
 
 
 
 
 
 
 

SA® 

                                                               
 
 
INFORMATION SUMMARY 
 
Kevin O’Brien 
Chief Investment Officer 

 
It is my honor and privilege to introduce an exciting development which 
offers the potential to significantly alter the paradigm for economic 
development of American Indian Nations.  Over the past sixteen months 
and with the invaluable assistance of numerous individuals, an experienced 
management team has been assembled to create the First Nations 
Enterprise Development Fund.  This innovative program is slated to 
become the first federally chartered Small Business Investment Company 

("SBIC" or "the Fund") focused exclusively on financing the development of manufacturing joint 
ventures on, or in close proximity to, Indian reservations and designated HUBZones.  As such, this 
program will become a national demonstration project for financing economic development on 
American Indian reservations. 
 
The underlying rationale for the Fund's investment strategy is the creation of a business model with 
which to access the federal incentive programs available to eligible firms, thereby providing the Fund's 
portfolio companies with a decisive competitive advantage relative to non-reservation competitors, as 
well as to provide investors in the program with a 39% federal investment tax credit and access to 3:1 
federal supplemental funds. 
 
The management team recruited to operate this program has received a successful review of the 
Fund's investment strategy and program metrics from the Investment Committee of the U.S. Small 
Business Administration in Washington, D.C.  Capital commitments may be subscribed by qualified 
parties including corporate investors, regulated financial institutions, casino operators, tribal nations, 
and other classes of eligible institutional investors.  Advantages to SBIC participants include the 
following: 
 
• Yield enhancement provided by access to 3:1 federal supplemental funds (i.e., the ability for 

the Fund's investors to earn a return on $20 million of invested capital for each $5 million in 
committed investor capital).  The premium yield feature effectively doubles the investors' 
internal rate of return. 

 
• The Fund's investment strategy has been designed to qualify for the recently enacted new 

markets tax credit program, enabling participants to receive a 39% federal investment tax 
credit on the entire amount of their commitment.  This tax credit may be allocable among 
multiple classes of investors. 

 
• The reservation manufacturing joint venture business model offers SBIC participants the 

ability to monetize substantial federal preference programs (e.g., $6 billion in annual 
HUBZone set-asides, 20% cumulative bid price premium incentive, and the 5% Department 
of Defense incentive subsidy program). 

 
• SBIC participation is an eligible CRA compliance activity for participating financial institutions. 
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Advantages (continued) 
 
 
• Participation in an SBIC enables corporations, regulated financial institutions, and tribal 

investors to engage in private equity and mezzanine investments (e.g., equity; convertible 
debt; or debt with warrants) through the formation of component manufacturing and 
technology commercialization joint ventures with premier research & development firms and 
prime defense contractors, thereby capturing the value accretion increment.  Besides 
partnering with established premier R&D companies, an SBIC may acquire a controlling 
interest in portfolio investments, providing additional assurance of value protection for 
investors. 

 
• Designation of each participating financial institution as a First Nations Preferred Depository 

Institutiontm providing select institutions with a highly visible vehicle for attracting tribal gaming 
deposits, currently estimated at $8 billion per annum. 

 
• Availability of a corporate sponsorship (i.e., private label) opportunity for a select corporate 

investor to brand the program as a corporate social imperative. 
 

 
Commercialization of Defense Sector R&D: 
Component Manufacturing Joint Ventures 

 
 
The First Nations SBIC investment template comprises the joint venture business model.  This 
business model is especially tailored to technology-based manufacturing and subcontracting 
activities, including OEM component manufacturing and assembly operations.  The joint venture 
model offers numerous benefits and has proven successful in applications involving Alaskan Native 
Corporations ("ANCs"), enabling numerous ANCs to develop exceptionally profitable business 
enterprises and achieve sustainable, diversified economies.  Prospective joint venture participants will 
include select R&D firms, and are expected to comprise predominantly SBIR stage III federal grant 
awardees, as the U.S. government’s SBIR program historically represents an excellent proxy for 
determination of commercialization success.  Joint ventures will generally entail either licensing or 
direct contribution of proprietary technology.  In order to validate the Fund’s investment model, the 
First Nations management team has successfully developed the first advanced-technology 
manufacturing company ever created on an American Indian reservation; Advanced Ceramics 
Manufacturing LLC, a joint venture company established in partnership with Advanced Ceramics 
Research ("ACR") to commercialize certain products and processes which are proprietary to ACR. 
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Investment Model: Advanced Ceramics Manufacturing 
Joint Venture: Advanced Ceramics Research / Tohono O’Odham Nation 
 
Advanced Ceramics Research (“ACR”) is recognized by numerous federal defense agencies as a 
top-ranked defense contractor, and is an R&D 100 award-winning company located in Tucson, 
Arizona.  The company has also received the White House Tibbett's award for outstanding business 
practices.  The Fund management team worked with the principals of ACR to establish a joint venture 
company, Advanced Ceramics Manufacturing, to commercialize ACR’s R&D technologies as a 
component manufacturer under subcontract to major defense companies and under direct contract to 
U.S. defense agencies.  In order to ensure competent governance of the joint venture company, we 
invited Dr. John Buckingham, Dean of the Eller Graduate School of Management at the University of 
Arizona, to become a member of the board of directors for the company, along with Mr. Charles 
("Gus") Grant, founder and Chairman of Sprint Corporation.  Both director nominees accepted the 
invitation, and Dr. Buckingham subsequently received approval from the Arizona Board of Regents to 
serve as a member of the board of directors of the company.  This transaction was the topic of a story 
developed by Mr. Dan Morse, a Washington, D.C. bureau reporter for the Wall Street Journal, and 
was approved by the WSJ editorial staff as a front page feature article.  Subsequent to formation, the 
joint venture company was purchased by the San Xavier Development Authority, a tribally-chartered 
organization of the Tohono O’Odham Nation, where it continues profitable manufacturing operations 
today on the Tohono O’Odham reservation near Tucson, Arizona. 
 
