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MESSAGE FROM THE

SOARD CHA|

The Nova Scotia Farm Loan Board (FLB) has
a long-standing history of providing valuable
support to farmers in Nova Scotia. Our goal
is to foster the development of sustainable
agriculture and agri-rural businesses in Nova
Scotia through responsible lending by providing
direct financial assistance to the sector.
Loans can support the purchase of farmland,
buildings, new construction, new crop varieties,
equipment upgrades and implementation
of new and innovative technologies, as well
as other projects. This year, we focused our
lending efforts on supporting Buy Local and
the rural economy.

The FLB is a developmental lender that helps
lower the risk for both the applicant and the
Province, with the end goal of supporting
successful agricultural enterprises. The FLB
is particularly pleased to be able to provide
opportunities for new entrants with flexible
loan programs and a focus on ensuring
success for the applicant. Extending services
to both new and experienced farmers and agri-
food businesses, the FLB facilitates access to
funding at competitive rates. We are pleased
to be playing an essential role in supporting
and providing opportunities for economic
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development, including funding several innovative projects
which brought new technology into the Province. The FLB
invested over $30 million dollars in 2019-20.

The FLB Board of Directors is responsible for providing
leadership and oversight for the organization’s lending program.
The members of the FLB Board of Directors come from different
areas of the Province with varying backgrounds related to
agriculture, forestry and finance.

Our agriculture industries have been hit hard, with farmers having
experienced several challenging years. Global food security and
our provincial agriculture industries were dealt a further blow in
early 2020 by the spread of COVID-19. We recognized the impact
to business cash flow, disruptions in operations and in many
cases, the need for farm businesses to pivot management and
production plans on a dime. The COVID-19 pandemic required
quick and immediate adaptations to our lending services and
programs. The FLB will continue to make important adjustments
that work for industry to ensure industry's viability long term
and to ensure the sustainability of the sectors’ contribution to
our provincial economy. We recognize the upcoming year will
continue to present challenges and the FLB will continue to work
with industry in addressing those challenges.

The FLB is proud to have supported farmers for over 100
years and will continue to be here to support them over the
upcoming year.

Andy Vermeulen, Acting Chair, Nova Scotia Farm Loan Board
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MESSAGE FROM THE

Just as fast as a good farming year passes,
so too, can another tough blow for agriculture
come, and the end of this year has brought
uncertainty and worry to our agriculture
and agri-food industries with the impact of
COVID-19. Though the long-term impacts of
COVID-19 are not known at this time, it is clear
that Nova Scotians are supporting Buy Local
and care, perhaps more now than ever, about
supporting our local agriculture industry and
ensuring a stable food supply and food security
for our neighbours.
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The FLBremains committed to supportindustry
through all business cycles. We have worked
hard to support our clients through providing
financing to change business models and offer
flexible payment arrangements to increase
financial stability. Staff focused on client
outreach, ensuring all clients felt supported
with a solution that worked for them. Many of
you have indicated you were glad to be a client
of the FLB. The value of a Nova Scotia lending
agency with local representatives and local
decisions remains clear.

£
>
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Beyond the impact of COVID-19, the FLB continued to grow its
lending programs with a focus on innovative technology, on-
farm efficiencies and through working collaboratively with other
government partners and industry. Internally, we continue to
work on implementation of a new loan management system to
offer increased flexibility and respond to the changing needs of
industry. Staff remain committed to a continuous improvement
culture to offer a simplified lending process for clients, while
ensuring that success of our clients comes first.

| would like to recognize the commitment of my staff to serve
their clients and industry with unprecedented speed and effort.
Their ability to serve their clients in a remote capacity has been
seamless and without significant disruption.

Among all of the uncertainty we face here in Nova Scotia, our
farmers and those in the agri-food industry continue to shine a
positive example of how important it is to preserve and continue
to offer quality, local products to our fellow Nova Scotians. We
look forward to returning to a “better normal” and seeing what
exciting things the future holds for our agriculture and agri-food
industries. One thing is certain: the FLB will continue to be here,
holding steady for Nova Scotian agriculture.

Jennifer Thompson, CEQ, Farm Loan Board
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BUARD

OF DIRECTORS

The FLB has an industry-based Board of Directors that are active in their
businesses and communities while providing leadership and direction
by offering valuable insight into industry and shape the strategic

direction of the organization.

ANDREW VERMEULEN

ACTING CHAIR & VICE-CHAIR

Andy has been raised in the farming industry, successfully operating multiple farming companies for over 40
years. As owner of Vermeulen Farms Ltd., Andy has gained considerable experience in financial accounting,
strategic business and succession planning, sales, production, and food safety. In addition to his employment
background, Andy’s education includes a Bachelor of Science in Agricultural Engineering and completion of
the Canadian Total Excellence in Agricultural Management program from the George Morris Centre in 2012.
He currently holds multiple positions on numerous boards and committees in his profession and community,
offering expertise in board structure and operations.

