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In 2005/06 the Five Large First Nations received $2,063 less in Education funding per on 
Territory status member than did all other First Nations in Ontario.  While the funding for 
this development area is spread across 31 funding areas, 75% of the gap is attributable to 
the largest four, each of which has been examined in this study.  These are Instructional 
Services Formula for council and federally operated schools, Tuition Support 
Agreements for provincially operated schools, Post-Secondary Student Support and 
Special Student Support for council operated schools.

Elementary and Post-Secondary Funding

Tuition Agreements had the largest per-capita gap at $655.  This funding supports First 
Nation students who attend provincially operated schools in Ontario.  The formula that is 
used to allocate funds is based on a flow-through model where First Nations are 
subsidized at the student rates that are charged out by the provincial schools.  Certainly, 
remote schools are expected to incur higher costs which would in turn increase the per 
student unit funding that a remote First Nation receives.  Hence, there is no disadvantage 
to the Five Large First Nations. The gap is a product of the fact that the tuition rates are 
higher for smaller First Nations, and a lower share of the Five Large First Nation
population attend provincial schools.

Federally operated schools receive approximately $694 less per student unit than do 
council-operated schools for all other First Nations in Ontario. We were not provided 
with any information to suggest that federal schools are more efficient than provincial 
schools. Given that federal student units accounted for 51% of the Five Large First 
Nations student units, this funding difference between federal and council-operated 
schools may have a significant impact on the quality of education delivered on the Five 
Large First Nations.

First Nations that have council-operated schools received $225 less per on Territory 
member.  This gap is attributable to two factors. First, adjustments are made based on the 
First Nation’s remoteness and size; these adjustments account for 44% of this gap. 
Second, the formula allocates funds on a per student unit basis in addition to a flat system 
allocation of $20,000, regardless of the First Nation’s size, the number of schools it 
operated or the number of student units it handled. While scale economies may exist for 
school management, no explanation was provided, at the time of the study, to explain 
why $20,000 would be expected to suffice for both a First Nation with over 500 students 
and three schools, as well as for a smaller First Nation with 40 students in one school.

It is important to note that the difference between the per-capita gap of $541 and the per-
student unit gap of $462 is partly attributable to the fact that the Five Large First Nations 
have a slightly older demographic makeup than do the other First Nations in Ontario. 
Demographics and student enrolments were also shown to impact on the differences in 
funding for provincial, council and federal schools.  Children of ages 5 to 18 years old 
made up 26% of the Five Large First Nations’ on Territory status members, whereas this 
number was 30% for all other First Nations.  
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However, this difference in demographics was eclipsed by the much larger difference in 
student enrolments.  It was shown that in the Five Large First Nations the number of 
student units for council, provincial and federal student equated to just 61% of on 
Territory children of ages 5-18 years old, where as in other First Nations, the ratio was 
93%. This suggests either a much higher drop-out rate, or inaccuracies in the 
administrative data (which could themselves contribute to underfunding).

It is important to note that INAC conducted a study that found that provincial school 
funding has grown more rapidly than council/federal school funding.  The impact on the 
Five Large First Nations is substantial because the Five Large First Nations relay more on 
On-Territory schools.  First, this suggests council/federal schools are falling behind 
provincial schools.  Second, given that the aggregate annual increases in overall funding 
to First Nations is limited to about 2-3% per year, and tuition funding accounts for more 
than one fifth of education funding and almost one tenth of total funding, dramatic 
increases in tuition funding may be exerting downward pressure on funding in other 
areas.  

The Five Large First Nations also experienced a per-capita gap of $137 in regard to its 
Special Education allotment for council-operated schools.  Funding is provided for 8% of 
the First Nation’s eligible student base, rounded up to the nearest 100.  Therefore, small 
First Nations with far fewer than 100 students collectively benefit from this rounding. In 
addition, the funding is capped at 400 students and no rationale for the cap was provided.  

Post-Secondary Education

Funding for post-secondary education generated a per capita gap of $211.  The allocation 
procedure for this area is based on the number of applicants the First Nation received the 
previous year.  However it is unclear as to whether this gap is the result of fewer 
applicants or a higher rejection rate for the Five Large First Nations.  Further analysis is 
required here.

Major Capital Funding

The Five Large First Nations received a total of $62.4 million less, on a per capita basis 
than other First Nations over the 2002/2003 to 2006/07 fiscal years. From a planning 
standpoint, the Five Large First Nations were allocated roughly one project for every
2,200 on-Territory status members whereas all other First Nations had one project for 
every 550 on-Territory status members over the 2002/03 and 2006/07.  On first glance, 
this might be attributable to greater economies of scale in the larger First Nations. In this 
case, it would be reasonable to expect that the projects would be larger in size. However, 
the planning data showed that the average project size for the Five Large First Nations 
was approximately $2.2 million, whereas all other First Nations had an average project 
size that was only marginally lower, at $2.1 million. Without looking at all of the specific 
projects, it is impossible to say definitively whether there is an inequity. 
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Infrastructure funding is provided to First Nations to support the operation and 
maintenance of the capital assets they manage.  In 2005/06 there was a difference of 
$1,000 per on Territory status member between the Five Large First Nations and other 
First Nations in regard to infrastructure funding. The largest gaps were in schools, 
electrical systems, roads and bridges, and water systems.

The per-capita gap in Infrastructure funding is the result of two aspects of INAC’s 
formula for allocating Operations and Maintenance funds.  First, the maintenance for 
assets that each First Nation manages is subsidized at different rates, depending where the 
First Nation is located.  The policy for maintenance prices is highly detailed and was 
updated in 2005 to reflect changes in local prices and access to special services.  

However, with regard to the operations and maintenance of schools, electrical systems, 
roads and bridges and water systems, most of the per-capita gaps observed in the 2005/06 
budget are the result of different levels of assets under management.  Such differences 
can be traced back to gaps in capital funding through the Major Capital development 
areas.  Thus, lower per-capita funding in Major Capital has been shown to lead to a 
concurrent gap in infrastructure funding.  

The non-Five Large First Nations receive $550 per school aged person, 53% more than 
the Five Large First Nations, after removing the effects of the city indices, zone indices 
and the asset factors.  This merits future study, particularly in light of the low school 
attendance rates among youth in the Five Large First Nations and the lower per-student 
funding.

The Five Large First Nations receive $84 less for the operations and maintenance of 
roads and bridges per on Territory status member, after removing the effects of the city 
indices, zone indices and the asset factors.  Ideally, this analysis would examine the 
number of kilometres of each road type and the number of bridges each First Nation
manages in order to fully appreciate the differences in operations and maintenance 
funding.

After removing the impact of the city indices, zone indices and the asset factors the Five 
Large First Nations receive $129 less for the operations and maintenance of water 
systems per on Territory status member. Because the unit costs for water systems are the 
same for all First Nations in Ontario, the infrastructure spending data suggest that the 
Five Large First Nations have less water systems capital assets.

The fact that the Five Large First Nations and lower asset values per capita than other 
First Nations, even after adjusting for city, zone and asset factors is consistent across all 
asset classes. Hence, challenges in major capital funding are further exaggerated in 
infrastructure funding.

Band Support Funding
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In 2005/06 the Five Large First Nations received $264 less in Band Support Funding per 
on and off Territory status member than did all other First Nations in Ontario on average.  
The funding for this area is provided through a National formula directly to First Nations 
to support self-governance capacities and institutions.  

The detailed funding analysis showed that the four largest components of Band Support 
Funding make up over 94% of the total allocation to the Five Large First Nations.  These 
are: the Council Component, Basic Overhead, Professional and Audit, and Service Staff.   
These four components apply formulas that rely on population, basic services 
administered or policies that rely on the subjective judgment of INAC staff.  

The Council Component is formula driven based a First Nation’s on and off Territory 
population.  Here, the formula limits the allocation to 1,199 status members, or $97,396 
per First Nation.  Since all of the Five Large First Nations exceed this limit, their per-
capita allocation is much less than what other First Nations are receiving, on average.  
Were this cap lifted, their maximum contribution would increase by approximately $1.9 
million per year.

The Basic Overhead component considers both the amount of funds administered and the 
population base the First Nation provides for.  Here, the formula does not limit the 
allocation based on the First Nation’s population.  However, the fact that it relies on the 
total funds administered, which includes Education (excluding tuition), Minor Capital 
and Infrastructure, implies that under funding in these areas will, in turn, create further 
underfunding in the Basic Overhead component.  The Audit and Professional component 
also uses a formula which is driven off population and Basic Services, further 
exacerbating the compound effect of funding differences in other Development Areas on 
Band Support Funding.

Concluding Comments

This document has illustrated that there are many cases where the Five Large First 
Nations have received substantially less funding per capita than smaller First Nations. In 
many of these circumstances the rationale for lower funding is not apparent and there is a 
strong likelihood that these differences are creating an inequity between these and other 
First Nations. Moreover, in at least one case, the formula was set over 20 years ago and 
changes in the number of bands and population growth have served to further widen the 
gap between the Five Large First Nations and other First Nations.

We believe that it is important that INAC consider these findings and work with the Five 
Large First Nations to address the issues raised.
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1. Context of the Study

The five largest First Nations by status members – Mohawks of the Bay Quinte, Oneida 
Nation of the Thames, Wikwemikong Unceded Indian Territory, Six Nations of the 
Grand River and Mohawks of Akwesasne – have recently formed a coalition, herein 
referred to as the Five Large First Nations, to represent the specific interests and issues 
that these large communities face.  Specifically, the Five Large First Nations have 
advised that they are currently facing financial pressures as a result of persistent under 
funding in many areas.  

They have expressed concern that due to their relatively large size and more southern, 
less isolated locations, these Five Large First Nations receive relatively less funding than 
other First Nations in Ontario.  This is because funding allocation decisions are often 
(either explicitly through a formula or implicitly by a subjective judgement of need) 
made on a presumption of economies of scale, thereby providing relatively more funding 
to smaller First Nations. The Five Large First Nations argue that these allocations do not 
reflect the current realities of funding needs and result in inequities between the larger 
and smaller First Nations. 

These funding processes significantly impact on the overall economic well-being of the 
Five Large First Nations. As illustrated in the following table, funding from the Federal 
Government accounts for almost two-thirds of funding for the Five Large First Nations. 
Funding from Indian and Northern Affairs Canada (INAC) accounts for almost three-
quarters of federal funding to First Nations.

Table 1: Funding by Source for the Five Large First Nations in Ontario

Source Six Nations Akwesasne MBQ Oneida Wikwemikong Total
Indian and Northern Affairs Canada 14,916,573         38,370,753        6,854,423 8,078,768      17,284,882      85,505,399  
Other Federal Funding 8,924,316      16,058,668    2,834,127      2,181,315      -                  29,998,426  
Other Provincial Funding 11,624,674           6,692,412        1,802,948 3,634,210      23,754,244  
Other Funding 14,801,244           1,396,869 2,940,505      24,696,022      43,834,640  
TOTAL 50,266,807         62,518,702      11,491,498 16,834,798    41,980,904      183,092,709
INAC as % of Total 29.7% 61.4% 59.6% 48.0% 41.2% 46.7%
Federal government as a % of Total 47% 87% 84% 61% 41% 63%
INAC as a % of Federal Government 63% 70% 71% 79% 100% 74%

2006

The focus of this study is on funding from INAC for two reasons. 

The first is that as noted above, INAC funding accounts for the bulk of Federal 
Government funding to First Nations in Canada. In 2005/06 INAC delivered over $750 
million in funding to First Nations in Ontario through 61 distinct programs.  During this 
period there were 127 recognized First Nations representing 82,5922,3 status members in 

                                                
2 Population data was obtained from Band Population Report for Ontario Region as of December 2005, 
Indian and Northern Affairs Canada.
3 Unless otherwise noted, population data cited in this report are based on on-territory census counts.
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Ontario.4  INAC program funding to First Nations is both central to the department’s 
mandate and critical to the success and prosperity of First Nations in Ontario.

Second, INAC is important in terms of the broader influence it has, or may have, on 
Federal Government funding to First Nations.  INAC is the lead Federal Department on 
First Nations issues in Canada, with the goal of ensuring access to services comparable 
to those available to other Canadian residents.”5  As such, INAC has a broader role in 
facilitating dialogue amongst First Nations communities and other Federal Government 
departments.

