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ASSET PURCHASE AGREEMENT
Dated for reference the 14" day of January, A.D. 2003,

BETWEEN:

BIG SKY FARMS INC., a body corporatc pursuant to the laws of the Province of
Saskatchewan, with office in Humboldt, Saskatchewan

(“Big Sky™)
| OF THE FIRST PART

-and -

BIG SKY FINISHERS (NO. 1) INC., a body corporate pursuant to the laws of the
Province of Saskatchewan, with office in Saskatoon, Saskatchewan

et e the AT

(the “Purchaser”)
OF THE SECOND PART

THIS AGREEMENT WITNESSES that Big Skyshall sell and transfer to the Purchaser
and the Purchaser shall purchase from Big Sky the Purchased Assets (as hereafter dcfined) onand subject

to the tcrms and conditions set forth in this Agreement.

ARTICLE 1.0 - INTERPRETATION

1.1 Defined terms

Forthe purposes of this Agreement, unless the context othepwise requires, the following
terms shall havestherespective meanings set out below and granumatical variations of suchterms shall have
corresponding meanings:

e 7

“Agreement” means this agreement and all documents, instruments and certificates

delivered by a Party pursuant to the terms hereof and all amendments made by written

agreement of the Parties; and the terms ‘hereof”, “herewnder” and similar expressions
refer to this agreement, and not (o any particular Article,"Section or other portion of the

> Agreement and references herein 10 a particular Article, Section, subsection or paragraph
are to Articles, Sections, subsections or paragraphs of this agreement;

"Applicable Laws" means, in respect of any person, préperty, transaction or event, all
applicable laws, statutes, rules, by-laws and regulations, and, for greater cerminty, includes
allorders, directives and decisions rendered by, and all policies, instructions and guidelines
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ofany Governmental Authority and any obligations or requirements arising under common
law, legally enforceable, meachcase, against or with respect 1o a pesson or the Purchased

Assets;

"Assumed Employees" has the meaning given such ﬁerrr;’ﬁlsgbscction 52(h) hereof;

"Barn #1", "Barn #2" and '"Barn #3", respectively, mean:

(8)

1S ‘§
At

REETIIN

”:8* arn

o

the bare lands legally described, respectively, as follows:

@  Surface Parcel #108475454
Reference Land Description: SE Sec 18 Twp 08 Rge 22 W2

Extension 0
As described on Certificate of Title 00SE21467
("Barn #1");
v freme
@)  Swurface Parcel #108475230 o
Reference Land Description: NW Sec 11 Twp 08 Rge 22 W2
Extension 1 '

. . Asdescribed on Certificate of Title 00SE21468:

1" ' and Surface Parcel #108461000
Reference Land Description: NW Sec 11 Twp 08 Rge 22 W2
Extension 2
As described on Certificate of Title 00SE21468
("Barn #2"),

(i)  Surface Parcel #143031631
Reference Land Description: SE Sec 12 Twp 33 Rge 07 W2

Extcnsion 0
As described on Certificate of Title 00Y07197
i (Barn#3") S
' i "‘f\ug .
(the '"Lands");and o
Whied s

all buildings located on each of the said Lands, respectively, as of the respective

. Closing Dates for the purchase of such Bams hereunder, including, in particular,

the 12,000 hog space finishing bam on each of the Lands (for a total of three
fimishing barns on the Lands) and all other buildings, waste storage lagoons and
other improvements located on or about such Lands including: all hog slats; hog
pens and penming materials and structurcs; fencing; feeding and/or watering
systems and controls; plumbing equipment, systems and controls; heating,

-4
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ventilating and/or air-conditioning cquipment, systems and controls; scales; power
washers, washers and dryers; and all other fixtures now located on or affixed to
the Lands or any of the foregoing buildings or improvements (the "Buildings");
and

(c)  all equipment located in, on or about the said Lands or Buildings and used in the
 Bushess as of the respective Closing Dates for the purchase of the respective
Batns hereunder (the "Equipment”), ‘

"and "Barn" means any one of such Bams and the Lands, Buildings and Equipment
included therewith, and "Purchased Assets” means for each of the three Transactions
hereunder, the Barn that is the subject of such Transaction, and, if and to the extent thcre
is a subsisting Crop Lease in effect with respect to such Bam at the Closing Date for the
purchase of such Bam hereundcr, &ll right, tile and benefit of Big Sky as landlord
thereunder, and provided, for greater cerlainty, none of thc Bams nor the Purchased
Assels shall include any hogs, feed, veterinary supplies or medications or any other goods
or items, whether located in or on the respective Barns orsotherwise, that, in accordance
with generally accepted accounting principles, form part ofiBig Sky's inventory;

"Business” means: .

© 7 Toads o s

() . the carrying on, on or in the respective Bams, of Hog;finishing operations by Big

¢ 'Skyprior to the Closing Datc, and after the Closing Date the carrying on, on or

o in the respective Bams, of hog finishing operations by the Purchaser consisting of
i " the feeding, raising and caring for of "feeder” hogs owned by Big Sky m

+~ accordance with the provisions of the Contract Finishing Agreement (the "Hog

Operations"); and

® O the growing and harvesting of agricultural crops by Big Sky prior to the
Closing Date or by the Purchaser after the Closing Date or, pursuant to
a Crop Lease, by third parties; and/or 1.
Bo

@) the disposal of manure produced by the:f16g:Operations,

“Rust: on those arable portions of the Lands that are not used or required for the Hog

Operations;
S gt
"BusinéésDay"means any day except Saturday, Sundayor ary statutory holiday in the
Provincerof Saskatchewan;

i 4
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"Closing" means, with respect to each of the Transactions, the completion of such
Transaction by the delivery and exchange of documents and monies as contemplated by
Article 5.0 hereof;

"Closing Date" means, with respect to a Transaction, the 'First Closing Date", "Second
Closing Date" or "Third Closing Date", as applicable, as those terms are defined n Section
5.1 hereof;, .

“Contract” means any agreement of any nature or kind whétsocver wiitten or verbal;
“C'r(')’pylé‘a se" means any lease, licence, tenancy agreement or similar agreement or
ammangement, whether written or verbal, between either Big Sky or the Purchaser and any
third party permitting arable portions of the Lands that are not used or required for Iog
Operations to be used by such third parly for the growing and harvesting of agricultural
CIOpS;

"Encumbrance” means any encumbrance, lien, charge, hypothec, pledge, mortgage, tile

retention agreement, security interest of any nature, adverse claim, exception, reservation,

easement, right of occupation, any matter capable ofregistration against title, option, right

of pré-emption, privilege or any Contract to create any of the foregoing;

oy Rt (o1 B

“Envirofimental Laws” means all Applicable L.aws relating to environmental matters,

including the protection of the environment, occupational health and safety matters or the

mianufacture, processing, distribution, use, treatment, stordg¥sdisposal (including but not
 limited to- storage and disposal of manure), recycling, packaging, transport, handling,

“édntginimient, clean-up or other remediationor corrective action of Hazardous Substances;

wraey 1

“Governmental Authority” means any government, regulatory authority, agency,

ministry, tribunal, department, comission, board, minister, director, governor, municipality

or court, or other law, regulation or rule-making entity;

“Hazardous Substance” means, as defined by Environmental Laws, any pollutant,
conlaminant, chemical, hazardous material, waste (including, without limitation, subject
waste, liquid industrial waste, other industrial waste, t6%d¢ waste or hazardous waste,
asbestos or any substance containing asbestos, the grouptof brganic compounds known
as polychlorinated biphenyls, lead, hydrocarbons, cadmium, flammable cxplosives,
‘thdioactive materials, chemicals known to cause cancer orieproductive toxicity, pollutants,
effluents, contaminants, emissions or related materials landiiany items included in the
defiriition of hazardous or toxic wasle, materials or substanged imder any Environmental
Laws);to a1 PRCKA i
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“Materml Contract” means any one of the following agreements made or to be made
between the Parties and “Material Contracts” means all of the following agreements

collectively:
(a)  this Asset Purchase Agreement; and
(b) the:

@® contract finishing agreement (the ‘Conu-act Finishing Agreement”);
()  indemnity agreement (the 'Tndemnity Agreement") and

()  option agreement (thc "Option Agreement")

