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INDEMITY AGREEMENT

MADB as of the 16 day of May, 2003

BETWERN:

BIG SKY FARMS INC., 2 body corporate purauant to the laws of the Province of
Saskatchewan, with office in Humboldt, Saskatchowan

("Big Sky”)
OF THE FIRST PART
-and -

BIG SKY FINISHERS (NO. 1) INC., a body corporate pursnant to the Jaws of the
Provinee of Saskatchswan, with office in Saskatoon, Sagkatchewan

5. (heHOwner”)

OF THE SECOND PART

FR s W ST
BT s AN

BESEY

RECITALS! Lot

A,

The Owner hes agreed to purchaso cortain assets of Big Sky pursuant to an asset

purchase sgreement dated for reference January 14, 2003 between Big Sky and the Owner (the

wAgset Purchase Agreemeat") and to feed, maintain, care for and finish hogs at the Facilities (as
hereafter defined) on bebalf of Big Sky pursuant to a contract finishing agreement made between Big
Sky and the Owner concurrent with this Agreement (the “Contract Finishing Agreement”);

B,

Ttisa condition of theAssctPurchaseAgreamenuhatBlg,Sﬂ@rovide the indemnities

hercin contained; - seat!

NOW THEREFORE {br good and valuable consideration and the payment of $10

by the Ovrmer to Big Sky, the receipt and sufficiency of which is hereby acknowledged, the parties
agree a3 follows: . DFY 40

1.1

AT -

o
e

i ARTICLE 1 - DEFINED TERMS
INTERPRETATION
Tﬁc following terms shall have the following respective meanings when uscd herein:

THIS IS EXHIBIT “D* XEFERRED TO IN THE AFFIDAVIT OF JOHN
BECKTON SWQRN BEFR RE ME AT THE CITY OF SASKATOON,
SASKAT Tx-m{ 1Y DAY OF FEBRUARY, 2010,

A A COMMISS R FOR OATHS IN AND FOR TIE PROVINCE OF

SASKATCHEWAN MY COMRM ‘
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“Envirommental Activity® means any activily, condition, ‘event, circumstsuce or
matter in respect of Huzardous Substances (including, without limitation, the -
presence, storage, holding, collection, accumulation, asseesment, goneration, ]
processing, treatment, stebilization, disposal, recycling, handliog, deposit, discharge,
leaking, rolease or emission of such Hazardous Smhstanices into the environmeot,
includiog the movement throngh or in the air, soil, surface water or groundwater) ot
which i otherwise regulated by Boviropmental Laws. ...,

“Envirommental Laws” means all applicable federal, provincial, municipal and Jocal
Jaws, including without limitation, all statutes, bysJaws and regulutions and all orders,
divectives and declstons rendered by, and policics, instructions, guidelines and similar
guidance of, auy Governmental Authority and any obligations or tequirements arising
under common 1aw, relating to environmenta] matters, incloding the protection of the
cnvironment, oecupational bealth and safety matters or the manufacture, processing,
distribution, usc, irestwent, storage, disposal, recycling, packaging, transport,
handling, contaiament, clean-up or other remediation, or comective uction of any
Hazardous Substances legally enforceable, in each case, against or with respectto a
Porson ot the Lands and Fropetty. PR

;qsagglgigg? has the meaning given such term in the Contract Finishing Agreement.
“Goyernmental Authority” means sny government, regulatory authority, ageney,

qug,u@uml, department, comvission, board, minister, director, governor,
municipality or court or other law, regulation or rule-making entity,

“ﬁ&ird;m Substunce®” means, as defined by Bavironmental Laws, any pollutant,
contaminant, chomical, hazardons material, waste (including, without limitation,
subject waste, liquid industrial waste, other industrial waste, toxic waste or hazardous
waste, asbestos or any substance coutaining asbestos, the group of organic
compounds known as polychlorinated biphenyls, lead, hydrocatbons, cadmium,
flammable explosives, radioactive materizls, chemicals known to cause cancer or
reproductive toxicity, pollutants, offftucnty, contaminants, emissions or related
materials and any items included in the definition of hazardous or toxic wasts,
materials or substances under any Eavironmental Laws, . .

“Tudenified Persons” has the meaning piven such termp 3 §ection 2.1,

‘.‘Baggs and Property” meaus the Facilities and all px{gﬂgugity,,and assety now or

!E%r;c@ owncd, Ieased or liceosed by Big Sky and o cate@o;}pr ?bout the Facilities,

3

‘Liosses fiﬁeéns, in respect of any matter, sny and all suits, actions, proceedings,
clafins, orders, damages, losses, liabilities, judgments, interest, costs, penalties, fines
and expepses of any kind whatsoever (including, without limitation, reasonable legal
and congultant faes and disborsements, includiag those arising out of any claim,
litigatjon, investigation, proceeding, or orders and upon any appeal therefrom) arising

[
wo ?
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as a conscquence of such matter, whether or not there is compliance with
Environmental Law.

"Material Contract" means any one of the following agresments mado between the
parties and “Material Contracts" means all of the following agrecments collecLively:

(8 the Assct Purchase Agreement;
(b)  the Contract Finishing Agreement;

(c) - the option agreement made concurrently with-the Countract Finighing
Agreement and this Agreement; and T

(d)‘ R 'thls indembity agreemsnt,

as Such Matcnal Contracts or any of them may be amended, supplemented or
modified from time to time,

“Persons” means any person, corporation, firm, partnership, governmental body,
public authority or other entity, any group of persons, corporations, fims,
partnerships or other entities, or any combinatian thereof.

1.2 GOVERNING LAW

This Agreement shall be governed by and construed in accordance with the laws of
the Provmce of Suskatchewan and the Jaws of Canada applicable therein,

13 E’XTENDED MEANINGS a e L

m ds importing the slogular include the plural and vice verse. Words jmporting
gender include genders

a3y suoi M
o ARTICLE 2 - INDEMNITY

DTy

2.1 INDEMNITY

6)] Bxg Sky hereby covenants to indemnify and save harmiless the Owner, its affiliates,
successors and assigns, and each of the Owner’s sharehalders, officers, directors, employees, tenaots,
licensees, iuvitees, representatives and agents (all of such Persons being referred to hercin as the
"Indemnified Persons™) from and against any and all Losses suffered or incurred directly or indircctly
by any ofsuch IndemniGed Persons (whether or not caused by Big Sky) as azesult of, or arlsing from
orin conn;gtion with, or by virtue oft

-

@ . the catrying on or performance by Big Sky of any Envirénmental Activity on,

~“about or in relation to; or
f" lﬁld«‘& 2 & AT
osehet o
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()  to tho cxtent considered to be an Buvirommental Activity the Owncr's
ownership, use or disposition of; or L

(i)  the carying on or performance by the Ownet in accordance with the terms
and conditions of the Contract Finishing Agreement of any Environrmental
Activity on, about or in relation fo,

the Lands and Property or any part thereof, except to the extent that, sulject to subsection 2.1(b)
hereof, such Loss is caused by any Indernnified Person's breach of any provision of a Material

Contract. . .

(b)  The exclusion in subsection 2.1(a) hereof with respect to Loss caused by any
Indetnnificd Person's breach of a Materlal Contract shall not spply, sud Big Sky shall indemnify and
save harmless the Indermnified Persons for Losscs, where the breach in question results from the
Owner complying with any Eavironmental Law notwithstanding that in order to so comply with such
Environmental Law it wes reasonably necessary for the Indemnified Person to cause the breachin

question. alita.
22 ‘ Insurance

. i LECED
Big Sky s%%;lusc reasonable efforts, throughout the Termgfthe Owner's engagement
under the Contract Finishing Agrecment to include the Owner, and if réasonably possible all other
Indemnified Pesons, as named fnsureds, beneficiaries or loss payables under asy environmental
insurence policies portaining to the Lands and Property that arc obtained and/or maintzined by Big

time fo time, ... |

T et 1 ABEE

ARTICLE 3 - MISCELLANEOQUS

31 . AMENDMENT AND WAIVERS

No amendment or waiver of any provision of this Agrcaniént shall be binding on sny

party Lmles§ consented to inwriting by such party. No weiver ofany provision of this Agrestnent shall
constitute a waiver of any other provision, nor shall any waiver constitute gjgontinuh:g Wwaiver unless

otherwise provided.
32  COUNTERPARTS
i Sk b ulthe 5
B mﬁAécmt may be executed in counterparts, each ofy\;ﬁﬁghshall congtitate an
original and all of which taken together shall constitntc ons and the same, ins{rumnent,
SRR A e R iapdos
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33 SUCCESSORS AND ASSIGNS

Thig Agreement shall bind and etwre to the benefit of Big Sky and the Indemnified
Persons, respectively, and their respective successors and assigns.

IN'WITNESS WHEREOF the partics hercto have executed this Agreement as of the above written,

ef Bxecutive Qfficer

l‘er;%ﬂ'-—k e e,

Michael Deutscher, Chiof Financlal Officer

BIG SKY FINISHERS (NO. 1) INC.
S Pep, JAE7 A

4ohn n, Prcs?% .
Per: g, —

Lorianne Barfs, Chief Financial Officer
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No securities regulatory authority has expressed an opinion aboul these securities and it is an offence to :
claim otherwise.

Initial Public Offering January 15, 2003

Big Sky Finishers (No. 1) Inc.

A Minimum of 90,000 and a Maximum of 270,000 10% Cumulative First Preferred Shares

at $10 per share ALAN CRUICKSHANK CFP, Branch Manager
Tranche #1 - 90,000 shares - $ 900,000 UNIGN SECURITIES LTD.
T e #7.- 00,000 shares - § 900,000 1100 CNTOHER SAmKATO o ST 12
Tranche #3 - 90,000 shares - $ 900,000 yaww.saskstockmarket.com

Total: 270,000 shares - $2,700,000 acruickshank@union-securities.com

This Offering consists of a minimum of 90,000 (the "Minimum Offering") and a maximum of 270,000 (the
"Maximum Offering") 10% cumulative first preferred shares (the "Shares" or the "Securities") in the capital
stock of, and issued by, Big Sky Finishers (No. 1) Inc. (the "Issuer"), 2 corporation organized by Big Sky

Farms fnc. ("Big S A or the "Company®). The Shares are offered at a price of $10 per Share and investors .
must subscrbe for a minimum of 500 Shares - §5,000. The price of the Shares has been arbitrarily -
detemipe%?;@; Isguer, in consultation with Union Securities Ltd. (the "Agent”). The Qffering is divided
into three parts, or trénches (a "Tranche"), with the proceeds of each Tranche, combined with mortgage
financing that the Issuer will obtain, to be used by the Issuer to acquire 2 hog finishing barm and associated

lands and facilities near Ogema and/or Rama, Saskatchewan, respectively (the "Project”) pursuanttoa series
of agreements to be entered into between Big Sky and the Issuer. See "The Offering” and see "The Project”.

A e e
1

These Sec:n'ities are speculative and investment may be appropriate only for investors who are
prepared to have their money invested for a long period of time and have the capacity to absorb a loss
of some or all of their investment. There isno market through whicl these Securities may be sold and
there Is no assurance that 2 market for the Shares will develop or that subscribers will be able to resell
their Shares. Accordingly, purchase of these Securities may not be suitable for investors who may
have to liguidate the Securities on a timely basis. See "The Offering - Risk Factors".

Distribution Table . B
No. of Price to Féé%gmd ; Proceeds to
Shares Public Commi's’giﬁﬁs“}"l Issuer®
t $10 75090 $10
‘ 500 $5,000 $450 $5,000
Minimuii Offerfirg s 90,000 $900,000 $81,000 $900,000
Maximum Offering ........--- 270,000 $2.700,000 $243,000 $2,700,000
M {00% of the proceeds of the Offering will be received by the Issuer. The Agent's fees and
commissians, together with Offering costs, including legal, accounting, printing and regulatory filing
fees, which Offering costs are estimated at $120,000, will be paid for by Big Sky and will not affect
the net proceeds of the Offering to the Issuer. See *The Offering - Plan of Distribution".

< g ST
The Securitics are conditionally offered for sale to the public in Saskatchewan (the "Province") by the Agent
on-a-"best efforts" basis subject to prior sale, if, as and when issued by the Issuer, in-accordance with the
conditions contained in theWgency Agreement referred to under "The Offering-- Plan of Distribution” and
the conditions of closing referred to under "The Offering - Conditions of Closin; ‘Lagct subject to the approval

of ccrtairi“}egal matters on behalf of the Issuer by MeKercher McKercheﬁ;g&;thorc, Saskatoon,

£
o

R L [ ™ 6 ‘di}ﬁ“
‘ e THIS IS EXHIBIT “B” REFERRED TO IN TIE AFFIDAVIT OF JOHN
b o el BECKTON SWORN BEFORE ME AT THE CITY OF SASKATOON,
, SASKATCH DAY OF FEBRUARY, 2010.

w——— Av
A COMMISSIONER FOR OATHS IN AND FOR THE PROVINCE OF

SASKATCHEW. J| S ———
AD AN A AT TOTTOR,
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Saskatchewan and by MacPherson Leslie & Tyerman LLP, Saskatoon, Saskatchewan on behalfof the Agent.
Subscriptions-will be received subject to rejection or allotment in whole or in part and the right is reserved
to close the subscription books at any time without notice. It is expected that closings of the respective
Tranches may occur at different dates (respectively, a "Closing Date") with a final closing to be held not later
than 120 days after the Saskatchewan Securities Cornmission (the "Commnission") issues a receipt for the
(final) Prospectus, or such later date as the Commission may approve through an amendment to this
Prospectus (the "Final Closing Date"). Subject to the foregoing, it is expected that definitive certificates
representing the Shares will be available for delivery promptly after the respective Closing Dates.

:
g
3

In the opinion of the Issuer’s solicitors, McKercher McKercher & Whitmore, Saskatoon,
Saskatchewan, the Shares will be "qualified investments" for RRSPs under the fncome Tax Act,
subject to certain exceptions where cligibility is dependent upon the relationship of the RRSP
annuitant to the Issuer. See "The Offering - Income Tax Considerations".

A purchaser of these Securities has certain rights of withdrawal, rescission and damages regarding
the purchase of these Securities. See "The Offering - Purchaser’s Statutory Rights" for greater detail.
Investors should read this Prospectus carefully, and consult their own Qgggﬁssional advisors regarding
legal and other aspects of an investment in these Securities, s

Toogw ondn b
o pimdie o Union Securities Ltd.
s lad g

boosC Of BuC L 1100 CN Tower ot
1 Ch ong  Saskatoon, Saskatchewan STK 1J5 oo ¢
Telephone: (306) 244-2466

5o {the "rna
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GLOSSARY AND EXPLANATORY NOTES

In this Prospectus the following terms have the meanings set forth below:

"hog" and "li'ork" industries - hog producers and meat packers and/or processors are often referred to,
generically, or interchangeably, as the "hog industry” or the "pork industry". In this Prospectus the terms
"hog industry", "hog production” or like terms are meant to refer to the farming activity of raising and

marketing live hogs. The terms "pork industry", "processing industry", "pork processors” or like terms
are used to refer to the meat packing and processing segments of the industry.

Agent - means Union Securities Ltd.

farrow to finish - a hog production operation where hogs are bred and the offspring raised from birth to
market weight.

Offering - means the offering of a minimum of 90,000 Shares (the "Minimum Offering") and a maximum
of 270,000 Shares (the "Maximum Offering").

RRSP - means & registered retirement savings plan as defined in the /ncome Tax Act (Canada).

SBCA -means, The Bysiness Corporations Act (Saskatchewan). coces

poar e b . oyl b i
Securities Act - mqigpsjgfhe“Secuntzes Act, 1988 (Saskatchewan), as amerided, tagether with the rules and

regulations @q;eygdej,gﬁd@hq orders, published policy statements and nati%c;éip?f the Commission that are

in foree pngd effett pursyant fo the Securities Act. .

three-site ',Epduggipq,—. a farrow to finish hog production method where the animals are physically
segregated lZ‘rorn one another on different sites through the growth stages of their life cycle. In three-site
production, qperations are divided between: "breeding" barns where sows are bred and piglets are farrowed
and raised for,about 18 days until weaned at an average weight of 5-6 kgs; "nursery” bams where weanlings
are fed for about 8 weeks to an average weight of 26 kgs; and "finishing” barns where feeder hogs are then
fed for an gyerage of about 16 weeks to an average market weight of approximately 114 kgs. This term is
also sometimes used to distinguish three-site production from "single site production” where the farrow to
finish operations are all carried out in a single barn or at a single site.

Units - meatis the production facilities for breeding sows and finishing the hogs produced by those sows to
market weight, which. in the case of Big Sky's three-site Units includes a breeding barn, nursery barns,
finishinig barns and associated feedmills. Units are described based on the size of the sow herd for which
the breedi%gam was ‘i?itiélly designed, although the actual number of sqg,ﬁna given Unit may vary from

this origin; N es1gnv(3§plac1w Big Sky’s "Existing Facilities" include three 2,500 sow three-site Units, two
5,000 (‘siiwéﬁmeﬁitg& s two 600 sow, single-site Units and a 100 boar Al stud barn facility. See "Big Sky
Farms Inc. - The Businiess of Big Sky Farms Inc.". -
G it
sgi bl kb 2 .‘C ¢
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PROSPECTUS SUMMARY

Please refer'to the "Glossary and Explanatory Notes" for an explanation or definition of some of the terms
used inthis Prospectus.- The following information is a summary only and is qualifi ed in its entirety by, and
must bé read in conjunction with, the more detailed information appearing elsewhere in this Prospeclus.

THE OFFERING
Issuer: Big Sky Finishers (No. 1) Inc.
Agent: Union Securities Ltd.
Promotcf: ; Big Sky Farms Inc.
Securities Offered: 10% Cumulative First Preferred Shares of the Issuer (the "Shares"), which

carry theright: tovote; toa fixed, cumulative, annual, preferential dividend
of $1 per share (the "First Preferential Dividends") in priority to dividends
on any other shares and, thereafter to participate, subject to the rights of the
holders of second preferred shares, if any; in any additional dividends
it is Prospectus: The o declared by the board of directors; andf;gﬁrk,gf yygndmg-up of the Issuer, to
o el 2 confiie o have returned the $10 purchase price t_oggﬂ}gr with any acprued but unpaid
‘ First Preferential Dividends in priority to any distribution on any other
shares and, thereafter to participate, subject to the rights of the holders of
second preferred shares, if any, in any additional distributions of the net
assets of the Issuer. See "The Offering - Description of Securities Offered"

and see "The Issuer - Dividend Policy".

it I Ko o
2 RS ALY NN

Subscription Pricc: $10 per Share.
Minimum Subscription: 500 Shares - $5,000.
L : of the
RRSP Eligibility: In the opinion of McKercher McKerck;c?&&, Whitmore, the Shares will be

"qualified investments” for RRSPs ungi'gxzﬁftbe\lncome Tax Act, subject to
certain exceptions where eligibility is qu«%gctéht upon the relationship of
the RRSP annuitant to the Issuer.  See. "The Offering - Income Tax
Considerations”. '< "\f"*}f

¥

Tranche #1 - 90,000 Shares - $ 900,000 (the "Minimum Offering").
Tranche #2 - 90,000 Shares - $ 900,000

Tranche #3 - 90,000 Shares - $ 900,000
270,000 Shares - $2,700,000 (the "Maximum Offering")

THE PROJECT

The procééds of cach of the three Tranches, combined with mortgage financing, will be used by the Issuer
to purchase from Big Sky a hog finishing barn and associated lands and facilities (individually 2 "Bam" and
collectively the "Project") at a purchase price of $3,5 50,000, for a total purchase price if all three Tranches
are closed‘of $10,650,000. The Barns were built in 2000 and 2001. Each Barn has a design capacity to fced
12,000 héEs at a time and finish approximately 35,000 market hogs angga‘ny;

The Project will be implemented through the following Material Cont:xg-i Gl
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Asset Purch:gtse Pursuant to which the Issuer purchases th:ef"Bg.rn(s) from Big Sky.
Agreement: . v
Contract Finishing Pursuant to which the Issuer agrees to feed and finish hogs in the Barns on
Agreement: behalf of Big Sky for a term expiring June 30, 2018,
Option Agreement: Pursuant to which, in certain circumstances at the option of either the Issuer

“ or Big Sky, the Bamns may be sold back to Big Sky at a predetermined

price.