STEVE BROWN
DIRECTOR

Steve is familiar with the agriculture industry and is a former Forestry Supervisor with the Nova Scotia
Department of Natural Resources. Steve has had experience in various leadership roles, including serving on
the Board of Directors for the North Nova Forest Owners and on the Primary Forest Products Board. Steve is
also a grower and seller of Christmas trees and is familiar with other local industries, such as the blueberry,
cranberry, strawberry and maple syrup industries. Steve has been an active member of the Bass River Fire
department for over 39 years.
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Willy has extensive experience in the Nova Scotia agriculture industry, having owned and operated
Barneybrook Farms Ltd (Dairy) for 27 years in the community of Hardwood Lands in East Hants. He is a
corporate and community leader and has held many leadership roles including, Municipal Counselor, President
of the Nova Scotia Federation of Agriculture and Director of the Canadian Federation of Agriculture, where

he co-chaired the National Food Safety Committee and served on the Trade Committee in Hong Kong and
Geneva. Back at home, Willy was a member of Farmers Dairy Ltd., serving as Vice Chair of the Board and Chair
of the Audit Committee. He was also a member of the Provincial Farm Practices Board. Willy's interest as

a Director has been in the areas of audit and governance, while growing the portfolio. His current business
focuses are real-estate development and seniors’ housing. Willy has always been supported in life by his

wife and business partner, Sherma. Willy and Sherma have three married daughters and a growing brood of
grandchildren. Willy will tell you that the FLB is a critically important tool in the development of agriculture by
fostering greater food sustainability and growing the economy of Nova Scotia.
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Dianne has extensive experience in the agriculture industry. She has worked in the co-operative sector for
more than twenty years, working alongside several agriculture businesses. With a Master's in Economics, she
has significant knowledge and experience in business analysis and financing, and she is currently managing
a $160 million business financing program. She has served on many provincial, regional, and national boards,
including several crown corporations.

Dianne feels that the agriculture industry is a backbone industry for the Nova Scotia economy and a
significant contributor to the provincial Gross Domestic Product. It is critically important to our food, food
access and security, and to our environment. It touches many other industries such as transportation,
processing and production, export, technology, research and science. She takes pleasure in serving on the
FLB and seeing first-hand the hardworking people who are committed to the industry, their business and their
communities. The risks they take and their impact is admirable.

Caleb has a strong background in agriculture as he grew up on a farm in Nova Scotia. Caleb has a Bachelor
of Commerce and is a Chartered Professional Accountant. He has extensive leadership, financial reporting,
treasury management and operational experience in a wide range of industries.
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THE NOVA SCOTIA
FARM LOAN BOARD




MISSION

The FLB builds on the success of agriculture in Nova Scotia by providing lending
opportunities to expand, grow and innovate.

VISION

To be a lender of choice in the development of agriculture in rural Nova Scotia.

MANDATE

The mandate of the FLB is to support the agricultural industry through the provision of
capital financing. It operates as a corporation of the Crown under the Agriculture and
Rural Credit Act. This Act provides authority to the Farm Loan Board to make loans to,
or guarantee loans of, a borrower for acquiring or improving any farm asset, including
livestock. Regulations made under the Act govern the terms and conditions of loans
provided by the Farm Loan Board.

Established under the Forest Act as the Timber Loan Board (TLB), the FLB also serves
the forest industry by providing for credit to acquire forested land for forest product
mills. Regulations of the TLB, which govern terms and conditions of credit provided, are
made under this Act.
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In 2019, farm cash receipts increased
approximately $30 million, or 5.2%, to $605
million, nearly matching the record high 2013
receipts of $605.8 million. The increase in
farm cash receipts can be largely attributed
to cannabis receipts. As a policy decision,
we did not lend to this sector in 2019-20.

Dairy continued to be the top revenue-
generating sector at $149 million. Total
receipts for the supply managed industries
combined accounted for half of all farm
cash receipts. In 2019-20, 35% of the FLB's
outstanding loan principal was in supply
managed commodities. The FLB is pleased
to support the Dairy Farmers of Nova Scotia
new entrant program with customized
lending opportunities. Other major
contributors to farm cash receipts included
field vegetables excluding potatoes ($33.1
million), cattle ($24.1 million), floriculture
and nursery products and sod ($23.5
million), and fresh blueberries, wild and
cultivated ($21.6 million). Apple farm cash
receipts were $17.3 million in 2019.

Nova Scotia's small domestic market means
that exports are crucial to the economic
well-being of the industry. Nova Scotia
exported agriculture and agri-food products
to 78 countries in 2019, with almost half

of Nova Scotia's agriculture and agri-food
exports destined to the United States (46%).
The Province's international agriculture

and agri-food exports increased slightly in
2019 to $367 million. Agri-food products
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were Nova Scotia’s fourth largest export category, accounting for 5% of international exports in 2019. Wild
blueberry exports continued to be Nova Scotia's largest valued agriculture and agri-food export, totalling $140
million in 2019, an increase of 34% over 2018. The apple industry continues its recovery from the previous
year's frost event and is reflected in our lending to the industry in 2019-20. Fresh apple exports totalled $10.8
million in 2019. The growth of the Nova Scotia wine industry in 2019-20 was reflected in our lending.

The FLB supports value-add and further processing projects that allow Nova Scotian farmers to maximize the
value of their products for export markets. The FLB continued to support businesses seeking new markets
internationally by investing in apple ($3.9 million), blueberry (§1.9 million) and wine farm businesses ($250
thousand), comprising 20% of the 2019-20 total lending portfolio (16 clients, 17 loans).

Serving clients in our domestic market is also a priority of the FLB. These investments were on track with
overall domestic and international export market values and shares.

Year # of Apple loans # of Winery/Grape loans # of Blueberry loans
2015-16 51 14 20

2016-17 56 9 8

2017-18 57 n 3

2018-19 64 16 8

2019-20 65 20 9
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Total national outstanding farm debt has trended upward over the past 5 years.

