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NovaSco.lía PPRS Search Result Report 5.900630

:rh¡~l"é!j8rllis(sr~gistrálì~a~.¡~.....th()..Pèrsdli~11....Ph)per(t..~.bfJlsttYlhaí..ma.(dh. ..lhe...rolfowll1g.seørcó..çrlfetía:

PrOVitlCöor'rerritorySoorchqd: . NRva9c(ìti~
TY¡JeQfScarch: . Elebl.ors.(Eriicrpfis-g)
SoarchCriteria; PLANET OHGANIC HEALTH CORP.

2010.04:"26.13:18 (AtlanUc)
5900630 .
C186290

Date Md Time of Search:
Transaction Number:
Searched By:

J'hé.T6UÒwinq.tahl~:..Üsls.rHcords. lhtltmälehithe.. Deblõrsi(Ël1tc tr)ri sè)....yÖÜsp!ëèifìed.

EExact rttèludåd Øti~il1äl.. ... ..EritêtprisCN,VllC PlaCiP
Regístratim
NUinbêf
12618138* ~

ÇalgpryPLANËT ORGANIC HEAL TI1
CORP.
PLA
COR.

An '~'.in the 'Exact'column indiCçites that tho Elcblor (Enlerprise) exactly matches the searchcriterìa.

-.*:
.- 12618015.3 ORGANIC HEALTH Oalgary

An 'Of in the 'Included' column indicates lhat the reGistration's details are included within tho Search Result
Report.

2 registnitiOt1(s) contëiìned information lhat exactly matched Uie.scarch críleriayou specified.

o reglstrotion(s) containe(j inforrnatiònlhat closely matched the search crítoria you specifed.

When reviewing rho registrations below, nole that a reglstraUÒn which has expired or been díschtlrged
wilhinthe l(1st 30 days cansUIl be ltHogistered by (hesecurod party.

All registration date/time values tire stated in Atlantic Time.

Formoreínfàrniatíon concemin9 the PorsOn.al Property Règistry, go to www.acol.ca

Registration Detaìls for Registration Numner: 12618138

Provincd or Territory: Nova Scotia
Registration Type: PPSA Finanèihg Statement

ort Historl!
on Activity Registration

Number
12618138
16539744

DalelTima
(Atlantic)
2007.06~25 16:29
2010.04.2115:30

Expiry Date

2015.06.25
2015.06.25

Filo Number

otigiiial
Ailiêhdìl'léi;t

15576,003
SM002438;CAT

As listed in the n abbv~lf this rögis((ation has been tríé subject of an
Anlendment lele information. Tho following registration dotails provide the
rfìgislratiòl1 nun (rho Amen added 

or dele led information. If no "addcdby" or "dolelèd by"
rogistrationnurnbor is provitled, tho information was added by the original registration and hasMt boon
deleted.

Rep()rlYllrjiiqni.~;
f).agu: 1
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Np\taScotia PPRSSoarchRcsull Report S9QOß:3P

Debtors
Type: Enterprise
PLANE" ORGANIC HEALTHCOHP.
73u, 1 u15.4 Street SW
en AB T2f~ 1J4
Cada

Secured Pättié.s
Th¥i;SêcütedPàtt¥l5dIÔWW~Sdclétèd .byieqislråliori . ôUr;i1 bêI'1G5$9"r44

:rtlæ!8J'Ilorpflse . .
Al'dirtJp¡tåI,:ôfpétatlÕfi;-5~õ'nâ4èl1;.fe¡Jålêl'al'Atle!1f... loot' . .

The SecuredParty was'added by registration l1uniber 16539744
Type: . orprlse

CATALY'SJFUNElL ITED PARTNERSHIP If
77 I(ING STREET ..
. . TRUST TOWER, SUITE 4320

2
TORONTO ON M5KiJ3
CunMo

The Secured Party below was added by registltltion number 1653ß744
Type; Enterprise
THE CATALYST CAPITAL GROUP INC;

71 KING,STREET T
RbYAL TRUST T 1l, SUITE 4320
P.O. BOX212
TORONTO ON M5K 1J3
Canàdti

GfR1$PRËSENTANb.I\P:rER-AGQlJIREb
PIEREQF.

Registration Details forRégistration Number: 12618153

Pl'oi,ltíçô()I"
Rõgistråtlbh.

óry:.Novu Scotia

: PPSA Financing Statement

Registration
Number
12618153
16539751

Date/Time E:(piiypafl)
(AIlUring). ,
#Rgt~~ß~~?1.~i~.p.
2010-04;2115:32

File Nuniber

Aslìstedln..(heR;egr~lrationH¡st.Qry$eGtiqtt(;b9V\:,JH¡s...reøi~tra(iQn..h9$'.beenlheSl.ljJøctx:i tL1n

.Rc¡)ørt VCrsion 2,3. Pngc:2
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NQyä:$ C'ötiä PPRS Seiirch Result, Report: 5900630

.--~: .,'

IRrn(;ri~ÖJ~rjt9r:(418b~l.
~ael~t~¡;ti9P.I1.tJrl1~r.rrp ..
røgistratíöniflurnberis¡IJtQ
deleted,

c.t()~dg'.ordelele:iFltQtlïâl¡Ôfj..1'llèfÒllôw.ipg.r(;g!stfáfibP9etailsprQJ ..qttlì~
(;nclrnc~tthata(lqe(j()r(J~ Ict:cdJl)form.al¡Ori.Hfio'.."addcd.tj~"Ö(d. ... .......... . ..?tJ.bY".
,the'.¡n(OlriTatipQ..Wi:is.,ndt,e.c..'try..'the.OfÎgirial.reglstration ..anö..lî,lsnot'Jiøe n

Debtôrs

SecuredPatties
1"he.;Sccqred.P,êtriybe,IQW.VVt'söeJÔ.lcö'..byretjistratioflrlümI:Ôr16$S9'r$1

tt;.. Pfi~
I\te~'l.... ........ .... .fPØfilHdj'fHî~llåtéfHI~Atenl
g~p.rkLl't()nlt~~f1äd;;UlØf
.;f..er¡¥of!vN¥...øT'
tlS,i

The SecurcdPar(y beRm was added by rcgistralkm number 10539751
Type: Enterprise
CATALYST FUND LIMITED PAHTNIERSHIP II
77G STREET L
R LlST TO ER, SUITE 4320P.O. ,12 .
TOR. ON M5K 1J3
Canada

TheSecurod Party below Was added by registration ntirnber 16539751
Type; Enterprise
THE CATALYST CAPITAL GROUP INC.
77 KING' 81' ESl

ER, SUITE 11320

M5K1J3

ral
EsrlsIAKEN...IN.ALL .0F THS.'.tDËljrO('l!$'.f?~(2f3EN1'..lrt#D..E\E:ti;r~~AC~t,¡REb
R'TY INCLUDING.ALLPRGCEEDSTHERS0F. .. . ... .

END OF REPORT

gøj)9ftVcrsidii2là. P;ion: 3
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This is Exliiblt"K" f'crerrcdto in
tbe Affdavit ofDatren Krissic

sworn befoJ'tJ me thi$29tli diiy of ApHl, 2010
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l)la.rtet.'.(Jrgttl1.ic:J~i.#f;ltb' êøxp...cOl'P 011ute...Pl'otìle

. Goodfor you. Gooet fot' the Phiict. Goo .. ptisìness.
Planet Organic ¡"leaIth Corp crsx~v: P 'Phi)etürganíc", thc "Corporation"
or tbe "Cornp:iny") is one öfCanada's largest natl.tal products companies, comprising

both retail n.nd m:muJacüiringopcl'utíons. '111c Company's primary focus is the retail
division) which CI1COlnprtsses mid-sizedfurinat inarkêts.tores andsinaUcr natl1al health

outlets. Planet and its suhsìCfilirics conduct ¡;msincs.~throi.ghoLlt Canada and the

northeastern UniteclStatesn¡jdcr six popüfaniarnc brands:

1. Planet 0 rganic Markctii (Canada)
2, Mrs. Gr.ccn'sNrili.raI Markets (oS)
3. Sangster;!) Health Centres (Camtda)
4. Hcalthy's.Nuttìtion (Can:ada)
5, 'i:róphi~ Canada (Canada)

6. Planet Organic Livir~t'J (Canada)

I-Ii story and Corporate 1~'~:Ìghiig.hts

l~dogtl¡zihg.a.'s'i~¡l¡fic~.ntg'lowt.li :.'~PW6rtuf).¡tj'ì ...Pla!letQtg~l)ìc."wasctG;ti;c¿t...ili...:2ÙOl

to..lnatRi:t'lutturdl.:inû ol'ganÎc..footLprfmarily .tp:

..'lb..co.lrt6htitët()tHêpcrs6nal\veIJ-h¡iÌilg'öfcu.stornetS

...1b..!Jn:ïtect,.the....hcaJHr dfd1CEärth .

.'j'l)triakecàtinga rohüs t :ttitljo,xfúl ctlcil1t

$jni;eits.il10cptröfii:.I)Iåtltit...Oï'gâúìc...reinlii.ri S:..OOLhli1itteti 'tpptovidi.ng'./ilgh..t:i.ality.orgftnic

~lrtln:tt~tj'aJ.:pl:öcIticts. \\Hth',:.lJ)årticüiat..cth.phas išöti.'.súp'el'iôrcustoll1cr'.act\icP;'..COlIilJitl.tli.ty

invplvctrêntdàltd.JJi:öv ¡dIIl.gatl..:t:ùvitol1hitrlt.c()1l.Ûüêjvt:...t9..~..f11ploxeQ;QiitisErttlQii'.dWHiJ.~c:bii'

.tl11i1i(lgtof9(;ÚS.'.oti..COhs'ölidatiîigthe:n:it.ttrål.:r:u'pt1ui;ts....inarktt,..1"lallct.Qrgrtnit Ii.:tsprertteû

whlttlthelicvtis..l$il...ú.iiitiue~l)l:)urtütiitY:t() ljc,tJie .1cR,tç.~...1..tl...fts,.'flçld....iii..tJatlada.aí'.~l .tti....ÖtllCf

tl)P-l'ketstwhile.stayihgttuctuits...Ótiillnal.tbuhc(i 11 gpriìiCi l?fè$;

tq¡stQdëtiJ!YX.tllC...CÓIJ115åh;yhisgröwli.1)rlttJ:itily viR UC§fl,isitiQ'I),.Sinci;. fl.)ccpt;iOJiihîÔ01w¡th

øni;stø.te..ilì..tidlúontôïi/.Alb.ertni..it. 'h.aS.àcc!tiired..operatiQJlsd..in....\lictotiu¡13iiti.shCèilu.llihiu

(;2QQ1t)i .JdaI¡fn.;)..l\lUV:iSêoti:iC2004),..PQtt.Çredit~.G)llbl,riQ..ç2Ó.(7),P-J\cf.a.sccond Edmoutölli
AI1)Grtníocitt¡OllC2Q()Z;J..:tlieSC~\caltisìtlqns..nowppcnLtetllltlcrthltlilMet..O I'g:tiiç~al'Ket

h.:iJlllèr.~d¿titioiiaU~tllC .~0mpah~J.)ltiltt\v() .tle\VPlanetOl'g:itlicIVlark?tst~rc~iliCnigàtyl
..t\lhe rt:t(2QO 3an Cì¿O(7)i....pl us.. sto rêsin....PQltC;cOtl~1rti:iiq¡....13!'itishC.9itl iilbia(2QÒ1)1..\'tUfihanl

OlitäriQ(2ÖÖ8)ändOl'lcYictlàhcwstotet:iiisYear ili Marklll1ini ..On tar¡,?, .

3.
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In 2004, the Coinpany aci:¡uiredSangster Enterprises and Darwen I-Ioldings1 a chain

of supplement and hody care stores with locations across Canada operattiig under the
Sangster's r-Iealth Cetitrcs h:mner. In 2005, the Company :i:c'1uircd Newfound Health,

afralichisc chain of supplelncnt nnd body care locations in Alberta that was suhscquently
rolded under the Snngster1s division. 'His Wits followed in 2006 with tlienc'luisition of

a chaÎnof tiátûral health olttlets in Ontai'io openitingundcr the name Healthy's Nutrition.
'nieFIëalthls locations bve been tihdergoing:irel:mi.nding to Pl:111etOrganicLivìng.

The Compal1y1s firstrnoveriicnt towards vertical integration wasthe 20Ö) ac(!uhition
öf1ì'ophic Cunada, one ofOihad,ts lcadingvitnmin manuf:icturers and distributors

located in Pcnticton, British Columbia.

The Company entered the US market in2008 with the acquisition or Mrs. Green's

Natural Market, :ul cleven store chain with nine stores located ÍI'i New York State

and two stores Iociitcd in Corinecticut.

Planet Organicj\ccfuisitions

Ontario

Alberta

1
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130.1' t.he QHarter and~eiir lEl1declJLllieSE),2QQ9
l')i~Øl)áred O.c:tølJer....28, 2.00;1

~nlc,Ma!):\gehtcnt.,biscU,~šìöb.....àI1äAJ1'å1.J~i#CMDtx;.Î\J..9f.tii.e.l?,p,cl:ati.ç)nal...I'Gsiilts.:t.n¿rJÌ~.

¡l:tiiçlaltoltclitioh()fHi ¡t net..G:)tgåü¡c.Hc~lt.iiE¿orft~hoiild.bçrftacr¡nc9nJuntt¡()IlWìthtlie

GbinfJäliJ'ds:U1nWlláuaItêûöÒhsoJid~tcci.Hhanc¡~i st:tEçliients..andriotcs thcteto,.thdJ11ost

reccnt..hcingas..atand'..,fortheyc::r.c.üdedJ lIIlc..:6Q:',4(109' .rv:tan::ge/llGnt..L~ rcspo lisìhlqfhF.tbc

i.ùfòtl1iat¡ølicHsclösedIii thísMD&Ã,3:11dh:isüi..phii:enppr.opdäteìn(ørfrr::tiOll'¡¡ystetl'Si

pJ'ö:çcduresatidcohtrøls.to..êùsütë£h¡JfhirofmaHoti.i..sßdintctITaIly. L1yllíano.gelí\Qnt:üi(1

.dìsçlöse¿f .externally.. i.¡¡..tnMed~Jlyc()iil.pletc'a.ndrel¡~hle...Iiiatrgl.ìtìpn1..the...C:()l)'\'i)al1)'~s.jXttcUt

Cqminitt~~¡tn.dtli~BQara)().¡..lDirectors..próvidean ovei:~jghtrqie.with ..r~spc9tt~.all.p1.pl to
finartçìal. .discl~.s.ul'e~.....i,y eh cdGó.nipaIJYi.aiid liave...l'.ç'\ficvr.çd:iii d.. apprpycdthis'MIJ8tA..al)d

theauôìtedc()üsolidàtcdJìnrmcial.statenicnts.*si;ttJiine$()). ~QQ9RnçL:ZOQ8.l\liYll)QJ)etat¥

me:iSùrelü cht..pfóvfdcdirtth ¡sMID&Aì.s..di;Ùqlriin;itccfitl C:inaclî:iri .dQlJàf'S \lüless (sthc t" .

wlsest:itêi:X..I)hüietOtg1tùìc is. p'uPHelytra;#ed ön.theiT'SìšVeuturc.E¡¡qhali g~....l\dtItti()ìj:t1

itlrotlT)af¡()lj....rcgàl'dilfg..tllê...Gbmrjâfly~..incl.ttdìii.g.tllJf)li:iI.....a.n.cl...io tcrii11...finalicìal'..rçp0l'tSt.Ç:i11'Pt

foiind .onSJ11DAl5i:itwwv,i,sêdar:coJl'.

TfieiJ)fOl'tll;ttiöi)..hcloW'C6tltairiS ...Cútfáit\..fot'wái"d.ló() lei figinfo.I~ll1atíon ...Hnd:I'c£Icct:s.£fiC

Clt tltclttvieW~) ireI:iìJe.t 0 tga.ïîic J:rCaltIi. Cöl'p.Ai1)sttch..fQI;'v;if'illp() k:ingrtifottn:ttfon

iSS.ltbJ~cetö...ti~ks...~11(l.1Iuccr.taiiitI:lf.àfi¿f..ås...arcstilt,...~ria. GO.tl1BiiP~is...açtiiaI....rcsttlts.9r

'. qp.Ct'UtiO!lS. c()lliadiffc:...~toin....histo.dcaI..reStirtsO.t'.cur,.cfrt:~I';qt.as¡qiis~..The....ÇOtiipa1)Y

...aSSU.01CSll o obligation J)utwUiuriclcrtakcto pul)iiçI'yiltpd3tCPl'j~t:yisc ..irsf91"\\!iitil.iq,ok.+
îXigstiitC.'tla11tsif.øxpcde1ic?:..()l...fü:tüi:c.c.lint llinUeity.clc.*It'H'l#:thYPI'()jcÇtC(tf'c Sttlts.

...c;.x:p.rc:.ss,ccJ.. o.I"..¡.a1plietl.thci:clij.\viII:'ilÖC.Pc..tca.zeì.i.as. re¿ihii:ci.I.py.secui'tics ..law,.

Vision

Bl:üit:t€¿rg;tiilcFlcalth,.CQrprsYÌ$it'ili..isto..pr()viclcüilÍXÌ'üüirtf.s llárclióldervåÏùe

thv()i.gh...thç...plovisloI1..qf'.liigll..(IÇt.ality)()q~:aflIc....tt.tltt..ti;ttürâl.prú(lucts..,vieh..itii...èiúìih.rtsis

gtis:.npc.t'9t'ptlStP1UC;rSc:.eviè:c,..Ç()ll1iliiit1it)'loVòl\ICtliciitá1.ü:Ìctilljloyëêshtlsf:í.ttigu, .

""niç...~onipanJ...çtìrdesgtlt..it§Vi,~ion.throüf$h .strát(;g¡Ci~I'Ô,vtli... ~f.tts..rCK*îl(~¥is.Í()f1s.vX;t.cit.her

ue~i,stqi:e,,'4t:\lylq p'iv; iit.ar;igtlttìs i tioii qfsmaUer..førm:it brs iuiilarly fb cu:scdoH cnttix)/1s,

Ãs.thc.MttlmJ¡'orgltTlìciìndustryis...liighly....Cr:igulctltcd!...thè...G(j111)¡tIiysè.es...s.¡~h¡JlCaf1t.....öt).~.

pol~ttlll itJ'for:its Ì?qsi.nessl'odel .in. both.(Janadáll nd:th'c.Uíiitcd. Sta los. .Accól'dingJy¡it

liâsdevc1()lJ.eôoper:ttîø ns..in. hothcolfnttië~..Ãdi:ntÌ()n:1J.I~!vcrtìc;11. ...¡l'itcgrationptò\ildesthc

aPPQrturìity(¿trg¡:catc I'.eco¡imnic.s...ofsc;aleaii dCil:íhlesPlaiict. ø rganic.to .sccurestroiig

il.id~l)ê!:id(;llt. Sttp.plierswitliilJ .tlyc .1) :;tttntl...l"rQÔltcts.iITl.lt(sf~~;

~ '-¡.~;;;:- ~:
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All of the Company'smidøsizc market stores provide customers with a warm andinvit¡ng
shopJ':In¡t ciwimntnciüwi thcxcdlclit custoiiicrsçrvicc and 

product knowledge; 'nicyJca~

tUft: a fullrarigc of organic, natural anddcanproducts ftee ofartHiciuinavo,lls, sweeteners,
coloursiprcscrvativcs or added chcmkals. They als,ocont:tnu bountiful .scl('ction.of organ-

ícptodücc an(1 theddis arc filled. with haked goods, salads and take home meals to meet
the needs of tocby's busy consün'iers. 'niC natural living dcpartmi:nts offer an cxcèllent
sclcctioìl of vitarnins,supplcments, sports nLltritiòn:ind body q:ire pl'oducts.lhc stnallcr
health outlets offer rCvast selection of exclusive private label and major Imindsof vit;imins
as ,veil as body care products.

Plrnet Organic has growiiprimarily through:tccit.isitioÌl. Forthc most part, acc1uisitions
have peenlimmced through internallynlÍsed eCjlüty (rom rcbted parties or external debt.

øniC Company's strategy with respect to business acquisitions has generally hecrrto retain

thcexisting key executive amI mtinàgemcnt teamS to continue managing tll ()WÌtig the

operations. AC(luísition t:irgctshavc been highly successful entrcprcncuriaH cused org~\-

nizations. Hi stor1c:i lly, the Company has taken on more ofa financingand monitoring role

iit the corponitclcvcl rather than ¡i.signifìcant hands-oil approach. I;JQwcver) the Company
h~\s recently taken a more active role in direct' monitoring :md imtii¡tgcmcntor the divisions

(refer to Outlookseètion for details).

I~etail.Operations

Planet Organic Markct(\~

Phmet Organic Market is alcading Camidian diaiuof natural and ol;gariIc: supermarkets
and health foödstorcs.llicsc stores arc gcneniJly smaller supert\arket formats\¡,ith

tcnlocatioiis that were open throughoüt most of the current yearin (our ptóvinccs:
British Columbia,(Victoda and Port Coquítam),Albcl'ta (two Edmonton locitions:ind
t\vo C¡ilgarYIQcations)¡ Ont:rio (Port Credit, 'Viughan¡ Markharn) and Nova Sèotia

(HnliC'lx):rhc Markham locntionopencd iù thc second c¡uartcl'ofthe current fiscal
year a.nd the main Edmonton locatíoncompletcd an cxpttnsionto doLl!)lc its size in

the fourth quartel' qf the current fìscal year. With Uli average store size of ltppl'oxiinatcly

91000 square fcçt,Planet Organic Market storesJocllson sl:ioppcrc6infortandconvcnicnce
.,: _ _ :. _ .':. _ '.'- _::_. _ _ ,_: _ .'. _.' _ .,' .":__ " _ _ _. __ _ _ .' _: '._:,_: ,__,:t_-':-__~_j._..::-:_,-:\-_,_-_:,- .... __ - _ .,." _ _ _ _.._, ,__ _ .,,'.-:.::..'.___ ,._ ___..,_ _ :'..' _

oJCcring a wiele range of ,tunlity products. 'Illslcads to highsalcs pOl' square foot and

highaiiimal samestorC'salcs growth. Additionally) t1icconcopt allows forc:isi.cl' expansion

into other markets as the oppörtunity Cor site tlcquisition and devdoptnentí$ easÎCr to

manage compared to larger sized opelttions.

õ
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í\1rs. Grecn's Na.tut'nl Market
Tlic COi1rpanynceruired Mrs.Green's in 2008. Mrs. Grecn's operates iiînestores in the state
ofNcw 'r)i'k,md two stores.Ìn the state ofConncctIcut. "111(::sc stores aféor sÎmilarconccpt
with it slightly srnaHer size (average nppw;'imatdy 5S00 s'1l1~tl;e feet) tothc Planet Organic

Market stores in Canad~t. lvlrs. Grcen's has developed an cxü'cmcly loyal customer hase for

l:lOt'e th:in J5ycars by pwvidinghigh c(ualityprpdutts and a Cústomcr friendly environment

witI) excellent product selection,
. t".
I-fcalthy's Nutrition
Healthy'sis ascvcl1 store chain located in the 'Iòronto, Ontario area; Tth:\saforiiia'tsimilar
to Sangster'sttttdCocüsc!iÛÚtHitritioiuiI prodiicts aIl! li::hir:iltc1lcdies. Whctlacc/uircd,tbc
Comp:iny'splan w:is to n::hl'and the.stol'es:to Pl:nctOrganicLivil1g,similarinptèsenüi.tioù to
Planet Oaranic Market. Onc cxist:ingJlcalthy's location was rebrairdcd last: yeil' while another

locatiOn was rCi10vátcd and rcopened undertllc new bnmd in the second tfu:u'tèrof the current

fiscalycar. One new stol'C opened under the Planet Org;uiìc Living name in the priot' year,

Oiië sum:closcd carly iii thc fourth qq:irter ofthccUll'ent fisc:tlyear as the Company elected
not to renew an cxpitirig lease. Thc Company is currently assessing whether to continue
withd1C rebraiiding ii,jtiative given the current economic circUlnstances fàcingthc Comp:iny,
and the general state ofthceconomYi particular/yin Ontal'io.

Safigstcr's Hcttlth Ccntt'cs
Atthc end of theyeat, Sangster's lriduded six corp0l'tc-owned stores ai:ídthirty SCVen franchised

locations located tliroughout C:1Jiadà, L1ütl'drnarílyin the West. These arc sm:ilLformathc:ilth
(ooe! stol'CS withå focusQn nutritionafproducts ;nclnn,t~r~1 health remedics, Sangsters produces
over 250cxdusivc private lahel vitamins, mincnt!s, hèr)Js, weight management and sports nutrition

products and also pl'duccs a pmprietary full-colour magazine e:iHed "Natural Living" for distri.

tmtionÎti aU loc,ations. Thc Company assists fhincliisccs in all (:ieets of operations including site
sc1ection, store laYOIlt, jnrorn~ation systcill aiid sales support.

M,anufacturing..Op era ti ons

lì:()phic Canada
'Itophic iSQne ofCanadä'sleading im.liufactut'cl'sofnatuml tiutritionalsupplcmcnts.lt in:iIRl"
hictures and sells ovcr 150 vitantiii, mineral and licrpàlsupplements using the highe~t 'iuality raw
materials and top nianufh.ctllÎrig próècsses. "nic :lcC(uisitiol1 ofli:ophicalJowed the Company to
leverage 1ì"opliic's significant manuÎ.'1ctüt'ng capàbilities with Plarict Organic Market's, Sangster's,

and l"fcalthy's retail customcrbasc.

i; ,
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Performance Analysis

'"1'hc.CQl1owíngt:1J,lcsumn:i a.ri ZCSthq~~Qll1i:ntt\Y'Sk(1y'pçtrC)nn:il).c'eil1dicatQrs.sincclOØ7.

MìijØt ..ìätllvìH4Q.I.t(JmpQ/1CnrS;Jfrç.tHscus.sctl¡illßcp;il'atc$qç.tIolís...wfthin..this..NtP$tA:.

i\l¡ £ìg~tcs.I~.tes;etited:ite.'dtEíved.trQrtltHeCQn1Imnfs¡..intqtíuIRtta::ll1txanl..cQPsø1idìitcrl.
lìn.anci.aJ...statements....wll içll....havc..¡,ct¡.!l...prepal'cd.j.n.lttt;Q rtla.n.cç'.witli...gencl'allxacc~ptç.H

àèÇÓtlfittt).gpdl)(¡¡J?lc.s..CG1;,AP)..¡I)..:.(1~~ll;t(lri..

SUMMARY OF QYARTEiRLY KEY PERFORMANCE INDICJtIDRS
(MILLIONS QF$ EXCEPT 

EPS)

';f

Fisc¡;1 Years 2007

~1 Q;l 03 Q4

'2008

Q1Qi 03 Q4

2009

Q1 Q2 Q3 Q4

Sales

GroS5 Profit li1 10311.2 112 12.6
10;0

tl'512.5 12:.6 12,8

SG&A

EBITDASX(l)

4.6

Amortization

Interest

Nut Othcr
Exp~i15CS

Income (loss)
berorotax

Netlnconie 0:4 0.5 0.7 (0.1)
(loss)

OJJ 0:2 OJ)

0;0

0.4 O.t 0.6 0.7

0.9

0.6 0:1 0;80.7

M

0.1 0;4

0.4)

o:û 0.1 (007)(0;4) ((j¡7) (2;8) fl.Z) t4

Basic EPS 0.01 0.02 0,(ì2 0.00

Diluted BPS. 0,00
0,02 0.00 (0;01)

(0.02) (0.01)

((102) (0.08) (0.04) 0,04

(0.08) (0:04) 0.Q4

Tô'ta'lA$s'(its 23..12452"L8 29,3

tqii~N~tm
! iabilitiøs

.61.8 62;367;.3 66;0 &7.2 ..ø.E)7h67h4
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Sales

SALES BREAKDO\VN(MILLIONS 011 $) (% 01' Q9ARTERLYTOIJ\Q

RetaílUS
,,~w-__'H'H~.'r"~""'''H'''",__''''''''';~'''_~__.

Manufacturing

32, ì

33.1

13:'3 (41 (M))

13,9 (42%)
''''''','H~''''~"",,"t__''~_,,,,,,,~,,.,,,,

""'''H''~'''''''';,..i__',__"". -_~""'~~m;."..__13.2 (41°/())

69.2 (54%) 5L7 (41%) 127\7

Q1 FY07 13,8CS3%)

10,0'(.3))%)27.5
Q3fY07~)~-(39o/,¡) 1:9(6%)-"""""'~ """';"~"""""";"'~--"'''~''''_;''~_....~,,~m
Q!1fY07 17.7(57%) 11Jl(37%) 1:9 (6%) :friO",.."._....--' -~....""'_~_N,,MY_...."",i"-,_ '_--"""~"'''''~___'~__,,,_ ._.."."'.;"_...,.._~~.,",;"'''~''',,,; ,;.,..~~~.'"~".~'..n'
FY07 YTD 63JJ (55%) 43J3 (39%) 7.1(6%) 113.9

The Re,t¡i.l C:inadasegmeJ1t includes Phnct Organic MarkctiHc:dthy's:ind Sangster' 5. Planet Organk

M.arketis,cpmpriscdoften stores (twö in13ritîsh Coluinbia,foul' inAlpcrt:ii three.in Ontario, one in

Nova Scotia). Onc oftlic Ontado.storcs opened in the last 'Îuartcr ofFY2008 while another Ontario

s.tore (1)(med in the second quarter ofthc currcnt fisc.1! ycar.Healthy's is comprised of seven storcs at

thccnd of thexcar,jl1I located in Ont:i:rio. Ohe of the stores openedlate in the third '1tmrter of FYÖ8,
wh ìleanother closcçl during the foiu.t:hc¡üartcrof the currentyear.

