Responsible Investment and Indigenous Trusts
A Discussion Paper

Summary
The purpose of this discussion paper is to start a conversation among Indigenous
communities and their representatives about the opportunities and challenges
associated with aligning Trust investments with community values, community
development aspirations and the broader goals of Reconciliation.
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Responsible Investment and Indigenous Trusts
A Discussion Paper

Introduction
A growing number of Indigenous communities across Canada are establishing trusts to
hold and manage the funds obtained from business activities and claims settlements
(land claims, treaty land entitlement, hydro claims). Investment income from those funds
helps Indigenous communities meet their immediate needs. Faced with the responsibility
to invest trust assets, Indigenous communities’ have questions about how they can align
their investments with their broader values and long-term community development
aspirations.
Providing for immediate and longer-term needs is not a new concept to Indigenous
Peoples. For many generations, our ancestors followed age-old traditions of hunting and
gathering food for the survival of our families and community. Indigenous leaders knew
their people needed to eat that day and for weeks and months to come, so once the
food was brought back to the village, some was eaten immediately, and the rest was
preserved for the following weeks.
In many ways, investing is not different and is not a foreign concept to Indigenous
People. Using community assets for short-, medium- and long-term use has been around
for millennia. In recent generations, Indigenous communities have settled outstanding
claims, negotiated Impact Benefit Agreements and successfully established and
managed profit-generating community-based business ventures. These activities have
led to the creation of trusts as a method of managing financial assets for the benefit of
current and future generations.
Investing is a way for communities to grow their financial assets. But investments can
have direct impacts on Indigenous communities – both positive and negative. For
example, an Indigenous Trust may own shares in companies that operate in and around
Indigenous territories and lands. These companies may operate in ways that generate
employment, training and contracting opportunities for the community or they may
operate in ways that harm the community. Ensuring that Indigenous Trust assets are
invested in ways that align with community interests and traditional values is difficult,
even when trustees are careful about hiring reputable investment management firms.
However, First Nation, Inuit and Metis peoples can take steps to direct how their financial
assets are invested. The purpose of this discussion paper is to start a conversation
among Indigenous communities and their representatives about the opportunities
and challenges associated with aligning Trust investments with community values,
community development aspirations and the broader goals of Reconciliation. This
paper was prepared by the National Aboriginal Trust Officers Association (NATOA) to
help Indigenous trustees to think about how the financial assets entrusted to their care
can be invested in ways to support their communities now and for future generations.
Comments about the paper are encouraged and can be sent to:

Mark Sevestre
President
National Aboriginal Trust Officers Association (NATOA)
mark_sevestre@natoa.ca
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Definitions
This discussion paper uses many special terms. The following definitions provide background to these
special words and phrases.

ESG:
ESG stands for environmental, social and governance factors. ESG has become
shorthand for ways of investing that embrace these factors to help investors
manage risks and identify opportunities.

Fiduciary duty:

The duty of trustees and others in positions of power to act prudently and solely in
the interest of beneficiaries.

Impact Investing:

Investments made in companies, organizations or funds with the intention of
generating measurable social and environmental benefits alongside financial
returns.

Responsible Investment:

An approach to investing that incorporates environmental, social and governance
(ESG) factors into investment decisions, to better manage risk, generate sustainable,
long-term returns and align investors with the broader objectives of society.

Screening:

Excluding or including certain sectors, companies, projects or countries from a
portfolio. For example, asset owners may exclude weapons manufacturing or
tobacco or include renewable energy or green real estate companies.

Shareholder Engagement:

Using shareholders’ voice to influence corporate behavior and seek better
company policies and practices related to, for example, labour rights, respect for
Indigenous rights and environmental practices.

