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VITERRA ANNOUNCES [TS FIRST QUARTER FINANCIAL RESULTS

Consolidated sales and other operating revenues for the first quarter of fiscal 2009
ingreased $64.6 million o 514 billion (2008 - $1.3 billion), with zales increases
reported in the Agn-products, Agn-food Processing, Livestock Feed and Services,
and Fimancial Products segments.

EBITDA {consolidated camings before interest, taxes, amortization, gain (loss) on
disposal of assets, integration expenses — sce Non-GAAP Financial Measures in
Section 9) was a loss of $6.4 million for the quaner, which included a fertilizer
mventory woledown of 5281 million,

Exeluding the writedown, consolidated EBITDA was $21.7 million, which compares
ta $81.3 million in the same quarter of 2008, A decision by farmers to defer fertilizer
purchases 1o the spring and lower fertilizer margins, together with the impact of a
decline in grain margins and volumes in the first quarter were the main reasons for
the variance,

Viterra's [irst quarter net loss was 333.0 million or $0.14 per share, which caompares
to net carnings of 541.2 million or $0.20 per share in same three-month peried of
2008, Excheding the fertilizer inventory writedown, Viterra's net loss for the quarter
was $13.6 million or $0.06 per share.

“It 15 not unusual to record an operating loss in the first quarier, particularly if fall
fertilizer applications do not materialize”, said President and Chiel Executive Officer,
Mayo Schmidt. “Even with the slow start this year, we expect a solid financial year in
2009, Farmers are now working closely with us to make sure they are positioned with
the nght products to plant a profitable crop in the spring. As such, we anticipate good
demand for our agri-products and service offerings, particularly in our third quarter,
which is the period in which we generate the bulk of our earnings.”

First Quarter Operating Hi

* Viterra's grain shipments for the quarter ended January 31, 2000 were 3.8 million
tonnes. This compares o 4.2 million tonnes for the comparable period in 2008,
Canadian Wheat Board shipments were on par with last year, while open market
products lagged the previous year's quarter, primarily due to timing.
Management expects to see movement pick up substantially throughout the



remainder of the year, given the size of the 2008 crop and an increase of
approximately 1 million metric tonnes of gram receipts that are expected to be
made available to the industry,

* An important measure of the Company’s performance in the Grain segment is
market share, which is based on primary elevator receipts of the six major grains.
Viterra's markel share in the first quarter of 2009 was 44.1% compared 1o 41.5%
in 2008,

e (iross margin per tonne was $25.47 for the first quarter of 2009, in line with
management’s expectations of annual average margin per tonne of $26. This
quarter’'s margin per tonne compares to $27.86 generated in the same quarter a
year ago when more opportunitics existed to extract premiums from the market
due to commedity price volatility.

* In Viterra’s Agn-products segment, sales and other operating revenues were
$186.2 million compared to $166.0 million for the same three-month period of
2008, reflecting sales improvements in seed, crop protection products and
equipment. While fertilizer sales were higher in the quarter, the increase reflects
higher prices relative to the same period a year ago. As expected, [entilizer
volumes were down quarter-over-quarter reflecting growers’ decisions to delay
fertilizer applications in the fall in anticipation of lower pricing as they moved
toward the spring months.

o As anticipated and noted in its 2008 fourth quarter results, the Company wrote
down $28.1 million on its fertilizer inventory position as at January 31, 2009,

o The EBITDA loss in the Agri-products segment for the quarter was $43.2 million
including the writedown, compared to EBITDA of $18.2 million in the first
guarter af 2008,

Commenting on Viterma's core grain and agri-products operations, Mr. Schmidi said,
“Fesults this quarter pnimarily reflect timing issues. Prospects for the remainder of
the year are good, Viterra is situated in the heart of the Western Canadian growing
region, where production reached a record high this past fall. We have a very large,
good quality crop and the infrastructure and international presence to get the product
to the destination. Market conditions also suggest that we may see more CWE
movement this yvear, which would be positive for farmers, handlers and the industry
as a whale.

In our Agri-products business, we recognize that much depends on the spring
growing season. However, based on the level of prepayments and the increase in
fertilizer volumes that we have experienced since the end of the quarter, we are
certainly confident as we head into spring. Prices have begun to stabilize on most
product lines and farmers are now taking product home. They understand all too well
the logistic and supply challenges that can oceur when fall purchases are pushed into
the spring selling season. Viterra is working diligently with its suppliers to ensure



products are strategically positioned to meet the significant fertilizer demands that we
expect to experience in the next two quarters.”

Sales m the Agri-food Processing segment for the quarter were $48.4 million, up
$3.3 million from the comparable period of 2008, reflecting higher average sales
prices offsel partially by lower sales volumes.

EBITDA in the Agri-food Processing segment was $2.5 million for the first
quarter, up $1.8 million from the same period last year. A number of marked-to-
market adjustments for foreign exchange and commodity prices were reflected in
both three-month periods,

The Livestock Feed and Services sepment generated sales of $193.7 million for
the three months ended January 31, 2009 which compares 10 $119.2 million in the
comparable period of 2008, The increase is primarily due to the contributions
from feed manufacturing plants that Viterra acquired during fiscal 2008. Segment
EBITDA for the quarter was $9.2 million, compared 1o EBITDA of $5.3 million
for the same period of the prior year.

For Viterra's Financial Products segment, EBITDA was $2.1 million in the first
quarter of 2009 compared (o0 EBITDA of $1.1 million for the same three-month
period of 2008,

Consolidated operating, general and administration expenses (“OG&A™), net of
synergies, increased by $26.6 million from the same three-month period last vear,
a reflection of a number of initatives undertaken by the Company to position it
for the future. The increase reflects:

o OG&A expenses associated with the addition of three feed manufacturing
plants that were acquired part way through fiscal 2008;

o costs related to several growth mitiatives including the enhancement of our
information  lechnology  svstems and  start-up expenses related o the
International Grain division;

O @0 increase in repair and maintenance expenditures that were necessary 1o
bring a number of assets that were acquired from Agricore United up to
Viterra's quality standards; and

o an increase in wages and salanes across Viterra that reflects the Company's
new five-year collective bargaining agreement, a new incentive plan for
employees and the implementation of a common compensation platform that
aligned salaries and eliminated wage inequities that existed between the
predecessor companies.

Viterra's balance sheetl remains one of the strongest in the industry with a total
debt to capital ratio of 25% at January 31, 2009, which compares 1o 38% at the
sme lime a year ago



* During the quarter, the Company renewed its grain volume insurance program for
fiscal 2009 securing coverage of up to $60 million to protect against production
declines in the western Canadian market.

* The Company achieved a total of $121 million in synergies related to the
acquisition and integration of Agricore United, which represents both a full run
tate ol synergies and the final report to sharcholders on these numbers,

Based on current industry projections, fiscal 2009 industry receipts are estimated to
be 32 to 33 million tonnes for the six major grains, up approximately | million tonnes
from last year. Record farm incomes in 2008 and relatively strong grain and oilseed
prices are positive indicators for the Agri-products segment for 2009, Sail nutrient
levels have been depleted over the last number of years and the record production of
the 2008 crop only contributed further to this depletion. Replenishing soil nutrient
levels is essential to maximizing yields. An important indicator for the spring selling
season is agri-products prepayments, which totaled $242.2 million at the end of the
quarter, a positive sign that producers intend to maximize their plantings during the
UPCOMING Erowing season.

¥iterra will be hosting a conference call for interested parties on March 11, 2008
at 1:00 p.m. Toronto time, 11:00 a.m. Regina time to discuss its First Quarter
Financial Report. Details are available on Viterra's website, under Newsroom at
www.vilerra.ca.

Certain statements in this news release are forward-looking statements and reflect
Viterma's expectations regarding future results of operations, financial condition and
achievements, All statements that address activities, events or developments that
Viterra or ils management expects or anticipates will or may oceur in the future,
including such things as growth of its business and operations, competitive strengths,
strategic initiatives, planned capital expenditures, plans and references 1o future
operations and results, critical accounting estimates and expectations regarding future
capital resources and liquidity of the Company and such matters, are forward-looking
statements.  Such forward-looking statements involve known and unknown risks,
uncertanties and other factors that may cause the actual results, performance and
achievements of Viterra to be materially different from any future results,
performance and achievements expressed or implied by those forward-looking
statements. A number of factors could cause actual results to differ materially from
expectations.  These [actors and assumptions are further detailed in Viterra’s First
Quarter Financial Report.

Viterra Ine. is Canada's leading agribusiness, with extensive operations and
distribution capabilities across Western Canada, and with operations in the United
States, Japan, and Singapore. The Company is diversified into sales and services of
crop inputs and equipment, grain handling and marketing, livestock feed and services,
agri-food processing and financial products. These operations are complemented by
value-ndded businesses and strategic alliances which allow Viterra to leverage its



pivotal position between Prairie farmers and destination customers, The Company’s
common shares are listed on the Toronto Stock Exchange under the symbol VT
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1. RESPOMNSIBILITY FOR DISCLOSURE

Management’s Discussion and Analysis (“MD&A™ was prepared based on
information available to Viterra Inc. (referred o herein as Viterra or the “Company™)
as of March 11, 2009. Management prepared this report to help readers interpret
Viterra's consolidated financial results for the three months ended January 31, 2000
and January 31, 2008,

To support the discussion, this report includes information with respect o the agri-
business industry, the markets in which the Company operates and any trends that
may impact operating and financial performance into the future. This report should be
read m conjunction with Viterma's 2008 Annual Financial Review and the 2008
Annual  Information Form, which are available on  Viterra's  website at
www.viterra.ca, as well as on SEDAR's website at www.sedar.com, under Viterra
Inc,

This MD&A, the unasudited Consolidated Balance Sheet, Statement of Earnings
{Loss), Statement of Cash Flows, Statement of Comprehensive Income (Loss),
Statement of Sharcholders” Equity and Motes to the Consolidated Financial
Statements have been prepared in accordance with Canadian GAAFP and are presented
in Canadian dollars unless specifically stated to the contrary.

2. CoMPANY OVERVIEW

Viterra 15 a vertically integrated Canadian agri-business engaged in a number of
distinct but interrelated businesses. Founded in 1924, the Company serves western
Canadian farmers and markets commodities and food products around the world.
Viterma 1s Canada’s leading agri-business, with extensive operations and distribution
capabilities across Western Canada as well as operations in the United States
(**U.5."), Japan and Singapore.