- described in subsection 5.2(b) bereof;

jﬁ“i\;ﬁfftg’,%iigé(s)" has the meaning given such term in Section 3.5;

Hat

"pérmitted Encumbrances” roeans, with respect to cach Bam:

(a)

(b)

©

‘cdS
©

®

servitudes, casements, restrictions, ights-of-wayand other similar rights, provided
the same are not of such nature as to materially adversely affect the use of the Barn
in the operation of the Business;

liens for taxes either not due and payable or due"but for which notice of
assessment bas not been given; o Vi: ,
vy

undetermined or inchoate licns, charges and pnvﬂeges incidental to current
‘construction or current operations and/or Encmnbr’étnccs ofany nature whatsoever
clamzed or held by any Governmental Authority that have not at the time been filed
‘orreglstered against itle or that relate to obligations that are not due or delinquent;

zsecunty given In the ordinary course of the Business to any utility supplier or
Govemmental Authority in connection with the operation of such Business, other
than security for borrowed money,;

the reservations in any original grants ffom the Cfrown or interest therein and
statutoryexceptions to tifle that do not materially detract from the value ofthe Barn
or materially impair its use in the Business;

i )
fhe interest of the respective parties inthe Barnpurstiént to the Material Contracts,
including, for greater certainly but not to limit the generality of the foregomg, the

28/59
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interests of any lender of Big Sky claiming an interest in the Bam pursuant to an
assignment of any Material Contract as security for any obligations now or
hereafter owing by Big Sky to such lenders;

(@  the Mortgage(s);

()  may Crop Leases subsisting at the Closing Date for the purchase of the Bamn
hereunder; and

@ | any other Encumbrances expressly penmitted by tﬁls Agreemcnt or otherwise
' mutually agreed upon by Big Sky and the Purchaser‘;’"’ a

"Pamcs” means Big Sky and the Purchaser and their respechve successors and peritted
assigns; .

"Prospectus " means the (final) prospectus of the Purchaser mlatmg to the offering and
d1stn‘butlon of a maximum of 2,700,000 first preferred sharcs of the Purchaser (together
with any amendments thereto for which a receipt is issued by the Saskatchewan Securities
Commission) and, unless the context indicates otherwise, whenused in this Agreement the
terms "Agency Agreement”, "Agent”, "Maximum Offering”, "Minimum Offering",
"Offering”, 'Shares", "Tranche", "Tranche #1", "Tranche #2", "Tranche #3" and all
other tenms used but not otherwise defined herein shall have the meaning givensuch terms

in the Prospectus;

"Senior Credit Agreement" means the Amended and Res ated Credit Agreement made
as of June 26, 2002, as amended by a First Amendimg Ag},ement and Consent made as
of Septétnber 16, 2002, between Big Sky, Drycast Systems Inc. and the Senior Lenders,
.and as further amended bya memorandum to Big Sky dated November 8, 2002 and by
"2 icond Amending Agreement made as of 13 Decenibél} 2002, pertaining to certain
‘crédit facilities provided by such Senior Lenders to Big Sky, as the same may from time
‘tig time be further amended, supplemented, restated or replaccd
! "G “U :

f”S;amoxL Lenders" means the Bank of Nova Scotia, as Adminisirative Agent under the
"Sér'nor Credit Agreement and the Lenders as defined in the Senior Credit Agreement and
any future lenders to Big Sky, and agents thereof, should t’ne Senior Credit Agreement be
replaced at any time;

i
1.

"Services" has the meaning given such term in Section 3.1 bereof;

"Transactions" means the three separate transactions of‘purchase and sale hereunder,
mcludmg the purchase and sale of Barn #1, the purchasé and sale of Barn #2 and the

oy e
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purchase and sale of Barn #3, respectively, and “Transactmn” means any one of such
Transactions as the contexts requires or permits. :

1.2 Currency

Unless otherwise indicated, all dollar amounts in this Agrocment are expressed inCanadian

1.3 Sections and Headings

The division of this Agreement into Articles, Sections and subsections and the insertion of
headings arc for convenience of reference only and shall not affect the interpretation of this Agreement.

14 Number, Gender and Persons

In this Agreement, words importing the singular number only shall include the plural and
vice versa, words importing gender shall include all genders and words uﬁportmg persons shall include
individuals, corporations, partnerships, associations, trusts, umncorpomted otgamzanons governmental
bodles and other legal or business entities of any kind whatsoever.

Carre oy

1.5 Governing Law o
Tirdges s SoErtare o
This Agreement shall be construed, interpreted and enforced in accordance with, and the
respective rights and obligations of the Parties shall be govemed by, the laws of the Province of
Saskatchewan %hﬁ‘“fhe federal laws of Canada applicable therein, and each Party irrevocably and
unconditionally submils to the non-exclusive jurisdiction of the courls of such Province and all courts
competent to hear appeals therefrom.

1.6 Entire Agreement

This Asset Puxchase Agreement, together with the other Material Contracts, contains the
entireagreement betweenthe Parties related to the subject matter hereof and‘rt 1s admitted so that they shall
be fofever estopped from asserling to the contrary and, except as is or ﬁﬂﬁ'ﬂ ‘be contained in another
Material Contract; there is no condition precedent or warranty of any natuf® Whatsoever and no collateral
warrarity or covanzml whatsoever to the within Agreement.

17 Severbility ek

e 4 ‘provisions of this Agreement are to be constiued as‘coircnants and agreements as
hibughi fhe woRls Tipofting such covenants and agreements were used in ‘each separate Article, Scction
and strﬂsechonhéreof Should any provision or provisions of this Agreement be illegal or unenforceable,
itor they shall be cons1dcred separate and severable from the rest of this Agreement, and the remaining

JOR) e 4
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I My
provisions shall remain i force and be binding upon the Parties as though the said provision or provisions
had never been included.

1.8 Statutes

Except where otherwise expressly set forth herein, any refercnce hereinto a statute includes
a reference to such statute and its regulations, with all amendments in force from time to time, and to any
statute or regulation that may be passed which has the effect of supplemen’nng or superseding the statute
or regulatxon so referred to.

19 Successors and Assigns

This Agreement shall enure 10 the benefit ofand shall be binding onand enforceable by the
Parties and, where the context so permits, their respective successors and assigns, provided that ncither
Party shall assign any of its rights or obligations hereunder without the prior written consent of the other
Party, and further provzded that Big Sky may assign this Agreement in whiol§ or in part to the Senior
Lendcx@is oo“h?ff?t‘l}a’lisc&ﬁity for its obligations under the Senior Credit Agreement.

i 1}”‘*3

110 ° Schedules
The following Schedules are attached to and form part of this Agreement:

Schedule "A" - Allocation of Purchase Price

Schedule "B" - Form of Contract Finishing Agreement
Schedule "C" - Form of Tndernnity

Schedule "D" - Form of Option Agreement

‘ ARTICLE 2.0 - TRANSACTIONS |
I O obng e e

g{jeeinent of Purchase and Sale
Ay L

oﬁ and *subjeci‘m%{he terms hereof in three separatc Transactions, Bam #1, Barn #2 and Barn #3
respectively, at and for a price per Bam (subject to adjustments as described in Sections 2.3 and 2.4
hereof) of $3,550,000 (the "Purchase Price") for an aggregate Purchase Price if all three Bamns are
purchased of $10,650,000.

22 Allocation of Purchase Price

: The Purchase Price for each Bamn shall be allocated between the Lands, Land Services,
Buildings and Equipment comprising such Barn in the amounts described in Schedule "A".
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23 Interest

Any portion of the Purchase Price that is not paid to Big Sky by the applicable Closing
Date shall, until paid, bear interest apainst the Purchaser and in favour of Big Sky al the rate of interest
under the Mortgage, but in lieu of the Purchaser paying any such interest to Big Sky, the amount of interest
5o calculated and payable may be setoff against monies payable by Big Sky to the Purchascr under the
Contract Pinishing Agreement as such foes and monies become payable thereunder.

