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The purpose of this Management Discussion and Analysis (“MD&A”) is to provide the reader with a 

written explanation of Six Nations of the Grand River Development Corporation’s (“SNGRDC”) financial 

position as assessed through the eyes of Senior Management.  Although this type of disclosure is not 

required by any governing law or charter, the Board of Directors and Management feel that sharing this 

level of information is an important step towards demonstrating our commitment to our guiding 

principles, specifically: Openness & Accountability – defined as Transparency and being answerable to 

one’s words and actions/inactions to build a foundation of trust.    

This document is segmented into three sections: (1) Factors of Significance, (2) General Commentary, and 

(3) Project Status Reports.  

Embedded within the document are frequent references to the corporations’ sole shareholder - Six 

Nations Elected Council (“SNEC”); there are also several restatements and/or references to the March 31, 

2016 Consolidated Financial Statements (“CFS”) prepared by KPMG LLP.  

Note: ‘current year’ refers to 2015/16 fiscal year whereas ‘future year’ shall mean 2016/17 fiscal year. 

1. FACTORS OF SIGNIFICANCE 

The following factors have been identified by Management as matters of significance that are not 

immediately evident in the March 31, 2016 CFS:  

a) Accounting Framework (NPO, Part III) 

SNGRDC is designed as a community development corporation that generates profits for the express 

purpose of investing in the future needs of the community. SNGRDC corporate architecture (see Fig. 1, 

pg. 11) illustrates how Cash Distributions occur utilizing a Master Trust entity to flow funds to the 

Economic Development Trust. The Economic Development Trust’s Board of Trustees invest these funds in 

community projects that qualify under the Trust Distribution guidelines.   

Typically, ‘for-profit’ corporations are heavily focused on growing shareholder value, whereas not-for-

profit entities focus on creating value for a specific mission or community cause. When viewed 

holistically, the efforts of the SNGRDC Group are not-for-profit orientated. Given this orientation, KPMG 

LLP determined that not-for-profit (Part III) accounting framework was most appropriate for SNGRDC 

(refer to the CFS pg. 8 for further discussion re: accounting policies). 
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b) Distinct operating streams/ holdings 

SNGRDC engages in two (2) distinct streams of economic development activity. These streams are 

identified as Nation Enterprises and Economic Interests (see Fig 1, pg. 11)  

i) Nation Enterprises 

Nation Enterprises include economic development activity and operations taking place in and on Six 

Nations land(s). These activities require no special tax planning structure to limit exposure to 

corporate tax as the income produced is exempt by virtue of being located on-reserve (example: Six 

Nations Bingo). 

ii) Economic Interests 

These investments or activities, take place largely outside of Six Nations land(s). These holdings are 

generally held by our Master Trust and subsidiaries which provides insulation against exposure to 

corporate tax based on the beneficiaries’ right to tax exemption. Generally speaking, the final 

determining factor of how an asset is held is based on the geographic location of the project, the 

business activities, and the treatment of the asset as prescribed within the Income Tax Act (example 

– Grand Renewable Wind LP).  

c)  Tax strategy 

The basic tenet of our tax planning is that SNGRDC is a Band empowered entity performing a function of 

government – this function being Economic Development. The following considerations reinforce our 

position:     

i) Master Trust 

SNGRDC utilizes a Master Trust vehicle to control and manage community interests in 

Community Benefit Agreements (“CBA’s”). The Master Trust is organized as an entity within the 

governance umbrella to ensure all holdings and interests are managed transparently, comply 

with CBA’s, and align with our overall tax strategy. Ultimately, community benefit proceeds are 

transferred from the Master Trust to the Economic Development Trust annually for the use and 

benefit of the community (where the collective community is the ultimate Beneficiary).   

ii) CRA Advanced Tax Ruling 

In 2014, in anticipation of the launch of the development corporation, our tax advisors made an 

application to Canada Revenue Agency (“CRA”) seeking an advanced ruling on the tax exempt 

nature of the activities and structure organized under our corporate umbrella.  

Due to reasons beyond our control, the original CRA application needed to be modified several 

times – this caused delay in receiving a formal response from CRA. As a result, our tax advisor 

Howard Morry of Pitblado LLP, provided SNGRDC with twelve (12) separate legal opinions 

supporting our asserted exemption from applicable taxes.  

