ANNUAL ACCOUNTABILITY REPORT
for the fiscal year
ending March 31, 2013

Nova Scotia
Farm Loan Board

Accountability Statement
We have the honour of presenting the 81st Annual Report of the Nova Scotia Farm Loan Board covering
the fiscal year ending March 31, 2013.
This report incorporates accountability reporting of the Nova Scotia Farm Loan Board for the year ended
March 31, 2013, and is prepared pursuant to the Section 12 of the Agriculture and Rural Credit Act, 1989,
as well as the Provincial Finance Act and government policy and guidelines. These authorities require the
reporting of outcomes against the Board’s business plan information for the fiscal year 2012-2013. The
reporting of Board outcomes necessarily includes estimates, judgements and opinions by Board
management.
We acknowledge that this accountability report is the responsibility of management and the Nova Scotia
Farm Loan Board. The report is, to the extent possible, a complete and accurate representation of
outcomes relative to the goals and priorities set out in the Board’s business plans for the year.

_____________________________
John MacDonell
Minister, Department of Agriculture

_____________________________
Angela Hunter
Chair of Board of Directors
Farm Loan Board

_________________________
Cheryl Burgess
Chief Executive Officer,
Farm Loan Board
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Chief Executive Officer’s Report

It is a privilege to lead an organization that serves such an important and vibrant industry. The Nova Scotia
agriculture and agri-food industry is modern and competitive.
Nova Scotia Farm Loan Board is proud to be the only Provincial financial institution in Nova Scotia
focused exclusively on the agriculture value chain. We are committed to helping our customers achieve
their goals through good and challenging times. Our customers range from traditional agriculture (such as
poultry, mink, dairy, bee, and blueberries) to wine producers, greenhouses, and value-added
agribusinesses. Each are industries in their own right and are very different from each other in terms of
how they are impacted by weather, market forces, regulations and changing consumer demands.
Our purpose is to enhance rural Nova Scotia by providing specialized and personalized business and
financial services and products that address unique aspects of agriculture. We provide access to capital and
our products and services are tailored to the special needs of agriculture and agri-food, including a next
generation of producers.
We believe the future of farming depends on our ability to attract new farmers with the skills needed to
take over farms and other agribusinesses. The Nova Scotia Farm Loan Board and Department of
Agriculture support them at every stage with financing, learning opportunities and more. Agriculture is a
dynamic and progressive industry that needs our best and brightest. Our FarmNEXT program supports
new farmers with both a capital grant and ongoing business coaching. The program will provide guidance
in the critical years of business development.
A long standing, trustworthy and stable financial partner that understands the business of agriculture has
never been more important. We are very proud to work with the people involved in agriculture.
Agriculture is more than a career. Those who work in the industry manage complex operations. They are
resilient, agile and innovative.
At the Farm Loan Board, we know the industry and we love it too. We’re here to support our farmers and
other agribusinesses and help them succeed every step of the way.

Cheryl Burgess
Chief Executive Officer
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Board Operation Overview
Direct Loans
During its 81st year of operations the Board met on twelve occasions. One hundred and fifty-two loan
requests were approved during the 2012-2013 fiscal year. A total of 906 active loans (Farm and Timber)
were in effect at March 31, 2013.
Interest rates on loans at year-end were:
Amortization period:

