








TRADITIONALLY THE HOME of shipbuilding,
a o Lunenburg today is home to a company that helps its
T@kﬂng t@ th@ Skﬂ@g ff@m LU ﬂ@ﬂb@]f economy soar through advanced manufacturing. As a
leader in its field, Composites Atlantic Limited designs
and manufactures advanced composites for the
aerospace, defence and commercial airline industries.

Since 1993, the company has grown from 10 employees
to more than 350 and has annual sales of about
$50 million. The company’s growth has been impressive—
averaging about 30 per cent a year over the past 12 years,
according to President and CEO Maurice Guitton.

“Without the support of the Industrial Expansion Fund
and ACOA, it would probably have taken 10 to 15 more
years to achieve the same thing. This way, we can
employ more people and everyone makes money—the
company, the province and the employees,” says Guitton.

The company has taken on several big projects in the
past few years with support from the IEF in the form of
loans and shares. In 2008, a $1 million loan helped
the company prepare to produce parts for Boeing’s
787 Dreamliner aircraft. The composite diagonal
braces, which support the engine to the main body of
the aircraft, are lighter and more fuel-efficient since
they use only a small amount of metal. Although
production has slowed, the project is expected to
increase staff numbers to 500 when the planes start
flying, eventually growing to more than 600 people.

Composites Atlantic invests substantial amounts into research and development, with six patents filed for unique products in the past . . . o
two years. Then they put the R and D into production—designing, testing and building composite parts for the aerospace, defence Anpther project involves developing and bu.||d|ng a
and commercial industries. The company’s clients include Boeing, Aerbonn, and the Canadian Space Agency. unique console for the Aerbonn EH101 helicopter.
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It will reduce the weight by 180 pounds—enough to
allow another person on the aircraft.

The company is proud of its role in the local community.
In addition to the purchase of raw materials, Composites
Atlantic supports local truckers, carpenters—to create
shipping crates—and tourism operators. With 25 to 30
people visiting the company each week, more local
accommodations are open year round, and those
visitors discover Lunenburg.

k\Without the support of the Industrial
Expansion Fund and ACOA, it would
probably have taken 10 to 15 more
years to achieve the same thing. This
way, we can employ more people and
everyone makes money—the company,
the province and the employees.”

“We support each other—employees and community,”
says Guitton. “We want to grow in this province by
developing new ideas.”

The company is investing a lot in research and
development and has filed six patents in the past two
years. It's one of the strategies that will ensure Composites
Atlantic is ready when the economy improves.

Composites Atlantic is co-owned by the Province of

Nova Scotia and the European Aeronautic Defence
and Space Company, the manufacturer of Airbus aircraft.
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Developing its people is a high priority at Composites Atlantic, which
invests five per cent of annual sales on training. Employees increase
skills through in-house training, and the company also supports those
working toward graduation—from high school, college or university.
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IEF at a Glance 2008/09

SUMMARY OF INVESTMENTS (2008/09)

This table lists the investments approved in the 2008/09 fiscal year, although guarantees and incentives
may be paid out in later years.