Indemnity: Pursuant to which Big Sky agrees to indemnify the Issuer against certain

losses in respect of environmental matters.
INDUSTRY CONDITIONS

Hog production in Saskatchewan is influenced by a number of factars, including:

fe
R

i .\ . sk
. " Canada’s position as the world’s leading exporter of pork;

" the restructuring of the hog and pork industries throughouf Na h America and the shifting
- Wk s of these industries in Canada from central to western Canada;

S voers feed grain and other production costs in Saskatchewan are;g.@jtignally amongst the lowest
B CORTGF any hog producing region in North America and well below production costs in other
traditional hog producing regions of the world;

. other competitive advantages associated with producing hogs in Saskatchewan, including:
traditionally abundant supplies of feed grains; expansive land base and relatively low land
costs; climate; high animal health standards; and well established swine research and

development institutions and organizations; and
« . aregulatory regime supportive of environmentally sustainable hog production.
s wd et

o BIG SKY FARMSINC, 1"
Big Sky took thewipigiatrjive, in organizing the Issuer and, pursuant to the Qe rities Act, 18 considered to be
the “promotér" of the Issuer. R

Big Sky, was founded in. 1995 for the purpose of developing and operating a ggpes of large scale, three site,
farrow-to finish h&gg}g‘gﬂucygn Units utilizing the most modern design and iéiodﬁction methods existing in
the industry. Siﬁ@‘g;itgngdfng, Big Sky has successfully grown into one of Canada’s leading hog production
companies. At present, the Company has a breeding herd of approximately 21,000 sows that is producing
hogs at the rate of ,appxjoximately 470,000 annually. This production is spread between seven Units witha
total of 35 bamns and associated feedmills at 28 separatesites. An eighth Unitis presently under construction
near Porcupine Plain, Saskatchewan which, when completed, will add approximately 5,000 sowsto Big Sky's
production herd and increase its annual production capacity to approximately 600,000 hogs. All sites are
located in Saskatchewan.

RISK FACTORS

Risk factors includes (i) the Securities are speculative; (if) there isno pﬁblic market for the Securities;
(3if) changes in tax Jaws and/or their interpretation may adversely aﬁf)&g&gtzthe eligibility of the Shares

SR Y
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for RRSPs; (iv) operating costs and ather expenses outside of the contral of the Issuer may adversely
effect the Issuer’s results of operation and financial condition; (v) dividends may not be paid in a
timely manner or at all; (vi) the Issuer'sloan and security documentation contains covenants that may
restrict the payment of dividends or other distributions of manies to the Issuer's shareholders; and
(vii) the continuing ability and financial condition of Big Sky to perform its ebligations to the Issuer
under the Material Contracts. See "The Offering - Risk Factors"..

{NVESTMENT CONSIDERATIONS

In management's opinion, prospective investors should also consider: (i) the Project has been built, is
presently operating at design capacity and will begin generating revenues for the Issuer immediately upon
completion of the Offering; (ii) Big Sky is exclusively responsible for all organizational and Offering costs
of the Issuer, including the Agent's fees and commissions, such that investors will not experience dilution
in the book value of their Shares; (iii) Big Sky owns all of the inventory and takes all of the risks associated
with fluctuating hog and feed markets; and (iv) investors are provided with a mechanism to liquidate their
investment by causing the Issuer to sell the Project back to Big Sky pursuant to the Option Agreement. See

"The Offering - Investment Considerations". e
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THE OFFERING

DESCRIPTION OF SECURITIES OFFERED

The Securities offercd hereunder include a minimum of 90,000 and a maximum of 270,000 10% cumulative
first preferred shares in the capital stock of the Issuer (the nShares" or "First Preferred Shares") offered at
a price of $10 per Share, with investors required to subscribe for a minimum of 500 Shares - $5,000 (a
"Minimum Subseription"). The rights of the holders of Shares are equal in all respects and include:

. the right, with the holder of the common share, to receive notice of, attend and vote (one
_ vote per Share) at all meetings of sharcholders of the Issuer;

. the right to receive, as and when declared by the Issuer’s board of directors out of monies
properly applicable to the payment of dividends, in preference and priority over the
declaration or payment of dividends on any other shares of the Issuer, a fixed, cumulative,
annual, preferential dividend of $1 per share (the "First Preferential Dividends") and,
additionally, subject to the rights of the holders of second preferred shares, if any, to
participate equally, on a per share basis, with the holder of the common share in any
additional dividends, if, as and when such additional dividgnds are declared by the board of

directors;

o 7 the ;rjgh;c, igithe event of the dissolution, liquidation or w‘ﬁﬁéfmg-up of the Issuer or other
© """ disfribution of property or assets of the Issuer amongst its shareholders for the purpose of
8] ST W . . 51, i .
. vaggmg up.its affairs, to receive from the property or assels af %_hc Issuer, in preference and
’ prioﬁ{rs' to any distributions to the holders of other shares ‘of the Issuer, a return of capital
. in the amount of $10 per share plus any accrued but unpaid‘Fj;st;{P;cfcrenﬁal Dividends and,
'&&diﬁ”dﬁgllj;fs‘\ibject to the rights of the holders of second preferred shares, if any, to
. thereaftér participate equally, on a per share basis, with the holder of the common share in
any additional distributions of the property or assets of the Issuer.

e
—
T

See also "The Issuer - beséription of Share Capital” and "The Issuer - Dividend Policy".
THE PROMOTER

Big Sky took the initiative in organizing the Issuer and, pursnant to the Securities Act, is considered
to be the "promoter" of the Issuer. All proceeds of this Offering will bé used by the Issuer to purchase
existing Barns from Big Sky, and Big Sky will use these funds for the completion of Big Sky VI as
disclosed under "Big Sky Farms Inc. - The Business of Big Sky Farms Inc.". For information
concerning Big S}gjgs}{ef"_gth}gdisclosure in this Prospectus under the hegﬂiﬁg_"Big Sky Farms Inc." and
sce the Financial Stagements of Big Sky included in this Prospectus.. Bec;agse Big Sky is the promoter
of the 1ssuer, Pu!’”;é,h;%l‘érlsu of the Shares offered by this Prospectus Hiafy‘;e&t:ertain rights of damages
against Big Sky, iig} ?ggmgn to the rights of withdrawal, rescission aﬁ&:('i!iamages that purchasers have
against the Issuqr%gg Ighrectgrs, offiicers and certain other persons. See !'The Offering - Purchasers’

¢

Statutory Rights' .~ |

™
i

R T INCOME TAX CONSIDERATIONS

McKercher McKercher & Whitmore, barristers and solicitors, have prepared the following summary of
material Canadian federal income tax considerations generally applicable to subscribers of the Shares offered
by this Prospectus pursuant to the Income Tax Act (Canads) and the Regulations thereunder (collectively,
the "Tax Agg:‘). This summary does not take into account any provincial or foreign tax considerations, which

). Bk
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may differ from the Canadian federal tax considerations. This summary is of a general nature, and is not
intended to constitute advice to any particular subscriber. No application has been made or will be made to
any taxation authority for an advance tax ruling with respect to subscribers or the Issuer and, therefore, the
Canada Customs and Revenue Agency ("CCRA") potentially may or may not have different views of the tax
consequences from those described herein. Prospective subscribers are urged to consult their own
professional advisors regarding the tax consequences applicable to them ijn their personal

circumstances.

This summary is based on the assumption that subscribers are individuals who are resident of Canada for tax
purposes, deal with the Issuer “at arm's length" (as that term is defined in the Tax Act) and hold the Sharcs
as capital property (as defined in the Tax Act); and that the Issuer and Big Sky deal with each other "at arm's
length" and ate not nrelated" to one another for the purposes of the Tax Act. This summary is based on the
current provisions of the Tax Act, the published judicial interpretations. of the Tax Act, McKercher
McKercher & Whitmore's understanding of the current administrative and assessing practises of CCRA, and
all specific proposals to-amend the Tax Act announced by the Minister of Finance, as they exist on the date
of this Prospectus. Except as expressly noted herein, this summary does not otherwise anticipate or take into
account any subsequent changes in the Tax Act, the administrative or assessing policies of CCRA or any
subsequent changes. in the interpretations of laws by judicial decision. No assurance can be given that any
of the foregoing will not be changed in a manner that will materially alter the tax consequences to 2

subscriber. ; .
-

RRSP Eligjbility

In the opinf:ci‘n of McKercher McKercher & Whitmore, the Shares will be, at the date of issue, a "qualified
investment" within the meaning of the Tax Act for self-directed RRSPs, provided that the Issuer has
commenced business substantially in the manner described in this Prospeg tis; and provided, with respect to
speciﬁ@,sq@%bribgt‘fs;ﬂ}é Stiares will not be a "qualified investment” fora self-dirécted RRSP if the annuitant
of the RRSFis 2 "§esignajed shareholder" within the meaning of the Tax Act, or if any dividends paid on
the Shares g,an be reasqnably considered, having regard to all circumstaries, fo be on account of services
rendered tio&.;,\;fl-xe Isﬁggggé,f’qgs?uant to the Tax Act, an annuitant will genci‘?fg E%__g a “desi gnated shareholder”
if the apnuytant or persqns Ielated to the annuitant own more than 10% o g;gt,% {ssu

-

{ tant o ] 16 issued shares of any class of
the Issuer, i’é'\"f 2 io)gpg;a’&on related to the Issuer or if the annuitant does not deal "at arm's length" with

Issuer.
L g5 Cnapent @

Also, the a}%j:]ity of ahy subscriber to purchase Shares through, or subsequently contribute Shares to, an RRSP
will dependon the annuitant's personal allowable RRSP contribution limit, which will vary from individual
to individual based on personal circurnstances. 3

Subscribers who are concerned as to whether or not they arc a "designated shareholder" or otherwise
concerned as to whether the Shares represent a "qualified investment" for a self-directed RRSP in
their personal circumstances are urged to ‘consult their own professiQﬁa! advisors.

S S
Income Tag Congequences of Holding and Disposing of Shares

Generally, & holdér a f Shares (other than an RRSP) will only realize td ébpsequences from holding the
Shares if li¢_ or she boiTows money 10 fund the purchase of the Shares; if'and when the Issuer declares and

pays inid@liﬁds onithe:Shares; and if and when the holder disposes of off’fﬁs‘y tetned to have disposed of the
. Shares! SRR (;.Lpi»l e
ST R Ry

Interest Expense - Reasonable interest expense incurred by a holder on funds borrowed to acquir¢
Shares wi_(ll@’ generally be deductible in computing the holder's taxable income provided the holder continues

Fo
L
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to own, throughout the period during which the interest accrucs, the Shares écquired with the borrowed
funds.

Dividends - Where dividends are paid on the Shares, the holder will be required to include such
dividends plus a 25% gross up in the holder's taxable income as taxable dividends received from a taxable
Canadian corporation. Individuals will normally be able to claim a federal dividend tax credit equal to 16
2/3% of the actual dividend (or 13 1/3% of the grossed up amount) plus any applicable provincial dividend

1ax credits.

Dispositions - If a holder sells, gifts, transfers or otherwise disposes of Shares (including a transfer
or contribution of Shares to an RRSP), or is deemed to have disposed of Shares, he or she wil] realize a
capital gain (or capital loss) if and to the extent that the proceeds (or deemed proceeds) of disposition, net
ofany costs of disposition, exceed (or are less than) the holder's adjusted cost base for the Shares. Generally,
the proceeds of disposition will be the sale price of the Shares, provided that where Shares are disposed of
to a person not at "arm's length" from the seller (including for example a self-directed RRSP) or where the
Shares are deemed to be disposed of as a result of death, the proceeds will be deemed to be the fair market
value oli;thgésrhare;si t the igia_te of disposition (or, 1f applicable, immediq,tggya p:ior to the time of death).

i ok

Generally, the seller's adjusted cost base will be his or her original purchase price for the Shares.
Unless a cap{j,gal gaing exemption is available, one-half of the capital gain will be included in calculating the
holder's taxable income in the taxation year in which the disposition occurs. Where the disposition results
in a capital loss, one-half of such loss may normally be deducted against taxable capital gains for the year
in which the disposition occurred, or in any of the three preceding years or any subsequent year.

Under the Tax Act, up to an aggregate limit of $500,000 of capital gains realized by individuals on
dispositions of “qualified small business corporation shares” (as defined in the Tax Act) may qualify for an
exerption frém tax. However, the definition of “qualified small business corporation shares™ in the Tax Act
is complex, ihere are 2 number of restrictions on the use of this exemption, and the availability or impact of
the excmptifép will depend upon the status of the Issuer and, with respect:fqna;t\iy particular holder, on such
holdcr‘stpg;%%gnal circumstances, at the time the Shares are disposed of. A@f@iﬁ;@naﬂy, there arc a number of
anti—avozda;%gfe prb;\gl,gglg;}ﬂs tpgt could restrict or deny the exemption in ccna;;g ﬁl(gﬂ{mStﬂﬂCGS. Further, Shares
issued L'mcl‘?r this Pﬁo;;}gecti.is would have to be held by the seller for at least two years before they could

qualify as ' %aliﬁc&_ small business corporation shares" for the purposes: "fggflig_gapital gains exemption.

e

R soters adl sied . g
The 'co%tsequenc‘fésfasé(féscmfed above of holding and disposing of Shares ‘ave subject to the alternative

minimum tax rules in the Tax Act which provide that taxes otherwise payable under Part I of the Tax Act
by an iﬁdiﬁaual (o?ﬁé‘f“ than certain trusts) will not be less than a minimum amount computed by reference
to the holder's adjusted taxable income for the year. For this purpose, the minimum amount generally means
the amount’by which 16% of the adjusted taxable income of the individual in excess of $40,000 for the year
exceeds the total of certain tax credits. Provincial tax rates will also apply to minimum tax. In calculating
adjusted taxable income for this purpose, certain deductions and credits otherwise available are disallowed
and certain amounts not otherwise taxable are included in income. These adjustments include, among other
items, the addition of the non-taxable portion of net capital gains, regardless of capital gains exemptions that
may otherwise be available. Whether and to what extent a particular hofder of the Issuer's Shares will be

adat

subject to minimum tax will depend upon the amount of the holder's incomi?;esq urces from which it is derived

and the naﬁiire and amount of any deductions that the holder claims. Anygiécfditional tax payable for a year
resulting ff“&n th_c’;gp;' lication of the alternative minimum tax rules is de uctible to the extent that tax
otherwise (igtermﬁae fvffc‘}cc?ééds the minimum amount for any of the fqll@@m\;gevcn taxation years. The
alternative minimum tax provisions of the Tax Actare complex and shareholders are urged to consult

¥

&fvisors regarding alternative minimum tax cunse"ﬁilences applicable to them in

+

their professional ad
their pprsqnal circgmstanges. o
voaxc ezt Te

14




FEB. 18. 2010 4:53PM NO. 3156 P. 82/106

Where Shares are held by an RRSP, the general income tax consequences discussed above will not apply to
the RRSP. Generally, dividends or the proceeds of disposition or deemed disposition of Shares held by an
RRSP will not be subject to income tax while held by the RRSP, but will be subject to tax at the time any
such funds are withdrawn from the RRSP. o

PLAN OF DISTRIBUTION

Pursuant to:an Agency Agreement dated as of January 14, 2003, among the Issuct, Big Sky and Union
Securities Ltd. (the "Agent"), the Agent has agreed, on a best efforts basis, to offer for sale the Securities
offered hereby to members of the public in the Province of Saskatchewan. The per Share subscription price
of $10.00 was arbitrarily determined by the Issuer, in consultation with the Agent. The Agent may retain
sub-agents who may lawfully sell securities in Saskatchewan. All fees and commissions of such retained
sub-agents are the responsibility of the Agent. Subscriptions for the Securities may be made by the Agent.
Subscribers who place an order to purchase Securities will be deemed 1o have authorized the Agent to

execute, on their behalf, the subscription agreement.

The obligations of {he Agent under the Agency Agreement may be terminated and the Agent may withdraw
subscriptions for Securities on behalf of subscribers upon the occurrence@@pcrtain stated events, including
any materidl adverse change in the business or financial condition of the ssuer. The Agent will be paid a
commission of $0.90 per Share ($450 per $5,000 Minimum Subscription), being an aggregate of $81,000 if
the Minimiim Offering is sold and $243,000 if the Maximum Offering is sold. In addition, the Agent will
be paid a corporate finance fee and will be reimbursed for certain agent marketing services (including hall
rentals, small advertising costs and other out-of-pocket expenses including legal fees) in accordance withthe
Agency Ag{reemxe};},v All fees and commissions payable to the Agent, including, marketing service fees are

b Sy sy e B . H i
theyrgsﬁw;}éx&lﬁggf i

ig S]c% and will not affect the net proceeds of the 0ff§r1t§gtto be received by the Issuer.

3 1243 v
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The Sccurf’;;es g{}ejgff;c;'etipursuant to this Prospectus only in the Province of Saskatchewan. However, the

Agent is siltsfo authorized to offer the Shares, on the same terms on which they are offered to the public in
Saskatchewan as described herein, to "accredited investors" or other prospective investors who are residents
of other provinces and to whom and in circumstances in which the Shares may lawfully be offered and sold
on a private placement basis in reliance on provisions of the securities legislation of such other provinces

which exempt such offering and sale from the registration and prospectus requirements of the securities
1cgislatio? in such other provinces.

Pending compliance with the conditions of closing described below gt}'&e “Conditions of Closing"), all

subscription funds and sybscription documents received under this Offer; g}w"ill be deposited with the Agent

until the féier of the time at which all applicable Conditions of Closing’ ;,ié.{/e been met and the particular

subscfrf,iptﬁi%s acfgplte}:gl, or the Final Closing Date. If the Offering 392;5‘ not close, or if a particular
subscix'iptg'g:n is not aceepied, all subscription monies received by the Agent gn account of such subscription
shall be pi;%‘;;inptly“;,eihx‘ne‘d without interest or deduction withina reasoni@é“ﬁ@§ following the Final Closing
Datq,«zfxsgggyg g’@@%"*’g}aﬂ}* described below under "Closing and Condition of Closing".

iy,
1y

. CLOSING AND CONDITIONS OF CLOSING
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5
1 o No.of Shares  Proceeds
| Tranche#1 90,000 $ 900,000
| Tranche #2 90,000 $ 900,000
| Tranche #3 90,000 $ 900.000
Total 270,000  $2,700,000

The proceeds of each Tranche, when combined with mortgage financing (see "The Project - Sources and
Uses of Funds") are sufficient, and will be used by the Issuer, to purchase one Barn in the Project, such that
if the Shares in all three Tranches are subscribed for and issued the Issuer will acquire three separate Barns.

See "The Project".

Each Tranche has its own Conditions of Closing and, subject to satisfying the Conditions of Closing
applicable to a particular Tranche, subscriptions will be accepted and applied to the different Tranches in
order. That is; Tranche #1 must be fully subscribed for and all Conditions g}figlesing relative to Tranche #1
must be satisfied before any subscriptions are applied to Tranche #2; then Tranche #2 must be fully
subseribed fér,gar;qés;&l‘@gpditions of Closing relative to Tranche #2 satisfied before any subscriptions are
applied to Tsanche #3, etc. However, the Closing of any one Tranche is not subject to the Conditions of
Closing relat}i\'fé to'dy? stibsequent Tranche. "

The following are tho Conditions of Closing for each Tranche:

1. The Issuer shall have received acceplable subscriptions for 90,000 Shares (whether under this
Offering or under private placements in other Canadian jurisdictions as described above);

2. Anfciffer or: offers of credit, acceptable to the Issuer and Big Sky, shall have been received for
mortgage financing in the principal amount of $2,650,000 and otherwise on substantially the terms

described under "The Project - Sources and Uses of Funds",

3. 'fI‘hélIssue;x and Big Sky shall have executed and delivered all Mateh%,l*@ontracts relative to the Bam
af; Closing (see "The Project -

| ordebponditig to the particular Tranche that is the subject of th

Matérial Confracts'); i
IR U O o PO R : RWR Oy T
4, ; ;All}%nséﬁéiéﬁﬁ ‘fpéf?vals of third parlies shall have been recei’f%{py:the Issuer and Big Sky to
: Peﬁh{"\it’ ﬂgeql;sgggrand Big Sky to enter into and perform their respective obligations under the
‘Material Contracts applicable to the Barn relating to that Tranche including, as applicable, receipt
of gbnscntsf from the secured creditors of Big Sky and their agreement to discharge the Bam from
any mortgage, charge or other security interest held by such secured creditors;

5. Co;npletioﬁ of all 1egal matters relevant to Closing of the Tranche to the satisfaction of legal counsel
to the Issuer and the Agent; and oo

6. Excépt in the case of Tranche #1, all Conditions of Closing relative to all previous Tranches shall
hmf/;é_ been satisfied and subscriptions for all Shares comprising such previous Tranches shall have
peen received and accepted by the Issuer.