As at the end ofthc current year, Sangster's Îfìcludcdsix corporate StU1gstcr's Health Centres and prod-
uct sales to thirty severi fmnchised locations tbrouglwutrnost of Canada. "l1o l1Ulúhcrs of corponitc
and 'rram:hiscd stores varies from time to time as franchisees are opened and closed as part o(1iormal

business operations.

-1'he Rct:iil US segment itìdudes Mrs; GtèciúNatural Markçt with nine loc;iiions in New York 5t:ite

and .two locationsinthc; staicofCÖIHiecticuL A new Ia:rgçrõcornmissary to suppJ)'all eleven Mrs:

Grecnds locations has been ddâycd to the next fiscalycar.111encw commissary wil :tHow greater ca¡ne-

it)' forcnhancíngaì1d j ncrcàslrigthe ddt and the "to go" ~eJectjons at each M.Is. Green '$ stote location,
amI also support new store locations.as they ar~ developed. 'J1ic current cOil11lissarywill continue to
operate until the new commissary is completed.

The Manufactlring ,~egment includes the inanuíåcturíng and wholesale openttioiisof1ì'ophic Canada

locatcdin British Columbia. lròphic has sales throughout C.iiada.

9
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Growth in thcnatur:t1 and orgaliÎc retail environment nppcarsJoh:ive remained neutral to posi-

tivcd.cspite dcprcssedcconoinicconditionsthroughout J)oth Cal)adaal1d the Unitcd Statcs(se~
outtookscctiol1 (or additional commentary). The Company contInu.ccLto execute its growth

strategy this fiscal yearhy expanding the Planet Organic Market store in Edmontorl. and opening

a new store in Olit:triOI with the Ontadostore having opened in thcscctmc! quarter of the current
fiscal year. Annual same störcs:i!csgrowth tsa crit(ç;:lsucccss indic:itor forthe Company's opcr:i.t-

ingunits, Samestorc.sales growthincasurcs th.ë chang'cn sales for Joc:itionsthat have been in fùll

opcnttion for full comparative pcriods. Accordingly, this Would exclude new stotes opening within

the last year. ~l1ic following tahle Sltnii:irizcssarnc sture sales growth this 'lu:itcr compared to the

salle quarter last year, excluding the impact of any consolidati~n climiriatiolls. Data föI' the previ-

ous fiscal year is also provided.

SAM.E STOR.E SALESGRO\VfHSUMMARY

Q1

zoos

02 03
Fîscûl Year

04 Fi(:;i1 Q1

2009

Q2 Q3 04 fiscal
PlaritOrglinic MarketØ

Mr,S. Green's Natural Markets

Trophic Cani:da

Sangster's System Stiles

Healthy'ii

10;5% 26.5% 27.3% 223% 22-4% 19.4% i:6% (0.'%) (2Mb) 5.'1%

9.7% 1 1.4% 9.6% 10.2%

9.4% 5.1% 13.2% 8.9%

O;Ú% 6.5% 7.4%

8.0% 13%

75% (2.8%)

(0.4%) 1.3%

(4.4%), (1.6%)

(9.6%) (1.%)

7.4% La%._.' '..... _.;"""'''-'''''-,--,'''''''(6.u%) (12.%) 0.7%

AII.divislonsexccptl'Tealthy's'sawhcgativesau1c.stote.salc$growtbiP.thc fourth. (:¡ çi:ittcr.of the
ctiltciit.fisqi.l. ycarcoinparcdtothc.foulth tiuartct.ofthe .last .'íis c:ilyc:ir. 'I1ic.dccl incs...:ircprim:trily

attl'iHüt:t/:Hetöthe,ccôn oinÎttcccssiò iitli.i.tt(jò k fLiTlc.tfcctd.utingthecurf'cntíìseal)'êar. iti bôth

c:~tlaeIa'¡111cl.theUS..aÌld.hitíl1:iII.Y .rctai l..'sdttöls. 'Ihe. COIlf::tI1'y saw the intpact. ofthctecdssio n
maioly throqgh lOWer' ratcsofgl'(;w/th.'în custtlfnc r ç;örl1\t.and rëlätÎvcly..f1:itäVCtagetra.iisactÎUíl

v:illtcs.corupai'cdtothc.p reviolts.$sçalycarJorbotliJ?laüc,tÇdtg:tnic:..i\4:ir'kçts..;iì)cIMts,.crr'c,en's

l'rttttl'afNfarKcts..lt.'Ìs.iJitp'ott:itit. tono.tl:fhoWç\ld.t.th:tt'l~Y08s:iwttetnetid,otl$.r:itc:s. o.tgrQwt!if

tJil rticiil:idyil1lílanct.OTgaJiièMnrkc:ts¡whiclicouIH. hivc/JCCirdi flôültIoSüstahi.cvcii.wIthô,Ut
t!iê..C¡¡öJlo.l1icrcvcssi 6(\.

'111ëttliirdsttaightqüárterlydtcli IJC: at~¡'Pl1hici iitlicl :ist'qu:irteroBthis1ìsc:ilycatisp rittarHy

attril:iltap lcto ,.tJle .gciicra.leco no inya$~nophic' scustoiiiCI'SWOUI dbe cxpcriencinglowcl'saJ c.&,

thüsretlucirigtheirpUrdt:ising levels,. Eyidr;nceofthis,illl,e:ttsÎn tiie S:ingste i' CW h oseprö.clüct

iifie..i~sîlrtilat..tomai1y...øFndop.h.ic'scüs.tomer.b:tSe)s:iles...growtli .ni.tes. .whlcl.lhavc.....tutn~d .Mgati.ve

f() rthe.lasttwo tjuartertofthccurrqntfiscalyeiil'. 1.71 owcvcri11oph í.ccxpedcl1ced. pösitivtgrpwth

ô\ietthc'I.,tqyicittsi:tütrtcl,()f12%.
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~an~setl;'SS)fstenj.is:lles'tefle~ts'sa.1 eš.thro~g~).tlle..el1tì.re.Sall~$tcr'.s.Sì'SteIÜi.¡ nêlti,lìn~...J)6tllèo~pOnite

r~wiwn.st . lstores..owncûlo f)eratcûtlirouglifraii.cliis(¡s.dn)taJsY$tenisal~sa rtftii~iic~tí~dof tl)C.
ster's..JJtaiid...Aû.dit¡~llaIly¡the'sJstc.lll...S~i~s...W()ulddì.rePtlyâffecttIie.rranchisetev*

tllW~S ..recottled.PJ,.tl.icc=0rnrJany:isfr:iiichisee.rq)'¡ilty.paylllCmiS..tQ'. the .cötnpanyarcrcvcnuedriycn.

Saleswerc... llegM;lvelyaffectedhythc.gc ncral.'c¡zolloJny.

Sdics..f~tbreâlthjl's ..,vci-c....positivcly.affcc tccl..hythc..i:ehraiid¡ng..ijiîtià~l~ë....tliath~\v..sccs..two

fOl'mcriqealthy~slocatio nsopel':ltiqg.undcr.rhcP lunct,Q rgaiii c LivÎtig)Jalltmrandrt.taxge.tecl
rlirttkGt¡n~l") r(~gnthl.áìhlc4a.tinc.rc!1sirllJh9Jh$f;()teti:.:tmç atid.tQP .Iiiic.sid eM.

~on.rtli.~arteld.Eiidi~~~~11.è....3.?i...~.OØ.9

Yca,l~...qvct;¥eat'.- Conso1 id:itcdsàlcswerc..$:52~5"lh¡in1)llfq.r.thethrce..lli~Jfth$.elt~iødltit)è3Ö¡
..20Ö9.1..t¡0rlf~;trttttò$31. O...II1Ìirìòll'. for.the...SàiWC.Pel'Jod¡n20QS,:\P..J1ieí'c;ase.Q('$l,5.IÙìlIi~ü.C5%Q.

'Ihe.GíiiiaiU,uiret:iil divisì.öl1...saJcs...decreasctlhy$.O/lrni iiiqli(~2~)ove.rthesamc(1u:irter last

.year .asthecçOllô'üiìijcrÌsÎsirrCaii ada:1ffecte:.d.ov(!r\lil.s~llqs'de:sp.itt tlicadditiq¡iQf il. ncw..Plahet

Qrgalliç...niarketstôl'eintll(LSeCOtl~ 'lLfarfêr ofthc..clllTcntfiscatyear.'Chc nt'wPl:inctOrganì::

Market.storcppntributç.d$O.5.. mill ion..öfsul csJn..the..foiirtli. tlll:1rtel....I?articLI.larly.. h :irdhit. were
vÌtalTiÎn.. (lnd.sttpi)i~'iiien ts a lcsthenügh ..Ffcl'I thy'sandSangster'"s....as .s:llcsJmin tho~e:)1¡visionside-

crc;tscdHy$O.3111ilHüWfl'()ul..thelòil.th.....aUl'l'cl'..lllstyeai:.8alcs.in.t1ic i()8...rcntÎL.divisin¡f¡n¡jrc~iscd

..vx$1.S.1iiílllöiICfÕ'%)..övctthc's:tinc.'(lunrtc.r'..i~.t.~c1tr.FlòW~YCr'iei.ì.ni¡natiitt§..tliçí l)ll)aêtó.ffdt~Jgn

cnrrciicy aifferences,. .sates..forthcU~. .r~. tttildív¡sion.'\~Yl'eeftcc.tível!.nnt.tq.tJl('SJinlC..(rttiii:ter.I~st

)'t,1'1.r.Jlic.O,vcr:illsal espcrfo rinanee .fö rtheycar.wns..tiohI11l(JXi1ecC.cslgiYcll.thcs.cyerc. c,cPJiomic
cd.sisiit...th"lJŠ:thüt.âffcctûcl.'iJeåily.every...scètór.òftrieØS..eC:Ð'lQrny.1'hç..uJ:iriP,~1qttttiiiiidf,'isipii

saw..fOtli't.b.. (lrl:iï"tcrslllcsäIso..r.c1tiáiú.'Ílåttú ..tlicsaiue..cl.L1artó.rlast¡ycar..J:Tpwevei:¡..c.s:clu.c.ing...tlic

illlP:ttt..of¡Jttercøiiil),t¡l.l(cliïnÌIiatî.Oiichtl'i~sithc..til:tlu8Ictur'illg.divísi9.asu\,(salçs:dccl'c¡ise..Jiy.5o/a

t?vcl'thçst¡mctJualtel'. Jas t.y.c:iT.Tlic:ûecl'casc.ìsJ :Ll'gely..dltt; to .thyte11ip()rary rqeIt.9tio i~sj 11..pr;pd~
ui:cdçroamfcâiiscdhy.thcçüti:ëntcêùl1bh1Îccrisisandthèi.tcsüRiiigrccluct:ionì.nre rail.salcs.î Íl tIie

vltain i.ll...:tIld....Sl!J~plcli1.ehtal.ê:L.áS....ëvtdêJ1Ced.ijti.fhc...GoinI,iin'y'sNeaitbY';$..uncl.Sal1gstcr~s.divìsiohS.,

~t\liter...9y~~...~~ttêr.~...inônsóiHIatcd..sålês.(lcc¡.ùas.~(i..br$Q:.ßlliiri(J!1C:~%Dì'nqtl~l't:l.ÖWl"

~ltHil'terJsâlesCft'lirth'..(luartercol1parc:i.t()=hir4.ttttal.ter.()'tt1iis6sc,:ilyç¡irj,..111c....Canadial)..rfttuii
$cttuiçrlt..rcported.~:~cçtc:se. of~O,l.. Inillîoli,;..ür:I:ssth¡iltl%lCi'()llJ..thcprì()l'(ltt¡ltei\ ?I1)ìs. SCtt

me~ttW.as.!PQsitive'j'.,iffeGtcd. .b),.thc.o.pctlirig~.fthe'.Hla.iict.,Qr~an.ìs..MarketMai'Rhulll..loc:ttioii

in..l\Q.vel1'lpcrJOQ8hut'"hcg:itÎvely:iffectcdJw.16wcrsalcsin..San.gstcrlS'flricl.h(ç;iltby's"Qne.

bfeälthy's laç;itipl1.c!ø.sccldixl'ÌligilicfóùlJtÎ\'(îu:ti"tcriteIJlest;flt'Í1g:t.p 0 rtit~tlqftht.aei.¡-CáSe..'rht
lJSi:etflil. stgOJcntos'awtfl.ial'te lèovêl'qù:ittctsâIC$ clèct'C:teiRJr.~O:7Inr(lioli,lDlJ .Ó~k.HloWeverjtHc

rnIlcleqrcaseW\1sattdputal::i!è tdcli:uigcsi It. exch:ing¡:..riitqsust he (;iuiiiç!iancLo 11 ltrappreçiaecd

:ifJi~.Ìlist.tha....U$ti9Iiar dutifig'tlic.qü:irteï'. "
'.':-.
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111c mnnufitcturingscgmcnt reported lUI incrc:ise in sales of$O;2 millon) or 12% froin the prior
quarter. 'fhcincreusc reflects ti pi:l.tIal recovery from ,weaKer than cxpcctcdsecond and third 'ruui'-

ter sales. The increase iIi sales in the last two (luartersofthc year is'consistent with manufacturing
sales trends in the prior yea I',

¥c:ir EndcdJune 30, 2008
Cousplidatcd sales for fiscal 2009 were $127.7 tniliolì compared t'i $113;9. mHliol1În hsq12008¡ ~in

increase of$13.8 mílion (l2%).'lhc Canadian retail division sales increased hy $6.2 million (10%)
over last ycarns thG popularity of organic and natllt:al prodi¡cts continued to grow ~indnew locations

were added (two Pb.nct Organic Market stores and one Pl:nct Organic Living store). A.lmost $4.1

million of the increase was due to twol1ewPlanet Organic Market storcsthat were not open for all of
last year (vtiughan and Markh:un Ontario) while the remainder of the increase is attrihutable pri-

marily to themccess of the other PlaiietOrg:inic Market Ic)c:itions which posted growth during the

year of5.5%. Sales in the US rotaíl division incre:ìscdby $7.9 milion (18%) over last year. i:.rowevcr,
eliminating the impact ()C foreign currency differences, the currenc)' atljusted increase Cas dcnomj-

na:tedih US doUars) waí.2% (Òl: the US retail division. '111C COmp:Hl)' Ispleased with sales growth in

the US retail division in light oftheeconornic recessÎolHonditiof)s in the US.

111crnanufiictu1'ng division saw sales decrease hy $03 milion C 4%) from last year. However, exclud-

ing the impaetófcoiisolidation ciitiÏcsas a result ofsales to other divisions,thc manuf¡icturing divi-
sion sales decreased hy only 2%fi'Of) last year, reflecting stl'ongcrsalcs ofl1opliic product through
PlanetOrganie Markets and l;Iealth/s I'ctaìllocations.

GJ'OSS Profit

Fourth~ali:eeEnditigJunc 30,2009

¥(lat ovcrYeat- Grossproftt waS $12.8 milion for the three mont'hsênd.cdJul1c 301 20,09,

compared to $12.6 lniUion torthesíUÜc period in 20q8, n:ii incrcaseof$O:2.millioii C 2% J
lli.eincrease is primarily ;ittlibutaple to changes j n foreign currency translation. Foreign
cürrehcytransl:itioh contrihuted :idditiolUiJ gross pro fit of approximatdy$O.7 millon.
l1Hm:fbre, overall gross proGt for Canadi¡in operations decreased by $05 IniUimi.The decrease

in Canadian grossprofìt fíomlast year is primarily due toncw store openings (which tend
to experience lower gross profit initially üntil a regular customer base is establishcd)aiid the

general economic climate in Canada which,l;it year, had I:otyct shown significant signs of
recesSion, Asa percchtage of revenue, gross profit for the quarter was 39.1%, down slightly from

10.6% for the s:unc cfuartcr lastycar.'Tl1c decrease is p:u:tially:ittrìbutahle to a slighttightcning
of margins fromthe same (lu:ll'ter htstyeatas a result ofthe recession in both Canada and the US,

12
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~:\rtcr ()vCí:~rtrtcr - Fourth quarter gross profit increâScd by $0.2 million, 01'2%, from the third

qwirter on a dollar basis, and as 3 percentage of sales incr~ascd from 38.1% to 39.4%. 'n1C increase On

a doUar basis is primarily the resultof the i iicreased gross pn:ifit pcrcentuge des pi te sate decreases as

rctailopci:ationsiii both Canada and the US contÌrntcdto takc actions to pl'tcctmargins without
excessively affcctrng òvcrallsales levels.

YcarEndcdJune 30,2008
Gross profitforthcycar endcdJune 30¡2ö09 of$49~1 mil¡orriticrcascd hy$a:.2miflîofli 6t9%,
over grossprufìt of$tl5,2 million lastycar, Approxiin:itely.$2.8mili()l Îs:rtt,'ibutablctoi:h:ü1g'es
iii foreign currency transhtìonwhilc the rcmainderis~ittributahlc to'increascd s:ilcs. Gross profit

as a perccnta,gc ofsalêdccreased to 38.7%Jor thc currentycarçomparcd to 39.7% IhStye:tr.
'l1wt!ccrease as a percent of sales is pfimarily a ttrìlmtab Ie to aggressivqJridng taken in the.current
year (particularly in thefirst(luul'ter) to addrcssthe ccoC)olOic rcccssionto protect sales Icvc:s.

Additionally, as with most new retail operatioll, the new Planet Organic Mal'kct'torcs. in Ol1ari.o

(Viiughan :mdM::rkham) arcre::dizihg'c()inpanitivdy lower margins during statt~ui:Hoattrrict a
larger customer ha.sc iothc arca;

$ø.lling,. (§CllcraI.....äl1ct.AdI11.iïlÍsttatî.üi1

Sellihg,.gcl.\ctal...tlhdtiêllüÌrii\itratión. .C;';f,c.fis.es..(SG&:A)...¡.n d.~lde ...thc.di.l'ect.øjJerut¡.II1ß .cxlic.úscs

:lsS().cì.ated..witlieaclinperat¡.fl~....tin¡t.ehCoJnpaSsilig...Occupan..cy,.wages,šupplieSlliatkctiti~,

::dvcrtising,rcpairs,i.n:tî ntcn ancc,t l'itvelip roiii otion. :indpthcr:idi~rin istrativcn:latcd costs.

IfQttt"i:.llCQ~rter Eriding-Jtlrie. 3XJ,1009
Yènl'riycrYe:ir..,,,. E(3&;\cx.f'i: nsësÎiii:reaseû1Jy,$1;2\1i1ilTiÒtrç12%JipJlrc...t:1q:ll'tQrtp:$ll.;~.ni¡1 Hoij

fro.ui..$lO,Q.míl.iiqa .¡I' the..s1fnic....qtl:ii:tcl'las.t.ýc':I...Jl1cii.çrt.tls.eÌS .pi'l.madly.:4g¡;..ta...rlcw..stoi:eloe:iti(1IiS

..an.dgenex:il:inc:tG:lsGs.in.cost$òve.r..tllël)I'¡.O ryeat:,..;:is\vell..as...chalJg'es.lrxf" rt;.ígll..CqrtCni:g'.ctuo.sl.àtiön.

Fo re.ignclti''cûcYttRtlsl:ttionrapi.t'5dfltCcl$0:)iaillio n.aftheirici:cas eWbílencw..støl'dJo.c:niøns

¡lCcptJI).teû..for...$.O,3.....111i.illóïi...()Ët.lîC.!tlcrcåst:...o'lcr.1:hc.. ptior.;¡e:ir; '.Gorpat:itc..SG&tA...cösts.;i11ctt::tse.d

l;)'$ø~~Jiiil lit)ltfrø)iit!lcsnl1ie .LnlartêrlastYCitraS~ddì(;i()lltlJc9Sts werç..incul'i:cd..to.. åd(1rc$sccttaÎn
~oqmraf)c...rnflt.tcrs...CfliO to. ftJlly.descdbed..later. ¡n. this.1VtD&.Aj,..S(J&:A..costs.arecI 0 s ely linkedto.. the

I) q1iilJt;r.öftJì\;¡,sÌi:') rts.an a...löcåtÎorfs i..Accötd¡ hgly,..thcsc. cbsts.:irc.cxp ec:tccl1:ptiseilli:Inl Inrv:tlüe. Rsthe

C!ornp;iixyX!PlltiliÜCS.to....trmwc..Asa.l)c tccll t:lgê..0fsalcš,s:Gt~A.c.xpenses.i'h.r .tl)ct:i,rrc fitS¡ UUl'tt;tWerc.

$4.S%rntlP atedtö.. 32;S%..fottlic .sâ 11IC(lú:'l'tcrlast;ycà!', '111elnçre.as.e ..¡s.c:öiisfstellt \'.itHexpectàtions

.giv:cu I'creri.t.lir;\v.stor:~¡:)J)ëii¡6gs.

~artcr.()vct'...~.artcI'.c,". t;öurth..(fnl1l'tct..~.G~A.cxPfr,isc;.inc"b::ccl..Ij)Y'$.O,i.iliÎ.I.I.¡on).QI"2%1..QVettllê

tJiìr¡; (iua¡:tcr: priulariIY'as.,addit í(jnitlcøst$..\vcic.¡ncul~I.'c(.iil1respcG.tofc;crt:iinrcstruçtul.ÌJig:ictions
tdtkc11l)Y'.p'iaUa~C.rilC.Qt..qÜr¡lnidie.(túattct.. iAccótdi.ilgly, ~t¡¡ a..pei'(;()fltage...()fsalc§¡ ..SG~t\.;¡nçreascçl

fro.rn.31.J%.tö31..5%,
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SdG~çKFensc;s:fqrtbeY(åren\icaJLt!le5QrQO()9~~$~fl.5iliiîl11()lrincreáSe~p)r$~.;11nìiiiorllGtló%j
qyer.SG~expenS.CS9f'$3.S..2.;m¡Ilioii..'I.a~tyear..'rhe....n~;w.storc..l.oc~t¡bnSl'eprCseli~.$2.~I1irIlio.nof~I1e

hiçre.asc,.wh:ilc..f9I'ei~n.curi:e.licy..translation ..accoullte,i'.for.:in...tidd.¡tionaL!L.l...n).ì1li.ö~..~Ili.~..remainde.r

oLthe..hil.l'caseS .al'edqe't9~cner:itGüst.iiicteases'leat'overye:ir.SG&t\..cxpe~ses,'repr~sentcd34..S%

QtsalesfoYthecl1rl;cntycarcon:tp;ireçlto335%. ft~rthc priqrycar; '111e .inçl'casei$witliinthel2oqilo-.
l';ittOli\¡..f;XpectittiollS..l'esiilfing...fl'omthe.nëwstp tc qpCnihgŠ .duriüg thC.cùl'feÜtycär.

Amortization

fourth QEartcJ: EndrngJu1lc 30, 2009 . ..
Year over Yea I' - TotaL,unortizationexpensc for the fourth quarter increased $0.1 iiiilion (t4%) to

$O~8 milion ftom $0.7 milion in the samë 'jlJarter l:tst year. "nie jncri:âs'e is pdii1arily due tOámol'ti-
zatiof1 of fixcd ass¡;ts and defcrred sturbup costs for new store locations (partkuEulythc Mitkhäin
Planet Org:inii: Markctlocation) plus ncwFixcd asset additions dmintJ the prior year, As apcrcc.tit-
age ofsaJes¡ totàlainoi~tization expense for the quartcr increased to 25%, up marginally from 2.3%

in the same ,1lnutcr 'lst year.

~ar:ei' over ~artei' -.l~()urth quarter :unortization cxpensc.waseffëctively unch:mged from the

third 'tuartcl) poth.in dollar terms and asii pcrccntagc of sales.

YCi.r EndcctJut1c 50, 2009
Ainoi:tÌzatiol1 cxpènse for the ycarcndcdJurie 30,2009 of ,$2.8 f1'iilio'¡i inctèascd. by $0.7 millon,

or31%, over amortizatiOn expcnsc of$2J millon fot' the prior yea I'. 1110 incrc:iseisattrihutable

to IH:Jwstore locátions(priinarily Vitùgh:in and Markham .PI:iüct Ol'ganic1val'kct stotes) :itid.

fixed asset additions. Asa percentage oC~alest current )'cal':ul1ortization expeliscreprescl1ted
2.3%.comparedwith 1.8% in thcpriorycar. '111i;: increase is consistent with new store Jocatioll

v,lithiiithc last two years.

Interest

.F()ltLi.H.~âttCi~1Ett(ntlgJitIlejO,..2009

Xêal'.9vcfYcar.~.:~.tálilltcrcstcXIJ.cri.sc...for.fb:fotirtII..aû.artcr..b.f$Ô;~...'.lni.ïl¡öl\'deèrêäs:dhY'.$0.5
l1i.llioni...or.3'3%J.~roin...illtcre$t ..c~J?c.ns'(Jfor.thc..s:inictfuat'tcl'..l:istycar.dÌ'he.:l~urth ..~uartcrthi.s.Y.c:it

t:Ucttcdarcversalof$?.4iniIIJonofintcl'cstcxpcnscthatha(lh:eri...rccogn¡zcdin..thc.th¡r~(iq:ti'tt~t.
kloweYCI',thcJcgalo~:iligatioiifottheadditiomil in tercsthadnötycthcbllCstahlislicd..l:11c.lcgal
ohligatioi). .oêcúrrcd..aft2rye:trcnd..witli.thësigh.iiig.öfthcforhcaranêe.agrecinCl1fs..Cas..desctihdd.

iii.l2ashi.i~in1lncing:ndLi'IuIdítyscction).El i mi r1itti ll~....thej InpactoEtIic.'in tcreSt a(YLtstnicnti the
foiirthcrWtrtcr:ili tercst. expe nsei n. t:hecui'rcntyearwoüld lJe'$l.Omillio!i,Accordiuttly¡:l(U usted

i:,~
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fourth 'Iuartèf"i;1tercst CXPCl1C increased by $0;1 miHîQI1~ or ll% over theföltrthquartei~ l:st year.

AddîtiOl1al íütercst chargesoh the senior convertible notes payable an result of compóurídin!imid
unfavorable foreign cUlrcifc)' exchange effcctivcIyoffsct the benefit of decrcased intCrest ratc:s and

principal balances ()ltstnriding on the other dept F:'1cilitícs. Adjusted intcrcstcxpcnsc for tlicfoul'h
(!uarter this yearrepresented 3.1% oCsalcs, while for the same quarter Iast)'car represented 2.9%,

reflecting iiicrc;ised i:ntercst costs from the I.ntcrcst rate anclforeìgn exchange rate changes.

~arter OVCl" Qlai'ter... Rcported fouithquarter interest c'xpcnse decreased $0.9 miliol1 (I'mn

tho. thii-d qttartcr. l"'Iowcvcrl after adjusting both the cum:nt and prcviousquai:ter interest expense

a$ described abovc) the fòulth quarter interest CXpCJìSC actuaIly onlydccreascd by $OJ'lnilIoi:.

-n)(~dccreast wasprìii1udJy due to the change;~ in fÖl'.êign currency (;,onVersion and slightlylowcr

dcJit Jjalances.

Ycar EndedJunc 30,2009
lntercst'cxpense for the )lenr cùdedJune 30) 2009 was $4.1,millioo,$0.1 miIiofll or 11%higlicl'
tli:U\ the prior yeiir. '111e Company was ncgatively affected h)' the iiüpact of (orcit§n currency

tr;inslationwith the Caj1udian dollar depreciating considerably against the US dollar (or most
of the year. A significant portion of thcCompany's debt, :ll1d therc(oreintcrcst, is dcnoininafcd
in US dqllars. AdditioiiuJI)', the cOvenant breach after the sccondqu:irtcr this year resulted in

a slight incrcase in the Conipany's overall intcrcst r:tes,as penalty interest pnwisions in'the
lu:m agreements took e(fect.

Incoiue (1oss) Before 'Taxes

I:;ourth.Q!:irtci7 EticlingJunc 30,2009
Yen!' overYè:u' -'Il)c Coinpany rècorded carnil1gs befoi:e t:uc fOl.the.rourtb cJuartcr of $1.9 niillon
comp:u:ecl to càmings of$O.1 million in the same qü:iiter lastyca.r, a diffei;cnce of$1.8n1ilIon.

'rho q.dJl1st:menttointefest expense previously noted contriputcd $0.1 miljon of thc difference.
In addition i the foteign cxcli:ingc gaj iiw:iS $1.3 milion higher this ~iuarter tlirtn thcsainc quarter

bt yeal'.Increases in.expcnscs bther than interest and foreign exchange in the'c;urrentquartcr

over the same 'Itiartcr last ycar were effectively offset hy inClcascs in grossproJit.

~arter ovct ~ari:er-'riieComp:iny recorded carnings pefore tax for the fourth quarter
$3.3 milion higher tll~lI the previous quarter. -n)cCornpany recorded a foreign exchange loss
last quartcl'of$0.7 miliòn compared toa $1.4 milloi1g:iin in the current quarter. ''1H: prìor

qwirtci' saw:lI i,infavorabJc change in (orèign exchange nitcs, while the change in the current
quarter saw:i substantial favoJ'ahIccharigc ; n foreign exchange l'atcsas the Canadian d.oIlar
apprc:ciatcdagninst the US dollar. Additionally, the intcrcst:tcljustrncntde;scdbcd abow;!

accounted for $0,8 milíon o(the diffcrentÌài'nn: rciiain'dcr of the variance was the result
of enhanced gr9ss proíltand lower SG&A expenses,

1.5
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¥eûi".Etitlc¿lJtttie50i.2009
lácssjjêfOretäx.iör...tliò.ycar...entIódJÜll.C.3(JJ20.0§..Wtls..$3,$....iùílliotl...torilI'ätcet.. t~ó. iüçotllebeIb.tc..tax

lOlthêpt¡öryórtl'öf~().51nHnQl1)af\tlJffaV()råblectiftei'enCC~f$l~mHlíond~l1ieCöinpal1yl'ecoTtfcd

¡ifordgüëxclnuige.Joss..of$2.5..miIlionirr thecltrrcntx~urco.f)lpareHtoar(m~ìgnicxçhmigcg~ÜI1
ö f $O;5ITiH liotilastyeuraccoiuitÌnttfor $2;8 m ¡I Hon of thcûifferencc,. .lnterestcharge:s\vCl'e .$0.4

IniJlio a.highér..in.thecurrentYear.tliun .£01'. iastJc~rtts.dêSctjbedabövc.11ietcriiaÌI1Îf1frVâdanc~ fí:o rtl

iitsty~uis..~ue..lnrgelytol~ss~s .of$l.9lnÎiii~llincurre(li~ythc~vo.iie~est..~IaiietØrgnniC.~.árket
störesotIsetby.the...p.ösitive irnpacttonetíncoinebefot::~txfl'onrMrs,Grceùis~ pcrtttio us.. tlàllsc.
I:ttctLtö.Canadiilii doUarsand.additiorml..gross .iiiul'gi n Yl'omestapIishedCnnø.diiilt.sto res.