                                                
4 See:  Mandate, Roles and Responsibilities.  Indian and Northern Affairs Canada.  Accessed from:
http://www.ainc-inac.gc.ca/ai/mrr-eng.asp
5 See:  Mandate, Roles and Responsibilities.  Indian and Northern Affairs Canada.  Accessed from: 
http://www.ainc-inac.gc.ca/ai/mrr-eng.asp
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per student basis. Conversely, major capital funding is not subject to a formula, 
and we looked at the trend in funding allocations through time.

This study focuses on data from 2005/06, because at the time the study was launched 
(February of 2007), this was the only data available.

The phases of analysis are described below.  

Phase 1:  Organize budget data by development area and calculate the per-capita 
funding levels for all development areas and transaction activities

Total budgeted funding data was collected from INAC for all development areas for the 
Five Large First Nations and for all other (in aggregate) First Nations in Ontario.  This 
data was presented by development area and then by transaction activity.

Per-capita funding levels for the Five Large First Nations and for all other First Nations 
were calculated using 2005/06 census population data for each of the 13 development 
areas, and then for all 136 transaction activities.  

Phase 2:  Rank-order the development areas and programs by per-capita funding 
gaps

The gap, or the difference between per-capita funding the Five Large First Nations and 
that of all other First Nations, was calculated for each of the 13 development areas and 
136 programs.  Development areas were then ranked in descending order according to the 
aggregate gaps that were identified.  Within each development area, programs were 
similarly ranked by the per-capita gap they were producing.

Phase 3:  Investigate the programs with the largest per-capita gaps

The five development areas that produced the largest per-capita gaps were selected for 
investigation.  Within each of these development areas, all programs that produced per-
capita gaps of more than $100 were analyzed.  In analyzing each development area, 
funding formulas, policies, supporting materials and guidance from INAC staff were used 
to determine what aspects of the underlying policy were creating the funding gap.  

In some cases it was found that examining a single year’s data was not sufficient to fully 
appreciate the intent or the impact of a particular program.7  Where this was the case, 
historical years’ budget data for the 2003/04 to 2006/07 fiscal years were examined to 
develop a more thorough understanding of the cumulative impact or trend the particular 
transaction activity has produced.  The information that was provided by INAC and the 
Five Large First Nations and the activities that were performed are summarized in Table
2.

                                                
7 For example:  budget allocations for major capital projects are planned over multiple years.  In this case, 
examining the cumulative impact a policy has over the planning years provides more insight than does a 
single year.
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Table 2 :  Methodology - Information provided and Activities Performed
Phase Information Provided Activities Performed

1
*Budget Data - 2005/06
*Population Data - 2005/06

*Organize data by program area and then by program
*Calculate per-capita funding levels for all program areas
*Calculate per-capita funding levels for all programs

2
*Budget Data - 2005/06
*Population Data - 2005/06

*Calculate per-capita funding gaps for all program areas
*Calculate per-capita funding gaps for all programs 
*Identify the five program areas with the largest gaps in per-
capita funding
*For each of the five program areas, identify the programs 
with the gaps in per-capita funding that are greater than 
$100

3

*Budget Data - 2003/04, 2004/05 and 2006/07
*Population Data - 2003/04, 2004/05 and 2006/07
*Management regimes and general descriptions of 
how funding formulas are calculated
*Funding policies and supporting materials
*Additional details and explanations

*For each of the funding programs identifies in phase 2:
   - Investigate the underlying policy or formula that has
     created the gap in per-capita funding
   - Where appropriate, calculate per-capita gaps in 
      program funding for fiscal years 2003/04 to 2006/07









Five Large First Nations Funding Study

May 2nd, 2008 21

Table 4 provides budget summaries for all 31 of the Education transaction codes.  In 
total, these activities have produced a per-capita gap of $2,063, with the largest shares 
attributed to Tuition Agreements and Instructional Services Formula.

Table 4:  Education Budgeted Totals (2005/06)10

Budget Activity Transaction Activity
Five Large 

First Nations
All Other First 

Nations
Five Large 

First Nations
All Other First 

Nations Gap
Cultural, Education Centres 112,506 43,780 4 1 3

Indian and Inuit Cultural, Education Centres 34,000 0 1 (1)
Administration - Instruc. Serv. 61,435 0 1 (1)
Enhanced Teachers Salaries 478,300 3,872,800 18 69 (51)
Instructional Services Formula - Band 16,136,372 64,041,975 605 1,146 (541)
Low Cost Special Education 30,700 2,291,752 1 41 (40)
Instructional Services Formula 440,000 137,500 16 2 14
Low Cost Special Education 28,162 110,066 1 2 (1)
Anciliary Services (School Supplies and 
Curriculum Development) 483,133 1,009,573 18 18 0
Ancillary Services (addendum costs) 135,469 1,588,714 5 28 (23)
Private Schools 64,036 0 1 (1)
Tuition Agreements 5,222,819 47,550,627 196 851 (655)
Advice and Assistance - Provincial School 18,000 174,915 1 3 (2)
Financial Assistance Allowances (All school 
types) 337,146 1,003,966 13 18 (5)
Guidance and Counselling 416,389 4,198,941 16 75 (60)
Student Accommodation Services (All school 
types) 34,630 3,518,882 1 63 (62)
Student Transportation Services (All school 
types) 2,375,666 11,320,838 89 203 (114)

Indian Studies Support Program Indian Studies Support Program 153,900 6 0 6
New Paths for Education New Paths - Proposal driven projects 566,300 2,434,940 21 44 (22)
Parental and Community Engagement 
Strategy

Parental and Community Engagement 
Strategy 110,400 815,900 4 15 (10)

Administration Post Secondary (Vote 10 only) 375,000 634,271 14 11 3
Post Secondary Student Support Program 14,202,800 41,564,335 532 744 (211)
Band Operated School - Direct Services 1,080,600 8,942,800 40 160 (119)
Federal School - Direct Services 288,200 11 0 11
Provincial School - Direct Services 215,000 8,136,306 8 146 (137)

Teacher Recruitment and Retention Teacher Recruitment and Retention 80,000 626,400 3 11 (8)
First Nation & Inuit Career Promotion & 
Awareness Program 230,900 527,600 9 9 (1)
First Nation and Inuit Student Summer 
Employment Opportunities Program 136,700 920,900 5 16 (11)
First Nations and Inuit Science and 
Technology Program 46,800 197,500 2 4 (2)
First Nations and Inuit Youth Work 
Experience Program 124,900 1,298,500 5 23 (19)

Regional Aboriginal Youth Strategy (RAYS) 46,900 0 1 (1)
Total: 43,860,792 207,170,152 1,643 3,706 (2,063)

Total Per-Capita

Elementary/Secondary Instructional 
Services - Provincial Schools

Elementary/Secondary Instructional 
Services - Band Operated Schools

Elementary/Secondary Instructional 
Services - Federal Schools

Cultural Centres

Post Secondary Education

Special Education Program/High Cost

Youth Employment Strategy Program

Elementary/Secondary/Student Support 
Services

The remainder of this section is focussed on examining funding differences for those 
transactions where the per capita difference is greater than $100. It is important to note 
that the table above is presented only to enable comparability across the sections in terms 
of presentation and to serve as a starting point for identifying which areas to focus on,
given the limited budget for this study; funding is not allocated on a per-capita basis.

Educational funding is typically provided on the basis of the number of student “units” 
within the Territory. The analysis in the remainder of this section is based primarily on
the number of student “units”. It is important to look at the data in this way because 26% 
of the Five Large First Nations’ population was between the ages of 5 and 18 whereas 
this was approximately 30% for all other First Nations in Ontario as shown in the table 

                                                
10 Funding data was provided in a spreadsheet titled largefnstudy.xls sent by Julie Denman on 07/11/2007. 
Per capita totals were calculated by dividing the funding dollars by the population data. Population data 
was obtained from Band Population Report for Ontario Region as of December 2005, Indian and Northern 
Affairs Canada.
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below.  The younger demographic composition of all other First Nations justifies part of 
the observed gap in per-capita funding in this area.  

Table 5:  Elementary and Secondary Student Units:  Five Large First Nations and All Other First 
Nations (2005/06 Nominal Roll)11

First Nation

On Territory 
Population Ages 5-

18

Total On 
Territory 

Population
Share of 5-

18

Six Nation of the Grand River 2,900 11,076 26.18%

Mohawks of Akwesasne 2,072 8,470 24.46%

Mohawks of the Bay of Quinte 493 2,086 23.63%

Oneida Nation of the Thames 591 2,023 29.21%

Wikwemikong 860 3,037 28.32%

Five Large First Nations 6,916 26,692 25.91%

Other First Nations 16,766 55,900 29.99%

5.1.1. Tuition Funding for Attendance at Provincially-Operated 
Schools12

The Tuition Agreements transaction code pertains to funding for First Nations in Ontario 
that elect to send some of their students to provincially operated schools.  Table 4 shows 
that in 2005/06 Tuition Agreements generated a per-capita gap of $651 per on-Territory
member which represents approximately 32% of the total gap in education funding.  

First Nations that send students to provincial 
schools are eligible for flow-through funding 
through the Tuition Agreements funding 
stream.  Such funding for provincial tuition 
agreements is formula driven based on the 
individual student rate the respective school 
has set, the number of students the First 
Nations is sending to the school and a dropout factor. Hence, as illustrated in Figure 2, 
Six Nations tuition funding is a product of the number of elementary students times the 
rate for that school, plus the product of the number of secondary students times the 
respective rates for the elementary schools. 13,14  

                                                
11 Source:
On Territory Population Ages 5-18:  Population Info by 18-25 and above.xls, Nominal Roll as of December 
31st, 2005 provided by INAC received May 25th, 2007.
Total On Territory Population:  Population Info by 18-25 and above.xls, National Roll as of December 31st, 
2005 provided by INAC received May 25th, 2007.
Share of 5-18:  Calculated at the ratio the On Territory Population Ages 5-18 and the Total On Territory 
Population
12 INAC has commissioned a comparative study on the funding levels for Provincially, Federally and 
Council operated schools, however, this was not available for public distribution at the time of this study, 
as per direction received from Kerry Latham on March April 13th, 2008.
13 Source:  Detailed funding data for tuition agreements for the Five Large First Nations was provided in 
row.pdf by INAC on May 26th, 2007

Flow-through funding means that the 
First Nation passes the receipts on to 
INAC, regardless of the amount of the 
receipt. Hence, the First Nation is not 
required to develop a proposal, or seek 
approval for the unit costs.
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Figure 2:  Tuition Agreements Sample Calculation:  Six Nations (2005/06)
Units x Rate = Maximum Tuition Agreement

Elementary:  Grand Erie DSB 2 x 7,288 = 14,600

Secondary:  Grand Erie DSB 499.5 x 8,349 = 4,170,300

Secondary:  Brant/Haldimand-
Norfolk Catholic DSB

67 x 8,176 = 547,800

= 4,732,700Total

The observed per-capita gap of $651 per on-Territory status member is being driven by 
two aspects of Tuition Agreements funding.  First, the rates set forth by individual 
schools may vary according to their specific costs and it is expected (as illustrated by the 
adjustment factors) that these may increase as the respective school’s geographic location 
becomes more northern and more remote.  This formula as illustrated in Figure 2 means 
that any increased costs of delivering education through provincial schools in more 
remote communities are fully passed on from the province of Ontario to Indian and 
Northern Affairs Canada.

A First Nation’s attendance rate will also influence the overall gap in per-capita funding.  
For example, if the Five Large First Nations were found to have a higher dropout rate 
than the average of all other First Nations in Ontario they would then receive 
proportionally less Tuition Agreement support for an equivalent student base, given that 
the formula is based on the student attendance.  No information was provided on the First 
Nation specific dropout rates of the Five Large First Nations or for the rates all other First 
Nations in Ontario.  

The gap in the budgeted per-capita Tuition Agreement funding does not appear to be the 
product of a policy or funding formula that is based on First Nation size or geographic 
location (because it is a flow-through payment where all First Nations are reimbursed 
fully based on the provincial school’s tuition rate).  However, further inquiry is warranted 
into the specific attendance rates, which, as shown in the next section, are substantially 
lower in the Five Large First Nations.  Further inquiry in the specific dropout rates is also 
warranted.

