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On behalf of the Board of Directors, management and staff of AGI we are pleased to
provide you with our Q-1 2011 Quarterly Report. Sales in Q-1 2011 increased $14.3
million over Q-1 2010 to $66 million; Adjusted EBITDA increased nearly $2.0 million
to $11.8 million; and Net Profit per Share increased 15% to $0.38 per share.

These are our first financial statements following the conversion from Canadian
GAAP to IFRS. Our CFO, Steve Sommerfeld, and his financial team worked
extremely hard to provide you with a thorough set of notes to accompany these
statements. There are numerous additional disclosures to help investors fully
understand the meaning behind the numbers.

So what is behind our Q-1 record numbers? [tOs a combination of several factors
including growth in our commercial business and heightened activity in offshore
markets. Demand is strong globally as markets are challenged to improve their
storage, handling and processing infrastructure. Q-1 2011 International Sales grew
62% over the same period last year. Portable grain handling equipment continued to
be strong in the USA and better than expected in Western Canada.

Of our acquisitions in 2010, only Tramco contributed directly to our growth in 2010.
The other two acquisitions from last year, Mepu and Franklin, did not directly
contribute to bottom line growth. In fact MepuQOs acute seasonality resulted in an
expected negative impact in Q-1 (Mepu traditionally generates 1.5 times its annual
EBITDA in Q-2 and Q-3). However the strategic value of Mepu is beginning to
unfold. We have been able to offer customers our own drying equipment in a
bundled format, expanding our share of wallet while providing leverage for Mepu in
new markets. More importantly we are progressing with the development of a
regional beachhead in Finland. AGI products are on the ground at Mepu, giving us
direct capability to service and support developing markets, particularly in the CIS.
We are also building a locally based, regional AGI sales force, including a sales
office in Latvia to help drive growth in the On Farm sector from a sustainable
customer base.

Q-1 saw the transfer of WheatheartOs livestock equipment manufacturing to Franklin
in Winnipeg. This will provide us with some ongoing cost savings and a more stable
labour market. SaskatoonOs economy has experienced a major boom, primarily the
result of a robust mining sector. WheatheartOs grain handling accessory products
have been transferred to the Westfield plant in Rosenort. Last fallOs expansion of the
Rosenort facility has allowed us to comfortably absorb the additional manufacturing.
The workforce at Westfield has stabilized after several years of rapid growth. This
has provided us with the opportunity to strengthen our processes and relieve the
pressure of recent growing pains.

Integration work commenced at our most recent acquisition, Tramco, in Q-1. We
paid particular attention to sales/marketing synergies. It did not take long for our
other commercial divisions to recognize the strength of TramcoOs brand, and tk
leveraging opportunities that it presents to us internationally. With a sales office in
the Netherlands, a strong customer base in Latin America and regular business
activity in China, Tramco has provided AGI with access to numerous additional
contacts globally. Work has been progressing on the establishment of a Latin



American sales office. We hope to be in a position to advise you of a location by this
fall. We are also exploring opportunities to strengthen our participation in China.
This, we expect, will be a longer term process.

Our International Sales Team continues to grow its capabilities and gain critical
developmental experience. We are grateful for everyoneOs hard work, dedication and
enthusiasm. This piece of our business is reminiscent of AGIOs earlier years when we
took on the challenges of a watershed acquisition, that being Westfield. Again the
passion and resolve to build the business is both intense and invigorating. And while
in this case we are constructing the platform from scratch, the tools are well in hand.
We are strengthened by the power of the Hi Roller and Tramco brands, and by the
breadth of our overall catalogue, including large bin capabilities at our new Twister
plant.

A great deal of resources and operational focus has been directed toward the
Twister Greenfield Expansion project in Nobleford, Alberta. On Saturday, June 4th |
had the distinct pleasure of attending the official grand opening of the facility. It was
a day of immense pride for our employees and their families! and rightfully so.
What they have achieved as a group in the last year and a bit is truly outstanding. A
substantial plant expansion; a major lean initiative; a subsequent plant consolidation;
construction of a new bin plant; development and prototyping of a new product line;
and the successful commissioning of all new bin line production equipment. | would
like to take this opportunity to publicly thank everyone involved for their exceptional
efforts and contributions. The leadership and execution demonstrated with these
initiatives give us confidence that we are tracking toward our goal of establishing a
world-class operation in Nobleford.

It is important to remember however that we are still at the front end of our
development internationally. Our sales efforts are showing signs of gaining traction
in a number of markets but will continue to experience choppiness while these
markets get established. In the end the strength of our brands, the breadth of our
catalogue and the talent of our team will make it happen. The demand for our
commercial equipment continues to exceed historic levels. Our plan remains
supported by positive agricultural fundamentals including favourable demographics,
higher than historical commodity prices, food security as a growing priority and an
increased emphasis on agricultural infrastructure around the world.

The trend to successive large corn crops in the USA appears to be intact. We
estimate U.S. farmers planted close to 90 million acres of corn which should be
supportive of demand for portable equipment. In addition, this yearOs spring planting
was delayed significantly in a number of areas in North America due to wet weather
and flooding. The late planting will push back the growing season and in turn result
in a later than normal harvest. While this can have a negative impact on yields, the
prolonged harvest season typically represents opportunities for our portable
business. We will begin preparations for an anticipated strong second half of the
year. As always we must respect the variables that Mother Nature brings to the
table.



In closing, | would like to thank all of our shareholders for their commitment and
support. In the time since the passing of our founding CEO and dear friend Rob
Stenson last fall, it has become apparent that the strength of the relationships that
Rob forged with the investment community on behalf of AGI remains intact for the
benefit of our long term development. We cannot thank you enough helping us with
the transition. We will continue to work hard, in alignment with you, to create long-
term shareholder value.

Sincerely,

Signed

Gary Anderson



AG GROWTH INTERNATIONAL INC.
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 13, 2011

This ManagementOs Discussion and Analysis NI should be read in conjunction with the
audited consolidated financialastments and accompanying notes of Ag Growth International
Inc. ("Ag Growth", the "Company", "we", "oudr "us") for the year ended December 31, 2010,
which were prepared in accordance with Ghawa generally accepted accounting principles
(OCGAAPO) and the unaudited interim consolid@tadcial statements of the Company for the
three month period ended March 31, 2011, whictevpeepared in accordance with International
Financial Reporting Standards (OIFRSO). Resutts reported in Canadian dollars unless
otherwise stated. Throughout this MD&A references are made to "trade sales", "EBITDA",
Oadjusted EBITDAO, Ogross marginO, Ofuni®perationsO and "payout ratio". A description
of these measures and their limitations ascuised below under "Non-IFRS Measures". See
also "Risks and Uncertainties" in this MD&A@in our most recently filed Annual Information
Form, and "Forward-Looking Statements" below.

FORWARD-LOOKING STATEMENTS

This MD&A contains forward-looking statementhat reflect our expectations regarding the
future growth, results of operations, perforrm@nbusiness prospects, and opportunities of the
Company. Forward-looking statements may aontsuch words as QmipateO, ObelieveO,
Ocontinue®, OcouldO, OexpectsO, OintendO OvllihsD similar expressions suggesting future
conditions or events. In particular, the fand looking statements in this MD&A include
statements relating to the benefits of theusitions of Mepu, Fmaklin and Tramco (see
OAcquisitionsO), our business and strategy, imgugtiowth in sales to developing markets, the
benefits of the expansion of the Compangésn storage product line, the effect of crop
conditions in our market areas, the impactcofrent economic conditi@ and macroeconomic
trends on the demand for our products, exgemis regarding pricing for agricultural
commodities, our working capital and capital exglicure requirements, capital resources and the
payment of dividends. Such forward-looking stagets reflect our current beliefs and are based
on information currently available to us, inding certain key expeations and assumptions
concerning anticipated financial performance, ilhess prospects, strategies, product pricing,
regulatory developments, tax laws, the sufficief budgeted capital expenditures in carrying
out planned activities, foreign exchange rated &e cost of materials, labour and services.
Forward-looking statements involve significant ssgad uncertainties. A number of factors could
cause actual results to differ materially froesults discussed in the forward-looking statements,
including changes in international, natibrend local business conditions, crop vyields, crop
conditions, seasonality, industry digality, volatility of producton costs, commodity prices,
foreign exchange rates, and competition. In aoldjtactual results may be materially affected by
the pace of recovery from the global economitsis in 2008-2009, including the cost and
availability of capital. These risks and aamtainties are described under ORisks and
UncertaintiesO in this MD&A and in our mestently filed Annual Information Form. Although
the forward-looking statements contained irs tMD&A are based on what we believe to be
reasonable assumptions, we cannot assure readeesthal results will be consistent with these
forward-looking statements and we undertake n@ation to update such statements except as
expressly required by law.



OVERVIEW

Trade sales for the three month peradied March 31, 2011 increased $14.4 million or
28% compared to the same period in therprear due to strong demand for commercial
equipment and contributions from newly agequi entities. International sales increased
by 62% to $11.3 million largely due to commaicprojects in Eastern Europe, South
America and the Middle East. In North £&nica, strong demand for commercial handling
equipment more than offset the effectless than optimal crop conditions in western
Canada and a continuing strong Canadiatadolrade sales excluding newly acquired
divisions increased $1.6 million, and had theefgn exchange rates experienced in 2010
been in effect in 2011, trade sales net gfugsitions would have creased approximately
$4.3 million or 8% over 2010.

The Company also realized significamicreases in EBITDA (14%) and adjusted
EBITDA (20%) in 2011 compared to 2010. Towwth in EBITDA was largely due to
increased sales and earnings from twdatotommercial divisions, Hi Roller and Union
Iron, which resulted from strong demand both in North America and overseas. The
EBITDA contribution from new} acquired divisions was limited in the first quarter
primarily due the extreme seasonality Eihland based Mepu. &fit for the period
increased 8% and basic and fully ditditeet profit per share both increased 15%
compared to the same period in the prior year.

ADOPTION OF IFRS

This MD&A is the CompanyOs first under IERS comprehensive summary of all of the
significant changes including the various reconciiasi of CGAAP financial statements to those
prepared under IFRS is included in Note 3%he CompanyOs unaudited interim consolidated
financial statements for the three month pemodled March 31, 2011. Additional information
regarding the CompanyOs adoption of IFRS may also be found in OTransition to IFRSO in this
MD&A.

Although the adoption of IFRS resulted in adjustiseto the CompanyOsdncial statements, it

did not materially affect the underlying cash flows or profitability trends of the Company. The
following table reconciles net income as répdrunder CGAAP in 2010 to profit restated under
IFRS for the three month period ended MarchZ®1,0 and the year ended December 31, 2010:



Note Three Months ‘
Ended Year Ended
March 31, 2010 December 31, 2010

Net income reported under CGAAP | $6,425| $36,156
Differences increasing (decreasing) net income: | |
Depreciation expense 1| 294 2,113
Gain on sale of asset 1 (53)| (44)
Future income tax expense | 2 | (778)| (5,586)
Future income tax expense | 3 | (990) | (449)|
Future income tax expense | 4 | 141 | 413
Cost of sales 5 | 1] 8|
General and administrative | 6 | (288) | (1,703)|
General and administrative | 7 | (28) | (115)|
Gain on foreign exchange 8 | (368) | (437)
Translation gain 9 | (5)| (32)|

| | | |

Net profit recorded under IFRS | | $4,351 $30,324

1.

For all items of property, plant and epmient, the provisions of IAS 16 were
retrospectively applied. The assessment amaual review criteria of useful lives and
depreciation methods are more explicit irRE; which required Ag Growth to adjust
certain carrying amounts of its assets. Furthermore, the componentization requirements
are more explicit in IFRS. Differenceslatng to the level of componentization and
useful lives resulted in a change to the dagyalue of these assets which resulted in a
decrease in depreciation expense and a reduittithe gain on sale of property, plant &
equipment.

The Company converted from an income fund into a corporate entity in 2009 under a
plan of arrangement that resulted in the Company receiving tax attributes and recording a
deferred tax asset of $69,800daa related deferred ciedf $56,300. Under IFRS
deferred credits are generally not recognizettlvhltimately results in an increase in the
CompanyOs non-cash future tax expense.

The application of the provisions of IAS &&d other IAS provisions resulted in changes

to the carrying amounts of certain assetsafmrounting purposes, which in turn affected
timing differences between accounting and tax cost basis.

Under CGAAP the tax basis of the liability mponent of the convertible debenture is
considered to be the sanas its carrying amount, and therefore the recognition of a
temporary difference is not required. IFRS requires the recognition of a temporary
difference based on the difference betwdba carrying amount of the liability at
issuance and its underlying tax basis.

The change in the CompanyOs depreciatipense affected the CompanyQOs inventory
overhead rate which resulted in a changm#entory values and a change in inventories
expensed through cost of sales.

Under IFRS transaction costs incurred in the process of acquiring a business cannot be
capitalized, but instead have to be immediately expensed.



7. Under IFRS the calculation of the expenslatesl to equity-settled compensation plans
differs to reflect changes in the measurement and recognition of the equity-settled awards
that were outstanding and unvested at thasition date and those that were granted
during the period.

8. Upon the adoption of IFRS the Company redesignated its foreign currency hedge
contracts which resulted in a changésayain or loss on foreign exchange.

9. Under IFRS the Company has identified a limited number of sales contracts as
construction contracts and has recognizedmeedased on the percentage of completion
methodology which typically results in earliecognition of revenues and costs. As a
result, certain revenues and costs denomihatdoreign currencies were recognized in
different periods than under CGAAP and wesn$lated to Canadian dollars at different
rates of foreign exchange.

INCOME STATEMENT PRESENTATION

The Company has elected to categorize its incanteexpenses by their function which is one of
the two alternatives available under IFRS. Untilés methodology revaeies and expenses are
categorized according to their underlying activityasset. Accordingly, amortization and foreign-
exchange gains (losses), which were preWjodssclosed separately under CGAAP, have now
been allocated to sales, cost of sales or gearthadministrative expenses. The most significant
presentation differences compared to them@anyOs income statement presentation under
CGAAP for the three months ended March 2010 and year ended December 31, 2010 are as
follows:

1. Sales
Three Months Ended Year Ended
March 31, 2010 December 31, 2010
Trade sales per CGAAP | $51,639 $262,077
Reclassify - gain on foreign exchange | 791 6,570
Adoption of IFRS D revenue recognitien | 0| 183
Sales per IFRS | $52,4§0 $268,830

(A) See Note 8 under OAdoption of IFRSO above.

2. Cost of sales

Three Months Ended Year Ended
March 31, 2010 December 31, 2010
Cost of sales per CGAAP | $31,346 $160,504
Adoption of IFRS D inventory overhead | (1) | (8)
Adoption of IFRS D revenue recogniti@y | 0| 85|
| 31,345| 160,581
Reclassify - depreciation and amortization| 678 3,377|

Cost of sales per IFRS | $32,023 $163,958

(B) See Note 8 under OAdoption of IFRSO above.



3. General and administrative expenses

Three Months Ended Year Ended
March 31, 2010 December 31, 2010

General and administrative per CGAAP | $8,432 $35,505
Reclassify - stock based compensation | 1,496 6,394
Reclassify - research & development | 342 1,444
Adoption of IFRS - acquisition costs) | 291 | 1,696/
Adoption of IFRS - other | 29 117

| $10,590| $45,156
Reclassify - depreciation and amortization| 607 3,353
Total general and administrative | $11,397 $48,509

(C) See Note 5 under OAdoption of IFRSO above.

4. Other Income and Finance Income

Three Months Ended Year Ended
March 31, 2010 December 31, 2010
Other income per CGAAP $230 $1,204
Reclassify - interest incorm®) (158) | (765)|
Reclassify D ineffective hedge 246 121
Reclassify D gain on foreign exchange 775 1,300

|
|
|
|
Adoption of IFRS (E) | (42) (44) |
|
|
|
|

Other operating income per IFRS $1,051 $ 1,906/

| |
Finance income per CGAAP $ |0 $ |0
Reclassify - interest incon(®) 158 | 765 |

Finance income per IFRS | $158 $765 |

(D) The IFRS format provides aulstotal for operating incomend accordingly the Company has
classified its interest income earnedsamplus cash balances as finance income.
(E) See Note 1 under OAdoption of IFRSO above.

OPERATING RESULTS

Trade sales (sales excluding the gain on fpreixchange), EBITDA and Adjusted EBITDA (see
ONon-IFRS MeasuresO) for the three monthgevidech 31, 2011 exceeded the levels achieved

in the same period in 2010 due largely to strong demand for commercial equipment both
domestically and overseas. Demand for on-f@ontable grain handling equipment remained
strong in the U.S. as the CompanyOs distdbutietwork replenishedts inventory levels
following a strong 2010 harvest. Sales of podafbrain handling and storage equipment in
western Canada decreased compared to the ywaras inventory carryover at the dealer level
was higher than is typical due to a weak 2B&frest that resulted from excessive moisture.



Trade sales for the three months endeddia3l, 2011 were $6&.million (2010 - $51.6
million), an increase of $14.4 million and a rectwdAg Growth for the first quarter. The record
first quarter sales achieved in 2011 were largledy result of sales from companies acquired in
2010 (see OAcquisitionsO) and strong demarwbfomercial equipment, offset by the negative
effect of a stronger Canadian dollar and leas thptimal crop conditions in western Canada.

Gross margin as a percentage of sales fofiteequarter of 2011 was 35% and excluding the
effect of gross margin from companies acquired in 2010 was 39% (2010 B 39%). Gross margin
percentages in 2011 continued to benefit from rfaturing efficiencies realized through the
effects of lean manufacturing and the advantages of high production volumes. Gross margin was
negatively impacted by the stronger Caaadidollar. The reduction in the CompanyOs
consolidated gross margin percentage withitickision of companies acquired in 2010 resulted
from changes in sales product mix andaasistent with management expectations.

Adjusted EBITDA for the three months end®arch 31, 2011 was $11.8 million (2010 - $9.9
million). The increase over 2010 is largely tlesult of strong demand for commercial grain
handling equipment and continued operating efficiesgpartially offset by the negative effect of
the stronger Canadian dollar. Acquisitionsdman 2010 did not contribute significantly to
EBITDA largely due to seasonality at Mepu and the toargin nature of FranklinOs operations.

ACQUISITIONS

The inclusion of the assets, liabilities and mpi@g results of the following acquisitions
significantly impact comparisons to 2010.

Mepu Oy - Ag Growth acquired 100% of the outstamglishares of Mepu Oy (OMepuO), on April
29, 2010, for cash consideration of $11.3 milliplys costs related to the acquisition of $0.6
million and the assumption of a $1.0 million ogiéng line. The acquisition was funded from
cash on hand. Mepu is a Finland based matwiac of grain drying systems and other
agricultural equipment. The acquisition of Meprovided the Company with a complementary
product line, distribution in a region where the Company previously had only limited
representation and a corporate footprint neagtbesth markets of Russia and Eastern Europe.

Franklin Enterprises Ltd. - Effective October 1, 2010, the Company acquired the assets of
Franklin Enterprises Ltd (OFranklin®), a amstmanufacturer, for cash consideration of
$7.1 million, plus costs related to the acquisitd$0.4 million and a working capital adjustment

of $1.7 million. The acquisition was fundedfnacash on hand. The Company acquired Franklin
to enhance its manufacturing capabilities anthtwease production capacity in periods of high
in-season demand.

Tramco, Inc. D Ag Growth acquired 100% of the outstimg shares of Tramco, Inc. (OTramcoO),
on December 20, 2010, for casinsideration of $21.hillion, less a working capital adjustment

of $1.4 million. Costs related to the acqudaitiwere $0.6 million. The acquisition was funded
from cash on hand. Tramco is a manufacturdreaivy duty chain conveyors and related handling
products. Tramco is an industry leader with @ngier brand name and strong market share and as
such provides the Company with an excellentyeptiint into a new segment of the food supply
chain, the grain processing sector.



OPERATING RESULTS

(thousands of dollars) Three Months Ended
March 31

| 2011 | 2010

| | |
Trade salegl) | $66,008| $51,639
Gain on foreign exchange) | _1,057| 791 |
Sales | 67,065 52,430

| | |
Cost of inventories | 42,535 31,345
Depreciation and amortization | 1,416 678|
Total cost of sales | 43,951 32,023|

| | |
Gross margirl) | 23,114 20,407|

| | |
General and administrative | 11,886 10,590
Depreciation and amortization | 857 807
Other operating income | (588 (1,0511)
Other operating expenses | 138 0|

| | |
Operating Profit | 10,821 10,061

| | |
Finance costs | 3,118 3,129
Finance income | (224) (158) |
Profit before income taxes | 7,927 7,090
Current income taxes | 541 95
Future income taxes | 2,680 2,644
Profit for the period | $4,706 $4,351
Net profit per share

Basic $0.38 $0.33
Fully diluted $0.38 $0.33
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EBITDA RECONCILIATION

(thousands of dollars) Three Months Ended March 31 |

|

| 2011 | 2010 |

| | |
Profit before income taxes | $7,927 $7,090
Finance costs | 3,118 3,129
Depreciation and Amortization in cost of sales | 1,416 578
Depreciation and Amortaion in general and
administrative 857 807
EBITDA (1) | 13,318 | 11,704 |
Gain on foreign exchange in sales | (1,057) | (791)
Other operating income (3) | (58€) (1,051)
Other operating expense (4) | 138 0|
Adjusted EBITDA (1) | $11,811 $9,862

(1) See ONon-IFRS MeasuresO.

(2) Primarily related to gains on foreign exchange contracts.

(3) Comprised of foreign exchange gains of $570 (2010 B $775) and a gain on disposal of property,
plant & equipment of $18 (2010 - $20). Results in 2010 also include foreign exchange gains of
$247 related to the ineffective portion of hedge accounting and miscellaneous of $9.

(4) Foreign exchange loss related to theffiactive portion of hedge accounting.

ASSETS AND LIABILITIES March 31 March 31
(thousands of dollars) 2011 2010
| | |

Total assets | $380,009 $388,282
Total liabilities | $175,752 $159,403
DIVIDENDS Three Months Ended
(thousands of dollars) March 31

| 2011 | 2010 |

| | |
Declared per common share | $0.60 $0.51
Total dividends paid | $7,527| $6,701

The CompanyOs dividend policy is describetie ODividendsO section of this MD&A.
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Trade Sales

Trade sales represent sales excluding the Compayadon foreign exchange. Trade sales for
the three months ended Mar8h, 2011 were $66.0 million. Tradsales excluding acquisitions
were $53.2 million (2010 - $51.6 million).

A large proportion of Ag GrowthOs sales are demat®d in U.S. dollars and as a result the rate
of foreign exchange (OFXO) between the Canadidri.S. dollars is a significant factor when
comparing financial results to the prior year. Tanadian dollar was stronger in the first quarter
of 2011 (average rate of $0.99) compared td2@¥erage rate of $1.05) which resulted in lower
sales for financial reporting purposes. To illustrate2010 a $100,000 sadenominated in U.S.
dollars would have been reped as CAD $105,000, while the same sale would have been
reported as CAD $99,000 in 2011.

Had the foreign exchange rates experienced0f0 been in effect in 2011, reported sales in
2011, net of sales attributable to acquisitions deted in 2010, would hee been approximately
$56.0 million, representing a significant increas&4f3 million or 8% over the sales reported in
2010.

The increase in sales over 2010 was largely the result of the following:

x Sales to the U.S. market are denominatedJi8. dollars. In the three months ended
March 31, 2011, sales in the U.S. (net oksadttributable to acquisitions completed in
2010) measured in U.S. dollars increasedc@¥hpared to 2010. The significant increase
is primarily the result of strong sales @dmmercial equipment as positive agricultural
fundamentals continued to stimulate dem&uales of portable grain handling equipment
increased slightly compared to the prigear as the CompanyOs distribution network
replenished its inventory Vels after a strong 2010 harvest. Management anticipates
demand in the U.S. will remain strong2011 due to positive agricultural fundamentals
including consecutive large hasts, an increase in the plagtiof corn acres and higher
than historical commodity prices.

X International sales in 2011 were $1I8llion (2010 - $5.0 million) and excluding
acquisitions were $5.5 million. Ag GrowthOinational footprint continues to grow as
a result of additions to the CompanyOsrmiatiional sales and meeting team and the
acquisitions of Mepu and Tram. Expansion of the CompanyOs storage bin product line
was completed in the second quarter anchagament expects increased international
storage bin sales to significantly impact thecond half of 2011. International sales
activity in the first quarter included salesRassia, South America, the Middle East and
Southeast Asia. Sales to certain developiragkets remain constrained by unfavourable
credit conditions however there are sonmglidgations that conditions are gradually
improving.

x Canadian sales, net of sales attributablacuisitions completed in 2010, increased 1%
from 2010 as a 5% decrease in sales of ptatgrain handling and storage equipment,
the result of a poor 2010 harvest in west€amada, was offset by an increase in sales of
commercial equipment. The poor conditioxperienced in 2010 have resulted in higher
than normal inventory levels in the CompanyOs Canadian distribution network and is
expected to have a slight negative icipan demand in the second quarter of 2011.
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Other Operating Income and Other Operating Expenses

For financial statement reporting purposes, Ag Growth translates its U.S. dollar denominated debt
to Canadian dollars at the rate of exchamgeffect on the balance sheet date. The gain on
translating U.S. dollar debt into Canadian dallfor the three months ended March 31, 2011 was
$0.6 million (2010 B $0.8 million). The remaindef other operating income is primarily
comprised of the impact of translating U&llar denominated working capital at Canadian
divisions to Canadian dollars at the balarsteet date and the impact of translating self-
sustaining U.S. based subsidiaries to Canadilfars (see OFinancial Instruments - Foreign
exchange contractsO) and the gains relatedetaneffective portion of the CompanyOs hedge
accounting for foreign exchange derivativessses related to the ineffective portion of the
CompanyOs hedge accounting for foreign exchdageatives are included in other operating
expenses.

Gross Margin

Gross margin as a percentage of sales fofiteequarter of 2011 was 35% and excluding the
impact of companies acquired in 2010 was 39% (2010 B 39%). The following impacted the gross
margin percentage compared to the prior year:

x A stronger Canadian dollar negatively immatite CompanyOs gross margin percentage.
Had the foreign exchange rates expearézh in 2010 been in effect in 2011, the
CompanyOs gross margin percentage excluding acquisitions would have increased from
39% to approximately 40%.

X The negative impact of foreign exchange and sales mix was partially offset by the
continued benefits of high throughput anddguction efficiencies that resulted from the
implementation of lean manufacturing practices at several of the CompanyOs divisions.

X Material input costs did not significantly impact the gross margin percentage compared to
2010 as the recent rise in steel costs was hafédet by pre-existing steel contracts and
sales price increases.

X As expected the consolidated gross mawgis negatively impacted by the inclusion of
Mepu, Franklin and Tramco as the grossgires of these newly acquired companies are
inherently lower than Ag GrowthOs historigedss margin percentage. The impact in the
first quarter of 2011 was amplifidiy the extreme seasonality of Mepu.

General and Administrative Expenses

General and administrative expenses (excludingestgation) for the three months ended March
31, 2011 were $11.9 million or 17.7% of salesclEging acquisitions, gen& and administrative
expenses were $9.3 million or 14.1% of sq@3810 - $10.6 million and 20.2% of sales). The
decrease of $1.3 million from 2010 was the result of the following:

X The Company recorded a recovery of $@illion (2010 expense of $0.6 million) on its
share award incentive plan (OSAIPO). Mpemrse decreased due to movements in the
CompanyOs share price and because in the first quarter of 2011 there were 40,000 share
awards outstanding compared to 146,667 in the first quarter of 2010.

x Ag GrowthOs long-term incentive plan (RG) provides for annual awards based on a
predetermined formula. The awards are expensed over the term of the participantOs
service period and as a result the expens20itil includes a component related to the
current period as well as for LTIP awarem fiscal years 2008 B 2010. For the three
months ended March 31, 2011 Ag Growth reled an expense related to the LTIP of
$0.7 million (2010 - $0.9 million).
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X The remaining variance was the result of enbar of offsetting items with no individual
variance larger than $0.3 million.

EBITDA and Profit (see "Non-IFRS MeasuresO)

Adjusted EBITDA for the three months end®arch 31, 2011 was $11.8 million (2010 - $9.9
million). The increase over 2010 is largely digestrong demand for commercial equipment
offset by the negative impact of the stron@anadian dollar. EBITDA for the three months
ended March 31, 2011 was $18n8lion (2010 - $11.7 million).

Finance Costs

The CompanyOs bank indebtedness as at March 31, 2011 was $nil (2010 - $nil) and its
outstanding long-term debt including thleairrent portion was $23.8 million (2010 - $25.4
million). Long-term debt atMarch 31, 2011 is comprisedf USD $25.0 million aggregate
principal amount of non-amortizing secured notes bleatr interest at 6.80% and mature October
29, 2016, net of deferred financing costs $0.6 million and $0.1 million of 0% GMAC
financing. The Company is also party to a crealtility with three Canadian chartered banks that
includes CAD $10.0 million and USD $2.0 million available for working capital purposes and
provides for non-amortizing long-term debtug to CAD $38.0 million and USD $20.5 million.
The facilities bear interest at rates of primpis 0.50 % to prime plus 1.50% based on
performance calculations and matures on Oc¢t8Be2012. See OFinancial InstrumentsO.

Obligations under capital lease of $0.4 milliorclude a number of equipment leases with an
average interest rate of 6.5%. The lease end dates are in 2011 and 2012.

Finance costs for the three month period enéliarch 31, 2011 were $3.1 million (2010 - $3.1
million). At March 31, 2011 the Company had stahding $114.9 million aggregate principal
amount of convertible unsecured subordidatdebentures (2010 - $115.0 million). The
Debentures bear interest at an annual rate of 7.0% and mature December 31, 2014. See OCapital
ResourcesO. Finance costs are comprised of confgoest on the Debentures of $2.0 million,
non-cash interest related to debenture accretidnttze amortization of deferred finance costs of

$0.6 million and stand-by fees andhet cash interest of $0.5 million.

Finance Income
Finance income is comprised of intereatned on the CompanyQOs surplus cash balances.