B T g . Tl
Subject to‘s‘%?sfgwgg of t}g,zapphcable Conditions of Closing, the Issuer anticipates that up to three Closings
(one for cagh Tranghg). "vill be held from lime to time not later than 120 days-after the Commission issues
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6

areceipt tgfthe (ﬁnal)Pros;»cctus, or such later date as the Commission niéf);iaiaprove through an amendment
to the Prospectus (the "Final Closing Date"). Certificates representing the Shares issued at each Closing will
be delivered promptly after the Closing at which the particular subscriptions are accepted.

The Issuer may, however, reject any subscription in its discretion and, where any particular Tranche is over-
subscribed; may accept a subscription in part and reject, or allot to a subsequent Tranche, the balance of the
subscription. The Issuer also reserves the right to close the subscription books and discontinue the Offering
at any time. Where as a result of: the failure to satisfy any Conditions of Closing; the rejection or allotment
in whole or in part of a subscription; or the discontinuance of the Offering, any investor’s subscription is not
accepted the subscription monies received by the Agent on account of such subscription shall be returned,
without interest or abatement, to the subscriber promptly following the Final Closing Date.

The Agent, as principal, and Big Sky may, but neither is required to, subscribe for Securities under this
Offering,. - o

FINANCIAL REPORTING AND CONTINUOUS DISCLOSURE

0
7

R Rt o v DEYED T
Followin “iéhe Cl(})‘gj}i{é of this Offering the Issuer will comply with the coutinuous disclosure and reporting
provisions'of Parts XIV, XV and XVII of the Securities Act, as modified by General Ruling/Order 51-902

_____

of the Commission and w1th applicable requirements of the SBCA. These provisions mean that, amongst

other tb1n§§1, chowew el
. f | axﬁdt‘ted sfﬁnual financial statements must be filed by the Issuer with the Commission and
' distributed to jts shareholders within 140 days following the end of each fiscal year; and
. six month interim, unaudited financial statements must be filed by the Issuer with the

Commission and distributed to its sharcholdets within 60 days following the end of the
second fiscal quarter of each fiscal year.

RISK FACTORS

Investment in the Sgcurities offered hereunder involves a significarén,g?gesgree of risk. A prospective
subscriber. should carefully consider all of the information contained in this Prospectus and, in

particular, the following before making an investment decision.

Speculative Investuient. AL

: A ‘;}Vi}‘}_,! SR ‘:/{u; . [PICEAE I

These Setfbities are speculative and investment may be appropriate only for investors who are prepared to

have their money invested for a long period of time and have the capacity to absorb a loss of some or all of
il i

their investment. ~

No Public Market

Although the Shares will, generally, be freely tradeable amongst the public, there is presently no market for
the Shares and there is no assurance that a market will develop. Therefore, investors may not be able to sell
their Shares. Subscribers who purchase the Shares through, or subsequently deposit their Shares in, a self-
directed RRSP should not depenid on selling the Shares or income from the Shares to fund their retirement.

e wtde
Tax Laws ) TR
oer e va o Gt
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Tax laws aid their mterp{retanon frequently change. There is no guarantee that the Shares will continue to
be a "qualified investment" for self-directed RRSPs. e
Bt A R R
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Operating Costs and Other Expenses

The Issuer is subject to inherent business risks. In particular, although the Material Contracts have been
structured to provide the Issuer witha relatively fixed or readily determinable stream of revenue, the Issuer’s
earnings will also depend on its expenses. Operating costs of the Issuer's business, including utilities, taxes,
employee wages and salaries, Barn repair and maintenance, administrative and regulatory expenses,
mortgage interest costs and other unanticipated expenses are subject to change based on local, national and
international factors wholly or partially beyond the control of the Issuer. The Issuer’s results of operation
and financial condition will be affected - positively or negatively - by this factor. Additionally, the Issuer's
results of operations and financial condition over the term of the Contract Finishing Agreement and the after-
tax return realized by the Issuer, and therefore the amount of monies available for distribution to
sharcholders; after a sale of the Bams back to Big Sky under the Option Agreement, may be adversely
affected by changes in tax laws or changes in the interpretation or application of existing tax laws.

Dividends

There is no guarantee that dividends will be paid at the times or in the amounts contemplated by the Issuer’s
dividend policy, or at all. See “The Issuer - Dividend Policy".

Debt Financing Covenants

Itis anticipafpgd that the loan and security agreements 10 be entered into by the Issuer with the lenders of debt
financing for the Project may contain covenants requiring the Issuer to mqir)it@ip certain financial ratios and
restrict the ability of tﬁé;lssuer to pay dividends or otherwise distribute m ""rxfé‘};o sharcholders unless those
financial rgiies are ;g%igtair;ed. See "The Project - Sources and Uses of #pt%%'

¥ - FEEET N AN
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Financial éffqndit’i"o’"ifgpd Contractual Obligations of Big Sky e
AN Ty oo av

The sud%:es%}ﬁd(f mc‘&r:;)ﬁcggq}d of a subscriber's investment in the Secu%iﬁ?gg 'is,'to a significant degree,
dependent on thé continuing ability and financial condition of Big Sky to perform ts obligations to the Issuer
under the Material Contracts. This, in tum, is subject to risks including the following:

Flyctuations in Agricultural Commodity Prices and Currency Values - Market prices for
agricultural commodifies, including market prices for hogs sold by Big Sky and for feed inputs are subject
to fluctuations caused by national and international considerations beyond the control of the Issuer or Big
Sky. Also, because Big Sky sells a portion of its production into the United States, because market prices
for hogs in'the United States have a strong influence on Canadian market prices, and because a portion of
Big Sky’s debt may be denominated in US currency, Big Sky is subject to currency exchange risks. Further,
because Big Sky’s debt bears interest at varying rates tied to prevailing m?p’gy;market benchmarks, Big Sky
A . 7. ) R . . R N " LGN . e
is subject to risks associated with changing interestrates. Fluctuations i pg ch(for agricultural commodities
sold and pu;'tl’?hased by Big Sky, fluctuations in the value of the Canadian%%}:r;t relative to the US dollar and
fluctuationsin interest rates will affect the operating results and financial condition of Big Sky. Big Sky
mitigatés these rj;kgﬂ;j‘oqgh hedging in the pork, feed grains and currency future markets, and through

interest raté $waps, but material risks may remain or in some cases be exacerbated by such hedging programs.

AiEran

PR

st cértMai- ﬁ_ $ figygently, approximately 20% of the hogs pro ced in Canada annually are sold
by ho‘gf"’p:’qég‘cérf’é““hilo?;ﬂiét United States; and over 40% of Canadian pork f)r‘oduction is sold in export
markets, Althoug &tﬁéi"é i§ presently free trade in hogs and pork between Canada and the United States, there
is alway a possibility that tariffs, or non-tariff barriers such as country of origin labelling, could be
established in the future. Protectionist trade measures by the United States could materially adversely affect
the ability of Canadian hog producers, including Big Sky, to sell hogs into the United States for, potentially,
an indefinite period of time. More generally, American wrade barriers to the export of live hogs, or a material

i
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decline in exﬁpﬁ markets 6n;_é, world-wide basis for Canadian pork, could be expected to have a significantly
negative impact on hog prices in the Canadian market, thereby materially adversely impacting Big Sky’s
results of operation and/or financial condition.

Domestic Markets - Hog production and slaughter capacity in Canada - especially western Canada -
have both increased significantly in recent years. Western Canadian hog production levels are nearing the
present slaughter capacity of existing western Canadian pork processing plants. Although all of the major
pork processing plants have the ability, and generally the desire, to significantly expand sl aughter capacity
by switching their operations from one shift to two shifts (at a relatively modest cost in comparison to the
cost of new plant construction) staffing issues, cold storage capacity, hog supply, the ability to profitably
market the potk processed and other factors all impact on how rapidly such expansion can be implemented.
Over-supply of hogs relative to the pork processing industry's capacity to slaughter those hogs could.be
expected to have a significantly negative impact on hog prices in the Canadian domestic market, thereby
materially adversely impacting Big Sky's results of operation and/or financial condition.

Public Concerns with Large Scale Hog Production - A relatively small percentage of the population
of Saskatchs vgg:ntayqﬁgtlsszwhgrg in Canada has indicated its opposition to large scale hog production due,
apparcntly,:j:&;‘fcc')ﬁf:f%r)gs;mﬂfodour or other perceived environmental problems, or to a philosophical
objection to chorpogatc:fa:nn‘ng In the opinion of Big Sky, the regulatory regime as it exists under current
legislation and Big Sky's project development and environmental management practises ensure that public
concerns can be expressed and adequate precautions taken apainst pollution from intensive hog operations,
within an overall framework of encouraging the sustainable development of the hog industry and the
economy of rural Saskatchewan. Nonetheless, there is a risk that those opposed to the development and
operation of large-scale hog production will continue to voice disapproval and exert pressure to delay the
expansionl of ‘the Province's hog industry generally, or to take action intended to delay or even prevent
construction of future Units by hog producers such as Big Sky. Such delays or the prohibition of planned

constructionafter development costs had already been incurred could adversely affect the results of operation
and/or financjal condition of Big Sky. e

Expr;(;\xsmukmilgs! - Management of Big Sky intends to continue tQ:?:ﬁP?“,d Big Sky's operations by
developing additional new production facilities and/or by pursuing opportunities that may arise to acquire
cxistinggprpggctim‘ {ag;gmqs from third parties. Factors including: weatlzggggnditions or the seasonality
of constrl q;}ao\;}f;(cgmpgggj(z% for and the availability of competent and experienged construction contractors
and tr’adéspegsqhs;g%‘?i@é itjobtaining approvals or changes in the existing regulatory regime as it relates to
the appr'bvafiigroc{s‘g( or infensive hog operations; the possibility that land acquired for Units may prove

HEGA T

unsuitable for develc '?pfn{;ntfdue to environmental or other considerations not apparent until after certain pre-
developmenrt expenses have been incurred; and other unexpected difficulties or matters beyond the control
of Big Sky may delay or increase the cost of Big Sky’s expansion or acquisition plans and/or the
development of new Units. Such delays or cost increases could have an adverse impact on Big Sky’s results

of operation and/or financial condition.

Em?ironmental Risks - Big Sky has expended resources, both finapicial and managetial, to comply
with environmental protection laws and regulations and permitting requiréi)@'\gnts and anticipates that it will
be required fo do so in the future. Big Sky believes its operations are in comipliance, in all material respects,
with all relé{fant legislation, permits, licences and regulations involving-the environment and that the
regulatory ¢! jime as it now, exists in Saskatchewan contains adequate pﬁiégutions against pollution by
intensive ho%lopcz‘aﬁorfs However, there can be no assurance that enviriﬁqﬁé(‘nfal regulations will not be
changed in’the futire., Such changes, if made, could provide more st ,‘-Efr ent standards requiring the
expenditure’of addjﬁﬁb’r’g‘ﬁl funds by Big Sky to comply with such standardsggg;féby adversely affecting Big

12107 SRy . oy .

Sky’s résults ¢ gtion 4nd/or financial condition. ¥
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Hog Disease Risk - Hog operations are subject to disease risk, and although bamn development and
operating protocols can significantly mitigate these risks, disease risk cannot be entirely eliminated.
Insurance against disease risk is generally not available on cost-effective terms. While most swine diseases
do not result in the complete loss of a herd in a specific bam, diseases can have a debilitating effect on the
productivity of the herd in that barn and, in the case of disease in breeding stock, may make it more difficult
to sell the offspring of that stock. Three-site production is designed, in part, to contain any disease outbreak
that may occur within the barn in which the disease first appears. However, the movement of hogs through
the three sites in the production process could spread the risk from site to site within a given operating Unit
and the movement of breeding stock between Units could transfer disease from one Unit to another Unit.
In serious cases the production in a given barn or entire Unit would have to be shut down and a complete
depopulation for two or three months and the resanitation of the facilities would be necessary to eliminate
all traces of ‘the disease, thereby resulting in lost production days and lost revepue. The Issuer and its
shareholders are insulated from the direct risks of hog disease in that the hogs in the Project remain, at all
times, the property of and at the risk of Big Sky. However, significant, widespread discase in Big Sky’s herd
could materially adversely affect Big Sky’s results of operation and/or financial condition.

More generally, significant, widespread disease amongst Canadian hogs gould result in export markets for
Canadiah hBgs and i dcssed pork being closed for an indefinite period of fiftie and could result in a material
declinen UBhstiner défhand for pork in domestic markets. Either of theseTéstits could be expected to have
a significariily neg; Ve fmpact on hog prices in Canada, thereby materially adversely affecting Big Sky's

e = s R i\r‘(\}vl p g - 3,0
results of opgrahqq_}g;i{d/or financial condition.
Y h :

Liqiqidit_v, é‘a;;;'tat Resources and Contractual Obligations - Adverse changes in Big Sky's results
of operations and/or financial condition may impair the ability of Big Sky to perform its covenants and
obligations ynder contractual commitments, including its obligations under the Material Contracts. In
particular, B"lg Sky's contractual obligations to its semior lenders and other secured creditors include
covenants r}‘ﬁquiring Big Sky to maintain certain financial ratios. Adverse changes in Big Sky's financial
condition could impair its ability to pay other creditors on a timely basis and could result in Big Sky being
in default of required financial ratios. Default by Big Sky under its agreetichts with any of these creditors
could materially adversely impact the ability of Big Sky to perform its obligations to the Issuer under the

Matena& C’Dil}%hacgsl’xm Bogi *;‘:‘:;;i{,:

&5

A BLOCe J60 ) - Hive o
In conm}gi g therish pf 1 ;’i{l)avestment in the Securities offered hereund;r}',f rospective investor should,
in man%gerg%gt' ‘ gpgngr,l, %fso consider the following.

b

Existing Fhcilities sitid Operations

The Barns é”iompn'sing' the Project have already obtained all material approvals under and are operating in
compliance with the existing regulatory requirements of The Agricultural Operations Act and other
environmental legislation (see "Industry Conditions - Regulatory Considerations"); havc been built; and are
presently ﬁﬁishing hogs at their design capacity of approximately 35,000 market hogs per Barn annually.
Bach Barn will be transferred to and begin generating revenues for the géger immediately following the

applicable @osing, without risk of delay or cost overnuns in the rcgulatory&é’g@%l or construction process.

Offering (%?ts and érgnmizational Expenses

All up-frorit{c':xpenseg associated with the organization of the Issuer aqdf‘thek costs of this Offering are the
responsibility of Big Sky and not of the Issuer. ~Accordingly, holders of Bhares will not experience any
dilutioniin {he bog N iénses.

' bt -8

nin, %e.%(ggexr Shares as a result of such costs and expés
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Inventory Ovvneféhip and Risk

All hogs, feed and other inventory in the Barns remain the property of Big Sky and all risk associated with
the procurement of such inventory and the sale of market hogs remains exclusively with Big Sky.
Accordingly, the Issuer and its shareholders are insulated from the significant direct risks associated with
fluctuating agricultural commodity prices and volatile hog markets.

Option Agreement

Pursuant to the Option Agreement, the Issuer is entitled to scll the Barns back to Big Sky when the Contract
Finishing Agreement expires - June 30, 2018. Additionally, the Issuer has the right, if directed or permitted
by a two-thirds resolution of its shareholders, o sell all or any of the Barns back to Big Sky at any time on
or after June 30, 2010 on one year's notice to Big Sky. See "The Project - Material Contracts - Option
Agreement”. These option rights provide to investors, as a group, & mechanism by which they can liquidate
their respective investments by causing the Issuer to, in effect, convert the Bamns into cash, which could then
be distributed to investors by the Issuer paying additional dividends or repurchasing Shares or, if all three

Barns were{seold, byt;xe =S}Ex_;ar‘e:holders causing the Issuer to be wound-up. =

s PURCHASER’S STATUTORY RIGHTS,
©ay feed and other nven? AN
Subjécffto“{:fé:ftain am?(ﬁmﬁanons set out below, a subscriber for Securities hereunder has certain statutory
rights under":the Securities Act. Those rights include:

«  subsection 79(3) - the right to withdraw {rom an agreement to purchase the Securities by
giving written notice to the sefler within two business days after receipt of this Prospectus
. orany amendment thereto;
. ﬂ subsection 137(1) - a right of action for rescission or for ga;mages where this Prospectus or
i IS IRPIRY

-ty T

any amendment thereto contains a misrepresentation;

tion 138.2(1) - a right of action for damages where'an individual makes a verbal

Y r “flnt, 0 a prospective purchaser of a Security that coni;'nijgﬁa misrepresentation relating
-, tothes ecurities being purchased; Lo
'+ subsection 141(1) - a right to void the purchase agreement,and recover the purchase price

e ;fifith’eaiSecurities are sold in contravention of the Securities Act, the regulations to the
curities Act or a decision of the Commission; and

« ° subsection 141(2) - a right of action for rescission or damages if the Prospectus 18 not
delivered 1o the subscriber as required by subsection 79(1) of the Securities Act.

A subscriber should refer (o the provisions of the Securities Act for particui’iafé of these rights or consult with
alawyer. .

Statutory rights of action must be exercised within certain time periods. "Those time periods are:

» . anaction for rescission must be started within 180 days of the date of the transaction that
gaye ;{ggp tgzthe action; i Sl
¢+ o an "?ac'"‘tibn for damages must be started by the earlier of: -

sibaection d- pland T
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- one year after the purchaser first had knowledge’ of the facts giving rise to the
" action; or

. six years after the date of the transaction that gave rise to the action.

THE PROJECT
PROJECT DESCRIPTION

The Project consists of a minimum of one and a maximum of three hog finishing barns, and associated lands
and facilities (individually a "Barn" and collectively the "Project") to be purchased by the Issuer from Big
Sky and operated pursuant to a series of contracts that are to be entered into between the Issuer and Big Sky

A §

as Conditions of Closing of the Offering. TaE

ERgN
The Barns comprising the Project are part of Big Sky's 5,000 sow Units located near Ogema ("Big Sky IV"
or the "Ogema Unit") and; Rama ("Big Sky V" or the "Rama Unit").r¢spectively. Each Bam has
approximately 90,000 square feet of finishing space with a designed capacity to feed approximately 12,000
hogs at a time and finish approximately 35,000 feeder hogs to market weight anmually. All of the Barns are
wood-framed structures with metal cladding, partitioned into 10 rooms with 24 pens in each room housing
an average of 50 hogs per pen. Each pen has slatted concrete floors to facilitate waste disposal and the Barns
feature an overhead cable system for drawing feed into wet/dry feeders in the pens. Bamn temperatures are
controlled through forced air, natural gas heating, with outer wall and chimney ventilation actuated through
electronic controls. Each Barn has three-phase power. Manure is stored and managed in a manner that
complies with or exceeds the standards prescribed by applicable legislation including The Agricultural
Operations Act. This includes drainage and pumping systems within the Bams that pump liquid manure into
a clay-lined earthen manure storage lagoon on ¢ach site engineered to hold. 400 days of manure. Manure
stored in these lagoons is injected as fertilizer into farmland surrounding the Barns, usually within an
two mile radius of the respective Bamn sites. Each Bamnalso iﬁé‘fgﬁ;lm office space, staffrooms

e S

‘ . approximatel,}{i i : i
i and washrooft/showering facilities. The title to cach B includes title to the approximately 160 acre site
§ on which the Bamn is lo;(:'gtedf ot

: v, K G Cogted 1oy .
All of the Bié‘g‘ns, wti,lqhqwcrc built in 2000 and 2001, have been appnovgﬁ der and are operating in
compliance \;xg}th applicable Jegislation including The Agricultural Operations Aci.
S L S S iy A o it LY A K

e e FIDESH aE TRy . . Co
Table 1.0 simgnatizes, for each Bam: its legal description; datc of approval under The Agricultural
o1 r{ﬂ~ Ve 3 . PP c e -
Operations A¢t; fill date (i.e. When hogs were first delivered to the Barn); commissioning date (i.e. when

hogs were beitig marketed on a regular basis from the Unit); and the purchase price of the Barn to the Issuer

)

pursuant to the Asset Purchase Agreement.