As a mujor participant in the value-added agri-food supply chain, Viterra's core
businesses are diversified among five segments: Agri-products sales and services,
Grain Handling and Marketing, Livestock Feed and Services, Agri-food Processing
and Financial Products. Geographically, Viterra's operations are diversified across
Western Canada, through the south central United States, Japan, and Singapore, with
plans to open an office in Geneva in April 2009, Viterra participates in fertilizer
manufacturing through its 34% ownership in Canadian Fertilizers Limited (“CFL™),
cat milling through Can-Oat Milling (“Can-Oat™) and malt processing through its
interest in Prairie Malt Limited. Viterra is also involved in other commodity-related
businesses through strategic alliances and supply agreements with domestic and
mternational grain traders and food processing companies, The Company markets
commodities directly 1o customers in more than 50 countries.

Viterra's shares trade on the Toronto Stock Exchange (“TSX") under the symbol
i e



3. SUMMARY AND ANALYSIS OF CONSOLIDATED RESULTS
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Consolidated sales and other operating revenues for the first quarter of fiscal 2009
increased 364.6 million to $1.4 billion (2008 - $1.3 billion), with sales increases
reported in the Agri-products, Agri-food Processing, Livestock Feed and Services,
and Financial Products segments,

EBITDA (consolidated earings before interest, taxes, amortization, gain {loss) on
disposal of assets, integration expenses) was a loss of $6.4 million for the quarter,
which included a fertilizer inventory writedown of $28.1 million. Excluding the
writedown, consolidated EBITDA was $21.7 million, a decrease of $59.6 million
compared o the same quarter of 2008, Slow fall fertilizer sales and lower fertilizer
margins, together with the impact of an anticipated decline in grain margins and
volumes were the main reasons for the quarter over quarter variance. Further
information on segment performance is described in Section 4 “Segment Results”,

Amortization for the three months ended January 31, 2009 was $26.2 million, in line
with the $25.5 million recorded in the same three-month period in 2008

Financing cxpenses were $9.3 million for the quarter. This is net of $3.4 million of
interest income and a §1.0 million Canadian Wheat Board (“CWB™) carrying charge
recovery. Financing expenses were $13.3 million in the same period of 2008, net of
$1.2 million of interest income and a $1.6 million CWB carrying charge recovery,
Adler adjusting for interest income and recoveries, financing expenses decreased by
$2.4 million to $13.7 million in 2009. This decrease is mainly due to decreased levels
af short-term borrowings and lower interest rates associated with the Company’s debt
facilities.



Viterra recorded a net corporate income tax recovery of $10.8 million in the three-
month period ended January 31, 2009, compared o a net corporate income tax
recovery of $3.3 million in the same period of 2008,

The effective tax rate for the first quarter was 24,7%, compared to -8.8% for the same
period last year. The current quarter effective tax rate differs from the Canadian
statutory rate of 31% due to a variety of factors including the change in future tax
rates applied to different tax assets and tax liabilities as well as the effect of foreign
income tax rates differing from Canadian income tax rates, Due to Viterra's loss
carry-forwards, current taxes largely reflect the current taxes of the Company’s
subsidiary operations and in the three-month period ended January 31, 2009 these
decreased by 85,6 million to $0.1 million,

Viterra's first quarter net loss was $33.0 million or $0.14 per share, which compares
to net eamings of $41.2 million or $0.20 per share in same three-month period of
2008.

3.1 SELECT QUARTERLY INFORMATION
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The Company’s eamings follow the seasonal pattern of prairic grain production.
Activity peaks in the spring as new crops are sown and in the fall as mature crops are
harvested. The volume of grain shipments are relatively stable through the quarters,
but can be influenced by destination customer demand, the CWB's export program,
and producers” marketing decisions which in tum are driven by commodity price
expectations, harvest pressures and cash flow requirements. The level of grain
receipts each quarter also depends on these factors,

Sales of Viterra's Agri-products peak in May through July, corresponding with the
growing season, supplemented by additional crop nutrient sales in the late fall, should
weather permit.  Although relatively steady throughout the year, sales in the
Livestock Feed and Services segment tends to peak during the winter months as feed
consumption increases. In the Agri-food Processing segment, camings are more fluid
with continuous demand for products throughout cach quarter. Financial Products
agency fees follow the related pattern of sales in the underlying activity in Agri-
products and Livestock Feed and Services segments,



4. SEGMENT RESULTS

4.1 GRAIN HANDLING AND MARKETING

in the Gram Handling and Marketing segment, Viterra actively buys grain and
oilseeds from farm customers throughout the year, Viterra tests the commodities for
quality and cleans, dries and blends them in preparation for shipping. Viterra eamns a
margin for these services. Volumes, quality and export demand are key drivers in this
business. Viterra markets open market grains and vilseeds directly to destination
customers and buys and sells CWB grains as an Agent and Accredited Exporter of the
CWEB.

Graién Handlimg and Marketimg Actual
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4.1.1 Industry Shipments

Shipments in any given fiscal vear are dependant upon production levels and camy-
out stocks from the prior year. Grain flows can fluctuate somewhat in the first quarter
depending on global demand, crop size, prices of competing commaodities, as well as
the factors noted in section 4.1, During the first quarter of 2009, these factors affected
the volumes available to the industry. In addition, year-over-year exports were down,
in part, due to the lack of feed barley exponts. Canadian feed barley exports were
nearly 1 million tonnes lower than 2008 figures. Competing regions such as the Black
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Sea and Australia have been aggressive sellers in the global feed barley markel. As a
result, industry shipments for the three months ended January 31, 2009 declined by
9.2% compared to the first quarter of 2008,

4.1.2  Viterra Shipments

Viterra's shipments for the quarter ended January 31, 2009 were 3.8 million tonnes.
This compares to 4.2 million tonnes for the comparable peried in 2008, Viterra
shipped 1.8 million tonnes of CWB grains during the quarter, on par with the
comparable period last year. Open market grain shipments decreased by 0.5 million
tonnes. Based on receipts, the split between CWB and open market grains for the
quarter was 53/47 compared to 48/52 for the first quarter of 2008,

For open market grains, last year's volumes included a number of feed barley
shipments that were executed based on contracts which were secured duning the
temporary de-regulation of the CWB barley program. As such, they were included as
open-market grains. This year, canola movement has been strong while pea expons
have been slower than last year, primarily due to timing. After being generally absent
from the export market in the first quarter, India has recently re-emerged as a major
importer of peas,

An mmportant measure of the Company’s performance in this segment is market
share, which is based on pnmary elevator receipts of the six major grains. Viterra’s
market share in the first guaner of 2009 was 44, 1% compared to 41.5% in 2008,

At port terminal position, industry receipts were up 2.9% gquarter-over-quarter, while
Vilerma's port terminal receipts declined by 14%. Viterra made a conscious decision
to temporary hold off on certain sales contracts as it assessed the impact of global
economic conditions on certain customers' ability to pay. Viterra has reviewed its
counterparty nsk and is comfortable no material 15sues exist at this time.

The higher proportion of CWB grains this vear also had an impact on the Company’s
port volumes as the CWB diverted a portion of Viterra originated prain to Alliance
Grain Terminal in Vancouver resulting in lost pipeline efficiencies, lower terminal
volumes and revenue,

Gross margin per lonne was $25.47 for the first quarter of 2009, in line with
management expectations. This compares to 327.86 per tonne in the same quarter a
vear ago. This decrease mainly reflects:

o lower terminal handling volumes;

o less merchandising and blending opportunities because of higher quality and
lower commodity prices;

o fewer opportunities o extract premiums from the market due to less volatility
amd lower commodity prices; and

o a higher percentage of CWB grains

11



Incremental earmings associated with the Company’s interest in Prince Rupert Grain
were $0.5 million for the first quarter of 2009 (contribution of $0.12 per tonne)
compared 1o 32.3 million (contribution of $0.56 per tonne) for the same period last
year, Volumes at the Prince Rupert terminal were down 46.9% from the same three-
month period last year, primarily reflecting slower CWB movement through that port,

The following table demonstrates comparable commodity prices vear-over-vear:
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OG&A expenses for the Grain Handling and Marketing segment increased by $5.5
millicn for the fiest quarter of 2009, relative to the comparable period of the prior
year. The increase primarily reflects additional wages, salaries and shori-term
incentive accruals associated with a new five-year collective bargaining agreement
with the Grain Services Union ("GSU™), as well as costs related to the Company's
employee share purchase plan, which was implemented in June 2008, Increased
expenses also reflect the addition of a new Intermational Grain division thet was
established in the latter part of 2008.

Lower grain handling volumes and margins, together with higher OG&A expenses,
resulted in EBITDA of $47.9 million for the first quarter of 2009, compared o $73.1
million in the same period last vear.

During the quarter, Viterra finalized its grain volume insurance program for the 2009
crop. The program provides up to $60 million in coverage for reductions in grain
production due to drought or other weather related events, Partial insurance payments
are receivable if grain production decreases by more than about 25% and a full pavout
15 available if production decreases by more than 40%,
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4.2 AGRI-PRODUCTS

Agrl-products Actual
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Viterra currently operates 253 ag-retail facilities located across Western Canada and
holds a 34% investment in CFL, a nitrogen fertilizer manufacturing plant in Medicine
Hat, Alberta. The Company is entitled to receive 34% of approximately 1.5 million
tonnes of merchantable product, split equally between granular urea and anhydrous
ammonia [“NH;™).

Retail sales of agri-products are seasonal and correlate directly to the life cycle of the
crop. Historically, the Company averages only 9% of its agri-products sales during
the first quarter of the fiscal year and receives pre-purchase payments from customers
for the spring agn-products. This vear, fall sales were slow due to decisions to hold
off on fertilizer purchases in anticipation of falling prices.

During the quarter, producers also evaluate the performance of their seed from the
previous harvest and the condition of their soil in order to determine what crops they
intend to plant in the spring. Seed bookings, prepayments and discussions with
customers across Western Canada indicate that the upcoming seeded acreage will
likely be similar to the 2008 crop. Viterra retail customer prepayments totaled $242.2
million at Januwary 31, 2009, which compares to $276.9 million at the same time the
Previous vear.

Sales and other operating revenues for the Agri-products segment duning the first
guarter were up from the prior year, increasing by $20.2 million to $186.2 million
compared to 5166.0 million for the same three-month penod of 2008,

Average pricing across all major fertilizer nutrients were up approximately 31% from
the same three-month period of 2008 and was the primary reason for the §14.3
million fertilizer sales increase during the quarter. Fertilizer volumes were down
approximately 15.7% quarter-over-quarter. Given volatile and declining fertilizer
prices, Viterra believes many producers chose to defer their fall fertilizer purchases
inio spring.
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Seed sales during the [irst quarter were $1.9 million, an increase of 31.1 million over
the S0.8 million reported in the three months ended January 31, 2008, Sales increases

reflect higher forage sales as well as increased demand for cancla and wheat seed
vanetics.

