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1660 Hollis: Street, Suite 600
NOVA SCOTIA PO Box 2311

. Halifax, Nova Scotia
Business 83J3C8 hovascotia.ca

August 26, 2016

Kevin Lacey

Canadian Taxpayers Federation
1533 Barrington St, Suite 300
Halifax NS B3J 124

Dear Mr. Lacey:
Re: You are entitled to additional information — FI-13-37

- Executive Council Office responded to your application on July 24, 2012, and you subsequently
submitted a request for review, which was opened under the Office of the Information and
Privacy Officer’s file number Fi-13-37.

In your application, you requested a copy of the following records:
A copy of Schedule A for OIC 2012-107 that is mentioned in Section C in the text

The Department of Business has reviewed the file and determined that you are entitled to
additional information than what ' was released in 2012. However, we continue to protect some of
the information from this record according to subsection 5(2) of the Act. The severed |nformat|on
is exempt from disclosure under the Act for the following reasons:

e Section 12: information which could harm intergovernmental relations or information
- received in confidence from another government.
o Section 14: advice by or for a publi¢c body or minister.
Section 20: unreasonable invasion of personal privacy.
e Section 21: business confidential information.

The remainder of the records are enclosed. Please note that while the $200,000,000 figure was
released in August 2016, this number represents a loan guarantee that was not approved: No
additional funding to Irving Shipbuilding Inc. is planned.

Please contact Rhia Perkins at 902-424-4418 or by e-mail at Rhia.Perkins@novascotia.ca, if you
need further assistance in regards to this application.

%;j’trul;;

puty Minister
Attach.

Cc: Office of the Information and Privacy Commissioner
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Irving Shipbuilding Inc.
300 Unlon Street
Saint John, NB E2L 422

Dear?0 (1)

Further to your request dated December 7, 2011, regarding an extension of the
acceptance dates contalned in the Province of Nova Scotia letlers of offer dated July 8,
2011 pertaining to a capital loan not to exceed $260 million, a value proposition loan not
to exceed $44 million and a guarantee not to exceed $200 milllon, | advise that the
acceptance date has been amended to December 31, 2012 from December 31, 2011.
In all other respects the terms and conditions of the letiers of offer remain unchanged.

If you have any questions, pleass do not hesitate to contact me.
Sincerely,

Sandra McKenzie

Acting Deputy Minister

c Marvyn Robar, VP, Investment, Economic and Rural Development and Toursim
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Irving Shipbuilding Inc.
300 Union Straet

Salnt John, NB E2L 422

Dear

Re: __ Financlal Assistance Irving Shipbuliding Inc.

in response to your request for financlal assistance, the Province of Nova Scotia is committed to
supporting Irving Shipbuliding Inc. due to the long-term employment and associated long-term
economic benefits that will accrue to the Province, We confirm the approval by the Province of
Nova Scotla as represented by the Minlster of Economic and Rural Development and Tourism
(the "Minister”), subject to the approval of the Gevemor in Councll of the Province of Nova
Scotia and the Issuancs of an Order in Council, of a Loan In an amount not to exceed the
smount st out below In reiation to either the Combat Program or the Non-Combat Program,
subject to the terms and conditions contalned in this Letter of Offer and the Stendard Terms and
Conditions altached as Appondix A",

PROGRAM AND FINANCING
COMBAT PROGRAM $ FINANCING $
gg%lsal Infrastructurs for 280,000,000
Capital Loan 260,000,000
Value proposition Loan 44,000,000
Valus Proposition 44,000,000

TOTAL PROGRAM: 304,000,000 ;| TOTAL FINANCING 304,000,000
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nol responsive
not I
NON-COMBAT PROGRAN FINANCING -
Capital infrastructure for
NSPS Capital Loan
Value proposition Loan
Value Proposition
TOTAL PROGRAM: TOTAL FINANCING

The assistance being provided under this Letter of Offer shall be for only one of the following
programs, it being the intention that following selection this Letter of Offer shall be read as

Inciuding only the Program and Financing selected. In the event of any dispute on Interpretation
on which tsrms and conditions shall apply the decision of the Minister shall be final and binding.
DEFINITIONS

‘Annual Qualifisd Amount” means the aggregate of (i) _8.5% of T4 Eaminge; and (i) _8.5% of
T4 Eamings In relation to the wages paid to Nova Scotia Residents by Nova Scotie
Subcontractors engaged by the Company in carrying out the Program.