InCÖ111C 1,àxcs

1~()tti:tIl.~:iI.tci~rln(Hng.riüie30,2009
.IlïeGoinpänytëcöi'ded..áii ..ihComëta:x eXFJCilSCof$U.5.Ùiil HÔliÎrith ó.(ôùtth.'1ùât'tcr.reI1i'escntillg

i:hc..hêtàc.yÜSt!iiCrit.töi'etleêt.cüi'ielit aird .flÏ hìl"C.t:iXêspayliJ,le or. r'ëcÒvcl':tljlc Oil. thC.ëÙl'l'Cntyctt'

löss, Iiicluqedi iithe êlirrcfl t 'jùartér¡:iròvÎsidu\vas a$ Ö,3.iniiiiôiii6creas éInt:txâllòw:trice. reëorded

agrtinstft.ttiûrc.illC()iÙùho(as§ch..The totnl taxpl'ovislÖI1.förthe.saiiicc¡iùilterli.styêarwasàfi
çxp.ens.c...().f$Q.$ttiilliqii,. '

¥ê.át'. En.dcdJuitc..50, 2002
~rhe.átltiü:tI;inëörllt:t:i;gr)rövistoIi. totthe.çtttteìltfiscalyeàrÎ$l1I1...cxp(;ilSeøf$2~thoûs:tiid,.

C'oüip¡:ised.ota...cutl'C nt.¡ I1GOnlc.trïxtccovti:yo l'$(1.3iIilli¡ö ii.o ffset.l;¡ja.fhtl;tl'c..irlCÖ1l1e..tax.

eXIJcris(:..of$'O.3million..'ldhe.lnco.tü e..trtxprQvisihtifQttht p.tiórycar:tot.llled$O.Bl1iillih1ll

COlrptiscH-ötaCüti:tI1t.IllcÖJl1C..täx exp.ctïse .ö(1Jô .tmiHi()lilllltd.it.füttti:eÍitcömctax.expense

öf$Ô;lriiìlliOn . 11iclioüiinarcxpe hSc... fâY.t!lC CUrt'éllt:tycai:rbflöçtstheptc"'täK 10ss.øf'$3.3..h1ÎllibPJ

ci:ea~ed¡n.part.b¥expellSCS...tiot..füiry..dcdüctib le.foriiicun~ctâx...f)utpöses.ìn.the..cutrc.ntycar

Gsuchasforeigiiexchange.lossesD..or .n.otat:ill.deductihiefothi~o.llciaxplltP()sesGsuçh.Rs.stöck

!;Meùc;oIIipcl.isatiol))whicn .impacttbeÛlirtl. im:oínetiitpl'ovisiQi).Notc..2.2..tö.the.c;onsolitfated
fi Ii abi:htstatëhieltts.providesä rcconciliåtJØüöfthettifferent:ehctweetl(fxpet:tetkt.axc*pct)S(j

~or..tecove9t~n~ainstp.re~taxearnl. ..... .... ... (Js.seS)t~thc..actttal...åll1nnJIt..tócurçled....Thcef£ecfive

cötporatc..txg..rate...has.decl"eased.sliglltIX..froin....tI1c..priol')lcltl'...rccognizi tigcxpeqteql).lcaae:.d.

ft.ttitë¡àC:ÖfùetaX. tates,
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Earnings Before Interest, Income Taxes, Depreciation,
Amortization, Stock Based Compensation and Foreign
Exchange Gains (Losses) -(EBrTDASX)

EBlfDA ¡sa: non.GAAP measurc that the Company heavily relics ohIo!' inc:isurilifropcr:ttióna!

cffcòtivcness.-i:mrlDA is generally definedasenmings before intct'cst) taxes) de¡:il'cciatìol1 and
atnortization. The Coirípanyfurtheracijusts rmrrDA by adding back stockbased compensation
and foreign exch:mgeg:tins or losses in order to provide mote mcaningful rcprcscntatioÌ1 öfthc
Coinpål:i's ongoing :ihiHty to gcnCi'atc profit Jiom continuing operations i'cgardlcss of currency
and excludiiig paymcntscffcctivcly paid clirectlyhy shareholders (via issuance of sh:ires or opti:öns).
The Comp:myrcfcrs to this measurement ihternallyas EBnnASx. Rcadcrsiire cautioned that
EBlTDASX isa measurement used exclusivc.lyhy the Company in ässcssingits òwn operations and
any comparisons with EB1T01\ 01' othel' l:clatedEBlTDA nieamrcmeiits of othci' organiz:itionsmay
hot bèrclcvirjt. EBITDASX for tht.' current t¡uarter:ind year to date and (or the same periodslast
year is càlcutatcd asf~)llo\vs:

FY08 Q4

$ (195,717)Net loss
Add (deduct):

lacume taxes
Foreign exchange loss (gain)
Interest on long-term dcibt
ArnortiZôtion - ptoporty, pftint
ùnd equiplient

Amortization.. intarigiblesand other
Ambrtiz¿¡troit -finaiiCQ fees
Stock basad compènsation
Interest 011 short-term debt

273;437
(91,374)
862,850
461,094

239,383
45,826

187,665
24,989

"'''~úi;'''~..,,,,,,,,,,,
S 1,808,153

EYOS YTD

$ (228,350)

758,437
(513,342)
3;655,881
1,558,500

3Î3,453
208;413

1,2:37,404
45;897

FY09 Q4 FYÔ9 YTD

$ (~,307; 174)$ 1,446~ 184

471,100
(1,423,415)

711 ~ 194

491,461

29,000
2,299,553
4,102,318
2,054;823

76,289
64,781
19,962

152

,) 7,096,193
""""'~-""''''...'.~''''~''~''!!'''

$6;011,288

2007 1008,.....,;'''''''~~~'''''''''';~-"..~''...;.",..''
fY _ 01._.93...., Q3 Q4 .. FY _

$25.7 $Z7:S $29. '7 $31.Ù $113.9$316 $1;(; $7,1

'.

$L5

7.4% 6:7% 5.3% S.8% 6.2"l.i

$0.6 $0.1 $(0.1) $(Ò,2) $(0.2)
0.4% (2.4%) (0.6%) (02%)

s 7;708

EBITDASXSUMMARY($ IN:MILLIONS)

"Y"""".""~-~""...."..,--m;;"=.,..-"_..~~,,;.,~~ _"'''~,.._~''',..~~''''".....
Fiscal Year

Sales

EBlTDA5X
tlS defined

EBlTOA5X
as a % of Sales

Net Incönie

Nlasa
% of Sal os

6.5%

17

2009'~~'-""""'-""'''''''''''-'"
Q3 Q4 FY,.....N.,.-

$32;5 ~127f
$1.9 56;()

4:0%4.0% 4.8%

$(O.?) $(2.8) $(1.) $Ll $(3.5)

(113%) cit7'XI) 13.6%) 3.7% (2.7%)
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Yeu.L'ovci: Ycai~.""EBITDASX for the cur:mt quurter increased J))' $0.1 m iJìon.; or6%to$L9

iuilHon from $1.8 mìlion from the same Cruartcr last ye:if; rl1H~ Company ):)cncfiftcdJroll1changcs

in exdiangi: !'te when ti:iinslating US.dóllåt delllÌ1Íl1utecLEBITDASX to Citnadiaridólhrsi offset

by losses from new store òpenings (stores opencd siiice the same ctuarter last year rccordednegative
EBrrDASX of$O.2.lniIion i irthe current cfuartci:).Howevcrl as apcrcen tagc of salés¡ EBni)¡\SX
was unchanged froni the same atiirter lastycM at 5.8%,

~artcdy EBITDASXhas shown IìttIe change in the last: two c(uarters ofthcfiscal year compared
to the same two quarters last year. While bctterthal1 decreases) the results continue to be disap-
pointing although nót unexpected given the impact new stores have on EBITDASX over the. first

several quarters ofopcratiou until they achieve profitable net carnings (at the store 1evd)al1d the
severe economic crisis affcctingboth C:uiadaandthc US during the current fiscal year. 'l"here nrc

two PJihet Organic Markct stores and olie Planct Organic Livirig.store that have begun operations
sincc the third tfuai'er last year,

~artcr over ~iuter "'.. Fourth cfum:ter EBll1)ASX incnmscd$O.3 million (19%) over thethi rd

cf.\.iartcr to$L.9 i:iIion from $1.; millon. '11ie increasc is attributable to an increase of$O.2 milion

in grossprofit:llda reduction of$O.1 milion in SG&A expenses as prcviously described.

..tcai~ J~ItdedJüt1ê30i20Ø9
EBITDASX;fòtthe'ycàreiided.Juüe3Ô,.20ü9..\'Jäs.$Ó.Ö..iiiiIl¡ón còiüpáred.tQ .$7J..lllJlliOn....ror.thc

1Jriòryeár)..~LdecleMe ..öf$1.i..111jIIÌ()nJ..or.15~...'nic...decl.ine.wds...(Itiyc.li...largclYby...ncw'store..~.pGilìÍlg;S
wh.Ích...repn:sent~i:t.$.1¡3....1~)il.l.ion..ofJiegative....EB.rrDASX... ~s....a...pc.rccntagc...Qf.salcsithcGlU'I'Cllt .

. y;ear~sI~Bll'I)AS~,js1.8%c()lnHaJ'cdt(\(¡.2% las tJ~ttr..11îe.ddctcas ercJlc~tsthejiiipa:tnC\v

st?:re...o1,:nii .. ... ............a(l~f1.earni ng;sandthe.iHip~ctnrthc-r~'lucti()n ...ingrosspr~fitpcrCe;tltagr:

Whilc.essen t¡allyn on-:qutilltifiablc¡the...ccoiiomíc.i:cccssioli:x1s(,!iaduninipact.ui...ikB.iTØAs~

inthc.cúrrCnty;elJi'.lJs...th(zChrpbl'átì6il..S~t\V.s.jgúiHcaht..l'edüctìdäS...hi...thc..i'itêòfgtówt!lQ fJ'oth

såles.åii(Ìtiui'íJ)er.söFtüstÖI11Crsit'.Ú1ÒSt..Störcs.

Cash, Financing and Liquidity

The Compmiy significantly altered its capítalstructure In:the prior year primarily to financ.c the
acquisitioiiofMrs¡ Grccii'siJ:mt also to fimdJuturc expansion via davdopingncwstoresaúd
upgrading existing fadlities/r1ic capit1tl stnictUtc now indudc$scycral long tenifdebt îristri.uiciltsi

including tcrmdebti rcvolvÍng debt aiid cölwcrtible debt. At the timcdf(inanóng il1Jùly 20071

tlicCompal1Y had total credit f.'lciltics ofUS$125 milion (U5$21.0 nfition tClnidcbt, U5$l1.0
milionconverti¡'le deht, US$7.5 milion rcvolvct debt)) of whìch US$32.8 milion(US$18;9millon
tern) debt¡. US$lLO million convertible richt, US$V) inilUò'n revolver dcbt)was outstanding as
atJunc 30) 2009. After January 31 2009¡ no further draws were available under cxisting term loan

fàcílties¡ although revolving creditfadlities rcmuinsiihst~nti:iJi)' ~w.iilahlt inan.:unount believed
to lH:suffcÎent for current 0ï)cratÎng rbC(uircmcnts. .
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Allofthcdcbt fãciJitieswcrèiriitiålly denominated in US doHars. Due tathe strengthening of the Canttdi:m
.dollar against the US döllar from March 31, 2009 to June 30,'2009¡ the Company recordcda$1.4 milloil
foreign cxcliangegain on US thJllaHlcnorninatcd debt held in Canadian dollar denominatcd::tcoùnts

di.iriiig the fourth Cfuärtcr of the Cltrrcnt Jìscal yeai', i"Iowevci', rOl' the year; the Company recorded a total

fùt'eign exchange loss 6f$2.3 milion as the Canadian dollar depreciated considerably against the US döllar
fiomjune bst yeartoJune this year.

During the cürrel1t fiscal year, the Company was able to successfully negotiate with Oncófìts lciidcl's
èuahlíng tht:, Company to borrow againstsoine of the origiiuil de!)t facilities in Canadian dollars irlStead

of US dö!l:ü'si thercbyreducingits exposure to foreign cxclumgc risk. During the fourdHlüa:rtcr of the
current 6.sdlycar, the Coinp:m)' made (t drawofUS$20 thousandündcrexistÎiig US dollar revolver facilities.

The Company docs irot spcculnte 011 foreign exchange. Htlwcveri it docscloscIy monitor foreign cxch::mge
rates:nH;' Company believes that a tn.ix ofCanadiaii dollar and US dollai' debt will allow a lìatttràlhcëlgc
against föi'eign e:.;change riskas the Company's operations arc closely divit!c(lbct;\Vccnthc US and Canatl:i.
However, hecause a m::jority of the dcbt is still denomÎnatcdin US dollars, the CompaIi)' cöntinues to be
exposed to fot'èÎgn currency fluctuations.

PrincîpaI repa.'111cnts on the long tèrm dcht during the fourth quarter of the cuncnt fìscal year tot:ilcd

$0.1 milion with tot:d estiimitcd scheduled rcpayment.~ to Junc30, 20IO 0($1.8 milion. '111e Compariy

made a very nominal draw under its revolver lacilticsduring thecuri:ent CjUi:rte1'; For the yeal', theCOh1pany

made a total 0£$5;9 milion ín draws on existing term undrcvolver loan facilities, and repaid a total (1f
SiLO millicHli for a net incrc:tse inthe oiitstätldingdebt ntJu!1e.30,2009 of$1.9 milion. ~niC convertible
dtJJt fadIiticsfeature no payment dfeither principal or interest until Octobcr2012i with the principal
j)al:uic¿.ihdany ,içci'ucd and compounded interest due in full inJuly20H. The Company neither Hii.:ised

1l0nvas late ()fiany principal or intcrestpaymcnt since the inception of the loans in July 2007.

Under existing dcbtagrecmentsithcre arc five financhli:atiO covemmtsfhat management r1y
o10nÎtors andrepolts to the lcnders on a cluartcrly basis. '111e ratios arci i) tota/leverage nitio - calcùlàtcd
as tom! corisolichtcd debt divided by nc.ljusted HBlTDAjii) senior levci:age ratio -c:L/cuhtedast.ot:d debt
les,ssubordin;itcd Înde:btèdness (senior convcitible notes payable) diviì:kd byaclLrstcd EBlTDA¡.iii)riNed
char¡recover:igc ratio ... calculated asacYusted EBITDA pIUs consolidated 

cash renbexpense less capital
expendihircs and income taxes paid divided hy cashintercstpaidplus scheduled debt principal repãyinents

plüs consolìdaú:d cash rent expense; iv) intcfcstwverageratio "'- calculated as ;lclusted EßITDAdivided.hy
C:önsolicl:itcd cash interest expense, and;v) capital e~i;cnditut'c, liinits.11ic covcnaiitsäre based blya rollng
twelve month:period aI1d arc calculated after c,onvertinfL amounts to US dollars at actüal aver:Lgc cxçh;inge

rates in tel'.
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A sumtm:uyofthe covenants for each '1uarter thiUiscal year and atJunc 3012008 is shown pel ow:

Jun. 30, Z008 Scp. 30, Z008 PêC. 31, 20Ö8 Mar. 31, 2009 Jun.aO/ZQQ9

Totallcverage ratio

Sonior leverage ratio

Fixed charge co

4,12 4.4;1 4.88 5.36

3.24

6.44

3.83255 2.92

1.20

Capital expenditures $ 1,151,082 $3;01.6;975

1;20 1.13.~---
3AO 3.30~

,$3,567:,042 $;.il,$33j829

1.0 t.üs
3.a5

'n\C Comp:tn)'was in qnnpliance with these coventl.n.ts through to Septen11:ier301 2008. However,

for the quarter endedlJcceinber 31,20081 the Company l:l'cnched thctotalleveragc ratìo. Further-

morei for the quarter ended Mal'r.l 3.11 2009; the Company rcrnaincd in i)rcac!i ofthc tötallevetagc
ratio and tilso breached the scniorlcverage ratio. The covenant turt§ct for the totallcvClage ratio at
Decemher 31,2008 and March.3'l, 2009 was 1.75 or lowcriindthescnior leverage ratio targct was
3.15 or lower. At June 3U",2009, the Còm pany was i II breach of the total leverage nl.tloi the scniö.r

lcvcr:igc ratio and the interest coverage ratio. At June 30, 20091 uridcrthcoriginal loan agreements,

the targets (Ol! these mtios were "1.25 or lowcri2, 75 or Io\vet amI 1.00 or highu i'cspcctivcly,

'nrc ratiocovcnant hi:cacheshave ¡"ien repottedto the lend,crs:and negotiations hà.ve becn

uiidcrway siùcc March 2009 to find a resolution, Since the first1miach, the lenders have peen
in a position to dcchl.re an the loans in dcfiiult and dem:i.d payment. If this were to occuri

the Corporation wouldl:ie förcèd tb seck fil1:incing Itorn other sources to mêet deht rcp:iymcnt
nceds. Although credit markets appear to bestrengthenHig, there is uncertainty whether suffcient
funding would hcavailahle (1'0 in currcnt fenders or other parties. I tis impoitant to note that thc

Corporation has not liissedany interest orpriirdpal puymcntssince thcinceptfon orthe loans.

'1110' lenders and the Corporation have been ncgoti:iting to find an option that would allow the Cor~

poration to continue as a going emiccrn, iticluding probal,le l'cncgotintïoü or the loan tigrcC'li)cnts

and the coveoants therein. On May 6, 2009, the Board ofDirèctors agrcèd in principle. tò.ccrtain

pro posed tcriis and conditions ¡:mt forwa.rd hy thclendêl'sthlitestid:ilishedthèJliiscforfüture dis-

ÇUSSiOll and initiated certaiìiorganizational changes. NegotÌatioJ)scontiúùedthroügh to Scptciw

her 25, i009 (Sq!Jsc(luent to thcbalance sheetdatc of these consolidated financial statements:) when
the parties eJitcredinto various forbearancC' agreements respc¿ting tlielöanS'with tin cffcctlvcd:ite
ofAu:gust 1,2009. Pursuant to the temaofthe fod)camncc 1igrecmciitsi the lenders have agreed i

subject to certain conditionsi to waive their rights to cal! thch)l1nsduetoth6 specific existing

covenant preaches untiINovemJ:)(~T 30, 2009 (the forbc?r:incc terminatîond.i.e). COI1:tC:ilipor:ine.~

ously;thclo,m agrcctnel1ts have beenaincnded tö revise applic:iblc interest rates ~üid reset certain
financial ratio.covcnanti;.111e impact of the rcviscctintcrcst rates fr6m'tlfè forbearance agreetnents

has Clot he en reflected in the consolidated finaiicÎ:l.l statements foi' theyear endedJune 30; 2009 M

rates were not pút into effect tmtil thc forbeamnce agl'ccinentnvere sigi1cd.Ul1dèr thefoi:hcar:tncc
agteel11ents,cffectiveJttly 1,2009; the livc)'car term loan and the revolving loans wil bear interest at
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LIBORpTus6% per annum OJ' ABRpius 1.5% per :UllHun; at thcoptionorthe O::rpömtion.
Additi(mallyi the interest on the six year tcrrn loan wil bear interest at UBOR plus 10% pCI' älìnum

with n stated mÌi1I111unLl BOR rate of3%; or ABR plu,ç 9% per annum with it statediniiiirnutil

AJ3R tate of'f%. However, the Corpotati() can defer cash payment of apórtíon of the interest

on this loan tintil loan cxpiratioJidate. ~niC senior convertíhle notes will bearintcrcstat 17%

per armum LmtilJüly 3, 2012 andsiihseque:ndy af19% per aimuin untìlinaturity.

Under terms of the forhearance ¡igrcemcnts, for Junc 30, 2009 covenant têstptipbscsj theintere5t

coverage ratio wis reset to 3;00 imd the fixed charge Govcrage mtib w;is reset to 1.05. Accordingly!
the Corpor:i6on is iiicOlnpliancewithboth these amended ratios atJune 30,2Q09. 'T1icsc two ratió
covenants were ;:llso amended för the first C(u::uter of the ncxt fiscal year. '1'1C totåFlcveragel1ttio
andthe senior leverage ratio were not amended and the Cbrpòt:ition rcinains in default ofthescj
however; fOllbwing the forbearance termination datci these wíl he rcvisitcdwith the lèüdcrs and

rcset if àppropriate for periods heyond the forbearance terminatÎon date, T() dntc, the Corporation
is in compliance with all covenants included in the forbcnrancc ngrcçll'ents.

TIie covenant brcaches.:md subsequent negotiations have:ilso rcsultcdiü in-depth opcnttiol1aI
reviews that have resulted iii several key man:itrcinciitand. Ol'gariizational changes. These:te more

fully discussed in the Outlook section.. ..

'niC Corporation is optimistic that neg()tiations with the rendcrswiUbc successfùland complctcd
y;ithin the tiinefnttnc no\V estahlished. -l() date, all principal andintcrest p:iincnts have continued.
to he made tothclendcts such thatthc respective loans :i:e all in good standing as to thc date of

this MD&A hüt (or the covenant brcaches.

Both the totnl Ieveragearid ,çcnior levcragc,nttioswcrc :dfcctcdby lowel' thaiunticipatcd acljusted

EBITDA (refer to l1BITl)ASX discussion above for more infortnation). However, the covcnaiits
arc cidculatcd after converting the Corponttion 'srcsultstö US dollars; AccordinglYi the chaniJc

iiiforeÌgn currency exchange rates had a sigüìlcant negative impact onthcca,lculatèdratios:asthc

OS dollàr signific:intly appreciated air:tinst the Canadian doll:tr during 
most of the eurtentycitr,

thus dccrcasingEBlTDA derived from CanacLian operatiOlis. The Company believes itwoiikLnot
have breached tIiC total lcvel';tgc mtio inthc second tiuartcrhadexchange rates staycd consistent

wit.h thetlrst ciuarter, H owever¡ the covenant would likdy h:we becn breached in the thirdc!uartcr

notiethelcss. Additionally, the breach orthe senior/everage ratio would nothave occurredin the
third t1u;)ltcr h:id cxchange rates stayed ncar first quarter Icvels~

Consistent with the third quiirter intcriin 
rep ott, the Company has continued to prcscll

all long-term de!Jtnndco!lvertiblcscnÎornotcs inyahlc as part ofcurrentJiabilities all the
eonsu1idated fil1anciåI statements to reflect the potcnti:ilthat (he loans could I,ccomc fully dtxc.
:indpayuhlc \vithiü the next twelvc months should negQti:itiqns with the 

Icndel's be uiisuccessful.
This presentation resùlts ina signif1cant negative working capital POSitiO~1 ~ttJunc30, 2009 of
$27.0 milion,dn1c \Vorkihg c:ìpit:al position would have been positiv"c at $6.8 inillotl ¡(the long.
termdehtwas prescnted in long~terìl1li:thìlities and thccurrcl1portjof) ineurrcnt liahlUtics,
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Cash and Cash Flow

AsatJundOi20091 the Company had cash and eashcquivalcnts of$3.0 iiüHiotl1üf(scthy¿urrcnt

pank indehtedll(jssof$l.5 inìIìol1 (01, a net Ikiuidc.ash position öf$1. IrríliCin;"'ll1ìsi:omparcsto

a net neg:itiveposition 0($05 minion at Junc 30, 2008.Thccharigc is prirnarilyattríbutablc to the
rcdtiction o(outstanding h\tnk ilHlcbtcdness through posìtivt; operating cash flows and new borrowings,

HISTORICAL CASi~1 FLO'V ($ INTHOUSANDS)

opcl'ntions
hefom non
cash working
(tlpitaf

Working
capital changes

Cash froml,91S
operations

Cash from
financing

CaslHrom
investing

Foreign
exchange(t)

Net cash
change

Ending cash
position

Working
capitaf
position

28,633 644 1191

(33,1?4j

(2,576)

1,249 2,935 3;008
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Fourth Qgai:te1' EndingJunc 30,2009
Yeai'ovci' Year -The Company recorded positive cash flow frOtlJ opcnitions herorc woikingcapital

acljustmcnts for the fourth quarter ut$lJ millioii¡ up $O.6mmion or 
790iJt'ötü positive c:ish flow.

forthe saine quarter last year öf $O,71riHlioll. 'I11C increase is prìrnadlya. rdlcctión off()ürth quarter

exchange rates on US cloJlardenomÍluited operating results and lower 

interest expense (rcfcr tointerest discussion above (or details).

Cash (rom financing activities duriiig the (ourth Cruartcr was $03 millon reflecting PJ'illCipid repayments

on loiigtcrli deht or$O.'l iùillion offset hy an increase in bank indehtedness 0($0.8 millioli. 'nie

rcpaymeJits of long terindebt were according to scheduledrepayinents. Long term debt repayments
for thcs:ul1e tj'ti:irtci' I:st year were $1. millon while hank iiidebtedncsSlrlCre:ised$0.6 ri1illùn.

Cash used in investing activities during the c¡uarternf $0.9 inîllionw:is directed fJrliúarilytowards
completion of theexpansiòn of die Planet Organic Market stör'c in Edmonton, Al1jèrt:i that
continuedtliroughout thci:¡uarter.Therc were no other m:yor capital projeêtsöthcr than the
EdmcHlton expansion. Il.is project \VUS suhst:uiti.ally completed at the .ctid ofthc yc;u. Estimated

CQsts to (;omplcte this: project subsequent to June 30, 2009 ;u'c $0.5 millon.

~artcr over ~a('ter -' Cash flow (¡'orri operations before \';rorkingcapital changes in the

current e¡u:irtcr was up by $OJ millon (i'om the third .c¡uarter prim:uilydüc to tIlC acljUstinent

to interest expense prcviously iiòtcd. Operations hctwCC!lqu:irters did not change signifiCantly.

Fil1:iìlcìng activit)! in the currelltc/Ulirtcr included an incr"asc inl:iank indebtedness that: morc

titan offsctscheduled debt repitytttents whcrcas.in thctbiJ'dt1uartefl increases in haük indehtcdìiCSS

were lowcr. llwcsting.activitIes in the fourth '/i:rtel' compriseçl in:iÍnly Ofcoiist;ructioii activity
fór thç Edl1otiton Planet Orgmiìc Market stOle location whíchwasstJlJst:wtiaHy C.o 

mpJè ted
during' the fouri:hcjttartei'.

Ycat EndcdJunc30i 2009
Cash now (j'oiiopemting activities before wòrkìiig capitri1 flunges Were 

$4.5 million for thc year
endcdJune 3Q, 2009, a decrease of$O.ltniIibli (2%) (rom Ihe$4.6 mili.on from the prior year.
T'Jecurrcnt year was negatively affcctcd by losses associated with two new Planet Org;mic Market
stores that were not open diití ng't1lc chtire previous fiscal yeai' offset to a certain extent by changes

in foreign currcl1cyratcswhen tral1slatingOS doll:.rdenominated results to Canadian dollars,
Changes in tlOIl~C:.SIi working capit:t1 items were nomil1al ìiiduringthc c;urrcntJe;trçomp~rcd

to cash used of almost $1.0 milion for the saiiic pedod last yeür.Thcdi(fèrcnceis mainly dtlc.
to timing of cash il1flowsand outflows pertaining touccounts payabfe,:iCCOlll1tsriiceiv:ll,le
at1d prc.paids. Finai)cingactivitìès in thcpdoi' Je:.l cl)i1tiibutec! cash of$29,1IniUion:isthc
COIl1pany received signifiç,Ult dcbt¡:m:.cccds ii;thë first c¡uartcrlast year to fundtJ1C ac~¡iiisition

of Mrs; Grccn's.Ukewisc, investing activities in the prior year cOiisisted of the Mrs, Green's
acc¡uisition for $33.0 million (all ofwhichoccurl'cd inthc first 'iuartcr bstye,ir). Financing
activities in the cui'rent ycal'1 wliich provided cash of$L8milion consisted primarily of sclwdukd
debt repayments, as wel! as Some cOlivcr'siol1 of 

US dollar dcnoinin:iteddc/:twith Canadian dollar

~,
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dcnoininated debt. IIW(:stingnctivítiès in the curfcntyeal' were limitedpfimarily to the C()IiSti~uction

ofthc Markham Ont:u'io Pbnet Organic M.arkct store and the expansion of thcEdmonton Albcrt¡i
Planet OrgllnîcMarkc.tstorer while iii the prior year r~mds were primarilyfor construction of the
Vaughan Ontario Planet Organic Market store and renovations in i':fe:dthy's.

