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January 14» 1982

MINISTER,
DEPARTMENT OF ECONOMIC 
DEVELOPMENT & TOURISM.

In accordance with the provisions of the Small Business Loans 

and Guarantees Ordinance, I am pleased to enclose the report 

o f  the Fund for the year ended March 31, 1981, to be tabled 

at the next session of the Leglis la tlve  Assembly of the 

Northwest Territories.

C.A. Bennett, 
Vice-Chairman,
Small Business Loans 
and Guarantees Board.

Attachment.

Government ol the Northwest Territories. Yellowknife. N W T. Canada X1A2L9/ Telex: 034-45528



Northwest T e r r i t o r i e s  

Small Bu s in e ss  Loans and Guarantees Fund 

Annual Report 1980-81

The Northwest T e r r i t o r i e s  Small B u s in e s s  Loans and Guarantees  

Fund 1s by d e f i n i t i o n  a fund of l a s t  r e s o r t ,  designed to  p rov ide  

b us in e s s  funding  to people tha t  because o f  r i s k  or geograph ic  

lo c a t io n  are prevented from o b ta in in g  normal commercial fu n d in g .  

The Fund 1s designed to  a s s i s t  in the c re a t io n ,  a c q u i s i t i o n  or 

expansion o f  a b u s in e s s  1n the N.W.T.

The year 1980-81 was in d ic a t i v e  o f  the economic slowdown and high  

in te r e s t  ra te s  experienced in most of the Northwest T e r r i t o r i e s .  

Th is was a period  of b u s in e s s  c o n s o l id a t io n  brought about by the  

in te r e s t  ra te s  th a t  peaked at twenty-two percent in  March, 1981. 

Although the economy as a whole was so f t  d u r in g  the year, some 

areas s t a r te d  to show an economic improvement. Notable among 

these are Tuktoyaktuk, In u v ik ,  and Norman W e l ls .  Petroleum  

e x p lo ra t io n  was a su b s ta n t ia l  c o n tr ib u to r  to the improved 

economic c o n d i t io n s  in  these a reas .

Other geograph ic  areas that were in f luen ced  by mineral 

e x p lo ra t io n  enjoyed a f a i r l y  buoyant economy as a c t i v i t i e s  in  

t h i s  in d u s t ry  were maintained at a high leve l throughout the 

year. This  included such areas as Y e l lo w k n ife ,  Fort Smith and 

Baker Lake. A th i r d  subject matter of in t e r e s t  to the Small 

Bu s in e ss  Loan Fund i s  in the f i e l d  of general c o n t r a c t in g .  A 

p o l i c y  d e c is io n  o f  the N.W.T. Housing Corporat ion  to  encourage  

lo ca l  people to enter the house c o n s t ru c t io n  and renovat ion  f i e l d  

has re su lted  in severa l a p p l ic a t io n s  fo r  t h i s  type of b u s in e s s .

The Small B u s in e ss  Loans and Guarantees Fund i s  managed by an 

A dv iso ry  Board comprised of s ix  members appointed by the 

Commissioner and M in i s te r  of Economic Development and Tourism.

Two members are from the Department and f i l l  the c a p a c ity  of  

Chairman and V ice-Chairm an. The other four  are from the b u s in e s s  

community. The fu n c t io n  of the A d v iso ry  Board is  to  con s ide r  

each loan proposa l and make recommendations to the Commissioner  

who is  the so le  a u th o r i ty  fo r  the g ra n t in g  of lo an s.



The current A d v iso ry  Board c o n s i s t s  of the fo l lo w in g  people:

Rod M orr lson

C. A. Bennett

D. Bo sse rt  

R. Hardy

A. Semmler

D. Webb

G.N.W.T.

G.N.W.T.

Businesswoman

Businessman

Businessman

Businessman

Chairman 

V1ce-Cha1rman

Member

Member

Member

Member

During the year the Board held s ix  m eetings, considered  

t h i r t y - f o u r  a p p l i c a t io n s  and approved twelve loans and s ix  loan  

guarantees.  The Board m ain ta in s  a c lo se  observance of a l l  a c t iv e  

loans by means of a review that i s  conducted at each meeting. In  

t h i s  way they are kept informed on the s ta tu s  o f  each c l ie n t  and 

can recommend ac t ion  in cases th a t  warrant i t .