Barns #1 and #2 are part of the Ogema Unit. The Ogema Unit also includes: a 5,000 sow breeding barn at
SW 5-8-23-W2; four separate nursery barns all located at NE 3-8-23-W2; two smaller 9,600 and 7,200 space
finishing barns at, respectively, NE 25-8-22-W?2 and NE 9-9-22-W2; and a centralized feedmill on a portion
of NE 9-8-22-W2. Construction of the Ogema Unit began in May 2000 and the Unit was commissioned in
August2001 b

Bam # s paf of the Rama it Like the Ogema Uni, the Rama Unit incliides a 5,000 sow breeding bam
at SW 8-32-7-W2; four”scparate nursery barns all located at NW 1-32-8-W2; three additional, 9,600 space

3
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Table 1.0 - Barn Information
Barn #1 Barn #2 Barn #3

Legal Surface Parcel #108475454 | Surface Parcels #16,8':475230 Surface Parcel
Description SE 18-8-22-W2 and #108461000 #143031631

NW 11-8-22-W2 SE 12-33-7-W2
Approval Date Aug. 19, 1998 Aug. 19, 1998 January 18, 2000
FillDaté | March, 2001 April, 2001 August, 2001
Commiséiom'ng August, 2001 August, 2001 January, 2002
Date
Purchase Price $3,550,000 $3,550,000 $3,550,000
Cumulative Price $3,550,000 $7,100,000 $10,650,000

finishing B;lms at SW 26-34-8-W2, SE 23-34-8-W2 and SW 10-34-8-W2~,=—~and a centralized feedmill on
portions of Legal Subdivisions 13 and 14 of 7-33-7-W2. Construction of the Rama Unit began in October
2000 and the Unit wasg‘cqr_z}missioned in January 2002,

T S o JC@ ; K

The Issueri¥not a‘ckquiring ariy interest in these other barns or facilities m{é{zt‘her the Ogema Unit or the Rama
Unit. e

Each o% th"é ﬁama and Ogema“Units is currently producing market hogs agjt?xe rate of approximately 120,000
hogs annugally, approximately 35,000 of which are finished in each of Barns #1, #2 and #3. Each Unit is
consuming approximately 45,000 tonnes of feed annually, including approximately 30,000 tonnes of feed
grain, which feed grain is purchased by Big Sky predominantly from farmers in the areas in which the Units

are located.

MATERIAL CONTRACTS

The Projeé‘f will be implemented through the following contracts (the "Material Contracts") that will be
entered into between the Issuer and Big Sky prior to Closing of the Offering and as 2 Condition of Closing

the Offering: o e
1. ‘Asigiét Purchase Agreement between Big SKy and the Issuer (the !Asset Purchase Agreement”);
. e
2. ~ Coritract Finishing Agreement between Big Sky and the lfs'sfue}r ‘(the "Contract Finishing

Ag;gement");;

b

e Rea sl O e ! : e
;}Opatf?n Aﬁéﬁéﬁrf’éﬁgtween Big Sky and the Issuer (the "Option Agreement"); and
4. Indémnity between Big Sky and the Issuer (the *Indenmity").

Each of these Material Contracts is summarized below. These summaries are not intended to be complete,
and are qualified by the express terms and conditions of the respective Material Contracts. Except for
the Asset Purchase Agreement referred to above and the Agency Agreement between the Agent, the Issuer
and Big Sky described under "The Offering - Plan of Distribution", as at the date of this Prospectus the Issuer
is not party to or bound by any material contract. Further, except for thy \}Qontract Finishing Agreement,
Option Ag}'eement and Indemmity referred to above and the mortgagé *and related loan and security

B RV L
L ot ¢ s
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documents that are desctibed below under "Sources and Uses of Funds", the Issuer will not be party to or
bound by any other material contracts as of the Closing of the Offering. Copies of the Asset Purchase
Agreement (including, as schedules thereto, copies of the Contract Finishing Agreement, Option Agreement
and Indemnity in substantially the form such agreements are expected to be entered into between the Issuer
and Big Sky) aod the Agency Agreement may be inspected during normal business hours at the head office
of the Issuer, 400 - 410 - 22™ Street East, Saskatoon, SK S7K 5T6, or at the offices of the Agent in
Saskatoon, SK, at at any time during the period of distribution of the Securities offered hereby and for a
period of 30 days thereafter. Additionally, copies of these Material Contracts will be available to the public

under the name Big Sky Finishers (No. 1) Inc. at www.sedat.com.
The principai characteristics of these Material Contracts include the following:

« the Issuer purchases one or more Bams from Big Sky, financing such purchases with the
proceeds of this Offering and with mortgage financing arranged by Big Sky. See "Sources
and Uses of Funds", Big Sky, however, retains ownership of all inventory in the Barns
including the hogs and feed, and takes all risks associated w1th the marketing of the hogs

and the purchase of feed; & Toger

i

- X»‘r)

WS k‘é ’fl’zcn ¢ontracts to have the Issuer, for a term ending . J unei30 ‘2018, finish hogs in the

o {m“ is 6 betidl of Big Sky, in retumn for which Big Sky pays an annual contract finishing

‘ } W fee i’é 'fhe Issuu’ As such, the contract finishing fee represents a relatively fixed, or readily
determmable, revenue stream to the Issuer;

. at the end of the term of the Contract Finishing Agreement (or in certain circumstances
. earlier) the Issuer has the option to sell the Barns back to Big Sky (a "Put Option") and Big
~ Sky has the option to purchase the Barns back from the Issuer (a "Call Option™).

3 s [
Assct Purchase Agreement

Pursuant to the Asset Purchase Agrcement, the Issuer agrees to purchase from B1 g Sky and Big Sky agrees
to sell to the Issuer thc Barns at a purchase price of $3,550,000 per Bam, Sor a total purchase price of
$10,650,000 if all ‘three Ba}ns are purchased The purchase price of the’ %ams has been established by
negotiation betweenJBig Sky and the Issuer, in consultation with the Agent and apprommates Big Sky's
actual cost of constructing the respective Barns, including its costs of acquiring and servicing the lands on
which the Bams lggaﬁda *Although a single Asset Purchase Agreement wgll ‘bgentered into for all three
Bams, the Agreenge;‘agtggats gﬁé purchase and sale of each Barn as a separate and distinct transaction.

Closing of the’purchaseand sale of Barn #1, Barn #2 and Barn #3 respectively, will occur concurrently with,
and subject to, the Closmg of Tranche #1, Tranche #2 and Tranche #3, respectively, of the Offering. Also,
upon the closing of the purchase of Barn #1 the Issuer will offer employment to and, subject to the Contract
Finishing Agreement, become responsible for the wages of up to six employccs who are then employed in

the Barns.

Title to the Barns will be transferred into the name of the Issuer free and clear of all encumbrances and,
following such transfer, the titles will be subject only to the mortgages described under "The Offering -
Sources and Uses of Funds” and the interests of Big Sky, or persons clalmx%gjhrough Big Sky, pursuant to
the other Mate;nal Conh‘acts ;

At the tlme of g:losmg thg: pm’chase and sale of the respective Barns, the Barn: TIH be operational, housing
hogs, feed and, other mventozy all of which will remain the property of Big { {gy and not be transferred to the

Issuer.
§ V 3?& L
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Additionally pursuant to the Asset Purchase Agreement, Big Sky will be responsible for the following:

« ' allcosts associated with the incorporation and organization of the Issuer, the preparation and

" execution of the Material Contracts and any associated Barn purchase closing costs such as
land title transfer fees;

. all costs of this Offering, including but not limited to, legal and accounting costs relative to

the preparation of this Prospectus, printing costs, regulatory filing fees and the fees,
commissions and other expenses of the Agent (see "The Offering - Plan of Distribution");

and

. all brokerage, placement, commitment and/or standby fees or like fees charged by the
mortgagee or any mortgage broker with respect to the mortgage financing for the Project
(see "The Project - Sources and Uses of Funds") as well as all legal fees and disbursements
relative to the preparation and registration of such mortgage(s) and any related collateral

security.

TEAT

LAY

{i!; :' .
Contract Finishing Agreement

Pursuant to the Confract Finishing Agreement, the Issuer will finish hogs oaﬁ)g:pajf of Big Sky in each of the
i Barns purchased by f‘t{j Issuer in retumn for an annual fee (the "Finishing Fée"). This Finishing Fee will
initially be set afffSGfZE",DOb“fﬁer Barn (payable in equal monthly instalments of $51,667), aggregating
$1,860,000 ﬂnnUgl}% {g§t1‘55f900 per month) if the Issuer purchases all three Bams.

| The Agreement provides for adjustment to the Finishing Fee effective July 1, 2006 and every third year
therealter to account for changes in market prices of certain operating inputs that the Issuer is responsible
for pursuant to the Agreement; as well as for possible adjustments where catastrophic, force majeure events
or the implementation by Big Sky of technological improvements materially change the Issuer's costs of

operating the Project.

The Contract Finishing Agrcement has a term ending June 30, 2018, or eg}l;gr with respect to any specific
Barn if the Issuer exercises its Put Option to sell the Barn(s) back to Big Ski prior to that time, and subject
to earlier termination by either the Issuer or Big Sky in the event of certain material defaults that are not
cured udﬁhi@{g rcagopablq n?;ice period, as more particularly described in the Contract Finishing Agreement.

W d

The ma?griaﬁlzpbliggﬁon;s and responsibilities of Big Sky under the Contrajct" inishing Agreement include:

! o ha G T S e . o OEALY . .
! i »13(;1 E}V,eirgs:gopﬁ bility for delivering feeder hogs to the Bams,,_.ggg; taking delivery of finished
. - hogs'at the Barm; o
AU an 31 [REN
« - supplyingall feed, micro-nutrients, medication and veterinary supplies and services required

for the care, feeding and finishing of the hogs by the Issuer; and
«  paying the Finishing Fee to the Issuer.

The material obligations and responsibilities of the Issuer under the Contract Finishing Agreement include:

. ‘ taking delivery of feeder hogs, feed and other inventory suﬁp\hes delivered by Big Sky to the
" Bams and assembling finished hogs for delivery at the Bamsté)B ig Sky upon their reaching
. market weight (or earlier if requested by Big Sky); S

a
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. feeding, caring for and finishing to market weight (or earlier if requested by Big Sky) the
hogs delivered to the Barn by Big Sky in accordance with the directions, guidelines and
protocols as to diet, feed rations, medication, animal health and welfare practises and
biosecurity provided by Big Sky and in accordance with good animal husbandry practises

and applicable laws;

storing, managing and, at the expense of Big Sky, disposing of manure produced by the
operation of the Barns in accordance with the requirements of The Agricultural Operations
Act and the waste storage and waste management plans relative to the Bams approved
pursuant to that legislation, and in accordance with other applicable environmental
legislation;

RSy

<" 'maintaining production records in accordance with such systems and programs as Big Sky
may from time to time direct;

’ supplying competent staff for the operation of the Barns and the performance of its
obligations under the Agreement;

. not uging the Bamns for any putpose other than the feeding, caring for and finishing of hogs
supplied by Big Sky, except with the consent of Bi gi‘S}gy, and maintaining the Bams,
including routine cleaning, repairs and maintenance toa standard suitable for the continued
performance of its obligations under the Agreement, reasonable wear and tear excepted; and

. payiig all costs associated with the ownership and operation of the Barns (other than those
tHat are expressly for the account of Big Sky as proiﬁéi@d in the Contract Finishing
A}f’g;;gg:mgnt) including: light, water, gas and othet utiliti%@;s‘fg}:é%aﬁy taxes; employee wages,

33@:;}:5 and benefits; cleaning, repair and maintenance expenses; insurance; and the cost of
any ‘i:z‘if:”ftéjl‘ improvements that the Issuer may decide to make to the Barns, provided that no
“such capital improvements will be made without the prior consent of Big Sky, which consent

shiall not be unreasonably withheld.

In establishing the annual Finishing Fee payable under the Contract Finishing Agreement, the Issuer and Big
Sky have assumed that the Issuer will require a total of six full-time barn technicians (two technicians per
Barn) to properly operate the Barns and the Issuer has agreed to maintaina compensation system for its Barn
staff reasonably commensurate with the wages and benefits that Big Sky pays to its own staff performing
substantially similar work in other hog finishing barns owned by Big Sky. Such wages and benefits are,
currently, approximately $24,000 per employee annually. The Contract Finishing Agreement includes
provisions for adjustment to the annual Finishing Fee in the event that 1rr“1oreé than two employees per Batn
are required and/or in the event that the Issuer's wage costs otherwise incredse as a result of Big Sky requiring
the Issuer to increase its wage levels in order to maintain parity with the wage levels that Big Sky from time

Al

to time pays to ltéiloﬁgrff employees. .

The Contract Fxmshfgg Agreement also contains positive and negative cij‘éhants on the part of the [ssuer
which, among ot?kex:Jz tings, require the Issuer to obtain the consent of Big Sky in order to borrow money or
grant security, a@éég;i;ts'itjiﬁdcnd policy, issue securities, encumber or sell its assets, engage in mergers or
acquisitions or c}yjmge its business.

Further, the Contract Finishing Agreement contains a provision where, for each Bamn purchased under the
Asset Purchase Agreement, the Issuer may in certain circumstances require Big Sky to subscribe for and
purchase up to 10,000 second preferred shares of the Issuer (i.e. 30,000 second preferred shares in total if
all three Barns are purchased) at a purchase price of $10 per share. ’

ool
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Option Agreement

Pursuant to the Option Agreement, the Issuer will have a Put Option to sell the Barns back to Big Sky and
Big Sky will have a Call Option to require the Issuer to sell the Bamns to Big Sky in the following

circumstances:

. either party may exercise its option effective as of the expiry of the term of the Contract
Finishing Agreement - June 30, 2018; '

. ' ; the Issuer may exetcise its Put Option to sell all or any of the Barns to Big Sky on one year's
notice at any time after June 30, 2010; and S

. if as a result of a default by either party under the Contract Finishing Agreement, the other

‘ party becomes entitled to and elects to terminate the Contract Finishing Agreement, either

‘party may, at its option, in the case of the Issuer sell to Big Sky and in the case of Big Sky
purchase from the Issuer, the Barns.

Subject ta f:ertaiﬁhédjustmcnts as described in the Option Agreement, the purchase price of the Barns will
be equal to their book value as of the effective time of such purchase and sale, calculated in accordance with
generally accepted accounting principles consistently applied. Tn that regard, the Bamns and related capital
facilities will be depreciated on a straight-line basis in accordance with generally accepted accounting
principles such that as of June 30, 2018 it is anticipated that each Bamn will have a book value (including the
land component) of $900,000, plus the depreciated value of any capital additions to the Barns and less the
book value of any capita] items that may be disposed of over the period prior to the sale and purchase of the

Bams.

y fihel
Indemnity l =

NoONCe L w

Pursuant to the Indemnity, Big Sky agrees to indemnify the Issuer, its @E?ﬁ?rs’: officers and certain other
related persons, frop claims or losses resulting from environmental actiy{;%,gé@taining 1o the Project, other
than claims or lcffg‘ggél;e}‘tt;;ibggable to the gross negligence or wilful miscondu

T
T

uct of the indemnified person.

agreha o

SOURCES AND USES OF FUNDS

v
L

Table 2.0 summarizes the sources and uses of funds for the Project.
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Table 2.0 Sources and Uses of Funds

Barn/ Barn/ Barn/ Total

Tranche #1 Tranche #2 Tranche #3
Sources of Funds:
Proceeds of Offering®” $ 900,000 § 900,000 $ 900,000 $ 2,700,000
Mortgage Financing® $2,650.000 $2.650.000 $2.650.000 $ 7,950,000
Total $3,550,000 $3,550,000 $3,550,000 $10,650,000
ﬂses of Funds;
Purchase of Barns $3,550,000 $3,550,000 $3,550,000 $10,650,000

(The Sources and Uses of Funds contains no provision for the Agent's fees or commissions, Offering
costs-orother organizational costs as pursuant to the Asset Purchase Agreement all such costs are the
responsiBility of BigiSkj " Also, no provision has been made for working capital or contingencies as
the Barns are being sold to the Issuer by Big Sky on a guaranteed, fixed price basis and the Issuer will
begin receiving monthly payments of finishing fees immediately following closing of the Offering.

@Ppyrsuant to the Asset Purchase Agreement, Big Sky has agreed to obtain debt financing for the Issuer
in the amount of $2,650,000 for each of the three Bamns for a total of $7,950,000. It is expected that
such debt financing will be secured by a fixed and specific mortgage or mortgages on each of the
Barns acquired by the Issuer and by a general security interest in all present and after-acquired
personal property of the Issuer. This debt financing is expected 1o have“an initial term of five years,
with principal and interest amortized over a period of approximately 15:years. It is also anticipated
that the loan and security agreements in respect of this debt financing may contain covenants requiring
the Issuerfo maintain certain financial ratios and restrict the ability of the Issuer to pay dividends or

otherwise distribute money to shareholders unless those financial ratios are maintained.

R Jats Sl U

THE ISSUER
INCORPORATION

Big Sky Finishers (No. 1) Inc. was incorporated pursuant to the SBCA ori August 27, 2002 under the name
101036324 Saskatchewan Ltd., and amended its Articlcs November 22 and November 25, 2002 to, amongst
other things, change its name to Big Sky Finishers (No. 1) Inc. Its registered office is 200 - 374 - 3" Avenue
South, Saskatoon, Saskatchewan, S7K 1MS and its head office and mailing address is 400 - 410 - 22™ Street

East, Saskatoon, Saskatchewan, S7TK 5T6. N

R
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PR BUSINESS OF THE ISSUER (-
el ibuie o w :
The Issuef'fs a newly incorporated company organized by Big Sky for the puipose of acquiring the Project
from Big Sky and then opcrating the Projoct pursuant to the Material Contracts, Sce "The Project”. The
Issuer presently has no material assets and has not carricd on any business prior to the date hereof other than

matters dxrccllyielat;d to this Offering and the proposed acquisition and operation of the Project.
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DIRECTORS AND OFFICERS

The Issuer's Axﬁclcé of Incorporation require the Issuer to have a minimum of three and a maximum of five
directors. Table 3.0 sets out the name, municipality of residence, position held with the Issuer and principal
occupation for the past five years of each of the Issuer’s directors and officers.

Table 3.0 - Directors and Officers of Issuer

Name and Municipality  Position with Issuer Principal Occupation

John Beckton Director, President and Chief President, Beckton Financial

Saskatoon, SK Executive Officer Consulting Corp.

Brad Wildeman Director President, Pound-Maker Agventures

Lanigan, SK Lid.

Florian Possberg Director President and CEO, Big Sky Farms

Humboldt, SK Ine. ‘

Loriamme ] Saris, __+v. . Chief Financial Officer Controller, Big Sky Farms Inc. since

Hmnﬁb]dggx‘“? B Qe October 2000. Controller, Schulte

abr R Industries Ltd., January 1999 to
AT October 2000. Officc of the

Provincial Auditor of Saskatchewan
from 1991 to 1998.

Each of the above directors is also 2 member of the Issuer’s Audit Committee.