N'c\v Accoun tìng Po I icies

Effective this fiscal year) the Corporatiori adopted !lew accoUliting policies as described bclo\v düe

to the implcmentritionofnew accountirigstand:trds :\s speciúcdinthe CrCA i:-landbook.

a. Capital Disclosures
FI1e Corporation adoptcd the rccOlnmendations issucdby thcCl CAi n new accounting standard

Section 1535.- "Capital Disdosures". Section 1535 specifies the disclosure ofi) an entity's objectives)

politics and processes for managing capital; ii)c¡uantitatìvèdat:i about what the entity regards as

capital; iii) whether the entity htts complied with tiny capít~l requircments¡ Mid iv) if it h:i not com-

plied) the consequ.cncúofsw;!i Hon.compliancc.;' .
'n;c CorpQratioli'S o1:jcctivcs WhClllranaging capìt:darc: i) cnsul'csuUicieiit !íç!uidity to support its
financial objectives and execute its strategic :mcl oper~tingplåiis; Ii) cns,urc debt covenants :;rc met,
and; ii) rnaxiinize and protect sh:i.tcholdcr nluc. As prcviously noted) the Corpoi:tion was not
able to meet all debtcovcnants duting'thc ycar.c- rcf~¡'.t¿ disçiissìon in c¡~s It, FirtanCÌng and. l.I'fuid-

ity for further discussion ofthcimp:iet this has had on thc Corporation.

111cCorporation considers its total capitalization to include all iritercst bearingacbt)induding
p:.ik indebtedness, loiig-tcrm debt (includingthc cuncnt portion thereof but cxcludil1g U1UUl1~

ortized financing fees)) senior coiwertiblc notes p~i.able (including accl'ed intcrestthcl'eOJi but
exdudingun:unot'tized financing fees) andsh:ucholders' equity, net of cas1,. ~niC calculation is setout in the followihgtahle: .

June 30, 2009

$ 1,486,514
24,768,645

June 30;2008

$ 1,594,591

900,955
19,158,988

Bankìndebtedne$$
Current portíön of !eng-term debt
Long-term debt
Current pörtiön of convertiblc'sen¡or notQ5 pìiyable

Convertlble senior (iotespayable
Accrued interest on convertible notes payable
Shareholders' equity
Less: equity port¡on of convertiblenot(~s paY8bfe

Less: cash

12,793,000

3;979,208
24,351,680
(4,200,315)
(3,008,131 )

11,216.700
1,570,215

29,180,567

(4,200,315)
(1 ,l38( 131)
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Pl:mct Or£ranìc is required to effectively tn:magc existing capital, ilS well as seek adclit.ol1alsòurccs

óf capital! to mai ii tai n continuous growth. Accardi iiglyi fhe Corporation docs i:iottttrrcntly Í)ay

dividends in order to tnáximizcav:iilabJe capitaL. 'File Corpol'ation tnanagescapitål lJl'imariIy

through investt11cnt in additioii:tl retail space för stores in C:uuida and the US. Additional retail

spacccoines in the form of new stOres oi'expimsÍonof cxistinglöcatians. 'n,c Corporation does
not usuallytakc :mownership interest in land or buildings. Howevcr) capital iscX:fjcndedinthe
form oflcaschr:ld improvements and features that cnable'thc Corporation to cXfiand its hràiid

reach and recognition. Thc Corpor:ttion has historically heavily rclicdun its cash flow (rbin

operations to fqnd its capital development prograni. In the prior fiscal year! the Corporation

signifie:ntfyincreasi:d its cxte1':iJ bon'owing thl'ugh term loans! r.cvolving loans¡ ¡liit! senior
convertihle notcs. These debtinstrufTents comprise a m:~orit)' of the "c::ipital under m:inagcmenL

Refer to commel1tary under Cash Financing and Uc¡uidity for discussion of the status of the
Company's long-tcrm debt and rdatcdcovciiants.

h. luvciitot'cs
'n1eCorporatÎon adopted the recommendations issùed by thëCICA in new accounting standal'd
Section 3031- "Inventories") which requires ÎIiVclitor:Îes to lJC measured attha lower of cost

and net reaJizaJ)le value and provides guidance ali the detcnniii:.tionufcostJincl udinLE allòcatioi,

of ovcl'wads and other Custstu invcllto1'cs. The standard also rcciuii'cs the 
use of either first in!

first out or weighted aver:gc cost fornmla to incasurcthecostofinventorlcs of similar nature
and. usc. Tèclmic/ues such as the rctailllictIH)'d¡ used to measure cost ofil1ventol)', ma)' be used
if the results approximate cost. "rile adpptÎoii of tIl is standard had no impact on the CUl'el1
01' previoits operating results of the Corporation.

c. Gcncralstandanls of financial statement prcscntl\tfon
Effective July 1, 2003¡CfCA H::uidlJook Scction HOO.08A ~ .OBC ... "GencralStiuidards of

Fin:incialStatement Presentation - Going Concern" was adopted. 'I1H~rc is 110 impact OJ) the

consolidated interim financíaJ statements asa result. Iyingthis'šection.

,L Finnncialltltrumcnts
'nie Co.rpol'atîon adoptcdprospcctivclywithout restatement! CICA H:mdbookSe,ctious38ó2
.- "Fin:mciallnstrutlents ~ Disclosure" and 3863... "Financial Instrurncl1(S - Pt'cscnt:itiOJi", which
requircs additional disclosures toenablc users to evaluate the significance oflillanciaf instruments
to t:hcCorpöratioli's financial position and pcrfol'n:mce. ~alitativc and clLiahtitativcdisc!osùrcs

1He also provided tocnahle users t:oev:i1uate the nature andextentöf risks arising rròrn the

CorporatÎuiidS fin:irici:iliì1strumcn ts as further: descrÍhed below.
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FaitvuIiie's òE íinanchl instnuiicn ts
The fiirv:iluc of aUJ):tl\cial instrument is the estimatccLamount that the Corporation would receive

or pay tosettlc the fìn:thcial assets and fin:incìal liabilties,as at the i:cporting date. 'T'he following

tãplc suu1Í'rlarÎzcs the classification of the Corporation' s financiuJ ü,stn.ll11cnts:

June 30. 2009

Oösigiiated
hotd for Loans and
trading recéÌvables"""--"'-"'~*","

$ . $

June30, 2003

Designated
held for
trading

Loans and
receivables:

financial Assets
Cash
Acn;iiints;r

'I':.:, '.. $

$ -

oihcr
financial
linbiltios

total
'çartylij
artduht rtîít'Válub

$ $ 1,486,514

7,886,651

Total
ciirying
amount

$ 1.486,514

7,886,651

Fair Value

$ 1,594,591

7;054;883

'n,c canying ainOu.nts oft:àsh,.:\ccounts rcccivàhlci !J:ifjk indebtedness, accounts payahle :ind
accrued lial)i1ticsapproximate their fair values at the i1alancc sheet date. due to the short-term
nature ofthcse imtruments.The fair value ofthc noteS. receivable appl'xÍinates

Other
finand.il
liabHitîes

$
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Thç (:\ir value of the Co 
lìiO 

rriti on '510113' term debt andconveitihk senior notes payahle have bCCh
(.~stiinatcd hy discounting futun: cash flows at l'1.ks that would be oflèrcd föl deht of 5ltnilar imituri-

tics anilcl'cdit qualityherurc any unamortized t/'Hlsactiön costs. Due to the rcccfit voJatilty in the
crcdit m:ii:kets and thecovcn:mtbtcach previously descrihed, the Corpòl'ati()l expects 

tIi at it would
hcsuhject tôa higher credit sprcadapplied to both variable and fixed ntteÍi1Sti'ufìonts aile! that the
terms Of the coiwcitible senior notes payahle wouldhe different, pai:ticularly pertúning to the can.
'version price. Accordingly, the carrying value offimuici:d liahilties exceed their cstinwted f.'tir value.

Credit 1'sk

Credit ti~k is the risk that onc pai't)' to a (inancíal Înstmtnciitwìl c:iusc afin:üicialloss fôr the
othcrpartyby failng to discharge an opligatio.!), Financialîl1strtuncnts which potcIititi:ly subject

the toi:oncentrations of credit risk corisL~tprimariIy of accounts rcceiva):lc ål1c( notes

rcceiva ) c. cCompany'sÌ1i:tximum exposure to credit riskii¡;i:cpre.scl1tcd by the c:tIJing amouüt

((::n'll! acèounts rcccivå/::lc and notes rcccivablc.11icCompany pcrfbl'i1s ohgøing credit cvaluatiòìls
of its custo inèl's , fin:tnèülconclition and limits thc ainountof crcditcxtenclctlwhcn c1ccrned
necessary 'I1w Company docs Iit have :1 signifìcantcoiiccl)tratîon of credit risk in atiy pal'ticu!aì'

gcog'niphic orcustomeÎ' sector. The Company maintains adequate reserves for potentí:t!credit

losscs :1.5 estimated by in:uiagciiienL Changes in the reserve asatJunc 30 are as foiIows:

..........;,~----'''~~,-'',,' .;'''''--''"...--...,'''';.o...''''_''' 2Q09 2008""'~""~U~~N"""_,""''~-',......,..,''''..__ ',.~"""_"""'~,~'''','_.
Balaìicc, l)èg'ill1ing' ófpodocl
Provision for doubtful accounts
Amöunts charged òff; net of recoveries

$ 137,481

421910

(77,665)

$ 88,352

70,895

(21,766)

137,481
Balance, ei of pct'od

."".""'~-""',"---".."""
$

-,

102,726 $

Payni:cnt tCl'us:m," generally net 30 (bys. Gross accöul)tsi:eceivable as. àtJul1c 30, 2009 were
$Ji897/176 compared to $2,151,285atJuiie 30, 2008. ¡\$ :l'tjuiicJO, 

2009, the aging category
percentages of accounts rcceivable (net of :dlow:mce) wci:e as follows: 81% currcnt, 13% 1 to 30

days.past duc, 3% 31 to 60 days past due, 2% 61 to 90 &l)'S past düc and 1% over 90 dàys past due.

Liquidity risk
LiqUidity riskiNIie I'isk that an entity wil encounter difficu:lty in meeting öhHgatióüs associiited
with finaiicÎit! liabilities. As prcviously noted, the Corrp:inywas iii htcich ofdebtcovenànts as it

JUIlc30j2009 (rcfertodiscussión onC:u,hl Financing and LIcfliidity). Althougli the ColiTpiny's
k~l1ders arc in a position t()~dcnùi.nd the C:oinpai)j"s debt) they havè' notdonèso andhavc entetctl

into förbcaranceagreeinCl1ts with the COmptUl)'. 'n)CCompanycol1tinucs toh:i:e access to rcvölv.

ing credit E'lciltìes(tötallng $1.7 ruiIlon and a furthel'cvolv¡ng facility ofUS$2.3niilHon) that
ensure it haSsuHiciciit ~'laa:ible funds to meet current financial requirements, til thcunlikdy
event that the liegotiations witfithc lenders :ire lli5ucccssful following the forbeàrancctennination
date, the Coinp:inywill)c forced to seek financing from öthCl sources in ol'dùJ' to meet futw'e
óbHg'ations, including I'cpaynicntof cxístìnfr debt.
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klliefollowiüg.t~J~Ie.Sttlllïlarizcs..tÌlc.itntlts(;oul1te(lqo.iitràqtlt:tliH¡ttUrttÎcS()fsigüiíìqrii1trì Iltt11çihl

l¡tibîlit¡cs.føt..th~...twelv~..in().iltlipedöds..ended Jnll.c..$Q...ullder.loaii.....facii.iticSi;iS....they .cxi.st¡;d...as..a.eJUl1C

3Ô,2ÕQf;krYottakiiigiI.HO. c:ol)sider:ttloTitftc împ:ic;t..f'.Ölli the CcQVeIH1Jit..J;reachpn: vi()usl.ttlisciis$p.d):

1'0l1g term debt (il

CoiwcrHble5ènior
~~êS payable (2.)

2010 2011 2012 2013-"~¡¡--'~-~""'_"~.-mi..,,,
$ 3,527,157 $ 3,33'1,275 $ 6,885,899 $16,609,437

3,638,018

2014 Thereafter

$ . $ .
3.633,018 24,253,'54 31,529,490

$3,63\8,018 $6 i.a8p,2SS

(1)lndu(1r.s'
(2)lndlides
(3) Amoi.its cor

rnenls,at inwmst rates íri eíle(i¡¡~ ill J!JIW 30; 2009.

PI)j!IUQnI.S.

. dNloiiitiated Ln us doll¡¡s "rc exchanged ¡J tlo JUt'ejn, ioo~r exdîimge fate.

11\c Company's bank iitdchtcdriess¡ accounts pay:thlc and accrucdliabiltic$ ar,c shoi-t term in n:itul"c

which are due in the next twelve nionthsaiid accordingly :U'C not included :d:ww.

Interest t'n:tedsk

Intcrestrate risk is the risk tint the fair value offuturc cash flows of a financial instrument will

fluctuate b~cause of changes in market interest rates. Financial instrumeilts that potentially subject
theColüp:u\y to.interest mtc risk consist pdmarilyofbank indebtedncss and loqg"tcnn deht. .
Interest rates arc variable depending on rate maturity terrnsas sdectcdby thc Coin:pai\yandrnay
vary iiiaccordancc with thcprovìsions contaJiiedin thclending agrecflentsbasedoii LIBORratcs¡

bank pi:me rates or Bankers' Accepmnces r:ttes, 'rIie Company does not currentlybold \lIlY financial
il1struments that m.itigate thÌs risk and m;iimgcs ïiiterest rate 1'sk primarily through the selection of

short tcnniiiterest raterencwalpcriods.1lic Company has licncfitted from a general decline in short
term intcrestrates siiicç theinccptioii of theJo:ins hyusing this strategy.111c Company cstim:it.cs thrit
a ioOh:isis point increase (decrease) iniJlterest ratcs¡ with :dlother variables constant,would result
in an increase (decrease) to long"term interest expense of approximateJy $0.3 mHlion per year,

"'Fhe sc:nior coiivertible notes payable bear interest :(t fixed rate (or the term ofthe contract.
Accol'dingly¡ interest expense on these instruinents isnotaffected by dutnges in interçst rates.

Cu.trciicycxchtillgc risk '\
Currency exchange risk is the risk that the f.1.irvalue offuturc cashfloyls ofahmll,cial Ìlistrumcnt
will fluctuate hecause of changcs it) foreign exchange rates. "'niC Company operates in the United'
Stntcsand is exposed to riskfrol1 changes in foreign currency rates whcnt1lnslating results from
the US dollar to the CanadiandoIlur.Additionally, the Company's coúvcrtihlc senior 110tcspa:yaJilc
.and a portioriOfIol1.g-tcrin deht arc deiioinimttcd in:US dollars cxposil1gthcComp:u'í)' to cl1iinges

in foreign currcti.cy l'atcs.11\c Company mitigates cash flow riskprincipally through the natuniJ

hedge resulting from the opor:itìcHlS in the t,JS (induding.sules and purchases denominated in
USdolJars) thu.tprovide sources of US dollars sufficiel1t to s:.tisfJemrentforeign denomiìiatcd

lüiì,ìltics, "n1e Company estimates t1uit n five cent increase (decrease) in foreign eidiarigc
weith all othervariiibfcs COl1stnntl would result irulti incrcase (decrease) iiiiict 'income dfapproxiinittcly

$0,8 ïn ili on perycRr and:ui increase (decrease) in cÓmprchcnsîve loss of $l. millon.
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As pi:ev'ioiisly nutcd¡ the Company is rc,luircd to c~dcuh\tc its loan covcmintsin US dollars, thus
rcqüiring cOI1Vcrsion OrC:IllUdi:ll EBITDA (as defincdiii the Joan agreements) into 

US doHiis.
Duringthc cUl'rcnfycar, thc Cimacliandöllai: dcpre:ciatcd cpnsidcr:ibly, negatively affecting El3riDA

and, in p;¡rt¡ cau:sing the Corporation to brc::ch several covenants, Alternatively, if the Canadian
dullar appreciates relative to the US dolbr, then EIllTDA would be positively affected. Foreign.

cxc!i:mgé hedges would iiot addi:essthe conversion orCanadian döIIár dcnomillatedEBITDA to

~ US dollars, altlwughhcdges would be avaibhle to addrcssUS dollar: deiiÒl1'Înated dcbt:payinents.

Upcoining Accounting Polkies

In Febniai)/ 2008, the CICA issucd l"landhoúk Söction 3061,,- Good\vil :md Int:uigr!Jle Assets
that supersedes Sections 3062 ." Goodwil and Other l.ntangihle Assets and 3'l50 - Research and

Development COst. S.cction 306'1 provides 
addition:il guidance on when expenditures quali(y

(or recognition asintangiMc assets üiid rcciuiresthat costs can he deferred only wliet) relating
to an itcmmccting the :definitioii of:tn ,lssct. 'niis hew actountingstai1dardis cfféètivc'for interim
or aiuiual fin:incial statements relating to fiscal years beginning on drafter October 3J, 2008 and

willhc effcctive for.thc Corporation's next fiscal year, The Còmpany is currently assessing whether
application of this liCwaccountingstand:ii"dwìl :tlltn\! for pre-ope-riing costs tupe dassificdas
intangible assets,

In Fchruai:y 2008, the CanadianJ\ccounting Standai'ds Böard eotifil'ned th:it Canadian puplic
enterprises will need to adopt Intcrriltion:il Financì:iIRcpol"ting Standards (IFRS), efFective for
years heginning un or :iftcrJ~mii:u)/l, 2011. Accordingly~ thcostand:uds wotdd be crfèctivc for the
yc:ir cndedJunc30,2012. r'Jowevcrj the interim report as at September 30, 20U would be reported
under I FRS, To the date of this MJ)&A, the Company has rèceivcd external cönsulting proposals
to assistiri the evaluation of the impact in convertìiigta 1FR5. I'IOwever, in light or the daht

covenanthreachesandQthci'sìgnificant. Ch~UlgcS to the örf~àl1izationalstructure 6f the Corpoi'atÎol1,.

m:inagement has condl,icled to defer the IFRS asscssment Uìitil the second Cju:utctof the 2010 fiscal

yeâr. It is Cxpcctcdthat.FRS impact l'evicwswouJd hetoncIuded in thcthitd andföurth alJartcrs
òfthc iicxtÛscal yeat,etiabliiigthc Corporation to prepare a pro.:for1l:i bahuice sIicct as :it Jtme30,
2010 under fERS.

In January 20091 the CICA issued new l-Jandbook ScçtionsJ582 - "ßusIiicss CombÎnations") 160J

- "CömolidatcdFin:mcin) Statcrncnts"1:ind 1602 ~ "No 
n-Controll ng Intcrests" that sitperscdc

cun'ent sect/oiis 1581.,. "Business CÖinhilllttions" aiidl600 - "ColuóJidatcd Finai1ci:i1 Stitcmel1ts".
lhe.'se Sc¿tions shall he applied prospectively to busiiiCSS cmnbinatlòiis for \\thichthe acquisition

date isartcl' June 30,2011, E::rlicrndoption is pennittedif:ii cntitydisC!oses th:it.£'\ct aiittapplics
each of the new sections concurrently. This new section 

\v:isäeáted to coi:werftc GAAP \vith ¡FRS.
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Share Capital Information

TIie Compariy has one. class of Common Shares :indol'C class of Preferred Shares. Both ch,$ses of

sh:u:csh:wcan unlimited Iiumber authorized. There arel1ò PreferrcdSharcs outständing to t1iedate
of diis MD&A.

Comiuon Shates
Tlic following tahksummadzcs the number of cbmmon .shares to June 30, 2009¡ and suinmal'i,zes

the impact on commOn sharcsoutstünding shoulctall currently is,sued w;immts tindoptions he
cx:,ercised and an COiwcl'ti/jlcsenior notes pttable he converted.

Outstanding at June 30. 2008
Shares imJed onexcrCÎse ofwartnnts

Outstanding at June 30. 2009
Issuable on exercise of optiom (described below)
Issuable on exercise of ants (described b()low)

Isswibla on conversion convertible senior notes payable (described below)

Potential cornlion shares oiitstandion

Duritig2002¡ the Company sold units of the COinpanyconsisting or shares and warrants to putdiasc
additional shiites, During2003,ccrt:iîn warnints wcre exercised upon payment o(the warrant value.
r n July 200S! it was discovered thatcoinmonsh:ire ceitific:iteshad not been issued for 30,000 wacrants

rdthòughthe W:ll'al1ts h:idbeen fLilly p:iid up. Accordingly, on July 21,2008, the Corporation issued

30,000 common shares without proceeds.

On September 2312009, the Corpüratiol1 applied to the 'TSXVenture Exchange fot' the issuance
ofl9,808,453 bonus shates to one ofits leüdcrslAres Capitàl Corp'i a related partYI.at a deemed
f.'lir vallie price I,a.èdol1 recent trade activity of$O.H pcrshare fbran aggn~gatc valuc of $2;773,183
toctimpcnsatetlie lender foragreeingto ltmend the term loan faciHty; The shai'os were to he subject
tocert:iÎli holding) voting and cuiiccllation conditions an.d provisions asngreecl between thep:uttc:s.
-111c TSXVenturc Exclumgcini.tiaIJyappl'vcd the application subject toccrtain conditions that

were satisfied bythc Còrporation. SUhscc!ucntly, the Corporation determined not to púrsue

theissunnce ofthc sh:tn::s as on Octopcr 15,2009, the TSXVcnture Exch:tngc rcvoked itsiniti:il
coriditioimlapproval and imposed additiotial conditioiis that prevented the trniisaction from
proceeding. Asa l'cstdti the Coi'poration has formally withdrawn its ~ipplkation with the -rsx
Venture Exch:uige withotit issuìnf~any bonus shares.

There have beenl1() further common share transactions since Oetobcr9, 2009 t()t'Ì1e d:itcQfth¡s MD&A.
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Options
'111e Company lmsappl'vcda stock option plan whereby the Company may grant optiöns to
employees, èonsult:uits, offcers and direc tors totalingup to 10% ofits issued and outstanding
wmmonsharcs. Given this limitation, 3,466,479 total options areavail:ible t6hc granted.. - - .
As at June 30, 2009, there wcre 2,151,50Uoptions oiitstandiiig. Each oljt/on is cdrwert¡hle
into one con'imon share. Outstanding stock options as atlunc50, 2009 arc:

GtantDatè NÜrtibctöfuptíptiS~"""~;;""'~__,m_,..._".""" "',",.
Fel:kuary17,2q05 1,303,500
JUfy3.2007 8215,000
Júlyia,2Q08 25,000

Exercise Price Ekpiry Datu
~,.._.'''''.,~,..,'''''~,..~.,'',.,''''--''''',.....,,,..~...-('';..'_k....,,,.~~

$ 1.00 February 17, 2'010

$2,50 July 31,2012
$ 2.50 _,,"" JltIL16',,~013 _"'",__,_"........,.._"H~_"',,_~_'''''',~~'''''''''',..

2,154,500

Durit'ltfthe year; 25,000 opt'öI)S were granted to 'a senioi' employee with :tnextrclsc ptícco($2.50

and an expiry dntc of July J 6,2013. AdditiouallYi dUrÎog the cUn'tnt )lcai', 300,000 options granted
on Al,igust I, 2007 cxpÎ~cd unexercised ~Hld 100,000 9ptions gnintcdon April 12, 2001 expired

unexercised. A furfhci' B1000 Uliv'cstcd options graoted on July 3, 2007 were e:incdlcd.

Thcre have I'rccn no shitrè option tmnsacl:ons from June 30, 2009 to thç date of this MD&A

VJ.'trr:ints

In connection with the p'ivate placemeiit of cöminonshares inJ uly 20Q7, the Company issued
whole shai'c warrants that entitle the holder to purchase one common share per wun:uit:itan

exercise pdce öf$3.25 per shú'e. There Wen~ no chans?s to the warrantsduring thçycrtr and

there have beetl nówal'ant trai1actio¡ü fi'omJulic 30; 2009 to thedatc of this MD&A.

Convertible Senior'Notes Payahle

~n)e Company issucd convertihle Ì10!:CS in July 2007 that entitle the hòlder the option ü) convert

theprincipalaluoul1t plus any interest 
outstanding into common shares at anytime prior toJuly 3,

2012 at a conversion price of S3.33pcr sh:u'(.\ As at JUl1c301 2009, priticipa.l and interest outst:mding

on the convertihle seni.or notes payable was $15,9$lly852às dcteni1incd undei' the 
terms of the debt

agreement and cxch:uigcd at mtes it) erfect atlunc30¡ 2009, l'Íád conversion rightsbccn exercised
at June 30, 2009, :i total or'l,802,358 commön shnrcs would he issued. As. interest continuesto
aCCl'ue and the totaroutstandiilg balance of the notcs¡ncreases, the'numher ofshal'csthat woüld be

issued if conversion was exercised wouldíncl'case accordingly. Further, cxchangc ratefiuctuatiotls
impactthc iiuinbcro( shares that eóuld he issued as the clchtis initially denominated in US dollars.
Additionalfy, these convertihle liotesai'ctalJable by tliè Company at anytimc prior to 

maturity
at it rate of 115% ofthc outstandiniE principal and interest Uf'l toJ iily3y 20U, then at 100% of tbe
outstanding amolint untÌI maturity.
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..it..i5..tlic,~~I;pariyds..p:oliC~ttoco nduct..aII...tnnis:tctí~ltsaii~.~ettlc .arih~i~.nc7,s...~tiíth..l'clatc~bpartié5

?I~...lxiarlcct..'t~rIlds.rtnd.c~llditio~s.....~tt~r~.ingb(lthesetrarl,5a~tio 115...dll'e....rc:o,l'aed..~tthe.cxcb:llg~

v:tluc...i.ll.tlie.alll111ait~ris.~,.I Îclated.ú.nrtncial...st:tteiiicnts .whicll..JnRn.agernelltC()ns.id~r~~etl~ivalclit'

iri"aiQctoairal'nl'5.lel)gtlltrai~sa~tiön. Eurycarscn~:~Jui~C 3~)th,eJoHo\viJl~transacdol15

()çi:urred.with .rchtted.pnrtics~fl'Oln. the.drttcthcCfll'içywasidcntificdàshcinga..,rd:ttcdpnrt)t):

6,5:36;400

Fratlchiseand othi:rrcvenUé (2)
Cost of sales Çl
50 eral êÜdádminìstratìonexp.crisiis

(4) 531,951
85,142
20,000
6,594

(4.267)
407,586

553.659
259,'61

18,000
Legal(S)
Occupancy (6,
Markctii,g and prOlnotion ~(6)

Recovery of marketing i:nd promotion en
Interest on long-term debt m

(4,267)

Included in .accounts receivable
In ounts payi:ble and accrtcd liabilities

I ongti:rm clebtand ,Iuscnior
notos payable (éxcludln9 unamQrtized nancing feus)

134.6t7
384.269

31.729.;3H

O)11\.t~i:J~.~l\J~qt¡ÒlJf.~teY'¡tht;tlSrqrtl~rsRGI\tÌSq.i~fN~r\1r~J¡i¡)(ja,C:¡)r~y¡I)...I'?KrtÍliut~f$.I)SØN:itlIrafEíø~4s'tIJat.a.rwo",n~a()r.c()n'.

.~Olicddi~ce~I¥orilid¡r.cct~.by~.¡lii:i;to r.an~i.~i~JiiHcallt.$I.~~.rc holdcrofthcCOllJ paii)' .a.ti(lwìtlJ~.cmtönmr (101033 56S.Sask,.I,td').tll:it.is
ownc,l.and.i;()ntipllcd..t!Îrcet!y..!iy..a SeQ ¡or .c.xcculivc.aildhis...SI19!JSc....ofnIHi.(jj't!lc..Corporatrpii'ssubsidi.a.iies, ..'., ;..~,...".". ..;, '. .;'., .~. .~.
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Outlook
'j)

'111(: Com p.anyhas grown pi'irn~irily through acquisition ofi:ctail outlet') anç! mallll£1ctul'ing

operationsi~tlû::. ¡nost recent being the ace¡ ilisitiOIl dfM rs. Green 's in the densely populated

northeastern US in FY08. While the Comp:inyirìtcnds to continueto grow in 
this fashiOií¡

internal gl'wth of existing storè locations; as well as new stOI'C locatiol1S¡ also plays a signifìcal1t

role in the Company's plans. There was one new Planet Organic Market store located in
Markham Ontario that op,mcc.l duríngthc curi'ctlt Iìscal year. The expansion of one of tiie
Planet Organic Mal'ketlocatìons'ji¡ Edmonton; iiicludìngthcadniinistni.tìvc oftccsi commenced
latelastycarandwas Siihstáiitially completed during the thii;d quarter this yeal'1\ndthc c~pai).ded

store was fi.dly opened to the public irithe I¡¡st quarter.

'111c'Company has secured a.lc:tse for a new coinmissáty location f()r Mrs. Green's. Ho\\rc\lcr;

the curn:l1t economic dowl1tüm and higher than an tieipatcd. COhstruction costs have resulted
illthc Companypostponingcoiwersion ofthc facility to FYlO or uhtiIthc cconornicsituation
In the US stahilizes. 'l'he new coinmi.ss:iry, once completed, \ViI cmible Mrs. Green's to cXljand

deli andpi.'eparcd foocCselGttions, and support ¡my new Mrs. Gl'een's locations. A project to add
a third Mrs. Green's location I n Connecticut was cancelled 

during the year in light of thccurrellt
cC()l1ornÌç.si tLi;rti on.