The a d m in is t ra t io n  o f  the Fund i s  the r e s p o n s i b i l i t y  of the 

F in a n c ia l  Se rv ice s  Se c t io n ,  D iv i s io n  o f  Commerce, Department of 

Economic Development and Tourism. Th is  se c t io n ,  composed of f i v e  

persons, adm in iste rs  two funds in a d d it io n  to the Small B u s ine ss  

Loan Fund, which Fund comprises about one th i r d  of the volume of 

the Sect ion.

The Small Business  Loan Fund has a good working r e la t io n s h ip  with  

the f in a n c ia l  community of the N.W.T.. Of p a r t i c u la r  note are 

the Federal B u s in e ss  Development Bank and the Department of 

Regional Economic E x p an s io n 's  Spec ia l  A .R .D .A . program. In 

c e r ta in  ca se s ,  the Federal Bus iness  Development Bank and the 

Small B u s ine ss  Loan Fund share loans on a j o in t  p a r t i c ip a t io n  

b a s i s .  Thé Sp e c ia l  A .R .D .A . Fund i s  a grant program that  

f re q u e n t ly  complements the Small Bu s in e ss  Loan Fund and t h i s  

m agn if ie s  the in ten t of both sources o f  fund ing.

During  the year,  economic c o n d i t io n s  and the needs o f  the 

b us in ess  community in d ic a te d  that emphasis should be placed on 

b us in e ss  c o u n s e l l in g  and the development of to ta l  funding  

p ro p o sa ls  for c l i e n t s .  The ph ilosophy of the Sect ion  of "h e lp in g  

people to help themselves in  b u s in e s s "  was mainta ined and 

expanded by the use o f  vo lun teers  from the f e d e r a l l y  funded



"Canadian Executive  S e rv ic e s  Overseas" o r g a n iz a t io n .  Th is  

o r g a n iz a t io n ,  through the use of r e t i r e d  and sem1-ret1red  

bus in ess  e xecu t ive s ,  p rov ides management a s s i s t a n c e  and. . 

c o n su l t in g  se r v ic e s  at a minimal cost f o r  a term o f  up to three  

months. We u t i l i z e d  the se r v ic e s  of up to f i v e  C .E .S .O .  

c o n su ltan ts  at any one time dur ing  the year to a s s i s t  v a r io u s  

c l i e n t s  with g e n e ra l ly  very p o s i t i v e  r e s u l t s .

The r e s u l t s  of an a c tu a r ia l  study of the fund c a rr ie d  out in  1980 

recommended that the fund be increased  by 5 m i l l i o n  d o l l a r s  and 

fu r th e r  that a l l  in te r e s t  revenues generated by the fund should  

remain w ith in  the fund. Based on the recommendation o f  t h i s  

study, d i s c u s s io n s  are c u r re n t ly  underway with both the  

T e r r i t o r i a l  Executive  and the Department of Ind ian  and Northern  

A f f a i r s  to expand not on ly  the a v a i l a b le  c a p it a l  in  the fund but 

a lso  i t s  parameters. The r e s u l t s  of these d i s c u s s io n s  w i l l  

h o p e fu l ly  be a proposal to be tab led  in the L e g i s l a t i v e  Assembly  

in the comi ng year.

S ince the in cep t ion  o f  the Fund in 1970-71, 462 a p p l i c a t io n s  have 

been presented fo r  the c o n s id e ra t io n  o f  the A d v iso ry  Board of 

which 191 were approved and issued  fo r  a to ta l  of $5,937,319. In 

1980-81, loans  and guarantees approved amounted to $471,200. 