Depreciation and amortization

Under IFRS depreciation of property, plant aglipment and the amortization of intangible
assets are categorized on the income statemeatdardance with the function to which the
underlying asset is related.
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Three Months Ended March 31 |

|

| 2011 | 2010 |
Depreciation in cost of sales | $1,108 $652
Depreciation in general and administrative 115 89|
Total Depreciation | _$1,228 $751 |

Three Months Ended March 31 |

|

| 2011 | 2010 |
Amortization in cost of sales | $303 $16
Amortization in general and adnistrative | 742 718 |
Total Amortization | _$1,050 $734 |

Current income tax expense

For the three months ended March 31, 2011 thegamy recorded a current tax expense of $0.5
million (2010 B $0.1 million). Current tax expenseteddo certain subsidiary corporations of Ag
Growth, including its U.S. and Finnish based divisions, and the increase compared to 2010 was
the result of increased earnings from the CompanyQOs foreign subsidiaries.

Future income tax expense

For the three months ended March 31, 2011,Gbmpany recorded future tax expense of $2.7
million (2010 B $2.6 million). The future tax expems&011 relates to the utilization of future

tax assets plus the effect of the application of corporate tax rates to reversals of temporary
differences between the accounting and tax treatment of depreciable assets, intangibles, reserves,
deferred compensation plansdadeferred financing fees.

Net profit and profit per share

For the three months ended March 31, 2011,Gbmpany reported net profit of $4.7 million
(2010 - $4.3 million), basic net profit per share$®.38 (2010 - $0.33), and fully diluted net
profit per share of $0.38 (2010 - $0.33).

QUARTERLY FINANCIAL INFORMATION (thousands of dollars):

| 2011 |
‘ Average Rate of Profit (Loss) Basic Profit per Diluted profit ‘
Sales Share per Share

| | | | | |
Q1 | $0.99 | $67,065 $4,706 $0.38 | $0.38 |
Q2 | | | | | |
Q3 | | | | |
Q4 | | | | | |
Fiscal 2011 | $0.99 | $67,065 | $4,706 | $0.38 \ $0.38 \
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2010 (»

| |
‘ Average Rate Profit (Loss) Basic Profit Diluted Profit ‘

of FX Sales per Share per Share
| | | | | |
Q1 \ $1.05 \ $52,430 $4,3501. $0.33 | $0.33 |
Q2 \ $1.03 \ 76,727 11,626 $0.90 | $0.85 |
Q3 \ $1.05 | 88,703 15,164 $1.23 | $1.12 |
Q4 \ $1.02 \ 50,970 (817) $(0.07) | $(0.07) |
Fiscal 2010 \ $1.04 \ $268,830 | $30,324 | $2.39 | $2.36 \
| 2009 (1) |
‘ Average Rate Profit (Loss) Basic Profit Diluted Profit ‘

of FX Sales per Share per Share
| | | | | |
Q1 | $1.25 \ $55,289 $10,127 $0.79 | $0.79 |
Q2 \ $1.18 \ 66,840 16,431 1.29 | 1.27 |
Q3 \ $1.11 \ 68,316 15,126 117 | 116 |
Q4 \ $1.07 \ 46,849 3,618 0.28 | 0.27 |
Fiscal 2009 \ $1.15 \ $237,294 | $45,303 | $3.53 | $3.45 \

(1) Quarterly results for 2010 have been restatedccordance with IFRSThe Company was not
required to apply IFRS to periods prior to 2010 and accordingly 2009 comparative data was
presented in accordance with CGAAP.

Interim period sales and profit historically reflect some seasonality. The third quarter is typically
the strongest primarily due to the timing @dnstruction of commercial projects and high in-
season demand at the farm level. Due te #easonality of Ag GrowthOs working capital
movements, cash provided by operations witi¢glly be highest in the fourth quarter.

The following factors impact the comparison between periods in the table above:

X Sales, gain (loss) on foreign exchange, profit, and profit per share in all periods are
significantly impacted by the rate of exclge between the Canadian and U.S. dollars.

x Sales, net profit and profit per share agn#icantly impacted by the acquisitions of
Mepu (April 29, 2010), Franklin (October 1, 2010) and Tramco (December 20, 2010).

x Profit and profit per share in the firshéh second quarters of 2009 benefited from non-
recurring future income tax recoverieslated to Ag GrowthOs conversion to a
corporation and a change in effective tax rates.

x Profit and profit per share subsequent taober 27, 2009 are impacted by interest
expense related to the Debentures (see OCapital ResourcesO).
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CASH FLOW AND LIQUIDITY

The table below reconciles profit to cash prodid®y operations for the three months ended

March 31, 2011 and 2010:

‘ Three Months Ended
(thousands of dollars) March 31
| 2011 \ \
| | |
Profit before income taxes for the period | $7,927 $7,090
Add charges (deduct credits) to operations not requiring
a current cash payment:
Depreciation and amortization | 2,273 1,485
Translation loss (gain) on foreign exchange | (1,475) (1,410)
Non-cash interest expense | 589 569
Stock based compensation | 714 1,524
Gain on sale of property, plant &equipment | (18) (20)|
| 10,010 9,238 |
Net change in non-cash working capital balances reIFted
to operations:
| | |
Accountseceivable | (5,409) (9,7486)
Inventory | (3,785) (3,183)
Prepaid expenses and other assets | 2,522 (267)
Accounts payable and accruals | (369) 1,300
Customer deposits | 671 (1,176)
Provisions | 41 141
| (6,329) | (12,931)|
| | |
Settlement of SAIP obligation | (1,998) 0|
Income tax received (paid) | (1,707) 55|
| | |
Cash used in operations | 3 (24) $(3,638)|

For the three months ended March 31, 2011, wasH in operations w&sil million (2010 B$3.6
million). The increase from 2010 is primarily thesult of increased cash derived from changes in
working capital balances. Ag GrowthOs worldagital requirements in 2011 will be impacted by
sales demand as well as certain risk factors incluftirejgn exchange rates and fluctuations in

input costs.

Working Capital Requirements

Interim period working capital requirements typically reflect the seasonality of the business. Ag
GrowthOs collections of accounts receivable aightezl towards the third and fourth quarters.
This collection pattern, combined with histotlgahigh sales in the third quarter that result from
seasonality, typically lead to accounts receivaelels increasing throughout the year and
peaking in the third quarter. Inventory levéglpically increase in the first and second quarters
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and then begin to decline in the third or fibuquarter as sales levels exceed production. As a
result of these working capital movements, historically, Ag Growth begins to draw on its
operating lines in the first or second quarter. The operating line balance typically peaks in the
second or third quarter and normally begins to decline later in the third quarter as collections of
accounts receivable increase. Ago®th has typically fully repaid its operating line balance by
early in the fourth quarter.

Results in 2011 are generally expected to appraeitigtorical patterndiowever due to a larger

than typical opening cash balance the Company may not draw on its operating lines to the same
extent as in prior years. Acquisitions completed in 2010 are expected to have a minor effect on
seasonal working capital requirements in 2011 as sales and EBITDA at Mepu and Tramco have
historically been weighted to the second and third quarters.

Capital Expenditures

Ag Growth had maintenance capigxpenditures of $0.6 million in the first quarter of 2011,
representing 1.0% of sales (2010 - $1.1 million 2.1% of sales). Maintenance capital
expenditures in 2011 relate primarily to purchasemanufacturing equipment, trucks, trailers,
and forklifts and were funded through cash froperations. Maintenance mital expenditures in
2011 are expected to increase slightly over 2046l$e largely due to the addition of three new
divisions in 2010, and are expectede funded through cash from operations.

Ag Growth defines maintenance capital expendduas cash outlays required to maintain plant
and equipment at current operating capacityg a&fficiency levels. Mn-maintenance capital
expenditures encompass other investments, imgudash outlays required to increase operating
capacity or improve operating efficiency. Agd@ith had non-maintenance capital expenditures

in the three months ended March 31, 20158 million (2010 - $4.9 million). As expected,
non-maintenance capital expenditures in 2011 limereased significantly from 2010 and have
been funded through cash from operationendhaintenance capital expenditures in 2011,
excluding approximately $3.2 million to complete the storage bin capacity project as discussed
below, are expected to return to 2009 leveld are expected to be financed through cash from
operations. The following capital expendituregevelassified as non-maintenance in 2011:

i. Grain storage bin capacity b in 2010 the Company invested $15.9 million towards a grain
storage bin manufacturing facility and automated storage bin production equipment. The
investment is expected to allow the Mmany to capitalize on international sales
opportunities and to increase sales in North AczerThe total project cost is estimated at
$19.1 million and the project is expectecbcompleted in the second quarter of 2011.

ii. Manufacturing equipment B the Company invested $0.1 million to upgrade certain
equipment to allow for increased capacity, primarily at Applegate.

Cash Balance
For the three month period ended March 31, 214 CompanyOs cash balance decreased $24.2
million (2010 B $20.7 million). The decrease ia tash balance in 2011 resulted from payments

related to the Tramco acquisition of $10.9 roillj strategic capital expenditures of $1.8 million
and seasonality.
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CONTRACTUAL OBLIGATIONS (thousands of dollars)

| Total | 2011 | 2012 | 2013 | 2014 | 2015+ |

| | | | | | |
Debentures \ $114,885 $ |0 $ |0 $ |0 $114,885 $/ 0
Long-term debt | 24,321 12 14 0 0 24,295
Capital leases \ 367 235 132 |0 |o |0
Operating leases | 2,212 716 510 313 248| 425|
Total obligations | $141,785 $963 | $656 | $313 | $115,133] $24,720|

Debentures relate to the aggregate princgrabunt of debentures issued by the Company in
October 2009 (see OConvertible DebenturesO). Longiebt at March 31, 2011 is comprised of

USD $25.0 million aggregate principal amount of secured notes issued through a note purchase
and private shelf agreement and GMAC financedalelioans. Capital lease obligations relate to

a number of leases for equipment. The operatingele relate primarily to vehicle, equipment,
warehousing, and facility leases and were edter® in the normal course of business.

As at June 13, 2011, the Company had no outstanding commitments in relation to capital
expenditures for building and equipment.

CAPITAL RESOURCES
Cash

The Company had a cash balance of $10.8aniltis at March 31, 2012010 B $88.4 million).
The CompanyOs cash balance at March 31, 284 Bigher than is typical because it included the
majority of the net proceeds received fromQatober 2009 debenture offering (see OConvertible
DebenturesO). The debenture proceeds legyely deployed later in fiscal 2010.

Long-term debt

On October 29, 2009, the Company authorized the issue and sale of USD $25.0 million aggregate
principal amount of secured notes through a potehase and private shelf agreement. The notes
are non-amortizing and bear interest at 6.80% rmature October 29, 2016. The agreement also
provides for a possible future issuance and sai®tes of up to an additional USD $75.0 million
aggregate principal amount, with maturity dates no longer than ten years from the date of
issuance. Ag Growth is subject to certainaficial covenants, inolling a maximum leverage

ratio and a minimum debt service ratio. Themany is in compliance with all financial
covenants.

On October 29, 2009, the Company also enterededit facility with three Canadian chartered
banks that includes CAD $10.0 million and USD $2.0 million available for working capital
purposes, and provides for non-amortizing long-term debt of up to CAD $38.0 million and USD
$20.5 million. No amounts were drawn under thesslifies as at March 31, 2011. The facilities
bear interest at rates of prime plus 0.50 %brime plus 1.50% based on performance calculations
and matures on October 29, 2012. Ag Growth ket to certain financial covenants, including

a maximum leverage ratio and a minimum dsbétvice ratio, and is in compliance with all
financial covenants.
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For the three months ended March 31, 2011, thep@oyOs effective interest rate on its U.S.
dollar term debt was 3.8% (2010 b 3.8%) andso@anadian dollar term debt was 3.5% (2010 D
2.8%). See OFinancial InstrumentsO.

Obligation under capital leases

In conjunction with the Franklin acquisitionettCompany assumed a number of capital leases for
manufacturing equipment. The leases bear intatesites averaging 6.5% and mature in 2011
and 2012. The Company expects to exercise the buyout option upon maturity of the equipment
leases.

Convertible Debentures

In the fourth quarter of 2009, the Compasgued $115 million aggregate principal amount of
convertible unsecured subordinated debentures (Debentures”) at a price of $1,000 per
Debenture. The Debentures bear interest ahana rate of 7.0% payable semi-annually on June

30 and December 31. Each Dehgatis convertible into common shares of the Company at the
option of the holder at a conversion price of $44.98 per common share. The maturity date of the
Debentures is December 31, 2014.

Net proceeds of the offering of approximaté$09.9 million were used by Ag Growth for
general corporate purposes and to repaytiegisndebtedness of approximately USD $37.6
million and CAD $11.9 million under the CompanyOs credit facility. In 2010, the Company used
proceeds from the Debentures to fund the adiprisi of Mepu, Franklin and Tramco (see
OAcquisitionsO) and to finance the expanefothe CompanyOs storage bin product line (see
Ocapital expendituresO).

The Debentures are not redeemable before DiaeeBi, 2012. On and after December 31, 2012

and prior to December 31, 2013, the Debentureyg bbearedeemed, in whole or in part, at the
option of the Company at a price equal to tipeincipal amount plus aceed and unpaid interest,
provided that the volume weighted average trading price of the common shares during the 20
consecutive trading days ending on the fifth imgdlay preceding the date on which the notice of
redemption is given is not less than 125% @& tlonversion price. On and after December 31,
2013, the Debentures may be redeemed, in whole or in part, at the option of the Company at a
price equal to their principal amount plus accrued and unpaid interest.

On redemption or at maturity, the Company may, at its option, subject to regulatory approval and
provided that no event of default has occurred,tetesatisfy its obligation to pay the principal
amount of the Debentures, in whole or in part, by issuing and delivering for each $100 due that
number of freely tradeable common shares obtained by dividing $100 by 95% of the volume
weighted average trading price of the comrsbares on the Toronto Stock Exchange (OTSXO)
for the 20 consecutive trading days ending onfifile trading day preceding the date fixed for
redemption or the maturity date, as the case loeayAny accrued and unpaid interest thereon will

be paid in cash. The Company may also ekadbject to any requirecegulatory approval and
provided that no event of default has occurred, tofgatlsor part of its obligation to pay interest

on the Debentures by delivering sufficient freelydgable common shares to satisfy its interest
obligation.

The Debentures trade on the TSX under the symbol AFN.DB.

20



COMMON SHARES

The following common shares were issued and antihg and participated pro rata in dividends
during the periods indicated:

# Common Shares \

December 31, 2009 13,078,0%0

Share award incentive plan issuance 140,000
December 31, 2010 12,543,440
Conversion of subordinated detberes ;556

|
|
|
Normal course issuer bid | (674,600)
|
|
|
|

March 31, 2011 and June 13, 2011

12,545,996

On December 10, 2009, Ag Growth commenced a normal course issuer bid for up to 1,272,423
common shares, representing 10% of the CompanyQOs public float at that time. In the year ended
December 31, 2010, the Company purchased 674,600 common shares for $23.4 million under the
normal course issuer bid. The normal course issuer bid was terminated on December 9, 2010.

During the three month period ended March 211 2,556 common shares were issued on
conversion of $115,000 principal amount ofkeatures. Ag Growth has reserved 2,554,136
common shares for issuance upon conversion of the Debentures as at March 31, 2011

Ag Growth has granted 220,000 share awards ruitsleshare award incentive plan. Effective
January 1, 2010, a total of 73,333 awards vested and the equivalent number of common shares
were issued to the participants. On October2ld,0, an additional 66,667 share awards vested

and the equivalent number of common shares were issued to the participant. Effective January 1,
2011, 40,000 share awards vested however munmmn shares were issued the participants

were compensated in cash ratttean common shares. As at Jurg 2011, 40,000 share awards
remain outstanding and subject to vesting andnamt of the exercise price are each exercisable

for one common share.

The administrator of the LTIP has acquired 317 ,88%mon shares to satisfy its obligations with
respect to awards under the LTIP for fiscal 20008, 2009 and 2010. These common shares are
not cancelled but rather are held by the admtist until such time as they vest to the LTIP
participants. As at March 31, 2011, a totall®5,929 common shares related to the LTIP had
vested to the participants.

A total of 15,117 deferred grants of common shares are outstanding under the CompanyOs
DirectorOs Deferred Compensation Plan.

Ag GrowthOs common shares trade on the TSX under the symbol AFN.
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DIVIDENDS

Ag Growth declared dividends to security resisl of $7.5 million in the three months ended
March 31, 2011 (2010 - $6.7 million). Ag Growihcreased its dividend rate from $0.17 per
common share to $0.20 per common share in November 2010. Ag GrowthOs policy is to pay
monthly dividends. The CompanyOs Board oé@ars reviews financial performance and other
factors when assessing dividend levels. An adjustment to dividend levels may be made at such
time as the Board determines an adjustment tonkibe best interest of the Company and its
shareholders.

FUNDS FROM OPERATIONS

Funds from operations, defined under ONdRSFMeasuresO is caglow from operating
activities before the net change in non-cashking capital balances related to operations and
stock-based compensation, less maintenance cegpahditures and adjusted for the gain or loss
on the sale of property, plant & equipment. Bhgective of presenting this measure is to provide
a measure of free cash flow. The definitiorclages changes in wdrlg capital as they are
necessary to drive organic growth and have hsitly been financed by the CompanyOs surplus
cash or its operating facility (See OCapitasdurcesO). Funds from ogi@ns should not be
construed as an alternative to cash flows faparating, investing, and financing activities as a
measure of the CompanyOs liquidity and cash flows.

(thousands of dollars) Three months ended
March 31

| 2011 | 2010 |

| | |
EBITDA | $13,318| $11,704
Stock based compensation | 714 1,524
Non-cash interest expense | 589 559
Translation loss (gain) on foreign exchange | (1,475) (1,410)
Interest expense | (3,118) (3,129)
Income taxes (paid) received | (1,707) 55
Maintenance capital expenditures | (643) (1,077) |
Funds from operations (1) | __$7.678 $8,236 |
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Funds from operations can be reconciledash provided by operating activities as follows:

(thousands of dollars) Three months ended
March 31
2011 | 2010 |
| |
Cash provided by operating activities $(24) $(3,638)

|

|

|
Change in non-cash working capital \ 6,329 12,931
Settlement of SAIP option \ 1,998 0
Maintenance capital expenditures \ (643) (1,0777)
Gain on sale of assets \ _ 18 20 |
Funds from operationg) \ $7,678| $8,236

| | |
Shares outstanding) \ 12,498,022 13,100,572
Dividends declared per share \ $0.60 $0.51
Funds from operations per shétg \ $0.61 | $0.63|
Payout ratiq1) \ 98% | 81%|

(1) See ONon-IFRS MeasuresO
(2) Fully diluted weighted average, excluding the potential dilution of the convertible debentures as
the calculation includes the interest expense related to the convertible debentures.

Dividends in a fiscal year are typicallurfded entirely through cash from operations, although
due to seasonality dividends may be funded mhat-term basis by the CompanyOs operating
lines. Dividends in the first quarter of 20%&re funded through casin hand and cash from
operations and the Company expects dividendeeérremainder of 201Wwill be funded through
cash on hand and cash from operations.

Ag GrowthOs Board of Directors reviews ficial performance and other factors when assessing
dividend levels. An adjustment to dividend levenay be made at such time as the Board
determines an adjustment to be in the besrést of the Company and its shareholders. The
Company increased its dividend from $2.04 peruam to $2.40 per annum in November 2010.

OUTLOOK

The primary demand drivers for portable grain handling equipment are volume of grains grown,
storage practices and commodity prices, and maneagebelieves these factors will continue to

be supportive of high levels afemand in 2011. U.S. farmers in 2011 planted approximately 90
million acres of corn (2010 B 87.9 million). éhigh number of acres planted, favourable U.S.
crop conditions in most areas and higher than historical commaodity prices bodes well for demand
for portable grain handling equipment.

Crop production in western Canada in 2010 wagtieely impacted by unusually high moisture

which led to higher than typical inventory carryoverdls at the dealer level. As a result, sales of
portable grain handling and storage equipmentvéstern Canada decreased 5% in the first
quarter of 2011 compared to the prior yealthdugh a late spring and excessive moisture in
certain areas have resulted in planting delays)agement currently anticipates sales levels in
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western Canada in the second half of 2011 will eddbose realized in the second half of 2010.
Demand for the balance of 2011 will be influenbgda number of factors, including the number
of acres ultimately planted by Canadian farmers.

Positive agricultural fundamentals and improvingcro-economic conditions both domestically
and internationally continue to stimulate demdor commercial grain handling equipment. First
quarter sales at the CompanyOs commercial divisikneeded the record levels experienced in
2010 and backorder levels remain strong. Basedurrent conditions management anticipates
continued high levels of doeestic and international demfor the balance of 2011.

In 2010 the Company initiated a project to exptrebreadth of its storage bin product offering
and increase its bin production capacity, pritjato allow Ag Growth to capitalize on
international sales opportunities. Production angphg commenced in the latter half of the
second quarter. Sales and marketing activity has bamust, particularly in new international
markets, and the Company expects increasedgedrin sales will positively impact its financial
results in the second half of 2011.

Ag Growth acquired three companies in 2010 amrditiclusion of their results for a full year in
2011 will significantly impact comparisons to 2010:

X Mepu (acquired April 29, 2010) manufactureaigrdrying systems and had average sales
and EBITDA of approximately 14 million Euros (CAD $19 million) and 1.5 million
Euros (CAD $2 million), respectively, in therée fiscal years prior to acquisition. The
nature of MepuOs business is very seasuittala heavy weighting towards the second
and third quarters. Results at Mepu hagproximated historical patterns and the
Company expects strong in-season dematioeirsecond and third quarters of 2011.

x Franklin (acquired October 1, 2010) is a custom manufacturer acquired to enhance the
CompanyOs manufacturing capabilities and to provide interdivisional manufacturing
support. Franklin has played an integrderin the development of the CompanyOs new
storage bin product line. FranklinOs existing custom manufacturing business is expected
to generate monthly sales of approximatglymillion and to roughly break-even on an
EBITDA basis.

x Tramco (acquired December 20, 2010) manufactures commercial chain conveyors and
related handling equipment, primarily fthe food processing sector, and had average
sales and EBITDA of approximately $30 nolti and $4 million, respectively, in the two
fiscal years prior to acquisition. Demandtie processing sector in 2011 remains strong,
particularly in overseas markets.

Financial results in 2011 will beositively impacted by the CompanyOs 2010 acquisitions and an
increased contribution from its recently expandemtagfe bin line. On a percentage basis, the
CompanyOs consolidated grossgimais expected to decreasempared to 2010 due to the
related change in product sales mix. In additgness margin percentages may be pressured by
increased input costs. The Company has historidadign able to largely mitigate rising input
costs through sales price increases, the useeef sbntracts and through the ability of the
CompanyOs commercial divisions to quote on projects based on current input costs.

Ag GrowthOs financial results are impactedheyrate of exchange between the Canadian and
U.S. dollars. A stronger Canadian dollar negagivigipacts sales and gg® margin percentages
compared to prior periods. The CompanyOsageerate of exchange in 2010 was $1.04. The
Canadian dollar has strengthened in 2011 andrdicgdy, based on prevailing exchange rates,
may have a negative impact when comparing Zbhcial results to those reported in 2010. In
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addition, based on prevailing exchange rates,Gbmpany expects its gain on foreign exchange
to decrease compared to the prior year.

On balance, based on current conditions mament anticipates continued strong North
American demand for both portable and commégiain equipment will be complemented by
increased sales and EBITDA from newly acquired divisions, the expansion of the CompanyOs
storage bin product offering and improving conditions in overseas markets.

CRITICAL ACCOUNTING ESTIMATES

The preparation of financial statements in comfity with IFRS requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure
of contingent assets and liabilities at the dattheffinancial statements and the reported amount

of revenues and expenses during the period. By their nature, these estimates are subject to a
degree of uncertainty and are based on higtbrexperience and trends in the industry.
Management reviews these estimates on agoiog basis. While management has applied
judgment based on assumptions believed to be realsanathe circumstances, actual results can

vary from these assumptions. It is possible thaterradly different results would be reported

using different assumptions.

Construction contracts

The percentage of completion and the revetmeecognize are determined on the basis of
estimates. Consequently, Ag Growth has enpténted an internal financial budgeting and
reporting system. In particular, Ag Growthviews the estimates of contract revenue and
contract costs on a quarterly basis.

Impairment of non-financial assets

Ag Growth's impairment test is based on vafuase calculations that use a discounted cash flow
model. The cash flows are derived from the fosedar the next five years and do not include
restructuring activities that Ag Growth is nottyemmmitted to or significant future investments
that will enhance the asset's performance ofQ&J being tested. The calculation is [amongst
others] sensitive to the discount rate used as agthe expected futugash inflows and the
growth rate used for extrapolation purposes.

Development costs

Development costs are capitalized. Initial capitalan of costs is based on management's
judgment that technical and economical feasibilgyconfirmed, usually when a project has
reached a defined milestone according to an established project management model.

Useful lives of key property, plant and equipment and intangible assets

The depreciation method and useful lives reftbet pattern in which management expects the
asset's future economic benefits to be consumed by Ag Growth.
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Fair value of financial instruments

Where the fair value of financial assets afidancial liabilities recorded in the interim
consolidated statement of financial positiommat be derived from active markets, they are
determined using valuation techniques includimg discounted cash flow models. The inputs to
these models are taken from observable marketsewgassible, but where this is not feasible, a
degree of judgment is required in establishing ¥alues. The judgments include considerations
of inputs such as liquidity risk, credit risk amdlatility. Changes in assumptions about these
factors could affect the reported fair value of financial instruments.

Share-based payments

Ag Growth measures the cost of equity-setdhdre-based payment transactions with employees
by reference to the fair value of equity instrumiseat the grant date, whereas the fair value of
cash-settled share-based payments is remeaati@ery reporting dateEstimating fair value

for share-based payments requires determiniagrbast appropriate valuation model for a grant
of these instruments, which is dependent on thmgeand conditions of the grant. This also
requires determining the most appropriate ingatghe valuation model including the expected
life of the option, volatility and dividend yield.

Taxes

Uncertainties exist with respect to the interpietaof complex tax regulations, changes in tax
laws and the amount and timing of future taxab®me. Given the wide range of international
business relationships and the long-term natarel complexity of existing contractual
agreements, differences arising between the hotsalts and the assumptions made, or future
changes to such assumptions, could necessitatee fadjustments to tax income and expense
already recorded. Ag Growth establishes iovis, based on reasonable estimates, for possible
consequences of audits by the tax authoritighefespective countries in which it operates. The
amount of such provisions is bdsen various factors, such as experience of previous tax audits
and differing interpretations dofax regulations by the taxabkntity and the responsible tax
authority.

FINANCIAL INSTRUMENTS
Foreign exchange contracts

Risk from foreign exchange arises as a resftlvariations in exchange rates between the
Canadian and the U.S. dollar. Ag Growth haterd into foreign exchange contracts with a
Canadian chartered bank to ety hedge its foreign currency exposure on anticipated U.S.
dollar sales transactions and as at March 31, 2011, had outstanding the following foreign
exchange contracts:

Forward Foreign Exchange Contracts \

| Settlement Dates Face Amount Average Rate CAD Amount
USD (000’s) CAD (000°s)
\ April ® November 2011 | $37,000 $1.09 $40,321
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At March 31, 2011, the fair value of the outstang forward foreign exchange contracts was a

gain of $4.3 million. Consistenwith prior periods, the Company has elected to apply hedge
accounting for these contracts and the urzedli gain has been recognized in other

comprehensive income for the period ended March 31, 2011.

RISKS AND UNCERTAINTIES

The risks and uncertainties described below raethe only risks and uncertainties we face.
Additional risks and uncertainties not currently knaams or that we currently deem immaterial
also may impair operations. If any of the followingks actually occur, our business, results of
operations and financial condition, and the amaoointash available for dividends could be
materially adversely affected.

Industry Cyclicality and General Economic Conditions

The performance of the agricultural industry islmat, and to the extent that the agricultural
sector declines or experiences a downturn, thikkédy to have a negative impact on the grain
handling, storage and conditioning industmdahe business of Ag Growth. The agricultural
sector has benefited from the expansion of thereil industry, and tthe extent the ethanol
industry declines or experiences a downturn, thikéy to have a negative impact on the grain
handling, storage and conditioning industry, and the business of Ag Growth.

Future developments in the domestic anobgl economies may negatively impact the demand
for our products. Management cannot estimatdetw of growth or contraction of the economy
as a whole or of the economy of any particulgioe or market that we serve. Adverse changes
in our financial condition and results of opesas may occur as a result of continuing negative
economic conditions, declines in stock markets, remtipn of credit availability or other factors
affecting economic conditions generally.

Risk of Decreased Crop Yields

Decreased crop yields due to poor weather itiong and other factors are a significant risk
affecting Ag Growth. Both reduced crop voluna®l the accompanying decline in farm incomes
can negatively affect demand for grain handling, storage and conditioning equipment.

Potential Volatility of Production Costs

Various materials and components are purchased in connection with Ag GrowthOs manufacturing
process, some or all of which may be subjecivige price variation. @nsistent with past and
current practices within the industry, Ag Grovgbeks to manage its exposure to material and
component price volatility by planning and négbing significant purchases on an annual basis,

and endeavours to pass througlciustomers, most, if not all, of the price volatility. There can be

no assurance that industry dynamics will allow @Ggowth to continue to reduce its exposure to
volatility of production costs by passing dligh price increases to its customers.

Foreign Exchange Risk

Ag Growth generates a majority of its saledJu®. dollars, but a materially smaller proportion of
its expenses are denominated in U.S. dollaraddition, Ag Growth may denominate its long
term borrowings in U.S. dollars. Accordingly, ftuations in the rate of exchange between the
Canadian dollar and the U.S. dollar may siguaifitly impact the CompanyOs financial results.
Management has implemented a foreign currdregging strategy and has entered into a series
of hedging arrangements to partially mitigate theeptial effect of fluctuating exchange rates. To
the extent that Ag Growth does not adequakadgige its foreign exchange risk, changes in the
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exchange rate between the Canadian dollar and.®edollar may have a material adverse effect
on Ag GrowthOs results of operations, fess, prospects and financial condition.