Economic conditions deteriorated ìfcantly to the point of rcccS'sion'inbothCaiiad~i ¡Uit! the
US 5Ìnce the cnd of the last fiscal y ny is not immune to the farrc;tching effects of

recession as seen igniÎtcant decrcase in the rate of growth of Same stol'cs:dcs from the pdor
year, However, tli mpany continues tò believe it is ina strong position to meet thc cli:illeiigcs.
DuriiigcconoiniedifIculties, itisÍncvitablc that consuiiict spending wiI bc reduced. Indeecii

consumers arc more likely to reduce their spcnding1Jy Cl'tiiig out Jcss and purchasing more
foodJor preparation at home. Nlost of the Cornpatii s products are food and food rcbt'ed which

historJcaJly ¡ue not aflccted as significantly as (lthel' types of discretioruilyspending and.Vihich
máyin faccsccsalcs incre:isc¡ at lcast iii volume. Additionally, consul1cIsofötg:inicantlm;itural
products arc gct1cr:i.lly more.c.ommittcd tó continuing to purchase thcst;pròdiictsilndtcndto.

be less likely to move away fl'l' tbislifcstylc. HOWCVCI"i pressui'cis ex¡:icctcdto.corifinuc;att:ic
sales andgross profit level for the IWxtsevcml 'iuarters as consun'ici'S are unlikely to havc the

same spending ability as prîut.to the recession.

~rhc consolidated financi:i. statements for the year cndedJunc 30,2009 have been prepared on

a going concern basis which contèmphitcs the I'ca.lbmtionof assets ::nd liquidation of liabilities
duriùg the nonu,tl courscof opcratîöns. However, as.d.isclosed in the annual consoHd:ited
finundal statcmeiitsi there arc material uncertainties related to certain adverse coiiditions
and cÝents tht marca.st significal1 doubt on the v:ilidity of this :isumpt.oa. During 2008~

the Corpoqtion entered into various debt lign:cniCiits'J'irîmntily tofímdtlic:icquÌ$lt/on

of Mrs. Green'sN:itural Markets. Under thosc dept ::greemeùts,ccl'taii,Hnand:il ratíos"arc
included in covenants whichthc COl'p~jr:atkHlIcpol'ts to the lenders on a quarterly hasisandi
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as noted, the Corporation is in breach of certaXn debt covenarlts. As-a resült, tbe Corporrttion
hàs chssificdthchidcbtcdness related tothc breach ;¡s cutreiit liabilties in these consolidated

fimi.ncial statemcnts. This has contributed to asignificant working capital deficiency; Furthermore,

net losses) caused priimi.rily by interest costs anct unrealized foreign exchange losses, Ì1avecreated

:til accumulåted deficit as at J Utic 30, 2009.

Negotiations with the lenders t() rcctii)' the covenant!Jrc¡¡ch :mdentc-rinto new loan agreements
commenced early 11\ the third ((uaiter. Subscclui:M to June 30,,2009; the Corporatíonentered

into forbearance agreemcnts with its lenders respecting d),c loans. Pursuant to the tell)S ofthc
forbc:u:anceagreetl1ellts, the lenders h:ivc;tgrccd, sühj~cttoccrtn.iiiconditionsl to waive thçir
rights toc:iIlthe loans ducto the spccificcovcMllt breaches until Novcrnber 30,2009.111 the
evciit continuing discussions with the lendcrs are not successful in l'cfirmricing the Corporation

:ind l'cscttingthe covenants after November 30,20091 the Corporation wílbe forced to seek.
finànc:ng from other sources to mcet deht repayment needs if the current lenderS ,1emancl
repayment of the outstanding àrnounts payable. Although ci:cdittnarkets appc:ir to be strengthening,
there is uncert:tnty whether suffcientfuncting would he available from current lenders or other
parties.These t:ctors rnã)' indicate the COl'p0J:ation wíIbe unable to continuc:as a going concern.

'nie consolidated final1çÌ:il statements for the year ciidedJuiic30, 2009, do not reflect the atlustmellts

to. the carrying v:dues of ::Ssets and liahiltles ahdthe reported expenses and haJunce sheet cbssifc;ítions

thatwould he nccessary Were the going conccmassml'iption ínappr:òpriatc. Aii)' such ai:ljustments

couldhe materiaL.

Thc'Corporation wil bc responsible for certain fees and costs incurred by its lenders in conncction

w1th renegotiating terms ofv;iriousloan agreements, including entering intQ forbearance

agrcemcnts.l11eCorporition estimates these costs, jndudinLfcosL~ íncum:d diicctly bythc

Corporation, at $250,000. Uiese costs wìl berecordcd as fimmcìal instl'rnents transaction

costs in the fiistqt.iarter ofthc next fiscal year. Additional,I)', ¡nelle first cfuartcr tlie Corporation

wil als,o rdlectadditional amountsowíngto its 
IindeL's asarcsult of the forbcanll1ceagrccllei1ts

totaling US$l,525,OOO,11ûsamQuntwas added to the outstandingprincìpaI haI:tnces'of the

six year term dcJJtand the senior convertible notes pay,tl:ile arScpteinbcr 25) 2009.

As previously noted, tha Company is working c10scIywith itsleiiders in light ofthc covenant
breaches. Part of this work includes a comprebensive J:cview of c:urrcri:t opcrationsandcorporate
structurc, including engaging a reputable investment hank to assess the possiBlesa(e of ccrtairi
assets or business units. As a result: of this ongoing review, CCIÜ.i1i retarI di"isionsrnay be divested
with pn,)cecds to pc applied against outstandingJoan balances. Itmay also he n.cccssai)' (onhe

CMpoi'ation to considerfurthcr divestitures to s:itisfyits loan oi,ligatiolis.

AdditioMlly) Planet Organic has also undertaken a restructuring of 
its Bo:lrd ofDirectorsal1d

senior m;:mageme!ltearn. OnM:ty22, 2009, the CompanYl'qilaccd:its CEOwith;an intel'm
position ofOfIce of the CEO whose membership is,ompl'scd of the Company' snewly created
position ofExccutivc Vice PrcsidclifBusiness Development, one of tiie Company's directors,
ándan outside.cor1ultant with expertise in corpontte restructuring. Ascarch fiil' a permanent
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CEO has been dëlaycd until finalization ofthesituation with the lenders with respect tathe
covcn:tntbreaches. In tvhy 2009,tw.o new Board rnemhersfl'oni Arcs Capital Corp. Wetd

appoìntc:dto the Bo:u:tt(Mkhad Arougheti, Danid 
Katz)¡and one former Boatel member

(Roy Sangster) resìgncdfi:oJ) the Böal'd. Additionally; in Septembcl' 2009, the Board replaced
.Îts former Chairperson ;,vith Brcnt Knudsen, who also forms partoftheOflæofthc CEO.
Tn Septembcr 2009, the Corpomtion created the position of 

Executive VíccHre~~idcl1t, Husincss

Development and appointed Danc11 Kl'ssie (formcrlyVicc President Busiliess Dcvelopirient
and CFOsitioh. Appointed to thepositioii ofCFO WaS l'Vai Boutin, fOl'llerlythe
Coinpai ector o(Fin:ince. 'The Company's cxecutive management contínues to review

all aspects ofthè Cot¡iOratioiù structurc and activities.

Risks

Like:iJ\ lmsil1csscsJ Planet Organic and its management team deal withvatiom risks that threatcn
its al)iIty to achieve its strategic direction and accomplish its vision, Ani(mgthc!iost significant
l'sk F.d'ors arc:

Foi.'cigtiExch:tttgc ....allo fthe Cöinpany'sdcbt\vas in iti:dlydcholiiinatcd id UScb::!Jars;

¡;lèì\vevc l'llcssth:Úl hal Eo fthc Co In pany's revenues rtrC.dellQ111inâtcdiiiOS do llars,with the

Iliitòtíty.dmiò111inat~dl¡n..C!llia(li;tndollRl's..Açc~ rdliigly, ..di;\ogcsitrthc. ~Scxçhangc.r:U¿c~n

$igiimcantl~.affecttheamoiulttba.t\vì.llhe pay:thlci..whcn..thc.dèbtlnatu.rcsiaswelJ.:s.the..amoünt

ofintcfcstc:q:mnscrec~rdedruidrorpaidcach pcdod,~nic.COtnpaiiyx~C()r~cda~()I'(:¡gil.~~c hange

los$öf$2 ,3. .rnillion. dùi'ing.th c..currcilt;Yif.arico mparÇ!iìto11.gaiiio~$"Q..5njil lion torthc.priorycad

duetdthf:.detëí'iol'û.tiòü..ótth¿eàn~çri;ln...cIQII¡lr.sitlcct!tc...en,f.otlRstYCål'..WhilefuturóexêI1iitlgê

tätèscäiHiotÌ1cacburâfcIYI'lrediqted I.. sÌuçethe....c!lcl Q nhö)'cattq... tbeclatcot'thhMD&A,

tllöClafiadi:.ndôl1âr..li:.tsiiIJpreCiMca.in:v;iluc..ug¡iiiist.tlie.. US .doHat'. .

Gcnetâl.Ècött0I11X'''.US .witlic\te ry.òthel~coastuner..Jj~scdhtisincss ,.thc. CotülJtiityis..sül1j eet töehê

genet'alecòúoniicConditióús wilhih .thcll1arkctsito pcr:ttes.J\s.. cton 0 nüc.cóllditio 11 s dctctiö rate,
CÖnsût1'lcrsredùcc tlüiir.s pendi ng.HöwcvctJ m au:ige:l1c n tlJeli eVe.sthätc;() ns tITlicrs,.w1rCJif.i.ccdwìtli

ccòtioùiJt:.. hàltls !lîproftc 11 tcducc.thcftc(l11e.npy thcy.. eätxmfjll1çLoÛte.rcUstrctiöh:üyspChd.ingitihd

Jnorcpto ne.t()ContÎtliictoptirçl1¡tsC.. food.. tliat.ishcttcr rørÚiern .nnetfol'thc.. environ incn t...provided

US:ltidC:uiada..has ..dcteri ()rat~~.coris¡clcrahlydurinífthc .eUl'rclîtyc:irland çOlitintlcss oinc\\'h¡lt...t~.
thecfate ofthis. MD&A. withinajOI'CCoilOlllÎ C.liCWS affectingpl'ltcti c'liJly.a1 Ii lldustriCsxndwith.imij () r

g(JVGl'litùèiitibtel'\,ciitio ú...Ec611ôiniêJ:ÎrClIHisl:uiceshavcp eornpted the.C:öl1iIJany to 
ètelaySÒiì1e

expälisì611plå.iis 1.l1tilthcecoiiomici;íl\¡;ttjp1rinrpwvcs .(.iifott~îll atcIy,..thcleügth an d de íJthô f

th¿cürteri.t.C:C()llÔin.ÎC .situa tiall..l'CHl:tilis'.unccl't:iin.
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Interest Rates - Approximately 35% of the Company's outstanding debt bears ii fixed l'ateof

interest for the initial term of the lonn.l11c rcm¡tiniligtS5% is. subject to variahlc rates ofïntcrest,

either based on pri inc lending, hankel's'acceptanceor LIBOR r:tes. Accordingly, the Company
is subjeèt to viiriatlons in intercst r:ttes and would incur additional interest cxpense should basc

rates increase. Altcrnativdy¡ adcdhic in rates wouldh:ivc a positive impact to intcrcstcxpcnse.

During the third ctuarterof the cm:rcll liscalyeåri the Corripany saw aníncrcasc ingeneraJ interest:
rates¡ however, rates havcdedine(:Lsigiiìfïc:mt~1 .during the fourth quarter.

Changes in Consumer Ptcfercoccs - the Company has built itsreputation on providing high

'luality natuml and organic products. 'ntC North AmerÎcan m:u'ket (or these products has risen
còmidcriibly in receiì years, supportcd"bya popuhtion becoming ¡nore concemed withböth
thcfood th~tt they eatOn terlns öfe¡ualîtyand healthfulitcss)andtheimpact thatfood imntuction

. has on the eùvironment. While the Company anticiintes that growth in thi.s segment wil continuei
n1,magelhcnt cannot.accuratcly predictpötcntial changes ìI1,töhSumei: preferences that could move

them away from naturul andòrganic products nor c::m it predict the impact the economic recess'ion
m1Jhavc oÍ1 consumer spending p¡ttterns.

Availabilty of Süpplicrs 1lnd Pl'odttcts ..", The Company üikcs actions available to it to ,assure

access to tjuality products from its vendors through contracts ~md agreements. However¡ access
or :lVaílahiIity c:tiinot be guaranteed due to the risks ltssöciated with food production (weather,

diseasc, etc.) an:d thcrdativdy limited number of$lpplicrs. Additionally, with growing demand
(or the Company's 

P 
1'0 ductsi tllC possibilty ofincrcascdc.ompetition at therct:iil level from other

natural food stores could result in increased prices for pi:ducts and increase the risks associated
with possiPIc ìiiCtcttsech::ompetitioii (ot' potentü1.Hy limitcdsupplies ofpi:ducts.

Food Safety and L'lPcHng - There is incrCased govci'iuncntscrutiny and publiçawurcncss.of
foods:ifcty issues. Management believes that many customers choose to shop atthc Company's
storcsl)ccausC of their interest. i 11 health, nutrition and fc?od safety. Although the Com pany has

cöinprchcnsivc (dod safety proced.urcs, it al1ticìpatesthat customcrs:~'ì1 hold it to a higher standard

thanwnvcntional supci'inarkets, As aresuIti the sale of contaminated food. products, or the pcrcep~
tion of such sale by thcCoinp:uiy could have a matc.rial ::dvcl'se effect on its operations. Indeed,

tlùisalc of contall1Înatcd ()fòduct by theCompanydsdircct còtnpetitors could also li:tvethe same
impact. The Coinpany cndeavoUl's to employ best practices for the.storage anddistribution offo.od
products :irid also aètively supports coiisumer awarenessöfsafe toodh:indlingancl consumption.

.11te Company strives to ciisure ìts products have Îü(mmative nutritiònaJ labeling so that custö.rncrs
can makeinformedpröduct choices,

PcrsoIH1ël.- 'n1cCompany'scmployees playa signìfcant role in the success. of the Company.
"nie conduct of the Company's bùsiness aIid the execution of its gi'owth stl'atcgyrclyhcavily
Ol. tc:ul1vorkand the Company's future pèiJonnanceund dcvdopmcntdepends to a significant

extent on the ::1Jilties, experiencc and efforts of its managcrneltt team. The Company's ::bility
to rct:ln its managemeiittcam,oi.rtttntct suihtble rcplacem(.'ts shQuld key memhers leave,
is depeiìdent on the cônrpctitivc natui:c of the employrncntrnarket.
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Competition "" The Company's cOinpctitoisincludeother natuntl fOQdsstol'es) large anclsm'all
ti-ditÎonal and spcd:tlty sltijcriil~trkctsånd grocery stores. Tlìcsc sto.res.compctc with the Còinpany

in oneot n'o're product categories. In addition) tracii6çma:l and specialty supcrnütrkets àre eX,panding

more aggressively in marketing a broad 1'1lgc of n 
aturalfo ods and thereby coinpetinfrdirectly with the

Company for products, cüstomers:tn¿t locations. Some ofthesc potenth.! competitors have t)ccn in

l:usincss'lòligcrbï h:ivcgrcattr finnncial ormarketinJ5 resources thitn the Company :ntd may be able
to dcvote gn:ater resources to the sourcing) promotion and sale of their products. Existing or futtl'C
compctitor,~ also may seck to compete with the CompalìJ foracquisitictn candidatcs that could have the
c(fcctb(rnèi'cásibgthc price for tLCCfùíSitions or reducing the nuinhcl' olsuìtabIeac(fuisitioncândidåtcs.

1 ncrcascd. com petition may have an adverse effect onpl'ofìt.abi1ty'ás the ¡,c:Su! t óflO\vcr sales, lowcr gmss

ptoGtsand/or greater ôpctating costs.

C;ovcrnment Regulation ,- Management cannot pl'edict the natui'coffüturc làwsi règuhtìons)
interprct:ttÍons ol'applicatioiisi notcanitdetcl'inine what effccecither additional govc/'incllal
regulations ör administrative orders) when and if promulgated, would have Oll its husiness in the'
futurc. -ney couldi howeveri fC'iuire the reformulation of certain products 

to Ineet newst:ltic!anls,

thcrceullor discoiitihli;nce ofcertain products not::¡J)le Lobe re(orniuJ:itedi n:dditionaltecord

keeping, expanded documentation of the properties of ccrtain products, expanded or di((èrcnt
Iabclingand/or scientific suhst~/ltj~tion. Aii)' or all of such rc(iuircments could have :ill advei.'se

effect on tlìcCoinpan/srcsuItsof openitio!ìs¡lUclllüllitcial çondition.

Internal Controls OVci':FinancÌal Reporting
and Disclosure ContoIs and Procedures

'" i~r

Disclosure controls and procedures arc designed to provide reasonahle :isstirancethat aII relevant

infol'mttion related to the Com pany) iiidudingi:ts cuiisolidated sûb'slf£i:üies, is;gathercd arid reported.

to senior m:iagcment¡induding the Offce ofthc CEO and the ChiefFiiial1ciai Offcer (CFO),
on It timely Insis so t1litt appropriate dccisi(msç::m be made rcg:irdingpubJicclisclosurc. rntcm:t1

cüntmlsovcdinancial reporting (lCFR) arc dC$igncd to provide: rcasonah!eàssiiraüceTcgardihg

the rcIiaPilíty offinanciaI rc¡:wrti ng~arid the preparation of financial stitements fbI' cxtcrml purposes

iii accordance with Can:tdi:m Gen~rallyAcccptcdAccountiflg Princip!cs (GAAP). i'vlan;tgemcnt is

tésponsibicror es.tablishing and mairltainiltg adeqmiteintenlid COMtois nijptopfiateto thcnatiire
and slzeoftlie lmsincssto provide reasonable: :imtrance regarding the reliability o( finam;Îal reporting
nfrhGComp:iny,

The Corporation lias'hecii ina signifìcant growth phasc and m:iiiagcmcilt is continually niorütoting
and.re.vising its. çontr~)J procedures n'fld proccsses oyer the different ai'cas of the business. i\ihllgemcnt

considers cOlttrol proccdurcsand processes as a continual evolutÎòri and à¿knowlcdges;tlütsuffcitnt
resources need to he directed towai'ds continuálls inoriitòt'rigand revision of those controls.
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Curreiit
Cash
Accounls receivable
lnvu11 toríes
Prepaid expenses
Incomo laxùsrcèovcrablc

CUmmt portion
_ç:~rmnt p0r.Lon 0

$ 3,008,131
1;830,889
11,5 . 0

55
1,18(lìott¡i22) .~

(ll~.-,.._,.'","",.~m"'~~_.._,,..m_~..,,,J..I... ....0
11h174.479

(fiO
19¡7:a8,1fó
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27S,SGG

l,Q,3,361L
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lìitilllf1ìblc ii
Oth
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$ 71,370,567 $ 66,027,913

Put(Jl'clrieQllietil~es(n()t()åi) 7 (1.2011
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Linbilitics
Current

8aiik indcbledno

Acicounls p $ 1.4i.nl,514 S
7,886,65'1

139.953
.~~¡(rì?1~?2J
lduccl1mnls.(nol.c:.ll$) S9,3ß.3

ndQPJ(np1a1rJ ... ...'. ..." .., .... .... ...... .....'.... . . . . 23.741.771
. !!~,r,líor 119.tes JJtlZftP'.I"tLVlOle 11n,,,,,,,,,.,,,~,_.,"."",,,,..____,,..J 'I 931;002
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Ac ,!llatOd..9tlreri:eI11prehónstvO(IOî;ti).ìhCOlllÚ. ..... (1.gng,9T11

i..~rcta¡i,ed o~rliiIlOLff.".._."'.___"...',."."_,,_,,,ff'''''_.'ff_''''''''_''~''-,_"''''__,_,_....''.,.,_''J1.!Z§,gJ63.~L__

s

29 , 7l.O
~ f5~Ô21f:3'g5'

40,677
1(1;54,019
31,424,428
8.96,3íl1

599,097
.,..."~:!",mi~~",,

Approved by thel3oard:
$ 71.370,567 S ß6.027.913

(Signed) "Darrm Krlssiu .. . Director (Sìgnad) "8rènl I(nÜdsen" .Oirtiülòt

11
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PláhëfOrgahic Hêalth COn).

~()ti sÖUdátödSfàfèh'ieh táófOp.el'åliólìàhd(Qèfícìtl f(elnHtt:d Earititlg S
(lit.Gâ(ü1diahO(jI.1ans)

For t.!.o ~oars ended ~.~~!lc 30 2009

Sales S 127,665,123

2008

Gross proUt 49,416,928

franChise and otl'\tr revenue __..."_~"".._".~""~."__._.._,"".,._",,,,..,,,,_._.ti..Si365

Opcratingoxponsos
Súmrig, gciicral tlnd tidfliirHslratìon

obI
44,454,005
4.102,318
2,299,553
2,054;823

459,794
255,620

9.0,970
26.384

Arno
Amörtr7.a
.Amortization -fîn
$tock-f;msed :componsaliol1
ItlllHÒsl 011 short.temi,debt
AC5ly'isîf!~?1i costs

Cond uquipmunt
d.othur

:'''''''''~'~'''''''''''''''''''':~'~'!--''. ,.

948,724

53,'177
55,881.

(513,342)
1.558

373
208,413

1;237;404
/I

530,QêlJLoss) ¡neomo bç,,r,?re InS5mie taxes "''''' ""_"",_.",_",,,,,,,.~,,....,,,,____._--3;27B, 174)

Income taxes (recovory) (noto 22)

Current
Fy,ltire ~"""''''''''''''''''''''-''''u(''''","~...",,,,,,,,,~,..,,..''

(347.637)
37ai637 ._."".

2\l 000.

(3,3Q1.174)Net loss

Rctaínodcarnings,
boglnninl1 ofx.car

(Deficit) rot:ilni:d carillitgs,
. cOd of year 

",,,i.,,,,;",~,,,,,,,,,_..,,,,~,,, 1,554,541 1!782~ê.1

$

$ ('1,752;033!$ 1,554;541

Loss pcr share
(note 21)

. Basic
- aiMed

(0.10) $
(0.0)

SeeacCómpanying notes to tho consolídnlod filianCialstnli:mienti;

(9;otr
(O.Ø1J
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Planet Organic Health Corp.

ConsQlldated Statements of Coinprehensive(Loss) Income
(In Canadlnri Doll¡;rs)~~"'-''''''-'''''''~''''''~_N:~'.~'''''~,!,,,,,~~,.w~;;,,,,,_~~.,_.."-'~'~:""'~"':''Y~'''''''-''~ii¡,

!""~~"",."""..._-

Net los's
$. (3,307,174) S

. CtliRo.rJ~anSiatfr19nhf,jhc¡åi
staip¡lll1Jg~ri.OBO(aliql'!!~'''~_'",._~.:"m"_~_...".,..._"_,,"""~_.Jl,G1.?;lìa3J~~,",..S22,7).2

$

Consolidated Stotolldnts of AccUl11ìlated Othor ComprohQl1sivo(Loss) Income
(In £nnad¡'.:~"~ars) '~___""_"..'..'."'_".."_..,_",_...:.,___"__..,.,,..,~..."_"~~

,._...,"""~-"'~~,..,--
For t11(~..YJ1årS endud JtJne 30 "__.",,,......

""~"'""H_hTh."""~""""""""""",,,~,,,,,,,,,,,~,,,,,,,,,,~... 2009 ."'~ 2Q98 _

Accumulalcd other comprehensive (loss)
income ontrtlnslating foreign operations

Balårce, bonlnnrng oCycU(
S 322,712 $

UOIøalized (loss)!Jõin on tcunslalìng financial
...stalm:ncr~ts_!?f sE!lf:~;usta¡l~ foro inn o2.!;~¡¡o~,?,......_......._.......

Balance, cndof yoar
JJ ,6121!i83L~....,?22, 712

$ (1i2119:,ß71). S 322,712

Sec nccom¡ninylnsi notes to Iho ìXinsolidnted Financial sla(enwnls



~
H i: A

Planet Organic Health Corp.

Consolidated StnteOlents of Gash Flows
(In CanndÎan Dollars)

2QQ92UÔa,;;,;;.~",;.,..~~,,,,,,,,,,,,--¡.,,,,,,~-

5,10.168 tl3Q,ag5)
(a2,l ,170) (533;H1Q)
11P,~~~. (1Gi'.~'l?)

(869/1QP) (e29,582)
41),917 39,06010;15$1.82:2

520.410 . . . . $74'.1013

4!493'i~"""""5Iša$

J:~dhe ~mirs ended Juno 
30 "_,,,,_'_'''_''__''

h provided by (used for)
ratlng activiUÓs

Nnt loss
Add (deduct) items not affecting cash

Amorlizal1on .erty, p1ont'lind equipment

Amo n of gibl() tlssò(s .
AOlO nor cing fees
A of guarantee fees
An of dèferwd churgc~;
Deforred tent
Future income tax expense
Stock-based compensalìònA to senior notes
D
U loSs (gain)

Ùuid 6quiprnont

$$
2,OS4,ß23

32,381
255,620

427,413
126,838
376,637
90,970

2,208,366

2,299;553

(91,s,!ìG,
4,473,561

_""""'_N~""'''Nh~'''';N~~.''''''''''';

cll $ in non-casli working capitøl balance:;
unls receivable

Invt:inlories
Prepaid expenses
tncQme tuxos pøyablo
Notes fúceivablo
Doforrod revenue
Accounts.paynbto and.uccrtied Iitíbmlie"L_._",,,.,,..,..,~,,,,

.._",,._~,,,,;;,,i';.,,

5,875;486

(3,975,003)
(10B,077)

Investing activlies

Bû'sinos$l)cquÎsilons (note 6)
Purchases o( property, pranL and equipmont
Othor assel expenditures
Ool1oslls

"" PrQ.£Ç!.$ds ()lf?rQ2£ dìsl~2.s,i!Îgnm_"""".,.,,,,,,,

(4,SB~,ll29)
(1 0 S.7 04)

38,9!l:J
.

.~,:~,-"--:=;~,,_.,". '.',~~(fÕlíMU"'"

1114,234

N~~~'~';"";~":;';;; .

(228,350)

1.558.500
33,333

208,13
785

G

370,245
81,443

737,404
1,554,814

50Q,000
(5t3,341)

3)Jb9

'"

110,000
(16,092)33;7 1.

(2,0..", )
(3,886,726)
1,114;708

390 .

(32,966.447)
(3,202,406)

it ,

(;hhìÎg~TffêhsK~'hdt;åSIJ"(lqtlivate.Wts '-"- ,,- ,._m.""" """_",,,,,,,,,,.__,,,..,,,,,_,...,,,m 1¡B7Q,OOO ---'.-(3.331';421)

80,905

,cash and cash equivalents, eitd of yoar
$ 3,OOß,131 $ 1,13n,'131

Seo E1ccompariykig noles 10 the Ci:msólidaled financial slulornenls



"~""W_""~~N""",'""~"'"'''''''~'''''''''''''

Planet Organic Health Corp,

Consoli
(In Can

d Statements of Cash Flows
Dollurs)

2008
For tho ¥.,~ars e,nded JUne.30

._'""....''''''~.;;H';""''..''.....''~...~..;;.,.;....~"......,,'',,-...,,...'',..,,",,..,~..,

SlIpPlelncnt¡¡ì discIosUfC of c¡¡sh flow
activitos
Cash laxes paid
Cash interct.l paid
Cash'included in businessocquisitons

Non-cash; transactíon
Shal(~ capital isslIúch:in acquisition (nöle 6)

~
'PLê1NelTOR8j\NI a

II r, A ¡;T H C 0 l~ I'

~1'\

""~;~~".

2009

$ 449,856 $
1,869.507

$ S 1.01.313
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Ptanet Organic Health Corp.

Notes to the CorisoJidated Financial Staíonicnts

In Canadian dollars except whore noted
FC~E_~he years ended Jyne ~O, 2009 and 2008

1. Nature of operations

PlanelQrgani ratton" or .Pli.HHlq Îs a natural products industrfcompany compÌ'sing (étüil
and nlânufi:ct oraU lion t(àd(~s on lhé TSX Ven(uro ExcI¡$nçJc . thcsyriiböl "POH".
The Corp r dlmcllyor through subsidiaries, cqnducts throlJghout iiida fll1d lhe

s un trade banners: Planúl Organic Markei, I. oa ,Planet Organic Livii;g, Sa
th C d through franchises) and Mrs. Groen's Nalural Food Markets. Which are Ihe

opera!ionsand Trophic C¡:mmia, which is Ihe mnnufr.cturing operation.

2. Going concern

Whîle Uwse consolidated financialntatomonts havo boon prepared ()l a going concern basis, which conlomplales
the malization of assots and liquldaUon of liabilties during thó normal course of operalíorl\l, tliero are matorítl
uneerl' cd 10 certain advorso. conditions and ovi~nts that may C()st signifcant doubt on tho validity of this

9 2008, tho Corporatin oiitorod into vririous-debt agrcemonls priinnrîly 10 fund tho acquisition of
ral Markets (note ô). Undcr thoso dobt. agreements, corlafn linnncial ralios arc included in

Uon mports lalhe lenders on a asis. The Corporation is in bro, of
cribod in nolo 7. I\s a rosult, the C lion has cl¿¡ssified tho lndobtudriöj;$ r

t Habiliietì In thotH! cons i;iancitd ¡riots, This h¡is conlríbuted 10 'a signifcunl

W oncy, Furthormoro, i,ct I caused p rily by interest ê6Ms nod ünrÖalized forelgr)
exchange lossos; hnvc crcatcd an ~iccumulated dl~ricìt as at junü30, 2009.

iations with tho,IQnders to mcllfy tM.(~oveni:nt Prouch and ento( into nowtoan a )únts cernml'nced corly
. quarter. Subsequent to June30, 200 Corporn!i()f (~ntered in aranco agreements

. he loans (nole 26). F'ursw:inllo the lormforbearance aç¡reemênts, rs have agreed,
subject to certain condilonn, to wuive lIHlir rights to call tho loans due to tho specific Giwonanl bro.achas unti
November 30,2009.