Company Investment Type County Purpose
ACA Cooperative 3,500,000 Loan Kings Working capital for
industry restructuring
Apple Valley Foods 1,500,000 Guarantee Kings Working capital
Barry E. Bartlett Holdings Limited 869,000 Loan Colchester Fixed assets
Bay Ferries (Digby 2009) 2,000,000 Contribution Digby Service continuation
Bay Ferries (Yarmouth 2008) 4,400,000 Contribution Yarmouth Service continuation
Bay Ferries (Yarmouth 2009) 12,000,000 Contribution Yarmouth Service continuation
Bowlby Quality Meats 150,000 Loan Kings Working capital
Comeau Lumber 350,000 Loan Digby Working capital
Composite Sea to Sky Limited 2,900,000 Loan Colchester Fixed asset financing
Composite Sea to Sky Limited 1,645,000 Incentive Colchester Training and
employment incentive
Composites Atlantic Limited 1,000,000 Loan Lunenburg Fixed assets
Connecting People for Health 1,000,000 Shares Halifax Working capital
EduNova 250,000 Loan Halifax Contract financing
Freeman Lumber 750,000 Loan Queens Working capital
Immigrant Small Business Financing 2,000,000 Guarantee All Nova Scotia Small business financing
LED Roadway Lighting 1,000,000 Royalty Cumberland R and D financing
Ledwidge Lumber 1,200,000 Loan Halifax Working capital
Northern Pulp 15,000,000 Loan Pictou Fixed asset and
capital maintenance
Nova Scotian Crystal 300,000 Guarantee Halifax Working capital
Nu-Air 1,500,000 Loan Hants Fixed assets
Professional Quality Assurance 600,000 Incentive Halifax Training and recruitment
Register.com 1,050,000 Incentive Halifax Training and recruitment
Scotian Gold 2,000,000 Loan Kings Fixed assets
Scott & Stewart 400,000 Loan Antigonish Working capital
Spiegel 1,200,000 Incentive Cape Breton Fixed assets
Sustainable Fish 750,000 Loan Hants Fixed assets
Wade Turner 300,000 Loan Lunenburg Working capital
Yarmouth Airport 2,000,000 Loan Yarmouth Funds for initiation

of air service
61,614,000
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IEF: FUNDS AVAILABLE 2008/09

The IEF works much like a line of credit or a home equity loan. Through the IEF, the government has the
ability to invest in capital projects in the province. As money is received from repayments, it again becomes
available to invest in new projects or opportunities as they arise.

BEGINNING FUND BALANCE $ 37,248,000
PLUS:
Loan repayments 4,473,000
Shares (company bought back) 175,000
Increase in funding 175,000,000
179,648,000
PLUS INVESTMENTS NO LONGER REQUIRED:
Loans 2,203,000
Guarantees 46,440,000
48,643,000
MINUS NEW INVESTMENTS:
Loans 56,821,000
Credit Union guarantee payments 306,000
Guarantees 3,800,000
Shares 1,000,000
61,927,000
YEAR-END FUNDS AVAILABLE $ 203,612,000
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REVENUE GENERATED BY THE IEF

Revenue is deposited to the provincial General Revenue account, not the IEF.

Interest income $ 2,392,000
Guarantee fees $ 167,000

EARNED INCENTIVES AND CONTRIBUTIONS PAID OUT

This table lists incentives earned for meeting performance targets and contributions paid out in 2008/09.
The investments may have been approved in earlier years.

Apple Valley Foods Inc. $ 150,000
*Bay Ferries Limited (Digby to Saint John) 1,234,000
*Bay Ferries Limited (Yarmouth to USA) 2,500,000
*Bay Ferries Limited (Yarmouth to USA) 4,400,000

Blue Wave Seafoods Incorporated 200,000

Composites Atlantic Limited 58,330

Consolidated Fastfrate 750,000

Michelin North America (Canada) Limited (Blomidon) 3,725,606

Michelin North America (Canada) Limited (Bridgewater) 3,860,992

Michelin North America (Canada) Limited 37,868

Polysteel Atlantic Ltd. 170,011

Register.Com Inc. 78,991

Research in Motion (RIM) 2,000,000

Weavexx 175,000

$ 19,340,798

* Contributions
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BAD DEBTS

Credit Union Loan Guarantee Program $ 241,536
ECI Medical Technologies Inc. 227,000
Lunenburg County Shipwrights Incorporated 231,037
Superport Marine Services Limited 169,411
Trenton Works Inc. 5,000,000

$ 5,868,984
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Auditors’ Report

To the Minister of Economic and Rural Development, Province of Nova Scotia

We have audited the balance sheet of the Province of Nova Scotia Industrial Expansion Fund as of March 31,
2009 and the statement of operations and statement of continuity of fund under the Industrial Development
Act and the statement of continuity of fund under the Venture Corporations Act for the year then ended.
These financial statements are the responsibility of the Fund’s management. Our responsibility is to express
an opinion on these financial statements based on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing standards. Those standards
require that we plan and perform an audit to obtain reasonable assurance whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial statement
presentation.

In our opinion, these financial statements present fairly, in all material respects, the financial position of the
Fund as at March 31, 2009 and the results of its operations, cash flows and continuity of funds for the year
then ended in accordance with Canadian generally accepted accounting principles.