Acquisition and Expansion Risk

Ag Growth may expand its operations by increashescope of operations at existing facilities
or by acquiring additional businesses, productseohnologies. There can be no assurance that
the Company will be able to identify, acquim, profitably manage daitional businesses, or
successfully integrate any acquired businesedymts, or technologies into the business, or
increase the scope of operations at existing facilwigsout substantial expenses, delays or other
operational or financial difficulties. The CompasydDility to increase its scope of operations or
acquire additional businesses may be impadtgdts cost of capital and access to credit.
Acquisitions and expansions may involve a bemof special risks including diversion of
managementOs attention, failuredtain key personnel, unantieiied events or circumstances,
and legal liabilities, some or all of which colidve a material adverse effect on Ag GrowthOs
performance. In addition, there can be no assaréimt an increase in the scope of operations at
existing facilities or that acquired businessesdpcts, or technologies will achieve anticipated
revenues and income. The failure of the Companyidoage its acquisitioor expansion strategy
successfully could have a material adverse effect on Ag GrowthOs results of operations and
financial condition.

Commaodity Prices, Internationalrade and Political Uncertainty

Prices of commodities are influenced by a variet unpredictable factors that are beyond the
control of Ag Growth, including weather, goverrmh€Canadian, United States and other) farm
programs and policies, and changes in globatatel or other economic factors. A decrease in
commodity prices could negatively impact the agltural sector, and the business of Ag Growth.
New legislation or amendments to existing $bafion, including the Energy Independence and
Security Act in the U.S., may ultimately impat#gmand for the CompanyOs products. The world
grain market is subject to numerous risks and uncertainties, including risks and uncertainties
related to international tradand global political conditions.

Competition

Ag Growth experiences competition in the marketsvhich it operates. Certain of Ag GrowthOs
competitors may have greater financial and cap#sources than Ag Growth. Ag Growth could
face increased competition from newly formedearerging entities, as well as from established
entities that choose to focus (acrease their existing focus) on Ag GrowthOs primary markets.
As the grain handling, storage and conditioningigpent sector is fragmented, there is also a
risk that a larger, formidable competitor may dseated through a combination of one or more
smaller competitors. Ag Growth may also face potential competition from the emergence of new
products or technology.

Seasonality of Business

The seasonality of the demand for Ag Growth@dyats results in lower cash flow in the first
three quarters of each calendar year and magacdinthe ability of theCompany to make cash
dividends to Shareholders, or the quantum chatividends, if any. No assurance can be given
that Ag GrowthOs credit facility will be sufficientdfiset the seasonal variations in Ag GrowthOs
cash flow.

Business Interruption

The operation of Ag GrowthOs manufacturiagilities are subject to a number of business
interruption risks, including delays in obtaigi production materials, plant shutdowns, labour
disruptions and weather conditions/natural dexastAg Growth may suffer damages associated
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with such events that it cannot insure againswloich it may elect not to insure against because
of high premium costs or other reasons. For iraAg GrowthOs Rosenort facility is located in
an area that is often subject to widespreadding, and insurance coverage for this type of
business interruption is limited. Ag Growth n®t able to predict the occurrence of business
interruptions.

Litigation

In the ordinary course of its business, Ag Gitownay be party to various legal actions, the
outcome of which cannot be predicted with cetiai®ne category of potential legal actions is
product liability claims. Farming is an inherentlgngerous occupation. Grain handling, storage
and conditioning equipment used on farms maylr@syproduct liability claims that require not
only proper insuring of risk, but mag@ment of the legal process as well.

Dependence on Key Personnel

Ag GrowthOs future business, financial conditard operating results depend on the continued
contributions of certain of Ag GrowthOseeutive officers and other key management and
personnel, certain of whom would be difficult to replace.

Labour Costs and Shortages and Labour Relations

The success of Ag GrowthOs business dependslange number of both hourly and salaried
employees. Changes in the general conditiorikedEmployment market could affect the ability

of Ag Growth to hire or retain staff at curremtige levels. The occurrence of either of these
events could have an adverse effect on the @ogips results of operations. There is no assurance
that some or all of the employees of Ag Growth not unionize in the future. If successful, such

an occurrence could increase labour costs aneélifienave an adverse affect on Ag GrowthOs
results of operations.

Distribution, Sales Representative and Supply Contracts

Ag Growth typically does not enter into written agreements with its dealers, distributors or
suppliers. As a result, such parties may, withootice or penalty, terminate their relationship
with Ag Growth at any time. In addition, evénsuch parties should decide to continue their
relationship with Ag Growth, there can be no gusea that the consideration or other terms of
such contracts will continue on the same basis.

Availability of Credit

Ag GrowthOs credit facility expires October 2012, and is renewable at the option of the
lenders. There can be no guarantee the Companyevdble to obtain alternate financing and no
guarantee that future credit facilities will hattee same terms and conditions as the existing
facility. This may have an adverse effect or thompany, its ability to pay dividends and the
market value of its common shares. In additithee, business of the Company may be adversely
impacted in the event that the Compang@somer base does not have access to sufficient
financing. Sales related to the constructioncommercial grain handling facilities, sales to
developing markets, and sales to North American farmers may be impacted.

Interest Rates

Ag GrowthOs term and operating credit facilities beardst at rates that are in part dependant on
performance based financial ratios. The CompamySt of borrowing may be impacted to the
extent that the ratio calculation results in acré@ase in the performance based component of the
interest rate. To the extent that the Compaary term and operating loans where the fluctuations
in the cost of borrowing are not mitigated byterest rate swaps, the CompanyOs cost of
borrowing may be impacted by fluctians in market interest rates.
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Uninsured and Underinsured Losses

Ag Growth will use its discretion in deternnigg amounts, coverage limits and deductibility
provisions of insurance, with a view to mainiag appropriate insur@e coverage on its assets

and operations at a commercially reasonable aost on suitable terms. This may result in
insurance coverage that, in the event of a subatdoss, would not be sufficient to pay the full
current market value or current replacement cost of its assets or cover the cost of a particular
claim.

Cash Dividends are not Guaranteed

Future dividend payments by Ag Growth ana tlevel thereof is uncertain, as Ag Growth's
dividend policy and the funds available for thayment of dividends from time to time are

dependent upon, among other things, operatasgh dlow generated by Ag Growth and its

subsidiaries, financial requirements for Ag Gtb\w operations and the execution of its growth
strategy, fluctuations in working capital ane ttiming and amount of capital expenditures, debt
service requirements and other factors beyond Ag GrowthOs control.

Income Tax Matters

Income tax provisions, including current and fetincome tax assets and liabilities, and income

tax filing positions require estined and interpretations of fedeaad provincial income tax rules

and regulations, and judgments as to their im&zgdion and application tdg Growth's specific
situation. The amount and timing of reversafisemporary differences will also depend on Ag
Growth's future operating results, acquisitions and dispositions of assets and liabilities. The
business and operations of Ag Growth are compled Ag Growth has executed a number of
significant financings, acquisitionseorganizations and businessntmnations over the course of

its history including the Conversion. The computation of income taxes payable as a result of these
transactions involves many complex factors vesll as Ag GrowthOs interpretation of and
compliance with relevant tax legislation andyukations. While Ag Growth believes that its
existing and proposed tax filing positions are more likely than not to be sustained, there are a
number of existing and proposed tax filing positiomduding in respect of the Conversion that

may be the subject of review by taxation authesitiTherefore, it is possible that additional taxes
could be payable by Ag Growth and the ultimate value of Ag Growth's income tax assets and
liabilities could change in the future and tlidtanges to these amounts could have a material
effect on these consolidated financial statements.

Ag Growth May Issue Additional Common Sha®iluting Existing ShareholdersO Interests

The Company is authorized to issue animited number of common shares for such
consideration and on such teranrsd conditions as shall be established by the Directors without
the approval of any Shareholders, except as retjbiyeghe TSX. In addition, the Company may,
at its option, satisfy its obligations with respexthe interest payable on the Debentures and the
repayment of the face value of the Debesguhrough the issuance of common shares.

Leverage, Restrictive Covenants

The degree to which Ag Growth is leverdgeould have important consequences to the
Shareholders, including: (i) the ability to obtadditional financing for working capital, capital
expenditures or acquisitions in the future maylitmited; (ii) a material portion of Ag GrowthOs
cash flow from operations may need to be dedicitgdyment of the principal of and interest on
indebtedness, thereby reducing funds availaldufture operations and to pay dividends; (iii)
certain of the borrowings under the CompanyOs daeility may be at variable rates of interest,
which exposes Ag Growth to the risk of increaseadrgst rates; and (iv) Ag Growth may be more
vulnerable to economic downturaad be limited in its ability to withstand competitive pressures.
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Ag GrowthOs ability to make scheduled paymengsin€ipal and interest on, or to refinance, its
indebtedness will depend on itddte operating performance and cash flow, which are subject to
prevailing economic conditions, prevailing interastte levels, and riiancial, competitive,
business and other factors, mariywhich are beyond its control.

The ability of Ag Growth to make dividends iwrake other payments or advances will be subject
to applicable laws and contractual restdod contained in the instruments governing its
indebtedness, including the CompanyOs credlityaand note purchase agreement. Ag GrowthOs
credit facility and note purchase agreement aiontrestrictive covenants customary for
agreements of this nature, including covenahtt limit the discretion of management with
respect to certain business matters. These covepkue restrictions on, among other things, the
ability of Ag Growth to incur additional indeluteess, to pay dividends or make certain other
payments and to sell or otherwise dispose dfermeal assets. In addition, the credit facility and
note purchase agreement contain a number of finacmi@nants that will require Ag Growth to
meet certain financial ratios and financial testdailure to comply with these obligations could
result in an event of default which, if notred or waived, could permit acceleration of the
relevant indebtedness and triggieancial penalties including a make-whole provision in the note
purchase agreement. If the indebtedness undecrdtit facility and note purchase agreement
were to be accelerated, there can be no assutfzatcdde assets of Ag Growth would be sufficient
to repay in full that indebtedness. There cao dle no assurance that the credit facility or any
other credit facility will be able to be refinanced.

International Sales and Operations

A portion of Ag Growth's sales are generatetbuerseas markets and Ag Growth anticipates
increasing its offshore sales and operations infuh@e. Sales and operations outside of North
America, particularly in emerging markets, are subject to various risks, including: currency
exchange rate fluctuationdpreign economic conditions; tradbarriers; competition with
domestic and international manufacturers and Igensp exchange contrglsational and regional
labour strikes; political risks and risks of irases in duties; taxes and changes in tax laws;
expropriation of property, cancellation or modgiion of contract rights, unfavourable legal
climate for the collection of unpaid accountsacbes in laws and policies governing operations
of foreign-based companies, as well as risks & ue to civil strife and acts of war. There is no
guarantee that one or more of these factors will not materially adversely affect Ag GrowthOs
offshore sales and operations in the future.

RECENT ACCOUNTING CHANGES

For all periods up to and including the yeaded December 31, 2010, Ag Growth presented its
consolidated financial statements in acemce with CGAAP. The CompanyOs financial
statements for the three-month period endedcM&1, 2011, and this MD&A, are the first Ag
Growth has prepared in accordance with IFRS.

Transition to IFRS

For the majority of accounting policy choices, the Company did not change the accounting
policies it applied under CGAAP if it was notgrered to do so under IFRS. In preparing its
consolidated financial statements in accordamitle IFRS 1 First-time Adoption of International
Financial Reporting Standards (OIFRS 10), timep@oy availed itself of certain of the optional
exemptions from full retrospective applicaii of IFRS. A comprehensive summary of the
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optional exemptions applied by the Companin@uded in Note 33 in the CompanyOs March 31,
2011 unaudited interim consolidated financial statements.

The transition to IFRS did result in a number of changes to the CompanyOs Statements of
Financial Position as at January 1, 2010, its IERS&sition date, and to its Statements of Income,
Comprehensive Income, Cash Flows and Eduityits 2010 reporting periods. A comprehensive
summary of all of the significant change<lirding the various reconciliations of CGAAP
financial statements to those prepared und&SlIfs included in Note 33 in the CompanyQOs
March 31, 2011 unaudited interim consolidatethficial statements. Although the adoption of
IFRS resulted in adjustments to the Company@adial statements, it did not materially impact

the underlying cash flows or profitability trends of the Company.

NEW ACCOUNTING PRONOUNCEMENTS

IFRS 9 Financial Instruments: Classification and Measurement

IFRS 9 as issued reflects the first phase ofl#@B0Os work on the replacement of the existing
standard for financial instruments (IAS 39) ampplies to classification and measurement of
financial assets as defined in IAS 39. The stanaeffective for annual periods beginning on or

after January 1, 2013. In subsequentagas, the IASB will address classification and
measurement of financial liabilities, hedge accmghand derecognition. The completion of this

project is expected in early 2011. The adoptiotheffirst phase of IFRS 9 will have an effect on

the classification and measurement of Ag Gr@gHinancial assets. The Company will quantify
the effect in conjunction with the other phasesemwlssued, to present a comprehensive picture.

IFRS 10 Consolidated Financial Statements

IFRS 10 replaces the portion of IAS 27 Consobdatnd Separate Financial Statements that
addresses the accounting for consolidated finaneitdrsients. It also incled the issues raised in
SIC-12 Consolidation N Special Purpose Emtiti What remains in IAS 27 is limited to
accounting for subsidiaries, jointly controlledtitas, and associates in separate financial
statements. IFRS 10 establishes a single contadel that applies to all entities (including
Ospecial purpose entities,O or Ostructured entitiesCages now referred to in the new standards,
or Ovariable interest entitiesO as theyrefmred to under generally accepted accounting
principles in the United States). The change®hiced by IFRS 10 will require management to
exercise significant judgement to determineichhentities are controlled, and therefore are
required to be consolidated by a parent, coegbavith the requirements that were in 1AS 27.
Under IFRS 10, an investor controls an investden it is exposed, or has rights, to variable
returns from its involvement with the investee drad the ability to affect those returns through
its power over the investee. This principle applio all investees, including structured entities.

IFRS 10 is effective for annual periods commagcbn or after January 1, 2013. The Group is
currently in the process of evaluating the licgtions of this new standard, if any.

IFRS 11 Joint Arrangements

IFRS 11 replaces IAS 31 Interests in Joinniees and SIC-13 Jointly-controlled Entities N
Non-monetary Contributions by Venturers. IFRE uses some of the terms that were used by
IAS 31, but with different meanings. Whereas IAS 31 identified three forms of joint ventures
(i.e., jointly controlled operations, jointly contied assets and jointly controlled entities), IFRS
11 addresses only two forms of joint arrangemgjoist operations and joint ventures) where
there is joint control. IFRS 11 defines joint amhtas the contractually agreed sharing of control
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of an arrangement which exists only when tkeeisions about the relevant activities require the
unanimous consent of the parties sharing control.

Because IFRS 11 uses the principle of control in IFRS 10 to define joint control, the
determination of whether joint control existzay change. In addition, IFRS 11 removes the
option to account for jointly controlled entities (XJEising proportionate consolidation. Instead,
JCEs that meet the definition of a joint venture must be accounted for using the equity method.
For joint operations (which includes formgintly controlled operations, jointly controlled
assets, and potentially some former JCES), $itygrcognizes its assets, liabilities, revenues and
expenses, and/or its relative share of thosmdteif any. In addition, when specifying the
appropriate accounting, IAS 31 focused on the l&yah of the entity, whereas IFRS 11 focuses

on the nature of the rights and obligations arising from the arrangement.

IFRS 11 is effective for annual periods commagcbn or after January 1, 2013. The Group is
currently in the process of evaluating the licgtions of this new standard, if any.

IFRS 12 Disclosure of Interests in Other Entities

IFRS 12 includes all of the disclosures that wereviously in IAS 27 related to consolidated
financial statements, as well as all of the disclesuhat were previously included in IAS 31 and
IAS 28 Investment in Associates. These disclostetse to an entityOs interests in subsidiaries,
joint arrangements, associates and structuréitiesn A number of new disclosures are also
required. One of the most significant changesothiced by IFRS 12 is that an entity is now
required to disclose the judgements madgetermine whether it controls another entity.

IFRS 12 is effective for annual periods commagcbn or after January 1, 2013. The Group is
currently in the process of evaluating the implicas of this new standard/hich will be limited
to disclosure requirements for the financial statements.

IFRS 13 Fair Value Measurement

IFRS 13 does not change when an entity is requio use fair value, but rather, provides
guidance on how to measure the fair valudimdncial and non-financiaassets and liabilities
when required or permitted by IFRS. While manytted concepts in IFRS 13 are consistent with
current practice, certain princgd, such as the prohibition on blockage discounts for all fair value
measurements, could have a significant eff€be disclosure requirements are substantial and
could present additional challenges.

Deferred Tax: Recovery of Underlying Assets (amendments to IAS 12)

On 20 December 2010, the IASB issued Drefeé Tax: Recovery of Underlying Assets
(amendments to IAS 12) concerning the deteatnom of deferred tax on investment property
measured at fair value. The amendments incorporate SIC-21 Income Taxes N Recovery of
Revalued Non-Depreciable Assets into IA3 for non-depreciable assets measured using the
revaluation model in IAS 16 Property, Plant dguipment The aim of the amendments is to
provide a practical solution for jurisdictions where entities currently find it difficult and
subjective to determine the expected manner ofvexgdor investment property that is measured
using the fair value model in IAS 40 Investm®@mnoperty. IAS 12 has been updated to include:

X A rebuttable presumption that deferred tax aregiment property measured using the fair

value model in IAS 40 should be determirmgdthe basis that its carrying amount will be
recovered through sale; and
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X A requirement that deferred tar non-depreciable assets,asared using the revaluation
model in IAS 16, should always be measured on a sale basis.

The amendments are mandatory for annual peri@dgnning on or after 1 January 2012, but
earlier application is permitted.This amendmenineg expected to have any impact on the
Company.

DISCLOSURE CONTROLS AND PROCEDURES AND INTERNAL CONTROLS

The Company acquired the shares of Mepu, the sasgdtranklin and the shares of Tramco in
fiscal 2010 (see OAcquisitionsO). Management hagulhotcompleted its review of internal
controls over financial reporting or disclosurentrols and procedures for these newly acquired
operations. Since the acquisitions occurred iwitthe 365 days of the reporting period,
management has limited the scope of design,samdequent evaluation, of disclosure controls
and procedures and internal controls over firn@eporting to exclude controls, policies and
procedures of the 2010 acquisitions, as perthitieder Section 3.3 of National Instrument 52-
109, Certification of Disclosure in IssuerOs Axtrand Interim Filings. For the period covered by
this MD&A, management has undertaken specifmcpdures to satisfy itself with respect to the
accuracy and completeness of the acquired oper@tifinancial information. The following is the
summary financial information pertaining to the waisitions that were included in Ag GrowthOs
consolidated financial statements foe three months ended March 31, 2011:

(thousands of dollars) | Mepu' | Franklin' | Tramco' |

| | | |
Revenue | $1,642 $3,939 $7,201
Net income | $(1,020) $(272) $625
Current assets | $7,484| $2,722 $12,928
Non-current assets | $10,459| $8,052 $21,834
Current liabilitie$ | $2,261| $1,781 $7,844
Non-current liabilitie$ | $1,026/ $132 $4,118

1 Results from January 1, 2011 to March 31, 2011
2 Balance sheet as at March 31, 2011

There have been no material changes in Ag @&®w internal controls over financial reporting
that occurred in the three month period ended M3, 2011, that have materially affected, or
are reasonably likely to materially affect,etiCompanyOs internal controls over financial
reporting.

NON-IFRS MEASURES

In analyzing our results, we supplement our asdéinancial measures that are calculated and
presented in accordance with IFRS, with a nundfenon-IFRS financial measures including
OEBITDAO, OAdjusted EBITDAO, Ogross ma@Qiuddls from operationsO, Opayout ratioO and
Otrade salesO. A non-IFRS financial measurenisr@rical measure of a company's historical
performance, financial position or cash flow tleatludes (includes) amounts, or is subject to
adjustments that have the effect of excludimgl(iding) amounts, that are included (excluded) in
most directly comparable measures calculatadi presented in accordance with IFRS. Non-IFRS
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financial measures are not standardized; tbeeefit may not be possible to compare these
financial measures with other companies' -flBRS financial measures having the same or
similar businesses. We strongly encourage imwvesto review our consolidated financial

statements and publicly filed reports in themtirety and not to rely on any single financial

measure.

We use these non-IFRS financial measures iditiath to, and in conjunction with, results
presented in accordance with IFRS. These non-ifiiR@cial measures reflect an additional way
of viewing aspects of our operations that, ewhviewed with our IFRS results and the
accompanying reconciliations to corresponding IFR@ncial measures, may provide a more
complete understanding of factorsdatrends affecting our business.

In the MD&A, we discuss the non-IFRS finanaméasures, including the reasons that we believe
that these measures provide useful informatiegarding our financial condition, results of
operations, cash flows and financial position, ppliaable and, to the extent material, the
additional purposes, if any, for which thesgasures are used. Reconciliations of non-IFRS
financial measures to the most directly complrdBRS financial measures are contained in the
MD&A.

Management believes that the Company's financial results may provide a more complete
understanding of factors and trends affegtiour business and be more meaningful to
management, investors, analysts and other inggtgxrties when certain aspects of our financial
results are adjusted for the gain (loss) oreiffn exchange and otheperating expenses and
income . This measurement is a non-IFRSasueement. Management uses the non-IFRS
adjusted financial results and non-IFRS ficial measures to measure and evaluate the
performance of the business and when discussindtgesith the board of directors, analysts,
investors, banks and other interested parties.

References to OEBITDAO are to profit befomme taxes, finance costs, amortization and
depreciation. References to OAdjusted EBITDAQEBITDA before the gain (loss) on foreign
exchange, other operating incorard other operating expensésanagement believes that, in
addition to profit or loss, EBITDA and AdjustdeBITDA are useful supplemental measures in
evaluating the CompanyOs performance. Management cautions investors that EBITDA and
Adjusted EBITDA should not replace profit or loss as indicators of performance, or cash flows
from operating, investing, and financing actiedtias a measure of the CompanyOs liquidity and
cash flows.

References to Otrade salesO are to sales netgafitthor loss on foreign exchange. References to
Ogross marginO are to trade sales less cost nfdries net of the depreciation and amortization
included in cost of sales. Management cautions investors that trade sales should not replace sales
as an indicator of performance.

References to Ofunds from operationsO are tofloasifrom operating activities before the net
change in non-cash working capital balances rélateperations and stock-based compensation,
less maintenance capital expenditures and adjdsteithe gain or loss on the sale of property,
plant & equipment. Management believes thagddition to cash provided by (used in) operating
activities, funds from operations provide a ws$e$upplemental measure in evaluating its
performance.

References to Opayout ratioO are to dividendsrddas a percentage of funds from operations.
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ADDITIONAL INFORMATION

Additional information relating to Ag Growthincluding Ag GrowthOs most recent Annual
Information Form, is available on SEDAR (www.sedar.gom

INVESTOR RELATIONS
Steve Sommerfeld

1301 Kenaston Blvd, Winnipeg, MB R3P 2P2
Phone: (204) 489-1855
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Unaudited Interim Consolidadl Financial Statements

Ag Growth International Inc.
March 31, 2011



Ag Growth International Inc.

UNAUDITED INTERIM CONSOLIDATED
STATEMENTS OF FINANCIAL POSITION

[in thousands of Canadian dollars]

ASSETS|[note 22]

Current assets

Cash and cash equivalefriote 15]

Cash held in trughote 7]

Restricted cds[note 16]

Accounts receivabl@ote 17]

Inventory[note 18]

Prepaid expenses and other adsetes 7 and 21[f]]
Income taxes recoverabl

Derivative instrumentnote 27]

Non-current assets

Property, plant and equipment, fredte 9]
Goodwill[note 11]

Intangible assets, nigtote 10]
Available-for-sale investmefriote 14]
Derivative instrumentote 27]
Deferred tax assg@tote 25]

Assets held for sajeote 13]

Total assets

LIABILITIES AND SHAREHOLDERS' EQUIT Y
Current liabilities

Accounts payable and accrued liabilifieote 24]
Customer deposit

Dividends payatal

Acquisition price, transaction and financing costs payjabtes 7 and 29]
Income taxes payabl

Current portion of long-term defsiote 22]

Current portion of obligations under finance ledisete 22]
Current portion of share award incentivergleote 21]
Provisiongnote 19]

Non-current liabilities

Long-term debfnote 22]

Obligations under finance leageste 22]

Convertible unsecured subordinated debenfnots 23]
Deferred tax liabilitynote 25]

Share award incentive plfmte 21]

Total liabilities

Shareholders' equity[note 20]

Common share

Accumulated other comprehensive income (loss
Equity component of convertible debenture
Contributed surplg

Retained earnirg

Total shareholders' equity

Total liabilities and shareholders' equity

As at As at As at
March 31, December 31, January 1,
2011 2010 2010

$ $ $

10,806 34,981 109,094

1,819 1,817 N

845 865 N
43,944 38,535 25,072
56,359 52,574 39,621
5,106 7,628 1,772
1,111 N 598
4,298 4,200 7,652
124,288 140,600 183,809
78,685 79,022 37,873
62,059 62,355 52,187
71,593 72,345 68,441
2,800 2,000 2,000
N N 1,848
39,483 42,063 47,356
254,620 257,785 209,705

1,101 N N
380,009 398,385 393,514
22,254 22,623 12,736
7,244 6,573 8,340
2,509 2,509 2,224
1,914 11,994 1,028

N 56 N
16 128 16

235 432 N

1,528 2,003 N
1,983 1,942 1,194
37,683 48,260 25,538
23,809 24,518 25,403

132 138 N
105,553 105,140 103,107
8,575 8,464 2,214
N 1,571 5,857
138,069 139,831 136,581
175,752 188,091 162,119
150,202 151,376 157,279
(753) (6) 5,590
5,105 5,105 5,105
4,826 6,121 3,859
44,877 47,698 59,562
204,257 210,294 231,395
380,009 398,385 393,514

Commitments and contingencjeste 32]
See accompanying notes

On behalf of the Board of Directors:

(signed) Bill Lamber

Directar

(signed) John R. Brodie, AC

Directar
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Ag Growth International Inc.

UNAUDITED INTERIM CONSOLIDATED

STATEMENTS OF INCOME

[in thousands of Canadian dollars, except per share amounts]

Sales
Cost of goods sdl[note 8[e]]
Gross margin

Expenses

Selling, general and administratijreote 8[f]]

Other operating inconfaote 8[a]]
Other operating expenspmte 8[b]]

Operating profit
Finance costpote 8[d]]
Finance incoménote 8[c]]
Profit before income taxes
Income tax expengaote 25]
Current
Deferred

Profit for the period

Profit per share - basic [note 30]
Profit per share - diluted [note 30]

See accompanying notes

Three-month period ended

March 31, March 31,
2011 2010
$ $
67,065 52,430
43,951 32,023
23,114 20,407
12,743 11,397
(588) (1,051)
138 N
12,293 10,346
10,821 10,061
3,118 3,129
(224) (158)
7,927 7,090
541 95
2,680 2,644
3,221 2,739
4,706 4,351
0.38 0.33
0.38 0.33
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Ag Growth International Inc.

UNAUDITED INTERIM CONSOLIDATED STATEMENT OF CHANGES IN

SHAREHOLDERS' EQUITY

[in thousands of Canadian dollars]

For the three-month period ended March 31, 2011

Equity
component of Cash flow hedge
convertible Contributed Retained and foreign Available-for-
Common shares debentures surplus earnings currency reserve  sale reserve Total equity
$ $ $ $ $ $ $

As at January 1, 2011 151,376 5,105 6,121 47,698 6) — 210,294
Profit for the period — — — 4,706 — — 4,706
Other comprehensive loss — — — — (1,335) 588 (747)
Total comprehensive income 151,376 5,105 6,121 52,404 (1,341) 588 214,253
Conversion of subordinated debentures

[note 20] 115 — — — — — 115
Share-based payment transactions [note 20] (1,289) — (1,295) — — — (2,584)
Dividends to shareholders [note 20] — — — (7,527) — — (7,527)
As at March 31, 2011 150,202 5,105 4,826 44,877 (1,341) 588 204,257

See accompanying notes
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Ag Growth International Inc.

UNAUDITED INTERIM CONSOLIDATED STATEMENT OF CHANGES IN
SHAREHOLDERS' EQUITY

[in thousands of Canadian dollars]

For the year ended December 31, 2010

Equity
component of Cash flow hedge
convertible Contributed Retained and foreign
Common shares debentures surplus earnings currency reserve  Total equity
$ $ $ $ $ $
As at January 1, 2010 157,279 5,105 3,859 59,562 5,590 231,395
Profit for the year — — — 30,324 — 30,324
Other comprehensive loss — — — — (5,596) (5,596)
Total comprehensive income 157,279 5,105 3,859 89,886 (6) 256,123
Share-based payment transactions 2,154 — 2,262 — — 4,416
Common shares purchased under normal
course issuer bid (8,057) — — (15,334) — (23,391)

Dividends to shareholders — — — (26,854) — (26,854)
As at December 31, 2010 151,376 5,105 6,121 47,698 6) 210,294

See accompanying notes
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Ag Growth International Inc.

UNAUDITED INTERIM CONSOLIDATED STATEMENT OF CHANGES IN
SHAREHOLDERS' EQUITY

[in thousands of Canadian dollars]

For the three-month period ended March 31, 2010

Equity
component of Cash flow hedge
convertible Contributed Retained and foreign
Common shares debentures surplus earnings currency reserve  Total equity
$ $ $ $ $ $
As at January 1, 2010 157,279 5,105 3,859 59,562 5,590 231,395
Profit for the period N N N 4,351 N 4,351
Other comprehensive loss N N N N (55) (55)
Total comprehensive income 157,279 5,105 3,859 63,913 5,535 235,691
Share-based payment transactions (204) N 93 N N (111)
Dividends to shareholders N N N (6,701) N (6,701)
As at March 31, 2010 157,075 5,105 3,952 57,212 5,535 228,879

See accompanying notes
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Ag Growth International Inc.

UNAUDITED INTERIM CONSOLIDATED

STATEMENTS OF COMPREHENSIVE INCOME

[in thousands of Canadian dollars]

Three-month period ended

Profit for the period

Other comprehensive income (loss)

Change in fair value of derivatives designated as cash
flow hedges

Income tax effect on cash flow hedges

Losses (gains) on derivatives designated as cash flow
hedges recognized in net earnings in the current period

Exchange differences on translation of foreign operations

Gain on available-for-sale financial assets

Income tax effect on available-for-sale financial assets

Other comprehensive income (loss) for the period

Total comprehensive income (loss) for the period

March 31, March 31,
2011 2010
$ $
4,706 4,351
1,043 2,899
28) (446)
(798) (964)
(1,552) (1,544)
800 N
(212) N
(747) (55)
3,959 4,296

See accompanying notes
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Ag Growth International Inc.