Nova Scotia's total outstanding farm debt in 2019 was $1.17 billion, or 1% of the national outstanding farm
debt.

According to Statistics Canada, the value of total farm assets in Canada in 2019 rose 4.3% to $655 billion.

Farmland, valued at almost $50 billion in 2019, accounted for 84% of the increase in total Canadian asset
values.

Farmland values were up in every province, including Nova Scotia. Nova Scotia's value rose to a 5-year
high of $3.44 billion.

Overall, higher quota values and year-over-year investment in machinery also contributed to the increase
in farm asset values in Nova Scotia.

Total liabilities in every province increased at a faster pace than farm assets. Trends indicate that nationally,
for the fourth time in the last five years, a higher proportion of farm assets were financed through debt.

; Other 2%
Unior?;et‘li‘!/t 15% Nova Scotia
¢ Farm Loan Board
**The retail category includes credit owed
to machinery and finance companies, dealers, 1 a0 .
stores, and private individuals. **Retail 9% Nova Scotla
Outstanding
farm debt
Chartered Banks
39% 2019
34% Federal
Government
Agencies
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The FLB supported the agriculture industry this year with an investment of $30.2 million
in new projects, an increase of approximately 26% over last year, and a total investment
of $176 million in 2019-20. The FLB approved 70 new applications, down from 76 last
year, with total funds approved of over $26.1 million. We have supported the growth of
the micro-loan program as well as larger projects. The FLB has added a Development
Officer to its staff, with the goal of increasing client outreach and promotion of the
benefits of the FLB.

LOAN PRINCIPAL OUTSTANDING

as at March 31, 2020

Other 6%

Grapes & Wineries 8%

‘ Dairy 17%
Other Fruit 4% '

Apple 10% Loan Principal
Outstanding
as at Poultry 19%
Fur 8% March 31, 2020 ﬂ
Vegetables &
- Other Crops 7%

Greenhouse 10%
L

Blueberries 6%

Other 2019-20 highlights:

88 clients in arrears, compared to 103 in 2018-19

All clients received financial guidance through loans processing as part of the FLB's
regular services and 60 clients received additional special credit counselling.
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FARM LOAN

PRUGRANM

The FLB is committed to meeting the needs of industry and to growing businesses by matching clients with
viable loans programs and customized solutions based on credit, risk assessment and client need. Loans may
range from as low as $3,000 to multimillion-dollar projects. Although the FLB does not set a maximum value for
loans, those over $5 million are subject to Executive Council approval.

The FLB offers a suite of lending programs to assist with working capital, land and equipment purchases,
life insurance and debt refinancing. It also offers several products designed to serve specific lending needs,
including long-term development projects such as orchards and grapes, loans for quotas and also new entrant
support to encourage new commercial farmers to establish farms or to take over farms through succession.

SPECIALIZED LENDING PRODUCTS

The FLB has supported the capitalization of rural Nova Scotia businesses with an investment of $176 million in
Nova Scotia farms and farm processing, as outlined in the lending programs below:

Fixed Farm Mortgage - offers a fixed The Farm Debt Consolidator
interest rate for the full amortization period, — is a financial tool used for debt restructuring
from 1 to 30 years. by ‘cleaning up’ short-term payables, stagnant

operating debt, medium-term loans and

Term Farm Mortgage - offers term rate restructuring long-term debt with other lenders.

financing for 3, 5 and 10 years with 1 to 30-year
amortizations.

Deferred Product Options

The Quota Loan - is for buying milk, egg, — is a program specifically designed for apple
broiler, or turkey quota. This loan is designed and blueberry development and vineyards. It
to make the quota affordable and match the is beneficial in situations where a long-range
operation’s cash flow. approach to cash flow is required.
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The Jump Start Program

— is designed for new entrants to farming.
By combining some of the best components
of other FLB products, it provides ongoing
farm financial management advice with an
emphasis on providing clients with flexibility.
In tandem with the provincial FarmNEXT
program, it can give new entrants a great
start to their farming career.

PROGRESS ON GOALS

Fast Tractor Equipment Financing -
provides a preapproved purchasing line of credit
for new or used equipment.

Micro-Loan Program - assists direct-
to-market small scale operations/farms to
expand their agricultural businesses through
the availability of $50,000 or less for capital or
operating projects.

Our operational plan includes five goals that have internal operational benefits as well as external lending and

customer satisfaction outcomes.

Growing the Rural Economy

This goal considers both how we communicate
with clients across Nova Scotia as well as

the development and utilization of programs
designed to support growth. With a focus on
growing our lending portfolio and enhancing our
product line, we are committed to growing rural
and coastal communities through responsible
lending. We continue to provide long-term fixed
rate loans to support established farmers and
new entrants in the development stage of their
business. Provincial investments through FLB

NOVA SCOTIA FARM LOAN BOARD

loans make Nova Scotia a better and more
productive place to harvest, grow and process
agricultural products.

We worked closely with the Department of
Agriculture's Programs Division to support
clients in accessing programs and loans. For
example, the Blueberry Harvester Program
allowed clients to receive grant funds for a
portion of new blueberry harvester equipment
to improve on-farm efficiency, while being
supported by FLB lending for the remainder
of the purchase. The FLB also bridged clients
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by financing their initial purchases, which could
then be claimed back through the Department’s
Business Advancer Program.