24 Adjustments

All revenues and expenses relative to the respective Bams and their operation, iocluding
property taxes, utilities, insurance, wages and/or salaries and associated payroll costs of Assumed
Employces and other items that are nopmally the subject of adjustment in commercial real estate
transactions (other than interest whichshall be dealt with as set forth in Section2.3) and/or that are or shall
become the responsibility of the Purchaser pursuant to the Contract Finishing Agreement shall be the
responsibility of Big Sky prior to the Closing Date of the respective Transactions and shall be the
responsibility of the Purchaser as and from such Closing Date and all such-items shall be adjusted for as
ofthe Closing Date with the net amount of suchadjustments (o be added to o deducted from the Purchase

Pnce 1‘05 cach of the respective Barns. o
e mmen ARTICLE 3.0 - SERVICES
N Coren z ‘ : “}«i'zc’}*‘

31 Y ‘Géneral

B4y 148 or shall perform the services described in this Article 3.0 (the "Services") for
the benefit of the Purchasm all of which Services shall be performed and/or provided at the expense of

Big Sky o i ‘
32 Organizational Services
Big Sky shall:

(a)  prepare and where applicable file with appropriate regulatory authorities, or cause to be
“ so prepared and filed, articles of incorporation, notice ofﬂlfectors, notice of registered
o office, bylaws, minutes of directors and sharcholders orgamzatxonal mestings, financial
. statements and records and all other documents, forms and. filings necessary or reasonably
desirable to form, qualify and, pending the completion or discontinuance of the Offering,
oontxmle the Purchaser as a validly incoxporated and subsisting corporation pursuant to
The Busznass Corporations Act (Saskatchewan),
() . ’&g; ) of rcxmburse the Purchaser, for all fees, honorarums and expcnses of the Purchaser's
dxrectors and officers pending the completion or discontinuance of the Offering; and

fore

AR
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FE 1 CONE S

© prcpare the Material Contracts and pay all costs associated with the Closing of the
5 Transacuons hereunder, inchiding without limitation, paying all land titles costs and fees for
transfemng the Bams to and registering the Barns in the name of the Purchaser.

33 The Offering

Big Sky shall assist the Purchaser in preparing the preliminary prospectus and the

Prospcctus (including any amendments thereto) and shall pay all costs associated with the Offering,

including but not limited to, legal and accounting costs relative to the preparation of the preliminary

prospectus and Prospectus, printing costs, regulatory filing fees and all other CXPEDS% of whatsoever kind
and nature reLmng to the Offering.

34 Agent's Fees

nhout himiting the generality ofSection3.3 hereof, BwSkyshall pay all fees, commissions
and applicable exp%pses of the Agent for the Offering in accordance with the Agency Agrecment.
{¢' prepac i s

35 ' Mortgige Financing

Big Sky shall assist the Purchaser in arranging mortgage financing with one or more
Canadian chartered banks, credit unions, governmental agencies ot other lending institutions (collectively
the "Mortgagee") in a principal amount for each Barnpurchased by the Purchaser hereunder of not less
than $2,650,000 (for an aggregate of $7,950,000 if all threc Barns are purchased) (the 'Mortgage
Financing™) which Mottgage Financing shall:

PN

"‘7"‘(a) be repayable, together with interest, by the Purchaser over”an amortization period of
: apprommately 15 years;

(b) bé Secured by a first mortgage or mortgages of thc Bams to be ‘granted by the Purchascr

to g.he Mortgagee, together with such additional secunty as may be requircd by the

L MSrtgagee and which additional security may include a ﬁmt orfgage and/or first charge

¢ PR Setiinty interest in all other present and afier-acquired real arid personal property of the

f mechaser including, without limitation, the assignment by the Purchaser of some or all of

1ts'interests and rights under the or any ofthe Material Contracts (all of the foregoing being
referred to as the "Mortgage"); and

(¢)  beused by the Purchaser, together with the proceeds ofthe Offering, to pay the Purchase
' Price for each of the Barns that the Purchaser acquires pursuant to this Agreement.

Inconnectionwiththe foregoing, Big Sky shall pay all costs associated with the preparation
ofthe Mongagc and all necessary related docurnentationand shall pay to thc Mongagee and, ifapplicable,
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any moltgage insurers, appraisers, brokers and others all fees required by them with respect to the
placement of such Morlgage Financing including application and/or standby and/or placement and/or
commitment and/or processing and/or finder's fees, and shall additionally pay.all legal costs associated with
the preparation of the Mortgage and the registration of such Mortgage against tille (o the Bams in the
Saskatchewan Land Registry and i such other public offices for the registration of sccurity as the
Mortgagee or its sohcnors may require or deem necessary.

ARTICLE 4.0 - REPRESENTATIONS AND WARRANTIES

Each of Big Sky and the Purchaser represenl and wanant to the otber as set forth in
Secnons 4.1 t0 4.5 nclusive hereof, and Big Sky additionally represents and warrants to the Purchaser as
set forth in Sections 4.6 to 4.12 hereof, and each acknowlcdges and confirms that the other is relying on
such representations and warranties in cormection with the purchase and sale of the Purchascd Assets
hercunder:

41 Organization

It is duly incorporated and organized and validly subsisting a8’ a corporationunder the laws
offlie Province of Sdskatchewan and it has the power to own or lease its prépériy, to carry onthe business
now bemg conducted byit and/or to be conducted by it as contemplated by the Material Contracts, and
to entet fnlo this Ag sement and perform its obligations hereunder. o

LN 1 1A S 0 e

4,2 Authorizaﬁon Cer e
¢ VA
S Tlus Agreement has been duly authorized, exccuted and dehvcrcd by the Parly and is a
legal, valid and ‘bmc‘img obhgauon of such Party, enforceable against such Party by the other Parly in
accordzince withits terins, except as enforcement may be limited by bankruptcy, insolvency and other laws
affectmg the rights of creditors generally and except that equitable remedies may be granted only in the
discretion of a court of competent jurisdiction.

4.3 No Violation

The execution and delivery of this Agreement by the respcctxve Parties and the Closing of
the r&slpechvc Transacnons hereunder will not result in either: '

;(a) o the brcach or violationofany of the provisions of, or oonstﬁ»%. a default under, or conflict
T2 iflr of canse the acceleration of any obligations of such Party under:

' (1)‘ T .any Contract to whichsuch Party is a party or by which it.or any of its properties
are bound

Jlais cogen
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) any provision of the articlcs, bylaws or other consmung 3'ocumcnts of the Party or
7. any resolution of the board of directors or shareholders of such Party;

(@)  any judgment, decree, order or award of any court, governmental body or
arbitrator having jurisdiction over the Party or any of the Purchased Assets;

(v)  any licence, permit, approval, consent or authorization held by such Party or
necessaryto the ownership and/or operation of the Purchascd Assets by either Big
Sky or the Purchaser as contemplated by the Material Contracts; or

(v)  any Applicable Law; or

(b)  thecreationor imposition of any Encumbrance on auy of the: Purchased Assets, other than
B Permitted Encumbrances. REITHE

4.4 Fonsmts and Approval
L @iy,

. 'Ihem i$ 16 requirement for the Party to make any filings wﬂﬁ, gwc any notice {0 or obtain
any hcence, permit, certificate, registration, authorization, consent or approval of any Governmental
Authority as a’ ‘tondition to the lawful Closing of the respective Transactions contemplated by this
Agreement and there is no quuxrcmeut under any Contract to which such Party is a party or by which it
or the Purchased Assets are bound to give notice 10, or to obtain the consent or approval of, any party to
such Contract, except for such consents and approvals as shall have been obtained on or prior to the
applicable Closing Date and, in particular, but without limiting the generahty of the foregoing, except for
such consents and approvals as shall be obtained as conditions of Closing hereunder as contemplated by

Section 5.2 hereof,
4.5 ) Residency -
(P R A
1t5 4 resident of Canada. :
4.6 fNii‘Oth‘ér Agreements to Purchase

*N‘o pefsbu other than the Purchaser has any writtenor oral agreement or option or any right
or pnvﬂége (wﬁéther bylaw, pre-emptive or contractual) capable of becoming an agreement or option for
the purchasc or acqmsmon from Big Sky of any of the Purchased Assels.

4.7 g Status of Business

? The Business is the only business operation cartied on by Big Sky on or in respect of the
Purchased Asscts and the Business, together with the use of the Purchased Assets in connection with the

Business, is being carricd on by Big Sky in compliance with all Applicable Laws.

. A s H
& LTI SR ¥
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4.8 Title to Purchased Assets

. Big Sky is the registered owner of an estate in fee simple in all real property comprised in
the Purchased Assets and is the bencficial owner ofall Purchased Assets, with a good and markctable title
thercto, and having the exclusive right to possess, use and occupy the Purchased Assets, frce and clear of
all Encumbrances other than Permitted Encumbrances.