UNAUDITED INTERIM CONSOLIDATED
STATEMENTS OF CASH FLOWS

[in thousands of Canadian dollars, except per share amounts]

OPERATING ACTIVITIES
Profit before income taxes for the period
Add (deduct) items not affecting cash
Depreciation and impairment of property, plant and equipment
Amortization and impairment of intangible assets
Translation gain on foreign exchange
Non-cash component of interest expense
Stock-based compensation
Gain on sale of property, plant and equipment

Net change in non-cash working capital balances related to
operations /note 15]

Settlement of SAIP obligation

Income tax received (paid)

Cash used in operating activities

INVESTING ACTIVITIES

Acquisition of property, plant and equipment

Acquisition of shares of Tramco, Inc. /note 7], net of cash acquired
Proceeds from sale of property, plant and equipment

Development of intangible assets

Transaction costs paid

Cash used in investing activities

FINANCING ACTIVITIES

Repayment of long-term debt

Repayment of obligations under finance leases

Dividends paid

Decrease in financing costs payable

Purchase of shares in the market under the long-term incentive plan
Cash used in financing activities

Net decrease in cash and cash equivalents
during the period

Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

See accompanying notes

Three-month period ended

March 31, March 31,
2011 2010
$ $
7,927 7,090
1,223 751
1,050 734
(1,475) (1,410)
589 569
714 1,524
(18) (20)
10,010 9,238
(6,329) (12,931)
(1,998) —
(1,707) 55
(24) (3,638)
(2,403) (6,015)
(9,946) —
29 48
(306) —
(134) (603)
(12,760) (6,570)
(312) 4)
(204) —
(7,527) (6,689)
N (150)
(3,348) (3,608)
(11,391) (10,451)
(24,175) (20,659)
34,981 109,094
10,806 88,435
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Ag Growth International Inc.

NOTES TO UNAUDITED INTERIM CONSOLIDATED
FINANCIAL STATEMENTS

[in thousands of Canadian dollars, except where otherwise noted and per share data]

March 31, 2011

1. ORGANIZATION

The interim consolidated financial statements ofGmwth International Inc. ["Ag Growth Inc."]

for the three-month period ended March 31, 2011 were authorized for issuance in accordance with
a resolution of the directors on June 13, 20Af. Growth International Inc. is a listed company
incorporated and domiciled in Canada whose eshare publicly traded at the Toronto Stock
Exchange. The registered office is located3ftl1Kenaston Blvd., Winnipeg, Manitoba, Canada.

2. OPERATIONS
Ag Growth conducts business in the grain handling, storage and conditioning market.

Included in these interim consolidated financiatetents are the accounfsAg Growth Inc. and
all of its subsidiary partnerships and incorporated companies; together, Ag Growth Inc. and its
subsidiaries are referred to as "Ag Growth" or the "Company".

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

For all periods up to and including the yeadetsh December 31, 2010, Agrowth presented its
consolidated financial statemts in accordance with Canadigenerally accepted accounting
principles ["Canadian GAAP"]. The interim cottisated financial statements for the three-month
period ended March 31, 2011 are the first Ag Growth has prepared in accordance with
International Financial Reporting Standards ['IFRS"] as issued by the International Accounting
Standards Board ['IASB"].

Accordingly, Ag Growth has prepared financs&htements which comply with IFRS for periods
beginning on or after January 1, 2011 as described in the accounting policies below. In preparing
these interim consolidated financial statements, Ag Growth's opening statement of financial
position was prepared as at January 1, 2010GAgwth's date of transition to IFRS. Note 33
explains the principal adjustments made by Ag Growth in restating its Canadian GAAP statement
of financial position as at January 1, 2010, and its previously published Canadian GAAP financial
statements for the year ended December 810 2and the three-month period ended March 31,
2010, to be in compliance with IFRS.

Basis of preparation

The interim consolidated financial statementsmesented in Canadian dollars, which is also the
functional currency of the parent company Ag Growth International Inc. All values are rounded to
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Ag Growth International Inc.

NOTES TO UNAUDITED INTERIM CONSOLIDATED
FINANCIAL STATEMENTS

[in thousands of Canadian dollars, except where otherwise noted and per share data]

March 31, 2011

the nearest thousand. They arepared on the historical cost basis except for derivative financial
instruments and available-for-sale financial assets, which are measured at fair value.

The accounting policies set out below have been applied consistently to all periods presented in
these interim consolidated financial statemeartd in preparing an opening IFRS consolidated
statement of financial position at January 1, 2010, for the purposes of the transition.

In the preparation of these interim consolidated financial statements, Ag Growth has provided
additional disclosures to explain the transition to IFRS and provided incremental disclosures that
would normally have been presented in the weat 2010 financial statements, would those have
been prepared under IFRS. Future interim reports may not necessarily include the same level of
disclosures as these interim consolidated financial statements.

Statement of compliance

These interim consolidated financial statetsemnave been prepsd in accordance with
International Accounting Standards ['IAS"] IAS 3#iterim Financial Reportind"IAS 34"] and

are covered by IFRS Jirst-time Adoption of International Financial Reporting Standards
['IFRS 1"] because they are part of the permmlered by the Company's first IFRS financial
statements for the year ending December2d]1. These interim onsolidated financial
statements have been prepared in accordavitte those IFRS standards and International
Financial Reporting Interpretations Committ§#FRIC"] IFRIC interpretations issued and
effective or issued and early guted as at the time of prepay these statements. The IFRS
standards and IFRIC interpretations that willdpplicable at Decemb&i, 2011, including those
that will be applicable on an optional basis, arekmown with certainty at the time of preparing
these interim consolidated financial statements. Accordingly, the accounting policies will be
finalized when the first annual IFRS financistatements are prepared for the year ending
December 31, 2011. The policies set out below heen consistently applied to all the periods
presented.

Principles of consolidation

The interim consolidated financial statementslude the accounts of AGrowth International

Inc. and its wholly-owned subsidiaries, Ag Growth Industries Partnership, AGX Holdings Inc., Ag
Growth Holdings Corp., Westfield Distributing (North Dakota) Inc., Hansen Manufacturing Corp.
['Hansen"], Union Iron Inc. ["Union Iron"], Applegate Trucking Inc., Applegate Livestock
Equipment, Inc. ["Applegate"], Tramco, In§.Tramco"], Tramco Europe Ltd., Euro-Tramco
B.V., Ag Growth Suomi Oy and Mepu Oy ["Mepu"] as at March 31, 2011. Subsidiaries are fully
consolidated from the date of acquisition, being the date on which Ag Growth obtains control, and
continue to be consolidad until the date that sudontrol ceases. The financial statements of the
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Ag Growth International Inc.

NOTES TO UNAUDITED INTERIM CONSOLIDATED
FINANCIAL STATEMENTS

[in thousands of Canadian dollars, except where otherwise noted and per share data]

March 31, 2011

subsidiaries are prepared for the same temprperiod as the Company, using consistent
accounting policies. Alintra-company balances, income agenses and unrealized gains and
losses resulting from intra-company transactions are eliminated in full.

Business combinations and goodwill

Business combinations are accounted for using thehpee method. The cost of an acquisition is
measured as the fair value of the assets given, equity instruments and liabilities incurred or
assumed at the date of exchange. Acquisiti@tsdor business combinations incurred subsequent

to January 1, 2010 are expensed and included in selling, general and administrative expenses.
Identifiable assets acquired and liabilities aomhtingent liabilities assumed in a business
combination are measured initially at fair values at the date of acquisition.

Goodwill is initially measured at cost, being the excess of the cost of the business combination
over Ag Growth's share in the net fair valuetioé acquiree's identifiable assets, liabilities and
contingent liabilities. Any negative difference is recognized directly in the statement of income.
If the fair values of the assets, liabilities and contingent liabilities can only be calculated on a
provisional basis, the business combination is recognized using provisional values. Any
adjustments resulting from the completion oé tlneasurement process are recognized within
12 months of the date of acquisition.

After initial recognition,goodwill is measured at cost lessyaccumulated impairment losses.

For the purpose of impairment testing, goodwill acquired in a business combination is, from the
acquisition date, allocated to eamfhAg Growth's cash-generatingita['CGU"] that are expected

to benefit from the synergies of the combination, irrespective of whether other assets and liabilities
of the acquiree are assigned to those CGUser@/goodwill forms part of a CGU and part of the
operating unit is disposed of, the goodwill associatid the operation disposed of is included in

the carrying amount of the operation when determining the gain or loss on disposal of operation.
If the Company reorganizes its reporting structure in a way that changes the composition of one or
more CGUs to which goodwill has been allocated, the goodwill is reallocated to the units affected.
Goodwill disposed of or reallocated in these casaeseasured based on the relative values of the
operation disposed of and the portion of the CGU retained or the relative fair value of the part of a
CGU allocated to a new CGU compared to the mamaining in the old organizational structure.

On first-time adoption of IFRS, Ag Growth elected not to apply IFRBU3jness Combinations
retrospectively to acquisitions carried out befdenuary 1, 2010. Accordingly, the goodwill
associated with acquisitions carried out priorthe IFRS transition date of January 1, 2010 is
carried at the amount reported in the consolidated financial statements prepared under Canadian
GAAP as of December 31, 2009.
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Ag Growth International Inc.

NOTES TO UNAUDITED INTERIM CONSOLIDATED
FINANCIAL STATEMENTS

[in thousands of Canadian dollars, except where otherwise noted and per share data]

March 31, 2011

Foreign currency translation

Each entity in Ag Growth determines its own functional currency and items included in the
financial statements of each entity areasured using that functional currency.

Transactions in foreign currencies are initialjcorded by Ag Growth entities at their respective
functional currency rates prevailing at the date of the transaction.

Monetary items are translated at the functionafrency spot rate as of the reporting date.
Exchange differences from monetary items aregeized in profit or loss. Non-monetary items

that are not carried at fair value are translated using the exchange rates as at the dates of the initial
transaction. Non-monetary items measured awvilire in a foreign currey are translated using

the exchange rates at the date when the fair value is determined.

The assets and liabilities of foreign operations are translated into Canadian dollars at the rate of
exchange prevailing at the reporting date andr thigitements of incomare translated at the
monthly rates of exchange. The exchange diff@erarising on the translation are recognized in
other comprehensive income. On disposal of a foreign operation, the component of other
comprehensive income relating to that particfiteeign operation is regmized in the statement

of income.

Any goodwill arising on the acquisition of a foreign operation and any fair value adjustments to
the carrying amounts of assets and liabilities ragigin the acquisition are treated as assets and
liabilities of the foreign operation and translatedhat rate of exchange prevailing at the reporting
date.

Property, plant and equipment

Property, plant and equipment is stated ait,coet of any accumulated depreciation and any
impairment losses determined. Cost includes the purchase price, any costs directly attributable to
bringing the asset to the location and condition necessary and, where relevant, the present value of
all dismantling and removal costs. Where major components of property, plant and equipment
have different useful lives, the components amgnized and depreciated separately. Ag Growth
recognizes in the carrying amount of an item of property, plant and equipment the cost of
replacing part of such an item when the cost is incurred and if it is probable that the future
economic benefits embodied with the item can be reliably measured. All other repair and
maintenance costs are recognized in the stateofigmcome as an expense when incurred.
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Ag Growth International Inc.

NOTES TO UNAUDITED INTERIM CONSOLIDATED
FINANCIAL STATEMENTS

[in thousands of Canadian dollars, except where otherwise noted and per share data]

March 31, 2011

Depreciation is calculated on a straight-line basir akie estimated usefilives of the assets as
follows:

Buildings and building components 20 to 60 years
Manufacturing equipment 10 to 20 years
Computer hardware 5 years

Leasehold improvements Over the lease period
Equipment under finance leases 10 years

Furniture and fixtures 5to 10 years
Vehicles 4 to 16 years

An item of property, plant and equipmentdaany significant part initially recognized is
derecognized upon disposal or when no future economic benefits are expected from its use or
disposal. Any gain or loss arising on derecognition of the asset is included in the statement of
income when the asset is derecognized.

The assets' useful lives and methods of depreniatfi@ssets are reviewed at each financial year
end, and adjusted prospectively, if appropriate. No depreciation is taken on construction in
progress until the asset is placed in use. Ansouwepresenting direct costs incurred for major
overhauls are capitalized and depreciated aber estimated useful life of the different
components replaced.

Leases

The determination of whether amrrangement is, or contains, a lease is based on whether
fulfilment of the arrangement is dependent on the use of a specific asset or assets or the
arrangement conveys a right to use the asset.

Finance leases, which transfer to Ag Growth suthistily all the risks and benefits incidental to
ownership of the leased item, are capitalized @acttmmencement of the lease at the fair value of

the leased property or, if loweat the present value of thminimum lease payments. Lease
payments are apportioned between finance charges and reduction of the lease liability so as to
achieve a constant rate of interest on the reimgibalance of the liability. Finance charges are
recognized in finance codtsthe statement of income.

Leased assets are depreciated over the useful lifeafsset. However, if there is no reasonable

certainty that Ag Growth will obtain ownership by the end of the lease term, the asset is
depreciated over the shorter of the estimataful life of the asset and the lease term.
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NOTES TO UNAUDITED INTERIM CONSOLIDATED
FINANCIAL STATEMENTS

[in thousands of Canadian dollars, except where otherwise noted and per share data]

March 31, 2011

Operating lease payments areaguized as an expense in the interim consolidated statement of
income on a straight-line basis over the lease term.

Borrowing costs

On or after the IFRS transition daiéJanuary 1, 201®orrowing costs directly attributable to the
acquisition, construction or production of an adkat necessarily takes a substantial period of
time, which Ag Growth considers to be 12 months or more, to get ready for its intended use or sale
are capitalized as part of the cost of the rethpeassets. All other borrowing costs are expensed

in the period they occur.

Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. The cost of
intangible assets acquired in a business combination is its fair value at the date of acquisition.
Following initial recognition, intangible assets are carried at cost less any accumulated
amortization and any accumulated impairment lossEse useful lives of intangible assets are
assessed as either finite or indefinite. Intangible assets with finite useful lives are amortized over
the useful economic life and assessed for impaitnahenever there is an indication that the
intangible asset may be impaired. The amortization method and amortization period of an
intangible asset with a finite useful life is revieavat least annually. Changes in the expected
useful life or the expected pattern of consumption of future economic benefits embodied in the
asset are accounted for by changing the amodizaieriod or method, asppropriate, and are
treated as changes in accounting estimates. aff@tization expense on intangible assets with
finite lives is recognized in the statement of income in the expense category consistent with the
function of the intangible assets.

Intangible assets with indefinite useful lives, which include brand names, are not amortized, but
are tested for impairment annually, either individually or at the CGU level. The assessment of
indefinite life is reviewed annually to determine whether the indefinite life continues to be
supportable. If not, the change in useful lifenfrindefinite to finite is made on a prospective
basis.

Internally generated intangible assets are damth when the product or process is technically

and commercially feasible and Agrowth has sufficient resourcts complete development. The

cost of an internally generated intangible assetprises all directly attributable costs necessary

to create, produce and prepare the asset to be capable of operating in the manner intended by
management. Expenditures incurred to develop new demos and prototypes are recorded at cost as
internally generated intangible assets. Amortization of the internally generated intangible assets
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[in thousands of Canadian dollars, except where otherwise noted and per share data]

March 31, 2011

begins when the development is complete and the asset is available for use and it is amortized over
the period of expected future benefit. Amortization is recorded in cost of goods sold. During the
period of development, the asset is tested for impairment at least annually.

Finite life intangible assets are amortized on agtdine basis over the estimated useful lives of
the related assets as follows:

Patents 8 years
Distribution networks 8-25 years
Demos and prototypes 3-10 years
Inventory order backlog 6 months
Software 8 years

Gains or losses arising from derecognition ofirtangible asset are measured as the difference
between the net disposal proceeds and the carrying amount of the asset and are recognized in the
statement of income when the asset is derecognized.

Impairment of non-financial assets

Ag Growth assesses at each réipgrdate whether there is an indication that an asset may be
impaired. If such an indication exists, or wremual testing for an asset is required, Ag Growth
estimates the asset's recoverable amount. The recoverable amount of goodwill as well as
intangible assets not yet available for use is estimated at least annually. The recoverable amount is
the higher of an asset's or CGU's fair value Essts to sell and its value in use. Where the
carrying amount of an asset or CGU exceeds its recoverable amount, the asset is considered
impaired and is written down to its recoverable amount.

Value in use is determined by discounting estimated future cash flows using a pre-tax discount
rate that reflects the current market assessmehedfme value of money and the specific risks of

the asset. In determining fair value less costselfy recent market transactions are taken into
account, if available. If no sudhansactions can be identified, an appropriate valuation model is
used. The recoverable amount of assets that do not generate independent cash flows is determined
based on the CGU to which the asset belongs.

Ag Growth bases its impairment calculation detailed budgets and frast calculations which
are prepared separately for each of Ag GrawvlBGUs to which the individual assets are
allocated. These budgets and forecast calculatiengearerally covering a period of five years.
For periods after five years, ar@nal value approach is used.
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An impairment loss is recognized in the statement of income if an asset's carrying amount or that
of the CGU to which it is allocated is higher than its recoverable amount. Impairment losses of
CGUs are first charged against the carrying @adfi the goodwill balance included in the CGU

and then against the value of the other assets, in proportion to their carrying amount. In the
statement of income the impairment losses artegrized in those expense categories consistent
with the function of the impaired asset.

For assets excluding goodwill, an assessment is made at each reporting date as to whether there is
any indication that previously recognized impairment losses may no longer exist or may have
decreased. If such indication exists, Ag Growstimates the asset's or CGU's recoverable
amount. A previously recognized impairment loss is reversed only if there has been a change in
the assumptions used to determine the asset's recoverable amount since the last impairment loss
was recognized. The reversal is limited so that the carrying amount of the asset does not exceed
its recoverable amount, nor excabeé carrying amount that would e been determined, net of
depreciation, had no impairment loss been recogriethe asset in prior years. Such a reversal

is recognized in the statement of income.

Goodwill is tested foimpairment annually as at Decemi3d and when circumstances indicate
that the carrying value may be impaired. Impairment is determined for goodwill by assessing the
recoverable amount of each CGU to which the galbdelates. Where the recoverable amount of

the CGU is less than its carrying amount, an immpent loss is recognized. Impairment losses
relating to goodwill cannot be reversed in future periods.

Intangible assets with indefinite useful lives arstdd for impairment annually as at December 31
either individually or at the CGU level, as appriate, and when circustances indicate that the
carrying value may be impaired.

Cash and cash equivalents

All highly liquid temporary cash investments widim original maturity of three months or less

when purchased are considered to be cash equivalents. For the purpose of the consolidated
statement of cash flows, cash and cash equivalents consist of cash and money market funds as
defined above, net of outstanding bank overdrafts.
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Inventory

Inventory is comprised of raw materials and finished goods. Inventory is valued at the lower of
cost and net realizable value, using a first-in, first-out basis. For finished goods, costs include all
direct costs incurred in production including direct labour and materials, freight, directly
attributable manufacturing overhead costs based on normal operating capacity and property, plant
and equipment depreciation.

Inventories are written down to nealizable value when the cost of inventories is estimated to be
unrecoverable due to obsolescence, damage or declining selling prices. Net realizable value is the
estimated selling price in the ordinary course of business, less estimated costs of completion and
the estimated costs necessary to make the d&leen the circumstances that previously caused
inventories to be written down below cost no longer exist or when there is clear evidence of an
increase in selling prices, the amount of the write down previously recorded is reversed.

Financial instruments
Financial assets and liabilities

Ag Growth classifies its financial assets as [i] financial assets at fair value through profit or loss,
[ii] loans and receivables or [iigvailable-for-sale, and its finantiabilities as either [i] financial
liabilities at fair value through profit or loss {iif] other financial liabilities. Derivatives are
designated as hedging instrumentan effective hedge, as appr@e. Appropriate classification

of financial assets and liabilities is determined at the time of initial recognition or when
reclassified in the consolidated statement of financial position.

All financial instruments are recognized initiallyfatr value plus, in the case of investments and
liabilities not at fair value through profit or lossretitly attributable transaction costs. Financial
instruments are recognized on the trade date, which is the date on which Ag Growth commits to
purchase or sell the asset.

Financial assets at fair value through profit or lo§sFVTPL"]

Financial assets at FVTPL include financial asketd-for-trading and financial assets designated
upon initial recognition at FVTPL. Financial assate classified as held-for-trading if they are
acquired for the purpose of selling or repurchasing in the near term. This category includes
derivative financial instruments entered into that are not designated as hedging instruments in
hedge relationships as defined by IAS 39.
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Financial assets at FVTPL are carried in the statement of financial position at fair value with
changes in the fair value recognized in financenmeor finance costs in the statement of income.

Ag Growth has currently not designated anyHiigial assets upon initial recognition as FVTPL.

Derivatives embedded in host contracts are accdunteas separate derivatives and recorded at

fair value if their economic characteristics and siskke not closely related to those of the host
contracts and the host contracts are not held-for-trading. These embedded derivatives are
measured at fair value with &hges in fair value recognized in the statement of income.
Reassessment only occurs if there is a changiéanterms of the coract that significantly
modifies the cash flows that would otherwise be required.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active matk Assets in this categoryciude receivables and cash and cash
equivalents. Loans and receivables are initialyognized at fair value plus transaction costs.
They are subsequently measured at amortizetl using the effective interest method less any
impairment. The effective interest amortization is included in finance income in the statement of
income. The losses arising from impairment aeognized in the statement of income in finance
costs.

Available-for-sale financial investments

Available-for-sale financial investments includguéy and debt securities. Equity investments
classified as available-for-salere those which are neither sified as held-for-trading nor
designated at FVTPL. Debt securities in thisgaty are those which are intended to be held for
an indefinite period of time and which may be sold in response to needs for liquidity or in
response to changes in the market conditions.

After initial measurement, available-for-sale ficél investments are subsequently measured at
fair value with unrealized gains or lossexagnized as other comprehensive income in the
available-for-sale reserve until thevestment is derecognized, at which time the cumulative gain

or loss is recognized in other operating income, or determined to be impaired, at which time the
cumulative loss is reclassified the statement of income in finance costs and removed from the
available-for-sale reserve.

For a financial asset reclassified out of the abééldor-sale category, any previous gain or loss on
that asset that has been recognized in equity is amortized to profit or loss over the remaining life of
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the investment using the effective interest method. Any difference between the new amortized
cost and the expected cash flows is also amegitbver the remaining life of the asset using the
effective interest method. If the asset is subsequently determined to be impaired, then the amount
recorded in equity is reclassfl to the statement of income.

Derecognition

A financial asset is derecognized when the rigit®ceive cash flows from the asset have expired
or when Ag Growth has transferred itghis to receive cash flows from the asset.

Impairment of financial assets

Ag Growth assesses at each réipgrdate whether there is anyjettive evidence that a financial

asset or a group of financial assets is impaired. A financial asset is deemed to be impaired if, and
only if, there is objective evidee of impairment as a result of one or more events that has
occurred after the initial recognition of the asset ifecurred 'loss event'] and that loss event has

an impact on the estimated future cash flows of the financial asset or the group of financial assets
that can be reliably estimated.

For financial assets carried at amortized cégf, Growth first assesses individually whether
objective evidence of impairment exists individually for financial assets that are individually
significant, or collectively for financial assets that are not individually significant. If Ag Growth
determines that no objective evidence of impairment exists for an individually assessed financial
asset, it includes the asset in a group of findrassets with similar credit risk characteristics and
collectively assesses them for impairment. Assets that are individually assessed for impairment
and for which an impairment loss is, or continues to be, recognized are not included in a collective
assessment of impairment.

If there is objective evidence that an impairment loss has occurred, the amount of the loss is
measured as the difference between the assatgnggamount and the present value of estimated
future cash flows. The present value of the estimated future cash flows is discounted at the
financial asset's original effective interest rate.

The carrying amount of the asset is reduced through the use of an allowance account and the
amount of the loss is recognized in profit or loss. Interest income continues to be accrued on the
reduced carrying amount and is accrued using theofatgerest used to discount the future cash
flows for the purpose of measuring the impairment Id8%e interest income is recorded as part of
finance income in profit or loss.
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Loans and receivables together with the asgediallowance are written off when there is no
realistic prospect of future recovery. If, in a subsequent year, the amount of the estimated
impairment loss increases or decreases beaz#uae event occurring after the impairment was
recognized, the previouskecognized impairment loss is increased or reduced by adjusting the
allowance account. If a write-off is later recovkréhe recovery is credited to finance costs in
profit or loss.

For available-for-sale financial investments, &gowth assesses at each reporting date whether
there is objective evidendtkat an investment or a group of investments is impaired. In the case of
equity investments classified asailable-for-sale, objective Eence would include a significant

or prolonged decline in the fair value of the investment below its cost. 'Significant' is evaluated
against the original cost of the investment and 'prolonged' against the period in which the fair
value has been below its original cost. Where there is evidence of impairment, the cumulative
loss - measured as the difference between the sitignicost and the current fair value, less any
impairment loss on that investment previously recognized in the statement of income - is removed
from other comprehensive income and recognigedhe interim consolidated statement of
income. Impairment losses on equity investments are not reversed through the statement of
income; increases in their fair value afterpairment are recognized directly in other
comprehensive income. In the case of delstriments classified as available-for-sale,
impairment is assessed based on the same criterfanancial assets carried at amortized cost.
However, the amount recorded for impairment is the cumulative loss measured as the difference
between the amortized cost and the current fair value, less any impairment loss on that investment
previously recognized in the statement of income. If, in a subsequent year, the fair value of a debt
instrument increases and the increase can betivgjgcrelated to an event occurring after the
impairment loss was recognized in the statement of income, the impairment loss is reversed
through the statement of income.

Financial liabilities at FVTPL

Financial liabilities at FVTPL include financial liabilities held-for-trading and financial liabilities
designated upon initial recognition as at FVTPEinancial liabilities are classified as held-for-
trading if they are acquired fahe purpose of selling in the near term. This category includes
derivative financial instruments entered into by the Company that are not designated as hedging
instruments in hedge relationships as defined by IAS 39.

Gains or losses on liabilities held-for-trading are recognized in the statement of income.

Ag Growth has not designated any finaht&bilities upon initial recognition as FVTPL.
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Other financial liabilities

Financial liabilities are measured at amortized assing the effective interest rate method.
Financial liabilities include long-term debt issued, which is initially measured at fair value, which
is the consideration received, net of transactiosts incurred. Transaction costs related to the
long-term debt instruments arecinded in the value of the imatments and amortized using the
effective interest rate method. The effective interest expense is included in finance costs in the
statement of income.

Derecognition

A financial liability is derecognized when the obligation under the liability is discharged or
cancelled or expires.

When an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liabiktne substantially modified, such an exchange or
modification is treated as a derecognition of the original liability and the recognition of a new
liability, and the difference in the respective cargysmounts is recognized in the statement of
income.

Interest income

For all financial instruments measured at amortizest, interest income or expense is recorded
using the effective interest method, which is thte that exactly discounts the estimated future
cash payments or receipts througé éxpected life of the financial instrument or a shorter period,
where appropriate, to the net carrying amount of the financial asset or liability. Interest income is
included in finance income ithe statement of income.
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Derivative instruments and hedge accounting

Ag Growth uses derivative financial instruments such as forward currency contracts and interest
rate swaps to hedge its foreign currency risk and interest rate risk. Such derivative financial
instruments are initially recognized at fair valoe the date on which a derivative contract is
entered into and are subsequently remeasuredratalae. Derivatives are carried as financial
assets when the fair value is positive and asifii@ liabilities when the fair value is negative.

Ag Growth analyzes all of its contracts, of both a financial and non-financial nature, to identify the
existence of any "embedded" derivatives. Eddael derivatives are accounted for separately
from the host contract at the inception date wttesir risks and characteristics are not closely
related to those of the host contracts anchtygt contracts are not carried at fair value.

Any gains or losses arising from changes in theviaiue of derivatives are recorded directly in
the statement of income, except the effective portion of cash flow hedges, which is recognized
in other comprehensive income.

For the purpose of hedge accting, hedges are classified as:

x Fair value hedges when hedging the exposureangss in the fair value of a recognized asset
or liability or an unrecognized firm commitment [except for foreign currency risk].

x Cash flow hedges when hedging exposure to vifitialm cash flows that is either attributable
to a particular risk associatedth a recognized asset or liaty or a highly probable forecast
transaction or the foreign currency risk in an unrecognized firm commitment.

At the inception of a hedge relationship, Ag Growth formally designates and documents the hedge
relationship to which Ag Growth wishes &pply hedge accounting and the risk management
objective and strategy for undertaking the hedge. The documentation includes identification of the
hedging instrument, the hedged item or transaction, the nature of the risk being hedged and how
the entity will assess the effectiveness of changes in the hedging instrument's fair value in
offsetting the exposure to changes in the cash flows attributable to the hedged risk. Such hedges
are expected to be highly effective in achievoifgetting changes in sh flows and are assessed

on an ongoing basis to determine that they actually have been highly effective throughout the
financial reporting periods for which they were designated.
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Hedges which meet the strict criteria fodbe accounting are accounted for as follows:

Fair value hedges

The change in the fair value of an interest rate hedging derivative is recognized in the statement of
income in finance costs. The clgenin the fair value of the hedged item attributable to the risk
hedged is recorded as part of the carrying value of the hedged item and is also recognized in the
statement of income in finance costs.

For fair value hedges relating to items carried at amortized cost, the adjustment to carrying value
is amortized through the statement of income over the remaining term to maturity. Effective
interest rate amortization may begin as soon as an adjustment exists and shall begin no later than
when the hedged item ceases to be adjusted foigeban its fair value attributable to the risk

being hedged.

If the hedged item is derecognized, the unamortized fair value is recognized immediately in the
statement of income.

When an unrecognized firnscommitment is designated as a hedged item, the subsequent
cumulative change in the fair value of the firm commitment attributable to the hedged risk is
recognized as an asset or liability with a corresponding gain or loss recognized in the statement of
income.

Cash flow hedges

The effective portion of the gain or loss on thédirg instrument is recognized directly as other
comprehensive income in the cash flow hedgervesavhile any ineffective portion is recognized
immediately in the statement of income in other operating income or expenses. Amounts
recognized as other comprehensive income arssterred to the statenteof income when the
hedged transaction affects profit or loss, such as when the hedged financial income or financial
expense is recognized or when a forecast saderse. Where the hedged item is the cost of a non-
financial asset or non-financial liability, tlenounts recognized as other comprehensive income
are transferred to the initial carrying amoofthe non-financial asset or liability.