Proxy Voting:

Most company shares have voting rights. Shareholders can vote their shares by
proxy instead of attending company meetings. Shareholders have a chance to
vote on many issues each year. The most common are the election of directors,
appointment of auditors and approval of executive compensation. Sometimes
votes relate directly to the impacts of company practices on Indigenous Peoples.
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Background
Overview of Indigenous Trusts
Trusts have been used by Indigenous communities for many years to protect
settlement funds for the long-term benefit of Indigenous communities. These
Trusts are established with varying governance structures that may include
boards of trustees with community-based members, external corporate
trustees or combinations of both. These trustees are responsible for good
governance and for hiring and overseeing investment managers, advisory
and auditing professionals to ensure transparency and reporting to the Trusts’
beneficiaries.
NATOA was established in 2006 to provide Indigenous communities with the
resources and information to efficiently create, manage and operate trusts,
and to ensure that our Trusts are managed in a professional manner, with
the appropriate investment expertise and in ways that meet our fiduciary
requirements
Generally, most Indigenous trusts use the experience and expertise of nonIndigenous firms and more specifically non-Indigenous people.¹ Investment
managers are largely selected based on their track record of protecting
and growing the assets in the trust and generating income for their clients.
Indigenous communities in Canada require immediate income to address
the critical issues and needs we face today, such as health, housing and
employment. But our communities also have long-term aspirations and want
to invest in ways that respect our traditions and cultural values and help to
achieve our long-term goals.

NATOA and the Reconciliation and
Responsible Investment Project
In 2015, NATOA and the Shareholder Association for Research and Education
(SHARE) started working together on a project that would help Indigenous
communities and non-Indigenous Canadians bridge the reconciliation
gap highlighted in the Canadian Government’s Truth and Reconciliation
Commission Final Report and Call to Action. NATOA was established with
the belief that Indigenous communities should invest in ways that recognize
their own traditions and cultural values. SHARE’s mission is to build responsible
investment leadership in Canada with the vision of contributing to a more
sustainable, inclusive and productive economy.
The Reconciliation and Responsible Investment Initiative (RRII) brings together
the strengths and passions of both organizations to support Indigenous
communities in their efforts to invest in ways that reflect traditional and
cultural values while meeting their communities’ immediate and long-term
needs.
¹ There are exceptions to this in Canada with a number of Indigenous-owned firms operating trust management companies, impact
investment funds and other financial service organizations that serve Indigenous trusts.
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Aligning Values & Investment
Example #1
Sometimes recognizing broader community values requires trusts to make decisions about where to invest
and how to act as a shareholder, as illustrated in this example and in the example on page 9. In this
example, a First Nation was in a conflict with a mining company. As part of the conflict, the First Nation
was blocking the company’s access roads, making it difficult for the company to operate in the First
Nation’s traditional territory. The company had not engaged in any form of dialogue with the First Nation,
which led the two parties down a path of conflict.
The First Nation also had an investment portfolio and when its investment manager presented an update,
Council discovered it owned shares in the same company against which the First Nation was protesting.
Until that time, the First Nation was not aware that it owned shares in this company and the investment
manager was not aware that the First Nation was in conflict with the company.
As a result of the situation, the First Nation discussed its options, including engaging with the company,
together with other concerned shareholders, about the concerns of the First Nation about the company’s
practices and how those may be resolved.
Indigenous values play an important role in how our communities invest. These values serve as guideposts and,
when used correctly by leaders and trustee boards, are compatible with the principles of fiduciary responsibility.
Applying Indigenous values and fiduciary principles to trust governance and investment policies can help
ensure that the communities’ financial assets are managed prudently and in its best interest.

On Being an Investment Fiduciary
An investment fiduciary is someone who manages
the assets of another person. The act of managing
those assets places the fiduciary in a special
relationship of trust, confidence, and legal
responsibility. Fiduciary responsibilities can include
the following expectations for trustee boards and
their representatives:

• Act in good faith in the interests of

beneficiaries, including avoiding conflicts of
interest and prohibited transactions;

• Act with due care, skill and diligence in line

with the standards, laws, and trust provisions;

• Diversify assets to a specific risk/return profile;
• Prepare an investment policy statement;
• Use prudent experts, and demonstrate due
diligence;

•
• Control and account for investment expenses;
and

• Monitor the activities of the prudent experts.²

² J.R. Rich and N.E. Hume, Band Councils, Band Moneys and Fiduciary Duties, 2011, Ratcliff and Company LLP, available from:
http://www.ratcliff.com/sites/default/files/publications/00513728.PDF.
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“In our every deliberation,
we must consider the
impact of our decisions
on the next seven
generations.”
Seventh Generation Principle,
The Great Law of the Iroquois Confederacy
Source:
Indigenous Corporate Training
https://www.ictinc.ca/blog/seventh-generation-principle