KPMG

Chartered Accountants
Halifax, Canada

June 10, 2009
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PROVINCE OF NOVA SCOTIA INDUSTRIAL EXPANSION FUND

BALANCE SHEET

March 31, 2009, with comparative figures for 2008

(in thousands of dollars)

ASSETS
Financial assets:

Loans including current portion (2009: $6,589; 2008: $2,159)

Development incentives

Loans: Venture Corporations Act (note 3)

Royalty rights (note 4)
Shares (note 5)

Provisions for concessionary assistance (note 6)
Provisions for development incentives

Allowance for doubtful accounts

Assistance authorized but unadvanced
Loans
Shares
Development incentives

Due from consolidated fund
Guarantees (note 7)

Provisions for payment under guarantees

Uncommitted balance of fund

AUTHORIZED NET FUND BALANCE: COMMITTED AND UNCOMMITTED

Authorized, net of write offs:
Industrial Development Act
Venture Corporations Act

Provision for concessionary assistance,
development incentives

and possible losses on assistance (note 8)

Contingencies (note 9)

See accompanying notes to financial statements.

On behalf of the Fund:
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2009

84,777
39,454
809
2,297
16,975
144,312
(20,980)
(39,454)
(21,741)
(82,175)
62,137

18,989

1,000
35,006
54,995

39,620
(4,000)
35,620
207,209
359,961

441,729

4,408

446,137
(86.176)

359,961

2008

$ 71,381
34,971
809
1,707
17,150
126,018
(23,189)
(34,971)
(13,292)
(71,452)
54,566

10,887
27,535
38,422

91,061
(10,200)
80,861
40,846
$ 214,695

$ 291,939
4,408
296,347
(81.652)

$ 214,695



PROVINCE OF NOVA SCOTIA INDUSTRIAL EXPANSION FUND

STATEMENT OF OPERATIONS
UNDER THE INDUSTRIAL DEVELOPMENT ACT

Year ended March 31, 2009, with comparative figures for 2008
(in thousands of dollars)

2009 2008
REVENUES
Interest $ 2,392 $ 2,045
Guarantee fees 167 718
2,559 2,763
EXPENDITURES
Loans written off and development incentives earned 25,210 9,626
DEFICIENCY OF REVENUES OVER EXPENDITURES $ (22,651) $ (6,863)

See accompanying notes to financial statements.
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PROVINCE OF NOVA SCOTIA INDUSTRIAL EXPANSION FUND

STATEMENT OF CONTINUITY OF FUND
UNDER THE INDUSTRIAL DEVELOPMENT ACT

Year ended March 31, 2009, with comparative figures for 2008
(in thousands of dollars)

2009 2008
FUND BALANCE, BEGINNING OF YEAR $ 291,939 $ 301,565
Deficiency of revenues over expenditures (22,651) (6,863)
Revenue recorded in the Consolidated Fund (2,559) (2,763)
Net expenditures (25,210) (9,626)
OTHER ACTIVITIES WITHIN THE FUND
Increase in authorized capital 175,000 —
Expiration of guarantees 46,440 33,309
Cancellation of loans 2,203 —
Decrease in uncommitted balance of Fund 8,637 18,786
Principal repayments reinvested in the Fund 4,647 7,529
236,927 59,624
Authorizations during the year (61,614) (59,366)
Capitalized interest (7) (7)
Guarantee payments (306) (251)
(61,927) (59,624)
FUND BALANCE, END OF YEAR $ 441,729 $ 291,939

See accompanying notes to financial statements.
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PROVINCE OF NOVA SCOTIA INDUSTRIAL EXPANSION FUND

STATEMENT OF CONTINUITY OF FUND
UNDER THE VENTURE CORPORATIONS ACT

Year ended March 31, 2009, with comparative figures for 2008
(in thousands of dollars)

BALANCE, BEGINNING OF YEAR $
Deduct: Accounts written off

BALANCE END OF YEAR $
Comprising:
Loans advanced $

Uncommitted balance

See accompanying notes to financial statements.
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2009
4,408

4,408

809
3,599

4,408

2008
4,408

4,408

809
3,599

4,408
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PROVINCE OF NOVA SCOTIA INDUSTRIAL EXPANSION FUND
NOTES TO FINANCIAL STATEMENTS

Year ended March 31, 2009

The Province of Nova Scotia Industrial Expansion Fund (the “Fund”) was established under the Industrial
Development Act. The Fund is used for the purposes of establishing, assisting, developing or expanding

industries in the province. All assistance provided by the Fund is required to be approved by Order-in-Council.