If the forecast transaction or firm commitment islonger expected to occur, the cumulative gain

or loss previously recognized in equity is transferred to the statement of income. If the hedging
instrument expires or is sold,rteinated or exercised withoutplacement or rollover, or if its
designation as a hedge is revoked, any cumulative gain or loss previously recognized in other
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comprehensive income remains in other comprsive income until the forecast transaction or
firm commitment afécts profit or loss.

Ag Growth uses primarily forward currency contracts as hedges of its exposure to foreign
currency risk in foecast transactions and firm commitments.

Offsetting of financial instruments

Financial assets and financial liabilities are offsed the net amount reported in the statement of
financial position if, and only if, there is a currergliyforceable legal right toffset the recognized
amounts and there is an intention to settle on @asis, or to realize the assets and settle the
liabilities simultaneously.

Fair value of financial instruments

Fair value is the estimated amount that Ag Growth would pay or receive to dispose of these
contracts in an arm's length transaction betwewmwledgeable, willing parties who are under no
compulsion to act. The fair value of financial mshents that are tradéu active markets at each
reporting date is determined by reference to quoted market prices, without any deduction for
transaction costs.

For financial instruments not traded in an active market, the fair value is determined using
appropriate valuation techniques that are reaeghby market participants. Such techniques may
include using recent arm's length market transastioreference to the current fair value of
another instrument that is substantially the same, discounted cash flow analysis or other valuation
models.

Provisions

Provisions are recognized when Ag Growth hggesent obligation, legal or constructive, as a
result of a past event, it is probable that atfl@a of resources embodygneconomic benefits will

be required to settle the obligation and a reliable estimate can be made of the amount of the
obligation. Where Ag Growth expects some or all of a provision to be reimbursed, for example
under an insurance contract, the reimbursement@gnized as a separate asset but only when the
reimbursement is virtually certain. The expense relating to any provision is presented in the
statement of income, net of any reimbursement. If the effect of the time value of money is
material, provisions are discounted using a cuipesttax rate that reflects, where appropriate, the
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risks specific to the liability. Where discounting is used, the increase in the provision due to the
passage of time is recognized as a finance cost.

Warranty provisions

Provisions for warranty related costs are recognizieen the product is sold or service provided.
Initial recognition is based on historical experiendée initial estimate of warranty related costs
is revised quarterly.

Earnings per share

The computation of earnings per share is thase the weighted average number of shares
outstanding during the period. Diluted earnings per share are computed in a similar way to basic
earnings per share except that the weightedageeshares outstanding are increased to include
additional shares assuming the exercise of shtiens, share appreciation rights and convertible
debt options, if dilutive.

Revenue recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to Ag
Growth and the revenue can be reliably measured, regardless of when the payment is being made.
Revenue is measured at the fair value of thesiceration received or receivable, taking into
account contractually defined terms of paymentexaluding taxes or duty. Ag Growth assesses

its revenue arrangements against specific criteria in order to determine if it is acting as principal or
agent. Ag Growth has concluded that it is acting as a principal in all of its revenue arrangements.
The following specific recognition criteria musso be met before revenue is recognized:
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Sale of goods

Revenue from the sale of goods is in general recognized when significant risks and rewards of
ownership are transferred to the customer. Ag Growth generally recognizes revenue when
products are shipped, free on board shipping point; the customer takes ownership and assumes risk
of loss; collection of the related receivablepi®bable; persuasive evidence of an arrangement
exists; and, the sales price is fixed or determealCustomer deposits are recorded as a current
liability when cash is received frothe customer and recognizedragenue at the time product is
shipped as noted above.

In transactions involving the sale of specific cus¢r products, Ag Growthpplies lay away sales
accounting. Under lay away sales, Ag Growgitognizes revenue prior to the product being
shipped, provided the following criteria are met as of the reporting date:

X The goods are ready for delivery to the customer; this implies the goods have been produced to
the specifications of the customer and Ag Growth has assessed, through its quality control
processes, that the goodsmgy with the specifications;

x A deposit of more than 80% of the total aawt value for the respective goods has been
received,;

X The goods are specifically idéfied for the customer in Ag Growth's inventory tracking
system; and

x Ag Growth does not have any other obligation than to ship the product, or to store the product
until the customer picks it up.

Construction contracts

Ag Growth from time to time enters into arranggnts with its customerthat are considered
construction contracts. Thesent@cts [or a combination of coatts] are specifically negotiated

for the construction of an asset or a comboratdf assets that are closely interrelated or
interdependent in terms of their design, technology and function or their ultimate purpose or use.

Ag Growth principally operates fixed price contgctlf the outcome of such a contract can be
reliably measured, revenue associated with thetear®n contract is regmized by reference to

the stage of completion of the contract activity at period end [the percentage of completion
method].

The outcome of a construction contract can be estimated reliably when: [i] the total contract

revenue can be measured reliably; [ii] it is prdbahat the economic benefits associated with the
contract will flow to the entity; [iii] the costs womplete the contract and the stage of completion
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can be measured reliably; and [ittle contract costs attributaliie the contract can be clearly
identified and measured reliably so that actualremhtcosts incurred can be compared with prior
estimates.

When the outcome of a construction contract cabacestimated reliably [principally during early
stages of a contract], contracveaue is recognized only to thetemt of costs incurred that are
expected to be recoverable. In applying the percentage of completion method, revenue recognized
corresponds to the total contract revenue [as defined above] multiplied by the actual completion
rate based on the proportion of total contract costs [as defined above] incurred to date and the
estimated costs to complete.

Income taxes

Ag Growth and its subsidiaries are generally taxable under the statutes of their country of
incorporation.

Current income tax assets and liabilities for therent and prior period are measured at the
amount expected to be recovered from or paithéotaxation authorities. The tax rates and tax

laws used to compute the amount are those that are enacted or substantively enacted at the
reporting date in the countries where Ag Growth operates and generates taxable income. Current
income tax relating to items recognized directly in equity is recognized in equity and not in the
statement of income. Management periodically evaluates positions taken in the tax returns with
respect to situations in which applicable tax regulations are subject to interpretation and
establishes provisions where appropriate.

Ag Growth follows the liability method of accoungirfor deferred taxes. Under this method,
income tax liabilities and assets are recognizedh®restimated tax consequences attributable to
the temporary differences between the carrying value of the assets and liabilities on the financial
statements and their respective tax bases.

Deferred tax liabilities are recognized fdrtaxable temporary differences, except:

x Where the deferred tax liability arises from thigiah recognition of goodill or of an asset or
liability in a transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss.

X In respect of taxable temporary differences associated with investments in subsidiaries, where
the timing of the reversal of the temporary differences can be controlled and it is probable that
the temporary differences will notwerse in the foreseeable future.
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Deferred tax assets are recognized for alludéble temporary differences, carryforward of
unused tax credits and unused tax losses, to thetekt it is probable that taxable profit will be
available against which the deductible temporary differences and the carryforward of unused tax
credits and unused tax losses can be utilized.

The carrying amount of deferred tax assets iseme®d at each reporting date and reduced to the
extent that it is no longer probable that sufficikax@ble profit will be available to allow all or part

of the deferred tax asset to be utilized. Uogeized deferred tax assets are reassessed at each
reporting date and are recognized to the extieait it has become probable that future taxable
profits will allow the deferred tax asset to beowsred. Deferred tax assets and liabilities are
measured at the tax rates that are expected tg apphe year when thesaet is realized or the
liability is settled, based on tax rates [and tax laws] that have been enacted or substantively
enacted at the reporting date.

Deferred tax relating to items recognized outsid#ipor loss is recognized outside profit or loss.
Deferred tax items are recognized in correlation to the underlying transaction either in other
comprehensive income or directly in equity.

Deferred tax assets and deferred tax liabilities #isetif a legally enforceable right exists to
offset current tax assets against current income tax liabilities and the deferred taxes relate to the
same taxable entity and the same taxation authority.

Tax benefits acquired as part of a business caatibim but not satisfying the criteria for separate
recognition at that date, would be recognized subsequently if information about facts and
circumstances changed. The adjustment woulckehle treated as a reduction to goodwill if it
occurred during the measurementige or in profit or loss, when it occurs subsequent to the
measurement period.
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Sales tax

Revenues, expenses and assets are recognized net of the amount of sales tax except where the
sales tax incurred on a purchase of assets or services is not recoverable from the taxation authority,
in which case the sales tax is recognized as part of the cost of acquisition of the asset or as part of
the expense item as applicable and where receivables and payables are stated with the amount of
sales tax included.

The net amount of sales tax recoverable from, or payable to, the taxation authority is included as
part of receivables or payablestire statement of financial position.

Share-based compensation plans

Employees of Ag Growth may receive remmai®mn in the form of share-based payment
transactions, whereby employees render serviedseceive consideration in the form of equity
instruments [equity-settled transactions, kiegn incentive plan and directors deferred
compensation plan] or cash [cash-settled transact#hr@se award incentive plan]. In situations
where equity instruments are issw@ some or all of the goodssmrvices received by the entity
as consideration cannot be specifically identifigag, unidentified goods or services received are
measured as the difference between the fairevafithe share-based payment transaction and the
fair value of any identifiable goods or servigeseived at the grant date and are capitalized or
expensed as appropriate.

Equity-settled transactions

The cost of equity-settled transactions is recomh together with a ¢cresponding increase in
other capital reserves, in equity, over the period in which the performance and/or service
conditions are fulfilled.

The cumulative expense recognized for equity-gktii@nsactions at each reporting date until the
vesting period reflects the extent to which the vesting period has expired and Ag Growth's best
estimate of the number of the shares that will ultimately vest. The expense or credit recognized
for a period represents the movement in cumulative expense recognized as at the beginning and
end of that period and is recognized in theestent of income in the respective function line.
When options and other share-based compensation awards are exercised or exchanged, the
amounts previously credited to contributed surplus are reversed and credited to shareholders'
equity. The amount of cash, if any, received frpamticipants is also credited to shareholders'
equity.
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Where the terms of an equity-settled tratisacaward are modified, the minimum expense
recognized is the expense as if the terms hadhesrt modified, if the origal terms of the award
are met. An additional expense is recognizedafty modification that increases the total fair
value of the share-based payment transactionis atherwise beneficial to the employee as
measured at the date of modification.

Where an equity-settled award iscalled, it is treated as if it g&d on the date of cancellation
and any expense not yet recognized for the a@thg the total expemrsas calculated at the
grant date] is recognized immediately. Thislimles any award where stang conditions within

the control of either the Comparor the employee are not met. However, if a new award is
substituted for the cancelled award, and designadea replacement award thre date that it is
granted, the cancelled and new awards are treetefithey were a modification of the original
award. All cancellations of equity-setfieransaction awards are treated equally.

The dilutive effect of outstanding options is reflected as additional share dilution in the
computation of diluted earnings per share.

Cash-settled transactions

The cost of cash-settled transactions is meagunitally at fair value at the grant date using the
Black-Scholes modghote 21] This fair value is expensed over the period until the vesting date
with recognitionof a corresponding liability. The liability is remeasured to fair value at each
reporting date up to and including the settlement date, with changes in fair value recognized in the
statement of income in the line of the function the respective employee is engaged in.

Post-retirement benefit plans

Ag Growth contributes to retirement savings plans subject to maximum limits per employee. Ag
Growth accounts for such defined contributions as an expense in the period in which the
contributions are required to be made. Ag Glowoes not have any defined benefit plans.
Certain of Ag Growth's plans classify as malthployer plans and would ultimately provide the
employee a defined benefit pension. However, based upon the evaluation of the available
information, Ag Growthis not required to accourfior the plans in accordance with the defined
benefit accounting rules.
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Research and development expenses

Research expenses, net of related tax creditghanged to the statement of income in the period
they are incurred. Development costs are chatgeaxperations in the period of the expenditure
unless they satisfy the condition for recognition as an intangible asset, it is probable that future
economic benefits will flow to Ag Growth and the cost of the intangible asset can be reliably
measured.

Investment tax credits

Federal and provincial investment tax credits aseounted for as a reduction of the cost of the
related assets or expenditures in the yeawlich the credits are earned and when there is
reasonable assurance that the credits can be used to recover taxes.

4. SEASONALITY OF BUSINESS

Interim period sales and earnings historicallflec some seasonality. The third quarter is
typically the strongest primarily due to high in-season demand at the farm level. Ag Growth's
collections of accounts receivabie weighted towards the ttirand fourth quarters. This
collection pattern, combined witkeasonally high sales in tlieird quarter, result in accounts
receivable levels increasing throughout the year @ormally peaking in #hthird quarter. As a
result of these working capital movements, historically Ag Growth's use of its bank revolver is
typically highest in the first and second quarters, begins to decline in the third quarter as
collections of accounts ree@ible increase, and is repaid in thedtar fourth quarter of each year.

5. SIGNIFICANT ACCOUNTING J UDGMENTS, ESTIMATES AND
ASSUMPTIONS

The preparation of the financial statements iregumanagement to make judgments, estimates
and assumptions that affect the reported amounéss#ts, liabilities, income, expenses and the
disclosure of contingent liabilities. The estimatesl related assumptions are based on previous
experience and other factors considered reasonaoler the circumstances, the results of which
form the basis of making the assumptions aborryicey values of assets and liabilities that are

not readily apparent from other sources. However, uncertainty about these assumptions and
estimates could result in outcomes that require a material adjustment to the carrying amount of the
asset or liability affected in future periods.
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The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the periaghich the estimate is revised if the revision
affects only that period, or in the period of theismn and future periods if the revision affects

both current and future periods. The key assumptions concerning the future and other key sources
of estimation uncertainty at the reporting date that have a significant risk of causing a material
adjustment to the carrying amounts of assei$ l&bilities within the net financial year are
described below.

Construction contracts

The percentage of completion and the revetmeecognize are determined on the basis of
estimates. Consequently, Ag Growth has implemented an internal financial budgeting and
reporting system. In particular, Ag Growth reviews the estimates of contract revenue and contract
costs on a quarterly basis.

Impairment of non-financial assets

Ag Growth's impairment test is based on value in use or fair value less cost to sell calculations that
use a discounted cash flow model. The cashdlave derived from the forecast for the next five
years and do not include restructuring activities that Ag Growth is not yet committed to or
significant future investments that will enhartbe asset's performance of the CGU being tested.
The calculation is [amongst otherris] sensitive to the discount rateed as well as the expected
future cash inflows and the growth rate used for extrapolation purposes. The key assumptions
used to determine the recoverable amount fodiffierent CGUs, including a sensitivity analysis,

are further explained in note 12.

Development costs

Development costs are capitalized in accordamite the accounting policin note 3. Initial
capitalization of costs is based on management's judgment that technical and economical
feasibility is confirmed, usually when a projéws reached a defined milestone according to an
established project management model.
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Useful lives of key property, plant aad equipment and intangible assets

The depreciation method and useful lives reflect the pattern in which management expects the
asset's future economic benefits to be consumed by Ag Growth. Refer to note 3 for the estimated
useful lives.

Fair value of financial instruments

Where the fair value of financial assets and financial liabilities recorded in the statement of
financial position cannot be derived from active markets, they are determined using valuation
techniques including the discounted cash flow models. The inputs to these models are taken from
observable markets where possible, but where this is not feasible, a degree of judgment is required
in establishing fair values. The judgments include considerations of inputs such as liquidity risk,
credit risk and volatility. Changes in assumptionsuditthese factors could affect the reported fair
value of financial instruments.

Share-based payments

Ag Growth measures the cost of equity-setdbdre-based payment traosons with employees

by reference to the fair value of equity instruntseat the grant date, whereas the fair value of
cash-settled share-based payments is remeasugedrgtreporting date. Estimating fair value for
share-based payments requires determining the most appropriate valuation model for a grant of
these instruments, which is dependent on the terms and conditions of the grant. This also requires
determining the most appropriate inputs to the valuation model including the expected life of the
option, volatility and dividend yield.

Taxes

Uncertainties exist with respect to the intetatien of complex tax regulations, changes in tax

laws and the amount and timing of future taxab®me. Given the wide range of international
business relationships and the long-term nature and complexity of existing contractual agreements,
differences arising between the actual results and the assumptions made, or future changes to such
assumptions, could necessitate future adjustments to taxable income and expense already
recorded. Ag Growth establishes provisions, based on reasonable estimates, for possible
consequences of audits by the tax authorities of the respective countries in which it operates. The
amount of such provisions is based on various factors, such as experience of previous tax audits
and differing interpretations of tax regulatioby the taxable entity and the responsible tax
authority.
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Such differences of interpretation may arise on a wide variety of issues, depending on the
conditions prevailing in the respective company's domicile. As Ag Growth assesses the
probability for a litigation and subsequent cash outflow with respect to taxes as remote, no
contingent liability has been recognized. Deddrtax assets are recognized for all unused tax
losses to the extent that it is probable that taxable profit will be available against which the losses
can be utilized. Significant management judgnienéquired to determine the amount of deferred

tax assets that can be recognized, based upon the likely timing and the level of future taxable
profits together with future tax planning strategies.

Acquisition accounting

For acquisition accounting purposes, all identifiable assets, liabilities and contingent liabilities
acquired in a business combination are recognized at fair value at the date of acquisition.
Estimates are used to calculate the fair value of these assets and liabilities as of the date of
acquisition. Contingent consideration resulting from business combinations is valued at fair value
at the acquisition date as part of the businessbamtion. Where the contingent consideration
meets the definition of a derivative and, thusparfcial liability, it is subsequently remeasured to

fair value at each reporting date. The deternomatif the fair value is based on discounted cash
flows. The key assumptions take into consideration the probability of meeting each performance
target and the discount factor.

6. STANDARDS ISSUED BUT NOT YET EFFECTIVE

Standards issued but not yet effective up to the date of issuance of the Company's financial
statements are listed below. This listing isstdndards and interpretations issued which the
Company reasonably expects to dmplicable at a future date. The Company intends to adopt
those standards when they become effective.

Financial Instruments: Classificaion and Measurement ["'IFRS 9"

IFRS 9 as issued reflects the first phase ef I(RSB's work on the replacement of the existing
standard for financial instruments [IAS 39] and applies to classification and measurement of
financial assets as defined in IAS 39. The standard is effective for annual periods beginning on or
after January 1, 2013. In subsequent phadhe IASB will address classification and
measurement of financial liabilities, hedge accounting and derecognition. The adoption of the first
phase of IFRS 9 will have an effect on the classification and measurement of Ag Growth's
financial assets. The Company will quantify tifile@ in conjunction with the other phases, when
issued, to present a comprehensive picture.
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IFRS 10 ConsolidatedFinancial Statements

IFRS 10 replaces the portion of IAS Zbnsolidated and Separate Financial Statemehg
addresses the accounting for consolidated finan@tgrsents. It also includes the issues raised in
SIC-12 Consolidation N Special Purpose EntitieVhat remains in IAS 27 is limited to
accounting for subsidiaries, jointlgontrolled entities, and associates in separate financial
statements. IFRS 10 establishes a single control model that applies to all entities [including
'special purpose entities," or 'strured entitie' as they are now referred to in the new standards, or
'variable interest entities' as thage referred to in US GAAP]The changes introduced by IFRS

10 will require management to exercise significant judgment to determine which entities are
controlled, and therefore are required to dmnsolidated by a parent, compared with the
requirements that were in IAS 27. Under IFRS 10, an investor controls an investee when it is
exposed, or has rights, to variable returns from its involvement with the investee and has the
ability to affect those returns through its power over the investee. This principle applies to all
investees, including structured entities.

IFRS 10 is effective for annual periods commagadn or after January 1, 2013. The Company is
currently in the process of evaluating the implications of this new standard, if any.

IFRS 11 Joint Arrangements

IFRS 11 replaces IAS 3lnterests in Joint Ventureand SIC-13Jointly-controlled Entities N
Non-monetary Contributions by VenturelSRS 11 uses some of the terms that were used by IAS
31, but with different meanings. Whereas IAS 31 identified three forms of joint ventures [i.e.,
jointly controlled operations, jointly controlled assets and jointly controlled entities], IFRS 11
addresses only two forms of joint arrangements [joint operations and joint ventures] where there is
joint control. IFRS 11 defines joint control as the contractually agreed sharing of control of an
arrangement which exists only when the decisions about the relevant activities require the
unanimous consent of the parties sharing control.

Because IFRS 11 uses the principle of control RSF0 to define joint control, the determination

of whether joint control exists may change. In addition, IFRS 11 removes the option to account for
jointly controlled entities ["'JCES"] using proportionate consolidation. Instead, JCEs that meet the
definition of a joint venture must be accounted dising the equity method. For joint operations
[which includes former jointly controlled operations, jointly controlled assets, and potentially
some former JCES], an entity recognizes its assets, liabilities, revenues and expenses, and/or its
relative share of those items, if any. In iidd, when specifying th appropriate accounting,

IAS 31 focused on the legal form of the entity, whereas IFRS 11 focuses on the nature of the
rights and obligations arising from the arrangement.

71



Ag Growth International Inc.

NOTES TO UNAUDITED INTERIM CONSOLIDATED
FINANCIAL STATEMENTS

[in thousands of Canadian dollars, except where otherwise noted and per share data]

March 31, 2011

IFRS 11 is effective for annual periods commagain or after January 1, 2013. The Company is
currently in the process of evaluating the implications of this new standard, if any.

IFRS 12 Disclosure of Interests in Other Entities

IFRS 12 includes all of the disclosures that were previously in IAS 27 related to consolidated
financial statements, as well as all of the disclosures that were previously included in IAS 31 and
IAS 28 Investment in AssociateShese disclosures relate to an entity's interests in subsidiaries,
joint arrangements, associates and structured entities. A number of new disclosures are also
required. One of the most significant changes introduced by IFRS 12 is that an entity is now
required to disclose the judgments made to determine whether it controls another entity.

IFRS 12 is effective for annual periods commagadn or after January 1, 2013. The Company is
currently in the process of evaluating the imglimas of this new standard, which will be limited
to disclosure requirements for the financial statements.

IFRS 13 Fair Value Measurement

IFRS 13 does not change when an entity is requirese fair value, but rather, provides guidance

on how to measure the fair value of financial and non-financial assets and liabilities when required
or permitted by IFRS. While many of the concaptd~RS 13 are consistentith current practice,

certain principles, such as the prohibition on blockage discounts for all fair value measurements,
could have a significant effect. The disclosure requirements are substantial and could present
additional challenges.

IFRS 13 is effective for annual periods comniegcon or after January 1, 2013 and will be
applied prospectively. The Company is currentlythia process of evaluating the implications of
this new standard.

Deferred Tax: Recovery of Underlyng Assets (amendments to IAS 12)

On December 20, 2010, the IASB issuBeferred Tax: Recovery of Underlying Assets
(amendments to IAS 12) concerning the determination of deferred tax on investment property
measured at fair value. Tr@mendments incorporate SIC-2acome Taxes N Recovery of
Revalued Non-Depreciable Assétto IAS 12 for non-depreciable assets measured using the
revaluation model in IAS 1@roperty, Plant and EquipmentThe aim of the amendments is to
provide a practical solution for jurisdictions where entities currently find it difficult and subjective

to determine the expected manner of recovery for investment property that is measured using the
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fair value model in IAS 4nvestment PropertyAS 12 has been updated to include:

X A rebuttable presumption that deferred tax on investment property measured using the fair
value model in IAS 40 should be determined on the basis that its carrying amount will be
recovered through sale; and

X A requirement that deferred tax on non-depreciable assets, measured using the revaluation
model in IAS 16, should always be measured on a sale basis.

The amendments are mandatory for annual periods beginning on or after January 1, 2012, but
earlier application is permitted. This amendment is not expected to have any impact on the
Company.

7. BUSINESS COMBINATIONS
Acquisitions in 2010
[a] Mepu

Effective April 29, 2010, the Company acquired 100% of the outstanding shares of Mepu, a
manufacturer of grain drying systems. Thequasition of Mepu provides the Company with a
complementary product line, distribution in a region where the Company previously had only
limited representation and a corporate footpmigdr the growth markebf Russia and Eastern
Europe.

The acquisition has been accounted for byphechase method with the results of Mepu's
operations included in the Company's net earnings from the date of acquisition. The assets
and liabilities of Mepu as at the date of acquisition have been recorded in the interim
consolidated financial statemeatstheir fair values as follows:
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$

Accounts receivable 1,208
Inventory 4,465
Prepaid expenses and other 396
Deferred tax asset 330
Property, plant and equipment 4,084
Intangible assets

Distribution network 1,562

Brand name 743

Order backlog 363
Goodwill 3,614
Bank indebtedness (1,035)
Long-term debt (382)
Accounts payable and accrued liabilities (2,752)
Customer deposits (134)
Deferred tax liability (1,188)
Purchase consideration transferred 11,274

The fair value of the trade receivablescamts to $1,208. The gross amount of trade
receivables is $1,408.

The goodwill of $3,614 comprises the value of expected synergies arising from the
acquisition and the values included in the workforce of the new subsidiary. The goodwill
balance is allocated to Mepu and certdiforth American divisions' CGUs because
management is expecting sales synergies from a wider product line and complementary
distribution networks. None of the goodwill recognized is expected to be deductible for
income tax purposes.

From the date of acquisition, Mepu has contributed to the 2010 results $11,089 of revenue and
$850 to the net profit before tax of the Company. If the combination had taken place as at
January 1, 2010, revenue from continuing operations would have increased by $2,378 and the
profit from continuing operations for the Company would decrease by $1,631.
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[b]

The purchase consideration in the amount of $11,274 was paid in cash. The impacts on the
cash flow on the acquisition of Mepu are as follows:

$
Transaction costs of the acquisition 643
Purchase consideration transferred 11,274
Net cash flow on acquisition 11,917

Transaction costs of the acquisition are incluidechsh flows from investing activities. As at
March 31, 2011, the Company had cash held in trust of $597 relating to the acquisition of
Mepu.

Franklin Enterprises Ltd. ["Franklin"]

Effective October 1, 2010, the Company acquired substantially all of the operating assets of
Franklin, a custom manufacturer. The Company acquired Franklin to enhance its
manufacturing capabilities and to increase production capacity in periods of high in-season
demand.

The acquisition has been accounted for by the purchase method with the results of Franklin's
operations included in the Company's net earnings from the date of acquisition. The assets
and liabilities of Franklin on the date of acgjtion have been recorded in the interim
consolidated financial statements at their estimated fair values as follows:

$
Inventory 1,557
Prepaid expenses and other 8
Property, plant and equipment 8,171
Goodwill 68
Obligations under finance lease contracts (707)
Accounts payable and accrued liabilities (241)
Purchase consideration transferred 8,856

The allocation of the purchase price to acquassets and liabilities is preliminary, utilizing
information available at the time the interim consolidated financial statements were prepared,
and the final allocation of the purchase price may change when more information becomes
available.
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The goodwill of $68 comprises the value of expected synergies arising from the acquisition
and the values included in the workforcetb& new subsidiary. The goodwill balance is
allocated to the Franklin CGU and is expected to be deductible for tax purposes.

The acquisition of Franklin was an asset purchase and as such the Company does not have
access to the books and recordg=adnklin for any periods prior to the acquisition date of
October 1, 2010. Thereforthe impacts on revenues apobfit of the Company from an
acquisition of Franklin at the beginning of 2010 cannot be reported. From the date of
acquisition, Franklin has contributed $3,290 of revenue and a net loss before tax of $548 to
the 2010 results.

The purchase consideration in the amoun$&B56 was paid in cash. The impacts on the
cash flow on the acquisition &ranklin are as follows:

$
Transaction costs of the acquisition 356
Purchase consideration transferred 8,856
Net cash flow on acquisition 9,212

Transaction costs of the acquisition are incluidechsh flows from investing activities. As at
March 31, 2011, the Company had cash held in trust of $250 relating to the acquisition of
Franklin.

[c] Tramco
Effective December 20, 2010, the Company acquired 100% of the outstanding shares of

Tramco, a manufacturer of chain conveyors. Tais an industry leader and provides the
Company with an entry point into the grain processing sector of the food supply chain.
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The acquisition has been accounted for by the purchase method with the results of Tramco's
operations included in the Company's net earnings from the date of acquisition. The assets
and liabilities of Tramco on the date of acquisition have been recorded in the interim
consolidated financial statements at their estimated fair values as follows:

$

Accounts receivable 4,216
Inventory 4,162
Prepaid expenses and other 208
Deferred tax asset 340
Property, plant and equipment 8,495
Intangible assets

Distribution network 1,701

Brand name 2,361

Software 1,118

Order backlog 272
Goodwill 7,327
Accounts payable and accrued liabilities (4,423)
Customer deposits (967)
Income taxes payable (143)
Deferred tax liability (4,550)
Purchase consideratiortransferred 20,117

The fair value of the trade receivablescamts to $4,216. The gross amount of trade
receivables is $4,277.

The allocation of the purchase price to acquasskts and liabilities and the calculation of the
working capital adjustment are preliminary, utilizing information available at the time the
interim consolidated financial statements were prepared. The purchase price allocation is
preliminary due to the late timing of the transaction in December 2010. The final allocation
of the purchase price and the working capital adjustment may change when more information
becomes available.

Included in prepaid expenses and other asgetthe interim consolidated statement of

financial position as at Marc®il, 2011, is $446 [December 312010 - $1,403] related to the
working capital adjustment owing from the vendor.

77



Ag Growth International Inc.

NOTES TO UNAUDITED INTERIM CONSOLIDATED
FINANCIAL STATEMENTS

[in thousands of Canadian dollars, except where otherwise noted and per share data]

March 31, 2011

The goodwill of $7,327 comprises the value of expected synergies arising from the
acquisition and the values included in the workforce of the new subsidiary. The goodwill
balance is expected to bboaated to Tramco as a CGU dakertain other North American

CGUs because management expects sales synergies to result from complementary product
lines and an enhanced distribution network. However, as the transaction was completed
shortly before the CompanyBecember 31, 2010 year enihe allocation had not been
finalized as of that date, ntine current reporting date. Under IFRS, a one-year window is
available subsequent to the acquisition date to finalize the allocation.

Gooduwill at the time of the transaatiés not deductible for tax purposes.

From the date of acquisition, Tramco has dbnted $184 of revenue and a net loss before

tax of $78 to the 2010 results of the Company. Tramco has operations in the U.S. and the
U.K. and their results were not consolidatedaoregular basis. As a result, the Company is

not able to quantify the impact Tramco would have had on the Company's financial results if
the acquisition had been made on January 1, 2010.

