contingent liabilities

(a)

Commitments

FNFA entered into a lease agreement for office space, which expires January 31, 2028 and various office
equipment leases expiring October 2025. Total estimated operating lease commitments to maturity are as

follows:

2024 $253
2025 303
2026 301
2027 298

$1,154

Derivative financial instruments
At March 31, 2023, FNFA had the following outstanding derivative financial instruments:

e Interest rate swap contract with a notional value of $6.6 million whose settlement extends to
June 1, 2035.

e Interest rate swap contract with a notional value of $2.3 million whose settlement extends to
June 18, 2040.

The contracts were entered into as devices to control interest rate risk. They were entered into at the
request of a borrowing member to provide a fixed lending rate for a predetermined period of time,
commencing at the specified future date. At the specified future dates, FNFA will cash settle the derivative
contract with the financial institution, realizing either a receipt of cash or a payment of cash dependent
upon movements in interest rates. The amount of cash received or paid upon contract termination is
calculated using a present value formula at the benchmark yield upon settlement.

Under PSAS, these cash settlements are recorded as either a gain or a loss in the year of contract
termination. FNFA is cash neutral, except for the contract fee, as it recovers or attributes these cash
settlement amounts to its member(s) over the contract term.

FNFA categorizes its fair value measurements for derivative contracts and investments according to

a three-level hierarchy based on the degree to which the inputs to the fair value measurements are
observable and the significance of the inputs to the fair value measurement in its entirety. The three levels
of the fair value hierarchy based on the reliability of inputs are as follows:

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that
are accessible at the measurement date;

Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for
the asset or liability, either directly or indirectly; and

Level 3 inputs are unobservable inputs for the asset or liability.

Government and corporate bonds and derivative contracts are considered level 2 financial instruments.
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Notes to Financial Statements (cont.)
Year ended March 31, 2023
(all tabular figures reported in thousands of dollars)

The unrealized gain on outstanding derivative contracts at March 31, 2023, of $0.27 million (2022 - $0.10
million) has been reflected in the statement of remeasurement gains and losses and in the statement of

financial position as an offset to loans to members.

12. Accumulated surplus

(a) Accumulated surplus consists of the individual fund surpluses and reserves as follows:

2023 2022

Credit Enhancement Fund $53,163 $53,163

Contingency Fund 33,665 32,550
Operating Fund:

Invested in tangible capital assets 1,645 1,986

Unrestricted 19,659 13,991

21,304 15,977

$108,132 $101,690

(b) Members capital:

On April 1,2006, assets and liabilities of FNFA Inc., a predecessor organization which was controlled by
the same Board as FNFA, were transferred to FNFA. FNFA's Board of Directors has resolved by way of a
bylaw that, upon dissolution of FNFA, the total contribution to FNFA of $324,035, being tangible capital
assets and retained earnings of FNFA Inc. on April 1, 2006, shall be first distributed to the public bodies
having an interest in members’ capital. The members’ capital has been recorded as restricted cash and

cash equivalents.

(c) Change in accumulated surplus is calculated as follows

Operating Fund

Credit Invested
Enhancement Contingency in capital
Fund Fund assets Unrestricted Total
Balance, March 31, 2021 $45,500 $ - $1,047 $8,175 $54,722
Annual operating surplus (deficit) 638 61 (166) 5,597 6,130
Contributions 7,663 32,489 - 40,152
Net realized remeasurement loss - - - 686 686
Acquisition of capital assets - - 1,105 (1,105)
Transfers (638) - - 638 -
Balance, March 31, 2022 $3,163 $32,550 $1,986 $13,991  $101,690
Annual operating surplus (deficit) 1,301 1,115 (520) 4,546 6,442
Acquisition of capital assets - - 179 (179)
Transfers (1,301) - - 1,301 -
Balance March 31, 2023 $53,163 $33,665 $1,645 $19,659 $108,132
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13. Grants and contributions:

During the year, FNFA received the following funding arrangements from CIRNAC:

2023 2022

Comprehensive Funding Arrangement $2,343 $4,310
Grant Agreement 1,000 500
Deferred contributions (1,095) -
$2,248 $4,810

CIRNAC provided a Comprehensive Funding Arrangement, for delivery of specific programs, services and

activities as set out in the arrangement. This funding agreement is reviewed annually based on the needs and

the financial results of FNFA.

Under the terms of the Grant Agreement, which is for the purpose of covering costs associated with

FNFA's core business, FNFA is to receive an annual maximum of $1,000,000. This arrangement expires on

March 31, 2024.

14.Financial instruments:

(a) Liquidity risk:

Liquidity risk is the risk that FNFA will not be able to meet its financial obligations as they become due. For

the year ended March 31, 2023, each interim financing loan to members was funded through short-term

indebtedness. FNFA maintains Sinking Funds (note 3) to assist with managing its liquidity risk with respect

to its debenture financing. FNFA monitors the maturity of its financial liabilities and assesses whether

it has sufficient cash to settle these financial obligations when due. FNFA is subject to non-financial

covenants and restrictions in relation to its short-term indebtedness (note 6) and Credit Enhancement

Fund (note 8).