In 2019, the FLB extended 70 loans supporting
capital purchases, food production, process
improvements and quality improvements with a
value of $26.1 million.

Quality Lending

The FLB has a legacy of excellent client
relationships. To maintain our success, we

are committed to continuous monitoring of

our portfolio's risk, client profiles and client
satisfaction. It is also important to the FLB to
maintain balanced portfolios, with a range of risk
scores from limited risk to more risky loans. Not
only does this help the FLB remain cost-neutral,
it ensures that our resource commodities are
sustainable during market downturns.

In 2019-20, we continued to invest in growing
industries such as apple, wine, grape and
greenhouse production. We also supported
innovative farmers and processors in the
development of new crops and agri-products.
The FLB also worked diligently with special credit
clients to help them move to more in-depth
financial recovery plans and to help get farms
back on track.

Continuous Improvement

Streamlining processes between the FLB and the
Fisheries and Aquaculture Loan Board is critical to
meeting our goal of reducing loan processing times
and making it easier for clients to apply for loans.

Last year, the FLB began streamlining procedures
which resulted in faster and more effective
processing of loans. In 2019-20, we continued

NOVA SCOTIA FARM LOAN BOARD

to build upon these successes and supported
by updated regulations, the FLB was able to
improve service times for loans between $2
million and $5 million.

Positioned for Success

This goal aims to ensure continued success
through effective systems and responsiveness

to industry changes. This year, we had seven

new Micro-Loans in support of small business
totaling nearly $211 thousand. The FLB continued
to invest in the procurement of a new loan
management system to meet and exceed client
expectations regarding service and flexibility. This
modernization of our systems and processes is
expected to result in greater client satisfaction.

Accountability

The FLB's reputation of quality and timely work has
contributed to its reputation in the industry as a
trusted partner. To meet this goal, we continued to
review our current systems to determine gaps in
client service and satisfaction. This review included
the new loan management system which provides
improved reporting to enable the FLB to keep track
of commodity and other important trends.

We pride ourselves on excellent client
relationships through the delivery of valuable
advisory and customer services. By regularly
visiting clients throughout the Province, providing
advice and connecting with industry, our clients
can be confident that their loans have been

fully analyzed and structured to meet their
individual needs when they finance with the FLB.
Industry outreach is important to ensure strong
relationships with the sectors we support. In 2019-
20, we attended eight industry events to meet with
our clients and industry stakeholders.
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COVID-19 RESPONSE

The Bank of Canada (BoC) lowered its benchmark
rate by 50 basis points in early March 2020, bringing
borrowing costs to its lowest rate since August
2017. The decline in the BoC interest rate was in
response to potential economic damages stemming
from the spread of COVID-19. It again slashed its
base rate by an additional 50 basis points in late
March 2020 in response to further growing economic
concerns related to the COVID-19 pandemic.

The FLB understands the importance of agriculture
to the provincial economy. In direct response to

growing concerns for the sustainability of our
provincial farm and agri-businesses and preservation
of food security, the FLB supported industry through
the onset of COVID-19 by providing flexibility to
individual clients who were financially impacted

by the pandemic. The FLB lowered interest rates,
following BoC rates. In March 2020, the FLB also
supported clients through payment deferral options
such as interest-only payments and full principal and
interest deferrals.

COMMUNITY PASTURES PROGRAM

The FLB has eight community pastures located
throughout rural Nova Scotia. Developed in the
1950's, the community pasture program was
designed to help beef farmers keep their costs
down by providing grazing land for their animals
throughout the summer months.

The pastures have nearly 6,000 acres of land with
3,775 of those acres cleared pastureland. The FLB

Cape John
870 acres

Minudie
2,552 acres

Roxville
290 acres

NOVA SCOTIA FARM LOAN BOARD

is proud to keep large pieces of land in our Province
for agricultural use and to have this land available
for farmers. In 2019-20, we began working to make
sure that the pastures continue to be an available
resource to help grow the rural economy now and for
future generations. We look forward to finalizing this
work in 2020-21.

Cheticamp
750 acres

Cape Mabou
570 acres

Maple Brook
634 acres

Little Harbour
215 acres

Manchester
140 acres

Government owned

community pastures in Nova Scotia
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Nova Scotia Farm Loan
Board

Financial Statements
March 31, 2020
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Management’s responsibility for the Financial Statements

The financial statements have been prepared by management in accordance with Canadian public sector
accounting standards and the integrity and objectivity of these statements are management’s
responsibility. Management is also responsible for all of the notes to the financial statements and for
ensuring that this information is consistent, where appropriate, with the information contained in the
financial statements.

Management is also responsible for implementing and maintaining a system of internal controls to
provide reasonable assurance that reliable financial information is produced.

The Board of Directors is responsible for ensuring that management fulfils its responsibilities for financial
reporting and internal control. The Board of Directors reviews internal financial statements on a monthly
basis and external audited financial statements yearly.

The external auditors, PricewaterhouseCoopers LLP, conducts an independent examination, in accordance
with Canadian auditing standards, and express its opinion on the financial statements. The external
auditor has full and free access to financial management of the Nova Scotia Farm Loan Board and its
Board of Directors and meet when required.

On behalf of the Nova Scotia Farm Loan Board
DocuSigned by:

Junsifer Thompson.

oy
TRk 202 T2 EARH Y —

Jennifer Thompson, Director of Crown Lending Agencies
DocuSigned by:
Danicl P[u’umu,

Daniel Phinney, Chairman
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Independent auditor’s report

To the Board of Directors of Nova Scotia Farm Loan Board

Our opinion

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of Nova Scotia Farm Loan Board (the Board) as at March 31, 2020 and the results of its
operations and its cash flows for the year then ended in accordance with Canadian public sector
accounting standards.