The Corporation IIUS initìoJed in changes to ils Board of Directors and oxeculîvo management and has

comri(nlccd areviow of all the alion's operalions incfudlnn engagirlg a reputable invostmontbank to as$(SS

tho salo of cortain assets or businoss units. As a rosufl of this 0 'ng rovi rlElin retail divisions may be
dIvestod wíth ods 10 boapplìed againsl outslanding loàn cos. I als() be nøcossary fòr thi)
CorporatiOn I() idcrfurlhor divostíun:m to satisJy its 10,10 obligation!i.,

Ihè event negotiations with lho lenders oro not successful:,in ronnancinn the Corporation and resolUnglhò
. Corporation wil b sook finai i othor ii.our 10 me debt repayment noedslf the

fendorsdemand rcpaynutsli:ndltig payable, it markols appear to be
g, there is um:ertainly Whelhor suffcient fundinn e availablo from ciirrenl kmdors or othor

p . esc factors. ruüy indicate tho Corporation wil be 10 continuo as a concotl, Those
consolidaled fináncial statomentlì dQ: nol ((mect the üdjiistrnonts to lhn carrylnÇJ valuosof d liabilUes àld
the reported exponses and balance shoet clüssifcations that would be tlcessary W(He the goiog conCern
ussumptiorlloappropdtito,

3. Signlfcanlaccoul1ting policies

These eonsolidatud financial
genon:illyaccopteti áccountfng

(a) Basis of consolldaÜon

mont". hav(~ bec¡\ propamd. by mao
pIes ("GAAP") and reflect ¡he ròllowin

fiient iil accordanóT with Canadian
nif¡cant ai:counlingpoHcics:

i\$olidat.cd t¡nanG¡¡~islatemonts rcpmsonlthe accounts ofthoCorporalion and ¡' wholly--wnedsub:¡idiaries.
itcûni intö(company balances, and ttanimclioiis havo been èliminated, Theclpal subsidrarius of tho

. are: DarwenHoldinns Ltd" Planet Organic Hbfdirlj) Corp.. Htiallhy's tht Atlletes Edoe lnci. Mrs.
antigen1ontCo.
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Planet Organic Health Corp:

Notes to the Consolidated Financi.al Statemonts

InCanadiandoHiirs. qxccpt whoró noted
FOttho years ended JUne 30,2009.airçl200a~""~_~i"",.. - --- . "'''''''''''''-.~';'N--~_'''~'''~''i''.~,..,w~,_",,,~~,,,,,, ......_..__H~~_~

3. Signifcant tlCcoui1lng policios (continuQd)

(b) . Fomign currency translation

, The i. in Qanadlnn doHors, Tho'C S dolkir ("US dollar~l and nmC ØI.iiustüiiiIllgfQtolgn oporalíuns
(hatma translated U iJ method W'S arctranslntod at period-end rat(m
and revenuo ànd eXPGnsc nccQonts aro lranslülod. Llsint¡averagc öxGÍiÍinga rales for the period as a method. of
approx¡mali.on. AdJ(mtrnents resuUfng froll transfatiOll$ nrc roflncte.d in aC(iUltu)aiod olhur comr)f~hcnsfvfi
incomo, a separate componont oliiharéholder' . '!y. .

Transuclions (jfCtitiaûlari pnlilios dnnörninrlled in toreign OLJrfOnCÎes am transln

effect at the time of the ir . n.Foro¡gn currency monelary asseh¡. ..

translöted Inki CanMlan do roles ofexchanr¡oin
changes in exohan£lc ralos nrc recognì;wd in nct incomo in fhe

o Canadian dàiio rates in
of lhe C ion aro

~ Any gaIns Or losses from

(0) Cash and cashcquivalerits

Caslrand 0.15h equIvalents include c.ish in bank, cash on hand and instruments withaimîlurîty date ofthroemol1lflSÒr
Ics~(rom tho dnlo of acquisitÎòn,

(dllnvrmtorícs

l~etE'if..inlJc.nl()rit)s.âfffvalüé.d al.'.lfiÓ..'lo~vO¡'()f(j(;Siarîd.'.ilèt'r6äIÎzablè..valüh. .C()Siifidêlémi¡l'c(f.LJSi~£l.lhc...rolüU
basôd(iO !hemta¡iprícel~s§alìOimaf¡WlfQiri,whlcfi. hasbcendoiermirlOd.. 10 approximatb cost 

(which . is..comr
cl¡rccUyntlrìbulabJcco!~tsand includ~s .Ui~pllrCiien(l prÎgo..nlusolll0rCqS (s.incu rrod. .in.. bringing ..th elnvon1øriostq ..lhr1fr
prosoollocalionandc()ndilion,andrt:dUCudbr.lho . valuouf.rebtJles ~ntl~fk;Vlances . from yendoruj.. .Net

reai¡Z~.bfc. . . .... d.~fili(lrU$ Illee.Qlìi)Pled.. solUngp rìcoJessosÜrnatodsoflînQcosls... In .. ... sate Wrìiien(jQW~IO
riot.. rm:ilìzn.. ......... owhenltie 's¡i,.eslinialo~tloiiot;bø. rocovoipbled UO 

IQ(¡bsolescorice, dwm¡gc(;r
ôqClî!lfng sellingPriccs;When ........ ...... ... t~atprcXî?~$I)'...ç¡~:I$q.q......iny~pt?r!~s ~l;Wr!ttoa.dqYiI1..be!OW(;ostnø

êxlstor wheriJhoreis ....Øncc.ofaoiricmaso .hi .rotailtSømri~Jì tJ)oerP:uÝn18(th~wr¡tq1?wn
í¡¡ reversed. . ..... . c(jnti:¡bt.té'!tobrin~¡n9jnvoti. . ..... . .... to.thelrpteSÙJ)tlö?iilio~a¡id

a(1~..fidminìs.l('!oyodiei'lds;'1f(SI'Wç¡fic.1iiyeKch.fq('!dfmnJ llie..cqtilo'.iov,Cr:lorles..,ln!J-areJ
li'tÌd~

Manufacluring il'\enturies am valuod alth(~ (owerof'co¡¡( and not rcnlizable lue. Cost is determined based on
¡jvemgn co~tandinciudes lho cosls of raw rnatérinhninÓ consul11Cbles, bour cosls at1dapplicab!e. produttlon
()\crhendsbasedOlUlonnal Ot,erçilingc:ipacity. RtlwrúnlOi'alsarcviílüed t the lower of cost determined on an
nvemfJe cost basis,and nel rorilfzf.blp valuo,

(0) Fimircial ihsÜtlincnls.

All liiø instruments aro classifed into one oJ fiVe ('

(ioci . .... aHab!iHôr' Hnle financial ass

am sHy at l¿¡ir Value with
ins! mcaHon, Hü!d~.
valu.net ¡iworn
(,,¡(Vahio. rnCoit.loòin olhercoì)ipr

to lilaturily investoltHlts,

met
imp

...i's hefd foriri:di
expoctedlitq 0(: llle .frnui
itì$tnímt)fts as shown bolow.
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Planet Organic Health Corp.

Notes to tho Consolidated Financ.ial Statemonts

In Canadian dollars except where notod
For ~tho years ended Juno 30, 2009an.d 2008

3, Signifcant accounting policies (contiiUlod)

(0) FiniinCÎal instruments (continued)

his clm¡sifed as a financial assel held for trndingasil represents the medíuin of exchango in
s are measured and recognized, Any interest income t¡rising from ctlshis recognized in not

hI) period it ¡sèamed. .
(ii) Loans and recQÍvìibles - accounts receivable and nôtas receivable, net of allownice for doubt

classffed as receivables e ineusured ut their amortizod cost using tho effèclìve intarosl mothod.

recognizod under the interest method is Îndudodiin .net ¡ncòm(~ when it arises. As accoUn bis. urn

short~tcrm in natum; ilon of interest income ündcr the effectivo interest niathod Îi1 tMac 'CòrsoUdalcd
financkíl slaioments 11ateriaL

(ii) OUier financial lia - bank inde\)lcdrioss, accounts payable aìid
convortblè, $()f¡or nolos payablß am classifed as other ftrùincialliabillios,. all.

Jclìve ¡¡'tcrest mothod, lntcros.t expcmse rocognized under 111

the po'
(Iv) ves - may bo embedded in oUter ¡¡nanelal Înstruments (host instruments). Enibeddod
tlerivtl!ivós mc treated as SOparalo dóriva!ìv(ts when their ecóO(imic chómcteris!icsand risks am not closely mlatèd 10

eof the h strumcnt Ilnd the terms of (/\0 embedded deriva am moasuro(luo WiUl subsequent
ngos recog in Income. In i:ccordance with CICA Handbook eclion 3855, I orp . conducted il search

for embedded derivatives in allcontmctual arrangements f:ind did not idontiryariy il al ' "aUvas othor

than tho oqully component fomiing part of lJio coiwcrlible senior notes p,iyablo IMt require scparo!ø presentation from
the rotated host contract

líabiìtios, iong~termdcbtaiid
at amortÎlêdcost

eÎnti~rest molhod is deductod from

Transaction costs relatedtçi loans arid receivables and olher finrinc:af !ìaliiliie~¡ ari:tapplied against the fairvalue of tho
related financial asset or liabilty and .amorHzed using the effective InlorestrriethQd over the life orlhe financÎal
instrument.

(f) Property, plant and equipment

Proporty, plant and oquiprmmt are recorded tit C()5j loss accuiiultited nmorlízation. Arnorlizaliori is provided using the
following annual iàtu!l and methods which ore deiilgnod to (lppor1kin the costs-of the assets over their oslimntu:d usdfu!
¡¡ves.

MOlh29._"_~m_.,."--,",.""~,.",,,,.,~~átL._,,,,,,-",,,,,,,__,."...,,"'"

Software
SignafJe
Coinputors
a . ulpmenl
P n equipmenl
R uipmcn1 and fixtures
Buildilig
LeasehOld In1¡roveinents

Simlght.line
Diminishing b 'ice

Olminishing b
Dirninishfng' btllGnce
Diminishing baliince

DliTiinÎshl ance
DlminisÌ1i . nlanco

Siruìght~lino.

100%
20%
30%
20%
10%

Inital lease lerm

(g) Goodwil

Tho cost of cicquirîng businessos is,alio led 10 lho fiûr value of thn related MUdonUllablc tan
àssots acquired. Tho oxcesscost of the businosses over the fair vtllue of tM rolated Mtl
arid inlüngiblttassets acquired is alfocatdd to goodwilL.

and Intangible
lífiab!o tangibl\i

Goodwil is not subject to.amorHzallon. Instead, r¡ood\vil is. mviuwed by iminagemont on an annual basis to dotennine
whether them iinmy irnpail'rnent.in valun. GoodwHl is lesled between annual tesls when nn ovent or cîrcumstniic,o
indicates the asset inightbc lmpaÎrod.

18
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Planet Orgaiiic Hl!alth èqrp.

Notes totlW Consolidated Financial Statements

d ollfirs,cK capt :wh,cro 'rio tùçl
rs' ondo~",June 301",,~~O~ .and,?OO,,8

"m..i."...""~~"""'~"~'''.;";'''',.--~,,.-,,.,,',,.

a.Significant accounting po liclo s (cptltinuod)

(i:) FlmuWiülin:strvmeÏ1ts (contìiiiii:d)

(I) HQld for triiding - CDHh is classified as a financial asscthtld fOf traqin.
which all othôr tr;;irii¡ttctiohsalO floasurod and mcogn¡zöd~ Any iriton1s1ìrincome ii "it, .
(ii) Lo I 'iccounts (ico¡vablo and noles roc
classifod as measured nt their an10rLúid cost

nhc o:fcClive inlorcl¡1 method is InCluded ilÚnit
nature,the ( inlomsr InC0010 undér lha
'ments woufd in!.

Other flnaiiclnl liatiíltic5 - b;,iik indnblcdnmis, accoU/i!S pay¡)bh~ nnd accrued liabilities; fang-term debland
, payable am elm¡sifed 'as othcr financialliabilUes. all of which am moasul'd a1 arnortiz.edcoiJl

ineltiod. Interest expense recognit.ed undor Uw effoctive intorest method Is deducted from
not income in the period it arfsus.
(Iv) Oorivatlvcs - Periviitives ma)' t~e embedded in Othor financial inslrul1îints (host inSlruments). El1bùddml

derivatives am treated as sep;imfodorivaHves wliontholr uc mh cMra(~lèr¡stlcs and ris are not closoly ru!nted to
thosc of the hostlmHrunicnt and the lerms of tho ern measure \larue with subsequent
changosrecognl,¡ed in 1iîC.Qmc. Inaccordan ô nducioda soarcl1
fors in all cOnlmclualarmngöflentsànd did not idenfify any rìiatê edel'valii¡és ciihor
Uia entl0rl1Îng part of the converible ~cnìor notos payable that require sdp'urate presontation from
tliqrcluled i.

ts thQ IUC(JÎurn 61 exchange in
tlümcashísrer,ognfzodiú nUl.

l1et()f..'f).IIQwant;~'..fÇl(ci.QÜl5t(ÚI'.âÇ.Óunïš; .~ùe

. t.nieihQ(,j Inti¡Te'sljriitllJC
möwlie ..... ..... . ....... .... ....AsáccØllntal'(ì(;~ÎX.)llfeara

dffeclive Înt¡¡resttnethod liithese . (;oiisul1datcij .

Tr.ns;ictloncosls ralafed to loans

refaled firiancialassot or lìabili
iri$ttll1onl.

d receivables alîd olherftriimchJllíObiftfbs are aPplied àgainst
1d uiiiorlized oí¡ing (he effcctivo interest tn()tliot! over the

r valun of uìé

the fiminciiii

(I) Property, plant and equipment

Properiy. plant nnd eauipment am recorded at cost IcssacCU01ufàtcd amortiial1on. Arnortízalìon.ís proi¡itlüciúsìng tho
fOllOWing annual rates unci methods which am dcsiuncd toapporti6n the costs of the assels ()yer thtir cstlniattidllSêful
lives.

1\~~;\hoiL ;,~""",~~,(,,,,,'. Rate

Software
Signa.

Office equipmønl .
Produclfon equipmont
Retail eqùipment and fixttlms .
BuHding
Letsc hold, improvements

Slrnighl.tìne
Diiiiiri ishing bola nce

100%
20%
30%
20%
10%
20%
5%
lni!allèasè ltwn

Din
01
Diilí iìni: btilanco
Stmighl.Jí()o

(9) Goodwil

Tllacoslof acqùiring l:Jlsinosses ¡saIlócatod to Ihe fair va!(1u of tho telated nol Idenlifìabta taiigit)lc and iniørigiblo
aC(juìrod. The excess c(jst of theacCjuircd buslnos'iésovörth6 fair value oftho rolfilcdiictidonlifi.ble tangible
. ngibleasselsacqlÍirt1d ii;allocalt:d to GoodwilL

GUQdwil Îí¡ í)otsubjectt(rtirnofliz.nlJon. !nSlutid. gòod"JíIl isrcvìèviÌSd by management oii:ån aiîua! basis to delem1ine
wh(Jtherihßre.is any 11 value. GQodwm Is tentad bchvecn alúwattcsli; whonún evèdt orcircumG!tllîco

indicales thèassutni M impnIrcd.
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Planet Orgnnic Health Corp.

Notes to the Consolidated FínunclalStatomonts

. except where notod
od Ju"i:~ 30t 2009 and ~,2.P8 ~~...

3, Significant accoiintifig p()llcics (contlnucd)

(g) Goodwil (continiiud)

impairment is testtJd by comparing tho carrying am
value is dotormincdusing iho. osUn
value of tho röporllng unit nying viiliio,
When the carryìng väliiO of tho,iuportìrig unil.ox.coed$ i
dütofmincd in the sumo manner as ihovaluo
carrYing valuolo muasure tho amount Qfimpninn

reporting un\j, including goodwil, wÎlh its fnirvaluo.Fak
cä~ih Uowsof the reportng unit Whon fhefair

reporting unit is not considéred
fair value, .lhO implied fiiir value of the reporting
is daterminodii'i a businoi;s èombination. ¡seo

, ifany.

(11) Intangible assets

Inlal1Hible assets acauired individually .or as pari or a group Of assets are initally recognized imd ll0asured nlcost.
Inlnngibki assets acquired iii a business cornbinalÎon lhat meet the spcc¡riod crileria for ror.gnilfon apart from goodwil
arti aitocaìcd 10 acquIred based on thcilr osUmi:fod fair values. Iiitungibfinissets with finìle usÐrùllìvcsare amorHzcd . USoflillife. .
Three year lion-compote conlmc! wilh prior OWi1.tirs of Aiicrriative 3 year strdighilino

Intangìblo: assetsvúlh an indefinite lio arena! an'iorlìzcdbu! are sub19ct t() an annual impairment tesl or more fmquently
whon an event or drcumstanci~ indicates that the asset might be impaired.

CD. Other assets

(I) Trnnsaction ctsts.. eligibflt costs incurred in raising do and equity financîngs mc cupitoiizod unti ouch time DC Iho
finan gis comproied or abandoned, Whén an equity lin 9 is completed¡ the assoclated ctul$ wil be charged as
a ( inst oqujtyfinancing. When a dohl finunGflig is comploted, thi~ ossóèiated costs aré çopítotizod as. part of tho

dåbl ¡nslnimoil! and are amortized over Iheexpoctod ¡¡¡nor the debl insltumcn! usÎnø the offective inlorøst method.

(lí) Pro-( 9 coslS.. eligiblè ¡:re-opcnlng coslsinclJrn:id, nO.! ofrolaledrevenues. during the pre-operating phaseof tl

new reluil ou~\pitalized. Tho pro-opliralfng plioselr: the period prior 10 the common )t of commercial
opúralions and is delennîncd by monagement wlth tbo cornrmmccmenLdf susiainab refail oporatìol)$.
EllgÎbli:u;osts pertain 10 íricmmcnlal costs thntnroialed with lhe iml.up ora neW slolt noto.thol'viSc

Classified as property. plant aml equipnieril.

Amórti?, cgins once commercÌ(it opemlions havccommenecdnnd is providad for using tho
fine me period. If tl ¡iew retail oullèt is abandöned. UH,uiisociàledlinarl1ortiz.dGOSIS bo
èhnrgedloopomlióris allhaltin1o.

ibl/). costs, ditectlytissodaiod.. in identiying bllSìruss acquisilohS are capilalìZi:d
Ìîmo as Iho r.cq mpleÎ9d or abnndoricd. Whtn nn acqúísiton is completed, the associated costs

are incliidedas part of tho purchase prio, When Hi) acquisiton is ab.indonml. the assClcíútédcosfs wiHbe chtlgedt(J
operations £ltthu! limo.

ü) Impai(lnonl of long-lived assets

The ratton áMosses the currying vuluosof ils Iong.lived tlsseis piant oiidequip:rnont,
inftirí . solS subject to tIl1òrliza!íonand Ólt10f assels forirnpairmørit such amounts
mHy nol be rocovim.lble. Recovon;ibìlty ¡s dQ(emiir\i¡d by . as~;el 10 tho
undiscotmled net fuluro cash '¡ovm flxpochid tiM and t ilriodicatud, tho loss Is
lúèasured based on ihe ainotiiìtsby whícl\ the asúct 'carrying v::!UQS exceed lli(¡ir fuirvnIQ.òs.
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Pla.net Organic Health Corp.

Notes to tho COllsolidatod Financial Statements

In Canadian dollars except where noted
For tl~o ybarsondod J,~jtli: 3~i, 2009 ? na..~oos,",.."_,"",~"____..,,,,,.,__,~,,,,~,___,.,,__..."'_....,"_.._..,""_""_.,

3. Sìgnific¡¡ntaci:ountiI19 potides (cOlitinucd)

(k) Revol1ue recogniton

include (ctai! mveml( from customers, through corpo wnod store,s, revenUG from maniifáèturing, tlnd
flon and wh fn:inchisedstóres. Rev from product süìés arü rocogriizcd at the pölnlof

salo 10 of wI emms, to franchised stOl'és) andåro sìalt~d net ot relatad
discounls, coupons and returns. Mrinufact ogniz:ed, net of discoìJlitsand mturns,
when 11le ! " to clIstomors, which ii; 90ncraUy at tho 9 an exists
rOgt1rding th tlsuJomcnt ~ind colloclion of lhe eonsidcralioù mceiv¡i/)feor mcèivod. iiers iaven gonom! right
of return within a ceråin perjòd after n fl£k! on substantially aU products sold, however. returns ärc not significant.

Tho Corporation mcords franchise rovonuos from franèhisees monthly based on a percontage of thcìr monthly SiJt(UL
The Corporutionnlso mcoivet. franchh;e payments frqni franchisees based on a pon::oiitage of t!leir monthly with
rospoc!to çonldbütions' to advcirltsin!J. These al\ounls ~!,is a reduction to overall advortising ses

(included in sollng, genoral andadrnitilstralion for fimmcia aloment presentation purposos).

(I) Doferrúd reVUJlue

For an annual feo, tl)e Corpomlion offors cuhtornnrt liolli)orship cards that onlltlc tÍlo cardho
on purchm,(:s. EacI1 card isissued with a twelvo month expiry perid. Tho foe roycnl1o ro

car:diS deferred and amortized to oarniilgs ovor thoexpiiy porfod.

10 receive d¡s~ounts
to tho issuance of a

(ni) Advcn1islng

is oXiJensed as incurmd. Co-op advertising cost recoveries w rsemonts of speciHø;,
i identiflable coS!SinCiirmd by the Corporatioii ilt'solfng itel1ors' P . cd against marketing

oxpcndiluros included in soilng, genernl ànd ndniinistrationfor finnncini statement pmsentation purpoáes. .

(n) Incomo taxos

Income taxes have been provided usIng the t of tax allocation. Undor this method. fulumincon1o tax
¡: and liabiltios aredulor:rnfned balied on os em the accounting and Inc . x basès of an asset or

Futuro income lax assets and fi~lbîllíos aro n'oasured wiing substan1ìvoly emiê!e .tes expl.cled !y
to taxable income in tho years in which. tom diffemt1(;Qs ate expected 10 be récovérridor' sottiéd; C! to

ncosaroreconnizcd inincöme iii period in which they occur. InGssesslng wheiro.t,'1XàSSeis
be rocognlzod for accoul\tingpurposi:s, managoment considers whetho(jf is more like not that somo

portion or 'lit of Iflu futuro tax a~mcts wHf be realized. To IhtHjxlcnt that it is nol considèrcd to b Iikoly than not
that a future incofln tax nssotwiUbe ronJized, a valuntion allowance is provided.

(0) Stock basad compensation

Tho Corporation uscs tho fair value. methbd of accoiiiitìng for lioris gmntod to employees and r\ön~employeci;.
CornpCnsl¡tion cost attributl1blo to nwards to ernp'oYö(is Ìli meat (¡¡ir valiio a(lhe gmnt dato and recognized 

on astraight-jine 'basis over the vesting period with a correspadìustment tocorì¡fìlilllod. surplus: Cömpnt1sation cost
attributable to üwúrds to l1on.;rnployeui; is measured (iqarliost of tliedall) at whi.ch tho non.

¡ictfonrvlllce ¡SCÓfnp!cte, the dakH:i! which a miunco by
. k optkms ¡ïni fully vosttld and notl.forfo¡lt~bie al thaI dale. Corripcima i .

byer lhushortét of the VèslingplHiod or ro lee period with à corl'esponding adjustl1énllocontrlbutod surplus.
WheroP~oris nrc exorcised. thuproccuds lJytheCorporation, togethorwHh the rclali::d amount in coìiributcd

li(; arc credited to share capital. No adjustment íSfúcorded for slock opiionslhat expire une ed.
pensi:tion costs rclatud to forfuited option: are roversed on thè forfeiture date provided the optkms not

vested.
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PlanatQrganìq Health Corp,

Notes to tbe Consolidated Financial Statemonts

In Canadian dollars except when) notod
For tl~e X,~Jli"S cnded Juno 30, 2009,,~nd ,~OO~"_,_.",","""_.,.,",,,,___.,

3. SlttniHcn.nt...accounting.. poHci()s.....(continuQ(j)

(p) Earnings (loss) per share

(ros per share Is cornpufcd by dividing nel income (ioss) by tho woighted avcragé mimbcr of common
ding . ng fhopcr1od. Diluted oaminUs (loss) per share is COillputed using the weighicd uVerago

number or bommon and common equivdlon o\flsiandiog\;during the period. Diluted camious (loss) per share
. aU dilulivt: potential shares if anli.dlfulìve: Forwarranls and i.rock' options, (ho tmasury slock

usod whereby the nUl1iber 0 ional common sh,ims is c,.,lcufi:tcd by assurn¡ng ¡hat outstanding warmnLs
onQ stockop!ìons wi:rc exercised and that tho procoeds from such uxercises werre used to iicquire shares of èomnion
stock i:t the nverngo market prico during the year. For convertible debentures, tho "¡f.q:invortod" method ir used.

(q) Deferred tenant inducoments

menta recoived. b~i the Corporation am deformd and amortized against ront o:xponso over tho lomior tho
se~

(r) Coniprohcnsll1o (loss) income

Compruhonsivo (loss) income consìslsof not (10$.';) ¡ncomo pIiis "olhcr compmhcr1sivo (loss) íncoino", Other
comprehensive (loss) incomè indudos gains or !OSSQ(; resultng from the changes in fair valuQ of certain financial
ins In 11s tiS described above. Accumtilated other comprehensive (toss) Income is prøscntcd soparatoly as a

Com¡ niot'shamholcjoriseauìty.

(3) Usc of estímntos

The i)ropara!ion of the consolIdatcd financial staterncnts in llcordancc wi!hCanadian genorally accepted accounting
principles reaulres manage(1entto make usliil1ates ìlr\d assumptions thatntfeclth(uopbrtod amounls and disclosures
made in the co . ated financial s \onls and astt()ciated notes. T!1(Jseeslìmates and assuj1' arobused on
im:intgemcnts to rica r expo est knowledge of current evenlsang condilíons and ncl lhat may be
undertaken ii, the futuro. Acliuil rosuUs coukldilcr from the!m estimates.

--:

The rr\ost sígnifìcnnl estimates included in these OOl1sdl/¿fi:i((¡d ..fiiumciàl slatcmenL~ am the vóluatin Of account.;
rccc¡vablo~ lnvontÖnós, income taxes, asset amorliZ'átionperiods, slack-based compensation and the carrying value of
goo(jwil, intangibles and accruod liabillies. Estimates are alsoiiscd in allocating u purchaso prico mfatod to a business
combination. measuring Impairment of certain asse!.') tlndín recording fair valU() whon an impaIrment has occurrod.
These estimates depend upon subjecHvo or compfex judgrnoiils abbutmnUers that may be urloortaìn, and changes in
those ostimi:los could miitotiaUy impact the consolidated financial stutOrietil$.

4. Accounfìng policy changes

The CorporoUon has made co rmin changes in accoiinting poUcles to conlomi to new atcounting $!Md;;ds issued an(\
appHcablc 10 the Gorporation.

(a) Capital disclosures

Effective July 1,200, Corporation a tad tho mcommondalionsiSlmed bythc CICA in new accuntig standard
Sectîon 1535." "Cap sures". on 1535, specifo!! tho disClòfMO of: (l)an entitY's obioc os, polìnies and

managing capllal; (¡¡)quantiative doio about what1he entiy regards as capi!,,)l; (Ji) r theentily has

1 any capital requiromonts; fl if H has not complied. U1C consequencmi of stich l'(m-cornpliiincc.

of dîsclosûms are fUrtMr discussod in 0 7.
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4. Accounting policy chUlgos (continued)

(b) Inventorios

Effective July 1,2008. tho Corporation adopted tho mcollmondaHons issued by the Clc:A În new accounting standard
Soction 3031-"hiVenlöries", which mquìms inventories to b(Ynlöil!urod at Ihe lower of rôatlzàb!o valim

and. i dotorininaticmof Cosl, In(;lu allocl)!iorl of ovorheads rios.
Thê; the! use of oìlhorfirsl ìn,led overanô cosl cost of
inventories of similar nature aMuse. Techniques su method may b'Hmed to measure cost of inventory
if the results approximate cost. The adoption of tliìnstandä ímpncl orUliocurrmit or previous opcralíng l'sults. of the Corporation. .
Rctail inventories at June 30, 2009. c':i¡ed Ht cost were $9,8Ü4,062 (:WOB . $9,191 ,452). Holall invcnlorimr reCOgnized
as an expense. during~the year ended Ju.l1cr 30, 2009 wore 10,990 (2008. $65,420.494). There wemno retail
inventories wrillori down to net roalizabl(~ valuc as ,l result of tions ,,,hem the cost of inventories is not esUin¡¡tod to
be recovorable duo to obsolescence, damage or dédiningselling prii::es.

at June 30.2009 cardodnl cost wer(t S1,677,ß18 
(?-008 . $1,608,159). Maiiûfacturìn(J

an expense d . . ear ended Juno 30, 2009 w(;re $3,73.7. 8 . $3;304,371).
inventories writ ..to ncL reatìzable value as ri ere 0)0 cost of

is not eiilimotodlo be recovOrabte dun tö obsoIQst~()nce, domaoo o(düc

(c) Financial instruments

Tho Corporatlon adoptee! prospoctively withoul restatemcnl;CICA ,1'1tindboe*sö s 3862 - "FimmCÎiil Instrumci'its _"
Dìs(~lösuro. a 863 - "Pimincìallnstnmienls -.PmsentaUòn", which roq , disclosures toanable use~ 10

ifcance of finnntial instru(1\(mts 10 (ho Corporalion's fi lion andpcrfbnnanco. Qunlìalivc
UfOS a idod. to endble users to (Milmito the nature and ex'lentor risks arising from the

Corporntion'sfinanCÎaUnslrum herd.cscribed in note B.

(d) General standards of financial statemoiit presentation

EffocliiicJuly 1, 2008, CICA Hi:iibook Scction 1400.oäA . .08C- "Geneml
Presenlation - Goin9Cbncorn'~ wklsadoptcd. Thoro is rio impact on tho consolidaiod
applying Ihis section as further described in note 2.

dams of Financfál Slatement
iclal statønionts asa.rosul(of

Future liccounti,l1g pronouiicarl1Cl1ts

Tho,Corporation is currently assessing ¡ho impact of Iho adopliori of the following naw accounting stnndards 10 ils
consofidated !1nal1cinl statements.