The following table summarizes the remaining contractual maturities of FNFA's financial liabilities:

2023
Greater than

On demand Within 1 year 1 year Total

Non-derivative financial liabilities
Accounts payable and accrued liabilities $ - $895 $ - $895
Accrued interest payable 12,728 - 12,728
Principal and interest received in advance 19,157 - 19,157
Funds held due to members 62,686 - - 62,686
Due to members 101,096 - - 101,096
Short-term indebtedness 400,000 - - 400,000
Debentures - - 1,626,000 1,626,000
$563,782 $32,780 $1,626,000 $2,222,562

First Nations Finance Authority

Annual Report 2022/2023

49



50
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Year ended March 31, 2023
(all tabular figures reported in thousands of dollars)

2022
Greater than

On demand Within 1 year 1 year Total

Non-derivative financial liabilities
Accounts payable and accrued liabilities $ - $878 $ - $878
Accrued interest payable - 12,728 - 12,728
Principal and interest received in advance - 40,046 40,046
Funds held due to members 19,834 - - 19,834
Due to members 86,795 - 86,795
Short-term indebtedness 400,000 - - 400,000
Debentures - - 1,626,000 1,626,000
$506,629 $53,652 $1,626,000 $2,186,281

Credit risk:

Credit risk refers to the risk that the counterparty may default on its contractual obligations resulting in
a financial loss. FNFA holds its cash and cash equivalents, Credit Enhancement and Contingency Fund
assets and investments with federally regulated chartered banks who are insured by the Canadian
Deposit Insurance Corporation.

FNFA's investment policies for its Credit Enhancement Fund, Debt Reserve Funds, and Sinking Funds are
governed by the Act, which specifies eligible investments. FNFA's investment policy for other cash and
investments is monitored by management and the Board, consistent with its mandate.

Credit risk on loans to members is reduced by ensuring that all members must first comply with imposed
financial criteria which define borrowing limits and assess the ability to service new and existing debt.
FNFA conducts periodic evaluations of its loans to members, including monthly reviews of expected
interception of revenues to actual, to determine if the loans are impaired. FNFA has requirements under
its loan agreements that members must pledge other revenues if a revenue stream pledged to FNFA to
service debt is impaired.

Interest rate risk:

Interest rate risk relates to the impact of changes in interest rates on FNFA's future cash inflows from its
investments and loans to member and future cash outflows on its interim financing. FNFA's cash and cash
equivalents, Credit Enhancement and Contingency Fund assets and investments are held in cash, short
term money market instruments, or corporate and government bonds. FNFA is subject to interest rate risk
in regard to its corporate and government bonds (notes 2, 3, and 8).

FNFA is subject to interest rate risk with respect to its short-term indebtedness, which bears interest at
variable rates. FNFA monitors interest rate risk on short-term indebtedness and negotiates interest rates
on interim financing loans to members in relation to these rates.

FNFA periodically enters into derivative financial instruments (note 11(b)) to manage certain interest rate
exposure.

Fair value sensitivity analysis for fixed rate instruments

FNFA does not account for any fixed rate financial assets and liabilities at fair value through profit or loss
therefore a change in interest rates at the reporting date would not affect profit or loss.

A 100 basis point change in interest rates would have a parallel change in annual operating surplus, at the
reporting date, by $57,000 (2022 - $43,000).
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Glossary

Commercial Paper (CP)
Program: Issuance of short-term
promissory notes to support
FNFA's Interim Financing
Program.

Contingency Fund (CF): Federal
Government agreement

to recognize the impact of
widespread economic shock on
borrowing members such as the
pandemic-related government
related closures; the CF can be
borrowed by eligible existing
borrowing members to cover
loan payments to FNFA in the
event of widespread economic
shock.

Credit Enhancement Fund (CEF):

Backup support for the DRF
replenishment in the event it is
used for member defaults. CEF
is under an agreement with the
Federal government.

Crown-Indigenous Relations
and Norther Affairs Canada
(CIRNAC): Arm of the Federal
government dedicated to
renewing the relationship
between Canada and First
Nations, Inuit and Métis.

Debenture Financing (DF)
Program: long-term loan
program with fixed rate,
principal and interest payment
requirements; once loan pool is
built up to a marketable size it is
rolled from interim financing into
debenture financing; rate is fixed
for the term of the debenture (10
years currently).

Debt Reserve Fund (DRF):
Withholding of 5% on each loan
to support loan payments in

the event of a member default;
it is returned with all earnings
to the member upon loan
extinguishment.

Environmental, Social and
Governance (ESG): a set of
standards that socially conscious
investors use to screen potential
investments.

Environmental criteria consider
how an organization performs as
a steward of nature, for example,
a green energy project.

Social criteria examine how

an organization contributes to
society, for example, affordable
housing or clean water.

Governance criteria examines
how an organization contributes
to better leadership and internal
controls, for example.

First Nations Fiscal Management
Act (FNFMA): Federal Act that
FNFA was first established and
operates under.

Interim Financing (IF) Program:
short-term loan program with
floating rate, interest only
payment requirements; used
to build up loan pool ahead

of debenture issuance and/

or finance projects under
construction.

Financing Secured by Other
Revenues Regulation (FSORR):
Regulation developed to expand
FNFA's mandate to allow for
loans to members utilizing other
revenues (under FNFMA, FNFA
could only utilize Property Tax
revenues).

Sinking Fund (SF): Required
for each debenture issuance
under the Act. Principal loan
payments are held in the SF and

invested until debenture maturity.

Earnings on SF go towards
member loan principal balances.
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