Sales of the Company’s crop protection products increased 51,1 million in the frst
quarter to $3.0 million. The increase is due mainly to timing, Producers purchased
glyphosates and dicots (weed control products) earlier than in previous years because
of uncertainty of world supplies of these products.

Equipment sales and other revenue increased by 33.7 mullion to 511.6 million. The
increase for the first quarter of 2009 reflects stronger storage bin sales, an indication
of the record 2048 harvest as well as grower decisions to store more grain on-farm in
the first quarter. Higher equipment sales were partially offset by lower custom
applications and NHs-related services revenue due to reduced fertilizer demand.

The segment had a gross margin loss of $38.6 million for the first quarter of 2009,
compared to gross margin of 347.1 million for the comparable period of the prior
year, which includes an inventory writedown of $28.1 million on the Company’s
fertilizer inventory as at January 31, 2009. In accordance with GAAP, management
estimates the value of its inventory each period at the lower of cost and net realizable
value, Gross margin in 2009 also included a $3.2 million realized loss and a §3.5
million marked-to-market unrealized loss on the Company’s natural gas hedging
program (as part of the Company’s nsk management process, il manages ils exposure
to natural gas costs incurred in the manufacture of nitrogen fertilizer through its
ownership of CFL), a reflection of lower natural gas prices during the period.
Excluding the inventory writedown and hedging loss, the net decrease in pross
margin compared to the same quarter of 2008 was $20.9 million, The decrease in
fertilizer volumes and lower fertilizer margins were the primary reasons for the
varance. In addition, last year’s first quarter results included price appreciation that
was realized on lower cost fertilizer.

OG&A expenses increased by $5.7 million for the first quarter of 2000 to $34.6
million. Incremental expenses for wages and salaries related to the Company’s new
five-year collective barpaining agreement as well as costs associated with the new
employee share purchase plan, which was implemented in June 2008, were the
primary reasons [or the increase.

The EBITDA loss for the quarnter was $43.2 million compared to EBITDA of £18.2
million in the first quarter of 2008, [t is imporiant to note that it is not unusoal for this
sgpment 1o record a loss in the first quanter, particularly when fall applications do not
materialize.
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4.3  AGRI-FOOD PROCESSING

Agri-food Processing Actunl
Thres Monihs
i Bhoesinds - encend permeEges and marging ] endad January 31,
2009 200k
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ERIT 3 e _F 15
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Sales and other operating revereses 1 48441 . 43,175
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Mergin per bonre % 450 % 2726

Viterra’s significant mterests i Agri-food Processing include its Can-Oat division,
one of the world's largest industrial oat millers, with plants in Portage la Prairie,
Manitoba, Martensville, Saskatchewan, and Barrhead, Alberta, and a 42.4% interest
in Prairie Malt Limited, a single-site malting plant located at Biggar, Saskatchewan,

Can-Oat is an established market leader in industrial oat supply and the supplier of
choice for many North American food manufacturers.  For the oat milling business,
vield is a significant factor in profitability. In an average year, it takes 1.6 tonnes of
raw oats to produce one tonne of oat ingredients. The quality of raw oats has the
largest impact on yield. Oals are priced in UL.S. dollars and the world feed grain
market predominantly drives prices. As a result, foreign exchange rates can impact
marging and Can-Oat emplovs currency hedging practices to protect margins. The
price of finished goods moves up and down with the price of oats.

In Viterra's malt business, reliable quality 15 a key factor in maintuining sales
relationships with international customers. Only high-guality malt barley is selected
for the malting process so crop quality can affect supply and increase production
costs, For Prairic Malt, energy consumption, labour and yield maximization (the
amount of malt produced from a tonne of barley) are key production drivers. Natural
gas is also a key factor in production; thus pas prices can affect margins. Since sales
are priced in LULS. dollars, Prairnie Malt reduces the impact of foreign cumency
fluctuations by enpaging in currency hedping activilies.

Sales in the Agri-food Processing segment for the quarter were $48.4 million, up $5.3
million from the comparable period of 2008, The increase reflects higher average
sales prices duning the quarter for both oats and malt, offset partially by lower sales
volumes. The decline in volumes reflects slower export sales o South America and
the U.5., partly due to timing issues. As well Australia harvested a large good quality
oal crop in 2008 which has increased the world's oat supplv and increased
competitiveness,
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Gross margin in the lirst quarter of 2009 increased by $2.2 million to $4.5 million
compared to the same three-month period of 2008, Marked-to-market adjustments for
loreign exchange and commodity prices resulted in the recognition of a $2.0 million
gain in Can-Oat’s gross margin during the quarter, which compares to a nepative
adjustment of $5.3 million recorded in the same three-month period of 2008, The $2.0
million gain in Can-Oat’s gross margin was offsct by a $2.5 million foreign exchange
loss that Prairie Malt recorded duning the quarter.

Excluding the above adjustments, operating marging otherwise decreased by $2.6
million compared to the same three-month period of 2008. The lower operating
margins reflect reduced volumes and a lower proportion of higher valued finished
products such as oat bran in the sales mix, offset partially by improved yields at Can-
Oat. Can-Oat’s yield factor for the first quarter of 2009 was 1.597, compared to 1,606
in the same quarter of 2008. This reflects a 0.6% reduction in the amount of raw oats
used in its production.

OG&A expenses were up 30.4 million in the first quarter of 2009, compared to the
same three-month period of 2008 due to higher expenses at Can-Oat.

Segment EBITDA was $2.5 mallion for the first quarter, up $1.8 million from the
same period last year, Excluding the above-noted adjustments, EBITDA decreased by
3.0 million.

4.4 LIVESTOCK FEED AND SERVICES

Livestock Foeed amd Sarvices
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This segment formulates and manufactures feed and feed ingredients for swine, dairy
and beel cattle, poultry and other specialty feeds from six feed mills and three pre-
mix facilities across Western Canada and at six feed mill locations in Texas, New
Mexico and Oklahoma in the U.S, The key driver in the profitability of feed
manufactuning is volume, since feed sales prices typically Muctuate in response to the
underlving cost of ingredients. Margins remain relatively consistent vear-over-vear,
with average annualized margins of about £41 10 $43 per tonne. However, there can
be some seasonal vanability in the U8, market, with lower margins generated in the
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spring when the sales product mix shifts to lower margin products simed at
commercial feedlots.

Feed sales of $193.7 million for the three months ended January 31, 2009 compared
with feed sales of $119.2 million in the comparable period of 2008, The increase is
primanly due to the Company's acquisition of Sunrise Feeds LLC, a US.
manufacturer and retailer of beef, horse and other animal [eed and pasture
supplements, V-5 Feed and Agri-Supplies Lid. in Alberta, and Gore Bros., Inc. and
Gore's Trucking, Inc. These transactions were completed during the second quarter of
2008, therefore last year’s first quarter results did not include these acquisitions.

Gross profit on feed for the quarter was £28.4 million ($50.62 per tonne) compared o
519.0 million ($42.89 per tonne) in the prior comparable period of 2008, Higher
gross profit in the most recent three-month period 15 primanly a result of more U.5.
sales {a result of the acquisitions mentioned above) and a weaker Canadian dollar.

OG&A expenses for the quarter were $19.2 million, $6.5 million higher than the first
quarter of 2008 reflecting the addition of costs associated with the acquisitions
described above,

EBITDA for the quarter was $9.2 million, compared o EBITDA of $5.3 million for
the same comparable period of the prior vear.

4.5 FIMANCIAL PRODUCTS

Fimancial Products Actuad
Thres Months
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Through both Viterra Financial™ and Unifead Financial®, the Company acts as an
agent of a Canadian Schedule | chartered bank. Viterra Financial extends unsecured
trade credit at competitive rates o the Company's Agri-products cusiomers, Unifeed
Financial offers secured loans to customers o pnmarily purchase [eeder cattle and a
small number of feeder hogs, as well as related feed inputs, with terms that do not
require payment until the livestock s sold. The Company directly manages the
customer relationship and receives a fee for performing front-end credit reviews and
management services. In addition to these credit programs, this segment also offers
other ancillary financial and risk management products to producers as well as a new
carbon credit program in Alberta in which Viterra purchases and aggregates carbon
offset credits from producers that use reduced or no-till farming practices {that reduce
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greenhouse gas emissions). Viterra has a long-term agreement to supply these carbon
offset credits to ENMAX Energy Corporation.

The profitability of this segment relates to the level, duration and quality of credit in a
given period, which, in tum, is influenced by crop input and feed prices, farm income
levels and interest rates,

Gross profit of $3.7 million in Financial Products relates to fees generated by Viterra
Financial and Unifeed Financial during the quarter. This compares to gross profit of
$2.1 million for the same period last year, The increase reflects a larger loan portfolio
value in 2004,

OG&EA expenses of 51.6 million increased by $0.6 million in the first quarter of 2009
compared to the same period of 2008 and is due to additonal wages and benefits
incurred to support the new carbon credit program and business development
initiatives,

EBITDA was $2.1 million in the first quarter of 2009 compared o EBITDA of $1.1
million for the same three-month period of 2008,

4.6 CORPORATE EXPENSES

Carparnie Expesnses Actual
Three Months
(an Srousandy) ended Januwary 21,
2009 20118
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Corporate expenses of 525.0 million in 2009 (2008 - $17.1 million) primanly reflect
an increase to the directors’ compensation program, the impact of a higher share price
on the costs related to the Company’s long-term incentive plan, additional external
consulting expenses and increased program funding for the Western Farm Leadership
Council.  In addition, wages, salaries, and short-term incentive accruals have
increased to reflect the Company's new five-year collective bargaining agreement,
together with costs associated with its employee share purchase plan, which was
implemented in June 2008. Corporate synergies of approximately 54.0 million were
reflected in both three-month periods.
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5. OQuUTLOOK

In addition to other sections of the Company 's repori, this section containy forward-
looking informatien and actual cutcomes may differ materially from those expressed
or implied therein, For more information, please see¢  “Forward-Looking
Information™ on page 29 of this report.