5.1.2. Instructional Services Formula for On-Territory Schools

Instructional Services Formula funding supports council-operated and federally operated 
First Nation schools in Ontario.  The totals in Table 4 have been adjusted to reflect 
formula funding for council-operated schools and flow-through funding for federally 
operated schools on Six Nations and Mohawks Bay of Quinte Territories.  The 2005/06 
budget data shows that the Five Large First Nations received $541 less per on-Territory
status member than did all other First Nations in Ontario for both council- and federally 
                                                                                                                                                
14 No data was provided on the dropout rates for the Five Large First Nations.  The calculated total 
represented the maximum amount of provincial tuition support Six Nations could have received in 2005/06.
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Intuitively, smaller First Nations should operate fewer and smaller council schools than 
do the Five Large First Nations.  For example, the Mohawks of Akwesasne operate four
schools for a total student base of 562 units.  All other First Nations have an average of 
approximately 88 student units attending 82 council operated schools in Ontario. Yet the 
Mohawks of Akwesasne receive the same amount of funding as the smaller First Nations. 
The system allocation component of the instructional services formula accounts for 
approximately 44% of the $220 gap in council-operated school funding.  While scale 
economies may be likely, costs will nevertheless be a positive function of school size.  
Therefore, redesigning the instructional services formula to more fully account for the 
number of schools a First Nations operates and the students it services would help reduce 
the overall gap in instructional services formula funding.

Table 6:  Instructional Services Formula - Band Operated Schools Summary16

First Nation
Council 

School Units
Adjustment 

Factor
Student 

Base Rate
Incremental 

Rate
System 

Allocation
Low Cost Special 

Education
Instructional 

Services Formula
Total ISF per 

Unit

Total:  Five Large First Nations 1,482.5 1.072 4,127 444 80,000 352,500 8,480,186 5,720
Total:  All Others 10,773.0 1.306 4,127 444 1,640,000 2,401,818 64,041,975 5,945

Federally Operated Schools
Only two of the 127 First Nations in Ontario have federally operated schools on 
Territory.  These schools are staffed and operated by Indian and Northern Affairs Canada 
as opposed to council-operated schools, which are under the full control of the respective 
First Nation.  The costs for providing educational services for federal schools are flow-
through based on the previous year’s budget.  Eligible costs include teachers’ salaries, 
administrative support and supplies, amongst others.  Capital development and the 

                                                

16 Sources:
Council School Units:  Ontario Region Nominal Roll September 2004, schools.pdf provided by INAC on 
May 26th, 2007.  Note:  2005/06 Instructional Services Formula allocations are based on 2004/05 nominal 
roll.
Adjustment Factor:  calculated for the First Nations and for all other First Nations by applying the formula 
is Figure 2 of this document to the data provided by the remaining variables. 
Student Base Rate and Incremental Rate:  data was provided in the following documents for the Five Large 
First Nations:  ISF – 02105 – 1 and 02109.qpw. Due to a lack of detailed data, there were several 
assumptions that need to be made. For example, the student base rate and the incremental rate do vary 
slightly for certain First Nations. We did not have information on these rates for all bands. Similarly, the 
adjustment factor also varies by band, and we did not have information on the amount by all bands. Hence, 
we residually calculated the adjustment factor by holding the Student Base Rate and Incremental constant 
at the standard rates provided to us by INAC. It is also important to note that we were given budgeted totals 
for Instructional Services Formula funding for each of the Five Large First Nations and for the aggregate of 
all other First Nations. We were also given actual funding paid out for the Five Large First Nations, but not 
the other First Nations. We found that the actual number was lower than the budgeted number. This is an 
issue that merits further investigation.
System Allocation:  $20,000 is provided to each First Nation with at least one band operated school, as per 
direction received from Julie Denman on November 14th, 2007.
Low Cost Special Education:  data was provided in the following documents for the Five Large First 
Nations: ISF – 02105 – 1 and 02109.qpw.  Instructional Services Formula:  Funding data was provided in a 
spreadsheet titled largefnstudy.xls sent by Julie Denman on 07/11/2007.  The totals in this table were not 
adjusted for federally operated schools.
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operations and maintenance of capital assets are provided through the Major Capital and 
Infrastructure development areas, respectively.  

Table 7:  Federal First Nations Schools in Ontario (2005/06) 17

# Units Total Funding Funding per Unit
Mohawks Bay of Quinte 326.5 1,890,139 5,789
Six Nations 1182.5 6,032,551 5,102
Total 1,509 7,922,690 5,250

Table 7 shows that in 2005/06 the Mohawks Bay of Quinte and Six Nations received 
$1,890,139 and $6,032,551 for their federal schools, respectively (for a total of 
$7,922,690).  During this year these schools serviced approximately 1182.5 student units 
on Six Nations and 326.5 student units on Mohawks Bay of Quinte, meaning that Six 
Nations received $5,102 per unit and Mohawks Bay of Quinte received $5,789 per unit, 
for an average of $5,250. This means that funding per student “unit” was $695 lower for 
the Five Large First Nations than was the case for Council-operated schools on other First 
Nations.

Summary Analysis of Differences in Instructional Services Funding

Table 8 summarizes the funding to the council-operated and federally operated schools 
through the Instructional Services Formula allocation for the Five Large First Nations and 
all other First Nations in Ontario.  The data demonstrates that the Five Large First 
Nations receive, on average, $462 less per student unit than do all other First Nations in 
Ontario.  There are several factors driving the observed gap.

Federally operated schools receive approximately $695 less per student unit than do 
council-operated schools for all other First Nations in Ontario.18 This is a serious 
concern, as there was no information supplied to suggest that federal schools are more 
efficient than provincial schools. Given that federal student units accounted for 51% of 
the Five Large First Nations student units, this funding difference between federal and 
council-operated schools may have a significant impact on the quality of education 
delivered on the Five Large First Nations.  

The gap, at $220 per student unit, is smaller when contrasting council-operated schools in 
the Five Large First Nations schools with the other First Nations. However, once again, 
other than the adjustment factors which account for 25% of this gap, there was no 
rationale at the time of this study to explain these differences.

INAC conducted a study that found that provincial school funding has grown more 
rapidly than council/federal school funding.  The impact on the Five Large First Nations 

                                                
17 Funding totals and units for federally operated schools were provided by INAC on November 14th, 2007.  
Per unit allocations were calculated by dividing the budgeted allocation by the number of respective units.
Student Units were provided in “sch-list.pdf” on March 12th, 2008.
18 While this observation is true on average, it should be noted that the Mohawks of the Bay of Quinte 
receive more funds per student unit for their federally operated school than they would under the council 
operated Instructional Services Formula.
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is substantial because the Five Large First Nations relay more on On-Territory schools.  
First, this suggests council/federal schools are falling behind provincial schools.  Second, 
given that the aggregate annual increases in overall funding to First Nations is limited to
about 2-3% per year, and tuition funding accounts for more than one fifth of education 
funding and almost one tenth of total funding, dramatic increases in tuition funding may 
be exerting downward pressure on funding in other areas.  

Table 8:  Instructional Services Formula - Federally Operated and Council-operated Schools19

Total 
Funding # Units Per-Unit Total Funding # Units Per-Unit Total Funding # Units Per-Unit

Five Large First Nations 7,922,690 1,509 5,250 8,480,186 1,483 5,720 16,402,876 2,992 5,483
All Other First Nations 0 0 0 64,041,975 10,773 5,945 64,041,975 10,773 5,945

Gap per unit: (462)

Federally Operated Schools Council Operated Schools Combined Total

It is important to note that the difference between the per-capita gap of $541 and the per-
student unit gap of $462 is partly attributable to the fact that the Five Large First Nations 
have a slightly older demographic makeup than do the other First Nations in Ontario (as 
shown in Table 5).  

Another explanation for the difference in the per-capita gap and the per-student gap is 
that students on the Five Large First Nations are substantially less likely to attend school, 
as shown in the following chart. Among those that do, they are more likely to attend a 
school on the Territory, rather than a provincial school, than is the case for students from 
smaller First Nations. These low attendance rates, in combination with the lower funding 
per student, raise serious questions about the funding to and quality of education for Five 
Large First Nations youth.

                                                
19 Table 7 summarizes data from sources identified in references 10, 11 and 13.  Population data was 
obtained from Band Population Report for Ontario Region as of December 2005, Indian and Northern 
Affairs Canada.  



Five Large First Nations Funding Study

May 2nd, 2008 28

Figure 4:  Student Enrollments - Five Large First Nations and All Others20

Provincial 
school

Council-operated 
schools

Federal 
Schools Total

Number 6,916 1,254 1,483 1,509 4,246
% of population 

aged 5-18
18% 21% 22% 61%

All Others Number 16,766 4,887 10,773 15,660
% of population 

aged 5-18 29% 64% 0% 93%

enrollment
Population 
aged 5-18

70.5%

68.8%

Five Large 
First Nations

% of students 
attending school 
on Territory

%of students 
attending school 
on Territory

5.1.3. Post-secondary Student Support Program

INAC’s Post-secondary Student Support Program is provided to First Nations to support 
the fees associated with attending university, college and/or training for the trades and 
other educational services that high-school graduates might pursue.  Funds for this 
program are first allocated to the regions.  Regions are then responsible for designing and 
delivering individual allocation methodologies.

A 1998-99 internal review of the program confirmed that 69 of 70 First Nations surveyed 
in Ontario were compliant with INAC’s policy on eligible recipients and expenditures; 
however, the review also noted a large surplus of funds in some First Nations and 
shortfalls in others.  This process resulted in the re-allocation of $2.3 million across First 
Nations in Ontario to accommodate a shift in demand.21

Under the current regime, the Ontario region allocates funds to First Nations based on the 
number of applications the First Nation received for Post-secondary Student Support 
Program funding the year before.  Any growth in the regional budget is redistributed to 
First Nations who can demonstrate the need for additional funding. This process can 
serve to preserve relative historical differences, thereby making it more difficult for First 
Nations to substantially increase the rate of higher education.

Table 4 showed that the gap between the Five Large First Nations and all other First 
Nations was $211 per on-Territory status member in 2005/06.  However, because both on 
and off Territory members are eligible for funding under the Post Secondary Student 

                                                
20Sources:
Population Aged 5-18:  Population Info by 18-25 and above.xls, Nominal Roll as of December 31st, 2005 
provided by INAC received May 25th, 2007.
Provincial School Units were provided in row.pdf by INAC on May 26th, 2007
Council School Units:  Ontario Region Nominal Roll September 2004, schools.pdf provided by INAC on 
May 26th, 2007.  Note:  2005/06 Instructional Services Formula allocations are based on 2004/05 nominal 
roll.
Federal School Units:  Units for federally operated schools were provided by INAC on November 14th, 
2007.  
% of students attending school on Territory:  calculated as the ratio of council and federal school units to 
total school units for both the Five Large First Nations and for all other First Nations

21 Source:  Indian and Northern Affairs Canada, Corporate Services.  Evaluation of the Post-secondary 
Education Program.  (2005).  Accessed from http://www.ainc-inac.gc.ca/pr/pub/ae/ev/01-29/01-29_e.pdf
on November 28th, 2007.



Five Large First Nations Funding Study

May 2nd, 2008 29

Support Program, it is more appropriate to measure contributions for post secondary 
education against a First Nation’s total population.  In 2005/06 the Five Large First 
Nations received $90 less per on and off Territory status member.

The per-capita gap in 2005/06 might be justifiable if the Five Large First Nations had 
fewer eligible status members.  However, Table 9 shows that approximately 25% of the 
Five Large First Nations on-Territory members were between the ages of 19 and 35 
whereas this number was 27% for all other First Nations in Ontario.  This marginal 
difference would not explain away the much larger relative difference in funding.

Table 9:  On Territory Population Ages 19-3522

First Nation

On and Off 
Territory 

Population 
Ages 19-35

On and Off 
Territory 

Population - 
All Ages

Share of 19-
35

Six Nation of the Grand River 5,567 22,649 24.58%
Mohawks of Akwesasne 2,656 10,430 25.47%
Mohawks of the Bay of Quinte 1,672 7,603 21.99%
Oneida Nation of the Thames 1,379 5,197 26.53%
Wikwemikong 1,828 6,989 26.16%
Five Large First Nations 13,102 52,868 24.78%
Other First Nations 31,443 116,010 27.10%

Figure 5 shows that during the period between 2003/04 and 2006/07 the Five Large First 
Nations had been receiving less funds on a per-capita basis than all other First Nations in 
Ontario.  This gap has narrowed from $101 in 2003/04 to $83 in 2006/07, indicating that 
the reallocation of surplus budget funds is favouring the Five Large First Nations.  