1 - 5 years

6 - 10 years

11 - 15 years

16 - 20 years

21 - 25 years

26 - 30 years

Full Term

2.95

3.50

3.95

5.20

5.60

5.60

5yr term

2.85

3.10

3.20

3.25

3.25

3.30

3yr term

2.70

2.70

2.90

2.90

2.90

2.90

Effective dates

Loans for 5 and 3 year term lengths are restricted to clients meeting additional risk criteria.
Timber Loans
There were three Timber Loan category loans on March 31, 2013 included as $146,000 of unimpaired
loans and $1,640,000 in the impaired grouping.
Farm Loan Board Staff are responsible for administrative detail with respect to receiving applications,
preparing documents, disbursing loans and maintaining loan records. Personnel of the Department of
Natural Resources carry out loan appraisals, prepare reports and provide recommendations on timber loan
requests. In addition, the Department of Natural Resources supervises requests to cut forest products from
land held as security for loans and establishes stumpage rates for material removed.
Land Purchase and Lease Programs
These programs were initiated during the nineteen seventies to assist industry by purchasing land for lease
back to farmers. The Nova Scotia Farm Loan Board administers the leasing of these properties. In total,
sixteen properties remain under lease, with a total outstanding principal at year-end of $404,000.
FarmNEXT Programs
Nineteen applicants were approved under this program for the 2012-13 year. Program expenditures during
the 2012-13 year were $556,000, including $150,000 as final payments to applicants under the former
New Entrants program.
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Life Insurance
The Sun Life Assurance Company of Canada assumed the administration of the program, collecting all
premiums and becoming responsible for all surplus and loss. Clients now make payment direct to the
insurance carrier instead of combining it with their loan payment.
Changes identified during the 2011-2012 year were implemented during 2012-2013. Clients were advised
by letter, asked to sign up for the new coverage, and contacted by phone if their response was not received
by the expected date. Goals of the revised program were to remove the risk of significant loss, and
introduce insurance rates that are competitive, especially for younger farmers.
In common with insurance programs offered by other lenders, the new insurance arrangement adjusts the
insurance rate depending on the age of the client. In order to protect existing clients who are older, from a
substantial jump in rates, the fixed fee was maintained for existing clients, at a somewhat increased rate
($0.30 vs $0.20 per $1,000 of coverage). New age-banded monthly premium rates will apply for life
insurance on all new, additional, or refinanced loans.
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Results (Progress and Accomplishments)
Priority:

Lending

!

Provide up to $32 million of new loan capital to the agricultural and timber industries in the
2012-2013 fiscal year.

Result:

152 loan applications were approved during the year with total funds advanced of $26.4
million. Principal repayments were $20.9 million with an additional $0.6 million of
principal written off. Interest rates continued to be extremely low. Credit availability from
other lenders has remained strong. Loan advances were below the maximum $32 million
authorized. Long term lending needs appear to have been met. Clients have shown a
preference for short-term lending arrangements.

!

Confidential Credit Counselling

Result:

Loan officers met with clients to discuss lending needs and provide other financial
counselling, attended information sessions and presented information to meetings of
interest to the agricultural community.

!

Marketing and Business Development

Result:

Whenever appropriate, clients are encouraged to use the business assistance resources of
the Department of Agriculture. Assistance to beginning farmers is of particular interest.
Business planning and coaching has been built into the FarmNEXT program.

!

Timber Loans

Result:

The Board maintained the existing loan program and offered lending to agriculturally
related forest ventures. It continues to be available to modify products and services to meet
needs for growth and development within this industry. Demand for woodland and timber
loans was very low throughout 2012-2013, with only one new loan issued under Timber
Loan Board regulations during this year.

!

Reporting

Result:

Board staff continued to work with Department of Finance (CCC) staff to improve client
and administrative reporting during the year. Some planned process changes were
implemented and others identified for future efforts.

!

Account Maintenance

Result:

Arrears level declined from $5.119 million in 2012 to $4.734 million at March 31, 2013 and
decreased as a percentage of the portfolio from 3.0% of the portfolio at March 31, 2012 to
2.7% March 31, 2013. The beef and greenhouse sector contributed a significant portion of
arrears. Considerable attention and staff time has been directed to assisting these clients
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and recovering on accounts. The effects of anticipated future losses have been recognized
in the Board’s bad debt expense and provision for impairment. Accounts of three clients
were submitted for write-off during the year, totalling $0.6 million or 0.4% of the loan
portfolio. These are the result of shortfalls in security on unpaid loans in earlier years. 92%
of the write-off was for accounts involved in the collapsed hog industry.
Priority:

Insurance Program

!

Review the insurance program in light of the recommended rules for coverage, overall
costs, volatility of results, budgetary issues, and volatility of annual results, as well as the
appropriateness of coverage.