The impacts on the cash flow on acquisition of Tramco are as follows:

$
Transaction costs of the acquisition paid in 2010 339
Transaction costs of the acquisition paid in 2011 164
Purchase consideration transferred in 2010 9,168
Purchase consideration transferred in 2011 9,946
Transferred to cash held in trust 995
Net cash flow on acquisition 20,612

Transaction costs of the acquisition are included in cash flows from investing activities. At
the request of the vendor, the purchase pwes paid in two installments. The second
installment of $9,946 was paid on January 5, 2011. As at March 31, 2011, the Company had
cash held in trust of $972 relating to the acquisition of Tramco.
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8. OTHER INCOME (EXPENSES)

[a]

[b]

[c]

[d]

[in thousands of Canadian dollars, except where otherwise noted and per share data]

March 31, March 31,
2011 2010
$ $
Other operating income
Cash flow hedge accoungnineffective portion N 247
Gain on foreign exchange 570 775
Net gain on disposal of property, plant and equipment 18 20
Other N 9
588 1,051
Other operating expenses
Cash flow hedge accoungnineffective portion 138 N
Finance income
Interest income from banks 224 158
Finance costs
Interest on overdrafts and other finance costs 11 17
Interest, including non-cash interest, on debts and
borrowings 559 582
Interest, including non-cash interest, on convertible
debenturegnote 23] 2,541 2,523
Finance charges payable under finance lease contracts 7 7
3,118 3,129
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March 31, March 31,
2011 2010
$ $
[e] Cost of goods sold
Depreciation 1,108 662
Amortization of intangible assets 308 16
Warranty provision (57) 161
Cost of inventories recognized as an expense 42,592 31,184
43,951 32,023
[f] Selling, general and administrative expenses
Selling, general and administrative 11,631 10,239
Amortization of intangible assets 742 718
Depreciation 115 89
Minimum lease payments recognized as an operating lease
expense 255 351
12,743 11,397
[0] Employee benefits expense
Wages and salaries 18,110 12,757
Share-based payment transaction expense 548 1,440
Pension costs 485 291
19,143 14,488
Included in cost of goods sold 13,086 9,049
Included in general and administrative expense 6,057 5,439
19,143 14,488
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9. PROPERTY, PLANT AND EQUIPMENT

Buildings
and Furniture
building Leasehold and Computer Manufacturing Construction
Land Grounds components improvements fixtures Vehicles hardware  equipment in progress Total
$ $ $ $ $ $ $ $ $ $

COST

Balance, January 1, 2010 2,919 235 14,030 453 856 3,870 1,568 22,451 253 46,635
Additions N 80 3,012 N 12 1,276 206 2,902 17,309 24,797
Acquisitions of a subsidiary 2,010 173 10,953 N 119 303 199 6,891 27 20,675
Disposals (66) N (170) N N (146) (5) (260) N (647)
Exchange differences (86) N (226) (22) (5) (20) (20) (436) N (815)
Balance, December 31, 2010 4,777 488 27,599 431 982 5,283 1,948 31,548 17,589 90,645
DEPRECIATION

Balance, January 1, 2010 N 7 1,036 139 214 1,454 871 4,971 N 8,762
Depreciation charge for the year N 47 490 63 82 519 254 1,757 N 3,212
Disposals N N (23) N N (79) ©) (146) N (251)
Exchange differences N N (11) (6) 1) (5) (7) (70) N (100)
Balance, December 31, 2010 N 124 1,492 196 295 1,889 1,115 6,512 N 11,623
Net book value, January 1, 2010 2,919 158 12,994 314 642 2,416 697 17,480 253 37,873
Net book value, December 31, 2010 4,777 364 26,107 235 687 3,394 833 25,036 17,589 79,022
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Balance, January 1, 2011
Additions

Classification as asset held for sale
Disposals

Exchange differences

Balance, March 31, 2011

DEPRECIATION

Balance, January 1, 2011
Depreciation charge for the period
Classification as asset held for sale
Disposals

Exchange differences

Balance, March 31, 2011

Net book value, January 1, 2011
Net book value, March 31, 2011

Buildings
and Furniture
building Leasehold and Computer Manufacturing Construction
Land Grounds components improvements fixtures Vehicles hardware  equipment in progress Total
$ $ $ $ $ $
4,777 488 27,599 431 982 5,283 1,948 31,548 17,589 90,645
N 3 8,358 13 21 376 52 1,004 (7,424) 2,403
(146) N (1,089) N N N N N N (1,235)
N N N N N N N 97) N 97)
(32) (3) (131) (10) 1) (10) (5) (247) 1 (438)
4,599 488 34,737 434 1,002 5,649 1,995 32,208 10,166 91,278
N 124 1,492 196 295 1,889 1,115 6,512 N 11,623
N 17 262 17 26 159 73 669 N 1,223
N N (134) N N N N N N (134)
N N N N N ) N (55) N (57)
N N @ (5) (1) ) (6) (39) N (62)
N 141 1,613 208 320 2,042 1,182 7,087 N 12,593
4,777 364 26,107 235 687 3,394 833 25,036 17,589 79,022
4,599 347 33,124 226 682 3,607 813 25,121 10,166 78,685
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Construction in progress is comprised primarily of building and equipment, the cost of which has

not been depreciated as the assets narelaced in use ithe reporting period.

Ag Growth regularly assesses itg-lived assets for impairment. As at March 31, 2011, the
recoverable amount of each CGU exceeded the carrying amounts of the assets allocated to the
respective units.

Capitalized borrowing costs

No borrowing costs were capitalized in 2010 ar finst quarter of 2011. Ag Growth availed itself
of the borrowing cost exertipn available in IFRS 1.

Finance leases

Included in manufacturing equipment is equipment held under finance leases, the carrying value of
which at March 31, 2011 was $740 [December 31, 2010 - $839, January 1, 2010 - nil]. Leased

assets are pledged as security for the related finance lease liabilities.

10. INTANGIBLE ASSETS

Distribution  Brand Order  Development
networks names Patents Software backlog projects Total
$ $ $ $ $ $

COST
Balance, January 1, 2011 52,346 32,582 1,138 1,092 628 N 87,786
Additions

Internal development N N N N N 629 629
Exchange differences (243) (150) (20) (25) 6 N (432)
Balance, March 31, 2011 52,103 32,432 1,118 1,067 634 629 87,983
AMORTIZATION
Balance, January 1, 2011 14,509 N 568 N 364 N 15,441
Amortization charge for the period 788 N 22 226 14 N 1,050
Exchange differences (99) N (10) 4) 12 N (101)
Balance, March 31, 2011 15,198 N 580 222 390 N 16,390
Net book value, March 31, 2011 36,905 32,432 538 845 244 629 71,593
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Distribution Brand Order
networks names Patents Software backlog Total
$ $ $ $ $ $

COST

Balance, January 1, 2010 49,709 29,812 1,184 N N 80,705
Additions - acquisition of subsidiary 3,263 3,104 N 1,118 635 8,120
Exchange differences (626) (334) (46) (26) (7) (1,039)
Balance, December 31, 2010 52,346 32,582 1,138 1,092 628 87,786
AMORTIZATION

Balance, January 1, 2010 11,763 N 501 N N 12,264
Amortization charge for the year 2,970 N 83 N 365 3,418
Exchange differences (224) N (16) N (1) (241)
Balance, December 31, 2010 14,509 N 568 N 364 15,441
Net book value, January 1, 2010 37,946 29,812 683 N N 68,441
Net book value, December 31, 2010 37,837 32,582 570 1,092 264 72,345

The Company is continuously working on research and development projects. The Company
operates a development centre that coordinategftorts throughout Ag Growth. Development

costs capitalized include primarily the development of new products, the development of new
applications of already existing products and prototypes. Research costs and development costs
that are not eligible for capitalization have been expensed and are recognized in selling, general
and administrative expenses. Development projects have not been amortized as the related assets
were not placed in use dig the reporting period.

Intangible assets include patents acquired through business combinations which have a remaining
life of seven years. All brand names witltarying amounbf $32,432 [December 31, 2010 -
$32,582, January 1, 2010 - $29,812] have been qualified as indefinite useful life intangible assets,
as the Company expects to maintthese brand names and curremity end point of the useful

lives of these brand names can be determin€de Company assesses the assumption of an
indefinite useful life at least annually. Ag Grovi#isted its indefinite lived intangible assets at the
IFRS transition date and each subsequent annpaitireg date. For definite life intangibles, an
impairment test was performed as of the fiteors date and the Company assesses whether there
are indicators of impairment at subsequent reporting dates as a triggering event for performing an
impairment test.

Other significant intangible assets are good\vilbte 11] and the distribution network of the

Company. The distribution network was acquired in past business combinations and reflects the
Company's dealer network in North America and the dealer network of the Mepu operating
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division. The remaining amortization period for the distribution network ranges from four to 19
years.

As of the reporting date, the Company hadcpatractual commitmentir the acquisition of
intangible assets.

11. GOODWILL

March 31, December 31,

2011 2010
$ $

COST
Balance, beginning of period 62,355 52,187
Additions - acquisition of subsidiary 80 11,073
Exchange differences (376) (905)
Balance, end of period 62,059 62,355

12. IMPAIRMENT TESTING

For purposes of impairment testing, the Company determined that each of its seven operating
divisions were CGUs as of its IFRS transition date. Under the IFRS 1 transition guidance, Ag

Growth performed an impairment test as at January 1, 2010. Upon the acquisition of Franklin

during 2010, Ag Growth reconsidered its CGUs and concluded that Wheatheart no longer met the
CGU definition and management reallocated the assets and goodwill on a relative fair value basis
to the Applegate and Westfield CGUs.
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Goodwill acquired through business combinationalliscated on a relative fair value basis to the
CGUs that benefit from the acquisition. The Company performs its annual impairment test as at
December 31 on all CGUs. The recoverable amotitie CGUs has been determined based on
either a value in use or fair value less cdstssell calculation, using cash flow projections
covering a five-year period. The various pre-tax discount rates applied to the cash flow
projections are between 12.2% and 18.9% [January 1, 2010 - 14.3% and 19.8%] and cash flows
beyond the five-year period are extrapolated using a 3% growth rate [January 1, 2010 - 3%)],
which is management's estimate of long-term CPI expectations.

March 31, December 31, January 1,

2011 2010 2010
$ $ $

Westfield

Goodwill 29,208 29,208 29,208

Intangible assets with indefinite lives 19,000 19,000 19,000
Edwards

Goodwill 5,123 5,123 5,123

Intangible assets with indefinite lives 5,163 5,163 5,163
Hi Roller

Goodwill 5,340 5,465 5,751

Intangible assets with indefinite lives 3,150 3,224 3,392
Union Iron

Goodwill 7,834 8,018 8,437

Intangible assets with indefinite lives 2,095 2,144 2,257
Tramco .

Goodwill 7,081 7,206 N

Intangible assets with indefinite lives 2,255 2,308 N
Other

Goodwill 7,473 7,335 3,668

Intangible assets with indefinite lives 769 743 N
Total

Goodwill 62,059 62,355 52,187

Intangible assets with indefinite lives 32,432 32,582 29,812
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Key assumptions used in valuation calculations

The calculation of value in use or fair value less cost to sell for all the CGUs are most sensitive to
the following assumptions:

Gross margin;

Discount rates;

Market share during the budget period; and

Growth rate used to extrapolate cash flows beyond the budget period.

X X X X

Gross margins

Forecasted gross margins are based on actua gragyins achieved in the years preceding the
forecast period. Margins are kept constant ¢iverforecast period and the terminal period, unless
management has started an effimiy improvement process.

Discount rates

Discount rates reflect the current market assessofethe risks specific to each cash generating
unit. The discount rate was estimated based on the weighted average cost of capital for the
industry. This rate was further adjusted to reftbet market assessmentanfy risk specific to the

cash generating unit for which future estimates of cash flows have not been adjusted.

Market share assumptions

These assumptions are important because, as wadirag industry data for growth rates [as noted
below], management assesses how the CGU's position, relative to its competitors, might change
over the forecast period.

Growth rate estimates

Rates are based on published research and are primarily derived from the long-term CPI
expectations for the markets in which Ag Growierates. Management considers CPI to be a
conservative indicator of the long-term growetkpectations for the agricultural industry.
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13. ASSETS HELD FOR SALE

As at March 31, 2011, Ag Growth concluded that land and building in Lethbridge, Alberta,
Canada met the definition of an asset held for sale. The carrying amounts of the assets as
presented in the interim consolidated statement of financial position solely consist of the land and
building. The land value represents $146 as at March 31, 2011.

14. AVAILABLE-FOR-SALE INVESTMENT

On December 22, 2009, the Company purchasedtilion common shares at $1.00 per share in

a private Canadian corporate farming organization ['Investco”]. In conjunction with the
Company's investment, Investco provided Ag Growth with a non-refundable deposit of $2,000 for
future purchases of grain handling, storage @mtitioning equipment. As the purchase and the
deposit were conditional upon each other, thestation has been recorded as a non-monetary
exchange. The exchange of non-monetary asgassrecorded at $2,000, representing the fair
value of the common shares ag ttime of issuance based on the share price paid by other third
parties at that time. The Company's investment represents approximately 2.0% of the outstanding
shares of Investco. At this point in time, management intends to hold the investment for an
indefinite period of time.

In the three-month period ended March 31, 2011, Investco completed a private placement of
22,193,921 common shares at $1.40 per commareshThe private placement included a large
number of unrelated parties and increased Investco's outstanding common shares by
approximately 40%. The privapdacement was determined to represent an active market and as a
result the Company assessed the fair value of its 2,000,000 common shares at $1.40 per common
share. Accordingly, the Corapy increased the value of its investment by $800 with the
offsetting amount recorded in other comprehensive income.
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15. CASH AND CASH EQUIVALENTS/CHANGES IN NON-CASH
WORKING CAPITAL

Cash and cash equivalents as at the date of the interim consolidated statement of financial position
and for the purpose of thet@mim consolidated statemeoftcash flows are as follows:

March 31, December 31, January 1,

2011 2010 2010
$ $ $
Cash at banks and on hand 3,033 11,201 41,110
Short-term deposits 7,773 23,780 67,984
Total cash and cash equivalents 10,806 34,981 109,094

Cash at banks earns interest at floating rbéi@sed on daily bank deposit rates. Short-term
deposits are made for varying periods of between one day and three months, depending on the
immediate cash requirements of the Companyl earn interest at the respective short-term
deposit rates.

The change in the non-cash workingitaalances is calculated as follows:

March 31, March 31,

2011 2010

$ $

Accounts receivable (5,409) (9,746)
Inventory (3,785) (3,183)
Prepaid expenses and other assets 2,522 (267)
Accounts payable and accrued liabilities (369) 1,300
Customer deposits 671 (1,176)
Provisions 41 141
(6,329) (12,931)

16. RESTRICTED CASH

Restricted cash of $845 [December 31, 2010 - $865] consists of funds advanced to Ag Growth as
collateral for a receivable from an end user of@Gmwth products. Thiaunds will be repaid upon
collection of the related receivable.
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17. ACCOUNTS RECEIVABLE

As is typical in the agriculture sector, Agrowth may offer extended terms on its accounts
receivable to match the cash flow cycle of its costr. The following table sets forth details of

the age of trade accounts receivable that are not overdue as well as an analysis of overdue amounts
and the related allowance for doubtful accounts:

March 31, December 31, January 1,

2011 2010 2010
$ $ $

Total accounts receivable 44,427 39,019 25,571
Less allowance for doubtful accounts 483 484 499
Total accounts recevable, net 43,944 38,535 25,072
Of which
Neither impaired nor past due 30,904 17,661 17,552
Not impaired and past the due date as follows:

Within 30 days 6,102 7,231 3,457

31 to 60 days 941 7,044 927

61 to 90 days 190 3,295 795

Over 90 days 6,290 3,788 2,840
Less allowance for doubtful accounts (483) (484) (499)
Total accounts recevable, net 43,944 38,535 25,072
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Trade receivables assessed to be impairednateded in selling, general and administrative
expenses in the period of the assessment.ndvement in the Company's allowance for doubtful
accounts for the periods ended MarchZ111 and December 32010 was as follows:

March 31, December 31,

2011 2010
$ $
Balance, beginning of period 484 499
Additional provision recognized 30 113
Amounts written off during thperiod as uncollectible (32) (5)
Amounts recovered during the period 1 17
Unused provision reversed N (137)
Exchange differences Q (3)
Balance, end of period 483 484

18. INVENTORY

March 31, December 31, January 1,

2011 2010 2010
$ $ $
Raw materials 30,704 29,516 21,581
Finished goods 25,655 23,058 18,040
56,359 52,574 39,621

Inventory is recorded at the lower of cost and net realizable value.
During the three-month period ended March 31, 2011, provisions of nil [2010 - nil] were expensed

through cost of goods sold. There were no write-downs of finished goods and no reversals of
write-downs included in cost of goods sold during the period.
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19. PROVISIONS

Provisions consist of the Company's warranty provision. A provision is recognized for expected
claims on products sold based on past experience of the level of repairs and returns. It is expected
that most of these costs will be incurred in the next financial year. Assumptions used to calculate
the provision for warranties were based on cursatis levels and current information available
about returns.

March 31, December 31,

2011 2010
$ $
Balance, beginning of year 1,942 1,194
Costs recognized 795 2,971
Amounts charged against provision (754) (2,223)
Balance, end of year 1,983 1,942
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20. EQUITY

[a] Common shares
Authorized
Unlimited number of voting common shares without par value
Issued

12,394,621 common shares

Number Amount
# $

Balance, January 1, 2010 13,020,099 157,279
Purchase of common shares under LTIP (167,900) (6,032)
Purchase of common shares under normal course

issuer bid (674,600) (8,057)
Settlement of LTIP obligation - vested shares 81,951 2,737
Settlement of SAIP obligation - vested shares 140,000 5,449
Balance, December 31, 2010 12,399,550 151,376
Purchase of common shares under L[fiéte 21[a]] (67,996) (3,346)
Conversion of subordinated debentures 2,556 115
Settlement of LTIP obligation - vested shgreste 21[e]] 60,511 2,057
Balance, March 31, 2011 12,394,621 150,202

The 12,394,621 common shares at March 31, 2011 are net of 151,375 common shares with a
stated value of $6,264 thate being held by the Company under the terms of the LTIP until
vesting conditions are met.

The 12,399,550 common sharas December 31, 2010 aretrf 143,890 common shares

with a stated value of $5,02fat are being held by the Company under the terms of the LTIP
until vesting conditions are met.
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[b] Normal course issuer bid

On December 10, 2009, Ag Growth commenaecormal course issuer bid for up to
1,272,423 common shares, representing 10% of the Company's public float at that time. The
normal course issuer bid terrabed on December 9, 2010. In the year ended December 31,
2010, Ag Growth purchased and cancelled 674,600 common shares under the normal course
issuer bid for $23,391.

[c] Contributed surplus

Three-month

period ended Year ended
March 31, December 31,
2011 2010
$ $
Balance, beginning of period 6,121 3,859
Equity-settled director compensation 110 227
Obligation under LTIP 652 4,279
Exercise price on vested SAIP awards N 18
Settlement of LTIP obligation - vested shares (2,057) (2,262)
Balance, end of period 4,826 6,121

[d] Accumulated other comprehensive income

Accumulated other comprehensive income is comprised of the following:

Cash flow hedge reserve

The cash flow hedge reserve contains #féective portion of the cash flow hedge

relationships incurred as at the reporting date.

Foreign currency translation reserve

The foreign currency translation reserve is usetecord exchange differences arising from
the translation of the financial statements of foreign subsidiaries. It is also used to record the

effect of hedging net investments in foreign operations.
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Available-for-sale reserve

The available-for-sale reserve contains the datiwve change in the fiavalue of available-
for-sale investments. Gains and losses areagsified to the income statement when the
available-for-sale investmentseampaired or derecognized.

[e] Dividends paid and proposed

In the three-month period ended March 31, 2011, the Company declared dividends of $7,527
or $0.60 per common share [2010 - $6,701 or $0.51 per common share]. Ag Growth's
dividend policy is to pay cash dividends on or about tHed@ach month to shareholders of
record on the last business day of the previous month and the Company's current monthly
dividend rate is $0.20 per common share. Subsequent to March 31, 2011, the Company
declared dividends of $0.20 per common share on each of April 29, 2011 and May 31, 2011.
Total dividends declared in the year end&stember 31, 2010 were $26,854 or $2.12 per
basic weighted average common share.

[f] Shareholder protection rights plan

On December 20, 2010, the Company's Boarfdigfctors adopted a &heholders' Protection
Rights Plan [the "Rights Plan"]. Specifically, the Board of Directors has implemented the
Rights Plan by authorizing the issuance of aght [a "Right"] in respect of each common
share [the "Common Shares"] of the Company outstanding at the close of business on
December 20, 2010 [the "Record Time"]. hkiddion, the Board of Dectors authorized the
issuance of one Right in respefteach additional Common Skaissued from treasury after

the Record Time.

If a person, or a Company acting jointly or in concert, acquires [other than pursuant to an
exemption available under the Rights Plan] beneficial ownership of 20 percent or more of the
Common Shares, Rights [other than those held by such acquiring person which will become
void] will separate from the Common Shares and permit the holder thereof to purchase that
number of Common Shares having an aggregeteket price [as determined in accordance
with the Rights Plan] on the date of comsuation or occurrence of such acquisition of
Common Shares equal to four times the exernpigee of the Rights for an amount in cash
equal to the exercise price. The exerciseeoaf the Rights pursuant to the Rights Plan is
$150.00 per Right.

The Rights Plan is subject to approval of the Toronto Stock Exchange, and requires approval
by the Company's shareholders within six months of the Rights Plan's effective date. The
Company will be seeking shareholder approatlits 2011 Annual and Special General
Meeting.
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21. SHARE-BASED COMPENSATION PLANS

[a] Long-term incentive plan ['LTIP"]

The LTIP is a compensation plan that awards common shares to key management based on
the Company's operating perfance. Pursuant to the LTIEhe Company establishes the
amount to be allocated to management based upon the amount by which distributable cash, as
defined in the LTIP, exceeds a predetermitie@shold. The service period commences
January 1 of the year the award is generated andseat the end of the fiscal year. The
award vests on a graded scale over an additithree-year period from the end of the
respective performance yearThe LTIP provides for immediate vesting in the event of
retirement, death, termination without cause or in the event the participant becomes disabled.
The cash awarded under the plan formula edus purchase Ag Grdtv common shares at
market prices. All vested awards are settl@t warticipants in common shares purchased by

the administrator of the plan and there is no cash settlement alternative.

The amount owing to participants is recorded as an equity award in contributed surplus as the
award is settled with participemwith treasury shares purchased in the open market. The
expense is recorded in the different interdonsolidated statement of income lines by
function depending on the role of the respective management member.

During the three-month period ended March 31, 2011, the administrator purchased 67,996
common shares [2010 - 61,200 common shares] in the market for $3,346 [2010 - $2,181].
The fair value of this share-based paymegtals the share price as of the respective
measurement date as dividends related to the shares in the administrated fund are paid
annually to the LTIP participants.

[b] Share award incentive plan ['SAIP"]

The Company has a share awamdentive plan which authas the Directors to grant
awards ['Share Awards"] to employees or adfis of Ag Growth or any affiliates of the
Company or consultants or other service prawde the Company and its affiliates ["Service
Providers"]. Share Awards may notdmnted to non-magement Directors.

Under the terms of the SAIP, any Service Provider may be granted Share Awards. Each
Share Award will entitle the holder to be issued the number of common shares designated in
the Share Award, upon payment af exercise price of $0.10 per common share and the
common shares will vest and may be issuedoasne-third on each of January 1, 2010,
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January 1, 2011 and January 1, 2012 or such earlier or later dates as may be determined by the
Directors. In lieu of receivig common shares, the holdeiithmhe consenbf Ag Growth,

may elect to be paid cash foetmarket value of the common sbgiin excess of the exercise

price of the common shares. elBAIP provides for immediateesting of the Share Awards

in the event of retirement, death, termination without cause or in the event the Service
Provider becomes disabled.

The shareholders reserved for issuance 220;660mon shares, subject to adjustment in lieu

of dividends, if applicable, and no additional awards may be granted without shareholder
approval. The aggregate number of Share Awards granted to any single Service Provider
shall not exceed 5% of the issued and outstanding common shares of Ag Growth.

In addition:

[l The number of common shares issuable to insiders at any time, under all security-based
compensation arrangements of the Compaimall not exceed 10% of the issued and
outstanding common shares of Ag Growth; and

[ii] The number of common sharéssued to insiders, within any one-year period, under all
security-based compensation arrangementiefCompany, shall naxceed 10% of the
issued and outstanding commshares of Ag Growth.

As at March 31, 2011, 220,000 [December 3010 - 220,000] Share Awards have been
granted and 40,000 Ezember 31, 201080,000] remainoutstanding. During the three-

month period ended March 31, 2011, 40,000 Share Awards vested and were exercised, at
which time the participants received a cash payment of $1,998. On January 1, 2010, 73,333
Share Awards vested and were exercisedthath time common shared the Company were

issued for $2,586. On October 15, 2010, the Company announced the passing of its Chief
Executive Officer. Upon his passing, 66,667 Share Awards vested and were exercised, at
which time common shares of the Company were issued for $2,863 of which $2,411 had been
expensed prior to October 15, 2010 and included in the SAIP liability. For the three-month
period ended March 31, 2011, Ag Growth recorded income of $43 [2010 - expense of $573]
for the Share Awards.
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[c] Directors' Deferred Compensation Plan ['DDCP"]

On May 8, 2008, the shareholders of Ag Growth approved the adoption by the Company of
the DDCP, which provides that a minimum of 20% of the remuneration of non-management
Directors be payable in commshares of the Company. Thancipal purpose of the DDCP

is to encourage non-management Director ownership of common shares. According to the
DDCP, every Director receives a fixed base retafae, an attendance fee for meetings and a
committee chair fee, if applicable, and a minimum of 20% of the total compensation must be
taken in common shares. A Director will not dxtitled to receive the common shares he or
she has been granted until a period of three years has passed since the date of grant or until the
Director ceases to be a Director, whicheveyadier. The Directors' common shares are fixed
based on the fees eligible to him for the exdjwe period and his decision to elect for cash
payments for dividends related to the commoarast therefore, the Director's remuneration
under the DDCP vests directly in the respectieevice period. The three-year period [or any
shorter period until a Director ceases to bi@ctor] qualifies only as a waiting period to
receive the vested common shares.

For the periods ended March 2011 and 2010, the Eictors elected to receive the majority

of their remuneration in common shares. For the three-month period ended March 31, 2011,
an expense of $69 [2010 - $51] was recorded for the share grants, and a corresponding
amount has been recorded to contributed surplus. The share grants were measured with the
contractual agreed amount of service fees for the respective period.

The total number of common shares issuable pursuant to the DDCP shall not exceed 35,000,
subject to adjustment in lieu of dividends, if applicable. For the three-month period ended
March 31, 2011, 1,134 common shares were granted under the DDCP and as at March 31,
2011, a total of 15,117 common shares had been granted under the DDCP and no common
shares had been issued.
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[d] Stock option plan

On June 3, 2009, the shareholders of Ag Growth approved a stock option plan [the "Option
Plan"] under which options may be granted to officers, employees and other eligible service
providers in order to provide an opportunity for these individuals to increase their proprietary
interest in Ag Growth's long-term success.

The Company's Board of Directors or a Comeeitthereof shall administer the Option Plan

and designate the individuals to whom options may be granted and the number of common
shares to be optioned to each. The maximum number of common shares issuable on exercise
of outstanding options at any time may noteed 7.5% of the aggregate number of issued

and outstanding common shares, less the number of common shares issuable pursuant to all
other security-based compensation agreemehitee number of common shares reserved for
issuance to any one individual may not exc8eéd of the issued and outstanding common
shares.

Options will vest and be exercisable as to one-third of the total number of common shares
subject to the options on each of the first, second and third anniversaries of the date of the
grant. The exercise price of the options shall be fixed by the Board of Directors or a
Committee thereof on the datetbe grant and may not be less than the market price of the
common shares on the date of the grant. Thiermgpmust be exercised within five years of

the date of the grant.

As at March 31, 2011, a total of 935,325iops [December 31, 2010 - 970,319] are available
for grant. No options have been granted as at March 31, 2011.
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[e] Summary of expenses recognized under share-based payment plans

For the three-month period ended March 31, 2011, an expense of $714 [2010 - $1,524] was
recognized for employee andrBétor services rendered.

The total carrying amount of ehliability for the SAIP as oMarch 31, 2011 was $1,528
[December 31, 2010 - $3,574]. die have been no cancellatiarsmodifications to any of

the plans during the three-month period ended March 31, 2011 or the year ended
December 31, 2010.

A summary of the status tiie options under the SAIP is presented below:
Three-month

period ended Year ended
March 31, December 31,

2011 2010
Shares Shares
# #
Outstanding, beginning of period 80,000 220,000
Granted N N
Exercised (40,000) (140,000)
Forfeited N N
Outstanding, end of period 40,000 80,000

The exercise price on all SAIP awards is $0.10 per common share. All outstanding options
under the SAIP as of March 31, 2011 haveraaining contractual life until January 1, 2012.
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A summary of the status of the shavesler the LTIP is presented below:

Three-month
period ended  Year ended
March 31, December 31,

2011 2010
# #
Outstanding, beginning of period 143,890 57,941
Vested (60,511) (81,951)
Granted 67,996 167,900
Outstanding, end of period 151,375 143,890

The following tables list the inputs to the models used for the SAIP for the periods ended
March 31, 2011 and December 31, 2010:

Three-month
period ended Year ended
March 31, December 31,

2011 2010
$ $
Dividend yield [%] 0 0
Expected volatility [%0] 25.01 23.20
Risk-free interest rate [%)] 1 1
Expected life of shre options [years] 0.75 1
Weighted average share price [$] 45.68 50.07
Model used Black-Scholes Black-Scholes

The dividend yield was set to 0% for the cdddion of the option value as the share award
holders already receive during the period lestw grant date and vesting date of the share
award the same dividend as all actual shareholders. The expected life of the share awards is
the period between the reporting date anel Wlesting date, as the share awards can be
exercised by the holders only at the vestimfe. The expected volatility reflects the
assumption that the historical volatility over a period similar to the share awards is indicative
of future trends, which may also not necessarily be the actual outcome.
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[f] Accelerated vesting and death benefits

On October 15, 2010, Ag Growth announdké passing of its Chief Executive Officer.