The fact that the bulk of the per-capita gap has persisted since 2003/04 suggests that
either the Five Large First Nations have fewer status members applying for post-
secondary support, or that the Five Large First Nations are forced to turn away a much 
larger share of applicants for funding than are all other First Nations in Ontario.  

Further research should compare the application and turn-away rates in the Five Large 
First Nations and all other First Nations in Ontario.  Future budgetary allocations for the 
Post-secondary Student Support program should reconcile any gaps in per-capita funding 
with the demand for secondary education services as demonstrated by First Nations in 
Ontario.  

                                                
22 On and Off Territory Population Ages 5-18:  Population Info by 18-25 and above.xls, Nominal Roll as of 
December 31st, 2005 provided by INAC received May 25th, 2007.
Total On and Off Territory Population:  Population Info by 18-25 and above.xls, National Roll as of 
December 31st, 2005 provided by INAC received May 25th, 2007.
Share of 5-18:  Calculated at the ratio the On Territory Population Ages 5-18 and the Total On Territory 
Population
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Figure 5:  Post-secondary Student Support Program Funding 2003-04 to 2006-0723,24
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5.1.4. High Cost Special Education:  Direct Services – Band 
Operated Schools

High Cost Special Education is provided to support programs and services for First 
Nations students with identified special needs.  High Cost Special Education is in 
addition to the Low Cost Special Education that is allotted through the Instructional 
Services Formula.  The funding formula for this transaction code has been recently 
updated to better reflect the specific special student needs of individual First Nations.  
However, an analysis of the formula for fiscal year 2005/06 is provided below in order to 
help explain the total per-capita gap in education funding over this time frame.  

                                                
23 2003/04, 2004/05, 2005/06:  Funding data was provided in a spreadsheet titled lfs0304.xls, lfs0405.xls, 
lfs0607.xls respectively by George Commandant on 11/14/2007. 
Per capita totals were calculated by dividing the funding dollars by the population data. Population data 
was obtained from:
2003/04 - Band Population Report for Ontario Region as of December 2003, Indian and Northern Affairs 
Canada
2004/05 - Band Population Report for Ontario Region as of December 2004, Indian and Northern Affairs 
Canada
2006/07 - Band Population Report for Ontario Region as of December 2005, Indian and Northern Affairs 
Canada
24 2005/06 Funding data was provided in a spreadsheet titled largefnstudy.xls sent by Julie Denman on 
07/11/2007. Per capita totals were calculated by dividing the funding dollars by the population data. 
Population data was obtained from Band Population Report for Ontario Region as of December 2005, 
Indian and Northern Affairs Canada.
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In 2005/06 High Cost Special Education was allocated through a formula which 
essentially assumed that 8% of students would require special needs programs.  The full 
formula is reproduced in Table 10 below.
Table 10:  Special Student Allocations25

Nominal roll 8% of Nominal Roll Unit used
Funding 

Allocation
1-100 <= 8 8 72,000

101-200 >8 and <= 16 16 144,100
201-300 >16 and <=24 24 216,100
301-400 >24 and <= 32 32 288,200

400 and over >32 40 360,000

In per-capita terms, Table 4 at the beginning of the education section showed that the 
Five Large First Nations receive $119 less in special education funding for council-
operated schools.  Table 11 provides a summary of the allocations for special education 
funding for council-operated schools for each of the Five Large First Nations.

Table 11:  Special Education Calculation Summary:  Five Large First Nations26

First Nation 2004/05 Nominal Roll
8% of 2004/05 
Nominal Roll

Units Used Allocation

Six Nations 116.5 9.3 16 144,100
Mohawks of Akwesasne 562 45 40 360,200
Mohawks Bay of Quinte
Oneida 272 21.8 24 216,100
Wikwemikong 532 58.6 40 360,200

Five Large First Nations 1482.5 134.7 120 1,080,600
All Other First Nations (Average) 88 7.1 8 72,000
All Other First Nations (Calculated Total) 10773 861.8 976 8,784,000

The formula for delivering special education funding for council-operated Schools does 
limit the amount of funding large First Nations may receive.  However, only Mohawks of 
Akwesasne and Wikwemikong have more than 400 student units attending council-
operated schools.  If the cap in the formula were lifted both of these First Nations would 
have their “Units Used” in Table 10 increase from 40 to 48.  They would then each 
receive approximately $432,000, instead of $360,000 which is a net increase of $72,000 
in Direct Services funding per year.

The gap in Direct Services funding is also a product of many other First Nations in 
Ontario operating very small schools with student enrolments that are less than 100. 
Here, each small school would receive the minimum amount of $72,000 regardless of 
their student base.  Further work would be needed on the distribution of First Nations by 
nominal roll in order to better appreciate the relative differences in funding.

                                                
25 Reproduced from Special Education – Council, provided in row.pdf by INAC on May 26th, 2007.
Allocation per Unit Used:  Calculated at the ratio of Allocation and Unit Used
26 Source:
2004/05 Nominal Roll:  Ontario Region Nominal Roll September 2004, schools.pdf provided by INAC on 
May 26th, 2007.  
8% of 2004/05 Nominal Roll:  Calculated by multiplying 2004/05 Nominal Roll by 0.08
Units Used:  Calculated by mapping the 8% of 2004/05 Nominal Roll to table 9 of this document
Allocation:  Calculated by mapping the Units Used to table 9 of this document.
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5.1.5. Conclusion

The observed gaps in Tuition Agreements, Instructional Services Formula, Special 
Education for council-operated Schools and in Post-secondary Tuition Support account 
for approximately 74% of the total per-capita gap of $2,063 in education funding, as seen 
in Table 4.  This study has highlighted three classes of factors which are driving theses 
gaps.

In some instances, the per-capita gaps seen in the total budgets are justifiable and do not 
impinge on the Five Large First Nations’ ability to deliver education or disadvantage 
them by way of their size.  For example, it was shown that part of the gap in Tuition 
Agreements funding is the product of higher students rates charged out by the province.  
Because these are flow-through costs, they do not limit the number of students a First 
Nations may send, nor do they impact the quality of education as all provincial schools 
are legally mandated to operate at a minimum provincial standard by way of the Ontario 
Education Act.

In other cases, it has been shown that INAC policies and funding formulas do contain 
elements that may disadvantage larger First Nations by assuming unrealistic economies 
of scale and by providing a disproportionately high amount of funds to smaller First 
Nations relative to their student bases.  Examples of these elements include the system 
allocation for council-operated schools in the Instructional Services Formula and the 
High Cost Special Education for council-operated schools, respectively.

The demographic makeup and level of enrolment of First Nations also contributes to the 
gap in per-capita funding.  In 2005/06, 26% of the Five Large First Nations on-Territory
members ages 5-18, whereas this number was 30% for all other First Nations.  

The most significant difference though is that overall student enrolments across federal, 
provincial and council-operated schools have also been shown to be substantially lower 
for the Five Large First Nations.  Table 12 demonstrates that 61% of the Five Large First 
Nations’ children ages 5-18 are converted to students units that may attend federal, 
provincial or council-operated schools whereas 93% of the same demographic group for 
all other First Nations are converted to student units for provincial or council-operated
schools27.

It is important to note that INAC conducted a study that found that provincial school 
funding has grown more rapidly than council/federal school funding.  The impact on the 
Five Large First Nations is substantial because the Five Large First Nations relay more on 

                                                
27 INAC has suggested that because northern First Nations may register fewer children between the ages of 
5 and 18, the census data used to calculate the share of students attending school may be incomplete.  
While this may lower the overall percentage of students attending school for all other First Nations, it 
should not affect the share of children attending school for the Five Large First Nations.  
Direction on issues in First Nations’ census data was provided by Kerry Latham in an email on March 13th, 
2008.
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On-Territory schools.  First, this suggests council/federal schools are falling behind 
provincial schools.  Second, given that the aggregate annual increases in overall funding 
to First Nations is limited to about 2-3% per year, and tuition funding accounts for more 
than one fifth of education funding and almost one tenth of total funding, dramatic 
increases in tuition funding may be exerting downward pressure on funding in other 
areas.  

Table 12:  Total Student Enrolments (2005/06) Five Large First Nations and All Other First Nations

On Territory 
Ages 5-18

Federal 
Student 

Units

Provincial 
Student 

Units

Council 
Student 

Units

Total 
Student 

Units

Ratio of Total Units to 
On Territory Members 

Ages 5-18

Five Large First Nations 6,916 1,509 1,254 1,483 4,246 61%
All Other First Nations 16,766 0 4887 10773 15,660 93%

This large difference between the share of student units and the total on-Territory
population warrants further examination.  Certainly, further research should explore the 
root causes of First Nation student enrolment levels.

5.2. Major Capital

INAC defines Major Capital projects as those projects that are greater than $1.5 million 
in total cost28.  Such large scale projects have historically included water treatment 
facilities, electrification projects and schools, amongst others.  In delivering capital 
programs, INAC’s stated goal is to “[…] ensure that people living on [First Nation
Territories] have access to basic infrastructure services at a level which is comparable to 
services other Canadians receive from provincial, territorial and municipal 
governments.”29

Major Capital funding flows through numerous federal programs, some of which are 
tailored to remedy specific environmental, health or overall development pressures while 
others are generic in nature.  Further, some programs are funded by multiple departments, 
where the nature of the program aligns with the respective department’s mandate30.  
Finally, funding programs themselves ebb and flow as historical pressures are remedied 
and as new pressures are identified.  Therefore, a program’s total budget might increase 
or decrease in a given fiscal year, or it may be terminated altogether.  Likewise, new 
capital programs have been launched more recently to address the findings from public 
inquiries on water quality.

Budget allocations for Major Capital projects funded by INAC are provided first through 
funding envelopes to the regions.  First Nations then submit project applications to their 
respective regional offices for capital project funding as seen in Figure 6.

                                                
28 Long Term Capital Plan 2002-03 to 2006-07, Indian and Northern Affairs Canada.
29 First Nations Community Infrastructure Capital Facilities and Maintenance Program.  (2004).  Indian and 
Northern Affairs Canada.  Accessed from:  http://www.ainc-inac.gc.ca/nr/iss/fnc_e.html
30 For Example:  the First Nations Water Management Strategy is co-funded by Environment Canada, 
Health Canada and Indian and Northern Affairs Canada.
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As seen in Figure 6, the National Investment Management Board (NIMB) is 
responsible for allocating the total capital budget to the regions based on the 
current First Nations funding priorities. 

Once regional envelopes are allocated, the Regional Investment Management Boards 
(RIMB) are responsible for reviewing major capital project applications submitted by the 
First Nations and selecting those that will receive funding.  Those projects that are 
selected are then funded according to INAC’s Cost Reference Manual.  This manual 
provides project specific costs by cost component, for First Nations operating in various 
regions across Canada.  Generally, the further the First Nation is from an urban core, the 
higher the city and zone factors are.31  

Gap Analysis

Table 13 provides the budget breakdown for all Major Capital transaction activities for 
the Five Large First Nations and for all other First Nations in Ontario in 2005/2006. It 
illustrates that the Five Large First Nations received $635 less per on-Territory member 
than did all (on average) all other First Nations in Ontario.  