John Beclétim, President and Chief Executive Officer, is the President,of Beckton Financial Consulting
Corporation, a Saskatoon-based compaty that has been in business for approximately 21 years providing
accounting and financial consulting for farmers and agri-businesses throughout Saskatchewan and Alberta.
Mr. Beckton is a graduate of the School of Agriculture and the College of Agriculture, University of
Saskatchewan and is a member of the Saskatchewan Institute of Professional Agrologists. Mr. Beckton also
owns and Gperates a 1,500 acre grain farm and 2 100 cow beef herd. Mt Beckton has been a member of
several différent boards of directors, including Big Sky Farms Inc. until July 2000, Quadra Management
Services Lyd. and Inpro West Investrnent Corporation. Before establishing Beckton Financial Consulting
Comog‘gtgcgﬁiin 1981; Mr. Beckton was employed by a Canadian chartered batik as a manager of agricultural

-y

services. 7

Brad Wildeman, Director, is the President of Pound-Maker Agventures Ltd., a widely held, community
based company that operates a 30,000 head capacity cattle feedlot integrated witha 13 million litre per year
ethanol production facility near Lanigan, Saskatchewan. Pound-Maker Agventures is the largest cattle
operation in Saskatchewan and operates the only ethanol production facility in the Province. In addition to
his role as President of Pound-Maker Agventures, Mr. Wildeman has served on a number of boards and
committees active in Saskatchewan's agricultural and value-added agricultural industries, including serving
as a director and Vice-Chair of the board of directors of National Pig Ddy‘;ellqpmcnt Corporation from 1986
to 1993 an’d Chair of the Agri-value Committee of the Action Committéﬁftig the Rural Economy in 2000-
2001, Mr, Wildeman is currently serving as Chair of the Veterinary In: fgﬁ)éus Disease Organization, the
Canadianﬁétﬂev Identification Agency, the Saskatchewan Cattle Feeders Association and the Foreign Trade
Committeg of the Canadian Cattlemen's Association. B

Gl tuly o
Florian Ppssherg, Diregtor, has been the President and CEO of Big Sky siice its founding in 1995. Mr.
Possb@g{%g(gs, ra;ggdsgp q@nnly farm in the Humboldt district of Saskatchewan. He graduated from the

PR N
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University of Saskatchewan with a Bachelor of Seience in Agriculture in 1975. TFollowing graduation he
returned fo the Humboldt district to establish a grain and hog farm. Starting with 20 acres of land and 60
sows, Mr. Possberg, in partnership with family members, built his family farm over the next 20 years into
a multi-million dollar business which, incorporated under the name Possberg Pork Farms Ltd., by 1995
farmed 6,000"acres of grain land and had two 600 sow farrow-to-finish hog operations. Mr. Possberg is a
leader in the Saskatchewan farming community, particularly in the hog farming sector. He is a director of
Saskatchewan Agriculture & Food's Pork Central Committee, a director of Saskatchewan Agrivision
Corporation Inc. and a member of the Saskatchewan Action Committee on the Rural Economy and of the
Good Spirit:Lake Manitoring Committee, as well as being a former principal shareholder and managing
director of Genex Swine Group Inc., a former director of SPI Marketing Group and the Chairman of the
Saskatchewan Swine Industry Expansion Committee. Mr. Possberg's industry-related achievements include
receiving the 1984 "Outstanding Young Farmer Award for the Prairie Region”, the 1996 "Most Pigs Sold
per Sow Award" for Genex, and SPI's "Top Indexing Award" in twelve separate years between 1984 and
1997 (following which SPI discontinued the award).

Lorianne Earis, Chief Financial Officer, has been employed by Big Sky since October 2000 and is
currently the Controlier of Big Sky. Ms. Earis is a 1991 graduate of the College of Commerce (Accounting),
University of Saskatchewan, and obtained her Chartered Accountant designation in 1994. From 1991 to
1998 she w@:emplqudby the Provincial Auditor of Saskatchewan and frdA;;J 9nuaw 1999 to October 2000
was the Conf’gc;rfpller of Schulte Industries 1.td., a farm equipment manufactggg; én Englefeld, Saskatchewan.
g e

; f)!ﬂa s 01 g:a: {;;-,» EXECUTIVE COMPENSATION

» LR TARRTE
BN R AR i

~oan ceular o ) or of - . .
The Issgg:rﬁ% agr¢§c1<t§ pay. to the directors named above, other than Mr.ftfgﬁfsbgrg, honorariums totalling
$3,000, togefhier véuﬁ‘aigo per.day for attending directors meetings during the period up to the completion

of this Offerifig and tq}fgc‘lm_ﬁ,r“swe these directors for reasonable expenses incurted in performing their duties
for the Issugr. Big | ky has agreed to reimburse the Issuer for these directors' fees and expenses until
completion ‘:gf the pffermé as part of the start-up and organizational expenses for which Big Sky is
responsible pursuant to thé Asset Purchase Agreement. See "The Project - Material Contracts - Asset
Purchase Agreement". Additionally, the Issuer and Big Sky have agreed to indemnify these directors and
officers, to the maximum extent permissible pursuant to the SBCA, for any losses or damages they might be
personally liable for by reason of being directors and/or officers of the Issuer, except where such liability

relates to thejr failure to act honestly and in good faith with a view to the best interests of the Issuer.

Except as described above, none of these directors and officers of the Isgjter receive any salary or other
compensation for acting as directors and officers of the Issuer. It is expected that, following the first annual
meeting of éﬁe shareholders of the Issuer after the Final Closing Date of thfébffering, the board of directors
will review this compensation policy and determine what, if any, compensation the Issuer will thereafter pay
its directors and officers. AT

Eh TSR or o
The Issﬁcrféf‘ﬁireqtdisi,%d @pas are responsible for directing the managé;‘ﬁeﬁf ‘;Jf the business and affairs
of the [bstigf AS"Siich, shiése directors and officers will oversee thé day-fo-day administration and
managemetit 6f the 15siier and will be responsible for ensuring that the Issuer discharges its obligations under
the Mateﬁéf?on&%pﬁﬁnd§more generally, conducts its business and affairs in accordance with applicable
laws. In the‘éircumé'fahces,’ these administrative and managerial functions are expected to include, amongst
other things: supervision of Barn emplayees; payroll administration; arranging for the provision of and
payment for utilities, insurance and routine Barn repair and maintenance in accordance with the Issuer's
obligations under the Contract Finishing Agreement; preparing and maintaining proper books and records;
arranging for the preparation and, where applicable, the filing and/or distribution of annual and interim
financial statements and other continuous disclosure material, as well as tax returns and other applicable
government filings; arranging for the holding of annual shareholder meetings and the preparation of related

shareholdet meeting materials; and determining the compensation, if any,to be paid to the directors and

Wi - i
e " wint
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officers of the Corporation. Although the Issuer's officers and directors will oversee all of these
administrative and managerial matters, none of the above-named directors or officers will be performing
their functions for the Issuer on a full-time basis. Instead, it is expected that day-to-day administrative and
managerial services will be performed by consultants retained by the board of directors for that purpose.
Certain of these services may be performed by Big Sky subject to and on terms approved by the Issuer's
board of directors and provided that any compensation payable to Big Sky for the provision of such services
will be commensurate with the costs at which such services could be provided by an independent third party.
The Issuer estimates that the current cost for these ongoing administrative and management services will be
approximately $90,000 annually, assuming that all three Bams in the Project are acquired by the Issuer. In
that regard, pursuant to the Contract Finishing Agreement, Big Sky has agreed that if only Tranche #1 and/ox
Tranche #2 of this Offering close, such that only one or two of the Barns are acquired by the Issuer, Big Sky
will either provide itself, or reimburse the Issuer for these administrative éxpenses if and to the extent they
exceed $30,000 annually if only Barn #1 is acquired or $60,000 annually if both Barns #1 and #2 (but not

Barn #3) are acquired. -
INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS

Florian Possberg is a director and officer of Big Sky, the promoter of the Issuer. Big Sky has a material
interest in the Issuer and the Project pursuant to the Material Contracts. See "The Project - Material
Contracts". Except for this interest of Big Sky, no director, officer, prototer, shareholder or any associate
or affiliates of such persons has had or now has a material interest, direct or indirect, in any material
transaction,or proposed transaction of the Issuer. Neither Big Sky nor any df;hg Issuer's directors or officers,

nor any assgiciates or affiliates of such persons are now or at any time ha,ig';tt%_écn indebted to the Issuer.

and o -
[AC I

¥

sooeh GG e ool
The suécesa%f the issiier ax(ld the Project is dependent, to a significant dég‘ifég %n the continued compliance
by bptl;lthg?f_ssue,rﬂgpgiBig Sky with their respective obligations under tl’iéf Material Contracts (see "The
Offenng _%‘5‘%{ Fi ”on&o ’}:), a%ndqn their ability to negotiate mutually satisfactory adjustments to the Finishing
Fees payable 'ﬁria?e;f;ﬂ ¢’Contract Finishing Agreement (see “The Project - Material Contracts - Contract
Finishing Agt cerr‘,z'efit*'). Actual or perceived conflicts of interest may exist or arise between the Issuer and
Big Sky in enforcing and/or negotiating amendments to these Material Contracts. In organizing the Issuer
and structuring the Material Contracts steps have been taken which, in combination with general principles
of applicable law, are designed to eliminate or mitigate such conflicts of interest. Mitigating factors include
the fact that a majority of the members of the Issuer’s initial board of directors are independent of Big Sky
and future directors of the Issuer will be elected by the Issuer's shareholders. Moreover, regardless of the
relationship that an individual director or officer of the Issuer may have with Big Sky, in exercising their
powers and discharging their duties as directors or officers of the Issuer, such individuals have a fiduciary
duty to act honestly, in good faith and with a view to the best interests of the Issuer. More specifically, when
considering and/or approving actions by the Issuer on matters relating to the enforcement and/or amendment
of material: contracts with Big Sky, directors of the Issuer who are also directors or officers of Big Sky or
who are othérwise materially interested in such contracts are required to disclose such interest to the board
and refrain from vgting on resolutions by the board mn respect of such mat};;ts.; Additionally, corporate and
securities 1¢gislation generally requires that material transactions betweer thefssuer and its directors and/or
officers, be;disclosed to and, in certain cases, approved by the Issuer's shareholders. The potential for
conflicfs dgiﬁf)x’i’e;mgtﬁe;tgﬁe?iifﬁig Sky and the Issuer is also mitigated by provisions of the Contract Finishing
Agreerﬁeﬁtﬁ:gyghicﬁfggéfquir{fof permit disputes between the parties to be resolved through independent
arbitration proceedings.

CONFLICTS OF INTEREST

o PTG e
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CAPITALIZATION
Table 4.0 sets forth the capitalization of the Issuer at November 26, 2002 and as adjusted to give effect to
this Offering.’ S
i Table 4.0 - bapitﬂ&hﬁon of Issuer
Asat After the Offering
November
26/02
;,3 Tranche #1 Tranche #1 & #2 | Tranche #1, #2 & #3
Long Term Debt | - 2,650,000 5,300,000 7,950,000
Common Shares $1 $1(1Share) | $1 (1 Share) $1 (1 Share)
‘ : (1 authorized) (1 Share)
First Preferred - $900,000 $1,800,000 | $2,700,000
Shares (uplimited) . | (90,000 Shares) | (180,000 Shres) | (270,000 Shares)
Second Beferred | - - . I
Shares (unlimited)......|...-
it |
Total Capitalizatioii | $1 $3,550,001 $7,100,001 §10,650,001

DESCRIPTION OF SHARE CAPITAL

The authorized capital of the Issuer consists of a single coramon share (the "Common Share"), an unlimited
number of shares designated first preferred shares (the "Shares" or "First Preferred Shares™) and an unlimited
number of shares designated second preferred shares (the "Second Preferred Shares").
N ¥ S

The holder of the Common Shate is entitled, with the holders of the First Préfeired Shares, to receive notice
of, attenid akid vote (one vote per share) at all meetings of shareholders of the Issuer. Additionally, the holder
of the Com#ion Share is entitled, subject to the preferential rights of the holdets of First Preferred Shares and
Second Preferred Shares (if any), to participate with the holders of First Preferred Shares in any additional
diVide’h‘asi&:&Iafédiby the Tssuer, if, as and when declared by the board of directors; and, subject to the
prefereititfights¥¥fthe holders of First Preferred Shares and Second Preferred Shares (if any), to participate
with the halders ofiFirst Preferred Shares in any additional distribution of property or assets of the Issuer
amongst its shareholders for the purpose of winding up its affairs.

The rights and characteristics attaching to First Preferred Shares are described in this Prospectus under the
heading "The Offering - Description of Securities Offered".

The holder!s!,of Second Preferred Shares, if any, are not entitled to vote but are entitled: provided that all
accrued First Preferential Dividends have been declared and paid to the holders of First Preferred Shares,
o receive, in preference and priority over the payment of any other dividends, a fixed, annual, comulative,
preferentiaffdividend equal to 10% of the price at which such Second Preferred Shares are issued (if ever)
as and gwhéfxifdeclai,pd‘ by the board of directors, but not to otherwise participate in dividends; and upon the
winding ugj)f the Tsster, provided that the holders of First Preferred Shaxfég‘\iimgye received a full return of

1

capitalint i@ amount of $10 per share plus any accrued First Preferential I;)jﬁl dends, to receive in preference
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and priority over distributions to the holders of any other class of shares, a retum of capital plus accrued but
l unpaid Second Preferential Dividends, but not to otherwise participatejr:l?,ny additional distribution of
F property or assets of the Issuer amongst its shareholders for the purpose of winding up its affairs.

' PRINCIPAL SHAREHOLDERS AND PRIOR SALES

As at the date of this Prospectus a single Common Share is outstanding";‘" thch was originally issued in
November, _2.002 at; $1,and is held by Mr. John Beckton, the President of the Issuer.

DIVIDEND POLICY

The ssuer has not previously paid any dividends.

The First Preferred Shares entitle their holders to receive a fixed, cumulative, annual, preferential dividend
(the "First Preferential Dividend") of 1 per share. The Issuer's articles of incorporation expressly stipulate
that all funds available for and properly applicable to the payment of dividends in each fiscal year of the
] Issuer shalrl'_be paid within 180 days of the end of such fiscal year on account of these First Preferential

Dividends, subject only to applicable "solvency tests" under the SBCA’;‘.%Qggtractual commitments of the
Issuer including covenants in the Issuer's loan and security agreements relatiye to its mortgage financing that
may restrict the payment of dividends or other distributions to shareholders unless certain debt to equity and
, other financial ratios arg %aintained; and subject to the board of directors cqusing the Issuer fo retain such
; eamnings as'are prudent in the circumstances having regard to the ongoing opcrations and financial
commitmciggs of the ﬁ#ue{- CFen

g
-

!t To the'Exteft thatihi tailitedources of the Issuer exceed the amounts necessaty to pay these cumulative First
4 Preferential Dividends, such excess will be applied to the payment of accrued preferential dividends on the
Second Preferrcd Shares that are then outstanding (if any) with the Issuer then applying any remaining
excess, in the discretion of its board of directors, to the accelerated repayment of the Issuer's long-term debt,
the payment of additional dividends on First Preferred Shares and the single Common Share, or to such other
purposes related to the operation of the Project as the board of directors considers prudent in the

circumstances.

Notwithsiﬁinding the foregoing, there is no assurance that First Preferential Dividends, or other
) dividends, will be paid on the Shares in the amounts or at the tim;e_ss described above. See "The
Offering - Risk Factors ", T

% ... AUDITORS, REGISTRAR AND TRANSFER GENT

The aﬁditg’r‘" of mrglgguer:are Deloitte & Touche LLP, Chartcred Accounf%ﬁ'fé, 400 - 122 - 1* Avenue South,
Saskatooﬁgﬁaskzit‘éh&an, S7K 7ES. The Issuer will not be appointing a'registrar or transfer agent. The
‘ Sh.argféokgg‘\‘gf ggﬂggz?zm}y}ng particulars as to the issue or transfer of fty, Shares, will be maintained by
the 'Isguqa§t§¢1 tdends, b -
©oeb oo Shav @
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INDUSTRY CONDITIONS
Hog production in Saskatchewan is influenced by a number of factors, including:
. Canada’s position as the world’s leading exporter of pork;
’ . the restructuring of the hog and pork industries throughout North America and the shifting

focus of these industries in Canada from central to western Canada,

. feed grain and other production costs in Saskatchewan are traditionally amongst the lowest
of any hog producing region in North America and well below production costs in other

traditional hog producing regions of the world;

. other competitive advantages associated with producing hogs in Saskatchewan, including:

" iraditionally abundant supplies of feed grains; expansive land base and relatively low land

" costs; climate; high animal health standards; and well-established swine research and
development institutions and organizations; and '

. 8 regulatory regime supportive of environmentally sustainable hog production.

ol

Additional information on each of these factors is provided below.
WORLD EXPORT MARKETS

Pork is the world’s largest source of human consumed meat protein, ré;g%géénting an estimated 45% of the
world’s total meat consumption. According to the United States Degg%gnt of Agriculture ("USDA"),
approximately 85.2 million tonnes of pork will be consumed in 2002., Global pork consumption has
increased at an s}ﬁgﬁa‘gp a?gnual rate of approximately 2.0% over the pasff“ﬁ% years, due prirarily to world
population growth, but also due to changing economic factors including generally rising incomes in

developing countries cwhg:e pork is often the meat of choice over altet'r;;,ailgi(ygg such as beef and pouliry,

o aditieniiy o igi b
Steady but requtiﬁ%&ci:;égest increases in world wide pork consmnptrilc;‘n and production have been
significantly ou‘f{ga ed by sharp increases in world pork exports. According to the USDA, world pork
exports will exceed 3.8 million tonnes in 2002. This represents a 37% increase in world exports since 1998,
compared with increased overall pork production of just 8%. Generally more liberalized international trade
laws, constraints on hog production as a result of environmental or animal health and welfare issues in some
of the world’s tradjtionally leading producing nations, and improved packaging and shipping methods which
better sustain the shelf life of fresh pork during transportation have all contributed to this increase in pork

exports.

Morcovel:‘, North America - and in particular Canada - has accountedfor an ever-increasing share of the
world’s fgrk export markets. The United States and Canada produced approximately 8.7 million and 1.7
million tqgnes of pork respectively in 2001, representing approximately 0% and 2%, respectively, of world
pork progdiiction. However, these two countries accounted for about 4( {qo}‘ the world’s pork export trade

in 2001. %ﬁna&‘afﬁaﬁeéﬁ the world’s leading pork exporting nation ,siégg;ZOOO and its approximately 727

thousand tonnes of exported pork products in 2001 representcd overkzgj’/"  9f the world’s export total. The
United S‘%ﬁtcs, atapproximately 708 thousand tonnes in 2001 - slightly lesdgﬁ'nan 20% -ranked second. North
Axnc;;iczia‘"sfdwimi;?g@;;iqﬁé;g share of growing world pork export markets is atiributable, to a significant
degree, %jé‘z,ihe ‘éﬁbﬁbmicgl‘?ﬁciencies of scale achieved by large-scale hog producers and pork processors and
the rélan:)‘iély sopt "i‘éft“x‘ca%id production methods used in the North American hog and pork industries.

S
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Table 5.0 - Industry Overview (1,000 tonnes)
5.1 - World Meat Consumption
1998 1999 2000 2001 2002

Pork 78,616 81,296 81,017 82,778 85,182
Beef 48,223 49,388 49,488 47,770 49,327
Poultry - 44,100 47,607 49,587 51,096 52,902
5,2 - World Pork Production o

R o 1998 1999 2000 2001 2002
China = - 38,837 40,056 40314 41,854 43,000
European Union 17,392 118,059 17,585 17,419 17,800
United States v - 8,623 8,758 8,597 8,691 8,973
Brazil - - - 1,690 1,835 2,010 2,230 2,356
Canada 1,337 1,550 1,638 1,729 1,830
Russian Federation 1,510 1,490 1,500 1,560 1,600
Poland 1,650 1,675 1,620 1,547 1,585
Japan 1,285 1,277 1,269 1,245 1,200
Republic of Korea 992 950 1,004 1,077 1,161
MEXi00 — - e - 950 994 1035 . 1,065 1,085
Ofher 14 RO 4,129 4128 3806 3683 3780
Total -~ - - 79,328 §1,745 8138~ 83,55 85465
5.3 - World Pork Exports :‘ ;

R 1998 1999 2000 2001 2002
Europeeri Union 1,004 1,390 1,470 1,235 1,300
Canada | 432 554 658 727 800
United States 558 580 " 584 708 709
Brazil 105 109 163 337 400
China 143 75 7 139 225
Poland 220 25 ;160 100 80
Hungary 109 131 1143 118 120
Other . . i . 229 236 160 188 191
Total | 2,800 3310 YAl 3,552 3,825
Sf’_“rgei,$§'{§DA Forgign Agriculture Service- Livestock and Poultry: W%)Yiﬂ’l\darkcts and Trade Report,
October 17, 20(55.‘,. Bdsed on selected countries. 2002 statistics are preliminary.

g g
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Additjonally, Canadaés well-developed, relatively rigorous meat inspecﬁoﬁ Asystem, the fact that the country
has been relatively free from serious hog disease outbreak, and industry-wide and governmental quality
assurance and marketing programs have all contrbuted to Canada’s increasing share of the world’s pork

export markets.

Canadian hog producers sell their hogs to pork processors in both Canada and the United States. North
America’s growing share of the world’s pork export markets has provided strong underlying demand for hogs
produced in Saskatchewan and elsewhere in Canada.