Effective November 6, 2001, pursuant to Order-in-Council 2001-523, administrative responsibility for the
Industrial Expansion Fund was assigned to Nova Scotia Business Inc., a corporation formed under the Nova
Scotia Business Incorporated Act. The Fund’s account and assistance management activities are performed
by staff of the Department of Economic and Rural Development.

1.

SIGNIFICANT ACCOUNTING POLICIES

These financial statements have been prepared in accordance with Canadian generally accepted
accounting principles. The more significant policies are described below:

(a) Loans receivable
Loans receivable are recorded at amortized cost less allowances.

(b) Royalties rights

Royalty rights are valued at cost. The value of these rights is assessed annually by estimating the net
present value of anticipated cash flows. If the carrying value of the right exceeds the net present
value of future cash flows, the right is written down to the net present value.

(c) Shares

Equity investments with limited market information available are initially recorded at cost less allowances.

(d) Provision for concessionary assistance
The Fund provides for the effect of the decrease in valuation of certain loans and shares due to
assistance being provided with concessionary terms.

NOVA SCOTIA INDUSTRIAL EXPANSION FUND 2009
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PROVINCE OF NOVA SCOTIA INDUSTRIAL EXPANSION FUND
NOTES TO FINANCIAL STATEMENTS (continued)

(e) Allowance for doubtful accounts
The Fund provides for possible losses on guarantees, loans, shares and other assets on an item-by-item
basis.

(f) Guarantees
Guarantees, including utilized and unutilized portions, are recorded at cost.

(g) Revenues and administrative expenses

Chapter 222 of the Revised Statutes of Nova Scotia contains the legislation relating to the Industrial
Development Act. Clause 8, Administrative Expenses, states “The administration expenses of the
Minister and of the Board shall be administration expenses of the Department of Economic and Rural
Development.” Accordingly, administrative expenses of the Fund are included in the accounts of the
Department of Economic and Rural Development and are not reflected in the financial statements of
the Fund.

Interest revenue and guarantee fees earned by the Fund are recorded directly in the accounts of the
Consolidated Fund of the Province of Nova Scotia.

(h) Statement of cash flows
A statement of cash flows is not provided since disclosures in the statements of operations, statements
of continuity of the funds and the balance sheet are considered adequate.

(i) Use of estimates

The preparation of financial statements requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the year. Actual results could differ from those estimates.
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PROVINCE OF NOVA SCOTIA INDUSTRIAL EXPANSION FUND
NOTES TO FINANCIAL STATEMENTS (continued)

2. CHANGE IN ACCOUNTING POLICY

Effective April 1, 2008, the Fund adopted the Canadian Institute of Chartered Accountants’ Handbook
Section 3862 Financial Instruments — Disclosures, Section 3863 — Financial Instruments — Presen-
tation, on financial instruments and Section 1535 — Capital Disclosures.

Section 3862, Financial Instruments — Disclosures, describes the required disclosures related to the
significance of financial instruments on the Fund’s financial position and performance and the nature
and extent of risks arising for financial instruments to which the entity is exposed and how the entity
manages those risks.

Section 3863, Financial Instruments — Presentation, establishes standards for presentation of financial
instruments and non-financial derivatives.

As required by the transitional provisions, these new standards have been applied without restatement
of prior period amounts. The information related to these sections is contained in note 12.

Section 1535, Capital Disclosures, establishes standards for disclosing information about an entity’s
capital and how it is managed. The Corporation has complied with the new disclosure requirements
beginning April 1, 2008 and the new disclosure requirements are presented in note 12.