‘What we have audited

The Board’s financial statements comprise:

. the statement of financial position as at March 31, 2020;

. the statement of changes in net debt for the year then ended;

o the statement of operations and accumulated surplus for the year then ended;

. the statement of cash flows for the year then ended; and

. the notes to the financial statements, which include a summary of significant accounting policies.

Basts for opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the Auditor’s responsibilities for the audit
of the financial statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Independence

We are independent of the Board in accordance with the ethical requirements that are relevant to our
audit of the financial statements in Canada. We have fulfilled our other ethical responsibilities in
accordance with these requirements.

Responsibilities of management and those charged with governance for the financial
statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with Canadian public sector accounting standards, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

PricewaterhouseCoopers LLP
Cogswell Tower, 2000 Barrington Street, Suite 1101, Halifax, Nova Scotia, Canada B3J 3K1
T: +1 902 491 7400, F: +1 902 422 1166

“PwC” refers to PricewaterhouseCoopers LLP, an Ontario limited liability partnership.
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In preparing the financial statements, management is responsible for assessing the Board’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Board or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Board’s financial reporting process.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with Canadian generally accepted auditing standards will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.

. Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Board’s internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

. Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Board’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Board to cease to continue as a
going concern.

. Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.
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We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

%W@M LLP
Chartered Professional Accountants

Halifax, Nova Scotia
July 16, 2020
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Nova Scotia Farm Loan Board
Statement of Financial Position
As at March 31, 2020

(in thousands of dollars)

2020 2019
$ $
Financial assets
Accounts receivable 21 31
Interest and other receivables, net (note 4) 1,725 1,891
Loans receivable, net (note 5) 159,067 160,397
Real estate held for resale (note 6) 320 246
161,133 162,565
Liabilities
Due to the Province of Nova Scotia 21 31
Advances from the Province of Nova Scotia, net
(note 7) 162,839 165,626
162,860 165,657
Net debt (1,727) (3,092)
Non-financial assets
Real estate (note 8) 1,727 3,092
Accumulated surplus - -
Commitments (note 15)
Approved by the Board of Directors
Director Director
The accompanying notes are an integral part of these financial statements.
(1)
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Nova Scotia Farm Loan Board

Statement of Changes in Net Debt
For the year ended March 31, 2020

(in thousands of dollars)

2020 2019
$ $
Net surplus - -
Impairment of real estate 1,365 303
1,365 303

Net debt — Beginning of year (3,092) (3,395)

Net debt — End of year (1,727) (3,092)

The accompanying notes are an integral part of these financial statements.
(2)
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Nova Scotia Farm Loan Board

Statement of Operations and Accumulated Surplus
For the year ended March 31, 2020

(in thousands of dollars)

(Unaudited)

Budget Actual Actual
2020 2020 2019
$ $ $
Revenue
Interest on loans 6,800 6,416 6,311
Loan processing and other fees 209 174 97
Life insurance program revenue, net 22 18 21
7,031 6,608 6,429
Expenses
Lending expenses (note 9) 6,604 12,113 6,131
Annual surplus (deficit) before distributions from the
Province of Nova Scotia 427 (5,505) 298
Contributions from (distributions to) the Province of
Nova Scotia (427) 5,505 (298)
Annual surplus for the year and Accumulated surplus —
Beginning and End of year - - -
The accompanying notes are an integral part of these financial statements.
(3)
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Nova Scotia Farm Loan Board

Statement of Cash Flows
For the year ended March 31, 2020

(in thousands of dollars)

2020 2019
$ $
Cash flows provided by (used in)
Operating activities
Annual surplus for the year - -
Net charges (credits) to operations not involving cash
Valuation allowance for impaired loans (including real estate held for resale) 5,973 (236)
Valuation allowance for real estate (77) 284
Valuation allowance for interest 5 75
5,901 123
Net change in non-cash working capital balances related to operations
Decrease (increase) in accounts receivable 10 1
Decrease (increase) in interest and other receivables 161 (206)
Increase (decrease) in due to the Province of Nova Scotia, net (10) (1)
6,062 (83)
Financing activities
Decrease in advances from the Province of Nova Scotia, net (2,787) (3,439)
Investing activities
Decrease (increase) in loans receivable (including real estate held for resale), net (3,275) 3,503
Capital activities
Decrease (increase) in real estate - 19
Net change in cash for the year - -
Cash - Beginning of year - -
Cash - End of year - -
The accompanying notes are an integral part of these financial statements.
4)
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Nova Scotia Farm Loan Board

Notes to Financial Statements
For the year ended March 31, 2020

(in thousands of dollars)
1 Authority

Nova Scotia Farm Loan Board (the “Board”) provides loans to the agriculture and forestry sector for farms
operating in rural Nova Scotia.

The Board is a provincial agency and operates under the authority of the Agriculture and Rural Credit Act and
the Forests Act (for timber loans).

Principal in loans outstanding is limited by regulation to $200 million. Maximum advances to be disbursed in
any given year, are established through the annual budgeting process. For the year ended March 31, 2020,
maximum new advances were $40 million, of which $30 million was advanced. The Board received loan
principal repayments of $34 million during the year.