                                                
31 Cost Reference Manual TID-AM-2.  (2002).  Department of Indian and Northern Affairs Development.
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Table 13:  Major Capital 2005/0632

Budget Activity TRANSACTION ACTIVITY

Five Large 
First 

Nations All Others

Five 
Large 
First 

Nations
All 

Others Gap
Community Buildings 1,097,400 0 20 (20)
Electrical Systems 4,114,535 0 74 (74)
Fire Protection 77,645 0 1 (1)
Other Protection 15,000 0 0 (0)
Roads and Bridges 125,110 3,233,718 5 58 (53)
Solid Waste 4,400 512,605 0 9 (9)
Wastewater Systems 5,500 300,308 0 5 (5)
Water and Wastewater Projects 49,500 140,000 2 3 (1)
Water Systems 601,090 9,169,042 23 164 (142)
Environmental Site Assessment - 
CSMWG Steps 1-4 1,052,931 0 19 (19)
Remediation - CSMWG Step 8 789,600 0 14 (14)

Contaminated Sites - Non-FCSAP Remediation 207,344 0 4 (4)
Wastewater - Capital 58,202 501,987 2 9 (7)
Water - Capital 18,000 12,184,031 1 218 (217)

Gathering Strength - Infrastructure facilities
Water and Sewer 2,781,110 9,174,490 104 164 (60)

Infrastructure Canada - First Nations 
Component Solid Waste, Recycling 491,207 0 9 (9)

Municipal Rural Infrastructure Fund (MRIF)
Wastewater 38,000 0 1 (1)

Total: 3,642,912 43,099,843 136 771 (635)

First Nations Water Management Strategy

Total Per-Capita

Acquisition and Construction of 
Infrastructure Assets and Facilities

Contaminated Sites - FCSAP

Transaction codes that generated a per-capita gap of more than $100 are highlighted in 
the table above.  In 2005/06 these codes were Water and Wastewater systems which had 
gaps of $142 and $217 respectively.  While no other single transaction code individually 
exceeded $100 per capita, collectively these other codes produced a per-capita gap of 
$276.  

The 2005/06 budgeted allocations provide some initial insight into funding differences.
However, because Major Capital projects often take more than one year to complete, 
individual project funding may be delivered over multiple fiscal years.  This lumpiness in 
capital funding makes it difficult to interpret the analysis of a single year’s allocation.  As 
such, the five year period between 2002/03 and 2006/07 was examined in order to 
investigate trends and differences in capital allocations to First Nations in Ontario.33

Planned, Budgeted and Disbursed Capital Funds
It is necessary at this point to differentiate between three levels of funding data that was 
used in this analysis.  Planned funding data is developed on a five year basis and is 
published in INAC’s Long Term Capital Plan which shows how INAC’s annual capital 
budget will be allocated to on-reserve capital projects across Canada.  Planned funding 
may differ substantially from budgeted funding as new sources of capital funds are 
announced, as existing programs sunset or as capital needs change across regions and 
                                                
32 Funding data was provided in a spreadsheet titled largefnstudy.xls sent by Julie Denman on 07/11/2007. 
Per capita totals were calculated by dividing the funding dollars by the population data. Population data 
was obtained from Band Population Report for Ontario Region as of December 2005, Indian and Northern 
Affairs Canada. 

33 Due to limitations in the data that could be provided by INAC, planning information was examined for 
the 2002/03 to 2006/07 period and annual budget information was examined for the 2003/04 to 2006/07 
period.  
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First Nations. Budgeted funds are set annually, prior to the commencement of the 
respective fiscal year for which the budget is being developed for.  Disbursed funds refer 
to the actual monies that are delivered to individual First Nations.  In practice, disbursed 
funds may differ from budgeted funds if, throughout the course of the year, new pressures 
are identified or unforeseen circumstances are encountered.  The following table provides 
budgeted and disbursed funds delivered through the Acquisition and Construction of 
Infrastructure Assets and Facilities budget activity.

Table 14:  Budgeted and Disbursed Funds - Acquisition and Construction of Infrastructure Assets 
and Facilities

Budgeted Disbursed

Five Large 
First Nations

All Other First 
Nations

Five Large 
First Nations

All Other First 
Nations

% difference -
Five Large First 

Nations
% difference -

All Others
Community Buildings 0 1,097,400 0 1,097,400 0.00% 0.00%
Electrical Systems 0 4,114,535 0 4,214,535 0.00% -2.37%
Fire Protection 0 77,645 0 60,000 0.00% 29.41%
Other Protection 0 15,000 0 15,000 0.00% 0.00%
Roads and Bridges 125,110 3,233,718 125,110 3,170,700 0.00% 1.99%
Solid Waste 4,400 512,605 4,400 547,105 0.00% -6.31%
Wastewater Systems 5,500 300,308 5,500 300,300 0.00% 0.00%
Water and Wastewater Projects 49,500 140,000 49,500 140,000 0.00% 0.00%
Water Systems 601,090 9,169,042 601,090 9,169,042 0.00% 0.00%
Total 785,600 18,660,253 785,600 18,714,082 0.00% -0.29%

As the preceding table shows, in 2005/06 the disbursed funds differed by more than 1% 
from the budgeted amounts in four of the nine transaction codes in the Acquisition and 
Construction of Infrastructure Assets and Facilities budget activity for all other First 
Nations.  Overall, however, the total funds budgeted was very close to the disbursed 
amounts for both the Five Large First Nation and for all other First Nations, suggesting 
that mid-year changes to the annual budgets may be possible at the transaction activity 
level, overall budget activities are relatively fixed for the given fiscal year.

Time Series Analysis

INAC’s Long Term Capital Plan 2002-03 to 2006-0734 details all approved capital 
projects for the five year period spanning 2002/03 to 2006/07 fiscal years.  Approved 
projects for the Five Large First Nations and summaries for all other First Nations are 
provided in Table 14:

                                                
34 See:  Long Term Capital Plan 2002-03 to 2006-07.  (2002).  Indian and Northern Affairs Canada.
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Table 15:  Major Capital 2002/03 to 2006/07 (Planned)35

Band Project
Estimated 
Total Cost

Expenditures 
Incurred Prior 

to 2002/03 2002/03 2003/04 2004/05 2005/06 2006/07

2007/08 
and 

beyond
Mohawks Bay of Quinte Core Servicing 10,730.0 0.0 0.0 0.0 0.0 0.0 0.0 10,730.0
Mohawks Bay of Quinte Subdivision Servicing Phase 1 3,895.0 0.0 0.0 0.0 0.0 0.0 0.0 3,895.0
Mohawks of Akwesasne St. Regis Village STP Upgrade 5,855.4 5,855.4 0.0 0.0 0.0 0.0 0.0 0.0
Mohawks of Akwesasne St. Regis/Western Chenail Interconnection 3,773.9 360.4 0.0 3,413.5 0.0 0.0 0.0 0.0
Mohawks of Akwesasne Water Servicing - Cornwall Island 9,000.0 0.0 0.0 0.0 9,000.0 0.0 0.0 0.0
Mohawks of Akwesasne Growth Component on 5 Year Arrangment 3,031.5 1,212.6 606.3 606.3 606.3 0.0 0.0 0.0
Oneida of the Thames Sewage Servicing 2,717.3 2,717.3 0.0 0.0 0.0 0.0 0.0 0.0
Oneida of the Thames Water Upgrade 4,501.7 4,290.7 211.0 0.0 0.0 0.0 0.0 0.0
Six Nations Water Treatment Plant 8,650.0 0.0 250.0 3,400.0 5,000.0 0.0 0.0 0.0
Wikwemikong Servicing Phase 2 8,712.3 7,187.7 1,524.6 0.0 0.0 0.0 0.0 0.0
Wikwemikong Servicing Phase 2 2,581.6 2,581.6 0.0 0.0 0.0 0.0 0.0 0.0
Wikwemikong School 2,000.0 0.0 0.0 0.0 0.0 160.0 1,840.0 0.0
Five Large First Nations 65,448.7 24,205.7 2,591.9 7,419.8 14,606.3 160.0 1,840.0 14,625.0
All Other First Nations 583,259.2 257,730.1 49,698.1 43,247.0 41,659.6 40,453.9 37,073.6 113,396.1
FLFN Share of Total 10.09% 8.59% 4.96% 14.64% 25.96% 0.39% 4.73% 11.42%
Regional Total 648,707.9 281,935.8 52,290.0 50,666.8 56,265.9 40,613.9 38,913.6 128,021.1
Per-Capita (On Territory):  FLFN 281.8 552.9 6.0 68.9
Per-Capita (On Territory):  All Others 797.9 766.1 734.6 663.2
Per-Capita Gap (516.1) (213.2) (728.6) (594.2)
Cumulative Difference (13,587,709.5) (19,218,655.1) (38,559,422.8) (54,420,634.4)
* As of March 31st, 2002

As Table 15 shows, the Long Term Capital Plan 2002-03 to 2006-07 allocated funds such 
that there would be a per-capita gap in Major Capital funding that ranged from a low of 
$213.2 per on-Territory member in 2004/05 to a high of $728.6 per on-Territory member 
in 2005/06.  Over the four year period between 2003/04 to 2006/07 the capital plan would 
have the Five Large First Nations accrue a cumulative difference in capital funding of 
approximately $54.4 million.

The observed difference in Major Capital funding is, in part, the result of Ontario 
planning fewer Major Capital projects for the Five Large First Nations.  Over the five 
year period between 2002-03 and 2006-07 the Five Large First Nations had 12 projects 
planned, which is roughly one project for every 2,200 on-Territory status members.  Over 
the same period all other First Nations had 102 projects planned, equalling roughly one 
project for every 550 on-Territory status members.36  This difference in the number of 
per-capita planned projects might be appropriate if the Five Large First Nations were 
undertaking larger major capital projects than were all other First Nations in Ontario.  
However, Table 15 shows that over the five year period the 12 projects that were planned 
for the Five Large First Nations had an average estimated cost of approximately $2.2 
million per project, whereas the 102 projects planned for all other First Nations in 
Ontario had an average estimated cost of approximately $2.1 million per project.37  The 
combined effect of fewer planned projects per capita for the Five Large First Nations than 
all other First Nations and the fact that these projects are roughly equivalent in estimated 

                                                
35 Planned Totals:  Long Term Capital Plan 2002-03 to 2006-07.  (2002).  Indian and Northern Affairs 
Canada.
Per-Capita Planned Totals:  Per capita totals were calculated by dividing the planned amounts by the 
population data. Population data was obtained from Band Population Report for Ontario Region as of 
December 2005, Indian and Northern Affairs Canada.
36 Per-Capita Planned Totals:  Per capita totals were calculated by dividing the planned amounts by the 
population data. Population data was obtained from Band Population Report for Ontario Region as of 
December 2005, Indian and Northern Affairs Canada.
37 Total planned projects for First Nations in Ontario were retrieved from:  2002-03 to 2006-07 Long Term 
Capital Plan, Indian and Northern Affairs Canada.  (2005). The number of on-reserve status members per 
planned Major Capital project was calculated by dividing the total number of on-reserve status members by 
the number of planned major capital projects.  Population data was obtained from Band Population Report 
for Ontario Region as of December 2005, Indian and Northern Affairs Canada.



Five Large First Nations Funding Study

May 2nd, 2008 38

cost is suggestive that the Five Large First Nations may face a serious inequity in funding 
relative to other First Nations.  

The annual budgeted Major Capital allocations, as seen in Table 16, deviated from the 
planned amounts in the Long Term Capital Plan.  The difference between planned 
spending in 2002/03 and budgeted spending in a particular fiscal year is partially the 
result of changes to funding programs that support Major Capital projects since the Long 
Term Capital Plan was first developed.38  The share that the Five Large First Nations 
received, relative to their on-Territory population base was consistently below that of all 
other First Nations in Ontario during the four year period.  

Table 16 presents budget spending estimates by type of funding. It illustrates that capital 
spending associated with water, wastewater and sewage represent the key areas for which 
the Five Large First Nations lag in terms of per capita funding. Similarly, roads and 
bridges is another area where there are ongoing discrepancies in per capita funding. Such 
evidence is consistent with concerns the Five Large First Nations have expressed over 
development pressures in these areas.  