*Company” means lrving Shipbuliding Inc.

*Forgiveness Window® means successive five year periods within which forgivensss targets will
be monitored and loan forgiveness may be eamed within Individual years as well as potentially
eamad based on the cumulative five year targets ss well,

*FTE® means full time aquivalent based upon 1810 labour hours per annum,

"FTE Psrcentage” means the percentage of actual FTE employment lavels in & year in relation
to the FTE Phase Estimates.

'FTE Range" means an FTE Percentage from and including 80% to and including 108%.
*Minister” shall mean the Minister of Economic and Rural Development and Tourism.
‘Nova Scotla Residents® means a person who files & Province of Nova Scotis Income tax retum

and who was a resident in the Province of Nova Scotia for sil of the calendar year for which an
income tax retumn is fled.
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*Program” means the Combat Veasel work package or the Non-Combat Vesse! work package
as spacified In Public Works and Covemment Services Canada Request for Proposal dated
February 7, 2011 and for which the Company was selected as the successful bidder,

“Substantial® means 80% or more and shall be detsrmined by the Company but subject to
review by the Minister.

“T4 Eamings® means the T4 eamings attributed to the Company substantially assoclated with
the Program, excluding East Isle Shipbuliding. For purposes of this Agreement 50% of overhead
labour will be included In T4 Eamings until 2017 sfter which 100% of overhead labour will bs
inchuded In T4 Eamings fo the extent the Company's activity s substantially related to the
Program, If the activity of the Company is not substantially related to the Program, the
estimated activity related to the Program s a proportion of totel Company activity witl be used
as the percentage applied to calculate the overhead labour component.

C E LOAN

TERM

The Loan shall mature on Decamber 31, 2041 for the Combat Program and on 1! responsive
Any outstanding balance of the Loan shall be due and
payable in full st maturity.

interest shall be charged at the Province of Nova Scotia's 30 year fixed rate at time of
disbursament. Currently, this rate Is approximately 4.6%

REPAYMENT OF PRINCIPAL AND INTEREST

A. Wege Incentive

During the tarm of this Loan, the Company le eligible to eam loan forgiveness In respect to
maﬁ:dmlﬂ shall be spplied first to Interest and then to principal employing the following
m ology.

|. Phase Estimates

T4 Eamings of the Company

Attached as Appendix C is a preliminary astimate of the expected FTE levels of employment
from 2011 to 2041 relating to the Project which estimates will be updated upon the Company
selting budgets for the various phases of the Project as follows (the "Phass Estimates”):

a Capital improvement activities;
b. Arctic/Offshore Patrol Ship construction (AOPS);
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. Canadlan Surfaca Combatant construction (CSC);

Phase Estimates, including the percentage of T4 eamings, for sach of the above phases wiil be
established upon the Company entering Into 8 binding contract(s) in relation to such phase.
Phase Estimates will be reset upon;

()] substantial completion of estimating/production engineering for any class of vessel;
()] delivery of the first ship of any class of vessel;
(i)  delivery of the third ship of any class of vessel.

T4 Eamings of Nova Scotia sub-contractors engaged by the Company

Annually 8.5% of the direct wages of subcontraciors paid to Nova Scotla residents engaged by
the Company in the NSPS contract work. This value will be basad on a determination of the
Nova Scotla resident wage component of subcontractor work determinad by the Nova Scotia
Department of Finance Economics and Stetistics Division and agreed with the Company. The
Company will provide annual, audited documentation of payments to subcontractors, noting the
location where the subcontractors perform the work and the nature of the work performed. In
the event of disagresment, the parties will engage Statistics Canada to prepare an Impartial
review and calculation.

Il. Determination of Annuat Loan Forgiveness

Each year the Company will eam annual Loan forgiveness based on the product of the Annual
Qualified Amount and the FTE Percentage (the "Annual Loan Forgiveness®). No Annus! Loan
Forgivenasa will be samed If the FTE Percentage Is below the FTE Range. To the extent that
the FTE Range restricts the Annual Loan Forgiveness In a year (the "Restricted Year™), the
Company will be eligible to eam the full amount of the shortfall so that the forgiveness samed
does not excead 100% for that Restricted Year:

()} if FTE Percentages in other years of the current Forgiveness Window or the Immediately
following Forglveness Window, in the aggregate, exceed 100% by at least the amount that the
FTE Percentage was bslow FTE Range In the Restricted Year.