P r in c ip a l  repayments to the Fund dur ing  the year t o t a l l e d  

$611,585 and in te r e s t  received  amounted to $307,555. At year end 

the a c t ive  loans in force  t o t a l l e d  $2,942,424 and in te re s t  

rece ivab le  was $150,341 or 5.1 percent of the ou ts tan d in g  

p r in c ip a l  which i s  a moderate increase  over l a s t  y e a r ' s  r a t io  of  

4.2 percent o f  o u ts tan d in g  p r in c ip a l .  Th is  r a t io  i s  a measure of  

the Fund 's  success  in m a in ta in in g  the e f f i c i e n c y  o f  loan 

repayments. The in te re s t  re ce iva b le  has ranged from a high of 

5.46 percent in 1977 to a low of 4.21 percent in 1979-80. The 

reduct ion  in loan repayment e f f i c ie n c y  i s  a r e f le c t io n  of the 

impact of h igh  in t e r e s t  ra te s  on our c l i e n t  b u s in e s se s .

The p r in c ip a l  port ion  of bad debts w r it ten  o f f  amounted to 

$77,957.21 f o r  s ix  lo an s.  This b r in g s  the to ta l  w r ite  o f f  s ince  

in cep tion  o f  the Fund to $168,977.67 which i s  3.15 percent of 

invested c a p i t a l .  Th is  r a t io n  i s  un u su a l ly  low and a lthough  

f a c t u a l ,  does not take in to  account p o te n t ia l  lo s s e s  due to



f o re c lo su re s  e tc .  that are 1n p roce ss .  The probable  ra te  may be 

1n the area o f  nine percent but w i l l  on ly  be known when the  

proceeds of fo re c lo su re s  1n process „ some o f  them as lon g  as four  

y e a r s ,  are known. At the time of the t r a n s fe r  o f  the Fund from 

the Department o f  In d ian  and Northern A f f a i r s  In 1977, I t  was 

determined tha t  a r e a l i s t i c  l o s s  rate  of f i f t e e n  percent would be 

acceptab le  due to the high r i s k  nature of the Fund. Other  

s t a t i s t i c a l  data appears at the end of t h i s  repo rt .

The fund c u r re n t ly  a s s i s t s  small b u s in esse s  in a l l  reg io n s  of the 

Northwest T e r r i t o r i e s .  The b u s in e s se s  supported by the fund 1n 

1981 employed 816 persons at an average wage of $15,000 fo r  a 

to ta l  pay ro l l  o f  approxim ate ly  12 m i l l i o n  d o l l a r s .  This means 

that one job i s  created fo r  every $5,000 o f  funds loaned out 

r e s u l t in g  in an annual return to  the economy o f  $15,000.



SMALL BUSINESS LOANS AND GUARANTEES FUND 

STATEMENT OF REVENUES AND DISBURSEMENTS 

f o r  the f i s c a l  period  

A p r i l  1, 1980 to March 31, 1981

REVENUES

Payments received $ 919,140.40

$ 919,140.40

DISBURSEMENTS

P r in c ip a l  port ion  to re v o lv in g  fund $ 611,585.05

In te re s t  to General Revenues 307,555.35

$ 919,140.40



SMALL BUSINESS LOANS AND GUARANTEES FUND

STATEMENT OF ASSETS AND L IA B IL IT IE S  

as at March 31, 1981

ASSETS

C as h

Loans Rece ivab le

L IA B IL IT IE S

Small Bu s iness  Loans and
Guarantees Revo lv ing  Fund $ 5,000,000.00

$ 2,057,576.00

2,942,424.00

5,000,000.00

*2*7"
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SMALL BUSINESS LOANS AND GUARANTEES FUND 