An investment fiduciary’s effectiveness is generally
evaluated on how they do their job – a prudent and
logical process that forms the basis of investment
decisions – not on their short-term financial
performance. For this reason, trustee boards need
clear policies to ensure that community needs,
and values are considered. Responsible investment
strategies help do this on an on-going basis. The
latest legal opinions in Canada and internationally
recognize that considering beneficiaries’ interests and
the environmental and social impacts of investments
are in line with the principles of fiduciary responsibility.³
There is also broad evidence demonstrating that
considering ESG issues does not result in lower returns for
investors.4

Indigenous Values: A Framework for Trust Governance & Investment
Three of the longstanding Indigenous values and teachings that are particularly relevant to investing and are
consistent with fiduciary principles are: stewardship, sustainability and accountability.
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Our Indigenous communities understand that we
are simply caretakers for future generations. For our
leaders, stewardship means having the willingness and
passion to serve and to be responsible for outcomes
that can affect others. One form of stewardship is
selectively harvesting from the natural world, for
spiritual practices, lodging, food, and transportation.
In terms of investing, think of a fiduciary as a steward
cloaked in a legal shawl.

Sustainability
Making decisions based on how the community
is affected through seven future generations is an
important frame of reference for evaluating our
investments. The seven-generation principle is based
on the idea that in every deliberation, we must
consider the impact on the seventh generation. This
approach to sustainability guides us to think about the
long-term impacts of our investments, and not just the
short-term returns.

Accountability refers to being aware of, and taking responsibility for, the impact of our actions on others
and it is part of the commitment of trustees to beneficiaries. Accountability is also an important feature of
reconciliation between Indigenous and non-Indigenous Peoples. Reconciliation requires those who have
harmed others either directly or indirectly to be accountable for those past wrongs and for the steps they take
to rebuild relationships with Indigenous Peoples.
³ R. Sullivan et. al., Fiduciary Duty in the 21st Century, 2015, available from: https://www.fiduciaryduty21.org/publications.html. 4 Deutsche
Asset &Wealth Management, ESG and Corporate Financial Performance: Mapping the global landscape, 2015, available from:
https://institutional.dws.com/content/_media/K15090_Academic_Insights_UK_EMEA_RZ_Online_151201_Final_(2).pdf.

07

Responsible Investment and Indigenous Trusts
A Discussion Paper

Indigenous Leadership Principles
Elder teachings on Indigenous leadership can help guide Indigenous trusts in their efforts to align their
investments with the values and long-term aspirations of their communities. These teachings celebrate
leadership that is intelligent, courageous and honest.

Intelligent Leadership

Honest Leadership

Intelligent leadership is thoughtful, skilled and
follows good procedures. An intelligent leader
carefully analyzes information before making a
decision. In the context of investment decision
making, intelligent leaders have clearly
articulated goals and objectives. They define
the roles and responsibilities of the decisionmakers and document objectives, standards,
policies, and regulations. Intelligent leaders are
also transparent and recognize the importance
of communicating investment policies and
strategies with the broader community.

Honest leadership is diligent, accountable,
genuine and inspired. Honest leaders inspire trust
in the people they work with and in the institutions
that they represent. For Indigenous trusts, this
leadership principle helps us navigate the
investment world and identify service providers
that will incorporate our communities’ beliefs and
values into their approach to investment.

Courageous Leadership
Courageous leadership is exemplary, disciplined,
and fair. Courageous leaders ask difficult
questions and are willing to consider new ideas,
while also being prudent and following due
process. These attributes are critical to those that
oversee trust investment strategies. Courageous
leaders are able to maintain checks and
balances to effectively oversee how their service
providers are performing.

Traditional Indigenous values and leadership principles provide Indigenous trusts with valuable
guidance for investing the communities’ financial assets prudently and in its best interest.

Indigenous
Values

Indigenous
Leadership
Teachings

Fiduciary
Principles

=

Investing
in the
Communities’
Best Interest
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Indigenous Leadership Principles
Example #2
An investment manager presented a portfolio update to a First Nation client. One of the
“performing” stocks in the portfolio was an oil company. Hearing the First Nation held shares
in this company led the Council to have a long, heated discussion on the ownership of any
company within the oil and gas sector. Many community members opposed oil extraction
based on their beliefs and the negative experiences of many Indigenous communities
with oil and gas companies. Given the parameters of the Investment Manager’s service
agreement with the First Nation, the investment in the oil company was reasonable and
consistent with investment fundamentals. However, the investment manager failed to
understand the client’s traditional and cultural values and the First Nations client failed to
communicate to the investment manager its expectations beyond meeting conventional
financial performance objectives.