For greater certainty, FTE Percantages over 100% In any ysar will be aggregated during the
current Forgiveness Window and will be appliad first to Restricted Years within the same
Range and the remainder of such aggregated FTE Percentage will be used for Loan
forgiveness in that year not to exceed 105% of the target. Further, Loan forgiveness related to
sub-contractor wages pald to Nova Scotia residents is contingent on the Company achieving the
FTE target as sst out in Schedule A, and as updated through the course of this agreement.

This Loan forgiveness shortfall shall be considered part of the Restricted Year shortfall and
therefore eligible for earning if the Company achleves FTE Percentages as noted In (f) above.
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B. Cepial Incentive
During the term of this Loan, the Company is eligible to earn Loan forgiveness with respect to
construction activities ("Capiial Costs”) thet shail be applied first to interest end then to principal
employing the following methodology.
Annually, the Company is eligible to eam Loan forgiveness based on Capital Costs sssociated
with the projects set out in Appendix B (as updated annually during the term of this Agreement)

based the Incremental tax bansfits to the Province of Nova Scotia as determined by the
Department of Finance and estimated to be about 5% of the Capltal Cost of such projects.

QENERAL

The Company's annual application for Loan forgiveness shall be svidenced by an auditor's
report prepared by Its indepandent external auditor sitesting to T4 Eamings and Capftal Costs in
such form and detall acceptable to the Minister.

in the event that clrcumstances outside the Company's control result in the inability to achieve
prescribed levels of employment, the Company may make application to the Minister to
remediate the deficlency.

Any outstanding amount of Interast is payable initially at the end of the sscond Phasa Estimate
Period and thereafter at the end of each Phase Estimate Period to the extent not satisfled by
loan forglveness eamed pursuant to this Agreement.

The outstanding balance of the loan will be due and payable at maturity,

The loan may be repaid In full or part at any time without panalty.

VALUE PROPOSITION LOAN

JERM
The Loan shell mature on December 31, 2041 for the Combat Program and ¢/0! responsive

INTEREST

Interest shall be charged at the Province of Nova Scotla’s 30 year fixed rate at lime of
disbursement. Curmently, this rate Is approximately 4.5%

REPAYMENT OF PRINCIPAL AND INTEREST

Interest only will be payabils for the first five years of the terms annually on the anniversary date
of first advance. Biended monthly payments of principal and Intersst on the outstanding
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principal balance shall commence on the 81 month from the date of first advance and continue
thereafter until the loan s repaid In full,

The Ican may be repald in full or part at any time without penaity.
MON C ITION

SECURITY

A first security interest on all land bulldings and equipment of Irving Shipbuilding Inc. and a
general security interest In all other psrsonal property subject only to prior security In favour of
the Province of Nova Scotla and any Deed of Licenss to the Govermment of Canada, and
subject to any security interest of the Financial |nstitution on Inventories and recsivables.

Except as o Inventories and Recelvables as provided herein, under no clrcumstances s a
PMSI (personal money security Intarast) or simiiar charge permitted which takes priority, or may
take priority In the opinion of the Minlster, over the province's first charge against such persona!
property, and for greater certainty, this Includes aquipment now owned or which may later be
purchased by the Company while this assietance continues,

GENERAL,

In connection with each shipbuliding contract awarded to the Company under the National
Shipbuliding Procurement Strategy, the Company will hold a Nova Scolia supplier conference
for those Nova Scotla companies inlerested in working with the Company in retation to the new
contract. The conference will describe the purchasing process and provide information to
companies on the requirements to become a suppller to the Company under the contract.

The Company will create and fund in the amount of $260,000/year the Irving Centre of
Excelience for Shipbuilders at Nova Scotia Community College to help train and retain the best
shipbuilders in the world.

The Irving Centre of Excellence for Shipbullding will provide information on careers In the
shipyard, with a particular emphasis on recrulting and training Aboriginals, visible minorities and
women. :

The Company shall mest saml-annually with representatives of the Province of Nova Scotia
commencing not less than six months after the award of contract to provide a raport on the
progress of the program and such other times as the Minister may reasonably request.

SONDITIONS PRECEDENT

Award of contract under the National Bhipbullding Procurement Strategy on terms and
conditions satisfactory to the Minister Including a provision for repayment of the loan In the
event of coniract cancellation by the Federal Government.
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All sacurity to the Province to be in place before or at time of disbursement of the loan.