Loans in excess of $5 million and any loan write-offs require approval by Governor in Council.

2 Capital management

As an agency of the Province of Nova Scotia, the Board does not maintain its own capital. Operations are funded
by contributions from the Province.

3 Summary of significant accounting policies
Basis of accounting

These financial statements are prepared in accordance with the Canadian public sector accounting standards
(“PSAS”) as issued by the Canadian Accounting Standards Board.

Restricted cash and accounts receivable

The Board operates as an agency of the Province of Nova Scotia. All cash is received and disbursed through
accounts managed centrally by the Province.

Accounts receivable reported consists of funds held by Sun Life Assurance Company of Canada in relation to the
Board’s Creditor Group Life Insurance Program.

Loans receivable

Loans receivable are the principal portion of loans outstanding, net of the valuation allowance for loan
impairment.

Loans are classified as impaired when, in management’s opinion, there is no longer reasonable assurance of the
timely collection of the full amount of principal and interest.

(5)
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Nova Scotia Farm Loan Board

Notes to Financial Statements
For the year ended March 31, 2020

(in thousands of dollars)
3 Summary of significant accounting policies (continued)
Valuation allowance for loan impairment

The valuation allowance for loan impairment represents management’s best estimate of losses due to impaired
loans in the Board’s portfolio. The valuation allowance is determined based on management’s identification and
evaluation of the problem accounts and estimated losses that exist in the portfolio. These judgments are
influenced by the composition and quality of the portfolio, general economic conditions and conditions
affecting specific commodities, as well as the Board policy to act as a patient lender, providing additional time
for repayment where full future repayment appears reasonable.

The Board records a specific valuation allowance based on a loan-by-loan review. Impaired loans are valued at
the lower of their recorded investment or the estimated net recoverable value of their underlying security.

In addition, the Board records a collective valuation allowance for loans in the portfolio not assessed in the
specific reserve. This is an estimate of incurred but unidentified losses based on a review of historic loan write-
offs on an industry sector basis.

Real estate

Real estate acquired through foreclosure is initially recorded at the lower of the recorded investment in the
foreclosed loan and the estimated fair value based on the resale value of the security held, less disposal costs.

Net operating costs incurred on real estate are added to the carrying value of the property. The related provision
is used to adjust the carrying value to net recoverable value, resulting in inclusion of these costs in bad debt
expenses if the carrying value exceeds net recoverable value.

The Board also holds land purchased under a Provincial “Landbank” program. This program has ceased;
however, existing properties and leases continue with renewable five-year terms. Property acquired under this
program is valued at the lower of cost and recoverable amount. Lease clients are entitled to purchase the related
property at its original purchase cost.

Revenue recognition

Interest income is recorded on an accrual basis until such time as a loan is classified as impaired. The loan
reverts to an accrual status when all provisions for impairment are reversed and the ultimate collection of the
principal and interest is likely.

All loan related fees are reported as revenue in the period in which they were earned.

Government transfers are recognized as revenue when the transfer is authorized, any eligibility criteria are met,
and reasonable estimates of the amounts can be made.

(6)
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Nova Scotia Farm Loan Board

Notes to Financial Statements
For the year ended March 31, 2020

(in thousands of dollars)

3 Summary of significant accounting policies (continued)
Financial instruments
The Board applies Handbook Section PS3450 “Financial Instruments” and is required to designate its financial
instruments into one of the following two categories: (i) fair value; or (ii) cost or amortized cost. All of the
Board’s financial instruments are measured at amortized cost using the effective interest method.
The Board’s financial instruments consist of accounts receivable, interest and other receivables, loans
receivable, due to the Province of Nova Scotia and advances from the Province of Nova Scotia and are measured
at amortized cost using the effective interest method.
Management estimates
PSAS requires management to make estimates and assumptions that affect the reported amounts of assets,
liabilities and disclosure of contingent liabilities at the date of the financial statements and the reported
amounts of revenue and expenses during the reporting period. By their nature, as described further in note 5b,
these estimates are subject to measurement uncertainty and any changes in those estimates could have material
impact on the results of future period financial statements.

Remeasurement gains and losses

Under PSAS, the Board is required to present a statement of remeasurement gains and losses. As the Board has
no remeasurement gains and losses, a statement of remeasurement gains and losses has not been presented.

4 Interest and other receivables, net

2020 2019
$ $
Interest receivable 2,613 995
Accrued interest 1,153 1,337
Other charges 60 75
3,826 2,407
Less: Valuation allowance for interest on impaired loans 522 452
Valuation allowance on real estate 1,579 64
1,725 1,891
@)
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Nova Scotia Farm Loan Board

Notes to Financial Statements
For the year ended March 31, 2020

(in thousands of dollars)
5 Loans receivable
a) Loans receivable, net

The following schedule sets out the scheduled maturities of the principal balances of the financial assets as
at March 31, 2020, together with the weighted average interest rates being earned on the financial assets.

2020 2019
Performing loans Under 1 year 1-5years Over 5 years Tota$I Tota;
Farm loans 3,001 10,481 131,476 144,958 150,165
Timber loans - - - - 4
3,001 10,481 131,476 144,958 150,169

Average effective annual

interest rate 3.68% 4.11% 4.03% 4.03% 4.03%

Add: Impaired loans 27,001 24,843
Total loans 171,959 175,012
Less: Valuation allowance for loan impairment (12,892) (14,615)
159,067 160,397

b) Allowance for impaired loans

Loans are considered impaired when they are risk rated as substandard or worse or when the loan is more
than 9o days in arrears at year end and there is insufficient collateral security valued at forced sale to cover
the balance outstanding. The allowance is comprised of two components, the specific allowance for
individually identified impaired loans and a collective allowance for unidentified impaired loans.