(a) tn February the ClcA issued Handbook Snction 3064 - "Goodwil and Int'1ngiblo Assets. that suporsedcs
Sccliòns ~~062.. JI and Olhor Inl4ifl and. - "Hcsemch and Devtiloprnörll Cosls". Suètion .3064
provides additonal guidance oir wheii 0 qualiy. for . n as fnt,mgrble assets and requiros that cos Ii;
can bedefimi:d onlywhenmlatingioan ilenrnicèlino tho delinassöl. Thisstandal' wil be opplfcablc for llw
2010fiscal year. Tho Corporation is currently assessing whether application of this new accounting ståldard wm allow
for pm"OpOlinlJ costs to be classmod as ÎJilan!Jible assets,

(b) In February' 1 the Ganadltm Accountîr)f Stan
to adqp lëii\åliòi1, Financiü! HoporlingSlolídards

Acc9 ,this Glanóard wlf bcnpplicii6in fór Ihe 2012

Be,irdconfirmod thai Caf4díim public enterprises wil need
effodivo)or years bOfïinr\híg oriöràftor January '1, 2011.
I YOM.
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5. Future accounting pronoiincernchfs (continued)

(e) In January ZOng, IlloCIC lIcd new Han
Fìnai)ciìil Slataments\ and - "Non-Coriti' U
Combinalipns" aríd 1600 - "Gomiolid¡:tcdFlnancial

hich the acquisiton .
, oaeh of (he now sections COne

......~t'nir~ss.()?mbiniiliof)$¡.... ..1.Gl)1~.'¡a()fl§gl.id~triRsupcrsede.cui'rentsuGiíonS' 1581.... "Susiness
TI JklhlõshállP'9 at\¡:llødipt9sPPQlJVéIy.tlj

~9, ... '.. ~emJilQddif'~ri,ehf¡ty,Uy. Jf¡ cteiit(j(jj()cgrJyerge

6'. Acqtiisitons

During 2008, thO Co e issued and outstanding sh¡;res
Market. an croven st es of New York andColinoc$30,279,4138 m shand issliilncO of 72
lair valtw of $2.36. ommon shares lipproximated the sham
whoii the shares we rovided for 0 discount on the shulúà duetO!rid

The. acquisî!oi) Was financed th((jugha senior secured erect
sed in Not 18. Tho . ìt0n has beon nc
operations dr ,mon's r Fòod Markot b

rom tho dato ofacquisHiol1.

Thepurehaso pncoallocfJiton ¡s as roHowi~:.

Mrs. (3roon's Ni\1uníl Food
through thepaymont ór
on shores fit a averago

9 prIces ncarlhe datos
reslrlc!fons during tho firSt
convor\iblo Simi¡)fso.cured

¡ngthe purChase method wîlh

in the consolidated fiminclaI

Fair valuc Of net assets atquiied:
Curmnt assets
Property and equipment

s
It) aS$Ots

GOOdVilll
t Iialiilties
iolder loan

$.

$ 33,178,234

Considerut!Oli Givan:

Gash
So1Uocj in cói1impn.shares
Trrinsactîonpa¡d ¡(1 cash
l'i:iY,meiit of S holdér\lòan

au
Co n has delnrniiimd .

lion will bu recordod. .

$ 32,656~872
1,701,313
1,197,433

(2;377.384).

S 33,178,234

mnd name ($7,928,000) ¡jiid
Intangible assets have.an indefinite

7. Capital structurö financlalportciös

51

The.'.COrPÒtlllîÒl\'S...ÖbjgG.tiVO's.WhÜíi..n'lilriagitlDGá(lItölYtirt1t..i)..'(il)sutè;SúfHcIÒnl.lk¡tHdIty. .1õtStiPüi:rl...¡lšfillanêiiil....ò.bjOGi¡y\jS

PJ1i: .CX99lJJe .it~..stratfJgicarld .QR¡rrating.plån;¡;....¡i)0 (lqf;lm:¡yqnöuts.'P:ro nwt,nnd;jii). .lna*ìmi4eand
~Üar~b91ger.\'5~il¡~,Tb.e.gørp9ra\¡o .. .. .. ..i?HiaFrrVlliWSTtJiee¡'(~F~1¡v~
rov¡owsJ9IUreqapllãi:rcquirements¡. ...... .... .. ..... . ......... reiat ........ ... ... ..ocapitatoxpi:mtltu(oS;ond,.rnätchêS
IhqspqxPut:led..futurorXPo.ndiIUrfJs..wìlh.oitllêpfql(irnally.'.goi)er¡:to~....(JasJi. .ffow.qr...9ic19niafJY'dql'.v(¡d;castl..11Ó~y,..wriith¡s.

t¡onci;t1.yin .1110.. fplll1.afßçff,illai.Wl bqlrçwiO!l. TlmCp,rppni VØll'St;.Stl'¡:nd....()v~ra Itdql),tnp¡;it1(;lI JsJt,,;pòrt(l(lalirl.royiqYtotl



~
llLêlNô'¡' OlU3j\NIC

1ß'

U" Ii ,itV'I~-/l"..n: '(;'.:o-::-f::-rt-""'~~''''''~''''~'~'-;---..

Planet Organic Hcaltli Corp.
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In Canadian dollars Qxccpt wh.ere noted
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'--"-""'''-;'~~-'''-~;''''''~~'''''R'_Nu.''''',~wr""U''_'

7. Capltalstructuni'inancial policies (continued)

Msnagoment sfso UScs lomens! rnfonYlOlion to cIetennine if exturnällyimposed capital roquiwiionts01 infuture quarters. .
Consistent wilh prior periods.lhn CorpmHon considcrt, Wi toral capltaliintkiri 10 1i1dudQ all íntQlostb(~ar¡ng dobt,
¡(.eluding bi:mk ìndcbledM$S. long-101m debt (inclucling Iho cumm( portion therèof but excliidÎi1g unamorUzed financing
foos), sórl10r convertible notes pâyable (including aCGlVod inleresl thereon but excluding unamortized financing feosj
and shareholder,' oquì!y, net of cash. Tho eafculalioriisHüt oul in Iho following table:

"M"'''''''''_m~,-..",,,,,,,,__.,,,,,,,,..-=.,,,,,,,,,,,.--..__Yo'''''''"""'~~NtH'''''''~''''~''~'''''''''~'''__'''''''~...,.''''.m-'2009 2008

Bonk indc:blcdnOHS
Current porüon of!oiig-lerni debt
LçJlg~term debt _. .
Cümml portion of corwcrtltilu senior notes pnyable
Convertìblo soníôr notes payable
Aceru oV(ntiblesnnior noles payable (note 18) 3;979,208Share net of equity portiori afsenibr convertiblcno!os) 20,151,365
Less::ash _~"."_._"",,._""__..._,,_.,,. "_.....,,,.._J3,008,131)

$ 1,486,514
24~768l645

12,793,000
19;158,98$

Cn ital under mannqéincnl
$ 60,170,601 $58.283,570

The Corporation is in a staneof coi1tlnuous growth and accordingl~i ii; lOquircd to offocllvely manage exislin9 ci:pUal. os
wolf as wok addillon (Cos or æpitaL Accordingly, (0 niaxil'iizö i lec:.pilni, (he èorporation doosnol currently
poy dividends. Prim tho Corpofa(ion manages for ovomtl through investments in addiUonal mtni!
space for stores in Canadi: and Iht~ US. Additional rol:~fl space COli he form 0 slolOn or expansion of
exislìn9 localîof1n. ThE¡ Corporalion does nolusuaHy takenri ownorshipinlorcstin land os, however, capital is

expended in tlieform of leasehold irnprovornenlsond featumsthat onabtethoCorpornUonlo build its brrinds.

Tlie Corporation has hrstoricallyrefìod heavily on ils ctlsh flow from öperations.lofund its capilal
In tho priOr IIseal ur, U10 Corppratlon signilcanlly ¡ od lIs, éxtot''ial borro..ing through ans,
andSEmio ble notes primarily 10 fund the (lcqui ilion 

do scribed in nolo 6. 11105.0 tiebt inslnll1fmls eolúiirise tho
sirinifGunt rm;ijority of eapital undor milnagomcnt.

As part of tho debf ngreenierits, five financial raliOI¡ tirc ìn Í1nlca 
ted mla quarterly l),isis; i) tolal løverago ralio- calcii . 0 A, ¡i) senior

rage ralio - ealcüfateò ,)S tolal debt less sülxrdlnated indn css (so nvc notes payable) divided hy
cd E fixed cliargecovcrago ralio -cHlculatod asadjuslcd EßITDA plus consolìdàièd cash rent oxpenso

loss capilal urès und iiicometaxcs paid divdod by cash intermit paid plus dotil prinëipal mpaymenls plus

ronsolidatcd cash ront expense, iv)înlcresi COVCn'go ratio ~. calculated as adJusled EBfTDA divided hy consolfdalqtl

, v) c,ipilàl expenditure limits, The covonant;; am based on a rollng !\elvo m period (except
capi HlIìls) and uro calculatod after converting arnounh. to US dollars ,ilotfcCtive,;j e rales during
ll1l!q)criods coveré(L

Tol¡~llqveragèratio
Sonior
Fixed bl
Internsl
Capita!

mlio

6.44
3.Ù3
1;3
3.30

$ 4,533.829

4.12
2.55
1.20
3.85

$ 3.202.406

5')
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Planet Organic Health Corp.

Notes. to the Consolidated Fiminclal Statements

11\ Canadian dQII¡:ini except where noted

£!ll' lho yours ond~d June 30, 2009 and Z008

Capital structure financ/alpolfcles (continued)

ThO Corporüti6nWasincomplìanco WìUl lhticovømints duríng.tho poriod oxcoptfor ihatolal foverage ratio, senior
leverage ratio andlrilerosl c covenant broaches hiwe boon communi tho I€indor$ and
negolialionsnroongoing Iowa foclivo resolulkin.. Although a resoluliölì has not beon by Jur1c 30,
2009, thO Corporatiòn.docs nol oxpecltho lenders to declaroalllong.torm debt and convertible senior notospayablo
immediately duo and payable. Hov,iever, tho ,has presented all long term dobt and the convorliblesenkJr
notes payable H$.p of current iiabHilies to reHe lonlial that the loans rnay be dornanded wilhìn ti'lQ next twolve
month!; shoUld neg with the Icridors be unsuccessfuL. Under lQrrnsoJ tho loàn tlfJroements, certain of th(Hòi:iS
be,ir increased interesln:tcs as cCOvonnnl broach. Acco Iy,. Qrporafîonhai;reflecfod the impact

of fncmJ:stld interest rntos in lho cd financÎaLskîlomcnls to ttl rpo under the
terms of tiie I agreements ' as at January 1,.2009. Hot nolo 26 for ( impact of
forbearimcu ag ents entered sequent to yearend.

s !lot incoma plus intalOst, taxes, doprociaiion ,wd
.. ntid allow certû;Ìn adjuslml)flts (0 EßJTDA os

.GMP fin me.asures do not have standardizod
comporablo to si r 1fOtlStJlu.: l)rasentod by ottior repotiing

a oon-GMP finiJcfnlméaslil'o gMimilly deli
Addítomilly, tfie (fobt. agiùrmwnls spac

calcultiti1d at)o . as 01 calculating covomm
meanings.p AP (lnd IIlel'ofof' may not
isst/olS,

H. Fln;;ncial íiistruments

(a) l':airvalueof finiinclalinstruments

The f¡iir value 0 ciat instrument is the (Js!imiited nmountthal tho Corporation wouldmcoìvcor pay to sóttc

thá financial tind fintindal liabillies ns at the ropörlirig date. The following lable sUmmarizes lliø

clas!;lfcalipl1 or the Corporatlori's I1nancìallnstrumcnts( as well as lIwir en rryinp amounts and fii¡r values:

2()Óg5
ói1lõr

. finan'ciat
IÎabflites

FiTìanctal Assets
Ctish

Dosigmitod
hold.for
traq!!!ri

Ldáltsand
l,o.cotväbJcs

Total
çarrylng

.._.._a rro\ll Fairvalue

$ ;3,008,131 $ $
'l,830,a!t9

20~~L,_,"
$ 1,851,409 $

s s 3.008.131
1,830,889

20,520
.4,859,54ñ"$ 3,008,131

FhHHlcial Liabilitios
Bank indebtedness
Accounts payable nnd
accrued liabìHt!es
Loiig-term debt
Convertible sonior

$ $ ery 1048(1.$14 $ lAß6;5t4S 1.486.~)14

1.1..Qrl1.;ÜÖ2

$'..'''''4$;04$,944
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Planot Organic Health Corp.

Notestothe Consolidated FlnancialStateinonts

In Cam:idiandotlars c
For th,,~Jears.,,~,!~de

Financlaliìü.trurncnls (coiitlnucd)

(a) fair valiw of financial instruments (continued)

2008
-.'~'---="'"'''''''-'-='''--''''Ddiihätetr-~''~'''''~~-~-''''--~'''Uther '''-Idtr--.''~'-'''-''-

h(lld f?r.L~all$.~rld (inanela I òtitr)ihg
-~"""-,,"". ............ ...."'~"'''~.~.",,,tras!!!J,g,.,._..r8.ce~~.WJ~~,.,,'')i;ib!!l!.£s .. .....,"_" a~le;,JÜlt--,.FakVàIÙh,

FinaneialAssetsc:¿isii $ S$$
Accoù ritt . roèóivable.
Nalè$.,rèceivIiBJ&

"ï'6ILiliinaúclãlnssets

Firinncial Uàbillies
B.nnk indo $$Ac and
lie
Lorig~lerm dobt
ConverHbfu sonior
notes

l'otaitì

$ $ $ 1,594,591 $ '1,594,591$

7,054.883
18,938.847

7,054,883
113,938,847

7.054,883
18,93BJl47

Thocariying aflounls ófcash. accounts ank indebtedness; accounts 10 
and accfticd fiabHitiesapproximato U10ir .. valuésal the bakinte s dl1üto the shorl-IOI'li nalum IhesQ iI1s11ürnonls. The filii

valuo ot Ihü notes pproxirnalmi ¡Is 
currying v,lluo at the bálancesheet d~llQ due to the variable interesl mlcf;aalum ofthcnotQS Ie..

air Vall1f.l of lhe Cdrporalron's longlerm deb I 3lld convertibJo seni payübfe ha(ure cash f1 t would be øffured for debtor sin iÎlio
transactíon . onl volatilty in e credit ma nçj .!he

nato 7, lhe Corporation expects ósubjecUo ii I II sproad applíedlo
instrumenl'l and IhaHho ierms oflhe convúrtiblq soniorvoul? he differorÙ, part

conversionprîcc. AccordÎiig1y, the carrying value of long itlrrn deb! and convorlìble sMlor'nOcslimiitedfair value. . ¡
(b) Credit risk

the currying

evaluations
The CorporaHon

sector. The Corporalìon maÎntalni a

.. išklhnt one party to a flrlHl1c¡alinstru finunCÎalloss for the other party by. failing 10

. Firiaricibi instrumenls \vl1ich P uhj(l o. credit risk consisL'p'nmarHy
and noles reooÎVablc. The Corpomlion's l1tlXil risk is ro .
rnll accounts rm;oiviib!e and 110 ¡'labIa. The Cotpon;ilìoo ì)úifdHns ()

finanCial condìlónund Iimil. untof credit exteoded when deeme

concnntralion of ,in any particular geographic or cu
uufo reSONOS for poleliti lossns,useslimatoeJ by manage mont.

Rcconcìlation of changes in alfowance ròt doubtful accounts:

Baf¿.llce, beginnIng of yoar

I pccounts
, net"Ç,f reS9y"mtes~,"",,,.,,~,,

s

~~""""'!'!""'''''-''""''!!!!!!!hm!''n_...

137,481 $

42,910
t17.Q§~)

Balance, end of year
$ 102,726 $ '137A81
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Notès to thC.'Collsolldatod Financial Statements

In Canadian dollars except whcronotod
For tho years ent!£:d June 30, 2009 al1~ 2008 _____...._......,_______""""'_,,_.,~__

8. FiMncial instruments (continued)

(b) Credit risk (conUmicd)

tomis are generally 1101 30 days. Gross accounts ((caillablcat JUfiu 30, 20

30, 2009, the agingpefCi;mfages of ticcounls rócaivable(
o days past due, 3% 311060 dayspasl duo, 2% 61 to 9Udri

wom $1,897.470 (2008 -
wance) were ,JS follows:

past duo and 1 % ovor 90 days

(e) Liquidity risk

Liquidily risk is the that an entiy win encounter dirlcul!y in meeting obligntions associated with finanCial Iiabiltios.

As previously nole Corporation waii in bmnch of throe or its.debt eovonanls" Accordingly, the ten e lhe

righl to placo the Corporation in defaull which would i lately mako all dobt duc nnd payable. s with
lenders oro ongoingnnd the Corporation curwnlly con toháve access to rovòtving creditfacillics lhat ensure íl
has !!uffCíenl avaikiblo funds to moet currant (¡¡mncki) mquimrnenls, Additional dísclosuro on liquidity risk and goingconcern in provided in nolo 2. .
The fitàbte sumrnarizesthe undiscounted eönlractual mat

month s enrled June 30 Under loan facilities HsthoY cxis
incroillt:mtal intere!'t resullirig from the covonant breaches previousl

ofsignîhcnnt lÎnancialliabìfliesfor the twelve
unc 30, 2009 (after l,iking into consideration
ussed);

2010
$3,527,157

2011
$ 3.3:34,275

2
$6.885, s

2014 Thereafter
-$--'--

Tolol
S30,35t1.768

The Corporation's bank indebtedness, accounts pnyàble and accrued liabílliesHte short term in nature which am due
inllie n Ive months i:nd accordingly are not included l'QOVo. Despile the covenant bre eS describod in !llos

2and 7, .ra!îon expects to mainlain acccss to suffcii:mlcrodil Hnes to meet ot)cmHng s.

(d) Interest rata risk

at Ihe fair value of future cash !lows of a financkil inslrument wîl fluctuate b(;'Causo af

Ins. Financial .lnstrument~lhnt lìaHysiJbloctthe CorporalJan (0 intores( rate risk

long-term debt. . .. sl rates am v¡:rial pending on rute maturity

. may vary ini:iccòrdance with tho proviicorltàil1d In the lending

o rales or Bankers,'. AccoptancQs. Tho Corporation daos not currently
is and rnunagns in sk throughthO;selcclion of short
ra .estJmìl!es tMtl1 1int Incrcasu (èlecrcaso) in interest

would result in an ìncrO~iSO (decreasó) to long-teriníntemsi expense of

(0') Currency risk

Currency risk islho risk that the fair value of future ca(.1i flows of a financiuf inslriHllont wîl flucluattl buc3use of
changes in forokJo exchange mIss, Tho ration.s in the Unitud Slatei. and Is exposod tó risk from
changos In foreign curn:incyrnttis vihondollar iO the Canadian doHar, Addltbn
Corporà!ìon'S convertible senior notes payable and apodio g-terrn d.ebt arodonorrinalcd in US

)osÎng Ul0Co rporalfonto changes in foreign currency rates orponiHon mitgates cósh !low riSkpiiridpally
... . résullng from thèoperalionsin tho LJ$(including sales andpurchasôs deiiominated ¡nUS

efo that p urces bf US doflnrs suffcienl 10 suHsfy foreign denominaliJd lia~\¡¡ìes, The .C.orporatìon

estimates ¡hai a five cent increase (docmasc) in famign exchnngc rr~tc, wÎlh all olher vanablescoOl.lant, would result
58
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Planet Organic Health Corp.

Notes,to the'ConsolJdated Financial SttiLements

In Canadian dollars except where noted
for ~he'years ~ndcd Jt~,,!~.e 3~.~,,~~9 al~~,:,~008",,,_,____,,,,....,,__,,,,,,,,,,_.,,,,,_,,,

_.......~mw..~_...("'"........__NN.NNNm"_

a. Finánèlal ¡l1struments(contini:ed)

(e) Currency risk (i:oIHinui:d)

(tJeçtøifsê)rii ù611¡)cóllie ;t¡laPproxiniätøìy$r6(j..(lQØØ.ft ¥eat tinti,iî
loss qr$l,lQO;QOO; Adt)i!i:.iJ¡:ldiåêlöstlh:i Ò(,LCÚtlênc¥iis~is¡nqltJtfeçi

.' USS¡OJian(fAnaJysis~

Tho consolidaled balancO' 511001 ¡ncludes ~¡Îjnificant (oieigh fin I ass such as c¡ish and accounts receivable, as

weU as signifcanl foreign. financial ltabHilios. such as :i:iccounts hie. ccmed IÎabilUos of Sa,008, 131, $399,742
and'$t;;737,225 rnspeclivcly as or Juno 30, 2Ò09 (2008 ~$1,()11.440, $463,828, $2,20£,216 respi)èüvoly). As
30. 2009, the cash, accounts mceiv . nnd accounts payabl(~and accrued (iabilties donornina(ed În Unit
dollum al"l() US$2,586,527,3,71fl and US$2,353:590 ros Iy (2008 ~ US5991,900, US5454 

,86"1,US$2.16 ). Hefer tq nolos 17 and 1ßlolhmm cO.lsolid ahCial :ilatorrcntG for balances oflong-
fOllulob ble senÎOr' I1les payable inCanaditin and Unilod Slates do 

lIà rs , .

9. Notes rocelVlible

Noles receivable cOl1Îsì of ämounís due from.corlaih(rqnchisucs us sol out bi;19W:

Notes roccivablqboaffng inlerust ..
änd interest paymonls nggmgat
invenlory hold al each franêhiiw.lo

l'ièrádnurli With ni()nUiJY8~¡nc¡pal.$
ßsa. 'lhol)oJc$a(é$ccúrm:l by

§G;6Sa;S 109;5713

L.oss CUlTcti p6flioii
Loss a,Hç:wancc fOL~ncolluc!&l£.,Rorlí,n "-"" 

,,--_. ,,,,,'

(~9j!JOO)
(36ï13IJL",

G2Ô,$

(29,760)
(36,13.!!

40,677$

Estimated principal lepayrno11s for the next five:years aM lhereafteráftl as follows:

$

$sQ,G58
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Planet Organic Health Corp,

Notes 10 the Consolidated Financial Statements

In Canaellnn dollars oXcept whcr(l noted
FOLthe y.cars ended June 30, 2009 and.2008

"..""~'-..,,"""''''!-~.,,~'''~,~'''''''''..,-..,''''''....,''''''..,,

10. Property, plant and equipmont

2009
AêcUmtilätód

COst anio rUzåti Oil Nctbøok valuo

Software
$ignage
Computers
Offco equipment

Production equipment
Rctbîl oquipment und fixtures
LeasQhold ImprovementsBuilding .
land""","_..."__,__,

$ 292,436 $
27,358

739,573
520,444

1,S82;1l0S
25
48
09

69i024

203,998 $
14,080

424,863
241,442 2
991,976 5

2,899,360 4,296,065
2,729,376 5,518;572

740¡817 1,558,192
_u_, . . ,'''__ 691.9J4,

$ 20,974,522 $ 8,246,412 $ 12,728,110

20òa
-----,~-". ''''"'''-'''''''''''-"."-''''''''-'''''~---'-~' .Aq§ii¡nUfóJep .,,=""""="'--

",,,._,,,,..,.""~~,,._,,~,,,.,_"_~.~_~," .Co,SL.,_," al..:,2tlze"tion . ..Not.ül?okvqltJc

Software
Signage
Cornpule(s
Offce equipment

Ion oqufpment
R ¡pment ond fJxluroi.
L.easohold' impwvo01e tlt$
'Building
Land
COl1stwction In ro rest;

195,812 $
27,358

651,745
404,139

1,5~5,114
.1;14õ

(5

s

.996
612.509

3,103;349
4,076,321
1.640,202
. .69.024

49.787

$16;401;569$ 6,247.490 $ tU,154,u79

11. Góôdi;JíI
;~~.:,;,,::~~,~,(;;,;..~;;;;;,;~~(~.._,..~.;,,

Balance, buginning of year S 31,424,42.8 S

Btll\ll1tø.,çl'ldqf yaa r $ 31,424,428 $ 31,24,428



leg':

PlarietOrganlc Health Corp.

Notus fo th!l Consolídatad"Financii:1 Statements,

..1.'
III Canadiaii dollars except where r1tod
For th~,~arsonded Juno 30, 200Q an~;."008

ú."'"..~~".."'....".."' i,...~~~.,"W;.

12. Intangible assets

-'--'__"__"~.'.__""__""__""__m,,,__.,_J2.ost
ACCUiiulàtod Not
1!riort~¡jtfö!!_ bookyaluo

Inde'fioite fie

Mrs. Gròèn's brand naniò
Mrs. Gro(H''s commissary recipe:;

DøfinIte life
.._ Ntin-c0!npele coniragJ___.m,."...,__"_."____,

$. 7,028,000

236.000

,100,000

$ S'!,Q21l;OOQ
žál1.Òtió

.",,',.. 100¡()Ol.,~~~::,_

$ 8.:n¡4,OOO$ 100.00 $. a, 164,000

Inde finÎtn life
Mrs. Gmon's bralid nama
Ìvlrs. Grönn's còmmlssary recipos

DcHinito life

_Non-com¡:oIÙ conlrQÇL.~_,,,~_.~,__,__,."",_,

S 1,928.000 S
236.000

100.dOO

$ 7,928\00,0
23G,áOÖ

67,619 32,381

67,619 S a,19G.3U1$ 8,264,000 $

13. Other assets

~""",,. --,ú""~~_.."",, A~Çpliiql~t~c:Cósl ,_._,~'.imortlzation
N~t

bÖ6klia1uo

$ $ 275,566

$ .1,222;(ÍZa ..$ !J4G,458$ 275,566

$ $ $

$, 1,3:)1.141 $ n:to44 $ ;î¡j~y'dQí
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Planet Organic Health Corp,

Notes to tho Cons.olídatod Fim:iclal Statements

In Canadian dollars except where noted
For ~!!é yoars (:mda~ Jun~ 3D, 2009 and 2008

14. Deposits

$

, '$ 603,364 $5ail,856

15. Bank indebtednoss

Bank indebtedness consists of the following:

ued in oxcoss öl flJiidson deposit
of credit

$ s

$1;486,$14 $1.5$4,591

T redil Facìllios rorgoiieràl corporate purposes wi
$ a.luringJtlOe 2012. The (()(n bear'
ABR . Due to the coVenant broach, tho loan ci.rrel1
annum, or A plus 3%, at tho oplìon tif tho CorporatiofL Interest is pa
general security agreQll0nt which places a floalinn charge ovor aU öf
subsid¡aries.. .

xIlùuni lcindiiwj limít of
plus 2% per annum or

at UBOR plus 4% pot
monthly. tonn issecurcd by a

ie ass(~iS of the Corporation and its

16. DeFerred tenant lnduèemeiits

Balance, boginn¡ng'(jf'yCar
I Qnts tucoivable
A atIçll

$

Balance, cnd ofrear s: 551,573 S 41ß,U2ß
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Planet Organic Health Corp.

Notes to the ConsoJídatedFinancial Statements

In Cariadiai.i dollars eXcel¡t whero noted

J::or the v.,~ar~ onq~,~ Jun,?_~g, 20~~an~,.,?QQ~_,,,_,___,_
....,.....,,-~...R.,"""'....__"'NN''''''''..._..'''',.'_m_'...."''''~,~;;.'';;;;,;;~__.,."~",;¡,,,,~.-

UriHe(1 Slutes dollars ($10,690,4:14 USO. 2008 . $ 19,410,975 S 17,701,992
loan as a term of six yoürs, mhlutiÍìlJ Junp2013.

al L plus 5.S"!.) per i:nnum or. Rri:la plus
or annurn. Due In III lrl,subsoquont to 31-
he loan bi~ars interest at UßO . % p()r .ìnnu lui,
or niinuin, nt tho option of the . raBon. Intow

nlhly or qutlr!úrly at the o¡:ilon of tho Cor¡

i'paymonls nre i:ooqunrterly and comnwiicodon June 30,
calculated at a rale of 0.8% of Ihe oulstanding loon balance from J
Match 2009, 1.5% of thn oUlstandino loan Jm JUM 2009.
2012 and 2.0% of the ou!slanding joar\ bal co ((om June 2012 to
2013. The rcm..íninr¡prÎncìpal bäl..nce is dpo on malurìly.

loan payable (2008 . in United Statos dollars ($1;500.000 USD)). The 2,636,250 1,529,550
us a tnrrn oUivo yours. maturing Juno 2012. Tho lo'àn b:é¡iS interest at
, Ius 2% pet S!\um or AßR. ptus 1 % per annum. Duo t . nl
, subsequent 10 Apr!! 3, 2009. tho loon ljearsinicrost us
annlim, or ABR plus 3%, althe oplion of the Cotpomli

and p¡iyubrec monthly ör quarterly at 111 optiòn of lh

. payments arorly andcollrìnl1cod 011
arc calculated at a r Iho oUlstanding loan . .
200810 M,arch 2009 ond $. ,x, of the oulsinnding loan bnlnr om Juno20Ò9
to March2012. Tho romainÎoQ principal balwiceis duo 00 rnaiurîty.

Rovolving lonn payablo in United Slatos doHors ($800,000 U8D, 2008 . 930,400 828,401
S812,:'l97USD). The loan has a maximum lending limit of $2,300.000 USD
arid an original term. or five yoars. maluríng Juno 2012. The Joan boars
inlerestat UBOR plus 2% per .il1nuli1 or AI3R plus 1 % per annum, . io.tho

covenant vi sub nl to April 3. 2009, tho loan boars at
LjBOR. pflis ann rABR plus 3%, at tho opli ration.
Intoreslis c(jrl ppytible monthly.or (lUarterly n of tho
Corporation" cipall:afance is due on maturity.