Subsequent to successful validation of the Fund’s investment model, the First Nations SBIC program 
has been developed to expand and capture the business opportunities available to astute participants, 
including providing participants with a premium yield attributable to utilization of 3:1 federal 
supplemental funds and a 39% investment tax credit.  In addition, the ability of the First Nations SBIC 
program to provide capital financing for reservation enterprise development means that tribal gaming 
revenue need no longer compete with funding for the development of other types of enterprises.  The 
Fund's investment strategy offers financial participants access to strategic partners, enabling 
participants to partner with outstanding defense contractors and premier technology development 
firms.  Through the formation of manufacturing joint ventures with strategic partners, the SBIC 
program offers participants the ability to acquire a portfolio of financial interests in manufacturing and 
commercialization affiliates on an actual cost basis valuation.  Since gaming is approaching market 
saturation in many areas, economic diversification from gaming dependency offers immeasurable 
long-term benefits to tribal governments and their community members.  The SBIC will act as an 
effective interface between tribal governments and the development and management of enterprise 
operations, offering separation of financial and business decisions from the tribal political process, 
thereby providing tribal nations with a diversified, sustainable economy as a foundation for economic 
self-determination, including development of 21st century technology business parks and high wage 
employment opportunities for tribal members. 
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Kevin O’Brien, Chief Investment Officer 
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First Nations Enterprise Development Fund SBIC 
Reservation 

Economic Development Investment Program 
 

Component Manufacturing Joint Ventures 
in conjunction with Formation of a Federally Chartered 

Small Business Investment Company (SBIC) 
 
 
   

COMPONENT 
  

  
DESCRIPTION 

  
ADVANTAGES 

 
ggg                               Reservation 
Economic Development 

Business Model 

 
Advanced Technology 

Commercialization 
and 

Subcontract Manufacturing 
Joint Ventures 

 
 

In Partnership with 
 

   4 Technology Research Firms 
   4 Emerging Growth Companies 
   4 Prime Defense Contractors 
  
          Examples:  Lockheed Martin  
                            Motorola 
                            TRW 

 
4 Access to Technology, Management  
     and Industry Relationships 
4 Value Added Potential 
4 Reduced Dependence on Local  
     Economy 
4 Provides Tribal Investment Income  
     Through Monetization of Federal  
     Preference Incentives 
4 Creates High Wage Manufacturing  
     Jobs 
4 Opportunity for University Graduate  
     Employment for Tribal Members 
4 Utilized Successfully in Emerging  
     Markets 
 
      Example: United States - Mexico Border 
                      Germany - Poland Border Zone 
                       Israel - Jordan Border Zone 

 
ggg                                  Reservation 
Economic and Industrial 

Development Finance 
Program 

 
Federally Chartered 

Small Business Investment 
Company 

(SBIC) 
 

4 Linked Deposits: 
     Tribal Nations may Utilize  
     Linked Deposits and Federal Tax  
     Credit to Establish Program 
 
      Example: 
 
      75% Total Capital - Federal Funds 
      25% Total Capital - Banks / Corporations 
 
4 Direct Participation: 
     Tribal Nations may Participate  
     Directly in Program 
 
      Example: 
 
      $15  Million - Federal Funds 
      $3.5 Million - Financial Institutions 
      $1.5 Million - Tribal Nation 
 
      The SBIC Program Enables  
      Participating Tribal Nations to  
      Commit $20 Million to  
      Reservation Economic  
      Development on an Investment  
      of $1.5 Million 

 
4 Enables Tribal Nations to Utilize 3:1  
     Federal Funds and Linked Deposits to 
     Finance Reservation Economic  
     Development Projects 
4 SBIC Program Provides Federal Tax  
     Credit (39%) for Investments in  
     Businesses Located on Reservations 
4 Provides Capital Financing for  
     Industrial Development Projects  
     Utilizing Debt and Equity Finance 
4 Provides Conduit for Banks to Invest  
     in Reservation Industrial Development 
4 Participating Tribal Nations may  
     Achieve 13:1 Leverage of Financial  
     Resources and Shift Over 90% of  
     Investment Risk to the Federal  
     Government and Participating Banks 
4 Access to 3:1 Federal Supplemental  
     Funds Effectively Doubles Yield from  
     Investments in Reservation Enterprise 
     Development 
4  First Nations SBIC Program Enables  
      Tribes to Finance the Formation of  
      Joint Venture Corporations as a  
      Vehicle with which to Monetize Federal  
      Preference Programs, Creating High  
      Quality Reservation Employment and  
      Tribal Investment Income 

 
ggg             Federal Preference  

Incentives 

 
4 Hubzone Set-Aside/Price Adjustment 
4 Section 8(a) Set-Aside 
4 Minority Business Set-Aside 
4 Department of Defense Subsidy 

 
4 Federal Incentives Offer Tribal  
     Nations the Opportunity to Develop a  
     Diversified, Sustainable Economy and 
     Achieve True Self-Determination 