4.9 Status of Buildings and Equipment

’l‘he Bmldmgs and Equipment included in the Purchased Assets have been constructed
a.nd/or msta.lled and are being used and operated in compliance withall Applicable Laws, and all material
structural components of the Buildings, including all roofs, rooftrusses, load bearing walls, concrete flooring
and foundations are free of any material design defect and are reasonably fit for the intended purpose for
which such Buildings are to be used by the Purchaser under, and for the Term contemplated by, the

Contract Finishing Agreement.
4.10 Environmental

To the best of the knowledge of Big Sky, after reasonable fiquiy:
: Wy

(@  the Business and the Purchased Assets have been and até i compliance in all material
EE Y respects withall Environmental Laws inchiding, without limitation, all requirements of The
!Agricultural Operations Act (Saskatchewan) relating to inlensive livestock operations;

®) ing Sky has not received any notice of, nor been prosecuted for any offence alleging, non-
) t’omp’liéﬂée withany Environmental Laws relatmg to the Busmsss or Purchased Assets and
has not ‘settled any such allegation of non-compliance short of prosecution;

[

(©) Big Sky has not received any notice that it is potentially responsible for any clean-up or
B corrective actionrelative (o any of the Purchased Assets or to the Business carried onwith
or in respect of such Purchased Assets.

4.11 Property Taxes

All municipal property taxes in respect of the 3ams havéﬂ‘becn paid in full, other than
property taxes for the current year whichare accruing but are not as at the. date hercof and shall not as at

SE

the respective Closing Dates be due.
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4.12 : Conduct of Business

Loand
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Until the respective Closing Dates or earlier termination of this Agreement, Big Sky shall
continue to own the respective Bamns and operate thereon the Business in the ordinary and notmal course
consistent withpast practises and/or as may be otherwise permitted or required pursuart to this Agreement.

4.13 Survival of Representations, Warranties, Covenants and Agreements

To the extent that they have not been fully performed at or prior to the applicable Closing
Date, the representations, warranties, covenants and agreements of each of the parties hereto contained
in this Agreerment shall continue for so long as the Contract Finishing Agreement remams in effect and for
a period of two years following the termination of the Contract Finishing Agreement, provided that the
representauons and warranties of Big Sky in Sections 4.6 and 4.8 shall survive indefiniicly.

ARTICLE 5.0 - CLOSING
5.1 Timing, Sequence and Dates of Closing

» The parties acknowledge and agree that (he three Transactions hereunder may Close at
differcﬁt,’times and, subject to Section 5.2, shall Close, in sequence as [‘ollqws:

(8  the Barn #1 Transaction shall Close at the time and on the date of closing of Tranche #1
ofthe Offering (the "First Closing Date") but the Closing ofthé Barn#1 Transactionshall
and shall be deemed to have occurred immediatcly prlor to the closmg of Tranche #1 of
lhc Oﬂ°enng;

V,,, [
Lidhs 4

N ‘tis ‘Barh #2 Transaction shall Close at the time, on the d;iﬁ';x hnd concurrently with the
b ciosiﬁg ojt‘ Tmnche #2 of the Offering (the ‘Second Closing Date"); and

(c)  the Barn #3 Transaction shall Close at the time, on the date and concurrently with the
closing of Tranche #3 of the Offering (the "Third Closing Date").

52 Conditions of Closing

: The Closing of each Transaction hereunder shall be subject to each and every of the
C0nd1t10ns of Closing as described i the Prospectus applicable (o the corresponding Tranche of the
Oﬁ'enng having been satisfed, and to such Tranche having closed throu gh thc I'CCClpt and acceptance by
the Purchaser of fully paid subscriptions for 90,000 Shares, at $10.00 per &} iare, yiclding gross proceeds

1o the Purchaser from that Tranche 0f $900,000, and to the following condﬁ:!éﬁ‘s ‘(Wthh nclude but are not
limited to the Conﬁmons of Closing described in the Prospectus): " e

IR

:(a) Moxtgage Financing - An offer of credit acceptable to Blg Sky and the Purchaser for
B Morfgagc JFinancing in the principal amount of $2,650 OOO for; the Bamn that i the subJect
‘of the Tranisaction, and otherwise on substantially the terms described herein and in the
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Prospectus, shall have been received by and/or for the Purchaser and the Purchaser, and
tfappl;cable Big Sky, shall have executed all Mortgages and’ otﬁer documentation and shall

h havc doue or caused to be done such further acts and things as may be required pursuant
to such offer of credit to allow for the advancc of the Mortgage Financing to be made
thereunder, subject only 10 registrationofthe Mortgage i the Saskatchewan Land Registry
and the Purchaser and, ifapplicable, Big Sky and the Mortgagee shall have exccuted such
additional documents and agreements as may be required by the terms of any other
Material Contract;

()  Material Contracts - Big Sky and the Purchaser shall have execuled and delivered the
’ following: ;

@ a Contract Finishing Agreement in respect of the Purchascd Assets pursuant to
wlnch the Purchaser agrees to finishhogs inthe Purchascd Assets onbehalf of Big

(n)” an Indemnity Agreement pursuant (o which Blg Sky‘ !
Rt gfunst certain losses or claims that may be asscrted ‘against the Purchaser in
“respect of environmental matters pertaining to the Purchased Assets; and

Gn) ‘an Option Agreement between Big Sky and the Purchaser providing for the
repurchase and sale of the Purchased Assets by Big Sky from the Purchaser m
certain circumstances as more particularly described therein,

insubstantially the forms attached hercto as Schedules 'B", "C"and "D, respectively, with
such alterations or amendments thereto as may be mutually agreed upon by the Parties;

()  Consent of Senior Lenders - The Senior Lenders shall have consented to (he
Transactions contcmplated hereby and by the Matenal TContl -acts and shall have
discharged or agreed to discharge the particular Bamn that & & fhie subject of the Transaction
from the secirity granted under or in conoection with the Scnior Credit Agrecment, all on

temms satisfactory to both Big Sky and the Purchaser acting reasonably, and each of Big
'Sky, the Purchaser and the Mortgagee shall have exéEﬁ ‘and delivered all such

‘ ;.docmnems and agreements as may be required by the Seﬁﬁ*o‘r Lenderb as a condition to
such corisént;

(d) iRépresentations, Warranties, Covenants and Agreements of Big Sky - The
representations and warranties of Big Sky contained in this Agreement shall be true and
correct in all respects at the Closing Date with the samc force and effect as if such
representations and warranties were made at and as of the Closing Date and all terms,
covenants and conditions of this Agreement to be complied with or performed by Big Sky
at or before the Closing Date shall have been complied with or performed;
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(¢)  Big Sky's Closing Deliveries - Big Sky shall have executed and delivered, or made
ammangements satisfactory to the Purchaser for the execution and delivery of, the closing
documents referred to in subsection 5.3(a) bereof;

@ Representations, Warranties, Covenants and Agreements of the Purchaser- The
repr&sentahons and warranties of the Purchaser contained in this Agreement shall be true
and correct in all respects at the Closing Date with the same' force and effect as if such
representations and warranties were made at and as of the Closing Date and all terms,

. covenants and conditions of this Agreement to be complied with or performed by the
" “Purchaser at or before the Closing Date shall have been complicd with or performed;

(8)  Purchaser's Closing Deliveries - The Purchaser shall have executed and/or delivered,
or made arrangements satisfactory to Big Sky for the execution and/or delivery of, the
closing documents and for the payment of the Purchase Price as contemplated by
subsection 5.3(b) hereof;

)  Assumed Employees - Prior to the First Closing Date, Big Sky shall provide to the
Purchaser a listof the names of six fitll-time cmployees of Big Sky who at the First Closing

Date are or will be employed in Bams #1, #2 and #3, respectivcly (the “Assumed

, Fn1ployees") specifying thefr respective length of service, age, title and ratc of salary,
wages or other compensation together with particulars as ' ahé/ ottier benefits applicable
‘fo'stich émployecs and any other information that is orrcas% sty may be material to their
employmcnt Unless otherwise agreed by Big Sky and the Piirchaser with respect to such
Assumed Employees, Big Sky shall terminate their employm%f :nh Big Sky eflective as

