Celebrating 35 Years

On August 13th, 1979, Simpson Seeds Inc. was incorporated. The
founding directors were Jim, Tom, John and Greg Simpson.

The genesis of this company was driven by the need to find a way for the
farm to survive poor commodity prices and to generate enough revenue
to support the three brothers on the farm. | was working for Agriculture
Canada as a primary products inspector for seed, feed, fertilizer, and
pesticides. During my travels to many seed farms and seed plants, |
noticed that the seed farms were some of the best farmers. This inspired
me to think of becoming a seed grower and putting up a seed plant.
Seemed like a great idea until | went to the bank to see about getting a
loan. The bank wanted to see my business plan and a financial budget.
Of course, | had no idea how to do create these reports so | had to
get some help from the FBDB or Federal Business Development bank.
What I discovered was a seed plant running for the winter months and
selling seed for about six weeks in the spring did not make money.

The breakthrough came later on that day while | was at work for Ag
Canada writing up reports in my office. The phone rang and it was the
district manager, Mr. William Conley, from UGG. William had a problem
with some railcars of malt barley that was treated for grain bugs. The
railcars were being detained by our department in Vancouver preventing
the railcars from being loaded onto a ship. | got on the phone to try and
get the cars released.

The next day | got a phone call from the manager at UGG and he said
that the railcars had been released. He couldn’t believe how quickly the
railcars got release and asked if he could help me in any way.
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| took this opportunity to ask if UGG needed any commercial processing.
As it turned out, UGG had some Chilean lentils being grown in the
Tuxford area. A few weeks later, | went to Winnipeg to meet with Bob
Ferguson in the special crops department of UGG and ended up with a
processing agreement. This was all we needed to make our business
plan viable and now we could proceed with building the plant.

The early years were a struggle as interest rates went up to 21% and
crops yields suffered due to drought. My father, Jim Simpson, constantly
reminded me that it takes at least 5 years to get a company established.
As a 23 year old in business, | was starting to have my doubts as to our
future but we persevered and as they say, “the rest is history.”

Growers became for convinced that a rotation that included lentils was a
superior rotation that yielded higher returns. In fact, it was lentil growers
who were buying new equipment and half ton trucks. Neighbours of
lentil farmers started to see the results and they started to grow lentils
as well.

Demand grew for processing capacity as more and more acres of lentils
were seeded. Internationally, Simpson Seeds Inc. gained a reputation
for a source of lentils. Over the years, we simply raised the bar on
providing superior quality brand and strived to provide good service to
our customers.

On behalf of the Simpson family and all our 100 employees | want to
thank you, our grower customers, for your support as we truly do have
the best growers in the world.
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Lentil Market Synopsis
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Photo taken North of Moose Jaw

It will be pretty safe to say that lentils have had an uphill battle this growing season.
A cool wet spring, especially in the eastern half of Saskatchewan, caused flooding
like I have never experienced before. Predicting what size the crop will be has always
been challenging but these wet conditions are making it even more unpredictable.
We all know that lentils do not like to sit in water or in wet soil. Root diseases have
reduced yield potential. In extreme cases, we have fields in the Moose Jaw area
that are 100% write off.

Average 7-Day Topsoil Moisture Ended August 18, 2014
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Drier and warmer conditions have helped to improve the growing conditions
throughout July and August. In the Moose Jaw area we had virtually no rain for the

month of July. This dryer bias has really helped the crops in the eastern part of the —=mmywa s
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prairies. In contrast, the western region was drier and needed rain and in recent Elmoist Fuimked ©\World Weather, Inc.
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weeks have had beneficial rains. The downside of the rain was the thunderstorms
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that had high winds and hail. We have reports from lentil growers who have up to Top soif conditions for most of the area have 80%+ adequate moisture

100% hail damage.

Large Green or Laird type lentils

The outlook for Laird lentils is bullish. In recent years we have had export
demand in the range of 575,000 MT to 600,000 MT. Carry over will be
minimal as we had better than expected demand.

Production will likely be in the range of 425,000 MT to 450,000 MT.
Assuming a normal harvest and normal quality, it would make sense that
prices will move up for new crop. Today the bid for No.1 Laird is in the
range of 23 to 24 cents/pound. If there are any weather issues, then this
price could move even higher. Timing of sales is important. We typically
see the largest demand for No 1 quality prior to Christmas. Countries
such as Spain, Italy, Turkey and Iran will be looking for shipment from
October to December.

Keep in mind that the biggest demand for Laird in not for No.1 quality.
Quality conscious buyers do have their limits and we have seen buyers
shift from buying a No.1 and go for a No. 2. As a general rule, as the
prices go up, make some sales and reward the market. The color fades
quickly, especially Laird.

The highest demand will be for No. 2 or better quality. New crop is
trading in the range of 20 to 22 cents/pound.

Elasticity in demand will impact the exports of Laird lentils. This means
that demand will drop as the price goes up. Countries that are price
sensitive, i.e. India, will opt for cheap sources of protein. Last year India
imported about 100,000 MT of Laird No. 2 or No. 3 as a substitute for

pigeon peas. India’s production of Pigeon peas has been going up in
recent years and the result has been lower prices. This has impacted
other nations such as Miramar that can produce, on average, about
300,000 MT per year. This year production will drop to 190,000 MT or
less as growers do not find pigeon peas very profitable.

Laird lentil growers may have seen even higher prices had the monsoons
failed in India. A recent report by Earth Sciences Minister Jiterndra
Singh, says the forecast for June-September monsoon rainfall will be
87 percent of the long term average. The late start to the monsoon has
reduced the rate of planting of all pulses but the pace of seeding in
recent weeks has accelerated. We will need to monitor this closely to
see what impact it will have on Laird prices. But for now it would seem
that the market price will remain stable which will likely result in no major
buying of Canadian origin Laird to supplement any production short falls.

Small Green or Eston type lentils

Exports for small green lentils have been sideways to slightly increased.
Good quality and supplies over the past couple years has helped to grow
this market. The seeded acres have dropped slightly this year and the
yields will also be lower than last year. The Eston market is largely a
No. 1 quality market. If we have rain at the wrong time we might see a
spike in prices.

One caveat to prices going higher will be the large inventories of Eston
building in Mexico, one of our largest importers of Eston.
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