There shall be detailed loan and guarantes agrsementz on terms acceptable to both the
Province and the Company which should reflect the principles generally outlined in the LOOs,
but providing further and additional terms and conditions to both clarify, expand, and add to the
terms and conditions provided in this LOO. Among other things, the agreements may reflect the
terms of any final award by the Govemnment of Canada provided always, howevaer, that the
agreements in final form must be accepted by both the Company and the Provincs,

EINANCIAL STATEMENT REQUIREMENTS

The Company shait provide audited financlat statements prepared on an annual basis to the
Minlster within 120 days of the Company's flscal yoar end, which ls Decamber 31.

APPLICATION OF STANDARD TERMS AND CONDITIONS

The provision of the Loan is subject to the Standard Terms and Conditions, attached as
Appendix "A" to this Latter of Offer, as amended and agrsed batween the parties, as follows:

e The first sentence in the second paragraph of Section 3 is deleted and replaced by the
follewing:

“This Agreement may, at the discretion of the Province, be cancelled or withdrawn
In the event the Company is found to be inveolved In iitigation or any procesding
before s government board, tribunal, or agency which has not been disclosed to the
Province and which has a material adverse sffect on the ability of the Company fo
fulfil its obligaticns hereunder, or In the event the Company or any of Its officers,
directors, employees or agents has intentionally made any material misstatement in
any Information provided to the Province for purposes of obiaining the Loan,
whether before or after execution of the Letier of Offer by the Company.”

» The third paragraph of Section 3 Is modified by changing tha period within which the
Company must request disbursement of the full amount of the Loan from 180 days to 72
months;

Section 4 Is delsted in its entirety,

s The second paragraph of Section 7 is deleted and replaced by the following:
"The Loan will be disbursed by the Province In accordance with the Letter of Offer.
The Company will provide evidence of expenditures to the Province upon
request.”

o Section 10 |s deleted and replaced by the following:
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10. Limitations on Company Activities and Actions

This Agreement is not assignable by the Company without the prior written consent
of the Province.

The Company furthar covenants and agrees that, prior to the disburssment of all or
any portion of the Loan and until such time as the Company has fully satisfied all of
its obligations under this Agreement, it will eneure that the business and assets of
the Company are and will continue to be operated in compliance with all applicable
faderal, provinclal and municipal statutes, regulations, ordinances, end by-laws
(Including the Nova Scotia Environment Act, Occupational Health and Safely Ad,
Labour Standeards Code and Human Rights Act to the extent they apply) and any
enforcement action thet Is, or will be, pending of which the Company has knowledge
with respect to any such statute, regulation, ordinance or by-law will be disclosed to
the Province, and will ensure that all transactions with related, affilisted or associated
companies, and with its sharshoiders, direclors and employees are based on fair
market values other than changes allocated to the Company on a cost recovery
basis for services provided to the Company by affiilstes.

The Company shall refrain from doing any or all of the following untii such time es
the shareholders equity of the Company exceads '/ (1) (5) | plus the sggregate of
the Value Proposition Loan, the authorized amount of the Workdng Capltal Guarantes
and the authorized amount of any financlal aurety provided by the Province In
relation to a contract award under the NSPS or without the prior written consent of
the Province:

a) redeem or purchase any shares of the Company or pay dividends thereon;

b) issue shares of the Company If such issuance would result in a change of control;
¢) repay any sharsholders’ loans or pay interest theraon;

d) make loans to, guarantee or assume llabikty for or make Investments In other
parties, including related, affilated or associated companies;

@) sell, leass, exchange or otherwise dispose of the property of the Company cther
than In the ordinary course of business or in the case of obsolete or surphus property
or for tax planning purposes;

1) institute proceedings for the winding-up, recrgenization or dissclution of the
Company; and

9) fundamentally change the nature of the Company’s business.
The Company shall advise the Province immadiately if it ragisters a name change.

Section 11 Is deleted and replaced by the following:
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11. Requirement to Maintaln and Enhancs Investment in Nova Scotla

Where commercially reasonable, the Company shall employ and purchase Nova
Scotla contractors, labour, products, materials and services In the cperation of its
business. Further, the Company shall make all commerclally reasonable efforts to
snhance lts business operations in Nova Scotia by increasing the employment of
Nova Scotia residents.