DISTRIBUTION OF LOANS 

1980-81

REGION NO. LOANS AMOUNT % LOANS

B a f f in 1

oCDoLOCMV» 5.6

Fort Smith 2 118,900 26.5

Cambridge Bay 1 100,000 22.4

In uv lk 2 153,000 34.3

Keewati n - - -

Y e llow kn ife 2 50,000 11.2

8 $ 447,400 100.00

S IZE

Up to $10,000 - $

$10,000 to $25,000 1 18,900 4.2

$25,000 to $50,000 3 75,000 16.8

$50,000 to $100,000 4 353,500 79.0

8 $ 447,400 100.00

INDUSTRY GROUPING

A g r ic u l t u r a l - - -

General C on struc t io n - - -

M un ic ipa l Se rv ice s 1 18,900 4.2

Resource H a rve st in g - - -

R e ta i l 1 56,500 12.6

Serv i ce 1 25,000 5.6

Tourism & Food Se rv ice 2 125,000 27.9

Transport 1 100,000 22.4

Trucki ng 1 97,000 21.7

Other 1 $ 25,000 5.6

8 447,400 100.00



SMALL BUSINESS LOANS AND GUARANTEES FUND 

INDUSTRY GROUPING AS AT MARCH 31, 1981

INDUSTRY GROUPING NO . LOANS VALUE % OF PORTFOLIO

Consumer 1 $ 6,450 .2

General C o n struc t io n 4 142,613 4.8

M unic ipa l Se rv ice s 4 45,942 1.6

Other 12 391,375 13.3

Resource H arve st in g 9 135,488 4.6

R e ta i l 10 308,278 10.5

Serv ice 24 435,062 14.8

Tourism & Food Se rv ice 14 437,954 14.9

Transport 20 796,343 27.0

Trucki ng 6 242,919 8.3

104 $2,942,424 100.0



SMALL BUSINESS LOANS AND GUARANTEES FUND 

REGIONAL DISTRIBUTION OF LOANS

as at March 31, 1981
;....------------------ —.

REGIONAL NO. LOANS VALUE % OF PORTFOLIO

B a f f in  Region 5 $ 95,717 3.3
Fort Smith Region 74 2,028,342 68.9
Cambridge Bay Region 4 186,298 6.3
Inuv lk  Region 20 579,284 19.7
Keewatin Region 1 52,783 1.8

104 $ 2,942,424 100.00

S IZE

Up to $10,000 26 $ 161,315 5.5
$10,000 to $25,000 35 607,834 20.8
$25,000 to $50,000 28 1,013,503 34.3
$50,000 to $100,000 15 1,159,772 39.4

104 $ 2,942,424 100.00



SMALL BUSINESS LOANS AND GUARANTEES FUND
LOAN FUND STATISTICAL REVIEW

Applications Received 
Loans Approved 
Value of Loans Issued 

Value of Guarantees Issued 
Principal Repaid 
No. Loans Repaid 

Foreclosures or Write Offs

Principal Outstanding

Interest Received

FROM INCEPTION OF PROGRAM

1970-71 1971-72 1972-73 1973-74 1974-75

18

7

$115,500

33

14

$306,058

51

24

$595,380 $

43

16

291,400 $

79

37

784,600

$ 2,095 $ 19,202 $ 53,218 
1

$ 93,846

2
$ 233,747

8

$113,405 $400,261 $942,423 $1. 139,977 $1 ,690,830

$ 415 $ 17,862 $ 34,042 $ 72,607 $ 92,538



SMALL BUSINESS LOANS AND GUARANTEES FUND
LOAN FUND STATISTICAL REVIEWS i l l

FROM INCEPTION OF PROGRAM 
-  2 -

1975-76 1976-77 1977-78 1978-79 1979-80 1930-81

Applications Received 40 41 42 48 33 35
Loans Approved 15 17 19 18 18 8

Value of Loans Is sue d $ 33,500 $ 627,345 $ ' 770,399 $ 683,709 $ 942,029 $ 587,400
Value of Guarantees Issued $ 100,00 $ 161,400 $ 471,200

P r in c ip a l  Repaid $ 287,255 $ 222,254 $ 569,799 $ 341,229 $ 560,589 $ 611,585
No. Loans Repaid 6 6 15 9 15 8

F o re c lo su re s  or Write O f f s 3 6 8 10 6 -0-
Principal Outstanding $1 ,737,074 $2 ,142,165 $2 ,342,765 $2 ,685,245 $2 ,966,609 ,942,424
Interest Received $ 135,279 $ 180,876 $ 224,286 $ 237,671 $ 295,573 $ 307,555

■‘ ■ í ' «•■dSasJWk
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