The December 4, 2008 Statistics Canada final production estimate revealed that
western Canadian producers harvested a record 12.5 million tonnes of canola and a
record 3.6 million tonnes of dry peas. Production of the six major crops is up over
25% from last vear to a record 57.7 million tonnes. Based on yield reports, there is
the potential for the crop to be even larger than estimated by Statistics Canada. The
record crop, coupled with a lackluster export program in the first quarter of 2009 has
resulted in increased on-farm stocks. Statistics Canada estimales on-farm stocks as at
December 31, 2008 are 100 million tonnes higher than last vear. According to the
Canadian Grain Commission, Canadian grain exports for the first five months of the
crop year { August to December) were down almost 870,000 tonnes.

While the overall CWB export program for all wheat, durum and malt barley is on par
with the levels experienced last year, Canadian feed barley exports have lagged last
vear as previously noted. Pea exports were slow in the first quarter but have since
picked up and, as a result, are expected to be only slightly lower than 2008 levels.
Canola exports are on a record pace, up approximately 25% from last vear.

Going forward, fiscal 2009 industry receipts are projected to be 32 to 33 million
tonnes for the six major grains, up approximately 1 million tonnes from last year.
This would not include any additional CWB movement that may occur if market
conditions remain favourable. Depending on final shipments, the record production of
2008 may not necessarily translate into proportionately higher grain handling
volumes in f1scal 2009, Management expects an increase of carryv-oul stocks into the
following crop vear, which should supplement future grain handling volumes in years
where production may be below or on average.

Record farm incomes in 2008 and relatively strong grain and oilseed prices are
positive indicators for the Agni-product segment for 2009, Even though there is some
uncertainty among growers about which crops to grow, given the volatility of world
commodity prices, producers appear o be cautiously optimistic. The cxpectation is
that cancla acreage will remain at least consistent with 2008 record levels. Industry
participants project canola acreage for 2009 to range from 14.2 million to 14.7
million. This would be positive for the Agri-products segment given a large portion of
its propriefary seed vaneties are canola,

Soil nutrient levels have been depleted aver the last number of years and the record
production of the 2008 crop only contributed further to this depletion. Demand for
fertilizer is expected to be very strong in the spring. Replenishing soil nutrient levels
is important to maximizing yields, This, along with the fact that nitrogen prices have
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started to recover, has resulled in fertilizer volumes picking up in the latter part of the
quarter.

Contributions from Viterra's oat processing operations are expected to remain similar
to last year's performance as demand for whole grain, nutritional food mgredients
remains strong. With the economic challenges facing North America, management is
anticipating an increase in demand for private label/store brand ready-to-eat cereals
and economical whole grain convenience foods like granola and meal replacement
bars. Oat supplies from the 2008 harvest are adequate and the quality for milling
purposes is generally average to very good, which should support efficient production
yields, Growth of premium products has slowed and is expected to be stagnant due to
current global economic conditions.

In the Canadian livestock sector, the decline in feed ingredient costs and the softening
of the Canadian dollar are expected to be positive for feed manufacturers in fiscal
2009. Demand from the dairy and poultry sectors is anticipated to remain steady. The
Canadian hog industry is recovering and as such, demand is still sofi.

In the United States, the poor economic situation is expected to reduce demand for
meat and dairy products in the near term. Livestock producers are focused on
managing input costs, putting pressare on feed manufacturers to produce lower cost
feed rations. Given these supply/demand fundamentals, management anticipates some
margin pressures within its US. operanons in 2009, To date, the weak Canadian
dollar has somewhat offset the impact on resulls.

6. LigQuiDITY AMD CAPITAL RESOURCES

6.1 Cash Flow Information
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For the three months ended January 31, 2009, cash flow used in operations decreased
bv 5729 million {or 3034 per sharel. Lower cash flow in 2009 rellects lower
EBITDA, partly offset by lower integration and cash financing costs incurred by the
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Company during the most current period. Lower current income taxes reflect the
lower income levels for the current three-month period.

Cach Flow Provided by (Used in) Dparating Activities Actuad
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Free cash flow is measured by cash flow provided by operations less capital
expenditures and does not reflect changes in non-cash working capital {see Non-
GAAF Financial Measures in Section 9). For the three months ended January 31,
2009, free cash flow decreased by $81.0 million from the comparable period of the
prior year. The decrease reflects lower cash flow provided by operations and higher
capital expenditures during the most recent quarter.

6.2 Investing Activities

Capital expenditures for the three months ended January 31, 2009 were $14.7 million.
This compares to $6.6 million for the comparable period of the prior year. Capital
expenditures in 2009 reflect a number of capital improvements and upgrades
undertaken in the ordinary course of business.

On an annualized basis, Viterra expects consolidated capital expenditures of
approximately 580 million, which will be funded by cash fow provided by
operatiomns.

6.3  Non-cash Working Capital
Mon-cash Working Capstal
As ot January 31
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Invenlories al the end of January 31, 2009 were $47.9 million lower than at January
31, 2008, Grain inventories decreased by 5203.3 mallion, partially offset by higher
Agri-products inventories, which increased by 31329 million due to increased
tertilizer inventories, equipment, seed, and crop protection products. The remaining
variance i due mainly to higher Livestock Feed and Services and Agri-food
Processing inventories,

Accounts receivable at the end of January 31, 2009 were $48,1 million lower than at
January 31, 2008, reflecting lower commeodity prices.

Prepaid expenses and deposits increased by $31.9 million, mainly due to higher pre-
pavments to suppliers.

6.4 Financing Activities
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The Company’s total funded debt, net of cash and short-lerm investments, of $§36.9
million at January 31, 2009, improved by $861.9 million from the same quarter of the
prior year due 0 a decrease in shori-term borrowings of $611.7 million and an
increase of $065.6 million in cash and short-term investments, offset by an increase in
long-tenm debt, including the current portion, of $403.8 million.

Long-term debt, imcluding the current portion, was $707.8 million at January 31,
2009, up $403.8 million from the $304.0 million reported at the same time last vear.
The increase is attributable to a 3400 million, five-year term credit facility (“Term
Credit Facility™) that was issued on May 15, 2008. The Company bormowed 3300
million of the facility in May 2008 and used $232 million of the proceeds o fully
repay outstanding amounts on a bradge facility. The remaiming 3100 million was
drawn by the Company in the most recent quarter. The net proceeds, afier repaymenis
of the bridee facility, are expected to be used for gencral corporate purposes,
cheding the funding of future acquisitions, with minimum mandatory principal
repavments of 4% per annum,

The Company has entered into a senes of interest rate swaps o convert the
Company’'s floating rate exposure on the $400 million drawn on the Term Credit
Facility described above to a fixed interest rate obligation. As a result of the swap, the
hedged fixed rate, based upon Viterra's current credit ratings, i3 at approximately
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3.3% on Canadian dollar borrowings and spproximately 6.1% on U.S. dollar
borrowings.

Short-term borrowings decreased $611.7 million to $19.3 million as at January 31,
2009, compared to $631.0 million reported in the prior year. The lower shorl-term
borrowings over last year reflect the refinancing of the bridge facility with long-term
debt, free cash flow provided by operations as well as lower non-cash working capital
requirements. At January 31, 2009, the Company had $642.9 million available under
the revolving credit facility.

The increase in cash and short-term investments is primarily attributable o a common
share offering that was completed by the Company in May 2008 and the net proceeds
of the Term Credit Facility {after repayment of the bridge loan).

The following table summarnzes all material credit facilities of the Company, not
including member loans and joint ventures, as at January 31, 2009:
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Shori-term debt i3 used at various times during the year to finance operating
requirements, which primarily consist of grain and agri-products inventory purchases
and [inancing of accounts receivable from the CWB and other trade accounts.

Typically, the revalving credit lines are used to purchase inventorics in the months
prior to the agri-product spring selling season and reflect the significant seasonal
variations in that business segment. The Company's leverage matio will typically
decline 1o its lowest quarterly level at July 31 (third fiscal quarter), representing the
Company's core non-seasonal level of working capital. The level of shon-term debt
can also fluctuate as a result of changes in underlving commodity prices and the
timing of grain purchases.

Managemeni believes that cash flow from operations and its access o undrawn credit
facilities will provide Viterra with sufficient [inancial resources to fund its working
capital requirements, planned capital expenditure programs, amd debt servicing
requirements, This belief is predicated upon the Company’s expectations of future
commodity and crop imput prices, and the expected turnover of mventory amd
accounts receivable components of working capital. (See Forward-Looking
Information on page 29 of this report).
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6.5 Debt Ratings
The following table summarizes the Company's current credit ratings:
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6.6 Contractual Obligations

The following table summanzes the Company's outstanding contractual obligations
ag at January 31, 2004:
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6.7 Off-Balance Sheet Arrangements
6.7.1 Pension Plans

The Company, excluding its subsidiaries and affiliates, contributes to several delined
contribution plans, incleding four multi-employer plans. The Company’s total
contribution expense, including the subsidiaries” and proportionate share of joint
ventures’ defined contribution plans for the three-month peniod ended January 31,
2009 was 2.7 million (2008 - $2.0 million).

With regard 1o the Companys defined benefit plans, management currently estimates
quarterly pavments of $3.6 million in 2009, (2008 - 51.5 million) to fund solvency
deficiencies in accordance with actuanally determined amounts based on federal
pension regulations. The estimated increase in payments is primarily the result of a
reduction in the fair value of plan assets, reflecting the current downturn in [inancial
markets. Funding requirements may increase or decrease depending wpon future
actuarial valuations. The Company’s projection is based on funding the increase in
plan deficits over a five-year period and these payments may change in the future to
reflect formal valuations as at December 31, 2008, which are required to be filed with
the regulatory authority by June 30, 2009,
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6.7.2 Viterra Financial and Unifeed Financial

Viterra Financial provides grain and oilseeds producers with unsecured working
capital financing, through a Canadian Schedule 1 chartered bank, to purchase the
Company's fertilizer, crop protection products, seed and equipment. Outstanding
credit was 5293.1 million at January 31, 2009, compared to $224.7 million at January
31, 2008, Approximately 9% of the current outstanding credit relates to Viterra
Financial's highest credit rating categonies. The Company indemnifies the bank for
50% of future losses under Viterra Financial to a maximum limit of 5% of the
aggregate qualified portfolio balance, The Company's aggregate indemnity will vary
at any given time with the size of the underlying portfolio. As at January 31, 2009,
Viterra has provided 33.6 million for actual and future expected losses.