RESTRUCTURING OF THE NORTH AMERICAN HOG AND PORK INDUSTRIES

The §2.8 million tonnes of pork consumed in the worldin 2001 is equivalent to slightly over one billion hogs.
China is by far the world's largest producer and consumer of hogs, accounting for over half of the world's
total. According to the Canadian Pork Council, Canada produced approximately 26.2 million hogs in 2001,
an increase of 70% over what was produced in Canada a decade earlier. Approximately 20.9 million of these
hogs were marketed in Canada with almost all of the remaining 5.3 million hogs sold into the United States.

Canat}:lgz1 imports an insi grxjﬁqant number of hogs.

-~.;a;_&zid;: Sk =Ly
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The mcrééécmgangdlaq fiog production is attributable, to a significant degree, to Canada’s and United
States' 'gro%‘ng Jpare of the world's growing export trade in pork. As well, the repeal of The Western Grain
Transportation Act (the "Crow") in 1995 has resulted in, generally, a significant feed grain cost advantage
in western Canada which, together with other competitive advantages discussed below, have driven a 100%
increase in the number of hogs praduced in the three prairie provinces over the period 1991 to 2001,

At the same time that hog production has been increasing, the hog and pork processing industries across
North America have been undergoing a significant restructuring. Traditionally, hog producers in North
America were farmers who raised hogs as part of their mixed farming operations and hog production tended
to be one of the least specialized of the major farm industries. However, throughout North America there
. 1 Pt . s . UG ¢ . .

is a strong trend towards larger hog production units driven by €conomies of scale and tarked gaing in
productivity through innovations such as three-site production, professio}iélfmahagenlmt and sophisticated

‘P
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There are fow rggq;iﬁ%d tg be 36 large scale hog producers in the United Statés with at least 18,000 sows in
productidﬁ;}epreséﬁﬁﬁgﬁell,over one-half of total American hog production: In Canada, the trend towards
large s;:algggperﬁtigfn jhas’s,omewhat Jagged that in the United States. However, there are now reported to
be eight mgjor Canadian producers (or producing groups) with breeding herds equalling or exceeding 18,000
sows.' Thé;se 8 la“g'geét producers are ¢stimated to now account for about one-quarter of Canada's total hog

production.

The North American trend towards high efficiency, large scale hog production has been parallelled by the
development of highly efficient, large scale pork slaughter and processing plants and by the consolidation
of the pork processing industry amongst fewer companies. At the same time, supply and demand dynamics
between the hog production and pork processing industries tend to causg pork processors to locate new or
expand existing plants in areas of high hog supply; with the increased demand for hogs that is caused by new
or expanded plants tending to result in further increases in the numberii;ﬁt}qgs produced in the regions in
which thege plants are located. All of the major Canadian pork progessors have established new, or
%cxpépdéd existing, large scale pork processing facilities in the prairie provinces, including:

signiﬁcaﬁ%

Maple Leaf Foods ZCanaaa's Jargest hog producer and pork processor) with plants in Brandon and Winnipeg,
; , iy
i S Sate v
O T o ERCRIT T ;'iv'f;";‘g'i‘;, 5

s 'SourceywsSuecessful Farming magazine: Pork: Powerhouses® 2002 -
www‘;agrit?j.llmrergom‘/sfcnlinc/sf/2002/october/porkpowcrhouse :
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Manitoba; Mitchell's Gourmet Foods Inc. ("Mitchell's”) (controlled by Smithfield Foods, the world's largest
bog producer and pork processor) witha plantin Saskatoon, Saskatchewan; and Olymel (2 Quebec based co-
operative controlled by Quebec’s hog producers) witha plant in Red Deer, Alberta. These major processors,
together with smaller processors, currently slaughter approximately 8.7 million hogs annually, an increase
of more than 70% over the numbers slaughtered in the prairie provinces five years ago. These Canadian
plants, together with plants in the United States within marketing distance for hog producers in Canada's
three prairie’provinces, represent a total market for an estimated 20 million hogs annually.

- The growth in the number of hogs produced in western Canada is now apﬁfbai:fﬁng the current capacity of
pork processing plants within marketing distance of these hog producers to slaughter all of the hogs that are
produced. However. existing pork processors in western Canada presently operate their plants on 4 single-

v shift basis. Bachof Maple Leaf, Mitchell's and Olymel have publicly announced their desire and objective
i to move their respective plants towards two-shift operations. Although staffing, cold storage, hog supply,
’ pork markets and other issues all influence the decision as to if and how quickly any given plant can move
! to two-shift production, two-shift production could potentially almost double slaughter capacity in western
Canada, at a relatively modest cost compared to the cost of having to actually build new plants.

These relat"iively new or expanded pork processing plants have, to date, resulted in generally strong market
demand fofi-: the increasing number of hogs produced in western Canada; and the ability of these pork

ptocessors_to expand slaughter capacity is expected to continue to pggxxde market demand for future
increases i’lr'g;hog production. - ;5";?“

@ 71 FEED GRAIN AND PRODUCTION COSTS

Ui V;, COGCES, 1Pt Dl

Feed costsiég;e the g eatest single cost of bog production. In March 199}5{§1§0g{q§0rge Motris Centre at the
University of Guelph, Ontario published the results of a study where, usihg standard budgets for three and
single-SiteF L.\-% B%)a‘uct?qp’fa‘cjliﬁes, production costs were compared for, five regions in Canada (including
\ the Mafiti ~‘fé, Oug efc?Orllfgno, and Western Canada which was further subdivided into the Eastern Prairies
and Wéstgxgi P ?r‘ievs')z‘f Zir i the United States (including the Eastern and Western Comn Belts and the
Mounfain and Sdfftji[iﬁast?{cgions) and Argentina, Chile, The Netherlands and Demark.’ The study reviewed
labour costs, feed costs, depreciation and interest costs. All five Canadian regions compared favourably in
{he cost estiinates, but Western Canada showed the lowest overall cost, with the Eastern Prairies (i.e. western
1 Manitoba and eastern Saskatchewsn) being somewhat lower than the Western Prairies (i.e. western
: Saskatchewan and Alberta). The most significant advantage was in feed grains, where the Eastern Prairies
showed, a?; that time, an approximately 22% feed grain cost advantage over Ontario, 24% over the Western
US Corn Belt, 28% over Quebec, and a 43-45% advantage over sucp ;radiﬁonally leading European
producing nations as The Netherlands and Denmark. Tl

I : ‘

! Feed grain‘and other production costs aré influenced by a variety of localg;ggééonal and international factors.
: ’ Accordingly, the relative.cost advantages or disadvantages to hog producéfé in different regions of the wotld
! will vary over time. A cotnbination of drought, grasshopper infestation; other factors in Saskatchewan
! in 2002 haVe resulted'in relatively low supplies of good quality feed gr%igﬁ%gaskatchewan and relatively
bigh grai n.pri qfw“%’ver in general, western Canada over the 1ong¢£§fg‘ﬁjijms experienced feed grain

ces. ;H ,
I 1L afs
prices: and. othe! Hor

es. -H

K} Q{j' < 3 , sl g,
: anld. ¢ ,yi{zﬁ@};ﬁ(’iug}%‘éﬁ costs that make Saskatchewan hog prg&uc‘;ré“ as competitive, or more
compelit %g,'thajgim ;iar(% \icers in central Canada, other parts of North America and in other hog producing
regions oyfside of:North America.

+

(30

"{i?rospects for Hog Production and Processing in Canada”, preparcd by Dr. Larry Martin,

- Zana Knija and John Alexiou, George Morris Centre, March 1999,

(o
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OTHER COMPETITIVE ADVANTAGES

Feed Grain Supply

Over the 10 years 1991-2000, Saskatchewan produced, on average, approximately 20 million tonnes of cereal
grain annually, representing almost half of the total Canadian cereal grain production. Although
Saskatchewan's grain production in 2002 was significantly below these histotic levels, the Province's

traditional position as the "bread basket" of Canada normally ensures its hog producers ofrelatively ebundant
supplies of feed grains.

Expansivé Land Base

Accordin gto thcv SaskatchéWan Department of Agriculture & Food (“Sasl'{)&g & Food"), Saskatchewan has
one of the lowest hog densities of any significant hog producing region in the world. Table 6.0 compares
Saskatchewan’s app:r’o‘ximatehog density levels with estimated levels in other leading hog producing regions

of the world.
Table 6.0 - Hog Densities in Selected Jurisdictions, 2001
H Hog Inventory Farm Land Base Hog Density
(thousand head) (km?®) (hogs per km?)
SaskatcHewan . .......oereeooee 1,054 188,000 5.6
Denmarli{ ....................... 12,125 23,000 529
The Netherlands . ....--«ccernvee- 13,138 9,000 1,437
North Choling © .7 oo eoveneens 9,300 21,000 451
fowd . 345 s 14,400 8000 133
Quekec \;;;u, ;,g, S eneins 3,308 17,000 218
Omteie S e 3,102 36,000 87
Manitoba . .-+ <sn - U | 1,993 50,000 40
ALBEIE v rreeeaeeieens 1,841 109,000 17
Source: Sask Ag & Food. :

High hog density has created disease risks and environmental concerns related to the disposal of manure in
some of the world’s traditionally leading hog producingregions. Saskatchéwan’s expansive land base allows
producers to provide significant separations between their operations, thereby helping maintain high animal
health standards by reducing therisk of disease spreading between operations. This expansive land base also
provides Brmplesroom to dispose of manure. 1.8
Low 'Lami Costs W e

Accé%diﬁgf:fé Farm Credit ;‘Corporation, farm land prices in Saskatché\;}sf;';;}afe the lowest in Canada and
significantly lower than the farm Jand values as published by the USDA in such leading hog producing states
as Iowa and North Carolina.

I
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Climate

Saskatchewan's cold, low humidity climate reduces heat stress in sows, is conducive to maintaining high feed
conversion ratios and mitigates against disease transfer via air borne, wildlife or mechanical roots.

Animal Health

According to Sask Ag & Food, the Saskatchewan hog industry has one of the highest animal health standards
in the world, which is maintained by specialized swine animal health veterinarians. Overall, Saskatchewan
and Canadian hogs enjoy an excellent health status. Canada, as a country, is free of psuedorabies and free
of major epidemic diseases such as foot and mouth disease and African swine fever. Aswell, Saskatchewan

hog farms have a very low incidence of parasitic diseases.

Saskatchewan Research Community

Saskatchewsn is a leading centre for agricultural research and is recognized as having world-class
capabilities in the fields of swine research. Organizations involved in swine related research include the
Prairic Swine Centre, the Veterinary Infectious Disease Organization, Western College of Veterinary
Medicing,\ the _(;ol_,l_t;ge'gf Agticulture, the College of Engineering, the Prairie Agricultural Machinery
Institute and the Prajrie Fe¢d Resource Centre. Saskatoon is a global céntre of excellence for agricultural

S O TET O AL feal . X I L. . .
and vetcr&ary E}Steohnéiogy. Areas of research include animal health and productivity, genetics, animal

management, swine nutrition, swine behaviour, meat quality, and the impact of swine production on human
health. Saskatchewan hog producers benefit from their proximity to these world-class institutions which
provide a critical magss of expertise capable of supporting the operations of large-scale hog producers and
a talent podl from which such producers may recruit management level and professional personnel.

REGULATORY CONSIDERATIONS |

p
Large scalé hog operations in Saskatchewan are regulated by The Agricultural Operations Act (the "Act")
and The Agricultural Operations Regulations (the "Regulations”). The Actand Regulations are administered
by Sask Aé & Food. The Regulations and related guidelines published by Sask Ag & Food establish rules
or gui deliggs for matfers such as: separation distances between hog operations and neighbouring residences

ot urban ‘Q@f’;tres“;l_nrigcqj;irrfénded practises for disposing of manure on adjsq&qnt farmlands; specifications for

¥

Waste;stoiﬁlée laggqqé; and procedures for public input into the approval process. Pursuant to the Act and

managemjggt p{a?) mﬁéa@g&y the proponents of the operations and applfpﬁ;k

Regulations, hog'}gpét;;ati?ns are not permitted except in accordance m;h;%_maste storage plan and waste
jement plan pifpare ed by Sask Ag & Food. Before
approginf aplan SaskiAg & Food must be satisficd thatall requirements under the Act and Regulations have

s . ‘t‘»«’.C“ . - .
beern met, pollution of either ground or surface water will not occur, and adequate provision has been made

"

- il JiE N0 Y
for the managemeit of waste.

Additianally, the Rural Municipalitics in which large scale hog operations are located may have additional
requireménts relating specifically to hog operations and, more generally, may have building bylaws and/or
zoning bylaws that must be complied with in the devclopment and operation of intensive livestock

operations.

Big Sky h:gs received approval under the Act and Regulations for all of ;i:"gis‘;ﬁ;gisting Facilities including the
Ogema and Rama Units and all such Facilities are currently operating \,i;a;accordancc with the Act and
Regulatiofs and in compliance with applicable municipal bylaws. Lo

I \/ - .~ i . . . ) :;{}; ;T.i . ] ) o
The Agr rgg?lzzi°cll ‘?)pdgatzbtn‘m ctalso providesanellcctive mechamsm,foyllgé%}yxng nuisance dispulcs arising
from t’anﬁ?{opcrat‘jpgis; A person with a complaint regarding an agncg}Lu‘ga\l aperation must apply to the
Ag‘rip{}glt}%’al Operations Review Board before commencing a tort act1§§i3‘i§:1 nuisance or applying for an
R Q04 TV B

) L b
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These hog marketings generated gross revenues for Big Sky in its fiscal year ended June 30, 2002 of $59.8
million, earnings before interest, taxes, depreciation and amortization ("EBITDA") of $16.1million and net
income (before income taxes) of $4.9 million. As a result of the commissioning of 5,000 sow Units at
Ogema (Big Sky IV) in August 2001 and at Rama (Big Sky V) in January 2002, Big Sky now has a breeding
herd of approximately 21,000 sows producing hogs at the rate of approximately 470,000 annually.

Table 7.0 summarizes Big Sky’s growth over the fiscal years ended June 30, 1998 through 2002 inclusive.

Table 7.0 - Financial and Production Highlights
; o | ($°000s except production information)
i R June 30

:
| 2002 2001 2000 1999 1998
Operating Data
Revemuie! $59,745  $31962  $23,593  $9,396 86,876
EBIIDA® 16097 9323  UBgT  @G) 1169
Net Ingome (befo}e"inco;me 1ax) 4,902 3,713 200 (2209 37
Balance gﬁeetﬁatipt S ‘ lu 15
Total Aot suciais . §114001 $96,113  $49,708 $41474 $23,547
Totsl Lisbilities 08,0010 82,4060 41701 34350 16424
Sharcholders Equity 16,000 13,707 8007 7124 7,123
Production Information
1Hogs Marketed 167,9529 197,474 159,364 81,467 47,391
Breeding Herd 18,0789 9,910 8,826 4984 2,717

0 fncludes $20.8million in preferred share capital that is included amongst liabilities for financial
reporting purposes. See Notes 9 and 11 of Big Sky's Financial Statements.;

@ As of June 30, 2002 Big Sky had a breeding herd of approximately 21,000 sows and was producing
hogs at the rate of approximately 470,000 annually. The size of the breeding herd as presented in the
Table is the average number of sows in production during the year; reflecting the fact that Big Sky IV
and V wete not Commissioned until August 2001 and January 2002, respectively. '

849,770

i :‘:;:?'L{

Big Sky Wls th&first producer in western Canada to design and build 2,5001‘sow, three-site, farrow to finish
productio}i;Unit‘s ?lgiig'the'ﬁrst to design and build three-site 5,000 sow Units. Big Sky has managed and acted
as its own general contractor in the development of all of its existing Units. In so doing, the Company has
cteated a dgvelopment model and assembled a development team with the proven ability to manage and build
projects on time and on budget.

Big Sky's roduction facilities are spread between seven different Units with a total of 35 bams and related
feedmills Jocated at 28 separate sites throughout Saskatchewan. Additionally, Big Sky owns and operates
a total of 12 feedmills, 10 of which are attached to its existing, smaller production Units, with larger mills
enks .

)
21,00

31
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centrally located in proximity to the barns in Big Sky IV and Big Sky V respectively. Collectively, Big Sky's
feedmills have the capacity to process approximately 300,000 tonnes of feed annually with the Company's

existing production Units consuming, in aggregate, approximately 150,000 tonnes of feed annually.
All of Big Sky’s properties ar¢ located in the Province of Saskatchewan.

In addition to the properties described above, construction is currently in progress on another 5,000 sow Unit
- Big Sky VI - in the area of Porcupine Plain, Saskatchewan. As indicated in Table 8.0, the budgeted cost
for building and commissioning Big Sky V1is §31 million. R

Table 8.0 ~Big Sky VI

5,000 sow Breeding Bam $ 6,600,000

19,200 hog space Nursery Bam 3,800,000

14,400 space Finishing Bams 112,600,000

(3 Barns-at $4.2 million pet Bam) :

100,000 tonne Feedmill 2,400,000

Initial Brésding Herd 1,000,000
bp T $31,000,000

Construction of the breeding andnursery barns commenced in May and August, 2002, respectively,and these
barns are scheduled tobe commissioned in January and March, 2003, respectively. Construction of one
finishing bam began-in October 2002 which is expected to be commissioned in June, 2003. Construction
of two addifional finishing barns and the 100,000 tonne per annum feedmill has been tentatively scheduled
to begin in May 2003, with it expected to take approximately four months from commencement of

construction to commissioning of these facilities.

Financing;for approximately $18 million of these budgeted costs is presently in place, including $5.4 million
in credit facilities from Big Sky's senior lenders; $8.0 million in cash reserves generated from a sales and
leaseback transaction of Big Sky's nursery barns inBig Sky IV and Big Sky V.which was completed effective
August 30, 2002; and $4.6 million that has already been spent on these construction costs from operating

cashflowsi< |

The sles'tt the'fitfisHing Barns at Big Sky IV and Big Sky V that are included in the Project are expected
to generate net proceeds to Big Sky of $3,349,000 if the Minimum Offeying is achieved, $6,818,000 if
Tranche #2 is achieved and $10,287,000 if the Maximum Offering is achieved, after accounting for those
cxpengzcsii(\}gzllgig};ﬁ%rgrt}ég responsibility of Big Sky, including the Agent's feesand other expenses of this
Off,e_r;pg; ‘{ s&ﬁ}‘g;gig)mtﬁfe"hflaximum Offeringis achieved, suchnet proceeds, together with approximately
$2.7 ﬁ\illié;i tha} 1§ expected to be generated from Big Sky's cashflows from operations, will be used to fund
the balance of the development costs for Big Sky VL. To the extent that the Maximum Offering is not
achieved or funds from operational cashflows are not otherwise sufficient to complete the construction of
Big Sky VI within the scheduled timeframe described above, Big Sky expects that construction of one or two

of the finishing barns will be deferred until a later date.

i .‘:’i
} . cons
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DIRECTORS AND OFFICERS

NO. 3157

Table 9.0 sets out the name, municipal address, position held with Big Sky and principal occupation of each

of Big Sky's directors and senior officers.

Table 9.0 - Directors and Senior Officers of Big Sky Farms Inc.
Name and Position with Company Principal Occupation
Municipal Address
Brian Johnédp’ ; Chairman of the Board President, Crown Life Insurance
Regina, SK Company
I-Ieather‘Foﬂ:aes N : Director Di}eétbf of Investments, CIC
Reging, SK . Industrial Interests Inc. ("CIC")
John Hicke® Director Executive Director, Investments,
Regina, SK CIC.
B. Cameron Johnson® Director Partner, Crown Capital Parmers.
Regina, SK
Yoe Langen' Director Manager of Business Analysis,
Saskatoon, SK Fresh Pork, Mitchell's.
Paul Mart{ﬁ Director Prgsident, Paul Martin
Regina, SKy Communications Co. Ltd.
Florian Pogsberg. Director, President and CEO President and CEO of Big Sky.
Humboldt, SK et
Chris §ekg!é5§ Director Partner, Crown Capital Partners.
Reging, S;( Gy 1
Michael Deutscher - Chief Financial Officer CFO of Big Sky.
Bumboldt, SK
Casey Smit Vice-President Logistics and VP of Big Sky.
Humboldt, SK Feed Manager
‘Member,of Audit Committee.

i SHARES AND SHAREHOLDERS

i AL

P. 3/59

The authorized capital of Big Sky consists of an unlimited number of coniiion shares, an unlimited number
of first preferred shares issuable in series, of which two series have been ag@l@gﬁzsd designated first preferred
shares;"seﬁ% I (the “Series I Shares") and first preferred shares, series 1i{the "Series If Shares") and an

an
}

unlimited aimber of second preferred shares, issuable in series, of which'1i6 series has been authorized to

date. "quggghts attaching to these shares are described in Note 9 of Big:Sky's Financial Statements.