                                                
38 For example, Infrastructure Canada’s First Nations capital program was launched in March, 2006.  
Accordingly, this program did not contribute to capital budgets in fiscal years 2003/04 and 2004/05.
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Table 16:  Major Capital Budgets Set Annually for the 2003/04 to 2006/07 Period39,40

TRANSACTION ACTIVITY
Five Large First 

Nations All Others
Five Large First 

Nations All Others Gap

Water, wastewater and sewer 4,076,400 27,186,510 155 502 (347)

Roads and bridges 0 2,278,537 0 42 (42)

Other 0 8,207,703 0 151 (151)

Total 4,076,400 37,672,750 155 695 (540)

Water, wastewater and sewer 7,369,626 15,505,635 279 285 (6)
Roads and bridges 0 1,511,456 0 28 (28)

Other 731,580 12,177,341 28 224 (196)
Total 8,101,206 29,194,432 307 537 (230)

Water, wastewater and sewer 3,513,402 31,507,858 132 572 (440)
Roads and bridges 125,110 3,233,718 5 59 (54)
Other 4,400 8,358,267 0 152 (152)
Total 3,642,912 43,099,843 137 783 (645)

Water, wastewater and sewer 2,740,923 45,836,147 103 820 (717)
Roads and bridges 10,000 1,981,270 0 35 (35)
Other 963,593 12,141,519 36 217 (181)

Total 3,714,516 59,958,936 139 1,073 (933)

2006/2007

Total Per-Capita

2003/2004

2004/2005

2005/2006

The magnitude of the gap is growing through time. For example, in 2007 the Mohawks of 
Akwesasne identified three water and wastewater systems projects valued at 
approximately $120 million, which is nearly six times the total funding that all of the 
Five Large First Nations received between 2003/04 and 2006/07.41  This suggests that 
reallocation of existing capital dollars is not likely to be sufficient to address the needs 
that have amassed.

The cumulative budgeted per-capita total and gaps are summarized in Table 17.  The
table shows that the gaps ranged from $230.2 in 2004/05 to $933.4 in 2005/06.  Over the 
four year period the Five Large First Nations experienced a total, or cumulative,
difference in Major Capital Funding of approximately $62.4 million.  It is unclear, 

                                                
39 2003/04, 2004/05, 2006/07:  Funding data was provided in a spreadsheet titled lfs0304.xls, lfs0405.xls, 
lfs0607.xls respectively by George Commandant on 11/14/2007. 
Per capita totals were calculated by dividing the funding dollars by the population data. Population data 
was obtained from:
2003/04 - Band Population Report for Ontario Region as of December 2003, Indian and Northern Affairs 
Canada
2004/05 - Band Population Report for Ontario Region as of December 2004, Indian and Northern Affairs 
Canada
2006/07 - Band Population Report for Ontario Region as of December 2005, Indian and Northern Affairs 
Canada
40 2005/06 Funding data was provided in a spreadsheet titled largefnstudy.xls sent by Julie Denman on 
07/11/2007. Per capita totals were calculated by dividing the funding dollars by the population data. 
Population data was obtained from Band Population Report for Ontario Region as of December 2005, 
Indian and Northern Affairs Canada.
41 Capital Needs, Mohawks of Akwesasne.  January 25th, 2007.  
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however, as to the root cause of the differences in funding levels although there are three
possibilities, as outlined below.

First, as noted above, equivalent projects are, on average funded at a higher rate for all 
other First Nations than they are for the Five Large First Nations.  The specific prices for 
various assets have been provided in INAC’s Cost Reference Manual, which was last 
updated in 2005.  It is impossible to determine the extent to which these costs have 
influenced capital funding without examining the detailed project submissions for all 
approved major capital project in Ontario.  However, much of the funding difference is 
believed to be the product of either the number of project submissions made by the Five 
Large First Nations or the project approval rates for the group.  

The Five Large First Nations may have submitted fewer project submissions (relative to 
their population base) to the Regional Management Investment Board than did all other 
First Nations over the four year period.  Given that the Five Large First Nations have 
demonstrated specific capital pressures, a lower number of project submissions would 
signal a lack of administrative capacity to develop the extensive reports and costing 
studies that are required before capital funds are approved.  Administrative funding for 
project submissions is further explored in section 5.5 of this study.

Alternatively, the Five Large First Nations may simply have had a higher project 
rejection rate than did all other First Nations during the four year period, relative to their 
population base.  In this case, the Regional Management Investment Board should 
demonstrate the priorities that guided their annual decision making to the Five Large First 
Nations.  Given the substantial differences that have accumulated in capital funding, the 
Regional Management Investment Board should further demonstrate how future priorities 
will address the capital needs of the Five Large First Nations.

Table 17:  Budgeted Major Capital Allocations - Total, Per-Capita, Difference and Cumulative 
Difference

Totals 2003/04 2004/05 2005/06 2006/07
All Others 37,672,750 29,194,432 43,099,843 59,958,936
Five Large First Nations 4,076,400 8,101,206 3,642,912 3,714,516
Per-Capita Gap (540.2) (230.2) (645.4) (933.4)
Cumulative Deficit (14,223,382) (20,304,138) (37,437,468) (62,351,028)

Table 18 provides a summary of the planned and annual budgeted per-capita differences 
for the 2003/04 to the 2006/07 period.  Overall, the data demonstrates that the budgeted 
differences have exceeded the planned differences over the four year period.
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Table 18:  Planned and Actual Differences in Major Capital Funding42

2003/04 2004/05 2005/06 2006/07

Cumulative Difference Based on 
Planned Allocations in 2002/03 (000s)

13,588 19,219 38,559 54,421

Cumulative Difference Based on 
Annual Bugeted Allocations (000s) 

14,223 20,304 37,437 62,351

5.2.1. Conclusion
The variability of major capital funding across time suggests that multiple fiscal years 
should be examined in order to fully appreciate the underlying differences in funding to 
First Nations groups.  In investigating historical Major Capital allocations the planned 
allocations that were set out in INAC’s Long Term Capital Plan were compared to the 
annual budgeted allocations from INAC’s data management system.  

From a planning standpoint it was found that between 2002/03 and 2006/07 the Five 
Large First Nations had roughly one project for every 2,200 on-Territory status members 
whereas all other First Nations had one project for every 550 on-Territory status 
members.  This difference may have been appropriate were the Five Large First Nations 
building proportionately larger projects than were smaller, more remote First Nations.  
However, the planning data showed that the average project size for the Five Large First 
Nations was approximately $2.2 million, whereas all other First Nations had an average 
project size of $2.1 million.  This difference in project size is marginal compared to the
much larger difference in the total number of projects planned for each group, thereby 
suggesting that the Five Large First Nations may face an inequity in funding relative to 
other First Nations.

The per-capita gap in budgeted allocations for Major Capital between the Five Large 
First Nations and all other First Nations in Ontario is most prominent in water, sewage 
and wastewater systems development, the same areas in which the Five Large First 
Nations have indicated a pressing need for capital dollars.  Over the 2003/04 to 2006/07 
period the cumulative difference in funding was $62.4 million.  Water, sewage and 
wastewater accounted for approximately 64% of this difference.

Total differences in funding levels are the product of a variety of factors.  First, some 
differences are expected as a result of higher costs for materials and labour in more 
remote communities.  INAC’s Cost Reference Manual provides specific price indices to 
compensate First Nations for such increased costs.  Differences in the number of 
approved projects or the project approval rates further contribute to the observed gap.  If 
the Five Large First Nations were submitting fewer project submissions in spite of clear 
capital needs, this may signal a lack of administrative capacity to adequately participate 
in INAC’s capital allocations process.  Alternatively, if it can be shown that the decisions 
made by the Regional Management Investment Board led to higher project rejection rates 

                                                
42 Data for the Planned Difference series is taken from table 4 of this document.
Data for the Actual Difference is taken from table 5 of this document.
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for the Five Large First Nations, further inquiry into their decision making criteria is
warranted to ensure that the needs of the Five Large First Nations are reflected in INAC’s 
capital allocation priorities going forward.43

5.3. Minor Capital 

Minor Capital is provided to First Nations to support local housing development and 
small infrastructure projects that have a total project cost of less than $1.5 million44.  
Minor Capital funding is allocated through both core and targeted Transaction Codes.  
The Ontario region provides sustained funding to the core envelope on a year-over-year 
basis to facilitate the forward planning of community infrastructure development.  These 
funds are in turn allocated to First Nations through a regional funding formula.  In 
addition, Targeted Minor Capital funding is provided through additional funds that INAC 
has allocated in order to remedy specific funding pressures; these funds are allocated to 
First Nations on a discretionary basis. 

Core Funding Formula
The Core Funding Formula is based on a 1988 Directive45,46.  According to this directive, 
core funding for Minor Capital is distributed to First Nations based on their share of 
Ontario’s total adjusted population.47  Adjustments are made to a First Nation’s on-
Territory population according to size and remoteness, as follows:

Total Adjusted Population = Size Adjusted Population * Remoteness Factor

Tables 19 and 20 provide the scaling adjustment for a First Nation’s population based on 
its size and remoteness, respectively:

                                                
43 INAC has indicated that the next Long Term Capital Plan is due in August, 2008.
44 See:  Long Term Capital Plan 2002-03 to 2006-07, Indian and Northern Affairs Canada.
45 Communiqué:  Kerry Latham, Manager, Indian and Northern Affairs Canada.  (November 15th, 2007).
46 See:  Regional Directive Ontario Region, CM-CAP-02.  (1988). Indian and Inuit Affairs (now Indian and 
Northern Affairs Canada).  Pp 9.
47 Prior to 2002/03, Ontario allocated core Minor Capital funds to districts which in turn distributed these 
funds to the First Nations.  Now, Ontario allocates the regional budget to First Nations directly based on 
their share of a total adjusted population. Hence, the allocation is slightly different now, although the 
principle is the same. However, if under the new regime a First Nation is to receive less than what it was 
receiving under the old regime, they are eligible for “red circle” supplementary funding in the amount of 
the difference between the two.  The adjusted population component and the red circle adjustment together 
constitute a First Nation’s core Minor Capital funding.
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Table 19:  Population Adjustment Factors for Band Size48

Population Population Factor Used
50 and under 5 for all

51-100
5 for the first 50
3 for the balance

101-150
4 for the first 100
2.5 for the balance

151-250
3.5 for the first 150
2.25 for the balance

251-800

3 for the first 250
2.5 for the next 300
2 for the balance

801-2000

2.5 for the first 800
2 for the next 400
1.5 for the balance

2001-3200

2 for the first 2000
1 for the next 400
0.5 for the balance

>3200
1.5 for the first 3200
.25 for the balance

Table 20:  Remoteness Adjustment Factors for Band Location49

Urban 1
Rural 1.23
Semi-remote 1.45
Remote 1.72
Special Access 1.89

For example, a First Nation with 715 on-Territory status members that is located in a 
Semi-Remote region would have an adjusted population as follows:
Figure 7:  Minor Capital Allocation Formula and Sample Calculation50

On Reserve 
Population x

Band 
Population 

Factor =
Interim Adjusted 

Population x
Geographic 

Factor =
Adjusted 

Population

250 x 3 = 750
300 x 2.5 = 750
165 x 2 = 330

Sub-Total 715 1830 x 1.45 = 2653

In the above hypothetical example the First Nation would receive a percentage of the 
Ontario region’s core minor capital budget according to its share of the region’s adjusted 
population.  In 2005/06 Ontario had a total on-Territory adjusted population of 227,70051, 
therefore the First Nation would be eligible for 2,653/227,700 = 1.17% of the core minor 
capital budget in 2005/06.

                                                
48 Reproduced from:  Regional Directive Ontario Region, CM-CAP-02.  (1988).  Indian and Inuit Affairs 
(now Indian and Northern Affairs Canada).  Pp 6-7.
49 Reproduced from:  Regional Directive Ontario Region, CM-CAP-02.  (1988).  Indian and Inuit Affairs 
(now Indian and Northern Affairs Canada).  Pp 7-8.
50 Reproduced from:  Regional Directive Ontario Region, CM-CAP-02.  (1988).  Indian and Inuit Affairs 
(now Indian and Northern Affairs Canada).  Pp 9.
51 Total Ontario Region adjusted population was residually determined from:  Core Capital Funding, Six 
Nations of the Grand River.  (2005/06).  This document showed that Six Nations of the Grand River had an 
adjusted population size of 6,812 in 2004 (the basis of the capital dollars for 2005), and accounted for 
2.9917% of the adjusted population, thereby implying a total adjusted population of 227,700.
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5.4. Infrastructure

Infrastructure funding is provided to First Nations to subsidize the operation and 
maintenance costs of community assets such as water treatment plants, electrical 
generating stations and roads, amongst others.  The budgeted totals in Table 24 show that 
the Five Large First Nations receive on average $1,000 less per on-Territory status 
member than do all other First Nations in Ontario.  The largest gaps are in Schools, 
Electrical Systems, Roads and Bridges and Water Systems.  