Umfeed Financial provides livestock producers with secured working capital
financing through a Canadian Schedule | chartered bank to purchase feeder cattle,
feeder hogs and related feed inputs under terms that do not require payment until the
livestock are sold. The customer base for Unifeed Financial tends to be smaller with
individually larger average credit balances than Viterra Financial. Unifeed Financial
approved 597.0 million (January 31, 2008 — $102.3 million) in credit applications of
which customers had drawn $39.7 million at January 31, 2009 (January 31, 2008 -
$36.4 million). The Company has indemnified the bank for aggregate credit losses of
up to $6.5 million based on the first 20% to 33% of new credit issued on an individual
account ps well as for credit losses, shared on an equal basis, of up to 5% of the
agpregate qualified portfolio balance. The Company’s apgrepate indemnity will vary
at any given time with the credit mting of underlying accounts and the aggregate
credit outstanding. As at January 31, 2009, the Company had provided about $0.6
million for actual and expected future losses,

6.8 Outstanding Share Data

The market capitalization of the Company’s 237 million issued and outstanding
shares at March 10, 2009 was 52.2 billion or 39.30. The issued and outstanding
shares at March 10, 2009, together with securitics convertible into common shares are
summarized in the following table:
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7. OTHER MATTERS
7.1  Accounting Policy Changes
7.1.1 Inventories

As described in Note 2 of the Consolidated Financial Statements, effective November
1, 2008, the Company adopted the Canadian Institute of Chartered Accountants
("CICA™) Handbook Section 3031, Inventories. Grain inventories include both
hedgeable and non-hedgeable commodities, Hedgeable and non-hedgeable grain
inventories are valued on the basis of closing market quotations less freight and
handling costs. Agri-products, feed, and other inventories consist of raw materials,
work in progress and finished goods, and are valued at the lower of cost and net
realizable value, the former is determined on a first-in, first-out basis.

7.1.2 Goodwill and Intangible Assets

Effective November 1, 2008, the Company adopted the CICA Handbook Section
3064, Goodwill and Intangibles. This adoption had no material impact to the
Company.

7.1.3 International Financial Reporting Standards

In February 2008, the Accounting Standards Board (“AcSB™) announced that 2011 1s
the changeover date for publicly accountable enterprises to replace Canadian GAAP
with Intemational Financial Reporting Standards (“IFRS™). The date relates to interim
and annual financial statements for fiscal years beginning on or after January 1, 2011
which will be applicable for Viterra's first quarter of fiscal 2012, The Company will
also be required 0 provide IFRS comparative information [or the previous fiscal
perod.

The Company has undertaken a project to assess the polential impacts of its transition
to [FRS. A detailed project plan has been developed and working teams formed to
ensure compliance with the new standards. A Steering Commitiee of senior
individuals from Finance, Treasury, Lepal, Investor Relations and Information
Technology has been established to monitor progress and review and approve
recommendations from the working teams. Quarterly IFRS updates are provided o
the Audit Committee,

The Company has recently completed the Initial Assessment phase of its project plan
and has moved to the Detailed Assessment phase. Key segments of this phase that
are currently i progress include training of individuals throughout the Company and
the detailed determination of accounting policy and disclosure changes that will be
required upon ransition o [FRS,
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7.2 Critical Accounting Estimates

AL January 31, 2009, the Company had consolidated loss carry-forwards of $184.7
million {January 31, 2008 - 32433 million) including $25.0 million of losses from
inactive subsidiaries of which the company has less than 100% interest. These loss
carry-forwards are available to reduce taxes otherwise payable in future years and
expire between October 2009 and 2027, The Company has recorded a comresponding
future tax asset of $49.4 million, net of a $6.8 million valuation allowance related ta
the loss carry-forwards of the inactive subsidiaries.

Included in the Company’s loss carry-forwards is a loss for tax purposes related o the
lirst quarter of 2009 of $77.1 million. The Company expects this first quarter tax loss
to be fully utilized against income generated during the remainder of fiscal 2009,

B. INTEGRATIONM

On May 29, 2007, the Company acquired effective control of Agricore United, As of
January 31, 2009, the integration of the two companies was complete, The Company
achieved a total of $121 million in synergies related to the acquisition, This represents
both a full run rate of synergies achieved through the acquisition and the final report
tr sharehalders on these numbsers.,

These resulis are further described in the table below:

January 31, 2009

Sogment Actual Synergies
Graan Handling and Marketing £67.4 Millfion
Agri-products £27.3 Million
Corporale Servioes §26.3 Million
$121.0 Million

9. Nomn-GAAP FinanciaL MEASURES

EBITDA (eamings before interest, taxes, amortization, gain (loss) on disposal of
assets, integration expenses) and EBIT (earnings before interest, taxes, gain (loss) on
disposal of assets, integration expenses) are non-GAAFP measures. Those ilems
excluded in the determination of EBITDA and EBIT represent items that arc non-cash
in nature, income taxes, financing charges or are otherwise not considered to be in the
ordinary course ol business. These measures are intended to provide further insight
with respect to Viterra’s financial resulls and to supplement its information on
earnings {losses) as determined in accordance with GAAP.

EBITDA s used by management to assess the cash generated by operations and EBIT
i a4 measure of eamings from operations prior to financing costs and taxes. Both
measures also provide important management information concemning business
segment performance since the Company does not allocate inancing charges, income
taxes or other excluded items to these individual segmenits.
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Funded debt, net of cash and cash equivalents, is provided to assist investors and 1s
used by management in assessing the Company’s liquidity position and to monitor
how much debt the Company has after taking into account its lquid assets, such as
cash and cash equivalents. Such measures should not be used in isolation of, or as a
substitute for, current lisbilities, shori-term debt, or long-term debt as a measure of
the Company's indebtedness.

Cash flow provided by operations is the cash from (or used in) operating activities,
excluding non-cash working capital changes. Viterra uses cash flow provided by
operations and cash flow provided by operations per share as a financial measure for
the evaluation of liquidity. Management believes that excluding the seasonal swings
of non-cash working capital assists management’s evaluation of long-term liquidity.

Free cash flow is cash flow provided by operations {prior to any changes in non-cash
working capital) net of capital expenditures, excluding business acquisitions. Free
cash flow is used by management to assess liquidity and financial strength. This
measurement 18 also useful as an indicator of the Company's ability to service its
debt, meet other payvment obligations and make strategic investments. Readers
should be aware that free cash flow does not represent residual cash flow available for
discretionary cxpenditures,

These non-GAAP measures should not be considered in isolation from, or as a
substitute for, GAAP measures such as (i) net camnings (loss), as an indicator of the
Company's profitability and operating pertormance or (ii) cash flow from or used in
operations, as a measure of the Company's ability to generate cash. Such measures do
not have any standardized meamngs prescribed by Canadian GAAP and are,
therefore, unlikely to be comparsble to similar measures presented by other
COrporations.
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Reconciliations of each of these terms are provided in the table below,
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10. ForwarD-LooKING INFORMATION

Certain statements in this Management’s Discussion and Analysis are forward-
looking statements and reflect Viterra's expectations regarding future results of
operations, financial condition and achievements. All statements that address
activitics, events or developments that Viterra or s management cxpects or
anticipates will or may occur in the future, including such things as growth of ils
business and operations, competitive strengths, strategic initiatives, planned capital
expendilures, plans and references 1o future operations and results, critical accounting
estimates and expectations regarding futare capital resources and liquidity of the
Company and such matters, are forward-looking statements. In addition, the words
“believes”, “intends™, “anticipates”, “expects”, “estimates”, “plans”, “likely”, “will”,
“mav”, “could”, "should”, “would”, “outlook”, *“forecast™, “objective”, “continue™ (or
the nepative thereof) and words of similar import may indicate forward-looking
statements, Such forward-looking statements involve known and unknown risks,
uncertainties and other factors that may cause the actual results, performance amd
achievements of Viterra to be materally different from any future results,
performance and achievements expressed or implied by those forward-looking
statements, A number of factors could cause actual results o differ materially from
expectations including, but not limited to, those factors discussed under the heading
“Risk Factors™ in Viterra’s 2008 Annual Information Form and in the Company's
2008 Management's Discussion and Analysis under the heading “Risks and Risk
Management™; adverse weather conditions; political and economic risks; changes in
domestic regulation; commodity price and market risks; employee relations and
collective bargaining; foreign exchange risk; availability of credit and credit costs;
dependence on key personnel; environmental, health and safety nisks; property and
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hability risks; food and agrnicultural products nsks; diseases and other livestock
industry risks; credit nsk; and reliance on computerized business systems. The
uncertainties and other factors include, but are not limited o, crop production and
crop quality in Western Canada; world agricultural commodity prices and markets;
producers’ decisions regarding total seeded acreage, crop selection and wtilization
levels of farm inpuls such as fertilizer and pesticides, changes in the grain handling
and agri-products competitive environments, including pricing pressures; Canadian
grain export levels; changes in government policy and transportation deregulation;
ternational trade matters; global political and economic conditions, incleding gramm
subsidy actions and tanfls of the United States and the European Union; current
global financial crnises and changes in credit markets and competitive developments in
connechion with Viterma's gmin handling, agri-products, agri-food processing,
financial products and livestock, feed and services businesses. Many of these risks,
uncertainties and other factors are beyond the control of the Company. All of the
forward-looking statements made in this Management’s Discussion and Analysis and
the documents incorporated herein by reference are qualified by these cautionary
statements and the other cautionary statcments and factors contained herein or in
documents incorporated by reference herein, and there can be no assurance that the
actunl developments or results anticipated by the Company and its management will
be realized or, even if substantially realized, that they will have the expected
consequences for, or effects on, the Company.

Although Viterra believes the assumptions inherent in forward-looking statements are
reasonable, undue reliance should not be placed on these statements, which only
apply as of the date of this Management’s Discussion and Analysis. In addition to
other assumptions identified in this Management’s Discussion and Analysis,
assumptions have been made regarding, among other things:

* western Canadian crop production and quality in 2008 and subsequent crop

VEArs;

the volume and quality of grain held on farm by producer customers:

movement and sales of Board grains by the Canadian Wheat Board;

demand for and supply of open market grains;

the ability 1o maintain existing customer contracts and relationships;

agricultural commodity prices;

general tinancial conditions for western Canadian agricultural producers;

demand for seed grain, fertilizer, chemicals and other agri-products;

market share of grain deliveries and agri-product sales that will be achieved

by Viterra;

o extent of customer defaults in connection with credit provided by Viterma, its
subsidiaries or a Canadian chartered bank in connection with agri-product
purchases;

= ability of the railways to ship grain to port facilities for export without labour
or other service disruptions;

o demand for oat and malt barley products and the market share of sales of these
products that will be achieved by Viterra's subsidiaries;

¢ the availability of feed ingredients for livestock and poultry;



the impact of competition;

environmental and reclamation costs;

the ability to obtain and maintain existing Gnancing on acceptable terms; and
currency, exchange amd interest rates.