As outlined in Table 10.0, at the date of this Prospectus, a total of 9,465,197 shares of Big Sky are
outstandin¥; inchiding 3,715,197 common shares, 3,750,000 Series I Shares and 2,000,000 Series I Shares.
An additional 1,311,900 shares are reserved for issuc pursuant to outstanding share purchase warrants and
stock opti?:gs. Additionally, as of June 30, 2002 debentures were outstanding that were convertible, at that
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date, into 846,866 common shares, which are not included in Table 1

any such conversion would be anti-dilutive.
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0.0 because at current conversion prices

Table 10.0 - Outstanding Shares

Holder First Common Common % of Common
Preferred Shares Shares, Fully Shares, Fully
Shares Diluted Diluted
CIC .\ orrseaieeeens 3,750,000 150,000 4,275,000 39.7%
Series | :
Crown Lifé Insurance Co . .. . - 2,000,000 Nil 2,200,000 20.4%
s . Series II o
Saskatchewan Government . .. Nil 1,776,720 1,776,720V 16.5%
Gfowthfmd RTe G e ﬁ.’:‘ i St
Floriah Passbarg X0 L0 Nil 672,729 989,629 9.2%
Other Management... -« .-+ - - Nil 445,101 865,101¢ 8.0%
& Employees
OMREES +vevevereeneeenens Nil 670,647 670,647 6.2%
Total vvenereeneaens 5,750,000 3,715,197 10,777,097

converted-into comraon shares.
Hncludes, on a fully-diluted basis,

convertegiinto common shares.

34

R SO AS LI A S
3 Inchide8% 13,360 common shares held by
I1") and 1,263,360 common shares held by Saskatchewan Go
to an agfefémcnt"’g'ated July 6, 2000, SGGF I had the option,
require ﬁig Sky, subject to certain conditions, t0 purchase some or a
held by SGGF II at a purchase price of $4 per sha
option with respect to all 513,360 of its common shares. Such shares, however,
repurchased without the consent of Big Sky's senior lenders. Big Sky is presently in discussion with

SGGF Il and its senior lenders as to if, when and on what terms these shares may be repurchased.

ISTER

employeé;s of Big Sky, including 316,900 options held by Mr. Possberg.

Includes 150,000 common shares held by Saskatchewan Oppoﬂunitieg,,Corporation. Fully diluted
shareholdings include an additional 375,000 shares issuable pursuant to' warrants held by CIC

exercisable at a price of $4 per share and expiring July 6, 2005, and assume‘s all Series I shares will be

an additional 200,000 shares issuable puisuant to warrants

exercisable at a price of $4 per share and expiring July 6, 2005, and aéé’ﬁihés all Series II shares will be

Saskatchewan Government Growth Fund Il Ltd. ("SGGF
vernment Growth Fund I Ltd. Pursuant
exercisable on or prior to July 31, 2001 to
11 of the 513,360 common shares
re. Prior to July 31, 2001 SGGF exercised that
may not be

“Includes 736,900 common shares reserved for issue pursuant to opﬁoﬁg;gffantcd to officers and senior

et
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' FINANCIAL STATEMENTS OF BIG SKY FINISHERS (NO. 1) INC.

AUDITORS' REPORT

: TO THE SHAREHOLDERS OF
| BIG SKY FINISHERS (NO. 1) INC.

We have audited the balance sheet of Big Sky Finishers (No. 1) Inc. as at November 26, 2002 and the
statement of cash flows for the period then ended. These financial statements are the responsibility of the
company's mapagement. 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 s evaluating the overall financial

statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the financial position of the
company as;at November 26, 2002 and the results of its cash flows for the period then ended in accordance

with Canadian generally accepted accounting principles.

"Deloitte & Touche LLP"
Chartered Accountants

Novemberth, 2002 (except for the matters discussed in Note 4, which is, gg.'gf January 14, 2003)
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BIG SKY FINISHERS (NO. 1) INC.

BALANCE SHEET
as at November 26, 2002

NO. 3157

P. 6/59

CURRENT ASSETS
Cash
SHAREHOLDER'S EQUITY
Share capital (Note 3)
Authorized:
1 common share
unlimited number of first preferred shares
* unlimited number of second preferred shares

Issued:
1 common shate

n e o

APPROVED BY THE BOARD:
(signed) John Beckton

(signed) Br'a:d Wildeman

I3
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BIG SKY FINISHERS (NO. 1) INC.,
STATEMENT OF CASH FLOWS
for the period ended November 26, 2002

NO. 3157 P. 1/59

CASH FLOWS FROM FINANCING ACTIVITIES
Issuance of share capital - 1 common share

NET INCREASE IN CASH
CASH POSITION, BEGINNING OF PERIOD

CASH POSITION, END OF PERIOD
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BIG SKY FINISHERS (NO. 1) INC.
NOTES TO THE FINANCIAL STATEMENTS
for the period ended November 26, 2002

OPERATIONS DURING THE PERIOD

The company was incorporated August 27, 2002 pursuant to The Business Corporations Act
(Saskatchewan) and duting the period had no operations. As a result, the audited financial
statements have been prepared without a staternent of earnings and retained earnings.

SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared in accordance with Canadian generally accepted
accounting principles and include the following significant policies:

Measurement Uncertainty
. . I
‘The preparatjon of these financial statements requires that, in certain circumstances, management

-apply judgment in-determining best estimates. Actual results could-differ from those estimates.

Ty EEE AL
P DU e

SHARE CAPITAL

Gorpany v

gl ewany o . .
The company's authorized share capitel consists of:
. a single common share;

. an unlimited number of shares designated first preferred shares, which carry the right to
vote; to receive a fixed, cumulalive, annual, preferential dividend of $1 per share (the "First
Preferential Dividends") in priotity to dividends on any other class of shares and, thereafter,
subject to the rights of the holders of second preferred shares, to participate in any additional
dividends declared by the board of directors; and upon winding up of the company to
receive, in preference and priority over any distributions to the holders of any other class of
vy, Shares, a retum of capital of $10 per share plus any accrued but unpaid First Preferential
B Dﬁrlcfg,nds ‘and, thereafter, subject to the rights of the holééf‘!s}géf.;sccond preferred shares, 0

Y ghare ‘équaily in any further distributions of the net assets of the company;
iy A
oM i : ;ccd number of shares designated second preferred shares, which are non-voting and
V4 Which Carry the right to receive, fixed, cumnulative, annual, preferential dividend of 10%
ofwghsa issue price of such second preferred shares (the "Second Preferential Dividends")
provided that all First Preferential Dividends have been paid, but not to otherwise participate
inany dividends; and upon the winding up of the company, subject to the preferential rights
attaching to the First Preferred Shares, to receive a return of capital plus any accrued but
unpaid Second Preferential Dividends, but not to otherwise participate in any distributions

upon winding up of the cornpany.

At November 26, 2002 there was a single common share outstanding which was issued during the
period for $1.. _—
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BIG SKY FINISHERS (NO. 1) INC,
NOTES TO THE FINANCIAL STATEMENTS
for the period ended November 26, 2002

4,

SUBSEQUENT EVENTS

Subsequent to the reporting period, the following transactions occurred:

the first preferred shares of the company referred to abave are to be included in a public
offering document to be filed with the Saskatchewan Securities Commission in preliminary
form in November 2002 and in final form in January 2003. The company hopes 10 raise
$2,700,000 from the issuance of 270,000 first preferred shares at $10 per share (the
"Offering") in three separate Tranches of $900,000 each;

the proceeds of each Tranche of $900,000, combined with mortgage financing with each
Tranche of 52,650,000, will be used by the company to purchase a hog finishing barn and
associated lands from Big Sky Farms Inc. and facilities for a total purchase price of

$3,550,000 per barn;

if all three Tranches are closed, the total capital raised (iﬁéluding mortgage financing) will
be $10,650,000 allowing the company to purchase three hog finishing barns from Big Sky

Farms Inc.

lies
Fats 3
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CONSOLIDATED FINANCIAL STATEMENTS OF
BIG SKY FARMS INC.

AUDITORS' REPORT

TO THE SHAREHOLDERS OF
BIG SKY FARMS INC.

We have audited the consolidated balance sheets of Big Sky Farms Inc. as at Tune 30, 2002, 2001, 2000, 1999
and 1998 and the consolidated statements of operations and retained earnings and cash flows for the years
then ended. These financial statements are the responsibility of the company’s management. Our

responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits 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
satements are free of material misstatement. An audit includes examining, on a test basis, gvidence
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.

Tn our opinion, these consolidated financial statements present fairly, in all material respects, the financial
positiorg(ot;gx, com ;gyigs ?\;;\June 30,2002, 2001, 2000, 1999 and 1998 and the results of its operations and
itscashflo ’,ﬁ" or the ye 445 then ended in accordance with Canadian generally accepted accounting principles.
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"Deloitte & Touche LLP"
Chartered Accountants

August 16,2002 (except for the matters discussed in Note 17(b), which i§ as of January 14, 2003)
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BIG SKY FARMS INC.
CONSOLIDATED STATEMENTS OF OPERATIONS AND RETAINED EARNINGS
for the years ended June 30, 1998-2002
(5000's except for per share amounts)

2002 2001 2000 1999 1998
REVENUE |
Hog sales ' §50,520 $31,699  $23,510  §9.121 $ 6,205
Other income 216 263 83 275 71
_ 59,745 31,962 23,593 9,396 6,876
EXPENSES.
Administration ) 1,541 894 982 453 395
Capital taxes 839 289 276 192 70
Dcprecxanon and amortization 5,082 2,378 1,938 823 320
Facilities ggerationsryp 7 4,065 2,083 1,663 892 495
Feed 25425 12,438 9,905 5,132 3,220
Interest and equivalent. . 6,113 3,232 2,645 1,158 539
Stock and veterinary 2,551 1,533 829 678 399
Trucking 2,258 1,123 865 695 358
Wages and benefits 6504 4279 3200 1435 770
Acquisition costs (Note 16) 375 - - - -
e 54,843 28,249 22,303 11,458 6,566
EARNINGS (LOSS) FROM OPERATIONS 4,902 3713 271,290 (2,062) 310
SHARE OF INCOME IN BIG SKY PORK LP - - - - 370
PUBLIC OFFERING COSTS - - - (143) (643)
INCOMETAXES
Future (Note 12)urrtiz 100 2,975 1,708 1616 (1,079) 292
NET EARNINGS,LOSS) - 1927 2,005 674  (1,126) (25
RETAINED EARNINGS (DEFICIT), 1,380  (625) (1,299) 189 444
BEGINNING OF YEAR ‘ ’
IMPACT OF BUSINESS COMBINAT TON - - - (362) -
RETAINED EARNINGS (DEFICIT), END OF $3,307  §1,380 $(625)  $(1,299) $189
YEAR
?P%I:SIISGS (1.0SS) PER SHARE - BASIC $0.53 5056 $0.19  $(0.34)  $(0.09)
W
EA.RNINGS (LOSS) PER SHARE - DILUTED $0.35 $0.24 =~~~ $0.19  §(0.34) $(0.09)
(Note 15):5 S
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(signed) ZachiDouglas ¥'S o
. CONE R DA
(signed) Florian Possberg
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BIG SKY FARMS INC,
CONSOLIDATED BALANCE SHEETS
as at June 30, 1998-2002
($000's)
2002 2001 2000 1999 1598
CURRENT ASSETS
Cash $ - $ - $ 527 % 1031 § 79
Accounts receivable 2.346 3,152 2,190 739 782
Inventory 18,436 11,845 7,735 5,632 2,655
Prepaid expenses and refundable deposits 326 151 . 65 57 53
| 21108 15148 10,517 7,459 3,369
CAPITAL ASSETS (Note 3) 85,541 72,512 34,993 30,140 17,680
BREEDING STOCK (Note 4) 4882 5392 2,581 2193 1250
LONG-TERM INVESTMENTS (Note 5) 17 13 13 199 -
DEFERRED CHARGES (Note 6) 2453 3,048 1,604 1483 1,048
A $114,001 _ $96,113 849708  $41474 §23,547
CURRENT LIABILITIES
Bank indebtcdness (Note 7) $10992 $10019  $8124 35664 S1.87
Accounts payable and accrued liabilities 6196 7,557 2650 2,594 2,003
Capital taxes payable 601 53 255 140 -
Income taxes payable 21 44 . - -
Current portion of long-term debt (Note 8) 5,018 4,689 4,484 2,318 1,768
pe | 2828 22362 1552 10716 5132
LONG-TERM DEBT (Note 8) 48903 37,449 125308 23469 10,868
PREFERRED SHARES (Note 8) 20807 20,107 - - .
FUTURE INCOME TAXES 5463 2488 0. 781 165 424
S VESIN D 08001 82,406 41,701 34350 16,424
SHAREHOLDERS{EQUITY | o
Share capital (Note 9) . 7,571 7,205 7010 6801 6934
Prefcrred shares (Note B) 3,500 3,500 - - -
Convertible debenture (Note 11) 1,471 1,471 1,471 1,471 .
Contributed surplus 151 151 151 151 -
Retained-earnings (deficit) 3,307 1,380 (625)  (1,299) 189
e 16,000 13,707 8,007 7,124 7,123
5114001 §96,113  $49708  $41474 §23,547
APPROVE BY THE BOARD 1
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BIG SKY FARMS INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
for the years ended June 30, 1998-2002
($000's)
L 2002 2001 2000 1999 1998
CASH FLOWS FROM (USED IN)
OPI:RATING ACTIVITIES ,
Net carnings (loss) § 1,927 $2005 § 674 S$(1,126) § (255)
Adjustments for -
Depreciation and amortization 5,082 2,378 1,937 823 320
Debt accretion 872 270 - . .
Loss on disposal of capital assets 24 - - - -
Sharc of income in Big Sky Pork LP - - - - (370)
Future income taxes 2,975 1,708 616  (1,079) 292
10,880 6,361 3,227 (1,382) (13)
Changes in non-cash working capital
Prepaid expenses and refundable deposits (175) (86) if.. (8) 2 (46)
Accounts receivable 806 (962) .2 (1.451) 414 (109)
Accounts payable and accrued liabilities (1,361) 4898 . .65 384 1,192
Inventoxy (6,591) (4,111)  (2,103)  (2,129) (30)
Incomé axes payaple T (23) a4 T T - -
Capital’ Iﬂxes phyable 548 (203) 115 140 (109)
e oainy wsE) 4,084 5941 % (I55)  (2,571) 885
CASH FI:;QWS:FROM (USED IN)
INVESTING AGTI IVITIES
Net additions to capxtal assets (17,145) (39,608) (6,560)  (10,603)  (11,346)
Proceeds on dispogal of capital assets 193 - - “ -
Additions (reductions) to breeding stock 511 (2,812) (388) (602) (536)
Long-term investments (5) - 186 - -
Additions 1o deferred charges (413) (1,126) = (351) (272)  (1,048)
L (16,859)  (43,546)  (7,113) (11477) (12,930)
CASH FLOWS FROM (USED IN) :
FINANCING ACTIVITIES e
Issuance of share capxtal common 384 197~ ' 209 . 6,657
Reden%mon of share capital - common (18) (2 . - -
Issuance. of shate ¢apital - preferred 23,000 - - - -
Pr ocegcﬁs fromior&g-tcrm debt 15,300 35,843 6 091 12,783 4,004
Repayment oflong—term debt (3,864)  (23,858)—~(1,996)  (1,576) (499)
- ﬁe% " F“ OM ¢ 11,802 35,180 4,304 11,207 10,162
NET,DEG;Q.EA&'; Ii!GCAﬁH (973) (2,425)  (2.964)  (2,841)  (1,883)
%&%ﬁi@‘%mx G}l(‘ININ G OF YEAR (10,019) (7,594)  (4.633)  (1,792) 91
BANK INDEBTEDNESS END OF YEAR $(10,992)  $(10,019)  $(7,597) $(4.633)  $(1.792)
REPRESENTED BY: -
Cash $ - 8 - % 527 $ 1,031 § 79
Bank indebtedness (10,992)  (10,019)  (8,124)  (5,664) (1,871)
. $(10,992 10.019)  $(7,597)  $(4,633) _ 3(1,792
INTEREST PAID 54681 53372 $2362  $993 8404
INCOME TAXES PAID 351 $. s $- $138
1*‘! CoLAn ’
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BIG SKY FARMS INC.
NOTES TO THE CONSOLIDATED FINAN CIAL STATEMENTS
for the years ended June 30, 1998-2002
(3000's except for per share amounts)

1, SIGNIFICANT ACCOUNTING POLICIES

The ﬁnancial statements have been prepared in accordance with Canadian gencraily accepted accounting principles
and include the following significant policies:

Measurement Uncertainty

The preparation of these financial statements requires that, in certain circumstances; management apply judgment
in determining best estimates. Actual results could differ from those estimates.

Financial;insﬂd}nehts

For certain of the company’s financial instruments, including cash, accounts receivable, accounts payable and
accrued liabilities, the carrying values approximate fair value due to the immecdiate or short-term maturity of these
items.

The fair value of Jong-term debt is detenmined by discounting the future contractual cash flows under current
financing arrangements at discount rates which represent borrowing rates presently available to the company from
Joans with similar terms and maturity. In all instances, carrying values approximate fair values.

The company uses detivative and commodity futures contracts to manage its exggggxe to interest rates, commodity
price and;foreign exchange rate fluctuations. The net receipts or payments from these financial instruments are
recognized during the period of mamrity in the same financial statement category as the corresponding hedged

positions Motc L1).;i

Inveptorys;.

ot wajon usstesuines. A ,
Inventory is valued at the lower of cost and net realizable value.
oD ptpnts
Capital Assets

Property; buildings and equipment are recorded at cost. Depreciation 1s calculated using the straight-line method
over the nseful life of the assets using the following guidelines:

... Lagoons and wells - 30 years
;i Buildings 10 - 30 years
Equipment .3 - 15 years

No depregjation is claimed on assets under construction at the balance sheet date,,

1

Br e?ﬂi’“’éi&oc’? oty

g {z\ﬂ :} . . .
Breeding stock is recorded at cost. Amortization is calculated using the straight-line method over the estimated
productiye life of the animals using the following guidelines: ey

T ued g nSoms-- 6 farrowings
0 ~. .. Boars 30 months
te

Amorlization and the cost of breeding stock replacements arc charged to production and operating costs as meurred.

i

14/59



—FEB. 18. 2010 5:01PM h NO. 3157 P. 15/59
( 44

: BIG SKY FARMS INC,
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
‘ for the years ended June 30, 1998-2002
(3000's except for per share amounts)

1. SIGNIFICANT ACCOUNTING POLICIES (continued)

Deferred Charges
Deferred charges are comprised of site development costs and pre-commissioning costs.

Sitc develapment costs are capitalized until full production of the related facilities is attained at which time theyare
transferred to property, buildings and equipmcnt and depreciated using the straight-line method over the useful life

of the assets.

Pre-commissioning costs are operating expenses, aet of incidental revenues and inventory adjustments, as well as
interest on long-term debt, incurred and capitalized until full production of the related facilities is attained at which

time they are amortized over a five year period.

Long-Term Investnents, . . COATENDE
Long-term m\iejﬂcn}s fe recorded at cost.

Forelgn Cutrengy Translation

The compatty’s transactions and balances denominated in foreign currencies are translated into Canadian dollars
using the yeat-end rate of exchange for monetary assets and liabilities. Other assets and liabilities are translated at
applicable historical rates. Revenues and expenses have been translated at rates approximating those prevailing on
the dates of the related transactions. Unrealized exchange gains and losses which relate to the translation of current
monetary assets and liabilities are included in the determination of net eamings for the year.

fass i

vy
Stock Qption Plans

The cqmi)any}hggi.aggptgd a stock option plan for certain of its directors, officers and employees. No compensation
is recognized.for-these plans when the stock options are issued. G .