. 6f t"'e First Closing Date and the Purchaser shall offer employmment to all such employces
L&' ek of the First Closing Date on terms and conditions which, subject to the

) Contract Finishing Agrecment, are substantially the same as the terms and conditions
b ‘applicable to their employment by Big Sky as of the First Closing Date. Big Sky shall be
respopsible for all wages and/or salaries and associated payroll costs of Assumed
Employees up to the First Closing Date and the Purchaser shall be responsible for such
wages and/or salaries and payroll costs from and after the First Closing Date. Additionally:
(i) Big Sky shall be responsible for all costs associated with terminating the Assumed
Employees and, in fhe event any such Assumed Employees do not accept employment
with the Purchaser, Big Sky shall indenmify and save harmless the Purchaser in respect of
any such costs of termination; and (4) in the event thaf dny Assumed Employees'
employment with the Purchaser is terminated by the Purchascr within one year of the First
Closing Date, Big Sky will indemnify the Purchaser agamsf \'AmmS made against the
‘Purchaser by or on behalf of such terminated employce, fé} wrongful dismissal to the
extent, if any, that the claim for damages is based on the; dlﬁ’efence if any, between the
‘reasonable notice that the Purchaser would be required to give such terminated employee
br‘her employment not commenced until the First Closfig Date and the reasonable
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1 éﬁy prior period during

@ ("‘losi‘ngof ham #2 - At or prior to the Closing of the Tré;lsacudh of purchase and sale
of Barn #2 all conditions of closing applicable to the purchase and sale of Barn #] shall
have been satisfied; and

G) Closing of Barn #3 - At or prior to the Closing of the Transaction of purchase and sale
of Bam #3 all conditions of closing applicable to the purchase and sale of both Ban #1
and Barn #2 shall have been satisfied.

The condition that the applicable Tranche of the Offering be closed and the conditions described in
subsections 5.2(a), (b), (c), (), (i) and (j) are for the mutual benefit of Big,Sky and the Purchaser and if
such conditions are not performed at or prior to the applicable Closing Date, ejther party may terminate
this Agreement. The conditions described in subsections 5.2(d) and (e) arc for the exclusive benefit of the
Purchaser and may be waived by the Purchaser, but if such conditions are; o’cRerfonned by Big Sky, or

waived by the f’urc(haser, at or prior to the applicable Closing Date, ﬂae%umﬁaser may terminate this
Agreement. The gond1 jons described in subsections 5.2(f) and (g) are for&ie exclusive benefit of Big Sky
and may be waig) by Blg Sky, but if such conditions are not performed by the Purchaser, or waived by
Big Sk§ ator p ‘ to ﬁxé applicable Closing Date, Big Sky may terminate this Agrecment. For grealer
certainty, where'a Transaction has closed inaccordance withthis Agreement and a siubsequent Transaction
s to close as’a 'result of the non-performance (or non-waiver) of any of the aforesaid Conditions of
Closing, the failure to Close such subsequent Transaction shall not affect the validity of the previous
Transaction and this Agreement shall remain in full force and effect Wlﬂl respect to such previous

Transaction.

53 Closing Deliveries and Logistics

)

“ 0n or prior to the Closing Date for each Transaction:

”‘~(a) Bié Sky slmll deliver to the Purchaser:
3 Y“[

" ] b g(ﬁ?‘? fa Statement of Adjustments setting forth all adjdédﬁénts to the Barn Price as

* contemplated by Section 2.4 hereof; g é"
;,:; g ’ he E

"l original copies of all Material Contracts cxecuted by Big Sky (other than
" Material Contracts executed and delivered at a previous Closing Date);

'@ a transfer of the Bamn and, if applicable, discharges and/or postponements (the
"Applicable Discharges") (or undertakings of Big Sky and/or its solicitors to
obtain and provide and/or register such Applicable Discharges) of all
Encumbrances registered against title to the Barn, in form sufficient to cause title
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to the Bam to issue in the name of the Purchaser free and clear of all
encumbrances save and except Permitted Encumbrances;

(v)  if applicable, a Bill of Sale specifically identifying the Equipment included in the
Purchased Assets that are the subjcct of that Tmnsactxon and transferring title to
such Equipment to the Purchaser;

v) if applicable, an assigrment by Big Sky and assumptmn by the Purchaser of the
Crop Leasc; and

"G such other docurnents and agreements as may be required in connection with or
'+ as a consequence of, or to evidence the satisfaction of, any of the conditions of
Closing enumerated in subsection 5.2(a) to 5.2() inclusive;

(b)  the Purchaser shall deliver to Big Sky:

® the Purchase Price, plus or minus adjustments as set forth in the Statement of
Adjustments referred to in paragraph 5.3(2)(i) hereofl (and/or such undertakings
and assurances as may be acceptable 1o Big Sky and {he Senior Lenders or their
respective solicitors for the payment of such Purchase Pnc;)

(i)  the Material Contracts executed by the Purchaser (other than Material Contracts
- executed and delivered at a previous Closing Date), and

@) such other documents referred to in subsection 5.3(a) hereof that may require the

mgnamre of the Purchaser together withsuch other documents and agreements as
‘may be required in connection with or as a consequence of, or 1o cvidence the
“satisfaction of, any of the conditions of Closing enumerated in subsections 5.2(a)
to 5.2(j) inclusive; and

o

i

‘(c)  BigSkyand/or the Purchaser shall additionally execute and deliver to and in favour ofone
another and/or to and i favour of such third parties as may be necessary in the
circumstances, such additional documents, certificates, assurances and agreements as may
be necessary or reasonably desirable to completeand Close the Transactioninaccordance
with the terms and intent of this Agreement. ; :

ARTICLE 6.0 - GENERAL AND MISCELLANEQUS

6.1 Waiver of Legislation

‘The Purchaser agrees that The Land Contracts (Actmns‘) Aéz‘ (Saskatchewan) and The
Limitation of Civil Rzghts Act (Saskatchewan) shall have 10 application ¢ this' Agreement, any other
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Matenal Contract or to any agreement or instrument renewing or extcndmg or collatcral to this Agrecment
or any other Material Contract and the Purchaser hereby expressly wawcs, any and all benefits and

remedies provided by such Acts,

6.2

6.3

A

ald
o

%
NA.{ b

ECY

Further Assurances

Dadd il

Each Party shall promptly execute and deliver all such additional documents, consents and

other assurances and do all such other acts and things as the other Party, acting reasonably, may from time

to time request be executed or done in order to better evidence or perfect or effectuate any provision of
this Agreement or any of the Parties' respective obligations hereundcr.

Notices

Awy notice or other communication required or permitted to"be given hereunder shall be
in writing and shall be delivered in person, transmitted by facsimile, electronic mail or other
~ formof electronic transmission or sent by first-class mail, chargps prepaid, addressed as
; "‘follows

"“m‘ ’

Foaye

(1)

1

tﬂo Big Sky:

if to the Purchaser:

905 ~ 5™ Avenue

PO Box 610

Humboldt SK SOK 2A0
Attention: Michael Deutscher
Phone: (306) 682-5168
Fax: (306) 682-2750

E-mail: ppdeutscherzdbigsky sk.ca

c/o Beckton Financial Consulting Corp.
400 - 4]0 - 22 Strect East
Saskatoon SK S7K 5T6 .
Attention: John Beckton ' **

Phone: (306) 934-3020 -~
Fax: (306) 652-6665  Sats-
E-mail: beckion.agisk.syr

'y suick Hotice or other communication shall be decmed to have been givenand received

.om the day on which it was delivered or transmitted (or, if such day 1s nota Business Day
or is after 4:00 p.m. ona Business Day, on the next following Business Day) or, if mailed,
on the fifth Business Day following the datc of mailing, provided, however, that 1l at the
time of mailing or within five Business Days thercafter there is or occurs a labour dispute
or other event that might reasonably be expected to disrupt the delivery of docurnents by
mail, any notice or other commumication hereunder shall be delivered in person or
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transmitted by facsimile, electronic mail or other form of clectronic transmission as
aforesaid;

(c)  anyParty mayatany time change its address for service by gmng notice to the other Party
in accordance with this Section 6.3.