The preceding list is not exhaustive of all possible factors. All factors should be
considered carcfully when making decisions with respect to Viterra and undue
reliance should not be placed on Viterra’s forward-looking information.

Viterra disclaims any intention or obligation to update or revise any forward-looking
statements, whether as a resull of new information, future developments or otherwise,
except as otherwise required by applicable law,

11. ANNUAL MANAGEMENT'S DISCUSSION AND AMALYSIS

This Management's Discussion and Analysis relating to the first quarier ended
January 31, 2009, should be read in conmjunction with Viterra's Management's
Discussion and Analysis for its year ended October 31, 2008, Additional information
refating to Viterma, including the most recent Annual Information Form filed by the
Company, is available on SEDAR at wwwsedarcom and Viterra's website,
WWW.VIlETTa, Ca,

-,FE?W % st QA’M! r.% ;

Mavo Schmidl Rex McLenman
President and Chiel Exacutive Oficar Chief Fingncial Offices
March 11, 2009
Viterra Ing,
2625 Victora Avenue
Fegina, Saskalchewan 54T 719
hitlp:fhwnanar viterra.ca
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YITERRA

COMNSOLIDATED STATEMENTS OF CASH FLOWS
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ITERRA

NoTES To THE CONSOLIDATED FINANCIAL STATEMENTS
January 31, 200% {unaudited) - in thousands of Canadian dollars, except as noted

MATURE OF BUSINESS

Viterra Inc. (the “Company™) i5 a publicly traded, vertically integrated Canadian agri-
business. Business operations include five reporting segments: Grain Handling and Marketing,
Agri-products, Agri-food Processing, Livestock Feed and Services, and Financial Products.

The Grain Handling and Marketing segment includes approximately 100 prain elevator
locations, including two producer owned joint venture grain facilities and 10 processing plants
strategically located in the prime agriculteral growing regions of Western Canada, and two
processing plants in the United States of America (*U.5."). This segment also includes five
wholly owned port terminal facilities located in Vancouver, British Columbia and Thunder
Bay, Ontario, and an ownership interest in an export facility in Prince Ruperl, British
Columbia. Activity in this segment consists of the collection of grain through the Company’s
primary elevator system, shipping to inland or port terminals, cleaning of grain 1o meet
regulatory specifications, and sales to domestic or export markets. Eamings in the Grain
Handling and Markeling segment are volume driven and are derived primarily from tariffs
charged to producers for elevation and cleaning of Canadian Wheat Board ("CWRB™) grains
and from the sales of open market grains. Revenue is also derived through grain handling,
blending, drying, storage and other ancillary services, as well as the sale of byproducts.

The Agri-products segment includes an ownership interest in a fertilizer manufacturer, a
fertilizer distnbutor and a retail network of approximately 250 locations throughout Western
Canada. Agn-products sales lines inclede fertilizer, crop protection products, seed and seed
treatments, and equipment.

The Agri-food Processing segment includes the manufacture and marketing of value-added
products associated with oats and malt barley for domestic and export markets.

The Livestock Feed and Services segment formulates and manufactures feed products at six
feed mills and three pre-mix facilities across Western Canada and at six feed mill locations in
Texas, Mew Mexico and Oklaboma in the 15,

The Financial Products segment acts as an agent for a Canadian Schedule I chartered bank and
provides unsecured trade credit to agricubliural customers and secured loans o hvestock
producers,

Weather conditions are the primary risk in the agri-business industry. Grain volumes, grain
quality, the volume and mix of crop inputs sold and ultimately, the financial performance of
the Company, are highly dependent upon weather conditions throughout the crop production

cyele.

The Company’'s earnings follow the seasonal pattern of Prairie graim production.  Activity
peaks in the spring as new crops are sown and in the fall as mature crops are harvested. The
vilume of grain shipments are relatively stable through the quarters, but can be influenced by
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NoTEes To THE CONSOLIDATED FINANCIAL STATEMENTS
January 31, 2009 {unaudited) - in thousands of Canadian dollars, except as noted

destimation customer demand, the CWB export program, and producers” marketing decisions.
Sales of the Company’s agri-products peak in May through Tuly, corresponding with the
growing season, supplemented by additional crop nutrient sales in the late fall. Although
relatively steady throughout the vear, sales in the Livestock Feed and Services segment lend
to peak during the winter months as feed consumption increases, In the Agri-food Processing
business, camings are more fluid with continuous demand for products throughout cach
quarter. Financial Products’ agency fees follow the related pattern of sales of the underlying
activity in the Agri-products and Livestock Feed and Services scgments.

AccounNTING POLICIES

These interim unaudited consolidated financial statements are based on accounting principles
consistent with those wsed and described in the October 31, 2008 annual consolidated
financial statements, except as described below, The Company’s accounting policies are in
accordance with Canadian generally accepted accounting principles (“GAAP™), All amounts
are reported in Canadian dollars unless specifically stated to the contrary. However, these
financial statements do not include all of the information and disclosures required for annual
financial statement presentation. The interim consolidated financial statements should be read
in conjunction with the Company's annual consolidated financial statements for the year
ended October 31, 2008,

Certain comparative figures have been reclassified to conform to the current vear's
presentation.

a) Inventories
Effective November 1, 2008, the Company adopted the Canadian Instimte of Chartered
Accountants (“CICA™) Handbook Section 3031, Inventories. This adoption resulted in
additional disclosures as provided in Note 5.

Grain inventories include both hedgable and non-hedgable commodities. Hedgable and
non-hedgable grain inventories are valued on the basis of closing market quotations less
freight and handling costs.  Agri-products, livestock feed, and other inventories consist of
raw materials, work in progress and finished goods, and are valued at the lower of cost and
net realizable value. Cost is determined on a first-in, first-out basis.

b} Goodwill and Intangible Assets
Effective November 1, 2008, the Company adopted the CICA Handbook Section 3064,
Goodwill and Intangibles. This adoption had no material impact to the Company.
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NoTES To THE CONSOLIDATED FINANCIAL STATEMENTS
January 31, 2009 (unaudited) - in thousands ol Canadian dollars, except as noted

3.

EARNINGS (LOSS) PER SHARE
Thres Months Ended
January 31,
2009 2008
Met earnings (loss) $ (320500 % 41,217
Dencminglor for Basic samings per share amounts;

Weighted average number of shares oubstanding' 237,49 204,158
Basic earnings (loss) per share 5 (14 % 0,20
Dencminatar for dilubed earmings per share amounts:

Weighted average number of shares outstanding 737,051 204,162
Diluted eamings (loss) per share 5 (0,14 L3 0.

'Humber of Sranes in thousands

Share options in the amount of 698,793 (2008 - 69.408) have nol been included in the
computation of diluted eamings per share because to do so would have been anti-dilutive for
the period.

BUSINESS ACQUISITIONS

In the first quarter, the Company purchased two Agri-products retail locations.

et asset= acguired at fair value:

Current assets $ 1,868
Praperty, plant and equipment 1,657
Goodwill 229
Current iiabilities (B0

Cash consideration $ 3430

These acquisitions have been funded through current operating cash flows.

Earnings derived from the busincsses purchased have been included in the Company’s
consolidated financial statements commencing from the acquisition dates.

The scquisitions were sccounted for wsing the purchase method, whereby the purchasc
consideration was allocated to the estimated fair values of the assets acquired and liabilities
assumed at the effective date of the purchase.

INVENTORIES
As at January 31, January 31, October 31,
2009 2008 2008
Grain $ 330,683 3 534,022 3§ 352,980
Bgri- prodhacts 474,105 341,253 421,602
Livestock Feed and Services 42,542 28,446 35,095
_hgri-food Processing 26,937 18,399 22 757
Total ) 874,267 3§ 922120 & 837,943
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Grain cost of sales includes the cost of inventories, net realized and unrealized gains and
losses on commodity contracts and exchange-traded derivatives, and freight.

Amortization of $4.7 million (2008 - $3.3 million) related to the manufacture of inventory that
has now been sold is included in amortization expense.

Writedowns of Agri-products inventory of $26.8 million (2008 - nil) have been included in

cost of sales,
SHARE CAPITAL
a) Common Voting Shares
Authorized
Unlimited Common Voting Shares
Common Voting Shares
Number® Amount
Balange, Qctober 31, 2007 208,156,350 % 1,422 843
Share issusnce Far cash 2575 17
Balance, January 31, 2008 204,159,025 1,422,860
shere issuance for cash 32,890,188 60,462
Adjustment to share capital from contributed surplus for options exercised - 14
Belance, October 31, 2008 and January 31, 2009 237,049,213 § 1,863,336

b)

"Wumber of shares fre not shown in thousands

Management Stock Option Plan

Dwuring fiscal 2008, the Management Stock Option Plan (the “Stock Option Plan™) was
reactivated after being inactive since fiscal 2004. The maximum number of Common
Shares that may be issued under Options issued pursuant to the Stock Option Plan is
approximately 10.2 million Common Shares. Once the 0,7 million Common Shares that
can potentially be issued under currently granted and contingently granted Options are
deducted, approximately 9.5 million Common Shares have been reserved for subsequen
Option Grants.

Options granted prior to October 31, 2007 are fully vested, the last of which expires before
August 14, 2013, Options granted subsequent to October 31, 2007 contingently vest after
July 31, 2010 and expire on July 31, 2015.

The expense related to stock options is recognized over the vesting period based on the
fair value of options determined by the Black-Scholes option pricing model with the
follewing assumptions: risk-free rate 3,75%, dividend yield 09, a volatility factor of the
expected market price of the Company’s shares of 37%, and a weighted average expected
option life of 5.5 years.
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Welghted Mumber of Welghted

Number of Average Dptions Average
Options' Exercise Price  Exercisable’  Exercise Price
Outstanding October 31, 2007 80,327 $ 77.50 80,327 $ 7150
Forfeited and expired (100} 5 18.45
Exerciged [2.675) % 646
Outstanding January 31, 3008 77552 % B0.02 77,552 $ EBbhOD2
Options granted 634,412 3 12.12
Forfested and expired {5,530} E] 142.583
Exercised (138} % g.84
Qutstanding Cetober 31, 2004 6 246 % 18.55 71,B34 a9
Forfeited and axpirad {50] % 18.44
Cutstanding January 31, 2009 J06,196 3 18.55 71,784 i 7503

SHumber of oprians ane nat shown i Cheusands

Of the 706,196 options outstanding, 71,784 are exercisable stock options at January 31,
2009, 10.3% have an exercise price of $5.90 or less; the remainder have an exercise price
at, or greater than, 531.00. At January 31, 2009, the Company's shares closed at $9.25.