Result:

New arrangement is now in place (described above under ‘Operation Review’).

9

Actual/Budget Comparison - Loan Operating
Description

2012-2013
Actual
($ 000)

2012-2013
Budget
($ 000)

Change

7,925

8,570

(645)

52

179

(127)

505

381

124

Total revenue

8,482

9,130

(648)

Interest

6,647

7,710

(1,063)

Operating expenses*

1,422

1,497

(75)

Total expenses

8,069

9,207

(1,138)

413

(77)

490

(413)

77

(490)

0

0

0

Interest
Life Insurance program net revenue*
Fee revenue and other income*

Income (Deficit) before govt.
contributions
Government contributions
Net Income

($ 000)

See Financial Statements for complete financial information and notes.
Items marked * are budgeted as part of the Department of Agriculture estimates. Items not
marked are not identified in approved estimates at this level of detail but are included in the
Board’s annual business plan.
Significant variations from Budget:
$ Interest Revenue and Expense: The average cost of funds borrowed and average loan interest rate have
declined throughout the year as a result of continued low interest rates and refinancing of existing
loans. The loan portfolio has grown slightly over the year, partially offsetting this decline.
$

Life Insurance program net revenue: Responsibility for program results was transferred to the
insurance carrier during the year.
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Actual/Budget Comparison - Capital Funds

Description

2012-2013
Actual
($ 000)

2012-2013
Budget
($ 000)

Change

165,796

164,281

1,515

26,415

32,000

(5,585)

(20,980)

(22,000)

1,020

(619)

(3,000)

2,381

Advanced principal at year-end

170,612

171,281

(669)

Allowance for impairment

(10,215)

(6,947)

(3,268)

Net principal at year-end

160,397

164,334

(3,937)

Opening principal
Funds advanced
Principal repayments
Written off

($ 000)

Significant variations from Budget:
$ Opening principal: Budget Projections are final before the year in progress is complete and have been
subject to adjustment.
$ New loans advanced were significantly less than funding approved due to low demand, continued loan
short-term interest rates and availability of lending by commercial lenders. Estimate amounts provide
flexibility high demand years.
$ Amount written off include former hog accounts identified as complete, reducing both total principal
all allowance accounts. Some accounts anticipated for write-off during the year were not finalized and
will be carried forward for action in 2013-2014.
Actual/Budget Comparison - Grant Programs
Description

New Entrants Grants Disbursed
Significant variations from Budget:
$ None
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2012-2013
Actual
($ 000)

2012-2013
Budget
($ 000)

Change

556

574

(18)

($ 000)

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27
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Measuring Our Performance
The following sections provide results of performance measures identified in the Board’s Business Plan for 2012-2013.
Core Business Area I: Lending
This is the primary focus of the Board. Although lending activities address all three of the strategic goals, lending most
directly bears upon ensuring access to stable, cost effective long-term developmental credit. The following measures
provide an indication of the Board’s success in pursuit of this goal:
Measure I-1:

Net Income (before government contributions) as a percentage of the average active loan balance.
Fiscal year (April 1 - March 31) measure.

What this measure tells us:
By comparing net income to the size of the loan portfolio, this measure provides an indication of the Board’s
efficiency assuming stable interest margins and costs.
Where we are now:
Base year:

1998-99:
0.1%
2011-12:
-0.1%
2012-13:
+0.1%
Interest margin remained low due to a number of impaired accounts.
Where do we want to be?
Target 2012- 2013: Loss of $1,150,000 or -0.9% of the average loan portfolio
The lower than planned loss in 2012-2013 (+0.1% vs targeted -0.9%) was the result of better than expected life
insurance program results, bad debt expense recoveries, and reductions in interest costs.