The specific allowance for individually identified impaired loans was established based upon a review of
impaired loans. Primary factors considered in estimating the specific allowance on individual loans were
the security pledged and the financial condition of the borrower and/or, where applicable, guarantors.

The collective allowance for unidentified impaired loans is management’s best estimate of the loss that is
likely to be experienced on impaired loans that were not known to be impaired at the year end. The
collective allowance was determined based on management’s judgment and recent experience by
calculating the average estimated historical loss ratio by loan type and then applying these ratios to the
current portfolio of unimpaired loans.

®
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Nova Scotia Farm Loan Board

Notes to Financial Statements
For the year ended March 31, 2020

(in thousands of dollars)

5 Loans receivable (continued)

b) Allowance for impaired loans (continued)

2020 2019
Allowance for Allowance for
Impaired impairment Impaired impairment
loans (principal) loans (principal)
$ $
Specific allowance 27,001 11,138 24,843 13,744
Collective allowance - 1,754 - 871
27,001 12,892 24,843 14,615

Significant judgement was exercised by management in making these estimates. As such, actual losses that
occur on loans outstanding at March 31, 2020 will differ from these estimates and the differences could be
material.

c¢) Continuity of allowance for impaired loans

2020 2019

$ $

Allowance for impaired loans — Beginning of year 15,067 16,382
Add: Valuation allowance for impaired loans 2,024 (578)
Less: Amounts written off (3,665) (687)
Other adjustments (12) (50)
Allowance for impaired loans — End of year 13,414 15,067
Valuation allowance on principal 12,892 14,615
Valuation allowance on interest 522 452
13,414 15,067

d) Loans past due but not impaired

Aloan is considered past due when a counterparty has not made a payment by the contractual due date.
The following table presents the carrying value of loans that are past due but not classified as impaired
because they either (i) have a strong risk rating; (ii) have an arrears amount less than $1; or (iii) are fully
secured and collection efforts are reasonably expected to result in repayment. Loans that are past due but
not impaired are as follows:

91 or
31-60 61-90 more
1-30 days days days days 2020 2019
$ $ $ $ $ $
Farm loans 285 2,664 11,105 4,702 18,756 9,899
9
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Nova Scotia Farm Loan Board
Notes to Financial Statements
For the year ended March 31, 2020

(in thousands of dollars)

6 Real estate held for resale
The assets held for sale, comprising land, buildings and equipment, have been written-down to estimated
recoverable value. Recoverable value was estimated by management, utilizing external appraisals for the land

and buildings, based on the expected selling prices, net of estimated closing costs.

Real estate held for resale has been written down from the original loan amounts as follows:

2020 2019

$ $

Original funds advanced 1,744 1,369
Less: Valuation allowance for real estate (1,424) (1,123)
Real estate held for sale 320 246

7 Advances from the Province of Nova Scotia, net

Advances are provided by the Province of Nova Scotia to fund loans issued by the Board. The amortization
periods of the advances range from 2 to 30 years. Advances are repayable in quarterly instalments of interest
and principal. Interest rates vary from 1.0 % to 5.7% with terms ranging from April 1, 2020 to January 1, 2048.
Interest expense is calculated in accordance with a Memorandum of Understanding with the Nova Scotia
Department of Finance (note 10).

8 Real estate

2020 2019
$ $

Real estate held for long-term use
Former loan property under lease 1,626 2,991
Land bank 15 25
Property used by community pastures 86 76
1,727 3,092

The Board has recorded these properties as former loan properties under lease at the lower of the loan balance
and the assessed value of the property. Subsequently, the Board entered into lease agreements over the
properties to allow the loan clients to continue to operate on the properties. The Board has not recorded
amortization on these properties. The Board has recognized a recovery of $77 in 2019-20 against this real
estate.

(10)
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Nova Scotia Farm Loan Board

Notes to Financial Statements
For the year ended March 31, 2020

(in thousands of dollars)

9 Lending expenses

2020 2019

$ $

Interest (note 10) 4,385 4,252
Payroll 1,464 1,419
Bad debt (note 11) 5,901 123
Supplies and services 159 107
Travel 46 34
Professional services/special services 67 135
Training and development 14 29
Equipment and other 77 32
12,113 6,131

10 Interest expense

Since April 1, 1998, a Memorandum of Understanding (“MOU”) between the Board and the Nova Scotia
Department of Finance has formalized the Board’s funding arrangement. Under the MOU arrangement, the
Board estimates projected lending requirements on a quarterly basis. The Nova Scotia Department of Finance
arranges the requested financing for terms requested and provides this financing to the Board at interest rates
related to the terms and volumes requested. Funding is maintained to cover the Board’s investment in loans
receivable and in real estate. The Board tracks the draws arranged with the Nova Scotia Department of Finance
and computes the interest cost based on the terms of these draws. Actual financing costs are included as
interest costs of the Province.