Management is pleased that our tax strategy has been vetted by our auditing firm, KPMG LLP, who have 

independently concluded that our CRA tax ruling would ‘more likely than not’ be successful based on the 
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merits of the application. Management remains hopeful that we will receive a formal response from CRA 

within the next several months. 

d) Financial reporting anomalies  

The following are anomalies that are non-recurring in nature: 

i) Ten Month reporting period 

On May 28, 2015 SNGRDC and SNEC entered into a definitive agreement (“Management 

Agreement”) outlining various terms and conditions through which SNGRDC would assume/ 

acquire control of various assets and operations previously controlled by SNEC. The Management 

Agreement triggered the separation of SNGRDC effective June 1, 2015, at which time SNGRDC 

became fully accountable for its financial management and results.  

Given that this occurred two (2) months into the current fiscal year, the Consolidated Financial 

Statements as of March 31, 2016 are limited to ten (10) months of operations.  

Management will continue to provide commentary on future MD&A’s until the anomaly no 

longer exists.  

ii) Master Trust earnings and expenses attributable to prior periods 

SNEC had previously requested that external parties defer payments associated with Community 

Benefit Agreements (“CBA”) until such time as the SNGRDC Master Trust structure could be 

properly organized. This occurred for two reasons: (i) to ensure the receipt of funds was 

transparent and in compliance with our community engagement messaging, and (ii) to ensure 

that funds were received in accordance with our tax planning regime. 

Due to organizational delays, there is a total of $470,000 recorded as Master Trust revenue that 

is attributable to prior years (see CFS, note 4). This will distort year over year comparatives in 

future years.  

Management will continue to provide commentary on future MD&A’s until the anomaly no 

longer exists.  

iii) Economic Interest earnings attributable to the return of capital 

In the current year approximately $4,726,000 was recorded as Distribution Income when in fact 

the funds were a one-time return of unutilized capital. These funds were received as a result of 

two primary factors: 

1. Projects were completed without having to access construction contingency; thus 

investors received a return of capital proportionate to their ownership stake; and/or 

2. The General Partner in the project was able to leverage the strength of the partnership 

to secure additional senior debt; thus reducing the equity investment for investors 

triggering a return of capital. 

As discussed later, the return of capital has been utilized to fund the early repayment of long 

term debt. 
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iv) Comparative data 

Due to the formal launch of the new entity on June 1, 2015 there are no prior periods to compare 

operating performance. This circumstance will change in the coming years and Management will 

introduce a number of key performance indicators which will highlight net changes in assets, 

long term debt, revenues and operating margin.  

e) Asset valuation 

Due to our NPO accounting framework (see point 1.a) the Value of Investments in economic interest 

projects are reported at cost. As reported in CFS, section 4: 

 

However, these assets have a considerably higher value when assessed on the basis of fair market value 

(“FMV”), where FMV is based on an asset’s ability to produce revenue in favour of the investment holder. 

As noted in CFS, section 4, the distributions from current assets was significant when assessed against 

their cost. 

  

Each investment also represents a proportionate ownership interest in the net asset value of the limited 

partnership. In the coming years Management will work with financial experts to develop a model that 

best reports the FMV of SNGRDC Investments. 

The tangible capital assets hosting Nation Enterprise operations continue to be assets held that are 

reported on SNEC’s balance sheet as they are held on behalf of the Six Nations Community, therefore the 

value of these assets are not included on our CFS (Example:  Oneida Business Park). 

f) Sole Shareholder: Six Nations Elected Council (“SNEC”) 

SNGRDC is a federal corporation originally approved for creation by SNEC on October 22, 2013 and 

ultimately organized on November 18, 2013.   

As discussed in Section 1c, SNGRDC is a Band empowered entity performing a function of government. 

The corporation’s single shareholder is SNEC, where SNEC is a “Band” within the meaning of the Indian 
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Act and is therefore legally recognized as the governmental authority empowered to create a community 

owned corporation.  

Although there is a direct relationship with SNEC, the governance model of SNGRDC was specifically 

designed to be apolitical in nature where business operations are carried out autonomously without 

political influence. That being said, SNGRDC engages in quarterly informal business meetings with SNEC 

to keep them informed of our progress, hear concerns, and answer any questions they may have received 

from their constituents. 