Rë\Ïolin Uni.odSltilos dollars ($1,540,OOOU8D, 2008 - Nil
USD). maximum landing . 

limit of $3,500,OOOUSD and an
origiria rnalUringJund 2,012, Tho kian bears ìnlomsl al
Ll130R p10rABR plus 1% pet annum. Due 10 thocóvenant
violation, subseqüent 10 April . , 9, Iho loan li(HlrS intorøst nl lIßOR plus

4% per an or ABR tho opliOn of the Corpomtron. lntérestis
ayabro m n í y or qU8ltcfly altho oplîon of tho Corpomlíon.
.£í).is dnJl..on...maturuy":.",,,,,,,.,,__._,,,,~__,,.,_,,,,.._,._,,,_._"",_".,___,___,,,,,,,..,,_..,,,,,,_,,,,_

1i791,O:W

24,768,645 20,u59.943

LøàSUntlnl0rliZÒi:Jinnúèîr19füès .. .... .... .. .. . . 

(1.():ia.8ßll)
.hess eq,fQQ!..FiortioiiJriolU' 2aflEL1L".._~",__-,,_",.,,,,,.,_,.___,,,..,,,,~_,,,".,, (231141,7111

S S 1B,037,892
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Planet Organic Health Corp.

NoteslQ the Cçnsolidatod Finiin.cialStatoments

!ilCanadí¡lI dollars except whcronoted
For the years ended June 30, 2009 and 2008'"",, - -- ...... '-..,,up' . ~.""",.-i,_~,~..",,,,,,,,~,..-,,,,",,,,,

Long-Iurm dubt (contíl1ued)
seC by Gtloral t)()c\.(ílYfigmonionl which

n and .. Rnfc(td nolo 26 for ii
to SUbsoquent to yearnncL

Ei:Umated principal fúpayrnents for tho nexl four yeurs ntU.it):, úxchange .rntein effect ¿it JUiie 30, 2009 are asfollows: .
cos a floating
ussian of the

$ 1,81(;,451

1 76
11

15,735,407

18. Coiw()rtible senior notos piiyablo

Conl/ertible senior notospayahle ìn Ui ($1 $12,793,000
200a -$11,000,000 USD) lIio1 have. a s, n ,
2014. IntC(()0UScalëulatedand . t 13 In unW
Jul ,2012.Öuol'terly inlerest p n Oêtobßt 1, 2012 at

. pf 15% pe.r ann(.rtl based on tho oulstal1dln al and accrued
interest. ThQ princip .. ¡sduc on ma are convertible til
the optlón òflh .. m6ü shares orporallon at aconvorsìon
pri . part any timo befoli:¡ July 3,2012. rhe notes
are ràii . any time prior to rí1uturity ala rate of 115"/0 of
the outstat1ô and Inturoslup to J . 2011 and 100% of the

irig ìnteresUör tho mma g tht6.oyenrs¡ Tho notos me
s by a . ich places a floalíngchargo over all
0((110 assets ilssubs!dfados.

$11,216;700

(4;453,869)
3,~79,2Öß

(387,337)
..._.,,_..._:__..11 ;931.&02;)

$

Gross equity compoocnt of convertible sonior noles payabln
Accrued ÎnlQlOst
l.oss unamortized financ¡rigfees
Lesscurrori\.P.rtion (noto:2 'lnd 7L._,.

$ 7,sJ32.032

Grosseauily component of cpnvefliblo sonior notes p¡:yable
1..oss f1nanCÎnU.feo~L,,.....,..w.._..............._..__.

5' 4,453,869
__.......,...._...._...._.__ (253,554)

$ 4,200,315. $ 4,200.315Not equity conipontml of convortibl() senior Mtus pay¡:bre

TM cqnveflihla scóÎor i represented W conversion opllon.
Accordingly, those two elemonts ,nm spH í(iod separ bland oquîly. cariýing)itiluooJ!he
cOnvertihto senkit noto!' payable Is c¡:rculaled as tho: of the rcquimdJnlefCsCnndprincipa( paymants
dìsc at a rate öf 1 fL5% rtìlo that would ¡iavl) beon applicablo to ndú.
. convcrt sC,nlor notes payable al limo or noles payable wortiissuud" Tha di nee
be H¡( face valuo ilnd IhoQsliri)alOtl carrying value of the dobt was recordod as an equity compoiltH the
Uri f iSSUW1CO.

(
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Planet Organic Health Corp.

Notes faihe Consolidated Financial Stiitüments

In canadian dollars êxccpt where l1ötud
For the YOirs ondç,.~ Jtina ~;O. 2009 ~.!'d 2C!_~.".__._.........._..___"...___.".

18. Convortiblo senior notus payable (continued)
ThøallQca!ion oflhe earryinø vnluc, basodon the mlative fair vùllics, resulted in
Instrument and $4,453,869 allocn v,~rsi(¡rioption', Transaction cosls
andeql,¡t~' cOllpor'enta based on vo carrying amourì! en th. '
in $253,554 .of tho tmmincllon costs being allocated lbthe eq6rty pOf1cn f.
dobt compuí'lcnL.

to tho debt
tho dout
tesullòd

,988 being allocated to the

Tlú:t Corporiilion f:ccrotos the cnrrylnfl value of tho convertiblo sonior notes through interest oxperîse over tho
ex ..life of tho dobt componant such thnl at matwhy on July 3, 2014, tho carry a. wll bu their race valt.l
o ,DOD US dollars. On converf¡ionof 11m nonìor convodiblo notos payabl. 0 a nl rec to
IhQsoniqr còrworible notespàynblo along wiih the valLioof tho convorslon optionsexerc1,sed (\' wm; naiiy

mcordnd asar) oquity component) ntH! accrotod interest flolofcasti interest payniunts is recorded to sharecapilül.

Ref(;r to note 2 nnd 7 for discUssion on classificalionofcOfwertible.se
for discussion of the iinpHct 0 orbearimcq agroornenls entQred iriosubsùquèi1l I

19, Shure capital

(a) Authorized
Ui1lirriiled number of:

Common shares
Proforredshrius. issuable in series with any righL'i, restrícUons, privifoges, conditions and designations

boin9 fixed before Issuance hy the Board of l)iret:tors ofllle Corponitlon.

(b) Common shtio.$ isiwcd

l3iil1Ulce, begllUlir1g .of yoar
Sl1tifCs íssuud:

On ox.orcÎs(~ öfwamints
On . iJsiUons (note 6)

On llÍlof private ¡:5!t1cernont
On exorcise of optiolîs
On payment of bonus shams

Fair vaiUe transfer 10 warrants
Fair valuc fer from conlributudS'urp!u$

on exercisè lock options
~ßtip~;Luanco.cosls.L.1,Çt of ttlX ............._.~~__.._.__..........__...__.....

34,634,794
'j

21;456,932

~.!ourit

s

30,000
721,696

li800,OOO
21 a,oot)

200,000
no,Ooo
500,000

(486;000)

2.HOO

(16JJ92)

34,634;794 S 21,456,932
Sa larice, end of year

(i) Transactions during 2009

During 20Q2, tho Corpora!r(m sold uoi!ù6t the Corporation 001

addìtionat shares. During 2003. certain Warrants wero,excfCÎsód. . n1c"iL. rràni valuo..
¡¡ WilS díscovérédUmt commonsharo certificallm .hiid .not been-fssuod 101'30,000 warrants, allh6taih
had boor¡ fully paid up. Accordirigly; on July 21, ZOOS, (he Corporation issucd 30;000 (;oninioiHihams withoutpronnds. .

34,664,194 S 21.456',932
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Notes to tho Consolidated Financial Statomonts

In Canadian dollars except whora noiad
For tho years encio~! ..uno ~~9, 20Q9 ar~d f"QP8 _,_,_,,,.~,,._,,,,,.,._,,,___~_"_

19, Sharo capital (continuod)

(ll) Common shares issuod (continued)

(ii) Transactions during 20011

Tili; Corpoml¡oii cfosed a non.brokorod private
offcer ,Înd direclor of IheCorporation, at an . price of
Each unll consfsls of one common share and anti commoh s
holder to acquire one .idclilonnl common shnrefor $3.25 fòr ,i

unils, with a Company conlrolled byan
unit for gross procoeds of $4,500,000.
aso warrant. Each warrant entiles tho

o two yenrsfrol1 issuance.

Tho Corporalion incurrod cosls directly atlfÌbutalile 10 Ihis lransacllon of $16,092 which w,is recorded onnínstshare. capifal. . ,
Tho Issued 250,OOOcomrncm i.hares at a fair value of 52.em pt!r share
trans uffed ns PHii of the acquisiton cornplelod durinÙ Ihe. period
pursuant to tholt'imsac\íon, an additional 471,095 cornman shares pI a fair valu
issued to comploto 1110 transaction with rospiict to limi! valuation of working cnp .
for oach issuance was a refluction of closing .share prìCEis neurUio daies of the
between lho partími.

sctlomcnt of coM010

6), AddìtiOMlly,

. 8 per share were

rchased, Tho falr value
aöce.nnd as negotialed

Tho Corporation Îl;suod 200,000 common shares alaf¡:ir vtiluo ()f $2.50 por share to an offcor and director of
tho Corporation' pursuant to tho I(¡mis of arl orliploymont contract The fair vaíue roOeclcì: the share closing
prices near the date of issuHnce.

(c) Escrowed shares

Comma!) slmres issuùd in connac\h:m with tho prior. yonr's acquisiton am SUbj(lct 10 oscrow còndiüons
determined by 1M variou.s regulatory twllioritiosand management These am ¡elcasadal spedl1c intervals
ovar a period oftlmo (ollowin\1thc dale of c1osinU" .
The following summarizes the status of commonsharoslick! in escrow and the changes during the your tl1ol1ri~: .. . . .

200$
!'umborör

Bùtal\cU. ...liùld...lnesbr9w,bôglùrìiløq f~(làr 125;000
..r:.sorPWPd~l)aresdar!slng..fro01.aCq tiís ¡tiorw

",llele;E,scd dUrlQ~ilhc.xear ,"_~~,"",.""..;"",,,"""",,.,,,__,,,,~,".,__,,,,,,~_~~_(125'OÔQì

Balance held In ascrow, and of year 125,000
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Note~,to the Consolidated Financial Statements

In Canadian dollars except where noted
Forthayearscndod June 30. 2009.âlid :W08

19. Share capital (continued)

(d) Stockdoption plan

"Î
Under thi Corporatìon'sstock option plan, the Corporation may grant options tocmployecs, consullnnts,
offc~rs and d1rcctors tolalirig up 10 10% of its issüedand outstanding common sharo~, In a
aggregate number of shares so reserved foríssuance to anyone pcrsÖli shall not oxceed5%
and outslilnding èomihóii shares. .
The fQlIòwingsummarizes Ihe status of the stock option plan as of June 30, 2009 and tl1eçhariges during the
year!hen ended:

Numberof
__--eti 0 n s

OUtstandIng; baginning of year
Granted
Forfeited

. Expíred
EXè(cised

2,542;5Òü
25;000

(13,000)
(400,000)

Obfstándil1g,cJ1 c!ofyea r 2,154,500

Exercisable, end of year 1.901;000

Additional infomiation tlbout slack options outstanding at Jùne 30; 2909:

1,638.500

Grant date
Number of'

shares

February 17, 2.0bS
July 3, 2007

__ Jury 16,2008

1,303;500
826;OCl
25.000

2.154.500

200S
Weighted

àverage
eXC(CISè
--ríce

Nuniberof
of~t¡ons

2008
Weigl1tqd

average
exercise

price.

;M.

$ 0.92
2.63
2.50

0.52

$1,1:ii
2.5Ö
2S.q .
rú¿

1,613,$QO
1,t62;000.

(23.000)

$ 1.72

$ 1.26

$ 1.00

S 2,50

S 2.50

f?xpii; dàte .

F ebruai:17, 201 Ö
Jùiy31,2012
Jùly16,2013

$1.59

$ 1047

(210,000)

2;542,500

Exi:rcise
rHca

TheCorporatron recorded stock~based compensation of $90,970 (2008 -$737;404) during
,June 30, 2009. For options gmnted ltì 2009; the compensation expùnse was calculaledScholes ÖptÎ(111 Pricing Mo. G. fonowing assumptions. . liniatas: a risk-free r
2:22%, atr'cx'pected vòlatil.! %. ¡) divid.c cot 0% an peeted nfo offiveyea
. .. in 2008, the campen xponse w ulated us1ng' 10 Bfack~Sc lîti!l Pricing Model
ù 9 thcfollowing assumptions and estimates: a rìsk-free rate & return of 4.55, xpecled vofaliily of

30A8%, a dividend (ate of Q%ond an expected life of(¡ve years or threo years as applicablb.

fnèludod in thè:pflor year stock-based compensatîon expense is a CJw(ge tor $500,000 Plirsuanrtò sliares
issuedto.an offcQr and ditectqr of the Corporàlîtihpursuàni to tho terms 

of an empIoyrnentconlract and'wh¡ch
were not related to the isslJanceor uxercisoof stock options. .
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Planet Organic Health Corp.

Notes to the Con.solidah:id Financial Statements

In Canadian doll;irs except where noted
i:orthe Ytlars ended June 30.2009 and 2008

(e) Wamints

In con
share

n with the issurince 01 common shares by p
. S8 warrants cntîUing the holders to buy com

e placement, the Corporation has issued whole
hares of the Corporation.

A summary ef tho status or (he outstanding warrants as of Juno 30, 2009 and changes during the periOds then
etided is presented below:

NUlhber of
warrÌiiits '

Weighted
average
exercise

price

2.08
Weighted

average
exercise

erice

2009

Nuniberof
warrants

Outstandit19, beginning of year
Issuod

1,800,000 $ s
1.800,000 3,25

,;.

Outstanding. end of year

Exercisable, end of year

1,800,000

1,600,000

$ :t25

$ 3.25

1,800,000 $ .3,25

1,800:000 S 3.25

The fairvaluo of the 1,800,000 wamiiils issued durìng 2008 hos beeil estimated at $0.'27 per warrant, or
$486,000 using .the 8Iack~Schofos pricing model with the (ollowing assumptions: a rlsk~rree rate of return of
4.S5%, an expected vOlátì!ìty of30.48%,;; dividend rate of 0% and ál expected Iifeo(two yuèrs.

¡o. Contrlbuted surplus

2009 20Ò8

k options
rons

$ h160,061
90,970

$B¡ililnce, begiiinirig of year
Slock-basedcornpensalion 0

Transfer on oxerciseof stock

425.5()4
737.103;

2,900

$ 1,251 ,Q37 $ 1,160;U67BáliiIJCe;endofyenr

Contöbuled surplus includes only charges to incoine dorív,ed (rom issuance of share óplìons and does no!
inèlude otlJor forms of stock.based compensaticin.
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Planet Organic Health Corp.
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Notos to tho Consolidated Financial Statements

21. Lossporsharc

Tho (ollowing rcconcilos basic and diluted loss ppr share.

_""..-""""',....._~~.;"'".,,";,,;~""...""""_,-_"'~UJ"H~H",'''"..,~,..'.."''''mm'''''~-..,,-.'....'''~H~''_''''..,''''

Weighted avorago common shares
outstandìnn
DlIutìveeffòct qf srock options and
'l S

34,663;08 34.269,345

.~~S...I?1.rsl)aro"."'"".",..,,",,"'__~.,,~,.,,.,';.,,''"~_-'-'...--".m"'~..;.,,,.,.,,--~"'m.~.;;;;-._""c.""..,,ic $ (O.tHIS.
$ (OA01$

22. Income taxes

"--"".""(0.01 )
(0,01 )

Tho.income lax PfovÎsiori differsftÖmthc incóme taxos obtained by applying the effcclive cQrporote tax rale tind îs
reconciled as rofJows:

$ (3,27B¡74) S
31.02%

(1,016,890)

(Loss) eamings b.ofore inèolTiélaxu$
Corporate tax mlo
Calculalùdincomo lax (recovery) expense
Adjustments for: .

Non-deduclfblo Qxponses
o(çtmnuo in tax ratos

ad componsation
n costs

403,929
114,281

28,219

300,000
136;000

61291
......._,,__"'__""__ 57i1Z.9

Incomo tax ,recovery) expense $ 29,000 S 758,437

$

$ 29.000 $ 758.4aV
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Notes to the Coiisolldatod Financial Statoments

In Canadian dollars except wher
F~E.~!~~years ended June 30,

22. Income taxes (continuod)

Toffporury difemncos and loss cnrryfo/wardsthat t¡lvo
30. 2009 arid200B mo as follows:

lax assots and Iiabilílkis as of Juno.

£UlU(,l.inconic ,tax f!S,.!?J:its and mÆ!gll!H~"~)
Curnúll:

Share issuance costs
In

t inducemenfs
Pm.opening cosls
Othor

.~E.ìtlance foes. webi:Ùlo development, nwmilîtee f0!is _______...___

s 3,593 5,734
131;693 s.tlS!ii
15.458 11;8!.3
(7.2.~¡tr1 (t~p,~9eJ

(llQ912y.!i53J?
(64 tins t__.--!lI.lit~L

,___~Li¿21_.__. (1.46.tZ§1ì.
Long term:

Property, plani mid equipment
Goodwil
Intangibles
N a pita I loss carry forwards

al (oss carry fa/wards
Unrealized fowÎgn I1xchange translalfon
Acquisition costs
Òufermdrimt

--Q!crrod tenant Inducements

S (72,173) $
(1,644,502)

(301,306)
849,100

29,057
25G,412
182,040
1Sn,573
tLQ.g1L,

(430.201)
(300,000)

(133,143)
(638.603)
(207.725)
517,407

(114
14
90,088

104.eml....

(234,771)
Less; Valu;itioniillowanco

Totat fiHi1re ìnconio taxliabi!ly $ (717.ua) $ (381 ¡52H) 
, 

lheCorpofation hus Canadian non"capital loss Caty forwards of approximaloly $1,794,000 thallJxpire during fiscal
2026 . if nol cd and US noii.capital loss carry forwards of approximately USS726;000 thaI expire
durin( 28 and 29 jf not utilized. The n also has Canadian capital loss carry fonvards of
appro ely S114,OOOthat caiYbe carried forwmd ìft y tò rèdúco Moru capitai gains.

Related party transactions

The COfpöratiol:i I .. norit1al course with onlilîesthäl are related. Ii is the Corporatìon's
policy to conduct1sactlons ani balancos with relatcdparlìes,on ma'rket türms and conditoni~. In
mar¡ùgements òplnion, lhcs.e lransaction). were in 11m nonnal COUFSe of öl'íÒrálíòns,.md were fCcord(!d at the
exchange value. which was tho amounl of consìderalion eslnblishodand tlfJroedto by thorclatod parties,

Related party tiMs inclLJ transaclìoris with prirtios tbat am mlalod by common direelors,offcors,

shareholdèrs nsac!ions other private companies ownod or conlroHed by olfeurs, directors,
Immediate family mombors ofoffcurs or directors, '
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Planet Organic Health Corp~

Notas to tho Consolidated Fil,åncial Statol1cnts

In Cmiadial1do!liirs eXCßp
For the years ended June

Hefated party tninsiiclíons (contiiiuèd)

Sale$
Franchise and ot!wr wvenuc
Cost of salas
Sellng, geMial and administrälfon 9Xpúnscs

Consulting
al

$ 663,437
21,333

7¡6.35,807

531;951
85,142
2ó.OO

6iS94
(4,267)

407,586

3,t3Q9
1

,000

Included in accounts recciw\blo
Included in accounll. rinyabfl1 and nccrt9d Ifabilites
Included in long term dcbtat)d c(liwortibla sonior notes payable

134,1327
384;269

31,729,314

1135,070
301,067

24. CommÎtmclifs and contingencies

The Corporation fs commited pursuant to lease ngrcnments for mtail space to minÎinum annual paymonts, not

inclUding oplJrilinn costs, às fOllOWS;

2010
2011
2012
2013
2014
Tlierea(tnr ""''m...,..;~''..'''."'''"''''~'....''''...-',:.,'',...__''..~~'''".

i 33
3,345;054
3,009,UG4

t4,214,455

$ 32,816,268

is a less eo unddflioad lcase anreernot)ts for refaîl space occupied by vt\r10US franchisees. The

1tered ii1to subfoaseanreemenls wilh franchlsces whereby the franqhiseo pays the lolal li:ase
di:r lite hO~ld lonst1s. Annunl hoad loase payments and sublease

iipproxim . ,000 peryear. lc¡ise torms h;,ive expíty datos, riJ to 2016.R
l)(md leases and subh:mscs äm in 1.1 course ofbusirwss.

Thc,Corpor¡jtidli indemnites îls directors and 1)\ and un
the pcrformancdof thèlr serv¡èi~sto theCorpo l1 to i .t perrl1ìlöt

~lrd maintainsliabilty insurance for directors and offcers of tho/Corporation.

msar lossesrepsónably incurred in
law, The Coiporatìon has acquired

projecl expanding and rMol/riling a
rcmaining to complete tho pn:iJoct at

Tho Corpomtîon rcsponsiblo for cerlaÎI1 fees and cost:; incurred by its llmdors in cOMoction with
renogotiatînn lorn us lonn ngf(iomcnts, includÎl1gbnlêrìnginlo forlmarance agrccrmmts¡ rho CorpòraUoh

estimates thoso . ludingcosis jncurrod diroctly by the Corporation, at $2GO,OOO. These costs wil be

recorded as fiiiam:iaf inslrumclìls transaction cos It; in tho next fiscal year.
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Notes to the: Consolldalcid Financial Statemonts

In Cänadiandollars ex(wpt where noted
For !~ic:iears endod Jun.t: 30,2009 and zooa

Segmented information
The Corporaliono ¡ntwo maÎn reportingscgment$ (retall and m

and UniWd Stales). TIi w(nÎl segmol1t is ë.
chise operations. The mpnufacluril\ý

and natural ~luPPI The Corporation aecounlsJor întersogmo
currimtrhurkut torms an conditons.

nufacturlng) whìa.1i operatoin two
'd orTolail orgaii1c and natural r()od

os and
axe iange väll/~

ConsoHcl~ll:tcL

Salôs frain exicrliaLcuslomers
I r:altis

$ 120.894,842

ll.etatL"""".,,",,,...M,a~lUf~cttJr!!ft~B£?Eiatti_

intcrsegrnenl Sâlc;;~~,~_._

Intercstexpenso on long tonn debl
Amortization of property, plant and
equipment
I ticorne . (foss.) bo fÖlliíncol1c" In XO$
I nr.ome lax expenso, (recovery)

Additions!o properly, planlMd
oauiprnont

1,891;107
5,033,180
1,240,191

4A1G,22G

66¡000,066
10,528,750
31,336,079

S 6,770,21H S
915,560

.'7~Hi:~¡gi=,

156,244
7 95
41. , 41

51,924

5,303,181
2,132,040

88,349

4,102.318

1i472
(9,034,449)
(1¡630,732)

65,679

67;320
61;320

s

4,102;318

4.533,829

71,370,567
12,728;110
31.424,426

$FlJoj;frq(ü(íxtütütÜclIstorlÎe(s $
l(ltf~r~~gm~.9tR()it'~
ElimTnaHo¡'VQfÌfJ .tsàl()~____

$ f.941,~.C:3 $
88'1,146

Intereslexpeli$OOn long terin dobl
tí()o ofpropc.rly, plant and
nl

.Inëo (loss) boforuincoli¡j taxes
Income tax expense (rocQvoiy)

Addilons toproporly. planland
oquipllènL .
AddiHons dwll
Addilions 11giblos

48,534

1,392.588
1,002,533
1,983.06

3.148,120
2S,055j13n7

8,164,000

Idenlífabl
Propèrt, èè¡uipmdol
Amóunl re . msentinn q()odwì!

16t5,28i
1,231,4:n

571 ;B'IO

\3,5ßH,015

6:,0
(1,,703.877)
(1,796,79)

1,558;500
530,087
758,437

3,20?.406
25,055,687
8,164,000
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Phmet Organic Health Corp.

Notes to the Consolídated Finan.cial StateinQn,ts

II 11. A. t. T ,... .c Ö R I'

In Canadian dollars'cxccptwhcrcnolcd

fottlio years ended.June 30, 2009 and 2008

25. Segmented ínforiliatiotl (contlnued)

ThcCorpomtion has operations in Canada and tho United States and accordinglY presents the. foJJowJng
segmented data.

C¡¡nadinn

°ecralions
Sales from external customers
Ihterest e~penséolì iong term debt
Amorllzaticín of propery, plantand'cqUiprnent
Income (toss) bèfore income taxes
Incomo tàxexpensc(rocoitery)

AddiHons to property: plant aiideqtiipmcrit

$ 75,903,577

2,407,433
1,761,438

(5,69~;836)
(679,284)

4,515,950

29,909;038.
12,2381429
6,3681741

Identifiable assets
Property, .plaMJandp,quipmont
Am6uiit reproseíÙinç¡ goodWil

2008

us
0i:ieratiÓrìs

$ 51,761,546
1,G94,88S

293,;385
2,414,662

708,284

17,879

41,461,529
489,681

25,055,687

Consolidated

$ 127,665,123

4,102,318
2,054,823
(3;278,174)

29,00Ò

4,533;829

71;3701567
12,728,110
31,424,428 .

Canadian
Operatfons

Salas from external customers
Inioreslexpense on long temidebt
Amortizatîon of property, ploint and oquipment
Income (loss) borore. income taxes
Income tax expense

$ 70,109,910

1,757.529
1,302.087

(1,471,14;3)
2.18.470

3,014,489
Aqditoris to property, plant ánd equipment
Additions tog90dWrll .
Additions to intangibles

IdentìOableassets
Propêrty; plant and êquipmant
Amount representin goodwil

26,809.533
9.483,919
6,368.741

US
Operalions

$ 43.862;976
1,898,352

2S6,413
2.

187,917'
25,055,687
ß.154,000

39;218;380
670,100

25,055,687

Cor\solidated

$ 113,97
3;65
1.SS8,50P

530.087
758A37

3,202;406
25,055,1387

8,164,000
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Planet Organic Health Corp.

Notos to tho Consolldatod FinancialStaternents

In Canadian dollars except where noted
_~or the yearsendod Ju~ie 30, 2009 a~d 2008

26, Subsequent eveiits

(a) Bonussharcs
On Seplember 23, 2009, tho CorpMI1Îon apprkid 10 the TSX Ventum Ëxi:hange for the issuan 453
bonus shnres 10 ana of its: fandom, Arcs Gap p., a rulntod party, at a déeniedfair Va . on
meent trade aclivílyof SO.14 pot shuro for. rogate value of $2, '13,183 10 con the lender for
agreoing to amend Ihe itmn IOrHl frwilly. The shares wore to bosubjoctto certain holding; d cancollation

iti d proW. tíg:ré -twòen tho parlieii. Tho TSX VontLim Exdiang approved tho
lea ubjccl to . ctindlth~lt ware satisfied by tho Corporalion. Subsequently, tho Corporation

orminc.d not the issuance ofthc sh¡ims as on OI~t(Jber 15, 2009, (he TSX Vcntu(oExclwnoe revokeci

its iniUal candhi ovaí MtJlrnposcd adöi(ional condilons thaI p cd tho transa(~tron from pro ing.

As ti result, Ihe CorpomUon has formnlly w¡lf1rawn its appf1cation with X Venture Exchange witliou issuing,my bonus shares; .
(b) Forbêârancc: agreements

00 Septembiar 25, 2009, the Corporatìon coterm:Unto forbourtHl()e ugrcenmntswith its fenders respecting ils
s with an effcclivedato of August 1, 2009. mnt to tho lerms oJ the fótbcaranc toni1ars
agreed, subject to Certain condi rights to call tho foan? .

covenant breaches unli November 30, fa lermlna!ion date). C oan
. enls have boon amonded to revise applicablo intOroiil mtos and to reset cerlaiocovonanls unti the
. nec termination . gc in the lntclust covman is lheèorporatioii Into corhpíiancô,with

thot mlio 3D, lion Wm rofloct Ihe a( nti10unts s londers as tl result
ofthefprb agreemonts. t f. S1,ß25,OOO. in tho !irs! quarter of the next (. This amoUnt
wàs iidtled to outstnntllngprìnclpal balances of Ihe six year torin debt and Ihe sonie onvortiblo notes

paynblc.nt September 2:5, 2009. .

Effeofivé July 1, 2009,tho five: year .lerm loan and tho revolving loans wm terest at LlBOH plus 6% per
annUlh or ASR plus 4.5% option of tho 'alion. Ad y, the interest on tho Six year

loan wil bear interest er annum v a slated mii'i m UßOR mInor 3%, or A13R plus
per annum with a stutl)Ó t)íllimum A13R rate of 4%. Tho so crtibla notes wil bear interest at 17'7,;. per

annum unti JUly 3, 2012 and subsequent/yat 19% per annum lin rity.

The Gorporation is assessing wh r the modìfciitions of lhe consiJLutos. tl substi:ntlal
, ation thatwQuld roquì 0 . Ishman! of Ihodobt. If is .. ulshod, piiy unal1örtized

tUdn foes related will be recordodth Ilcomc slatement and tho dob ii bo sot tip at
fair V\llue. iritis not an ex!ìngijishment and simply a II ,iiìú unamörtzeôföcswíl be lized over tlie
now lornì of thedcbL

In connection
iondor~rulìd tl

osmaèo agreements, ¡ho Corpora !ion paid foes and expenses tottilíng $221,000 to the
Hves.

21. Ci;mparativo. figures

Certain com
¡nthe cur

aUvo fìgums have boon recfassìfed to conform wHh tho ftnandalstiitcihtml pmsi:mln!ion adople¡j
oar.
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