6.4 Counterparts and Facsimile
This Agrcement and/or any amendments thercto may be cxebuted in any number of
counterparts and by different Parties in separate counterparts, each of which counterparts when so

executed shall be deemed to be an originaland all of which counterparts taken together shall constitutc but
onc and the same instrument. Any Party may execute and deliver this Agreement

:J f ;‘ ; i '!."'4'}}17':
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and/or any amendments hereto by facsimile or by electronic mail or other form of electronic transmission
and a document delivered by any Party by electronic mail or other form of electronic transmission that
bears a motation that it was signed by or on behalf of that Party shall be deemed for all purposes to have
been validly exccuted and delivered by such Party.

IN WITNESS WHEREOF the parties have executed this Agtesment as of the day and
year first above wiitten.

BIG SKY FARMS INC,

Per: "Florian Possberg”
Florian Possberg, President and Chiel Executive Officer

Per: "Michae] Deutscher"
Michael Deutscher, Chief Financial Officer

=5}
e

DU

BIG SKY FINISHERS (NO. 1) INC.

it
e 5

Per: "John Beckton"
John Beckion, President
Per: '"T orjanne Fans"

Torianne Earis, Chief Financial Officer
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BIG SKY FINISHERS (NO. 1) INC.

FINANCIAL STATEMENTS

June 30, 2009

v w—— L

" THIS IS EXHIBIT “G” REFERRED TO IN THE AFFIDAVIT OF JOHN
BECKTON SWORN BEFORE ME AT THE CITY OF SASKATOON,
SASKATCHEWANATHIS | 4 DAY OF FEBRUARY, 2010.

A COMMISSIGNER FOR QATHS TN AND FOR THE PROVINCE OF
SASKATCHEWAN MY(COM -

OR BEING A SOLICITOR ¢ gp, ‘

o wery A
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]
DeIOlttea Deloltte & Touche LLP

122 1st Ave. S.

Suijte 400, PCS Tower
Saskatoon SK S7K 7E5
Canada

Tel: (306) 343-4400
Fax: (306) 343-4480
www. deloltte.ca

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. (the “Company™) as at June 30, 2009
and (he slatements of earnings, comprehensive carnings and retained eamings and ensh flows for the year
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 audit.

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

In our opinion. these financial statements present fairfy, in all material respects, the financial position of the
Company as at June 30, 2009 and the results of its operations and its cash flows for the vear then ended in
accordance with Canadian generally accepted accounting principles.

it

‘ b \KTW w £

: s Loy i'?ﬁ' ey
Chartered Aq_c'oun};ants

Getober 13,2009
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BIG SKY FINISHERS (NO. 1) INC.
Statement of Earnings, Comprehensive Earnings and Retained Earnings
for the year ended June 30, 2009

2009 2008
Revenue
Contract finishing revenue S 1,252,400 § 1,252,402
Other income 113,186 117.215
1,365,586 1,369,617
Expenses
Utilities 95,830 88,430
Repairs and maintenance 187,181 152.439
General insurance 37,748 36,143
Property taxes 896 862
Wages and benefits 223,645 210,016
Professional services 29,725 18,873
Management fecs . 60,000 60,000
Depreciation 355,328 354,601
Interest 205,833 263,902
1,196,186 1.185.266
Earnings before income taxes 169,400 184,351
Futurg.income, taxes (Note 11) 26,264 28.673
Net earnings and comprehenyive earnings - 143,136 155,678
Retaingd earnings, beginuing of period 138,426 162,748
Dividends paid (180,000) (180,000)
Retained earnings, end of period $ 101,562 § 138,426
dis
i YA
wr
s \ 2
P e
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BIG SKY FINISHERS (NO. 1) INC.

Balance Sheet
as at June 30, 2009
2009 2008
Current Assets
Cash $ 67,335 $ 249,030
Short term investments (Note 4) 198,924 78,520
Accounts reccivable 400,528 253,885
Prepaid expenses 17,939 17,800
( 684,726 599,235
Property, Plant and Equipment (Note 3) 5,011,723 5.348,341
Long Term Investments (Not¢ 4) 13,060 123,741
“ $ 5,709,509 § 6071317
Current Liabilities
Accoums payable and accrued liabilities $ 69 530 $ 99.244
Cugrcnt porllon of long term debt (Note 6) 363,357 306,811
432,887 406,055
Future Income Taxes (Note 11) 210,435 184,171
Loug Term ert (Note 6) 3,164,624 3,542,664
, 3,807,946 4,132,890
Sharebolders' Equity
Share capital (Note 7)
Common 1 1
First Preferved 1,800,000 1,800,000
Retained carnings 101,562 138,426
1,901,563 1,938,427

3 5,709,509  § 6.071,317

Approyed by}tht‘s_-BOard:

,,,,,,

(signed) "Doyle Wiebe"

................. PPsssscoracersdsitoltPIsTRIYTRIIITITIITIIIRTE SO RAT RIS

Director ::
e b foe o
]

N 11 R
....... @;......:Eﬁ%ﬁ?&??....?x?ﬂ.ff?&?smé?.................. Director
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B1G SKY FINISHERS (NO. 1) INC.
Statement of Cash Flows
for the ycar ended June 30, 2009

2009 2008

Cash Flows From (Used In) Operating Activities ¢
143,136 % 155.678

Net earnings b3
Adjustments for
Dépreciation 355,328 354,601
Loss on disposal of capital assets - 11,098
e 498,464 521,377
‘Changes in non-cash wotking capital ‘
Accounts rceeivable {146,643) (126.764)

P;epaid expenses (139) (3,360)
Accounts payable and accrued liabilities (29,714) 3,07H)
Iuture income taxes 26,264 28,673
- 348,232 414,855
Cash Flows From (Used In) Investing Activitics
Puychase of equipment ( 18,7 10) (26,556)
Maturity of (purchase of) short term investments (120,404) 27,537
Maturily of (purchase of) long term investments 110,681 (111,005)
S it (28.:433) (110,024)
Cash Flows Used In Financing Activities
Payment of dividends (180.000) (180.000)
quymcmpl}lqng ;iei{m debt (321;494) (271,594)
e elgiont o (S01,494) (451,594)
Net Decrease:in:Cash (181,695) (146,763)
Cash Position, Beginning of Year 249,030 395,793
Cush Position, End of Year S 67,335 § 249,030
Cash Interest Paid $ 210,234  § 266,589
- s,
T N
A | e
e A
o * e
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BIG SKY FINISHERS (NO. 1) INC.
Notes to the Financial Statements
for the year ended June 30, 2009

. the‘teported !
o e

CONTINUING OPERATIONS ‘,
The financial statemnents for Big Sky Finishers (No. 1) Inc. {th¢ “Company”) have been
prepared on the basis of accounting principles applicable to a going concem.

As a result of challenging market conditions in the hog industry, the Company's only

* clistomer. Big Sky Farms Inc. (“BSFI”) (see Note 10), with the consent of the Company,

has dcferred payment of the outstanding balance owing to the Company until a later
undetermined time. For this reason, lhe balance owing from BSFI has accumulated over
the last three months with no defined terms for a future date of receipt.

Projections for the upcoming fiscal year indicate a turnaround in the hog industry, however,
estimates of prices and costs are based on cornmodity markets which are subject to
significant fluctuation. There may be substantial variances from the estimates used and
therefore projected results may not be achieved.

Given the current uncertainty within the hog industry. the Company is considering various
options that might be available in the event that BSFI is unable to fulfill their contracted
obligations. There is no assurance that these options arc feasible or that they would be
sugcessful. ;»The Company's continued operations are dependent upon the support of its
lenders and §1mr§holders and its ability to manage future unceltaén_tx.f_ )

IR ) e _
If the going, concem assumption for the Company were not appropriate for these financial
statements, adjustments would be nccessary (o the carrying values of assets and liabilities,

"

‘edinings and the balance sheet classifications used”

YOO

DESCRIPTION OF BUSINESS
The Company was incorporated August 27, 2002, pursuant to The Business Carporations
Act (Saskatchewan) and began operating two hog finishing barns under a coniract [inishing

agreement on May 16, 2003.

SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared in accordance with Canadian generally

accepled accounting principles and include the following significant accounting policies:
r.; N N T
Measurement Uncertainty o
TFhe preparafion of financial stalements in conformity with Canadian generally accepted
‘accounting principles requires management 1o make estimatesiangd assumptions that affect

e reported amounts of assets and liabilities and disclosuicggf.gf contingent assets and

Jiabilities at the date of the financial statcments and the reported anounts of revenue and

ggpenscgﬂunngthp reporting period. Significant areas requiring the use of management
“estimates relale to'the useful lives of depreciable assets used 1o compute amortization and

e provision for uncollectible accounts receivable. Actual results could differ from these
estimates.

A gm O

51/59
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BIG SKY FINISHERS (NO. 1) INC. . - : -
Notes to the Financial Statements :
for the year ended June 39, 2009

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial Instruments

Effective July 1, 2007, the Company adopted CICA Handbook Sections 1530
“Comprehensive Income”. Section 3251 “Equity”. Section 3855 “Tinancial Instruments -
Recognivion and Measurement” and Section 3861 “Financial Instruments — Disclosure and
Presentation”.  Section 1530 eslablishes stapdards for reporting and presenting
comprehensive income, which is defined as the change in equity from transactions and
other events from non-owner sources. Other comprehensive income refers to items
recognized in comprehensive income that are excluded from net income calculated in
accordance with Canadian gencrally accepted accounting principles.

Section 3861 establishes standards for presemiation of financial instruments and non-
financial denvmlves and identifies the information that should be disclosed about them,

S 'ctmn ?855 rescnbes when a financial asset, financial liability or non-financial
demvatwe 1510 bc trecognized on the balance sheet and at what amount, requiring fair valuc
of cost-based mcasures under different circumstances. Under Section 3855. financial
instrumerits must be classified into one these five categorics: held-for-trading. held-to-
maturity, loans and receivables, available-for-sale [inancial assets or other financial
liabilities. All financial instruments, including derivatives, are measured in the balance
sheet at fair value except for loans and receivables, held-to-maturity investments, and other
financial liabilitics which are measured at amortized cost. Subsequent measurement and
changes in Fair value will depend on their initial classification, as follows: held-for-trading
financial assets are measured at fair value and changes in [air valie are recognized in pet
edvnings; available-for-sale financial instruments are mcasured atifair value with changes in
{dir value recorded in other comprchensive income until the mvest’ment is derecognized at
which tisie the amounts would be recorded in income. get

Thé Company has classified its cash and short term xnvcslmum a§ held-for-trading, which
are’ measiired at fair value. Accounts receivable are classified:as loans and receivables,
wiiich gré:measured at amortized cost. Long term investments ¢ classified as held-for-
trading, " Wj¢h are -measured al fair value, or held-to-matwity, which are measured at
amprtized ‘cost (sce Note 3). Accounts payable and accrued liabilities and long term debt
are classified as other financial liabilitics, which arc measured at amortized cost.

For certain of thc Company’s financial instruments, including cash, short term investments,
accounts receivable, accounts payable and accrued liabilities, the carrying values
approximate fair value due to the immediate or shoit term maturity of these items.

lhe fair value of long term debt is determined by discounting the future contractual cash
ﬂows under current financing arrangements at discount rates wluch represent borrowing
rates presently available to the Company from loans with slmlldr terms and maturity. Inalt

mstanccs canrying values approximate fair values, e fa
¥ . st
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BIG SKY FINISHERS (NO. 1) INC.
Notes to the Financial Statements
for the year ended June 30, 2009

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial Instruments (continued) o

Effcetive July 1, 2008, the Company adopted CICA tlandbook Sections 3862, Financial
Instruments ~ Disclosure and Section 3863, Financial Instrumenis — Presentation and
Séﬁ;cﬁgionﬂglgiii, Capital Disclosures. Section 3862 requires the disclosure of information
abopr: a) the significance of financial instruments for the entity’s financial position and
performance and b) the nature and extent of risks arising from financial instruments to
which the entity is exposed during the period and at the balance sheet date, and how the
enfity manages those risks (Note 9). Section 3863 contains standards {or presentation of
financial instruments and non-financial derivatives.

Capital disclosures

The Company adopted the recommendations of CICA Handbook Section 1535, Capital
Disclosures. This Section requires the disclosure of information about externally imposed
capital requircments. The required disclosures are included in Note 12. The adoption of
this Section had no impact on the financial statements. ot

Property, Plant and Equipmenit

Property.plant and equipment are recorded at cost. Depreciation is calculated using the
sgj;@iglatflix1c§ }’nethod over the useful life of the assets which is eséilhatgd to be 15 years.
prin RO A 14 ' o AECAIEN

Bepsion Blan : ﬁ;,,,-lé%”;

Tli¢ cost ofSpension benefits for the defined contribution plan déeharged to earnings as
contributions areisared. T

o T

The Company recognizes future income taxes for the expected future tax consequences of
differences between the carrying amount of balance sheet items and their corresponding tax
values. Future income tax assets are amounts of income tax benefits arising in respect of
deductible temporary differences and carry forward of unuscd tax losses. [Future income
tz}x liabilities are the amounts of income taxcs arising from taxable temporary differences.

'Eﬁe Company computes future income taxes using the enacted corporate income tax rates
for the years in which the differences arc expected to reverse.

Recent Accounting Pronouncements

IERSs - po . Ho

T3\ pril 2008'and March 2009, the CICA's Accounting StandardéBbard (“AcSB™)
p;i};lishedb exposure dralls on “Adopling IFRSs in Canada”. The exposure drafts propose to
j&%mpq;;{g%;gg IFRSs into the CICA Accounting Handbook effective for intesim and
anmal ntgnﬁrc‘;élffiséé‘ge‘mcnts relating to fiscal ycars beginning on or after January 1, 2011. At
tgjg datcgyﬁﬁcly accountable enterprises in Canada will be required to prepare financial
stitement§ in‘accordance with IFRSs. The exposure drafts make possible the early adoption
of.IFRSs by Canadian cntities. The company is curtently revicwing tbe standards to
determine Lthe potential impact on its financial statements.

te
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BIG SKY FINISHERS (NO. 1) INC. "
Notes to the Financial Statements |
for the year ended June 30,2009  © °

L :l
4. INVESTMENTS
The Company’s investments have been classified as ! held for trading with the exception of
the non-redeemable member equity account which has been classified as held to maturity.

2009 2008
Short Term Investments
GIC - interest 4.5%., matures November 2009 ) 79,623 § 77.105
- GIC - interest 4.9%., matures December 2009 116,435 -
Redeemable Member Equity Account 2,866 1,415

$ 198,924 $ 78520

Long Term Investments o
- GIC- reclassxﬁcd to short term s - % 111005

Non-redeemable Member Equity Account 13,060 12,736
THN. § 13,060 § 123,74

5. PROPERTY, PLANT AND EQUIPMENT

! > Accumulated Net Book Value

Cost Depreciation 2009 2008
.and $ 115000 % - % 115000 § 115,000
Lagoons and wells 1,002,233 308,809 693,424 744,260
Buﬂdmas 4.330,592 1,321,634 3,008,958 3.206,796
Fquipment 1,717,039 522.698 1,194,341 1,282,285

§ 7.164864 § 21530141 S 5011,723 § 5348341

6. I;QNG "fElfM DEBT

k 2008

Bank texm loan beanng interest at prime rate plus 1%, g

rcpayable in monthly installments of $15,390 blended K

prxncxpal and mterest $ 1,119,547 § 1,247.848

‘{ . f’ { “

Bank term loans bearing interest at a weighted average

of 5.97%, repayable in monthly installments of

$27.456 blended principal and interest. 2,408,434 2,601,627
3,527,981 3,849,475

L?ss amounts due within one year 363,357 306,311

$ 3,164,624 § 3,542,664

fravenan
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BIG SKY FINISHERS (NO. 1) INC.
Notes to the Financial Statements
for the year ended June 30, 2009

6. LONG TERM DEBT (continued)
Loans are secured by all assets of the Company and are being amortized over fifleen years.

Al Tane 30, 2009, the carrying amounts of long term debt approxunate fair values as
determined by reference to current marltet conditions. ol

PI'mCIPal amounts due in each of the next five years are as [t ollow=

2010 363,357
2011 381,156
2012 397,420
2013 415.045
2014 422,110

7. SHARE CAPITAL
The Company’s authorized share capital consists of:
+ asingle common share;

«} an unlimited nummber of shares designated first preferred shares, which carry the right 1o
o, VOT2, to receive a fixed, cumulative, annual, preferential dividend of $1 por share (ihe
'~ “First Preft.rennal Dividends”) in priority to dividends on any other class of shares and,
thereaﬁer, sdbject to the rights of the holders of second pleﬁerred shares. to participate
*“in any additional dividends declared by the board of directors; and upon winding up of
’vé,:-a the.company:to. receive, in preference and priority of any distributions to the holders of
any other-class. of shares, a return of capital of $10 per share plus any accrued but
unpaid First Preferential Dividends and, thereafter, subject to the rights of the holders
- of second preferred shares. to share equally in any further distribution of the net assets
of the company; and

o an unlimited number of shares designated second preferred shares, which are non-

voting and which carry the right 1o receive. a fixed, cumulative, annual, prefercntial

- dividend of 10% of the 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 in any dividends; and upon the winding up of the

company, subject to the preferendal rights attaching to the First Preferred Shares. to

+ 1 reeeive a return of capital plus any accrued but unpaid Secend Preferential Dividends,
_ butnotto orberwme participate in any distributions upon wmdmg up of the company.