Until the Loan Is repald In full, the Company will use commercially reasonable efforts
to maintain any existing business operations or premises in Nova Scotia,

Section 12 is delated and replaced by the following:

2. Environmental

The Company hereby reprasents and warrants that its business and assels and
those of any subsidiary companies are operated In complience in ail material
respects with applicable envionmental legisiation, regulations, rules and orders
{collectively, "Envircnmental Laws®) and thet no enforcement action in respect
thereof |s threatened or, to the knowledge of the Company, pending. The Company
further covenants to continue to operate in accordance with Environmental Laws,
and to permit the Province to conduct Inspections and appraisals of all or any of lts
records, businesses and assats at the Company’s expense, if an svent of default has
occurred and Is continuing, for purpcses of ensuring the Company is in compliance
with Environmental Laws. The Company shall indemnify the Province with respect to
any fallure by It or its subsidiaries to comply with Environmental Laws, and agrees
that, in the event the Province incurs third party expenses because of the application
of Environmental Laws to the Company, the amounts expended by the Province for
such purpose shall be added to the Princlpal Amount owing by the Company under
the terms of the Agreement. The Company shall fully and accurately complele an
snvironmental questionnaire annually upon the request of the Provincs.

Section 14 s deleted in its entirety
Section 15 Is deleted In its entirety
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The sccount manger responsibis for the administration of the financlal assistance will be Marvyn

Robar. He will be happy to respond to any guestions or concemns you may have from time to
time.

Please signify your acceptance of this offer by signing and retuming the duplicate copy of this
letter. The offer will remain open for acceptance until December 31, 2011, We are pleased the

Province Is able to offer this assistance and look forward to the successful operation of your
company.

WE HEREBY ACCEPT THIS OFFER AND AGREE WITH THE TERMS AND CONDITIONS

CONTAINED HEREIN AND IN T;ﬁ #TTACH!D APPENDIX “A". _ - » —

- Daﬁ:_Mfz::é.f_i,_zaJ_z.
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National Shipbullding Procurement Strategy (NSPS) Contract
Finandial Analysis of Requested Assistance to kving Shipbullding Inc.

interest rate 450% {

Tarm Enc Totals

Schadule A — Appendix C 1006 6/29/20111:43 PM



National Shipbuliding Procurement Stratagy {NSPS) Contract
Financial Analysis of Requested Assistance to [rving Shipbuiiding Inc.

[‘:"‘",""‘ :

Beginning Balance
Principal advance
interest
Forgiveness - wages

Forgivaness - capital costs
Ending Balance

Net imterest/forgiveness eamed
Cumuiative

Average woge = 65,000
Wages - direct

Subcontractor assume S0% direct

Schedule A ~ Appendix C 20f6 6/29/20111:43 PM



National Shipbullding Procawwement Strategy (NSPS) Contract
Finandial Analysis of Requested Assistance to rving Shipbuliding inc.

Enm - w.

Beginning Balance
Principal advance
Interast

| Forgiveness - wages

Forgivenass - capital costs
Ending Batance

Net interest/Yorgiveness eamed
Qumulative ,

Contract employee

Average wage = 65,000
Wages - direct

Subconiractor assume 50% direct

Taxrate 850%

Schedule A — Appendix C

223,757,402

3of6

-

211,967,008 199,427,451

-

186,102,833




National Shipbuliding Procurement Strategy (NSPS) Contract
Finandial Analysis of Requestad Assistance to irving Shipbuilding Inc.

Year 2026

Beginning Balance
Principal advance
Interest
Forgiveness - wages
Forgivenass - capital costs
Ending Balance

Average wags = ' 5,000
Wages - direct

Subcontractor assume S0% direct

Tax rate 850%

Schedule A — Appendix C

40f6




Mational Shipbuliding Procurement Strategy (NSPS) Contract
Financial Analysis of Requested Assistanca to irving Shipbuliding Inc.

|interest rate 450%

Yaar 262

Beginning Balance
Prindipal advanca
interest :
Forgiveness - wages

To'm-qﬁim
Ending Balance

Net interest/Sorgiveness esmed
Cumuiative

Contract employee

mﬂn- 65,000
Wages - direct
Subcontractor assumne 50% direct

Tax rate

Schedule A — Appendix C

50f6
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.

6/29/20111:43 PM



National Shipbuliding Procurement Strategy (NSPS) Contract
Fnancial Analysis of Requested Assistance to irving Shipbuliding inc.

Schedule A ~ Appendix C
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