EmpPLOYEE FUTURE BEMEFITS

a) Defined Benefit Plans and Future Benefits
The Company's net benefit costs related to defined benefit pension plans and ather future
benefits for the three-month period ended January 31, 2009 were $1.3 million (2008 - $0.2
mullion},

b} Defined Contribution Plans
The Company, including subsidiaries and affiliates, contributes to several defined
contribution plans including four mult-employer plans, The Company's total consolidated
defined contribution plan expense for the three-month period ended January 31, 2009, was
§2.7 million (2008 - 2.0 million).

FInNAMCING EXPEMSES

Three Months Ended
January 31,
2009 2008
Interest oxpense on;

Long-term dett § 1,640 % BG,548
Short-term debs BEa B,531
Interest income (3,447 {1,217
CWB carnying charge recovery (1,034} {1,597)
8,018 12,365
Interest accretion 4E4 226
Amortization of deferred financing costs TEE 752
] 9,250 £ 13,343

SEGMENTED INFORMATION

The Company has not provided revenues from external customers by geographic location as it
15 not practicable to do so. Total sales and revenue from services include export sales of
36784 million (2008 - 55489 million).
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The segments’ accounting policies are consistent with those described in Accounting Policies
(Mote 2}, The Company accounts for inter-segment sales at current market prices under

normal trade terms,

Three Months Ended
January 31,
2008
Sales and other operating revenues
Grain Handling and Marketing &  OE4030 $ 988,732
Agri-products 186,172 165,946
Agri-food Processing 48411 43,175
Livestock Feed and Services 197,313 127,346
Financial Products 3,739 2,031
1,399 695 1,327,230
Less: Inter-segment sales 17,554 10,083
§  13B1,741 £ 1317142
Inter-sagment sales
Grain Handling and Marketing 5 17,515 1 10,088
Agri-food Processing 435 -
3 17,854 & 10,088
Gross profit and net revenues from sarices
Grain Handling and Marketing 5 96,064 & 115,6%4
Agri-products {8841} 47,101
Agri-food Processing 4,515 2317
Livestock Feed and Sernces 28,451 18,001
Fingmncial Progducts 3,739 2,115
§ 124,128 § 185228
Operating, general and administrative expenses
Grain Handling and Marketing $  (4B139) §  (42,639)
Agri-products {34,605) {28,915)
Agri-food Processing {1,997 {1,588)
Livestock Feed and Services {15,209) {12.6595)
Financial Products {1,592 {995)
_Corporale (24,991) (17,128)
3 130,53 103 558
ERITDA!
Grain Handling and Marketing 5 47925 % 73,055
Agri-products (43,246) 18,186
Beri-foad Processing 2,518 731
Livestock Feed and Services D242 5,300
Finandial Products 2,147 1,120
_Corparate {24,991) {17,128)
g {6,405) £  B1270
VEEITI - Earmnings before inberest, tines, deprecabion and amarication, Qain {loes) on disposal of sasets and imBration Cepeness.
Amortization .
Grain Handling and Marketing $  (10421) $  (10,343)
Agri-products (11,273) (11,308)
Agri-foad Processing {1,468) [1A445)
Livestock Feed and Sanicas {3,000) (2,321
Financial Progucts (105) {105)
_Corporate [211) =
3 26,176) % (35520
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Three Months Ended
_January 31,

1] 2008

_EBrr? - _
Grain Handling and Markating L3 7,604 3 62,712
Agri-products (52,519 6,878
Aari-food Processing 1,050 [714)
Livestock Feed and Sendices 6,242 4,985
Financal Products 2,042 1,015
_Corporate [25,202] {17,.1ZB)

§ (32583 § 55748

EHIT - awmings beftee mberest, fes, gan (lss) on deposel of assets and integranion exgnses

10. CoMMITMENTS, CONTINGENCIES AND GUARANTEES

a)

b}

c)

Letters of Credit

At January 31, 2009, the Company had outstanding letters of credit and similar
instruments of 568.2 million related to operating an agri-business (October 31, 2008 -
$68.2 million, January 31, 2008 - $33.2 million). The terms range in duration and expire
at various dates from February 2009 to November 2009. The amounis vary depending on
underlying business activity or the specific agreements in place with the third parties.
These instruments effectively reduce the amount of cash that can be drawn on the
revolving credit facility.

Loan Loss Provision

Under the terms of an agreement, a financial institution provided credit for the purchase of
crop inputs to certain customers of the Company in the Agri-products segment. The
agreement was terminated on January 31, 2008 on payment of a termination fee and the
acquired amounts were sold to a Canadian Schedule | chartered bank in February 2008,

Indemnification of Accounts Receivable

Viterra Financial - the Company has a rolling five-year agreement with a Canadian
Schedule I chartered bank to provide credit for qualifying agricultural producers to
purchase crop inputs. The agreement may be terminated at an carlier date by mutual
consent or by either party upon one year's written notice. Viterra indemnifies the bank for
30% of future losses to a maximum of 5% of the aggregate qualified portfolic balance.
The Company’s aggregate indemnity will vary at any given time with the size of the
underlying portfolio.  As at January 31, 2009, the Company’s obligation for past and
future losses is carrent with the bank in accordance with the Agency Agresment.

Unifeed Financial® - the Company has a rolling five-vear agreement with a Canadian
Schedule T chartered bank to provide loans to customers to purchase feeder cattle and
feeder hogs, as well as related feed inputs, with terms that do not require payment until the
livestock is sold, The agreement may be terminated at an earlier date by mutual consent or
by either party upon one vear's writlen notice.  Viterra indemmifies the bank for credit
losses based om the first 20% w 33% of new credit issued on an individual account,
dependent on the account’s underlying credit rating, with losses in excess of these
amounts shared on an equal basis with the bank up to 5% on the aggregate gualified
portfolio balance. The Company’s aggregate indemnity will vary at any given time with
the credit rating of the underlying accounts and the aggregate credit outstanding.  As at
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d}

e}

al

h)

January 31, 2009, the Company's obligation for past and future losses 15 current with the
bank in accordance with the Agency Agreement.

Loan Guarantees

The Company 15 contingently liable under several guarantees given 1o third-party lenders
who have provided long-term financing to certain independent hog producers. As at
January 31, 2009, the current outstanding balance of these guarantzes is $2.7 million
(October 31, 2008 - $2.8 million, January 31, 2008 - $3.0 million). These guarantess
diminish as the underlying loans are repaid and expire in 2014,

The Company is contingently liable to a finance company for a portion of losses incurred
related 1o potential producer delinguencies associated with equipment leases and credit
provided for the purchase of fertilizer bins. Given historically low delingquent rates in
conjunction with collateral values of assets, the Company has accrued no obligation.

fsset Retirement Obligations

In 1987, a joint venture, which manufactured phosphate and nitrate fertilizers, closed two
of its facilities. The asset retirement obligations represent the hest cstimate by
management of the legal obligations it would incur during the reclamation process.
Reclamation invalves the demolition of the manufacturing facilities and the reclamation of
the phosphogypsum stacks. Uncertainty exists regarding the estimation of Rture
decommissioning and reclamation costs,

At January 31, 2009, the Company estimated that the undiscounted cash flow required to
settle the asset retirement obligations was approximately $23.5 millicn (October 31, 2008
- £23.9 million, January 31, 2008 - £20.2 million), which is expected to be setiled over the
200 through 2015 period. The credit adjusted risk-free rates at which the estimated cash
flows have been discounted range from 4% to 5.4%.

Director and Officer Indemnification

The Company indemnifies its directors and officers against any and all claims or losses
reasonably incurred in the performance of their service to the Company to the extent
permitted by law. The Company has acquired and maintains liability insurance for its
directors and officers as well as those of certain affiliated companies.

Other Indemnification Provisions

From time to time, the Company enters into agreements in the normal course of operations
and in connection with business or asset acquisitions or dispositions. By their nature,
these agreements may provide for indemnification of counterparties. The varying nature
of these indemnihcation agreements prevents the Company from making a reasonable
estimate of the maximum potential amount it could incur. Histerically, the Company has
not made any significant payments in connection with these indemnification provisions.

Other Contingencies

As at January 31, 2009, there are claims against the Company in varying amounts for
which a provision in the financial statements is not considered necessary, The occurrence
of the confirming future cvent is not determinable or it is not possible to determine the
amounts that may ultimately be assessed apainst the Company with respect to these
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claims, Management believes that any such amounts would not have a material impact on
the business or financial position of the Company.,

11. FInancialL AND OTHER INSTRUMENTS AND HEDGING

a) Fair Valua
The following table presents the carrying amount and the fair value of the Company's
financial instruments and non-financial derivatives. Amortized cost is calculated using the
effective interest rate method. Fair value is based on quoted market prices. These
amounis represent point-in-time estimates and may not reflect fair value in the future.
These calculations are subjective in nature, involve uncertainties and are a matier of
significant judgment
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January 31, January 31, October 31,
20059 2008 2008
Financial
Instruments Carrying
Carrying Vahue Fair Value Ch Carmying Vaug Fair Value Walua Fair Wakie
Cash [ 31307 5 31907 HFT 5 10,160 % 10,180 § 13536 § 183536
_Cash in bust - . HFT 40,116 #1116 . -
Short-term invostments 670,162 E70,162 HFT-D 26,37 25,337 486,129 486,125
Areounts receivable:
Loans and recelvaties 557,64 G674 (1:1: 5EE 343 568,343 M3 F03,773
Commadity cantrats
and exchanga-tracad
derivatives 77846 77,645 HFT 125227 125,237 70057 70,057
B, 49 545,490 593,570 653,57 1330 773,630
Ivestrnents:
fvailable for sale at
fair value 73 73 BF5 2o ] 62 B3
fivailabla for sale at
oost T.550 7550 AFS a,073 BOFE 7,355 7,359
fan-firancal
instrimerit 03 A 9,957 piry
Taa 18,250 1645
Other long-tenm assets:
Lerkg-term receivabl 1,963 1,963 L&R 8,699 8,51 2,075 2075
Non-finandal
instrumens 55 609 Hya 47,BE7 67,163
41,552 b6, TED 50,23
Hank indebbedness 11,815 11,815 OFL Rl 362 __E&S 655
Short-term barrowirgs 15,285 15,285 OFL 30,36 630,951 17,764 17,769
Apcounts payable and
accnuad kabiibes
Oher Fabiibes TeE471 ToE471 OFL 765,937 765,557 BE RS B, 7H5
LCommodity conbrads
and exchange-raded
derivatives 33,944 63, 5849 HFT 33,567 33 567 #1831 81,631
H20,415 B20,415 799,504 754,504 G2 56 424,596
Lere-termn deb, induding
current partion 707,641 695,837 OEL 303,987 306,487 10,088 555,257
Crher lang-term kabiibies
Commodity contracts
ardl enchange-traded
danvatives 19,630 15,630 HFT - 10,121 10,121
Clazsified as ather
liabilties 13,559 13,95% CFL 12,878 12,878 9,638 5.633
Mon-Tinarcial
instrurment 42,694 Hih 40,841 44,474
16283 53,719 4,153
Financial instruments categoryquide: HFT Held for trading
HFT-D Held for trading — designated
L&R Loans and receivables
AFS fwailable for sake
OFL Cther fnancial labilities
WA Mot applicable