Table 24:  Infrastructure 2005/06 Budgeted Total55

Budget Activity TRANSACTION ACTIVITY

Five Large 
First 

Nations All Others

Five 
Large 
First 

Nations All Others Gap
Wastewater - O&M 295,381 3,335,964 11 60 (49)
Water - O&M 365,977 3,922,617 14 70 (56)

On-Reserve O&M Housing Support Advisory Services 363,700 0 7 (7)
Facility Rental for Education 
Purposes 266,069 0 5 (5)
Schools - O&M 2,913,800 17,264,047 109 309 (200)
Teacherages, Residences, Group 
Homes - O&M 4,320,465 0 77 (77)
Asset Condition Reporting System 
(ACRS) 53,490 43,459 2 1 1
Community Buildings 423,206 4,864,383 16 87 (71)
Electrical Systems 53,933 9,360,284 2 167 (165)
Fire Protection 479,226 2,259,846 18 40 (22)
Maintenance Management 4,035 0 0 (0)
Other Protection 70,698 142,415 3 3 0
Roads and Bridges 1,934,352 9,891,317 72 177 (104)
Solid Waste 12,000 0 0 (0)
Special Services 634,714 2,282,755 24 41 (17)
Training - Fire Protection 484,727 1,029,386 18 18 (0)
Wastewater Systems 691,996 5,591,872 26 100 (74)
Water Systems 1,466,904 11,599,185 55 207 (153)

Total: 9,868,404 76,553,799 370 1,369 (1,000)

Per-Capita

First Nations Water Management 
Strategy

Operation and Maintenance of 
Education Assets and Facilities

Operation and Maintenance of 
Infrastructure Assets and Facilities

Budgeted Total

Funding for this area is formula driven based on the total assets a First Nation manages, 
the asset type and its location.  From an administrative standpoint, INAC maintains an
inventory of all assets under management by First Nations.  It is the responsibility of 
individual First Nations to register all assets under management in the Capital Asset
Inventory System (CAIS).  INAC allocates budgets for Infrastructure (O&M) in a two 
stage process by first calculating the Gross Requirement and then adjusting this by an 
asset factor.  The Net Funding Requirement then determines the budgeted allocations.

Gross Funding Requirement = Asset * Unit Cost * Quantity * City Index * Zone Index56

                                                
55 Funding data was provided in a spreadsheet titled largefnstudy.xls sent by Julie Denman on 07/11/2007. 
Per capita totals were calculated by dividing the funding dollars by the population data. Population data 
was obtained from Band Population Report for Ontario Region as of December 2005, Indian and Northern 
Affairs Canada.
56 See:  Regional Directive Ontario Region, CM-OAM-01.  (1989).  Indian and Inuit Affairs (now Indian 
and Northern Affairs Canada).
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asset factors and funding. Funding is presented in several different ways in the three 
columns on the right. In the first of these columns (i.e. the third from the right) funding 
per student unit attending school on Territory is provided. In the next column, the per 
capita allocation is calculated after factoring out the effect of the city and zone factors. It 
illustrates that the Five Large First Nations receive $24 less in funding per student than 
smaller First Nations. Given that the unit cost allowed for operating and maintenance is a 
constant cost per square metre ($56 / meter2) the only reason for the difference can be 
that the smaller First Nations have more square meters per student than the larger First 
Nations.

However, a larger gap arises in the allocation per school-aged person. The non-Five 
Large First Nations receive $550 per school aged person, 53% more than the Five Large 
First Nations. This merits further research, particularly in light of the lower attendance 
rates and per- student funding.

Table 26:  Estimates of Per-Capita and Per-Student O&M Allocations58

Average 
City 

Index:  
Schools

Average 
Zone 
Index:  

Schools

Asset 
Factor:  
Schools

City Index 
* Zone 
Index * 
Asset 
Factor

Per-Student 
Unit on 

Terriotry 
Capita 

Allocation 

Per Student 
Unit 

Allocation 
After 

Excluding City 
Indices, Zone 

Per-Capita 
Allocation (Ages 5-
18) After Excluding 
City Indices, Zone 
Indices and Asset 

Factors
Five Large 
First 
Nations 1.10 1.07 100% 1.17 974 832 360
All Other 
First 
Nations 1.32 1.42 100% 1.87 1603 856 550
Difference 0.22 0.35 0.00 0.70 629 24 190

That the Five Large First Nations have a relatively smaller amount of schools assets is 
consistent with the finding in 5.2 of this study on Major Capital allocations.  INAC’s 
Long Term Capital Plan 2002-03 to 2006-07 showed only one school major capital 

                                                
58 Source:
City and Zone Indices:  Cost Reference Manual (TID-AM-02), Indian and Northern Affairs Canada.  
(2005).
First Nations City Centers and Geographic Zones:  Band Classification Manual, Indian and Northern 
Affairs Canada.  (2004)
Average City Index: Schools:  Calculated as the average city index for the Schools O&M for the Five 
Large First Nations and for all other First Nations, respectively.
Average Zone Index Schools:  Calculated as the average zone index for the Schools O&M for the Five 
Large First Nations and for all other First Nations, respectively.
Product of City and Zone Indices:  Calculated as the average city index times the average zone index of the 
Five Large First Nations and for all other First Nations, respectively.
2005/06 Per-capita Allocation:  Funding data was provided in a spreadsheet titled largefnstudy.xls sent by 
Julie Denman on 07/11/2007. Per capita totals were calculated by dividing the funding dollars by the 
population data. Population data was obtained from Band Population Report for Ontario Region as of 
December 2005, Indian and Northern Affairs Canada.
Value of Assets per On Territory Member:  Calculated as the ratio of the 2005-06 Per-Capita Allocation 
divided by the Product of City Index, the Zone Index and the Asset Factor.
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project for the Five Large First Nations, whereas all other First Nations have 17 planned 
schools.59  

Electrical Systems
Electrical systems, as defined in INAC’s cost reference manual include transmission 
infrastructure, distribution infrastructure and street lights.60  Table 27 shows that while 
the Five Large First Nations received $165 less per on-Territory member for the 
operations and maintenance of electrical systems, $49 of this was the result of increased 
costs in more northern, remote communities.  After removing the impact of the city 
indices, zone indices and the asset factors the Five Large First Nations receive $106 less 
for the operations and maintenance of electrical systems per on-Territory status member.

Table 27:  Value of Electrical Systems Assets Under Management per On Territory Member61

Average City 
Index:  

Electrical 
Systems

Average Zone 
Index:  

Electrical 
Systems

Asset Factor:  
Electrical 
Systems

City Index x Zone 
Index x Asset 

Factor

2005/06 Per-
Capita 

Allocation

2005/06 Per-
Capita 

Allocation

Per-Capita Allocation After 
Excluding City Indices, Zone 

Indices and Asset Factors
Five Large First Nations 1.05 1.07 100% 1.12 2 2 2
All Other First Nations 1.09 1.42 100% 1.55 167 167 108
Difference 0.05 0.35 0.00 0.43 165 165 106

A substantial portion of this gap is likely due to the differences in access to electricity. 
First Nations across Ontario have varying levels of access to the North American 
electricity grid.  Off-grid First Nations would require more up-front capital to develop 
independent systems of generation, transmission and distribution, and, accordingly, more 
operations and maintenance funding to support the upkeep of such systems.  Table 28 
shows that while all of the Five Large First Nations have grid access, only 75% of all 
other First Nations have grid access.  The highest costs are expected62 for those First 
Nations with restricted access to off-grid diesel systems or with no services whatsoever, 
though together these account for 8% of all First Nations in Ontario.

Table 28:  Access to Electrical Power Systems63,64

Access to Electricity
Five Large 

First Nations
All Other First 

Nations
Five Large 

First Nations
All Other 

First Nations
Full Service Grid 5 101 100% 75%

No Service 7 0% 5%
Diesel, Full 22 0% 16%
Diesel, Restricted 4 0% 3%
Grand Total 5 134 100% 100%

Partial or No 
Service

Roads and Bridges

                                                
59 Long Term Capital Plan 2002-03 to 2006-07, Indian and Northern Affairs Canada.  (2002).
60 Cost Reference Manual (TID-AM-02), Indian and Northern Affairs Canada.  (2005).
61 See Reference 51
62 In order to more accurately quantify the O&M costs of off grid electricity generation, transmission and 
distribution, further research is required in this area.
63 Source:  Information on First Nations’ electricity grid accessibilities was provided in a spreadsheet titled 
“electric grid band info.xls” by Kerry Latham, INAC.  
64 Source:  The total number of First Nations of 139 in table 27 includes multiple entries for First Nations 
with differing electricity grid access areas.  
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Table 29 shows that while the Five Large First Nations received $105 less per on-
Territory member for the operations and maintenance of roads and bridges, $21 of this 
was the result of increased costs in more northern, remote communities.  After removing 
the impact of the city indices, zone indices and the asset factors the Five Large First 
Nations receive $84 less for the operations and maintenance of roads and bridges per on 
Territory status member.  Ideally, this analysis would examine the number of kilometres 
of each road type and the number of bridges each First Nation manages in order to fully 
appreciate the differences in operations and maintenance funding.

Table 29:  Value of Roads and Bridges Assets Under Management per On Territory Member65

Average City 
Index:  Roads 
and Bridges

Average Zone 
Index:  Roads 
and Bridges

Asset Factor:  
Roads and 

Bridges

City Index x Zone 
Index x Asset 

Factor

2005/06 Per-
Capita 

Allocation

2005/06 Per-
Capita 

Allocation

Per-Capita Allocation After 
Excluding City Indices, Zone 

Indices and Asset Factors
Five Large First Nations 1.03 1.00 100% 1.03 72 72 70
All Other First Nations 1.03 1.11 100% 1.15 177 177 154
Difference 0.01 0.11 0.00 0.12 105 105 84

Water Systems
Table 30 shows that while the Five Large First Nations received $152 less per on-
Territory member for the operations and maintenance of water systems, $23 of this was 
the result of increased costs in more northern, remote communities.  After removing the 
impact of the city indices, zone indices and the asset factors the Five Large First Nations 
receive $129 less for the operations and maintenance of water systems per on Territory
status member.

Table 30:  Value of Water Systems Assets per On Territory Member66

Average City 
Index:  Water 

Systems

Average Zone 
Index:  Water 

Systems
Asset Factor:  
Water Supply

City Index x Zone 
Index x Asset 

Factor

2005/06 Per-
Capita 

Allocation

2005/06 Per-
Capita 

Allocation

Per-Capita Allocation After 
Excluding City Indices, Zone 

Indices and Asset Factors
Five Large First Nations 1.01 1.02 80% 0.82 55 55 67
All Other First Nations 1.01 1.31 80% 1.06 207 207 196
Difference 0.00 0.29 0.00 0.23 152 152 129

Because the unit costs for water systems are the same for all First Nations in Ontario, the 
right-most column in Table 30 represents an approximate measure for the number of 
units under management.  That the Five Large First Nations have less water systems 
capital assets is consistent with the finding section 5.2 of this report on Major Capital 
allocations.  Between 2003/04 and 2006/07 the Five Large First Nations has per-capita 
gaps in water and wastewater capital funding which peaked in 2006/07 at $717 per on-
Territory status member.  Further, the Five Large First Nations have expressed concern 
that they are facing severe pressures in access to water systems.  The combination of 
decreased capital funding has provided them with fewer capital assets under management 
which, in turn, lowers their overall access to operations and maintenance funding. 

5.4.1. Conclusion
The per-capita gap in Infrastructure funding is the result of two aspects of INAC’s 
formula for allocating Operations and Maintenance funds.  First, the maintenance for 
assets that each First Nations manages is subsidized at different rates, depending where 

                                                
65 See Reference 51
66 See Reference 51
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Table 31:  Band Support Funding - Gap Analysis70

Budget Activity TRANSACTION ACTIVITY

Five Large 
First 

Nations All Others

Five 
Large 
First 

Nations All Others Gap
Band Support Funding 4,610,700 40,380,151 87 348 (261)
Band Support Funding - Careers 72,601 493,873 1 4 (3)

Total: 4,683,301 40,874,024 89 352 (264)
Band Support Funding

Totals per-capita

Total and per-capita allocations for Band Support Funding are presented in Table 31.  As 
the table shows, the Five Large First Nations receive $261 less in Band Support Funding 
per status member than do all other First Nations in Ontario.  Band Support Funding for 
Careers is provided to assist in the planning and development of local employment and 
training strategies, whereas Band Support Funding in general directly supports 
employment and training.71  Figure 9 shows the per-capita amounts each of the Five 
Large First Nations receive and the average per-capita amount for all other First Nations 
in Ontario.