- L e O :
Income Taxes

DR Ter. CAvestend 8. AR
The company recognizes future income taxes for the expected future tax consequences of differences between the

- camrying@mount-of halance sheer items and their corresponding tax values. Puture income tax assets are amounts
of incorne tax bencfits arising in respect of deductible temporary diffcrences and carry forward of unused tax losses.
Futurg income tax liabilities are the amounts of income taxes arising from taxable temporary differences.

The company computes future income taxes using the enacted corporate income tax rates for the years in which the
differcnces will reverse. .

i

Pensi;éz Plan
The cost of pension benefits for the defined contribution plan is charged to earnings as contributions are earned.

¢ :
3. CHANGE IN ACCOUNTING POLICY
oy Dot b (AR
Earnjngs PerShure 1.
The ééinpany‘haé"addpted the provisions of Section 3500 of the Canadian Institute of Chartered Accountants
Handbook, “Earpings Per Share”. This pronouncement requires that dilutcd eamnings per share be calculated using

te t;g§§gry§§@{;}g tkiQanther than the imputed carnings method. The effsctof; this change on the diluted earnings
Rer share. f0£,200

35 ap,increase of §0.02 per share (2001- decrease of $0.04.per share).
s ceeraelin o

P S i
Ly cigwd
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T BIG SKY FARMS INC,
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
‘ for the years ended June 30, 1998-2002
($000's except for per share amounts)

3. CAPITAL ASSETS

Net Book Vslue
Cost Sg;t;erré\i);ﬁtgg 2002 2001 ’ 2000 1999 1998

Jand - $1,655 3 - § 1,655 s 807 £1,025 § 808 § 497
Lagoons a;'\,d wells 8,986 504 8,442 2,801 . 2,866 1,176 G35
Build'ings.:: oo, s 4,622 46,300 17,873 18,996 12,463 5,222
Equipme(u‘ - 32,675 5,928 26,747 11,765 12,006 8,050 2,632
Assets under . 2,357 . 2,387 9266 - - 7,637 8,694
construction: . . Ry AT

) - $96.593 $11,054 $85.541 $72.512 $34,993 $30,140 $17,680

oo NoT T N o
Assets under construction includc new production units not fully operational as of year end.

4. BREEDING STOCK

Net Book Value

Cosl ﬁgggﬁl}gﬁ 2002 2001 2000 ‘ 1999 1998
Sows $5.991 $1,242 §4,748 §5,313 $-2,497 $2115 $1,214
Boart 168 34 134 79 a4 78 16
- $6,159 51277 54,382 $5,302 82581 52,193 $1,250

5. LONG-TERM INVESTMENTS

G o 2002 2001 2000 1999 1998
Genex ne. PO 512 $12 T $12 5
Other Shares 5 i B 1 y
NISA Abtpunt ~ “ECT . . . 186 ;
517 513 $13 $199 3

"

6. DEFERRED CHARGES

2002 2001 2600 1999 1998
3ite development costs 3328 524 $559 £32 $158
Pre-commissioning cosls: 3 % N

Cost . 3,270 1,628 1,348 1,536 890
Less: ﬁgcumulated amartization (1,143) (604) "’f“(‘;&) (85)

e it e 2,125 3,024 05 1,451 890

18 T VEL h $2,453 $3,048 $1,604 _____51,483 $1,048

Gross pre-commissioning costs includes interest on long-term debr of §1,182 (2001 - $855; 2000 - 3424; 1999 -
$683: 1998 - nil) and dividends on preferred shares of $2,028 (2001 — $1,549;:2000 - nil; 1999 - nil; 1998 - nil)
capitalized in accordance with the accounting policy described in Note 1. 0

i
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BIG SKY FARMS INC. e
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RIS for the years ended June 30, 1998-2002
($000's except for per share amounts)

L

7. BANK INDEBTEDNESS

2002 2001 2000 1999 1998
Overdraft loan $1,742 $3,769 §583 §476 $91
Operating loan 9,250 6,250 7,541 5,188 1.780
510,992 $10,019 $8.124 35,664 ﬂﬁ?l

Credit facilities are secured by all assets of the company and an assignment of insurance. The company had unused
short-term credit facilities of §3,508 as at June 30, 2002.

8. LONG-TERM DEBT
2002 2001 72000 1999 1598

Bank tetm loans bearing interest based on 4
senior debt ratio,"kqgg;_ently prime plus 1.75%
(prime Tate loans) and 2.75% (bankers
acteptance advances), decressing to prime plus
75% (enkerg acceptance 1.75%), repeyable in
monthly installments of $300 plus intcrest. In
additiom; an annygl:payment is required based
on & percentage of excess cash flow. Loans are
secured by all assets of the company and
assignirient of life insurance. The loans are

amortized over fifteen years and mature on June
30, 2005 347,886 §34,843 —§ 20,736 $16,369  $10,148

Subordinared debentures bearing interest at 8

weighifed average rate of 12.1%, rcpayable

monthly at $63 plus interest and a lump sum

payment of $5,000 on November 10, 2008.

Security is all assets of the company pari passu.

At the option of the debentre holders, $5,830 of S

the outstanding balance is convertible into JRAA

comman shares, ofthc company. 5,963 7,034 . 7850 7,580 1,388

Shorfiferm hog, ollA begring interest at 2.48%, e

repayable in ‘riioritRlly instalments of $9, secured

EIE < L e PR s ki o
gy a@%setg'&zf%%ﬁgaﬁg 48 192 1,172 1,644 -
Capitil leases Wi’ ifistalfments of §2 blended
princtpal and iAtercst, bEaring interest at 10.5%.
Thest debts are sécurcd by specific equipment of
the company ) 24 69 124 194 -
53,921 42,138 29,882 25,787 12,036
Less amounts due within onc year 5,018 4,689 - 4,484 2,318 1,168
448003  $37449  §25398 §23.469  S10,868

On Navember 10, 1998, the company issued a 35 million convertible subordinated debenture bearing interest at

primé%lus 4.5% per annum, less 7% until the fourth anmiversary, at which time the rate becomes prime plus 4.5%,

p;ayaig i monthly, The, debenture matures on November 10, 2008, is secured by a general assignment on all assets

1B

and ig conver(ble gt the.option of the holder into fully paid common shares at predetermined prices atany time until

}

Pena LT
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BIG SKY FARMS INC. .
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
for the years ended June 30, 1998-2002 \
($000's except for per share amounts)

10.

LONG-TERM DEBT (continued)

At June 30, 2002, the carrying amounts of long-term debt approximate fair values as determined by reference to
current matket conditions, except for the equity component of the $5,000 convertible debenture which has a fair
value of §1,471 and the equity component of the $23.000 convertible preferred shares which bas a fair value of

$£3,500.

Principal amounts due in each of the next five yeats are as follows:

2003 $5,018
2004 3,637
2005 3,600
2006 3,600
2007 3,600

The company has a syndicated credit facility with the Bank of Nova Scotia, National Bank, Farm Credit Corporation
and Bank of Montreal; with the Bank of Nova Scotia acting as administrative agent. Asat June 30, 2002, $6 million
o undraw rog], WL e agui, e
PR 2 SR oF O O S
Debt covenants on certain of the above noted debt had been breached as at June 30, 2001, The creditors impacted
by this breachrarc;aware ofithe circumstances surrounding the company’s inability to satisfy thesc covenants and
nave indigated thatthey do not intend to take any action at this time as a result of default.
5t ned 1y

SHARE CAPITAL

The company’s authorized sharc capital consists ofan unlimited number of common shares and an untlimited number
of voting, first preferred shares, Series 1 and non-voting first preferred shares, Series 2, convertible to common
shares, at the option of the holder, on a one to one basis at any time within five years from the date of issuc. The
preferred shares carry theright 10 rceeive a 5% cumnulative dividend during the first five years from the date of issue,
and a 10% cumulative dividend thereafter. Inaddition, the preferred shares carry rights of retraction and redemption
at a share price equal to the issue price plus accrued dividends, if any, at any time after seven years from the date

of issue. -

There agg;,ﬂ 5,197 gommon shares issued and outstanding at June 30, 2002&2@&) 1‘ - 3,630,025). During the year,
89,672 gemmon.shares weie issued for $384 and 4,500 common shares redeemed; for $1 8.

¥
There 3599,750,909 ﬁrstpreferred shares, Series 1 (2001 - 3,750,000) and 2,000,000 first preferred shares, Serics
2 (2001:52.2,000,000) dssued and oustanding at June 30, 2002. Due to the, conditions attached to these shares,
$2Q,;SQWS beﬁnmslﬂedas long-term debt for financial statement presentatien. -

C se Jmbigs 6
STOCK OPTI N PLANS

The company has 736,919 stock options, including 706,919 at an exercise price of $4.00 per share expiring June
30, 2010 and 30,000 at an exercise price of $4.21 per share expiring on June 30, 2011. The options vcst as to
235,639 on June 30, 2003, 245,640 on June 30 of each 2004 and 2005, and 10,000 on June 30, 2006. In addition
the cornpany has 575,000 stock options at an exercise price of $4.00 per share. Of these, 325,000 cxpire on July 6,
2005 and 250,000 expire on November 21, 2005. No options werc exercised or cancclled during the year.

RNt
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BIG SKY FARMS INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
for the years ended June 30, 1998-2002
($000's except for per share amounts)

11. FINANCIAL INSTRUMENTS

Risk Management

The cornpany is exposed 10 fluctuations in commodity prices and exchange rates. Declines in market prices
subsequent to year-end may have a significant impact on the value of inventory and breeding stock. The company
has entered into.contracts to partially hedge or manage jts exposures. The company Jdoes not anticipate any material
adverse effect on its financial position resulting from its involvement in these types of contracts, nor does it

anticipate non-performance by the counter parties.

i) Commodity Prices

The company is exposed to price risk on future hog sales and feed purchases. To reduce this risk, the company
held forward instruments selling 4,936 tonnes of lean pork at an average price of $1,838.54/tonnc (81.84/kg)
at June 30, 2002. In addition, the company held the following forward instruments purchasing fecd at hme 30,

2002:
, Average Price
18,620 tonnes of Winnipeg wheat “136.25 CDNS$/tonne
16,040 tonies of Alberta barley 139.99 CDN#§/tonne
9,600 tons of soybean meal 155.58 US¥/ton
- 5{%tons‘df'soybean oil 177.22 USS/ton
pr o ETPD i _ 1 T
ey piilee Rates
o ar aped oo oot Rl TR nany 80k

As?fmge‘ﬁbm”op of {hé company’s sales are settled in U.S. dollars, the company sells U.S. dollars forward to
rednde ifs fofeign exchange risk. At June 30, 2002, the company had entered into the following U.S. dollar
forward purchase contracts all maturing in less than six months:

Year Amounts (Cdn) Rate Range Rate

|, USS 2002 $ 10,500 $1.60 - 1,538 § 1.5684

148
iify - Interest Rates
Usder the terms of anew credit agreement with Scotiabank which requires the interest rate on 50% of bank debt
tobe fixed, the company entered into interest rate swap agreements with, §gotiabank:

60 prineipal” © Fixed Rate Tem *NMaturity
$17,5000 7.14% 2 years Octaber 2, 2002
$5,000 4.58% 2 years Septettiber 7, 2003

;:' e IR TN I

o Rt

g Irisfzg{idi'tipg qts f#ed rate, a banker's acceptance fee projected at 2.5% is charged.

SR

Rl
Credit Risk

The company has a small number of customers which increases the concentration of credit risk.

P | it

ot

o,
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BIG SKY FARMS INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
faor the years ended June 30, 1998-2002
(5000's except for per share amounts)

P. 20759

11. FINANCIAL INSTRUMENTS (continued)

Classification of Liability and Equity Component of Convertible Debenture and Preferred Shares

As described in Note 8, the company has issued a $5 million convertible subordinated debenture bearin

g interest

at prime plus 4.5% per annum less 7% until the fourth anniversary. The company determined that the discount rate

applicable to a debt-only instrument of comparable term an

d risk at the effective date of issue should have been

approximately 12%. As described in Note 8, the corpany has also issued $23 million in convertible preferred

shares. The company has assipned carrying amounts to the liability an
instrument in accordance with the substance of the contractual arrangements.

12. INCOME TAXES

The company’s statutory rate appro

d equity components of the financial

ximates 45% of income bcfore non-deductible interest costs on compound

financial instruments. The company has farm losses carryforward of $6.7 miltion. These losses expire in 2008 to

2010.
13. RELATED PARTY TRANSACTIONS

Duting the period, the following transactions werc conducted in the normal course of operations with related parties

and are mgasured at the exchange amount: cgid .
2002 2001 2000 1999 1998
Anima} Management Seyvices Ltd. riiea
Yetcgmary services & supplies $1,303  § 8_§2 3! $ 38 § 180
Harding Swine Veggrinary Services Inc. :
Vetegipary services i 101 3 70 46
. Saskatthewan Qpportusities Corporation ity
Interest: "‘:(:Q‘zd‘x:;.: witl 100 200 205 112 46
Saskatchewan Government Growth Fund
Interest e 224 311 347 297 147
Mitchell's Gourmet Foods Inc.
Intcrest 103 270 241 125 -
Market hog sales 45,921 26,077, 20,100 5,696 -
Crown Investments Corporation
Dividends 750 614 - - -
Crown Life Insurance Company
Dividends 400 328 .. - - -
In adc%tion outstanding related party balances at year end include
l)gAchunts;pWig ta:: L
Anirmal Management Services Ltd. 114 90 .5 - 54 34 65
Harding Swine;Veterinary Services 8 6.... 8 6 15
- Saskatchewan.Goyerpment Growth Fund 186 497 - o . 457 456 144
. :Saskatchewan Opportiinities Corporation 22 389« 175 174 46
#1Crown Investments Corporation 1,364 614 - . -
Crown LifcInsurance Company 728 328 - . -
Mitdhell's Gourmet Foods Inc. 7 . - . -
2) Accounts Receivable
Mitchell's Gourmet Foods Inc. 1,776 665 345 143 -
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= BIG SKY FARMS INC. o

_NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R R for the years ended June 30,1998-2002
($000's except for per share amounts)

14. COMMITMENTS

The company is connhitted 1o the construction and operation of a new 5,000 sow project. As part ofits commitment,

the company has entercd into numerous contracts with suppliers. shareholders and creditors. Management's estimate

of the toral cost of the project jis approximately $6.6 million. At June 30, 2002 ¢ 4 million had been expended.
Adequate financing has been arranged to complete the projects.

The company has entered inta a ten year hog supply agreement with Mitchell’s Gourmet Foods Inc. (Mitchell's)
whereby Mitchell's will purchase up t0 85% of the company’s hog production. The agreement COVers hogs
roduced in existing facilities plus future expansion to a total of 353,000 hogs per year. [n addition, Mitchell’s will
have the first right of refusal on an additional 145,000 hogs to a total of 500,000 market hogs. The price to be paid

by Mitchell's will be determined based on the sale of the remaining 15% of ‘the company’s hogs on a bona fide,
arm's length, commercial basis. The contract expircs in November 2010.

The company has.granted exclusive rights to Genex Inc. to gelect breeding s;@qi@«ﬁrgm their herd.

ed put fight to the Saskatchewan Government Growth Fund for 513,360 shares at $4.00. The
right has been axercised and the company is in the process of finalizing an agreement for the redemption of the

shares. 7 R B

Thé cofn[;gny granted a2

15. EARNINGS (LOSS) PER SHARE
' 2002 2001 - 2000 1999 1998

Numerétér of basic earnings per share:
§1927 $2005 % 674  $(1.126) 8 (253)

Net [ncome
'Weighted average shares outstanding (000's) 3,661 3,595 3,546 3,279 2,831
Basic earnings (loss) per share 5053 8 056:ctn§ 0.19 $(0.34) _$(0.09)
il ol H L ROU
Numer@t%r for diluted earnings per share: ‘; s
Net lfome "™ 2 1) s1o27 $2008 78 674 §(1126) S(55)
Dividehds on preferred shares 1,371 S - - -
et $3.298 )
T bR N

AT

Degony&ﬂto;fqglqggtec}‘sarmngs per share: £
3,546 3279 2831

Weighted average nurtiber of shares 3,661 3,595,

Convertible preferred shares 5,750 4,710 - - -
Stock options 86 - - - -
Total shares used in calculating carhings per share 9,496 8.305 3,546 3.279 2.831
Diluted earnings (loss) per share $0.35 $0.24 $0.19 $(0.34) 9 (0.09)

The a?érage market price of common ghares used for the year was $4.28 per share (2001 - $3.60).

chex}t}ucs convertible to 886,183 common ghares (2001 — 1,026,660) were oufstanding during the year but were
not intfuded in the computation of diluted earnings per share because the effectof the conversion was anti-dilutive.
Optians to purchase 1,281 ,900 common shares at $4.00 per share and 30,000 shares at $4.21 werc outstanding
duringthe year but werc not included in the computation of diluted earnings per shate in 2001 because the options’
cxercxrsn price was grcater than the average market price of the common shares. These options were still outstanding
at theiend of the year and expire in 2005 and 2006. - '

i o et

e

R . RS | ey
RRTIT RLOR et e SRR

ey

AU rRIRgRY

et T



FEB. 18. 2010 5:02PM NO. 3157 P 22/59
51

BIG SKY FARMS INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
’ for the years ended Junc 30, 1998-2002 -
(5000's except for per share amounts)

16. ACQUISITION COSTS

The company incurred legal, consulting and commitment costs in an effort to acquire the assets of an existing hog
operation. Due to economic conditions, the acquisition was not completed.

17. SUBSEQUENT EVENTS

a) Subscquent to year-end, the company sold two of its nursery units under a leaseback arrangement. The sale

proceeds of $8,000 will be used to construct additional capacity at Porcupine Plain. Leasc arrangements are for

payments of §1,075 per year for a term of ten years with an option (o extend the lease for an additional one to
five years. The company has the option to repurchase the units at the end of the term for 33,000.

b) Since year end, the company has been in negotiations with Big Sky Pinishers (No. 1) Inc. ("Finishers")
regarding the potential sale by the company to Finishers of three of its hog finishing bams and associated lands.
Finishers is in the process of filing a prospectus with the Saskatchewan Secyities Commission whereby ithopes

to issue preferred sbares in three tranches of 90,000 shares per tranchie at aprice of $10/share for total proceeds

of $900 (52,700 if all three tranches are sold out). The proceeds of cach tranche combined with mortgage
procéeds will be us ed 1o purchase the hog finishing barns from the company. Assuming the barns are sold, the
-company- wiltalso then become party to a confract finishing agreement whereby Finishers will agree to finish

the hogs for a fee and an option agreement whereby, in certain circumstances, at the option of the company or

Finjghers, the barns may be sold back to the company at a predeternined PRGE: .

ceqon Boosto egono it
18. COMPARATIVE FIGURES
CE o GUT T EYES T8

Certain of the prior years' figures have been reclassified to conform to the current year's presentation.
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CERTIFICATES

Certificate of the Issuer - Big Sky Finishers (No. 1) Inc.

Dated: January 15, 2003

The foregoing constitutes full, true, and plain disclosure of all material facts relating to the securities offered
by this Prospectus as required by Part XI of The Securities Act, 1988 and the Regulations thereunder.

(signed) John Beckton (signed) Lorianne Earis
President and Chief Executive Officer Chief Financial Officer

On behalf of the Board of Directors of Big Sky Finishing (No. 1) In.

(signed) Brad Wildeman

(sighed) Florian Possberg
Director

Director

Certificate of the Promoter - Big Sky Farms Inc.

Dated: January 15, 2003

The foregoing constitutes full, true, and plain disclosure of all material facts relating to the securities offered
by this Progpectus ‘as required by Part XI of The Securities Act, 1988 and'tte Regulations thereunder.

fope. ok Br R ) Lo
. (signed) Florian Possberg, (signed) Michael Deutscher,
President and Chief Executive Officer Chief Financial Officer
Unodel i ng (N
ced) B
Certificate of the Agent

Dated: January 15, 2003

To the begt of our kmowledge, information and belief, the foregoing constitutes full, true, and plain disclosure
of all material facts relating to the securities offered by this Prospectus,as required by Part XX of The
Securities Act, 1988 and the Regulations thereunder.

Union Securities Ltd;;} ';;;; i

o
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My oo

b ey
LE T

. ) ﬁ,f K i
By: (signed) John P. Thompson,
Chief Executive Officer