At the operational level Management and staff recognize the importance of working harmoniously with 

SNEC, and all community stakeholders, to ensure efforts are coordinated and focused on achieving the 

best possible results for the entire community.     

2. GENERAL COMMENTARY 

The inaugural year of SNGRDC has been an exceptional accomplishment producing overwhelming 
results. Within the current year, the company completed its transition away from SNEC which included 
transferring all employees, developing independent policies, the recruitment of independent Board of 
Directors, Advisory Committee and Board of Trustees; the commencement of autonomous financial 
reporting, the launch of an independent IT System, and independent management of operations. 

a) Financial Highlights 

The SNGRDC consolidated Gross Revenue for the current year was $31,804,136 versus direct 
expenses of $19,808,246 resulting in a positive surplus of $11,995,890. The total funding 
received from Indigenous and North Affairs Canada (“INAC”) amounted to less than 3% of Gross 
Revenue. 

 

i) Economic Interests 

SNGRDC is now managing all Investments in Economic Interests (refer CFS, c.4) on behalf 
of the community. The total asset value of these projects is $13,700,000 which together 
produced distributions (revenue) of $9,988,953 in the current year. This revenue is 
largely produced through the sale of renewable energy through the Ontario Feed-in-
Tariff program – this revenue is expected to continue well into to the future as these 
projects enjoy 20-year power purchase agreements with the Province of Ontario.  

ii) Nation Enterprises 

SNGRDC now manages Nation Enterprises located within the community that were 
formerly managed by the Economic Development department of SNEC, these include: 

 
 Six Nations Bingo (old and new facilities) 
 Tourism (including Chiefswood National Historic Site and Mohawk Chapel)  
 Oneida Business Park 
 Our Sustenance - Green House 
 A6N (former Martin Bus lines property) 
 Former School # 5 and #7 sites 
 Three internet towers – Cayuga, Mohawk, and Pauline Johnson road 
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SNGRDC is pleased to report that Nations Enterprises generated a total of $19,707,483 
of combined revenue. Six Nations Bingo, our largest Nation Enterprise, surpassed gross 
revenue expectations by more than 5%. The single largest expense associated with 
Nation Enterprises was the payment of bingo prizes which accounted for 63% of 
consolidated Nation Enterprise expenditures. The operational performance of Six Nations 
Bingo in the current year has triggered an additional payment to the Bingo Sponsor 
program (our Gaming Charity) in the amount of $133,383 bringing the total contribution 
to Bingo sponsors to $658,383.86. In addition to the Bingo Sponsor program, Six Nations 
Bingo also supported the Toy Bingo program which assisted 7 community schools and 
resulted in $140,000 of fundraising.  

iii) Master Trust 

The Master Trust received a total of $2,107,700 of revenue which is attributed to 
Community Benefit Agreements that were negotiated on behalf the Six Nations 
Community. These funds included a total of $511,926.61 (of which $172,075.67 was 
attributable to prior years) of lease payments received from the Province of Ontario in 
exchange for use of the South Cayuga land to develop the Grand Renewable Energy 
Park.  Please note the Master Trust is not the same as the Economic Development Trust 
(refer to Fig. 1, pg. 11). 

iv) Post Secondary funding 

Although not reflected on our CFS, Management has begun coordinating efforts with the 
Grand River Post Secondary Education Office to ensure negotiated post-secondary 
funding contributions can flow directly to that agency as per Community Benefit 
Agreements. In total SNGRDC is pleased to have played a role in negotiating $1.48M of 
post secondary funding to be received over the next 20 years.  

v) Economic Impact 

The total direct economic impact from 2015/16 is estimated to be $7,779,599, which is 
composed of the following metrics: 

 

Economic driver Contribution 

Economic Development Trust payment $3,578,184 

Payroll & Benefits $2,530,233 

Gaming Commission & Sponsor Program $658,383 

SNEC lease of tangible capital assets $549,997 

Bingo Hall debt service $462,802 

  

b) Human Resources 

In the current year, SNGRDC has a full staff compliment of 87 people, of which 30 are full-time 
and 57 are contract, part-time and/or seasonal workers. The largest number of part-time and 
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contract staff are employed by Six Nations Bingo which is a Nation Enterprise that does not 
operate within normal office hours.  