Key Discussion Questions

1
How do the
investment
decisions we
make today
reflect our
community’s
values?

2

How can
we apply
the seventhgeneration
principle
into the way
we oversee
our trust
investments?

3

Which
community
values and
beliefs should
be referenced
in our
investment
policy
statement?

4

How can we
adjust our
investment
policy
statement
to more
adequately
reflect the
Trust’s longterm goals and
objectives?
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Investments that Emphasize Values
Indigenous trusts are not the only investors looking
for ways to align their investments with their values.
Foundations, universities, religious investors, and
workers’ pension funds are also grappling with
how to pursue investments that support their
values, including in some cases their organizations’
commitments to reconciliation.

Likewise, environmental foundations are searching
for investment strategies that favour companies
with high standards of energy efficiency and
natural resource conservation and for companies
that are taking steps to proactively address major
environmental challenges such as climate change
and water scarcity.

For example, many workers are concerned that
their pension savings may be invested in companies
that source products from factories with substandard health and safety practices and poor
working conditions. The trustees of these funds are
exploring ways to use their voices as shareholders
to enforce high labour standards in the companies
in which they are invested, including the right
of workers to organize, fair wages and safe
workplaces.

Indigenous trusts and other investors committed
to reconciliation are also urging companies
to establish formal structures for constructive
engagement and positive relationships with local,
indigenous and underserved communities. These
investors are asking questions about whether
companies commit to seeking free, prior and
informed consent of Indigenous peoples, whether
they have commitments to appointing Indigenous
board members and hiring Indigenous employees,
for example.

Hold a discussion about
how your community’s
values could be aligned
with your investment
policy. Invite Elders, youth
and community leaders to
help frame the discussion.
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Current State of Practice
To operate day-to-day, Indigenous trusts require professional assistance from external
service providers. For many Councils and communities, the oversight of their trust is
just one of the many urgent issues with which they must deal. Consequently, hiring
appropriate professionals is very important. The criteria for hiring these professionals is
generally based on their past performance and how well they compared to similar firms
and the overall market. Generally, these criteria do not consider whether Indigenous
issues are addressed in the manager’ investment processes.
For example, when given the authority and opportunity to exercise shareholder voting
rights, has your manager considered how corporate issues impact Indigenous rights,
territories or the environment?
NATOA has observed that many Indigenous trusts rely too heavily on non-Indigenous
knowledge and values to function. The primary focus tends to be on short-term
investment returns and not necessarily on the long-term impacts of investment decisions
on our communities. But this is changing. The tide is slowly turning and an awakening of
traditions and cultural values in managing our financial assets is occurring. Numerous
trusts are initiating conversations in their communities, with their trustee boards and
with their investment managers about how values and environmental and social
considerations can be addressed in investment policies and practices. There is a lot we
can learn from each other based on these initial conversations and experiences. NATOA
is committed to working with trusts and communities across Canada to help support,
broaden and connect these conversations and activities.

Key Discussion Questions

1

2

3

4

How can
Indigenous trusts
communicate
effectively with
their investment
managers about
their cultural
and traditional
values?

What kinds of
information do
Indigenous trusts
need to better
understand how
their investment
managers are
considering the
environmental,
health and wellbeing concerns of
their communities?

What barriers
do trusts face
in looking
beyond shortterm financial
performance in
their evaluation
of investment
managers?

How can these
barriers be
addressed and
what support
might we need
to do this?
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Conclusion
We hope this paper will foster fruitful conversations among Indigenous communities and their representatives. If
you have comments about the issues raised in this discussion paper or are interested in getting involved in the
Reconciliation and Responsible Investment Initiative, please contact us.

Mark Sevestre
President
National Aboriginal Trust Officers Association (NATOA)
mark_sevestre@natoa.ca

Jason Campbell, NATOA board member and CEO of Sovereign Power, Peter Chapman, Executive Director, SHARE and Andrea Nemtin, CEO
Inspirit Foundation.
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