Figure 9:  Per-Capita Band Support Funding - Five Large First Nations and All Others72
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5.5.1. Council Component

                                                
70 Funding data was provided in a spreadsheet titled largefnstudy.xls sent by Julie Denman on 07/11/2007. 
Per capita totals were calculated by dividing the funding dollars by the on and off Territory population 
totals for the Five Large First Nations and for all other First Nations in Ontario respectively. Population 
data was obtained from Band Population Report for Ontario Region as of December 2005, Indian and 
Northern Affairs Canada. 
71 See:  Band Support Funding Program Policy, Indian and Northern Affairs Canada.  
72 Funding data was provided in a spreadsheet titled largefnstudy.xls sent by Julie Denman on 07/11/2007. 
Per capita totals were calculated by dividing the funding dollars by the on and off Territory population 
totals for the Five Large First Nations and for all other First Nations in Ontario respectively. Population 
data was obtained from Band Population Report for Ontario Region as of December 2005, Indian and 
Northern Affairs Canada.
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In 2005/06 the council component represented approximately 10% of the Band Support 
Funding that the Five Large First Nations receive.  It is designed to compensate council 
members or those affiliated with council operations for time and effort spent in 
promoting the development of the First Nation as a whole.  This includes chief and 
councillor salaries, travel costs and honoraria.73

Funds for this component are allocated based on the First Nation’s total status member 
population base (on and off Territory).  First Nations with fewer than 1,199 status 
members are placed on a near linear scale which increases the allotted amount with every 
100 status members the First Nation represents.  First Nations that represent more than 
1,199 members receive a capped amount of $97, 396, regardless of their size.74  

In Figure 10 the original funding amount has been plotted along with the linear 
extrapolation of the scaled increases for First Nations with fewer than 1,199 status 
members.  Each of the Five Large First Nations have been plotted on the extrapolation to 
illustrate the difference in relative funding that the currently policy is producing due to 
the cap.  Table 32 provides the actual gaps between the extrapolated and actual Council 
Component for the Five Large First Nations.

                                                
73 For definitions of all Band Support Funding Components, see:  Band Support Funding Program Policy, 
received from INAC on November 15th, 2007.
74 See:  Band Support Funding Policy Guide, Indian and Northern Affairs Canada.  Table 1, pp 22.
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Figure 10:  Council Component - Actual and Extrapolated75
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Table 32:  Council Funding Gaps - Five Large First Nations76

Fist Nation
Projected Increase 
in Council Funding

 Oneida Nation of the Thames $159,155
 Wikwemikong $231,727
 Mohawks of the Bay of Quinte $256,592
 Mohawks of Akwesasne $371,076
Six Nation of the Grand River $865,907
Total $1,884,458

As Table 32 shows, the projected additional funding that the Five Large First Nations 
could receive if the ceiling on the council allowance were removed is approximately $1.9 
million, with Six Nations receiving the largest increase both in absolute terms and 
relative to their current allocation.  

5.5.2. Basic Overhead

                                                
75 The linear extrapolation presented in Figure 8 is based on council component allocations for bands with 
fewer than 1299 total status members.  See:  Band Support Funding Policy Guide, Indian and Northern 
Affairs Canada.  Table 1, pp 22.
76 Each of the Five Large First Nations were mapped on to the extrapolations presented in Figure 8 of this 
document based on their total on and off Territory population.  The difference between the extrapolated 
value and the actual value of $97,396 is presented in Table 16.
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Figure 11: Basic Overhead Allotments - < $2.7 million81
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All of the Five Large First Nations administer more than $2.7 million in Basic Services82.  
For these and other large First Nations, a logarithmic formula is applied to the total Basic 
Services administered and added to an amount proportional to the on-Territory status 
members the First Nation provides for.  

The formula for arriving at the maximum amount of Basic Overhead funding has been 
reproduced in Table 32.  As the table shows, Basic Overhead is based on a normalized 
logarithmic term which increases with the total Basic Services a First Nation administers 
and a population term that increases by $3,264 with every 100 on-Territory status 
members above 400.  A sample calculation is provided below for a First Nation that 
administers $5,500,000 in Basic Services for a total on-Territory population of 4,000 
status members.

                                                
81 Plots were based on:  Band Support Funding Policy Guide, Indian and Northern Affairs Canada.  Tables 
2.1-2.5, pp 23-27.
82 See:  Band Support Funding 2005/2006 Official Version (5):  Wikwemikong, Oneida Nation of the 
Thames, Mohawks of the Bay of Quinte, Mohawks of Akwesasne, Six Nations.  Received from Indian and 
Northern Affairs Canada on November 15th, 2007.
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Table 33:  Basic Overhead Formula and Sample Calculation83

Maximum 
Band Support 

Funding =
Normalizing 

Factor x
Exponential 

Logarithmic Function +

Amount per 100 
On-Reserve 

Status Members x
Population Above 400 

Status Members

BSF = 0.001030052 x (ln(Basic Services))7 + $3,264 x (population-400)/100

= 0.001030052 x (ln(5,500,000))7 + $3,264 x (4000-400)/100

= 0.001030052 x (15.52025865)7 + $3,264 x 3600/100
= 0.001030052 x 216,916,547 + $3,264 x 36
= +

Total = $340,939

Sample 
Calculation:

Normalized Logarithmic Term Population Term

$223,435 $117,504

Normalized Logarithmic Term:

Figure 12 shows the normalized logarithmic term plotted for Basic Services ranging from 
$2.7 million to $21.0 million.  Each of the Five Large First Nations has been placed on 
the curve based on the Basic Services they administered in 2005/0684.

                                                
83 The formula for Basic Overhead is provided in:  Band Support Funding Program Policy.  Indian and 
Northern Affairs Canada.  Table 2.6, pp 28.  We note that because Indian and Northern Affairs Canada uses 
a software application to calculate the amount of Basic Overhead a band receives, we could not verify that 
the factors and formulas presented herein were actually used in the calculations themselves.  Differences 
between the calculated amount of Basic Overhead in this study and the amount disbursed by INAC may be 
the result of factors that have been updated in the Basic Overhead software application but not in the 
Program Guide.
84 For 2005/06 Basic Services by First Nation See:  Band Support Funding 2005/2006 Official Version (5):  
Wikwemikong, Oneida Nation of the Thames, Mohawks of the Bay of Quinte, Mohawks of Akwesasne, 
Six Nations.  Received from Indian and Northern Affairs Canada on November 15th, 2007.
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Figure 12:  Basic Overhead - Normalized Logarithm Curve for First Nations that Administer More 
than $2.7 million in Basic Services85
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First Nations receive $3,263 for every 100 on-Territory status members in excess of 400.  
Figure 13 shows the funding curves each of the Five Large First Nations are eligible for 
according to their on-Territory populations.

                                                
85 The formula for the normalized logarithmic term in the Basic Overhead formula is provided in:  Band 
Support Funding Program Policy.  Indian and Northern Affairs Canada.  Table 2.6, pp 28.  The Five Large 
First Nations were mapped onto the curve using Basic Services totals found in:  Band Support Funding 
2005/2006 Official Version (5):  Wikwemikong, Oneida Nation of the Thames, Mohawks of the Bay of 
Quinte, Mohawks of Akwesasne, Six Nations.  Received from Indian and Northern Affairs Canada on 
November 15th, 2007.
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Figure 13:  Population Term of Basic Overhead - Five Large First Nations86
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Table 34:  Components of Basic Overhead

Amount % Amount % Amount %
Oneida $255,952 89% $32,630 11% $288,582 100%
Mohawks of Akwesasne $397,797 63% $238,199 37% $635,996 100%
Mohawks Bay of Quinte $260,321 87% $39,156 13% $299,477 100%
Wikwemikong $346,443 84% $65,260 16% $411,703 100%
Six Nations $369,451 52% $339,352 48% $708,803 100%

Population Term
Normalized 

Logarithmic Term
Maximum Basic 

Overhead

Table 34 summarizes the contribution that the normalized logarithmic and population 
terms make to the Basic Overhead component.  As noted earlier, the normalized 
logarithmic term increases with the total Basic Services a First Nation administers.  This 
study has identified and examined the per-capita funding gaps for three of the seven 
components of Basic Services:  Education; Minor Capital; and Infrastructure.  Each of 
these funding blocks are based on formulas or policies that may disadvantage the Five 
Large First Nations and in each case this paper has provided suggested corrections or 
areas of investigation that are required in order to develop an effective and fair correction 
to the existing formula or policy.  Assuming the differences in Education, Minor Capital 
and Infrastructure are corrected, the Basic Services each First Nation administers will 
                                                
86 The formula for the population term in the Basic Overhead formula is provided in:  Band Support 
Funding Program Policy.  Indian and Northern Affairs Canada.  Table 2.6, pp 28.
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Figure 14 shows that a single approved service staff at Wikwemikong will, on average, 
administer double the funds as does a service staff at Six Nations.

Figure 14:  Basic Services $ per Approved PY94
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5.5.7. Environmental Factor
The Environmental Factor is intended to offset the increased costs of lighting and heating 
to First Nations which are geographically situated in northern areas with harsh climates.  
The factor is applied to the cost sensitive portions of the council component and the basic 
overhead allocation to determine the maximum allotment.  Three of the Five Large First 
Nations are classified as Zone 1-A, meaning they are assigned an environmental index of 
0 and are consequently allotted no funds through the Environmental Factor.  Mohawks of 
Akwesasne and Wikwemikong receive $95,904 and $45,952 respectively95.

Because the Environmental Factor makes a moderate contribution towards total Band 
Support Funding and because it is based on the geographical location and not the size of a 
First Nation, no further analysis is presented here.

5.5.8. Audit and Professional

The Audit and Professional Fees are delivered to offset the costs associated with the 
preparation of the annual First Nation audit, evaluation of grant programs, 
communications and other activities.  The amount is the sum of the following96:

                                                
94 Data for this Figure was calculated by dividing the total Basic Services each band administers by the total 
approved PYs, both of which can be found in:  Band Support Funding 2005/2006 Official Version (5):  
Wikwemikong, Oneida Nation of the Thames, Mohawks of the Bay of Quinte, Mohawks of Akwesasne, 
Six Nations.  Received from Indian and Northern Affairs Canada on November 15th, 2007.
95 See:  Band Support Funding 2005/2006 Official Version (5):  Wikwemikong, Oneida Nation of the 
Thames, Mohawks of the Bay of Quinte, Mohawks of Akwesasne, Six Nations.  Received from Indian and 
Northern Affairs Canada on November 15th, 2007.
96 See:  Band Support Funding Step-by-Step Formula Calculations.  Indian and Northern Affairs Canada.  
Received from Indian and Northern Affairs Canada on November 16th, 2007.
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5.5.10. Conclusion

The current INAC policy on Band Support Funding is based on population and Basic 
Services, amongst other factors.  In some instances population based formula caps
allocations according to a First Nation’s size.  Where this is the case, it appears that the 
policy does not recognize the increased costs of First Nations governance for large First 
Nations in Ontario.  Were the cap removed on the Council Component, the Five Large 
First Nations would receive an increase in their maximum allotment of Band Support 
Funding of approximately $1.9 million.

In addition, formulae that are based on Basic Services have created a compound effect in 
some areas of Band Support Funding.  Underfunding in Education, Minor Capital and 
Infrastructure decreases the total allocations for the Basic Overhead and Audit and 
Professional components of Band Support Funding.  Indeed, correcting certain funding 
differences in the Education, Minor Capital and Infrastructure development areas would 
help increase the amount of total Band Support Funding the Five Large First Nations 
would receive.

Because Band Support Funding is delivered to all First Nations through a national 
funding envelope, the calculated amounts in the formulas discussed in this study 
represent their respective maximum allotments.  If the sum of all First Nations’ maximum 
amounts exceeds the national envelope, each will receive a share funds in proportion to 
their calculated maximum.  For this reason, changes to the specific funding formulae 
discussed above will not necessarily increase the Five Large First Nations’ funding by the 
calculated amount but will increase their respective shares of the total national budget.  