HR delivered a total of 2,050 training hours in the current year with training centering on 
Customer Service, Health & Safety, Lateral Violence and Work Ethics.  

In the current year, less than 8 % of total Payroll & Benefit expense was paid to non-status 
employees. 

In January 2016, the Board of Directors instructed Human Resources to issue a Request for 
Proposals (“RFP”) to identify a qualified professional services firm to complete a Compensation 
Study and Pay Equity review. The RFP was ultimately awarded to BDO Canada LLP and the 
project is expected to be completed in 2016/17.  This study will inform wage adjustments across 
SNGRDC, allowing for consistent salary grading to positioning the organization as a competitive 
employer.      

c) Debt Retirement strategy 

As a prudent best practice, the return of capital and surplus revenues are generally applied to the 
reduction of long-term debt wherever possible. As summarized in the CFS (see note 11), SNGRDC 
has established Internally Restricted Reserves to set aside a portion of surplus cash to pay down 
debt and fund re-investment in capital projects. 

In the current year, SNGRDC applied $4,469,000 of surplus revenue towards the reduction in 
long-term debt. These debt payments were exercised immediately prior to the conversion of 
construction debt into fix term credit facilities. The current year payments completely discharged 
the debt burden associated with our investment in the Grand Renewable Solar LP project 
($3.1M) – and, has also reduced the long term debt for our investment in Grand Renewable Wind 
LP by $1.4M. 

The Board and Management have also established a Future debt reduction and re-investment 
reserve of $3,591,422. Of this amount a total of $1,100,000 (see CFS, note 7) was paid against 
the outstanding debt for SN Solar Development LP projects – OBP and BGI roof top solar projects. 
The balance of funds set aside are reserved to maintain a 1.4x debt service coverage ratio and 
fund new Capital Projects approved through our Strategic planning framework.   

The early repayment of debt has effectively reduced the contingent liability for SNEC who as the 
guarantor can now reduce the assignment of Ontario First Nations LP revenue to $8M from the 
original amount of $16,450,000.  

Our debt retirement strategy has eliminated exposure to approximately $2.35M of long term 
interest expense (this assumes the $5.6M of debt was converted to a 15-year term loan @ 5.0% 
interest). 

d) Strategic planning framework 

SNGRDC was created to be the economic arm of the community; thus enabling us to seek out 

economic development opportunities and seize upon prudent investment opportunities. To be 

effective in this objective, SNGRDC requires access to capital for re-investment purposes. 

The Board of Directors and Management have implemented a strategic planning framework that 

involves the Advisory Committee in the annual strategic planning process. Refer to Fig. 2 (pg. 12) 

for a summary of the Corporate Governance model.   
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The planning process begins in October with Management first evaluating current year financial 

performance; these results are then used to inform future year budget needs. In parallel, 

Management gathers intelligence on opportunities emerging from development activities, 

community feedback, and stakeholder suggestions. This intelligence is used to develop proposals 

for presentation at a strategic planning summit held each November. The planning summit seeks 

feedback and guidance from the Board of Directors and Advisory Committee to enable 

Management to identify strategic priorities and summarize barriers using a modified Boston 

Consulting style matrix. Once developed, the planning matrix is organized and costed using Class 

D estimates for high priority near term projects. The capital requirements are then utilized to 

reserve funds for Capital Reinvestment for the next fiscal year budget.  

For the current year a total of $2,200,000 was recommended by the Board of Directors and 

approved by the Advisory Committee to be allocated for Capital projects. This allocation is 

included in Internally Restricted Reserves (CFS, sec.11) as a re-investment reserve.  

The strategic planning process ensures that SNGRDC reinvestment needs are pre-planned and 

carefully assessed against competing opportunities.  

e) Risk Management 

SNGRDC has not yet implemented a formal risk management framework for publication.  

However, Management does conduct significant independent due diligence on its investment 

decisions. Our standard practice is to negotiate capacity funding from potential partners to 

provide SNGRDC with financial resources needed to pay for independent legal advice and 

financial due diligence.  