11 Bad debt expense

Bad debt expense (recovery) includes:

2020 2019

$ $

Allowance for (recovery of) impaired loans 5,234 (673)
Impairment of real estate held for resale 739 437
Impairment of (recovery of) real estate (77) 284
Allowance for interest 5 75
5,901 123

(11)
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Nova Scotia Farm Loan Board

Notes to Financial Statements
For the year ended March 31, 2020

(in thousands of dollars)
12 Financial instruments and risk management

(1) Fair value of financial instruments

The Board is exposed to financial risk that arises from the credit quality of the individuals and entities to
which it provides loan services. Credit risk arises from the possibility that the individuals and entities to
which the Board provides loan services may experience financial difficulty and be unable to fulfill their
obligations.

(ii) Risk management
Credit risk

The risk that clients may not pay amounts owing on loans and lease accounts, resulting in a loss to the
Board, is managed through an initial assessment of the client’s ability to pay, and by review and follow-up
of delinquent accounts by loan officers. In cases in which the client is unable to make payments, due to
cyclical industry or other temporary difficulties, it is the Board’s policy to work with the client on an
individual basis to provide time for recovery.

The total of loans receivable at March 31, 2020 is $171,959 (2019 - $175,012). The majority of loans are
secured primarily by real property using mortgage or Agreement of Sale (providing rights similar to a
mortgage). Dairy and poultry loans are generally also secured by an irrevocable assignment of production
quota. Collateral security may also be provided by equipment, livestock or chattels. The maximum
exposure to credit risk is the total loans outstanding.

All clients are involved in agriculture in Nova Scotia. Involvement in processing is limited to on-farm
processing. Regulations provide that loans must not exceed 90% of security value without approval by the
Board. Collateral held for security is assigned a value by the loan officer considering the loan based on
known transactions of similar property, with additional information provided by property assessments and
external assessments, where available.

The Board adjusts the valuation allowance for impairment to recognize management’s estimate of
recoveries on impaired accounts. Impairment is primarily identified by review of arrears, refinanced loans
and accounts in sectors experiencing difficulty. A total of $484 (2019 - $900) was issued in refinanced
loans during 2019 - 2020 to clients with significant arrears.

Liquidity risk

The Province of Nova Scotia provides funding and cash management services to the Board. There is

minimal risk that funds will be unavailable to meet lending commitments or payments of other expenses
except to the extent of legislative and budgetary limitations on spending authority as identified in note 1.

(12)
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Nova Scotia Farm Loan Board

Notes to Financial Statements
For the year ended March 31, 2020

(in thousands of dollars)
12 Financial instruments and risk management (continued)
(ii) Risk management (continued)
Interest rate risk

In order to mitigate the risk that future changes in interest rates may affect net interest revenue, the Board
attempts to match terms of loans offered with those of funds drawn through the Province. All loans provide
for an optional 10% repayment at any time during each calendar year and an optional full repayment on
each 5 year anniversary. Loans may be contracted for the full term of their amortization (from 1 to 30
years) or may be of fixed terms of 3, 5 or 10 years with an amortization period of up to 30 years. Funds
drawn through the Province provide for 10% annual and 5-year full optional repayments. A 1% change in
interest rates would have a $1,700 impact on interest income and on interest expense.

13 Related party transactions

The Board is related to all other departments, agencies, boards and commissions of the Province of Nova Scotia.
The Nova Scotia Department of Finance is the sole source of funding for loans (see note 1). Transactions with
provincial entities were entered into in the normal course of business.

The Province of Nova Scotia pays certain expenses, including rent, building maintenance, computer networks
and support, computerized accounting systems and miscellaneous office expenses in relation to building and
computer systems, on behalf of the Board with no charge to the Board.

Loans and interest receivable includes $2,505 (2019 - $2,433) and interest revenue includes $97 (2019 - $77)
resulting from outstanding loans to Board members and immediate family of Board members. These loans were
issued under normal terms and conditions using market interest rates.

14 Pension and post-retirement benefits

All full-time employees of the Board are entitled to receive pension benefits pursuant to the provisions of a
pension plan established under the Public Service Superannuation Act. The plan is funded by equal employee
and employer contributions. The employer’s contributions of $103 (2019 - $100) are included in the Board’s
operating expenses. The Public Service Superannuation Fund is administered by the Public Service
Superannuation Plan Trustee Inc. and any unfunded liability, as well as other obligations related to post-
retirement benefits, are the responsibility of the pension plan. It is not anticipated that any such future costs
would be allocated to the Board.

15 Commitments

The Board will hold interest rates for ninety days for any client from the date of loan approval. As of March 31,
2020, the Board has authorized loans of $11.1 million (2019 - $18.4 million) which had not been disbursed.

(13)
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Nova Scotia Farm Loan Board

Notes to Financial Statements
For the year ended March 31, 2020

(in thousands of dollars)
16 Impact of Covid-19

In December 2019, a novel strain of coronavirus (“COVID-19”) emerged in Wuhan, Hubei Province, China.
While initially the outbreak was largely concentrated in China and caused significant disruptions to the
economy, it has now spread to many countries, including Canada, and infections have been reported around the
world which resulted in the World Health Organization declaring a pandemic on March 11, 2020. This has
caused the Canadian and Nova Scotia governmental authorities and many non-governmental entities to
introduce measures to try to limit this pandemic.

The continued spread of COVID-19 and the actions being taken to limit its spread could adversely impact our
operations, including among others, increasing the credit risk and default rates in our loan portfolio, limiting

our ability to quickly respond to changes in credit risk and potentially limiting our ability to serve our
customers. These could have an adverse impact on our business and financial results.

(14)
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