At June ::0 12009 there was a single commaon share issued and outsx%mdmv (2008 - 1). No
common shdfes were issued during the year (2008 —0). T

At June, 30 ”909 there were 180.000 First Preferred Shares xssued and ‘outstanding (2008 -
180 OOO)F,NO pmferred shares were issued during the year (2008 - O)

i 4T
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BIG SKY FINISHERS (NO. 1) INC.
Notes to the Financial Statements
for the year ended June 30, 2009

8. EMPLOYEE BENEFITS

The Conipany has a defined contribution pension plan offered to ciployees. The Company
matches employee contributions to the plan. Included in expenses is $1.523 (2008 -
$4,261) of contributions made by the Company to this plan.

9. FINANCIAL INSTRUMENTS

Credit Risk
The Company’s primary financial assets are cash, short-term investments, accounts
receivable and long-term investments. The carrying amounts of financial assets on the
balance sheet mprescnts the Company’s maximum credit exposure al the balance shect
date. '
The Company’s credit risk is primarily attributable to trade receivables The amount
disclosed in. the balance shect are net of allowance for doubtful accounts. estimated by the
i managemmLof .the Compuny based on previous experience and ils assessment of the
current economic environment. The Company has one customer, Big Sky Farms Inc.,
which ingresses the concentiration of credit risk (sce Note 10). The credit risk on cash and
investments is limited because the coumerparm,s arc charrered banks with high credit-
mtmgs assigned by national credit-rating agencies,

Interest Rate Risk
Two thirds of the long-term debt bears interest at fixed raics and one third of the long-term
debt bears interest at variable rates, Consequently, the cash flow exposure is not
significant. The interest bearing investments have a limited exposure to interest rate risk
duye to their shorl term maturity.

10, FCONOMIC DEI’ENDENCE 5ol

p(e Company holds contracts with only one customer, Blg Sky Farms Inc. (‘Farms’),
which places it in a position of economic dependence upon Farms. As a result of
cllrallcngxhg market conditions in the hog industry, Famms has mch‘rred significanr losses in
the last'two ifisczd years and its cash resources arc limited. ' TheCompany would face
sipriftéant i nanc‘ml challenges if Farms is unable Lo continuc its contractual obligations to

th’e Contpahy

11, IN COME TAXES

The Company’s statutory income tax rate approximates 15.5%. The Company has farm
losses carryforward of $705.061 that begin to expire in 2013. Fulure income taxes relale
primarily 10 claiming capital cost allowance for income tax purposes in excess of
depreciation claimed for accounting purposes less the future income tax benclit related to
thc farm losses carryforward.

N nenm
:
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BIG SKY FINISHERS (NO. 1) INC.
Notes to the Financial Statements
e for the year ended June 30, 2009

12. CAPITAL MANAGEMENT

The Company's objectives when managing capital are:

a) fl‘o maintain a flexible capital structure which optimized the cost of capital at acceptable
risk: and EPRE
b) To maintain capital in a manner which balances the interests of equity and debt holders.

letherpqnagemmt of capital, the Company includes shatcholder's equity and long-term

debt in The definition of capital.

The Couﬁpany manages its capital structure and makes adjustments due to changes in

economic conditions and the risk characteristics of the underlying asscis. In order 1o

maintain or adjust the capital structure, the Company may adjust the amount of dividends

paid to the shareholders, issue new shares, issue new debt. and/or issue new debt 1o replace
existing debt with different characteristics.

Capital management objectives, policies and procedures are unchanged from the preceding

yéar. .

Under its various borrowing agrecments, the Company must -satisfy certain restrictive
covenants a3 W minimum financial ratios such as current ratio, working capital ratio and
deBt/equiry ratio.

e dawady

13. RELATED PARTY TRANSACTIONS ,
Dyring the. year,. services in the amount of $6,470 ($4.886 in2008) swerc provided by a
(?9‘99?“?(" in which the Company's president has a controlling intercst. These transactions

. wéremjaﬁ ‘I the ‘normal course of business and have been rocorded at the exchange
+ amounts, The amo
($196 in 2008).

Liatl 1.

unt payable in respect of these transactions was $485 as at Junc 30. 2009

10



FEB. 18. 2010 5:08PM NO. 3157  P. 58/59

Q.B.G.No 1461 of2009
CANADA =
PROVINCE OF SASKATCHEWAN

IN THE QUEEN’S BENCH
JUDICIAL CENTRE OF SASKATOON

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C-36 (the “CCAA”)

AND IN THE MATTER OF A PROPOSED PLAN OF ARRANGEMENT FOR THE
CREDITORS OF BIG SKY FARMS INC., DRYCAST SYSTEMS INC. and
BIG SKY MANAGEMENT CONSULTING CORP.

AND IN THE MATTER OF NOTICE BY DEBTOR COMPANY TO
DISCLAIM OR RESILIATE AN AGREEMENT
> Sal o _
BETWEBN: =
© N OF §4°K Y BIG SKY FINISHERS (NO.1) INC.
| APPLICANT

AND:
BIG SKY FARMS INC.
RESPONDENT

ACKNOWLEDGEMENT OF SERVICE

You are asked to fill out and sign this form without delay; and [to return it by fax to
Robert F. Thornton, Q.C. of Stevenson Hood Thornton Beaubier LUP at (306) 653-1118. If
you do not return this signed and completed Acknowledgement of Service without delay, you
may not receive fiotice of any further proceedings or any docw&iems may be personally
served on you and you will be required to pay the costs of service:':

s EACKNOWLEDGE SERVICE on me of a copy of the following document:

1. Notice of Motion returnable March 4, 2010;
2. Affidavit of John Beckton sworn February 18, 2010; and
3. Drafl Order.

Signature Date of Service .
- 05‘»: ;: f .
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Firm Name: Emst & Young Inc.

Whose address for service is:  Pacific Centre

700 W. Georgia St.

P.O. Box 10101

: Vancouver, B.C. V7Y 1C7

Person in Charge of File: Kevin Brennan
Telephone number is: 604-891-8200
Fax number is (optional): 604-643-5422
E-mail address i§ (optional): ~ Kevin.b.brennan@ga.ey.com

NOTICE:

(1) YOU MUST INCLUDE AN ADDRESS IN SASKATCHEWAN WHERL
DOCUMENTS MAY BE MAILED TO OR LEFT FOR YOU IF YOU WISH
TO RECEIVE NOTICE OF SUBSEQUENT PROCEEDINGS IN THIS
**“MATTER.

2) i It is optional to include your fax number and e-mail'address, If you include
your fax number or e-mail address, documents may Me‘rved on you by fax or
electronic transmission,

(35 ho The ad&ress, fax number ox e-mail address that yomve on this form will be

‘nused ’t‘o serve you with documents until you serve on-the other parties and file
“with the court wrxtten notice of a new address for service;

ﬂ 1 Ao GWES ‘.ﬂ‘

This document was delivered by and whose address for service is Stevenson Hood Thornton Beaubier LLF,
Barristers & Solicitors, #500, 123-2*¢ Avenue South, Saskatoon SK S7K 7E6; Telephone (306) 244-0132; Fax
(306) 653-1118. Lawyer in charge of file: Janet L. Stevens (File: 39,462) -
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