Upon his passing, all previously unvested share-based compensation vested immediately,
certain death benefits became payable t dstate and the Company became entitled to
proceeds of $3,000 related to an insurance policy which was recorded in prepaid expenses and
other assets as at December 31, 2010.

22. LONG-TERM DEBT AND OBLIGA TIONS FROM FINANCE LEASES

Interest March 31, December 31, January 1,
rate Maturity 2011 2010 2010
% $ $ $

Current portion of interest-bearing loans

and borrowings
Obligations under finance leases 6.5 2011 - 2012 235 432 bb
Nordea equipment loan [Euro denominated] 2.0 2013 bb 112 bb
GMAC loans 0.0 2011 and 2014 15 16 16
Total current portion of interest-bearing

loans and borrowings 250 560 16
Non current interest-bearing loans and

borrowings
Series A secured notes [U.S. dollar

denominated] 6.8 2016 24,296 24,865 26,165
Nordea equipment loan [Euro denominated] 2.0 2013 bb 196 bb
GMAC loans 0.0 2011 and 2014 bb 15 31
Obligations under finance leases 6.5 2011 - 2012 132 138 bb
Total non-current interest-bearing loans

and borrowings 24,428 25,214 26,196

24,678 25,774 26,212

Less deferred financing costs 486 558 793
Total interest-bearing loans and

borrowings 24,192 25,216 25,419
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[a] Bank indebtedness

Ag Growth has operating facilities of $10 hwh and U.S. $2.0 million. The facilities bear
interest at a rate of prime plus 0.5% to prime plus 1.5% per annum based on performance
calculations. The effective interest rate during the three-month period ended March 31, 2011
on Ag Growth's Canadian dollar term debt was 3.5% [2010 - 2.8%], and on its U.S. dollar
term debt was 3.8% [2010 - 3.8%]. Advdrch 31, 2011 and Decemti#l, 2010, there were

no amounts outstanding under these facilitiEse facilities mature October 29, 2012.

Collateral for the operating facilities rank pgéssu with the Series A secured notes and
include a general security agreement over all assets, first position collateral mortgages on land
and buildings, assignments of rents and leases and security agreements for patents and
trademarks.

[b] Long-term debt

The Series A secured notes were issued on October 29, 2009. The non-amortizing notes bear
interest at 6.8% payable quarterly and mature on October 29, 2016. The Series A secured
notes are denominated in U.S. dollars. Calidtéor the Series A secured notes and term
loans rank pari passu and include a general security agreement over all assets, first position
collateral mortgages on land and buildings, assignments of rents and leases and security
agreements for patents and trademarks.

Term loans bear interest at rates of prime Pl386 to prime plus 1.5% based on performance
calculations. There were norte loans outstanding at Mzh 31, 2011 and December 31,
2010. Ag Growth's credit facility provides for term loans of up to $38,000 and U.S. $20,500
and matures October 29, 2012.

The Nordea equipment loan ismieninated in Euros, bears interest at 2% and was fully
repaid during the three-month period ended March 31, 2011.

GMAC loans bear interest at 0% and mature@il and 2014. The vehicles financed are
pledged as collateral.
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[c] Covenants

Ag Growth is subject to certain financiabvenants in its credit facility agreements which
must be maintained to avoid acceleration oftdrenination of the agreement. The financial
covenants require Ag Growth to maintain a debt to earnings before interest, taxes,
depreciation and amortization ["EBITDA"] ratio of less than 2.0 and to provide debt service
coverage of a minimum of 1.0. As at Mar8l, 2011 and December 31, 2010, Ag Growth
was in compliance with all financial covenants.

23. CONVERTIBLE UNSECURED SUBORDINATED DEBENTURES

March 31, December 31,

2011 2010
$ $
Principal amount 114,885 115,000
Equity component (7,475) (7,475)
Accretion 1,760 1,438
Financing fees, net of amortization (3,617) (3,823)
Convertible unsecured suboréhated debentures 105,553 105,140

On October 27, 2009, the Company issued cdiikerunsecured subordinated debentures in the
aggregate principal amount of $100 million, amdNovember 6, 2009 the underwriters exercised

in full their over-allotment option and the Company issued an additional $15 million of debentures
[the "Debentures”]. The net proceeds of the offering, after payment of the underwriters' fee of
$4.6 million and expenses of the offering of $0.5 million, were approximately $109.9 million.
The Debentures were issued at a price of $1,00@ebenture and bear interest at an annual rate
of 7.0% payable semi-annually on June 30 aeddmber 31 in each year commencing June 30,
2010. The maturity date of tizebentures is December 31, 2014.

Each Debenture is convertibleedhcommon shares dfie Company at the option of the holder at

any time on the earlier of the maturity date and the date of redemption of the Debenture, at a

conversion price of $44.98 per common share being a conversion rate of approximately 22.2321

common shares per $1,000 principal amount of Debentures. During the three-month period ended
March 31, 2011, holders of 115 Debentures exercised the conversion option and were issued
2,556 common shares. As at March 31, 2011, Ag Growth has reserved 2,554,136 common shares
for issuance upon conversion of the Debentures.
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The Debentures are not redeefadiefore December 31, 2012. On and after December 31, 2012
and prior to December 31, 2013, the Debentunay be redeemed, in whole or in part, at the
option of the Company at a price equal to their principal amount plus accrued and unpaid interest,
provided that the volume weighted average trading price of the common shares during the 20
consecutive trading days endingtbe fifth trading day preceding the date on which the notice of
redemption is given is not less than 125% of the conversion price. On and after December 31,
2013, the Debentures may be redeemed, in whiola part, at the optn of the Company at a

price equal to their principal amount plus accrued and unpaid interest.

On redemption or at maturity, the Company may, at its option, elect to satisfy its obligation to pay
the principal amount of the Debentures by issuing and delivering common shares. The Company
may also elect to satisfy its obligations to pay interest on the Debentures by delivering common
shares. The Company does not expect to exercise the option to satisfy its obligations to pay
interest by delivering common shares and as a result the potentially dilutive impact has been
excluded from the calculation ddlly diluted earnings per shafaote 30]. The number of any
shares issued will be determined based on market prices at the time of issuance.

The Company presents and discloses its financial instruments in accordance with the substance of
its contractual arrangement. Accordinglypon issuance of the Debentures, the Company
recorded a liability of $107,525, less related offering costs of $4,735. The liability component has
been accreted using the effective interest rate method, and during the three-month period ended
March 31, 2011, the Companycorded accretion of $323 [2D1 $321], non-cash interest
expense related to financing costs of $205 [2010 - $189] and interest expense on the 7% coupon of
$2,013 [2010 - $2,013]. The estimated fair vadfiehe holder's option to convert Debentures to
common shares in the amount of $7,475 has been separated from the fair value of the liability and
is included in shareholders' equity, net of its pro rata share of financing costs of $329.
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24. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

March 31, December 31, January 1,

2011 2010 2010
$ $ $

Trade payables 8,640 7,323 4,074
Other payables 7,207 7,207 2,418
Personnel-related accrued liabilities 5,214 6,687 4,929
Accrued outstanding service invoices 328 587 330
Other 865 819 985

22,254 22,623 12,736

Trade payable and other payables are non-interest bearing and are normally settled on 30 or
60-day terms. Personnellated accrued liabilities include iprarily vacation accruals, bonus
accruals and overtime benefits. For explamstion the Company's credit risk management
processes, refer to note 27.

25. INCOME TAXES

The major components of income tax expense (recovery) for the three-month periods ended
March 31, 2011 and March 31, 2010 were as follows:

Interim consolidated statement of income

2011 2010
$ $

Current tax expense
Current income tax charge 541 95
Deferred tax expense
Origination and reversal of temporary differences 2,680 2,644
Income tax expense reported in the interim consolidated

statement of income 3,221 2,739
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Interim consolidated statementof comprehensive income

Deferred tax related to items charged or credited directly to
other comprehensive income during the period

Unrealized gain (loss) on available-for-sale investment

Effective portion of fair value changes of cash flow hedges and
net change in fair value of cash flow hedges transferred to
income

Exchange differences on translation of foreign operations

Income tax charged directly to other comprehensive income

2011 2010
$ $
212 Pb

28 446
(136) [212)
104 446
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The tax effects of temporary differences that give rise to significant portions of the deferred tax
assets and deferred tax liabilities are presented below:

Consolidated statement of
financial position

As at
As at December As at
March 31, 31, January 1,
2011 2010 2010
$ $ $

Gross temporary differences
Inventories (128) (192) (120)
Property, plant and equipment and other assets 18,641 18,871 21,977
Intangible assets (12,819) (13,044) (10,154)
Deferred financing costs (158) 21 165
Accruals and long-term provisions 745 748 452
Tax loss carryforwards expiring between 2026 to 2029 21,762 23,045 30,159
Investment tax credit carryforward expiring between 2025 and

2029 4,763 4,763 4,710
Capitalized development expenditures (136) bb bb
Convertible debentures (1,538) (1,628) (1,984)
Liability SAIP plan 423 977 1,690
Equity impact LTIP plan 1,429 1,253 989
Construction contractnd lay away sales (615) bb bb
Foreign exchange gains bb 6 (487)
Other comprehensive income (1,461) (1,221) (2,255)
Net deferred tax assets (liabilities) 30,908 33,599 45,142
Reflected in the statement of financial position as follows
Deferred tax assets 39,483 42,063 47,356
Deferred tax liabilities (8,575) (8,464) (2,214)
Deferred tax assets, net 30,908 33,599 45,142

The ultimate realization of deferred tax assets is dependent upon the generation of future taxable
income during the periods in which these temporary differences, loss carryforwards and
investment tax credits become deductible. Based on the analysis of taxable temporary differences
and future taxable income, the management of the Company is of the opinion that there is
convincing evidence availablerfthe probable realization of all deductible temporary differences

of the Company's tax entities. Accordingly, tbempany has recorded a deferred tax asset for all
deductible temporary fierences as of the reportingtdand as of December 31, 2010.
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The Company offsets tax assets and liabilities if and only if it has a legally enforceable right to
offset current tax assets and current tax liabilities and the deferred tax assets and deferred tax
liabilities relate to income taxes levied by the same tax authority.

At March 31, 2011, there was no recognized deferred tax liability [December 31, 2010 - nil;
January 1, 2010 - nil] for taxes that would be payable on the unremitted earnings of certain of the
Company's subsidiaries. The Company has determined that undistributed profits of its subsidiaries
will not be distributed in the foreseeable future. The temporary differences associated with
investments in subsidiaries for which a deferred tax liability has not been recognized, aggregate to
$622 [December 31, 2010 - $§2Anuary 1, 2010 - nil].

Income tax provisions, including current and future income tax assets and liabilities, and income
tax filing positions require estimates and interpretations of federal and provincial income tax rules
and regulations, and judgments as to their im&gtion and application to Ag Growth's specific
situation. The amount and timing of reversafstemporary differencesvill also depend on

Ag Growth's future operating results, acquisiti@ml dispositions of assets and liabilities. The
business and operations of Ag Growth are complex and Ag Growth has executed a number of
significant financings, acquisitions, reorganizations and business combinations over the course of
its history including the conversion to a corporate entity. The computation of income taxes
payable as a result of these sactions involves many compléactors as well as Ag Growth's
interpretation of and compliance with relevank kagislation and regulations. While Ag Growth
believes that its existing and proposed tax filing positions are more likely than not to be sustained,
there are a number of existing and propotaed filing positions including in respect of the
conversion to a corporate entity that may be the subject of review by taxation authorities.
Therefore, it is possible that additional taxes could be payable by Ag Growth and the ultimate
value of Ag Growth's income tax assets and liabilities could change in the future and that changes
to these amounts could have a material effadhese consolidated financial statements.

There are no income tax consequeshattached to the payment ofidends in either 2011 or 2010
by the Company to its shareholders.

26. POST-RETIREMENT BENEFIT PLANS

Ag Growth contributes to group retirement savings plans subject to maximum limits per
employee. Ag Growth accounts for such defined contributions as an expense in the period in
which the contributions are required to be made. The expense recorded during the three-month
period ended March 31, 2011 was $485 [2010 - $291]. Ag Growth expects to contribute $2,000
for the full year 2011.

109



Ag Growth International Inc.

NOTES TO UNAUDITED INTERIM CONSOLIDATED
FINANCIAL STATEMENTS

[in thousands of Canadian dollars, except where otherwise noted and per share data]

March 31, 2011

Ag Growth accounts for one plaovering substantially all of itsmployees of the Mepu division

as a defined contribution plan, although it does provide the employees with a defined benefit
[average pay] pension. The plan qualifies asudti-employer plan and is administered by the
Government of Finlash Ag Growth is not ablé obtain sufficient iformation to account for the

plan as a defined benefit plan.

27. FINANCIAL INSTRUMENTS AND FINANCIAL RISK
MANAGEMENT

[a] Management of risks arisirg from financial instruments

Ag Growth's principal financial liabilities, other than derivatives, comprise loans and
borrowings and trade and other payables. Thia marpose of these financial liabilities is to
finance the Company's operations and to provide guarantees to support its operations. The
Company has deposits, trade and other receivables and cash and short-term deposits that are
derived directly from its operations. The Company also holds an available-for-sale
investment and enters into derivative transactions.

The Company's activities expose it to a variety of financial risks: market risk [including
foreign exchange and interest rate], credit risk and liquidity risk. The Company's overall risk
management program focuses on the unpredictability of financial markets and seeks to
minimize potential adverse effects on the Company's financial performance. The Company
uses derivative financial instruments to mitigate certain risk exposures. The Company does
not purchase any derivative financial instruments for speculative purposes. Risk management
is the responsibility of the corporate finance function, which has the appropriate skills,
experience and supervision. The Company'sedbimand foreign operations along with the
corporate finance function identifgyvaluate and, where appropeamitigate financial risks.
Material risks are monitored and are regylatiscussed with the Audit Committee of the
Board of Directors. The Audit Committeeviews and monitors the Company's financial
risk-taking activities and the policies and procedures that were implemented to ensure that
financial risks are identified, measured andnaged in accordance with Company policies.

The risks associated with the Comparfinancial instruments are as follows:

Market risk

Market risk is the risk that the fair value fofture cash flows of a financial instrument will
fluctuate because of changes in market pric€mponents of market risk to which Ag
Growth is exposed are discussed below. Financial instruments affected by market risk
include trade accounts receivable and payabtajlable-for-sale investment and derivative
financial instruments.
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The sensitivity analyses in the following sections relate to the position as at March 31, 2011,
December 31, 2010 drJanuary 1, 2010.

The sensitivity analyses have bg@epared on the basis that the amount of net debt, the ratio
of fixed to floating interest rates of the debt and derivatives and the proportion of financial
instruments in foreign currencies are all dant The analyses exclude the impact of
movements in market variables on the carrying value of provisions and on the non-financial
assets and liabilities of foreign operations.

The following assumptions have been made in calculating the sensitivity analyses:

X The interim consolidated statement of financial position sensitivity relates to derivatives.

X The sensitivity of the relevant interim consolidated statement of income item is the effect
of the assumed changes in respective market risks. This is based on the financial assets
and financial liabilities held at March 31, 2011 and December 31, 2010, including the
effect of hedge accounting.

X The sensitivity of equity is calculated bgrwsidering the effect of any associated cash
flow hedges at March 31, 2011 for the effects of the assumed underlying changes.

Foreign currency risk

The objective of the Company's foreign exchange risk management activities is to minimize
transaction exposures and the resulting volatility of the Company's earnings, subject to
liquidity restrictions, by entering into foreign exchange forward contracts. Foreign currency
risk is created by fluctuations in the fair value or cash flows of financial instruments due to
changes in foreign exchange rates and exposure.

A significant part of the Company's sales #n@nsacted in U.S. dollars and as a result
fluctuations in the rate of exchange between the U.S. and Canadian dollar can have a
significant effect on the Company's cash flows eeybrted results. To mitigate exposure to

the fluctuating rate of exchange, Ag Growthegs into foreign exchange forward contracts

and denominates a portion of its debt in U.S. dollars. As at March 31, 2011, Ag Growth's
U.S. dollar denominated debt totalled U.S. $25.0 million [2010 - $25.0 million] and the
Company has entered into the following foreigxchange forward contracts to sell U.S.
dollars in order to hedge its foreign exchange risk:

Settlement dates Face value Average rate
us. s Cdn. $
April - November 2011 37,000 $1.09

111



Ag Growth International Inc.

NOTES TO UNAUDITED INTERIM CONSOLIDATED
FINANCIAL STATEMENTS

[in thousands of Canadian dollars, except where otherwise noted and per share data]

March 31, 2011

The Company enters into foreign exchange forward contracts to mitigate foreign currency risk
relating to certain cash flow exposures. The hedged transactions are expected to occur within
a maximum 12-month period. The Company's foreign exchange forward contracts reduce the
Company's risk from exchange movements becgases and losses on such contracts offset
losses and gains on transactions being hedged. The Company's exposure to foreign currency
changes for all other currencies is not material.

Ag Growth's sales denominated in U.S. dollars for the three-month period ended March 31,
2011 were U.S. $49.2 million, and the totalitsfcost of goods sold and its selling, general

and administrative expenses denominated in that currency were U.S. $28.8 million.
Accordingly, a 10% increase or decrease ia talue of the U.S. dollar relative to its
Canadian counterpart would result in a $4.9 million increase or decrease in sales and a total
increase or decrease of $2.9 million in its cost of goods sold and its selling, general and
administrative expenses. In relation to Ag Growth's foreign exchange hedging contracts, a
10% increase or decrease ie talue of the U.S. dollar relaévto its Canadian counterpart
would result in an increase or decrease inftineign exchange loss &0.8 million and an
increase or decrease to other corhprsive income of $3.6 million.

The counterparty to the contracts is a multinafi@eanmercial bank antherefore credit risk

of counterparty non-performance is remote. Realized gains or losses are included in net
earnings and for the three-month period ended March 31, 2011 the Company realized a gain
on its foreign exchange contracts of $798 [2010 - $965 gain].

The open foreign exchange forward contsaas at March 31, 2011 are as follows:

Notional Canadian dollar equivalent

Notional amount  Contract Unrealized
of currency sold amount Fair value gain
Uus.$ $ $ $
37,000 1.09 41,299 4,298
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The open foreign exchange forward contsaat at December 31, 2010 are as follows:

Notional Canadian dollar equivalent

Notional amount  Contract Unrealized
of currency sold amount Fair value gain
Uus.$ $ $ $
45,000 1.10 49,266 4,266

The terms of the foreign exchange forward contracts have been negotiated to match the terms
of the commitments. There were no highlplmble transactions for which hedge accounting

has been claimed that have not occurredramdignificant element of hedge ineffectiveness
requiring recognition in the interim consolidated statement of income.

The cash flow hedges of the expected fututessaere assessed to be highly effective and a
net unrealized gain of $4,298, with a defertaxl liability of $1,221 relating to the hedging
instruments, is included in other comprehensive income.

Interest rate risk

Interest rate risk is the risk that the fair valor future cash flows of a financial instrument

will fluctuate because of changes in marketkeiast rates. Furthermore, as Ag Growth
regularly reviews the denomination of its borrowings, the Company is subject to changes in
interest rates that are linked to the currency of denomination of the debt. Ag Growth's
Series A secured notes and convertible unsecured subordinated debentures outstanding at
March 31, 2011, December 31, 2010 and Janua2p10Q are at a fixed rate of interest. As

such, the Company is not currently exposed to interest rate risk.

Credit risk

Credit risk is the risk that a customer will fail to perform an obligation or fail to pay amounts
due, causing a financial loss. A substantiatiporof Ag Growth'saccounts receivable are
with customers in the agriculture industry and are subject to normal industry credit risks. This
credit exposure is mitigated through the usecdddit practices that limit transactions
according to the customer's citequality and due to the accasnreceivable being spread
over a large number of customers. Ag Growttablishes a reasonable allowance for non-
collectible amounts with this allowance neteghinst the accounteaeivable on the interim
consolidated statement of financial position.

Accounts receivable and long-term receivatdes subject to creditisk exposure and the
carrying values reflect management's assessment of the associated maximum exposure to such
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credit risk. The Company regularly monitarsestomers for changes in credit risk. Trade
receivables from international customers aterofnsured for eventsf non-payment through
third-party export insurance. In cases wheesdfedit quality of a customer does not meet the
Company's requirements, a cash deposedsived before goods are shipped.

At March 31, 2011, the Company had three @uwstrs [December 31, 20 - two customers,
January 1, 2010 - four custens] that accounted for amximately 24% [December 31,
2010 - 30%, January 1, 2012%] of all receivables owmin The requirement for an
impairment is analyzed at each reporting datean individual basis for major customers.
Additionally, a large number of minor receivablare grouped into hwgeneous groups and
assessed for impairment collectively. The dalton is based on actual incurred historical
data. The Company does not hold collateral as security.

The Company does not belietkat any single customer aup represents a significant
concentration of credit risk.

Liquidity risk

Liquidity risk is the risk Ag Growth will encoder difficulties in meeting its financial liability
obligations. Ag Growth manages its liquidity risk through cash and debt management.
managing liquidity risk, Ag Growth has asseto committed short and long-term debt
facilities as well as to equity markets, theaiability of which is dependent on market

conditions. Ag Growth believes it has sufficient funding through the use of these facilities to

meet foreseeable borrowing requirements.

The table below summarizes the undiscountedtractual payments of the Company's
financial liabilities as at March 31, 2011 and December 31, 2010:

0to 6 6-12 12-24 2-4 After 4

March 31, 2011 Total months months months years years

$ $ $ $ $
Bank debt [includes interest] 33,544 834 834 1,662 3,304 26,910
Trade and other payables 22,254 22,254 N N N N
Finance lease obligations 367 118 249 N N N
Dividend payable 2,509 2,509 N N N N

Convertible unsecured
subordinated debentures

[includes interest] 145,042 4,021 4,021 8,042 128,958 N
Acquisition price, transaction and
financing costs payable 1,914 592 1,322 N N N

Total financial liability payments 55 63y 30328 6426 9704 132262 26,910
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0to 6 6-12 12-24 2-4 After 4

December 31, 2010 Total months months months  years years

$ $ $ $ $
Bank debt [includes interest] 35,225 912 912 1,824 3,613 27,964
Trade and other payables 24,565 24,565 N N N N
Finance lease obligations 570 226 226 118 N N
Dividend payable 2,509 2,509 N N N N

Convertible unsecured
subordinated debentures

[includes interest] 147,200 4,025 4,025 8,050 131,100 N
Acquisition price, transaction and B B . .
financing costs payable 11,994 11,994 N N N N

Total financial liability payments 222,063 44,231 5,163 9,992 134,713 27,964
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[b] Fair value

Set out below is a comparison by class of the carrying amounts and fair value of the
Company's financial instruments that are carried in the interim consolidated financial
statements:

March 31, 2011 December 31, 2010 January 1, 2010
Carrying Fair  Carrying Fair Carrying Fair
amount value amount value amount  value

$ $ $ $ $ $

Financial assets
Held-for-trading

Cash and cash equivalents 10,806 10,806 34,981 34,981 109,094 109,094

Cash held in trust 1,819 1,819 1,817 1,817 N N

Restricted cash 845 845 865 865 N N

Derivative instruments 4,298 4,298 4,200 4,200 9,500 9,500
Available-for-sale equity

investments 2,800 2,800 2,000 2,000 2,000 2,000
Loans and receivables

Accounts receivable 43,944 43,944 38,535 38,535 25,072 25,072
Financial liabilities
Other financial liabilities

Interest-bearing loans and

borrowings 24,311 27,525 25,204 28,171 26,212 26,338

Trade and other payables 24,237 24,237 24,565 24,565 13,930 13,930

Finance lease obligations 367 367 570 570 N N

Dividends payable 2,509 2,509 2,509 2,509 2,224 2,224
Acquisition price, transaction and

financing costs payable 1,914 1,914 11,994 11,994 1,028 1,028
Convertible unsecured

subordinated debentures 105,553 120,107 105,140 116,231 103,107 106,400

The fair value of the financial assets andiliies are included at the amount at which the
instrument could be exchanged in a current transaction between willing parties, other than in a
forced or liquidation sale.
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The following methods and assumptions were used to estimate the fair values:

x Cash and cash equivalents, accounts rabédy accounts payable and other current
liabilities approximate their carrying amounts largely due to the short-term maturities of
these instruments.

x Fair value of quoted notes and bonds is based on price quotations at the reporting date.
The fair value of unquoted instruments, loans from banks and other financial liabilities,
obligations under finance leases, as well as other non-current financial liabilities is
estimated by discounting future cash flows using rates currently available for debt on
similar terms, credit risk and remaining maturities.

X The fair value of the available-for-sale fiv@al assets was estimated using the common
share price from recently trad market transactions.

x The Company enters into derivative financial instruments with financial institutions with
investment grade credit ratings. Derivatives valued using valuation techniques with
market observable inputs are mainly forexchange forward contracts and one option
embedded in a convertible debt agreement. The most frequently applied valuation
techniques include forward pricing, using present value calculations. The models
incorporate various inputs including the credit quality of counterparties and foreign
exchange spot and forward rates.

[c] Fair value ["FV"] hierarchy

Ag Growth uses the following hierarchy for determining and disclosing the fair value of
financial instruments by valuation technique:

Level 1

The fair value measurements are classified agILE in the FV hierarchy if the fair value is
determined using quoted, unadjusted market prices for identical assets or liabilities.
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Level 2

Fair value measurements which require inputs other than quoted prices in Level 1, and for
which all inputs which have a significant effem the recorded faivalue are observable,
either directly or indirectly, are clafisid as Level 2 in the FV hierarchy.

Level 3
Fair value measurements which require unobservable market data or use statistical techniques

to derive forward curves from observable mardata and unobservable inputs are classified
as Level 3 in the FV hierarchy.

The FV hierarchy of financial instruments measlat fair value on the interim consolidated
statement of financial position is as follows:

March 31, 2011 December 31, 2010
Level1l Level2 Level3 Levell Level2 Level3
$ $ $ $ $ $
Financial assets
Cash and cash equivalents 10,806 N N 34,981 N N
Cash held in trust 1,819 N N 1,817 N N
Derivative instruments N 4,298 N N 4,200 N
Restricted cash 845 N N 865 N N
Available-for-sale equity . . .
investment 2,800 N N 2,000 N N

During the reporting periods ended March 31, 2011 and December 31, 2010, there were no
transfers between Level 1 and Level 2 fair value measurements.

At March 31, 2011, Ag Growth has $845 of regrd cash which is classified as a current
asset. The restricted cash represents advdoncAg Growth as collateral for a receivable

from an end user of Ag Growth productsThe funds will be repaid when the related
receivable is collected.

The Company's investment in Invesfoote 14]is carried at fair value.
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Interest from financial instruments is recognizedinance costs and finance income. Foreign
currency and impairment and impairment revensgdacts for loans and receivables are reflected
in other income (expense).

28. CAPITAL DISCLOSURE AND MANAGEMENT

Ag Growth's capital structure is comprised gifareholders' equity and long-term debt. Ag
Growth's objectives when managing its capital structure are to maintain and preserve Ag Growth's
access to capital markets, continue its abilitymeet its financial obligations, including the
payment of dividends, and finance organic growth and acquisitions.

The Company manages the capital structure and makes adjustments to it in light of changes in
economic conditions and the risk characteristicthefunderlying assets. The Company's capital
management objectives have remained unchanged from the prior year. The Company is not
subject to any externally imposed capital requirements other than financial covenants in its credit
facilities and as at March 31, 2011 and Decemdfier2010, all of these covenants were complied
with.

Ag Growth monitors its capital structure using non-IFRS financial metrics including net debt to
EBITDA for the immediately preceding 12-month peramtt net debt to shareholders' equity. Ag
Growth defines net debt as lotgrm debt plus the liability component of Debentures, less cash
and cash equivalents.

Ag Growth's optimal capital structure targets tointan its net debt to EBITDA ratio at levels
below 2.5, after taking into consideration the impacts of industry cyclicality and acquisitions. The
table below calculates the ratio based on EBITDA achieved in the previous 12 months:

March 31, December 31, January 1,

2011 2010 2010
$ $ $
Net debt 118,556 94,677 19,416
EBITDA 67,378 65,763 60,680
Ratio 1.76 times 1.44 times 0.32 times
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Ag Growth's optimal capital structure targets to rtamits net debt to shareholders' equity ratio
at levels below 1.0, after taking into consideration the impacts of industry cyclicality and
acquisitions:

March 31, December 31, January 1,

2011 2010 2010
$ $ $
Net debt 118,556 94,677 19,416
Shareholders' equity 204,257 210,294 231,395
Ratio 0.58 times 0.45 times 0.08 times

29. RELATED PARTY DISCLOSURES

Relationship between parent and subsidiaries

The main transactions between the corporate eofitthe Company and its subsidiaries is the
providing of cash fundings based on the equity and convertible debt funds of Ag Growth
International Inc. Furthermore, the corporate entity of the Company is responsible for the billing
and supervision of major construction contracith wxternal customerad the allocation of sub-
projects to the different subsidiaries of the Company. Finally, the parent company is providing
management services to the Company entitBstween the subsidiaries there are limited inter-
company sales of inventories asetvices. Because all subsidigriare currently 100% owned by

Ag Growth International Inc., these inter-coamy transactions are 100% eliminated on
consolidation.

Other relationships

Burnet, Duckworth & Palmer LLP BDP"] provides legal servicas the Company and a Director

of Ag Growth is a partner of BDP. The total costhese legal services was nil during the three-
month period ended March 31, 2011 [2010 - nil]. Included in accounts payable and accrued
liabilities as at March 31, 2011 is nil [December 31, 2010 - $0.1 million] owing to BDP. These
transactions are measured at the exchange amount and were incurred during the normal course of
business on similar terms and conditions tasthentered into with unrelated parties.
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Compensation of key management personnel of Ag Growth

Ag Growth's key management consists of 24 individuals including its CEO, CFO, its Officers and
other senior management, divisional general managers and its Directors.