3. VENTURE CORPORATIONS ACT

The Venture Corporations Act was assented to June 5, 1980 and came into force January 28, 1981.
This Act was enacted to provide a means of encouraging investment in small businesses in Nova Scotia.

A company that qualifies as a venture corporation may receive loans under this Act. Loan proceeds
must be used to purchase shares or grant unsecured loans to eligible small businesses. Principal
repayments and accrual of interest are not required to commence until the tenth anniversary of such loans.

The Act directs that money provided shall be financial assistance within the meaning of the Industrial
Development Act, and payments made pursuant to the Act shall be made out of the Industrial Expansion
Fund.
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PROVINCE OF NOVA SCOTIA INDUSTRIAL EXPANSION FUND
NOTES TO FINANCIAL STATEMENTS (continued)

During the year no payments (2008 — nil) were received on these loans.

(in thousands of dollars)

2009 2008

Loans made to venture corporations $ 809 $ 809
Less: allowance for doubtful accounts 809 809
$ — $ —

4.  ROYALTY RIGHTS

Certain investments of the Fund are royalty agreements that provide a return in the form of royalty
payments. The royalty payments are based upon net sales of the companies.

5. SHARES
(in thousands of dollars)
2009 2008
Preferred shares $ 13,741 13,741
Common shares 3,234 3,409
$ 16,975 17,150

Shares are recorded at cost. Any provision for the decline of fair market value below the cost of shares
has been included in the allowance for doubtful accounts.
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PROVINCE OF NOVA SCOTIA INDUSTRIAL EXPANSION FUND
NOTES TO FINANCIAL STATEMENTS (continued)

6.  PROVISION FOR CONCESSIONARY ASSISTANCE

The provision for concessionary assistance is the difference between the net present value at year
end of the anticipated future repayments to be received by the Fund and the amount of assistance
advanced to an economic entity on the usual established commercial terms of the Fund.

The terms of concessionary assistance through the Fund include low interest rates, extended repayment
terms and forgiveness clauses. This assistance is recorded at cost and reduced by the provision for
concessionary assistance. Any adjustments to or recovery of the net present value of this assistance
in subsequent years is reflected in the provision for concessionary assistance. The assistance out-
standing, provision for concessionary assistance and net book value related to each of loans and
shares is as follows:

2009 2008

Provision for
Assistance concessionary Net book Net book
outstanding assistance value value
Loans $ 31,890 $ 16,680 $ 15,210 $ 12,507
Shares 9,741 4,300 5,441 5,441
$ 41,631 $ 20,980 $ 20,651 $ 17,948
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PROVINCE OF NOVA SCOTIA INDUSTRIAL EXPANSION FUND
NOTES TO FINANCIAL STATEMENTS (continued)

7. GUARANTEES

2009 2008

Guarantees: in effect and utilized $ 22,833 77152
Guarantees: in effect but unutilized 16,787 13,909
$ 39,620 91,061

8. PROVISION FOR CONCESSIONARY ASSISTANCE, DEVELOPMENT INCENTIVES
AND POSSIBLE LOSSES ON ASSISTANCE

The following is a continuity of the provision:

2009 2008

Balance, beginning of year $ 81,652 57,252
Add current year provision:

Doubtful accounts 8,120 11,626

Development incentives 21,614 22,400

111,386 91,278

Less accounts written off 25,210 9,626

$ 86,176 81,652

9. CONTINGENCIES

The Fund has entered into agreements which provide for the funding of expenditures incurred by
third parties in respect of environmental remediation of contaminated sites. Estimates of the amount
of future costs, if any, under these agreements cannot be made with any certainty and are not re-
flected in the financial statements.
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PROVINCE OF NOVA SCOTIA INDUSTRIAL EXPANSION FUND
NOTES TO FINANCIAL STATEMENTS (continued)

10. FINANCIAL INSTRUMENTS
(a) The fair values of loans receivable approximate their net realizable value.

The fair value and book value of loans as at March 31, 2009 are $58,064 and $51,822
(2008: $51,072 and $44,156), respectively.