Board Net Income as % of Avg Loan Portfolio
2.00%
1.00%
0.00%
‐1.00%
‐2.00%
‐3.00%
‐4.00%
‐5.00%

29

Board Net Income as %…

Measure I-2:

Successful Clients - Arrears (>$100) as a percent of the value of all accounts
Measured at end of fiscal year (March 31)

What this measure tells us:
This measure provides an indication of Client Success overall. It also measures the performance of the
Board’s policies and procedures for monitoring arrears and assisting clients in difficulty. Arrears as measured
at March 31 of each year.
Use of this measure requires balance. Strict limitation of arrears conflicts with the intent of the Board to act as
a patient lender for clients and sectors facing cyclical or other temporary downturns.
Where we are now:
Base:

March 2001:
March 2012:
March 2013:

2.1% excluding default account arrears
3.0% excluding defaults, or 4.9% all accounts
3.6% excluding defaults, or 4.4% all accounts

Original statistics omitted arrears on loans classified as ‘in default’ and in process of collection on security.
The current basis includes all arrears regardless of account status. Board staff are working to improve
outstanding arrears, focusing on largest accounts first..
Where do we want to be?
Target Mar 2013: 4.3% or less on all accounts
High levels of arrears are a concern to the Board and client. Client contact and arrears follow-up are being
pursued to ensure delinquent accounts are brought up to date where possible. At the same time the Board
continues to recognize the difficulty faced by some sectors and work with borrowers for the best long term
resolution even if that does not result in an immediate reduction in arrears.

Arrears as % of loan balance

7.0%
6.0%

Arrears as % of loan balance

5.0%

Arrears as % of loan balance ‐ old
basis (exclude default arrears)

4.0%
3.0%
2.0%
1.0%
0.0%
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Client satisfaction based on client surveys
What this measure tells us:
This measure provides the client’s view of services provided and may identify areas for improvement.
Where we are now:
Percentage Good to Excellent:
Base year:
2000-01: 92%
2010-11: 96%
2011-12: 98%
2012-13: 100%
Where do we want to be?
Target 2012-2013: 90% or above
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Core Business Area II: Programs Administration
The Board administers loan-based assistance programs on behalf of the Department of Agriculture allowing it to take
advantage of systems and information already in place to deliver programs efficiently and to support credit based goals
of the Board.
Measure II-1:

Number of approved applications to the New Entrant Program

What this measure tells us:
This measure indicates the relevance of the program by measuring take-up by qualified applicants.
Where we are now:
Base year:

2000-01:
2010-11:
2011-12:
2012-13:

48
43
- No new applicants accepted. Program in transition to FarmNEXT
starting April 1, 2012.
19 Funding divided between clean-up of final grants remaining under the
New Entrant program and new funds for FarmNext applicants.

Where do we want to be?
Target calendar 2012-2013: 30 – 50
Approvals are limited by the number of valid applications received.
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Value of loans approved by County 2012‐2013
($ thousands)
PIC 75

LUN 942

ANN
2,057

ANT 1,406

KINGS 9,646
COL 6,695

DIGBY 2,805

INV 1,089
Hants
679

HFX 254

CUM 549

GUYS 196

Principal of all loans (not in default) by County
March 31,2013 ($thousands)
QUEN 8

RIC 124 YAR 3,384
SHEL 1,718

PIC 3,116
LUN
8,045

ANN 12,265
ANT
9,506

CB 2,488

COL 27,393
KINGS 53,937

CUM 10,193
DIGBY
11,088
INV 2,615

Hants 13,959
GUYS 915
HFX 4,782
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Value of loans approved by Commodity 2012‐2013
($ thousands)

Timber, 29
Grapes & Wineries
, 70

Other, 4,199

Other Fruit, 266

Dairy, 6,460

Apple, 687

Fur, 6,385
Poultry, 7,073

Greenhouse,
1,066
Blueberries, 964

Beef, 485
Vegetables &
Other Crops, 948

Principal of all loans (not in default) by commodity
March 31, 2013 ($thousands)
Grapes &
Wineries , 4,173

Timber, 1,841

Other Fruit, 5,035

Other,
9,996

Apple, 7,273
Dairy, 42,351

Fur, 19,529

Poultry, 22,376
Greenhouse,
14,493

Blueberries, 9,683
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Vegetables &
Other Crops,
16,611

Beef,
11,152

Hog, 1,021