For the For the
three-month twelve-month
period ended period ended

March 31, December31,
2011 2010
$ $

Short-term employee benefits 20 73
Contributions to defined contribution plans 40 122
Salaries 958 3,553
Accelerated vesting and death benefits N 2,549
Share-based payments 686 6,945
Total compensation paidto key management

personnel 1,704 13,242

Key management interests in an employee incentive plan

Share awards held by key management personnel under the SAIP have the following expiry dates
and exercise prices:

March 31, December 31, January 1,

2011 2010 2010
Exercise Number Number Number
Issue date Expiry date price  outstanding outstanding outstanding
$ # # #
January 1, 2010,
2007 2011 and 2012 0.10 40,000 80,000 220,000
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Key management employees have been granted the following LTIP awards for the different
vesting dates without any exercise price:
Shares outstanding
March 31, December 31, January 1,

2011 2010 2010
# # #
2007 2009 - 2011 N 17,482 46,933
2008 2010 - 2012 2,675 5,352 7,339
2009 2011 - 2013 80,704 121,056 N
2010 2012 - 2014 67,996 N N
151,375 143,890 54,272

30. EARNINGS PER SHARE

Net earnings per share is based on the consolidated net earnings for the period divided by the
weighted average number of shares outstanding during the period. Diluted earnings per share are
computed in accordance with the treasury stock method and based on the weighted average
number of shares and dilutive share equivalents.
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The following reflects the income and share data used in the basic and diluted earnings per share
computations:

March 31, December 31, March 31,

2011 2010 2010
$ $ $
Net profit attributable to shareholders for basic
and diluted earnings per share 4,706 30,324 4,351
Basic weighted average number of shares 12,395,887 12,675,342 13,100,572
Dilutive effect of DDCP 13,996 10,593 8,435
Dilutive effect of LTIP 88,140 142,437 34,263

Diluted weighted average number of shares 12,498,023 12,828,372 13,143,270

Basic earnings per share 0.38 2.39 0.33
Diluted earnings per share 0.38 2.36 0.33

There have been no other transactions involving ordinary shares or potential ordinary shares
between the reporting date and the date of ¢etiop of these interim consolidated financial
statements.

The convertible unsecured subordinated debestwere excluded frorthe calculation of the
above diluted net earnings per share because their effect is anti-dilutive.

31. REPORTABLE BUSINESS SEGMENT

The Company is managed as a single businegwesd that manufactures and distributes grain
handling, storage and conditioning equipment. The Company determines and presents business
segments based on the information that internally is provided to the CEO, who is Ag Growth's
Chief Operating Decision Maker ['CODM"]. Veh making resource allocation decisions, the
CODM evaluates the operating results of the consolidated entity.

All segment revenue is derived wholly from exi@ customers and as the Company has a single
reportable segment, inter-segment revenue is zero.
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Property, plant and
equipment, goodwill and

Revenues intangible assets
Three-month Three-month

period ended period ended As at As at
March 31, March 31, March 31, December 31,

2011 2010 2011 2010

$ $ $ $

Canada 15,926 14,241 142,783 146,108
United States 39,844 33,197 58,913 57,166
International 11,295 4,992 10,641 10,448
67,065 52,430 212,337 213,722

The revenue information above is based on the location of the customer. The Company has no
single customer that represents 168tnore of the Company's revenues.
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32. COMMITMENTS AND CONTINGENCIES

[a] Contractual commitment for the purchase of property, plant and
equipment

As of the reporting date, the Company has entered into no commitments to purchase property,
plant and equipment.

[b] Letters of credit

As at March 31, 2011, the Company has outstanding letters of credit in the amount of $319
[December 31, 2010 - $642].

[c] Operating leases

The Company leases office and manufacturingipggent, warehouse facilities and vehicles
under operating leases with minimum aggregate rent payable in the future as follows:

$
Within one year 716
After one year but not more than five years 1,286
More than five years 210
2,212

These leases have a life of between one angesiss with no renewal options included in the
contracts.

During the three-month period ended March 31, 2011, the Company recognized an expense of

$255 [2010 - $351] for leasing contracts. This amount relates only to minimum lease
payments.
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[d] Finance leases

The Company has finance leases for various itgihnsanufacturing equipment. These leases
have terms of renewal, but no purchase agtio Future minimum lease payments under
finance leases together withe present value of the netnmimum lease payments are as

follows:
March 31, 2011 Rzcember 31, 2010
Minimum Minimum
lease  Present value lease Present value
payments of payments payments of payments
$ $ $ $
Within one year 235 253 432 457
After one year but not more
than five years 132 130 138 136
More than five years N N N N
Total minimum lease payments 367 383 570 593
Less amount representing
finance charges 16 16 23 23
Present value of minimum
lease payments 351 367 547 570

The leased equipment is pledged as collateral. Interest expense related to obligations under
capital leases was $10 for the three-month period ended March 31, 2011 [2010 - nil].

[e] Legal actions

The Company is involved in various legal matters arising in the ordinary course of business.
The resolution of these matters is not expedtedave a material adverse effect on the
Company's financial position, results of operations or cash flows.
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33. EXPLANATION OF TRANSITION TO IFRS

For all periods up to December 31, 2010, the Company prepared its consolidated financial
statements in accordanedth Canadian GAAP. These interim consolidated financial statements
for the three-month period ended March 31, 2011 are the first interim consolidated financial
statements that comply with IFRS standards in effect as at March 31, 2011, as further described in
the Company's accating policies[note 3]. In preparing these interim consolidated financial
statements, the Company's opertogsolidated statement of finaalcposition was prepared as at
January 1, 2010, the Company's date of transition to IFRS. This note explains the principal
adjustments made by the Company in restating its Canadian GAAP consolidated statement of
financial position as at January 1, 2010 and its previously published Canadian GAAP consolidated
financial statements for the three-month period ended March 31, 2010 and the year ended
December 31, 2010.

Elected exemptions from full retrospective application

In preparing these interim consolidated finahcstatements in accaadce with IFRS 1, the
Company has applied certain of the optional exemptions from full retrospective application of
IFRS. The optional exemptions applied by the Company are described below.

[a] Business combinations
The Company has applied the business combinations exemption in IFRS 1 to not apply
IFRS 3 retrospectively to past business combinations. Accordingly, the Company has not
restated business combinations tleaktplace prior to th transition date.

[b] Share-based payments
The Company has elected to retrospetyivapply the provisions of IFRS &hare-based
Paymentd"IFRS 2"] only to [i] equity instrumestgranted after November 7, 2002 that are

unvested at the transition date, and [iilblly instruments arising from share-based
payment transactions that are outstanding at the date of transition.
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[c] Foreign exchange

Cumulative currency translation differences &dirforeign operations are deemed to be zero
as at January 1, 2010.

[d] Borrowing costs

The Company has elected onlydapitalize borrowing costs relating to qualifying assets for
which the commencement date for capitalization is on or after the date of transition.

RECONCILIATION OF FINANCIAL POSITION

The following is a reconciliation of the Compasmyonsolidated statement of financial position
reported in accordance with Canadian GAAP to its consolidated statement of financial position
reported in accordance with IFRS at the transition date January 1, 2010:

Canadian IFRS
Note GAAP  Adjustments IFRS
$ $ $

ASSETS
Current assets
Cash and cash equivalents 109,094 N 109,094
Accounts receivable 25,072 N 25,072
Inventory 7 39,432 189 39,621
Prepaid expenses and other assets 2 1,858 (86) 1,772
Income taxes recoverable 598 N 598
Derivative instruments 7,652 N 7,652
Future income taxes 9 10,103  (10,103) N

193,809 (10,000) 183,809

Non-current assets

Property, plant and equipment, net 3,8 27,779 10,094 37,873
Goodwill 3 52,337 (150) 52,187
Intangible assets, net 3 69,023 (582) 68,441
Available-for-sale investment 2,000 N 2,000
Derivative instruments 1,848 N 1,848
Deferred tax asset 3,6b,8,9 41,054 6,302 47,356
194,041 15,664 209,705
Total assets 387,850 5,664 393,514
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LIABILITIES AND SHAREHOLDERS'

EQUITY
Current liabilities

Accounts payable and accrued liabilities

Customer deposits

Long-term incentive plan

Dividends payable

Acquisition price, transaction and financing

costs payable

Current portion of deferred credit
Current portion of long-term debt

Provisions

Non-current liabilities
Long-term debt

Convertible unsecured subordinated

debentures
Deferred tax liability
Deferred credit

Share award incentive plan

Total liabilities

Shareholders' equity
Common shares

Accumulated other comprehensive income
Equity component of convertible debentures

Contributed surplus

Retained earnings

Total shareholders' equity

Commitments and contingencies

Note

6a

3,6b,8
6a

Canadian IFRS
GAAP Adjustments IFRS
$ $ $
13,930 (1,194) 12,736
8,340 N 8,340
2,184 (2,184) N
2,224 N 2,224
1,028 N 1,028
9,305 (9,305) N
16 16
N 1,194 1,194
37,027  (11,489) 25,538
25,403 N 25,403
103,107 N 103,107
1,047 1,167 2,214
38,601  (38,601) N
5,866 9 5,857
174,024  (37,443) 136,581
211,051  (48,932) 162,119
157,279 N 157,279
5,590 N 5,590
N 5,105 5,105
8,653 (4,794) 3,859
5,277 54,285 59,562
176,799 54,596 231,395
387,850 5,664 393,514
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The following is a reconciliation of the Companyonsolidated statement of financial position
reported in accordance with Canadian GAAP to its consolidated statement of financial position
reported in accordance with IFRS at March 31, 2010:

Canadian
Note GAAP  Adjustments IFRS
$ $ $

ASSETS
Current assets
Cash and cash equivalents 88,435 N 88,435
Accounts receivable 34,818 N 34,818
Inventory 7 42,415 379 42,794
Prepaid expenses and other assets 2 2,413 (374) 2,039
Income taxes recoverable 543 N 543
Derivative instruments 9,266 N 9,266
Future income taxes 9 9,919  (9,919) N

187,809 (9,914) 177,895
Non-current assets
Property, plant and equipment, net 8 32,413 10,147 42,560
Goodwill 51,758 N 51,758
Intangible assets, net 67,273 N 67,273
Available-for-sale investment 2,000 N 2,000
Derivative instruments 2,378 N 2,378
Deferred tax asset 6b, 8,9 39,305 5,113 44,418

195,127 15,260 210,387
Total assets 382,936 5,346 388,282
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LIABILITIES AND SHAREHOLDERS'
EQUITY

Current liabilities

Accounts payable and accrued liabilities

Customer deposits

Long-term incentive plan

Dividends payable

Acquisition price, transaction and financing
costs payable

Current portion of deferred credit

Current portion of long-term debt

Provisions

Non-current liabilities

Long-term debt

Convertible unsecured subordinated
debentures

Deferred tax liability

Deferred credit

Share award incentive plan

Total liabilities

Shareholders' equity

Common shares

Accumulated other comprehensive income
Equity component of convertible debentures
Contributed surplus

Retained earnings

Total shareholders' equity

Commitments and contingencies

Canadian
Note GAAP  Adjustments IFRS
$ $ $
9 15,361  (1,335) 14,026
7,164 N 7,164
1 806 (806) N
2,236 N 2,236
275 N 275
6a 9,332  (9,332) N
16 N 16
9 N 1,335 1,335
35,190 (10,138) 25,052
24,676 N 24,676
103,617 N 103,617
6b 1,087 1,127 2,214
6a 37,796  (37,796) N
1 3,854 (10) 3,844
171,030 (36,679) 134,351
206,220 (46,817) 159,403
157,075 N 157,075
4,545 990 5,535
N 5,105 5,105
10,095  (6,143) 3,952
5001 52,211 57,212
176,716 52,163 228,879
382,936 5,346 388,282
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The following is a reconciliation of the Companyonsolidated statement of financial position
reported in accordance with Canadian GAAP to its consolidated statement of financial position
reported in accordance witRRS at December 31, 2010:

Canadian
Note GAAP  Adjustments IFRS
$ $ $
ASSETS
Current assets
Cash and cash equivalents 34,981 N 34,981
Cash held in trust 1,817 N 1,817
Restricted cash 865 N 865
Accounts receivable 5 36,910 1,625 38,535
Inventory 57 53,631 (2,057) 52,574
Prepaid expenses and other assets 2 7,840 (212) 7,628
Derivative instruments 4,200 N 4,200
Future income taxes 9 10,817 (10,817) N

151,061  (10,461) 140,600

Non-current assets

Property, plant and equipment, net 8 67,206 11,816 79,022
Goodwill 2,5 64,055 (1,700) 62,355
Intangible assets, net 5 72,388 (43) 72,345
Available-for-sale investment 2,000 N 2,000
Deferred tax asset 6b, 8,9 34,853 7,210 42,063
240,502 17,283 257,785
Total assets 391,563 6,822 398,385
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LIABILITIES AND SHAREHOLDERS'
EQUITY

Current liabilities

Accounts payable and accrued liabilities

Customer deposits

Long-term incentive plan

Dividends payable

Acquisition price, transaction and financing
costs payable

Income taxes payable

Current portion of deferred credit

Current portion of long-term debt

Current portion of obligations under finance
leases

Current portion of share award incentive plan

Future income taxes

Provisions

Non-current liabilities

Long-term debt

Obligations under finance leases

Convertible unsecured subordinated
debentures

Deferred tax liability

Deferred credit

Share award incentive plan

Total liabilities

Shareholders' equity

Common shares

Accumulated other comprehensive income
(loss)

Equity component of convertible debentures

Contributed surplus

Retained earnings (accumulated deficit)

Total shareholders' equity

Commitments and contingencies

Canadian
Note GAAP Adjustments IFRS
$ $ $
9 24,565 (1,942) 22,623
6,573 N 6,573
1 1,870 (1,870) N
2,509 N 2,509
11,994 N 11,994
56 N 56
6a 8,302 (8,302) N
128 N 128
432 N 432
2,003 N 2,003
9 426 (426) N
9 N 1,942 1,942
58,858 (10,598) 48,260
24,518 N 24,518
138 N 138
105,140 N 105,140
6b, 8 6,602 1,862 8,464
6a 34,018 (34,018) N
1 1,573 2) 1,571
171,989 (32,158) 139,831
230,847 (42,756) 188,091
151,376 N 151,376
(1,026) 1,020 (6)
N 5,105 5,105
11,121 (5,000) 6,121
(755) 48,453 47,698
160,716 49 578 210,294
391,563 6,822 398,385
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Reconciliation of equity as reportedder Canadian GAAP and IFRS

The following is a reconciliation of the Company's equity reported in accordance with Canadian
GAAP to its equity in accordance with IFRS at the transition date:

Equity Accumulated
component other
Common of Contributed Retained comprehensive
Notes shares debenture  surplus earnings income Total
$ $ $ $ $ $

As reported under

Canadian GAAP -

December 31, 2009 157,279 N 8,653 5,277 5,590 176,799
Reclassifications

Long-term incentive

plan liability 1 N N 2,184 N N 2,184
Equity component of
debenture 9 N 7,146 (7,146) N N N
Differences increasing
(decreasing) reported
amounts:
DDCP 1 N N 168 (168) N N
SAIP 1 N N N 9 N 9
Deferred income taxes 6b N (2,041) N 57 N (1,984)
Transaction costs 2 N N N (86) \ (86)
Translation of foreign
operations 3 N N N (427) N (427)
Deferred income taxes
deferred credit 6a,8 N N N 44,794 N 44,794
Inventory 7 N N N 189 N 189
Property, plant and
equipment 8 N N N 9,917 N 9,917
As reported under IFRS
b January 1, 2010 157,279 5,105 3,859 59,5625,590 231,395
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The following is a reconciliation of the Company's equity reported in accordance with Canadian
GAAP to its equity in accordance with IFRS at March 31, 2010:

Equity Accumulated
component other
Common of Contributed Retained comprehensive
Notes shares debenture surplus earnings income Total
$ $ $ $ $ $

As reported under

Canadian GAAP -

March 31, 2010 157,075 N 10,095 5,001 4,545 176,716
Reclassifications

Long-term incentive

plan liability 1 N N 806 N N 806
Equity component of
debenture N 7,146 (7,146) N N N
Differences increasing
(decreasing) reported
amounts:
DDCP 1 N N 197 (197) N N
SAIP 1 N N N 10 N 10
Deferred income
taxes B convertible
debentures 6b N (2,041) N 141 N (1,900)
Transaction costs 2 N N N (374) N (374)
Translation of
foreign operations 3 N N N (427) 427 N
Deferred income
taxes - deferred
credit 6a \ N N 47,128 N 47,128
Deferred income
taxes - temporary
differences 8 N N N (4,102) 69 (4,033)
Hedge accounting 4 N N N (368) 368 N
Property, plant and
equipment 8 N N N 10,021 126 10,147
Inventory 7 N N N 379 N 379
As reported under
IFRS - March 31,
2010 157,075 5,105 3,952 57,212 5,535 228,879
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The following is a reconciliation of the Company's equity reported in accordance with Canadian

GAAP to its equity in accordaneéth IFRS at December 31, 2010:

Equity Accumulated
component other
Common of Contributed Retained comprehensive
Notes shares debenture surplus earnings income Total
$ $ $ $ $ $
As reported under
Canadian GAAP -
December 31, 2010 151,376 N 11,121 (755) (1,026) 160,716
Reclassifications
Long-term incentive
plan liability 1 N N 1,870 N N 1,870
Equity component of
debenture 9 N 7,146 (7,146) N N N
Differences increasing
(decreasing) reported
amounts
DDCP 1 N N 276 (276) N N
SAIP 1 N N N 2 N 2
Income taxes B
convertible
debentures 6b N (2,041) N 413 N (1,628)
Transaction costs 2 N N N (1,789) N (1,789)
Translation of
foreign operations 3 N N N (427) 427 N
Deferred income
taxes - deferred
credit 6a N N N 42,320 N 42,320
Deferred income
taxes - temporary
differences 8 N N N (3,632) 224 (3,408)
Hedge accounting 4 N N N (437) 437 N
Property, plant and
equipment 8 N N N 11,884 (68) 11,816
Inventory 7 N N N 395 N 395
As reported under
IFRS - December 31,
2010 151,376 5,105 6,121 47,698 (6) 210,294
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Notes to the reconciliations:
1. Share-Based Payments

The Company elected to retrospectively apply the provisions of IFRS 2 only to equity-settled
awards that were unvested at the transition datkliability awards outstanding at the transition
date.

The differences impacting the statement ofritial position at the transition date include:

X LTIP was classified under Canadian GAAP as a liability plan, whereas under IFRS 2 due to
the final settlement of the plan with treaswlyares acquired by the administrator for the
benefit of the management members, the plailifigs as an equity-tited plan. Therefore,
this change resulted in a reclassificationtlodé balances from liability into shareholders'
equity. At the transition date, the impact of this adjustment was to decrease the long-term
incentive plan liability and increase contributed surplus by $2,184 [March 31, 2010 - $806,
December 31, 2010 - $1,870].

x Awards with graded vesting provisions areated as a single award for both measurement
and recognition purposes under Canadian GAAMRSIR requires such awards to be treated
as a series of individual awards, with comgasion measured and recognized separately for
each tranche of optionsithin a grant that has a different vesting date. This impacts the LTIP
and the SAIP of the Company. At the transition date, the impact of this adjustment was to
decrease the share award incentive plan liabditd increase retained earnings by $9
[March 31, 2010 - $10; December 31, 2010 - $2].

x For the directors deferred compensation plan ['DDCP"] the share-based remuneration vests
under IFRS 2 directly in the respective seevperiod, whereas under Canadian GAAP the
expense was allocated over the deferred compilengzeriod of three years. At the transition
date, the impact of this adjustment was ¢gréase retained earnings and increase contributed
surplus by $168 [March 31, 2010 - $197; December 31, 2010 - $276].

2. Transaction Costs

In accordance with IFRS 3 (reeid 2008) transaction costs incutii@ the process of acquiring a
business cannot be capitalized, but have to be immediately expensed. Under Canadian GAAP
these transaction costs were capitalized by Ag Growthat the transition date, the impact of this
adjustment was to decrease prepaid expensesthad assets and decrease retained earnings by
$86. Transaction costs incurred in 2010 related to the business combinations for Mepu, Franklin
and Tramcdnote 7] resulted in an aggregate decreasthtogoodwill balance in the amount of
$1,577 and an additional decrease of $126 to mepgienses at December, 2010. There is no
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impact in the first quarter of 2010 on the goodwill balance, as all business combinations in 2010
were completed subsequent to March 31, 2010. Transaction costs, however, related to business
combinations in the amount of $288 were recorded in the first quarter under Canadian GAAP in
prepaid expenses, in addition to the $86 asraialg 1, 2010, and theme resulted in an IFRS
adjustment of $374 at March 31, 2010.

3. Translation of Foreign Operations

Under Canadian GAAP, until December 31, 2009CGbenpany had classified all business units as
integrated operations and therefore used the Canadian dollar as the functional currency for all
foreign entities. As at January 1, 2010, the Company determined that its foreign operations
Hi Roller, Union Iron and Applegate had more characteristics of self-sustaining operations than
integrated foreign operations. Accordingly, the Company adopted the current rate method of
foreign currency translation for these foreign @piens, resulting in using the local currency of
these foreign operations as their functional currency under Canadian GAAP, applied on a
prospective basis. In accordanaih IAS 21, for IFRSpurposes every entigf the Company has

to be individually reviewed for the determination of its functional currency and this has to be
performed retrospectively as of the IFRS transition date. Therefore, for IFRS purposes, Hi Roller,
Union Iron and Applegate were classified as U.S. dollar functional currency entities as of the
transition date of January 1, 2010, whereas under Canadian GAAP they were still Canadian dollar
functional currency entities. This change ir fanctional currency had the following impacts on

the Company's assets, liabilities and retained earnings:

[1] Goodwill decrease of balance by $150
[2] Property, plant and equipmieincrease of balance by $177

[3] Intangible assets decrease of balance by $582
4] Deferred tax liability: @crease of balance by $128
[5] Retained earnings: decrease of balance by $427
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For the elective exemptions frotie retrospective application tFRS 1 the Company elected to
recognize the cumulative tralation adjustment existing at the transition date directly into retained
earnings. Therefore all the above listed impacts weeetly recorded in the Company's retained
earnings and have no impact on the other comprehensive income of the Company.

4. Hedge Accounting

Upon the adoption of IFRS, the Company redesignated its foreign currency hedge contracts. The
adjustment had no impact as at the transition date. The adjustment resulted in an increase to
accumulated other comprehensive income and adserto retained earnings on March 31, 2010

of $368 [December 31, 2010 - $437].

5. Revenue Recognition

Under Canadian GAAP all product deliveries were recorded when the risk of ownership was
transferred. Similarly, for IFRS purposes, the migjaf the revenues oAg Growth are realized

at the time of transfer of the risk of ownership. However, as described in note 3, the Company has
classified certain of its customer contraets construction contracts resulting in the earlier
recognition of revenues and gross margin with the application of the percentage of completion
method of accounting. As at December 311®0as a result of thadjustment, the Company
increased accounts receivable $1,625, decreased inventd®y,452, decreasegbodwill $123,

and decreased intangible assets $43 [as thadjlstment impacted ¢hpurchase accounting].

6. Income Taxes

As noted above, the deferred tax balances as of the transition date and as of March 31, 2010 and
December 31, 2010 are impacted bylffieS and Canadia@AAP adjustments.
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Additionally, the accounting for income taxes und&S 12 resulted in the following differences
for the Company:

a.

In 2009, the Company converted from an income fund into a corporate entity under a
plan of arrangement with a previously unreat@empany. As a result of this transaction,

the Company received tax attributes foriethdeferred tax assets in the amount of
$69,800 were recorded. The difference between this deferred tax asset and the purchase
price of $13,500 for shares of the prewsty unrelated company was recorded under
Canadian GAAP as a deferred credit. Tdéderred credit had a carrying amount under
Canadian GAAP of $47,906 [January 1, 2010], $47,128 [March 31, 2010] and $42,320
[December 31, 2010], respectiyel For IFRS purposes, the difference between the tax
benefits and the purchase price cannot be deferred, but the benefit from the higher fair
value of the tax benefits has to be retrospectively recorded as of the transition date. The
adjustment results in an increase to retaieachings as of the different reporting dates
during the comparison period 2010 and the elimination of the deferred credit as reported
under Canadian GAAP.

IFRS requires the bifurcation of convertibleotimstruments into a liability and an equity
component. IFRS further requires theagmition of a temporary difference based on the
difference between the carrying amount of lthbility at issuance and its underlying tax
basis. All changes in the initial temporatifference for the liability component of the
convertible debt are recognized in the statement of income.

Under Canadian GAAP the tax basis ot thability component of the convertible
debenture is considered to be the same as its carrying amount, and therefore the
recognition of a temporary difference is not required. This difference between IFRS and
Canadian GAAP results in an additional temporary difference for the Company's
$115,000 Debenture. An additional deferredliability of $1,984 has to be recorded as

of the transition date [March 31, 2010 - $1,900; December 31, 2010 - $1,628]. The
impact of $1,984 as of the transition date results in a corresponding debit entry to the
equity component of the convertible dehesat of $2,041 and increase to retained
earnings of $57. Subsequent movements in the deferred tax liability of $141 at March 31,
2010 and $413 at December 311Q0esulted in a decrease to future income tax expense.
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7. Inventories

Due to the remeasurement ofoperty, plant and equipmenhé changes to the depreciation
expense, Ag Growth was required to adjust the overhead allocation on the valuation of its
inventory by $189 at transition [$37%arch 31, 2010; $395December 31, 2010].

8. Property, Plant and Equipment

For all items of property, plant and equipmethie provisions of IAS 16 were retrospectively
applied. The assessment and annual review criteria of useful lives and depreciation methods are
more explicit in IFRS, which required Ag Growth ddjust certain carrying amounts of its assets.
Furthermore, the componentization requirements are more explicit in IFRS. Differences relating
to the level of componentization, depreciation methods and useful lives resulted in the carrying
value of these assets at the transition date to increase from the recorded amount under Canadian
GAAP by $9,917 [March 31, 2@ - $10,147, December 31, 2010 - $11,816]. The related tax
impact of the change in temporary differencesulted in additionatieferred tax liability of

$3,112 at the transition date [March 31, 2010 - $4,102; December 31, 2010 - $3,408].

9. Reclassifications

Certain balances have been reclassified between accounts to conform with IFRS.
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Reconciliation of profit and loss for the three-month period ended March 31, 2010 and for the
twelve-month period ended December 31, 2010.

Three-month

period ended Year ended
March 31, December 31,
2010 2010
Note $ $
Net income reported under Canadian GAAP 6,425 36,156
Differences increasing (decreasing) net
income
Depreciation expense 1 294 2,113
Cost of sales 1 (53) (44)
Deferred income tax
Deferred credit 2a (778) (5,586)
Convertible debentures 2b 83 339
Temporary differences 2c (932) (375)
Cost of sales 3 1 8
General and administrative 4 (288) (1,703)
General and administrative 5 (28) (115)
Gain on foreign exchange 6 (368) (437)
Translation gain 7 (5) (32)
Net profit recorded under IFRS 4,351 30,324
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1. The componentization of property, plant, equipment and change in useful lives and
depreciation methods resulted in a decreasiepoeciation expense of $294 and $2,113,
and a reduction to the gain on sale of property, plant and equipment of $53 and $44,
respectively.

2. a. The Company converted from an income fund into a corporate entity in 2009 under a
plan of arrangement that resulted ire t@ompany receiving tax attributes and
recording a deferred tax asset of $69,800 and a related deferred credit of $56,300.
Under IFRS, deferred credits are generally not recognized, which ultimately results in
an increase in the Company's non-cash futaxeexpense of $778 at March 31, 2010
and $5,586 at Bcember 31, 2010.

b. Under IFRS, a temporary difference is releal related to the convertible debenture
resulting in the recognition of a deferred tax liability on transition. Subsequent
movements in the deferred tax liability of $83 at March 31, 2010 and $339 at
December 31, 2010 resulted in a decedasdeferred income tax expense.

c. The temporary differences arising fronanges in carrying values of inventories and
property, plant and equipment on transitionlE&RS result in an increase to future
income tax expense at March 31, 2@f®$932 [December 31, 2010 - $375].

3. The change in the Company's depreciation method impacted the Company's inventory
overhead rate which resulted in a change in inventory values and change in inventories
expensed through cost of goods sold.

4. Under IFRS, transaction costs incurred in the process of acquiring a business cannot be
capitalized, but instead have to be immesiatexpensed resulting in an increase to
selling, general and administrative expense of $288 at March 31, 2011 and $1,703 at
December 31, 2010.

5. Under IFRS, the calculation of the expense related to equity-settled compensation plans
differs to reflect changes in the measurement and recognition of equity-settled awards
that were outstanding and unvested at the transition date and those that were granted
during the period. The impact of this asliment was to increagelecrease) the SAIP
expense by $(1) [December 31, 2010 - $1d the DDCP by $29 [December 31, 2010 -
$108].

6. Upon the adoption of IFRS, the Company redesignated its foreign currency hedge
contracts which resulted in a loss on foreign exchange of $368 at March 31, 2010
[December 31, 2010 - $437].

7. Under IFRS, the Company has identified a limited number of contracts as construction
contracts and has recognized revenue based on the percentage of completion
methodology which typically results in earlirzcognition of revenues and costs. As a
result, certain revenues and costs denominatdédreign currencies were recognized in
different periods compared to Canadian GAs® were translated to Canadian dollars at
different rates of foreign exchange.
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[e] Reconciliation of comprehensive income agported under Canadian GAAP and IFRS

The following is a reconciliation of the Compangtamprehensive income reported in accordance
with Canadian GAAP to its comprehensive imein accordance with S for the year ended
December 31, 2010 and the thmenths ended March 31, 2010.

Three-month
Year ended period ended
December 31, March 31,

Notes 2010 2010
$ $
Comprehensive income as reported under
Canadian GAAP 29,540 5,380
Differences (decreasing) increasing reported
amounts
Differences in net income [i] (5,832) (2,074)
Change in other comprehensive income
Foreign currency translation [ii] 1,020 990
(4,812) (1,084)
Comprehensive income as reported under
IFRS 24,728 4,296

[i] Differences in netincome
Reflects the differences in net income between Canadian GAAP and IFRS as described in
note 33.

[ii] Foreign currency translation
Assets and liabilities of foreign operatiohaving a functional currency other than the
Canadian dollar are translated at the ratexahange prevailing at the reporting date and
revenue and expenses at average rates dtimingeriod. The increase in property, plant
and equipment related to measurement at their revalued amounts creates increased foreign
currency translation adjustments recorded in OCI.
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