Currently, all of our holdings are held under our corporate umbrella in independent special 

purpose numbered corporations, as this strategy insulates our holdings from cross exposure to 

risk. This explains why SNGRDC has several numbered or special purpose entities within our 

corporate umbrella. 

In the coming year, Management will develop a formal risk management plan to identify and 

prioritize risk on the basis of likelihood and consequence.   

f) Community Engagement 

SNGRDC is committed to complying with SNEC’s Consultation and Accommodation Policy. In the 

event a development activity is deemed to require community consultation, our Management 

team will cooperate with the SNEC Consultation and Accommodation Process team (“CAP team”) 

to ensure the consultation occurs in compliance with the established policy.  

Within the SNGRDC Group, the Advisory Committee weighs in on community engagement 

requirements and directs the Board of Directors to gather and report community concerns. This 

approach ensures that significant development activity does not occur without first being 

subjected to an independent assessment by those outside of the Board of Directors. Although 

this has not occurred in the current year, Management is currently taking steps to develop 
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alignment with the CAP team to ensure all relevant information and related studies are 

presented to the community using the most transparent methods. In support of this effort, 

SNGRDC and SNEC share the internet platform www.snfuture.com to announce community 

engagement and engage in dialogue with the Six Nations Community.    

Once Community Consultation concludes, the Advisory Committee will assess findings and 

develop a recommendation to seek the support of SNEC as outlined within the Consultation and 

Accommodation Policy. 

 

3. PROJECT STATUS REPORTS  

 

The following is a high level summary of Economic Interest holdings including commentary on 

performance for the current year: 

  

a) Grand Renewable Wind LP  

Summary:  10% ownership of 149 Megawatt Wind 
Partners:   Samsung C&T and Pattern Energy 
Investment: $6,799,000 
Operational: December 9, 2014 
Long term debt: $6,000,000 
Distributions: $532,857.89 
Comment:  Investment performing as originally modelled 

 
b) Grand Renewable Solar LP (Samsung)  

Summary:  10% ownership of 100 Megawatt Solar 
Partners:   Samsung C&T and Conner Clark & Lunn 
Investment: $2,874,160 
Operational: March 31, 2015 
Long Term debt: $0 
Distributions: $3,337,014.47 
Comment:  Investment outperforming original model, debt now fully retired 

 
c) Gunn’s Hill LP  

Summary:  10% ownership of 18 Megawatt Wind  
Partners:  ProWind Canada and Oxford Community Cooperative 
Investment: $1,835,625 
Operational: In construction - targeting completion late 2016 
Long term debt: $1,877,832 
Distributions: nil 
Comment:  Not yet operational, construction appears on timeline 
 

 
 
 

http://www.snfuture.com/
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d) Nanticoke Solar LP 

Summary:  15% ownership of 44 Megawatt Solar 
Partners:  Ontario Power Generation and SunEdison Cda 
Investment: $240,025 
Operational: Early stage development 
Long term debt: $240,025 (conditional)  
Distributions: nil 

 Comment:  Schedule not yet developed, construction not anticipated until 2017 
 
e) SN Solar Developments LP 

Summary #1: 90% of 500 kilowatt OBP roof 
Partners:  Brant Country 
Summary #2: 10% of 250 kilowatt BGI roof 
Partners:  BGI Retail and Brant Country 
Investment: $1,828,544 
Operational: BGI – March 6, 2015 

   OBP – Sept 30, 2015 
Long term debt: $1,863,516 (reduced to $770,000 as of April 1, 2016)  
Distributions: $85,136.13 
Comment:  Investments performing as modelled 
 

f) Grand River Utilities LP – also known as A6N 

Summary:  51% ownership of Joint Venture Construction Co. 
Partner:  Aecon Group  
Investment:  $123,592 
Operational: April 2015 
Long term debt: nil  
Distributions: nil 
Comment:  JV off to excellent start, no profits were expected in the 1st year of ops 

 
g) Niagara Regional Wind Farm 

Summary:  50% ownership of 230 Megawatt Wind 
Partner:   Enercon Canada 
Investment:  nil 
Operational: In construction - targeting completion late 2016 
Long term debt: $0  
Distributions: nil 
Comment:  Not yet operational, construction appears on timeline 
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Figure 1 – Corporate Architecture with Cash Distributions 
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Figure 2 – Governance Overview 

 

 