Changes in fair value of commodity contracts and exchange-traded derivatives are included in cost of

sles,
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b}

Risks and Risk Management

The Company faces certain financial risks such as commaodity price, foreign exchange,
interest rate, credit and liquidity risk which can impact its financial performance. The
Company is exposed to changes in commodity prices, foreign exchange rates and interest
rates. The Company utilizes a2 number of financial instruments to manage these exposures.
Financial instruments are not used for trading or speculative purposes. The Company
mitigates risk associated with these financial instruments through Board-approved
policies, limits on use and amount of exposure, internal monitoring, and compliance
reporting to senior management and the Board, For additional information on other
general and environmental risks and how they arise and are managed, readers should
review the 2008 Annual Information Form and Section 18 of Management's Discussion
and Analysizs included in the 2008 Annual Financial Review,

i) Commodity Price Risk

The Company is exposed o commodity price movements within the market as part of
its normal operations, The Company uses exchange-traded futures and options
contracts to minimize the effects of changes in the prices of hedgable agricultural
commaodities on its agri-business inventories and agricultural commodities forward
cash purchase and sales contracts. Exchange-traded futures and options contracls ane
valued at the quoted market prices. Forward purchase contracts and forward sales
contracts are valued at the quoted market prices, which are based on exchange quoted
prices adjusted for freight and handling costs. This is consistent with the Company's
practice in the prior year. The Company manages the risk associated with inventory
and open contracts on a combined basis, The Company's Risk Management Policy
provides limits within which management may maintain inventory and certain long or
short commodity positions. Based on the Company’s January 31, 2% closing
positions, a $10 per tonne change in commodity market prices and & 32 per lonne
change in basis levels would result in a $0.9 million change to the Company's after tax
net carnings on unhedged positions. In relation 1o the natural gas contracts outstanding
at January 31, 2009, a §1 per gigajoule change in market prices would result in a $1.2
million change to the Company's after tax net eamings,

i} Foreign Exchange Risk

The Company is exposed to foreign exchange risk on financial commodity contracts
which are denominated in U5, dollars and on its investment in foreign subsidianes.
The Company uses derivative financial mstruments, such as foreign currency forward
contracts and futures contracts, to limit exposures to changes in foreign currency
exchange rates with respect to its recorded foreign cumrency denominated assets and
liabilities. Certain areas of the Company not related to the handling and marketing of
grain have discontinued hedge accounting and have thereby increased the potential for
volatility in income on these previously hedged contracts. These contracts as well as
the foreign currency forward and futures contracts in the remaining areas of the
Company are marked-to-markel and unrealized gains and losses are recognized in
income in the period in which they occur. Due to the Company’s risk management
strategy, the Company’s sensitivity in net earnings and other comprehensive income Lo
changes in the LS. dollar, is insignificant.
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The Company also has immaterial exposures to currencies other than the U.S, dollar
such as British pounds and euros,

iii) feerest Rate Risk

The Company manages interest rate nisk and currency nsk on borrowings by using a
combination of cash instruments, forwards and a mixture of fixed and floating rates.
The Company has entered into interest rate swaps to manage variable interest rates
associated with a portion of the Company’s debt portfolio. The Company uses hedge
accounting for interest rate swaps used to hedge long-term debt. Hedge accounting
treatment results in interest expense on the related debt being reflected at hedged rates
rather than at variable interest rates. The effective portion of changes in the fair value
of the swap is recognized in other comprehensive income while any ineffective portion
of changes in the fair value of the swap is recognized immediately in financing
expenses. Gains and losses are recognized in financing expenses in the same period as
the hedged item is settled. Based on the Company’s current credit ratings and interest
rate swaps, the hedged fixed rate of interest on the Credit Facility is approximately
3.3% on Canadian dollar borrowings and approximately 6.1% on US. dollar
bormowings. The effect of a 25 basis point change on the $223 million Canadian dollar
mterest rate swap would result in a $1.5 million change to the Company’s after tax
ather comprehensive income, and no change to after tax net camings. The effect of a
25 basis point change on the 574 million U.S. dollar interest mte swap would result in
a 30.6 million change to the Company’s after tax other comprehensive income, and no
change to after tax net eamings. The effect of a 25 basis point change on the $99
million Canadian dollar interest swap would resuelt in & $0.6 million change to the
Company’'s after tax other comprehensive income, and no change to after tax net
camings. The Company is also exposed to interest rate risk on short-term variable rate
bommowings. The Company’s short-lerm borrowings fluctuste with seasonal working
capital requirements. A 1% increase in short-term variable rates based on January 31,
2009 borrowings would decrease after tax net eamings by $0.1 million per annum.

The fair value of the secured notes MMuctuates as market interest rates change. However,
the secured notes have been designated as other financial liabilities and therefore,
changes in their fair value have no impact on net earnings.

Credil Rixk

The Company is exposed to credit risk in respect of trade receivables which the
Company manages through ongoing credit reviews of all significant contracts and
analysis of payment and loss history. The absence of significamt financial
concentration of such receivables, except as noted below for receivables from the
CWB, limits its exposure to credit risk. Credit risk exposure for the Agri-products and
Livestock Feed and Services segments are also limited through an arrangement with a
Canadian Schedule | chartered bank which provides for limited recourse to the
Company for credit losses on accounts receivable under Viterra Financial and Unifeed
Financial

The Company is also exposed to credit risk in the event of non-performance of its
counterpartics on its derivative contracts. However, in the case of over-the-counter
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1

derivative contracts, the Company only contracts with pre-authorized counterparties
where agreements are in place and the Company monitors the credit ratings of its
counterparties on an ongoing basis, Exchange traded futures contracts used to hedge
future revenues in the Company’s grain business are nol subject to any significant
credit risk as the changes in contract positions are seftled daily through a recognized
exchinge.

All bad debt write-offs are charged to operating, general and administrative expenses,
The changes in the allowance for losses against accounts receivable are ag follows:

Balance, January 31, 2008 k- 10,336
Provision for losses 3,835
Write-offs, nat of recoveries (2. 229)
Balance, October 31, 2008 : 1 11,542
Provision for losses {571
Write-olfs, nel of recoveries (175}
Balance, January 31, 2009 % 11,190

The distnbution of trade accounts receivable by credit quality as at January 31, 2009
shown in the following table.

Mot past due % 439,307
Past due;
Past due kass than 60 days 22,855
Past due &0 to 90 days 3,665
Pest due 90 days oF more B4G5
Impaired (11,1800
Balance, January 31, 2004 & 453,143

Included in trade accounts receivable not past due is $173.5 million due from the CWB
which represents a significant concentration of credit risk.

The Company’s maximum credil exposure at the balance sheet date consists primarily
of the carrving amounts of non-derivative linancial assets such as accounts receivable
and long-term receivables as well as the fair value of commodity contracts, exchange-
traded derivatives, and other non-trade assets included i accounts recervahle,

Short-term investments are held with one Schedule 1 and one Schedule 11 Canadian
commercial bank and have maturities of less than three months.

Liguidine Risk

The Company actively maintains credit facilities to ensure it has sufficient available
funds to meet current and foreseeable financial requirements. Please refer to Section
6.6 of the Management Discussion and Analysis for contractual maturities of financial
liabilities at January 31, 2008,
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12,

13.

c) Collateral
The Company has charged substantially all assets of the Company and certain of its
subsidiaries as security for borrowings.

MaNAGEMENT OF CAPITAL

The Company’s objective when managing capital is to strive for a long-term manageable level
of debt to total capital. Due to the seasonal nature of the Company’s short-term bormowing
requirements, the Company’s objective is to manage the level of debt to total capital between
30% to 405,

Debt 1o total capital 15 defined as total interest bearing debt divided by total interest bearing
debt plus the book value of total shareholders’ equity. Interest bearing debi is the aggregate of

bank indebtedness, short-term borrowings, long-term debt due within one vear and long-term
debi.

January 31, January 31, October 31,

As at 2009 2008 2008
Bank indebibedness i 11,E15 % 362 g G55
_Short-term bormowings 19,285 630,961 17,769
Tolal shart-term debt 31,100 631,323 18,424
Long-term debt due within one year 18 582 2448 14,703
Long-term debt 689,259 301,539 933385
Total long-tarm debt 707,841 303,987 £10,084
Total interest bearing debt 738,941 935,310 628,512
Shareholders’ equity . 2,158, 557 1,520,831 2,200,725
Total capital ] 2 BYE 458 g 2,456,141 3 2 829,237

Chzbt bo total capdal:
As at the balance sheat date 2575 38:62 22:78
Four quarier average FFHE ElH 30:70

The Company has a covenant 10 maintain a debt to capitalization ratio as prescribed by the
financial institutions for a portion of the long-term financing. At January 31, 2009, the
Company is in compliance with external covenants related to the management of capital.

FuTurRE ACCOUNTING CHANGES

a) International Financial Reporting Standards
In January 2006, the CICA Accounting Standards Board adopted a strategic plan for the
direction af accounting standards in Canada. As part of that plan, accounting standards for
public companics would be required to converge with International Financial Reporting
Standards (“IFES™) for fiscal years beginning oo or after January 1, 2001 with
comparative [gures presented on the same basis. In February 2008, the Accounting
Standards Board confirmed the effective due date of the initial adoption of IFRS. The
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b)

impact of the transition to IFRS on the Company’s consolidated financial statements has
not yel been determined.

In January 20009, the CICA issued Section 1582, Business Combinations, Section 1601,
Consolidated Financial Statements, and Section 1602, Non-controlling Interests. The new
sections will be applicable to financial statements relating to fiscal years beginning on or
after January 1, 2011, The impact on the Company’s consolidated financial statements has
not vet been determined.
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