Equity investments, loan guarantees, royalty rights and other assets represent investments and guarantees
held in crown corporations and privately held companies. These financial instruments are carried at
cost less allowances in the financial statements in the amounts of $9,441, $18,833, $874 and $nil
(2008 - $9,536, $66,952, $874 and $nil), respectively. Due to the limited amount of comparable
market information available it is not practical to determine the fair value of these assets.

The fair values of the loans receivable are determined using Canadian bond market conventions.
- The yield to maturity curve by month for the Fund was estimated using the following assumptions:

(i) The risk-free interest rate for each specified maturity term equal to the relevant benchmark
Canada yield by term (Canada yield).

(ii) The Province of Nova Scotia credit spread relative to the Canada yield for each specified maturity
term to reflect the Nova Scotia cost of funds as provided by CIBC World Markets.

(iii) The Fund’s credit spread relative to the Province of Nova Scotia credit spread for each specified
maturity term based on a Memorandum of Understanding between the Nova Scotia Department
of Finance and the Fund respecting the borrowings of the Fund.

The Fund’s yield to maturity on an annual basis for specified maturity terms is determined as the sum
of the Canada yield, the Nova Scotia credit spread and the Fund’s credit spread. These inputs were
used to determine the Fund’s yield to maturity curve by month.
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PROVINCE OF NOVA SCOTIA INDUSTRIAL EXPANSION FUND
NOTES TO FINANCIAL STATEMENTS (continued)

12,

The Fund had the following transactions with related parties in addition to those disclosed elsewhere
in these financial statements:

In 2008, the Fund purchased $9,741 of preferred shares from Harbourside Commercial Properties
Limited, a crown corporation owned by the Province of Nova Scotia. The subscribed value of the
shares is equal to the appraised value of the fixed assets of Harbourside Commercial Properties Limited.
An allowance against the face value of the shares was recorded in 2008 for $4,300 because of
uncertainty in the date and amount of the ultimate redemption of the preferred shares. There was no
change in the provision in the current fiscal year.

The Province of Nova Scotia pays certain expenses, including salaries and benefits, rent, travel,
professional fees and miscellaneous office expenses, on behalf of the Fund with no charge to the Fund.

The Fund enters into transactions with other government departments, agencies and corporations in
the normal course of operations and on terms and conditions that would be similar to those of
non-related parties.

RISK MANAGEMENT

(a) Risk management relates to the understanding and active management of risks associated with all
areas of the business and the associated operating environment. The Fund'’s authorized net fund balance
— committed and uncommitted is primarily exposed to credit, interest rate, market and liquidity risk.

(i) Credit risk

Credit risk is the risk that a debtor may not pay amounts owing, thus resulting in a loss. To mitigate
this risk, the Fund regularly monitors entities to which financial assistance has been provided. In
addition to its regular monitoring procedures, at year-end, management performed an analysis of
a number of accounts to assess the Fund’s total exposure to credit and other risks. Factors such
as the financial condition of the client were evaluated to determine how risk has changed since
inception of the financial assistance or the last analysis. Changes in risk are reflected in the carrying
value of the assistance via the provision for concessionary assistance, the allowance for doubtful
accounts and the provision for payment under guarantees.
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PROVINCE OF NOVA SCOTIA INDUSTRIAL EXPANSION FUND
NOTES TO FINANCIAL STATEMENTS (continued)

(ii) Interest risk

Interest rate risk is the impact future changes of interest rates have on cash flows and fair value of
assets and liabilities. To mitigate this risk, the Fund matches the repayment timing of amounts
borrowed with the repayment timing of financing advanced as closely as practical.

(iii) Liquidity risk

Liquidity risk is the risk of not being able to meet the Fund’s cash requirements in a timely and cost
effective manner. Liquidity requirements are managed through income generated from the loans
receivable and guarantee fees, principal repayments received on the loans receivable and other
funding received from the Province of Nova Scotia.

(b) Capital

The Fund carries out its activities in conjunction with the budget funding allocated to it by the Province
of Nova Scotia. During the year, the authorized net fund balance — committed and uncommitted
increased by $145,266.

13. COMPARATIVE FIGURES

Certain 2008 comparative figures have been reclassified to conform with the financial statement
presentation adopted for the current year.
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