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EXHIBITS
Tab

Title

1.

L’Nu Sipuk Cranberry Nation Inc. corporate search

2.

Amec Invoice 608765 in the amount $9,940 for a Cranberry Environmental
Feasibility Study dated March 26, 2009 and cheques #16753 and #17022
totalling $9,940

3.

James Moore & Associates Indian Brook Cranberry Project Business Plan,
August 2010

4.

James Moore & Associates update re: Cranberries, dated September 22,
2009

5.

Financial Projection excerpt from James Moore & Associates Indian Brook
Cranberry Project Business Plan, August 2010

6.

Sack’s Excavating invoice 20110073 in the amount of $17,995 dated
September 8, 2011

7.

Sack’s Excavating invoice 30112011cran5 in the amount of $26,862.43 dated
November 11, 2011

8.

Copies of cheques 45629, 45630 and 45631 issued to Sack’s Excavating

9.

Cranberry Marsh Construction Ltd. statement and invoices and Bezanson &
Chase Cranberry Co. Ltd. invoice, together totalling $120,528.43

10.

Payment to Michael L. Warner on May 2, 2011 for $8,905 for a “wood mill”
saw
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1

BACKGROUND

1.1

During the Period of Review Shubenacadie First Nation (“SFN” or “the Nation” or
“the Band”) pursued the development of a cranberry bog. The bog was part of
the Economic Development department and was intended to provide employment
and a source of revenue for the Band.

1.2

Concerns were raised with respect to the cranberry bog because there had been
work done on a piece of Band land but there was no apparent progress towards
completion of the project.

1.3

Documents located in the course of our investigation indicate that the project was
initiated in 2008/2009, work done in 2011 and as of the date of this Report, the
project is not complete and no work has been done since 2011.

1.4

The planning of the project indicated that the Band was intending to use third
party contractors as vital resources to bring the project to completion.

1.5

Unless otherwise stated, the period of review is April 1, 2009 to March 31, 2012
(“Period of Review”). Amounts have been rounded for reporting purposes.
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2

TIMELINE OF EVENTS

2.1

Table 1 below is a summary timeline of events to provide an overview of the
activities related to the cranberry bog from 2008 to 2012.
Table 1: Cranberry Bog Timeline
Date(s)
2008/2009
Mar 2009
Sep 22, 2009

Aug 2010
Nov 23, 2010

Dec 2010
Dec 22, 2010
Jan 2011
Jan 7, 2011
Apr 12, 2011
May 2011
May 2, 2011
Jul 2011

Jan 31, 2012

Event
Inception of the project by Russell Julian and
Councillor Jerry Sack.
Amec – Cranberry Environmental Feasibility
Study.
Project update provided by James Moore –
initial assessment and environmental review
reportedly completed.
Business plan submitted by James Moore and
Associates.
Council passed a motion to continue with the
project and have Jerry M. Sack as the project
manager. Up to eight band members were to
be trained through METS.
Members of SFN paid for “tree clearing”.
Incorporation of L’Nu Sipuk Cranberry Nation
Inc.
Weekly payments to SFN members start for
“Cranberry Project”.
Discussion between Buster Davison and Blake
Johnston re: survey of Brown’s Flat lands.
Motion passed to purchase a saw for $9,000.
Budget discussions between Jeffrey Hayes (“J.
Hayes”) and Blake Johnston.
Wood mill purchased from Michael Warner.
Excavation work invoiced by Blake Johnston
under his company Cranberry Marsh
Construction Ltd.
Legal update – “trying to find funding to
continue.” Council requested to bring Jerry M.
Sack in for an update.
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Invoice
Business Plan

Business Plan
Council Minutes

General ledger
Incorporation
Documents
General ledger
Emails
Council Minutes
Emails
Invoice
Invoices
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2.2

The L’Nu Sipuk Cranberry Nation Inc. (“Cranberry Nation”) was incorporated on
December 22, 2010 through the offices of Burchell MacDougall Lawyers
(“Burchell MacDougall”) by Kelly Mittelstadt. Jerry M. Sack was listed as the
director of the corporation. Gary Richard was appointed as the recognized agent
by way of “Resolutions of the Director” and the Band was listed as the
shareholder of the corporation. A corporate search is attached as Exhibit 1. We
understand that this company was to be used for the operation of the cranberry
bog.
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3

PROJECT PLANNING

3.1

In our review of records we located a business plan dated August 2010 which
was prepared by James Moore and Associates (“Moore and Associates”). The
introduction to the document states that in “2008/2009 several band members
concluded that Indian Brook Reserve ..... would be a good site for a cranberry
business. .... Russell Julian and Councillor Jerry M. Sack were instrumental in
making the idea come to life.”

3.2

In March 2009 a total of $9,940 was paid to AMEC Earth & Environmental for a
Cranberry Environmental Feasibility Study (“feasibility study”). Documentation
attached to the invoices indicates that a portion of the invoice was paid by Indian
and Northern Affairs Canada (“INAC”) under agreement 0708-02-000006
amendment 0013 for $10,900. The invoice, payment and related documents are
attached as Exhibit 2. It is not known if the feasibility study was received or if the
information was used in the development of the land in 2010 – 2011.

3.3

The Moore and Associates business plan indicated that in 5-6 years a 25 acre
cranberry farm would create 15 new jobs and economic development for the
Nation. An excerpt of the business plan is attached as Exhibit 3. The business
plan further indicates that Moore and Associates were contracted to investigate
the feasibility of the project and over the summer of 2009 held discussions with
various stakeholders. We have not been provided with this contract.

3.4

Included in the business plan is a document which appears to be an update dated
September 22, 2009 from Moore and Associates (refer Exhibit 4). This
document indicates that research had been conducted on the cranberry project;
initial land assessment completed, initial environmental review completed and
letter of intent discussed. It indicates that Blake Johnston (“B. Johnston”) of
Aylesford is interested in investing in the project, buying cranberries and being
the project manager of the business. The document indicates that the plan must
be a ten (10) year project and that there will be no cranberries until year three (3).

3.5

The financial projections in the business plan (refer Exhibit 5) were prepared by
B. Johnston and correlated by an accounting firm in Truro, Nova Scotia. The
financials project the following:
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Table 2: Cranberry Bog Development Projections
Construction
Building and office
Pump house
Mainline w pump
Land leveling
Land clearing and
reservoir
Total
Construction
Reservoir
Deer fence
Horticulture tools
Lift pump
Sanding
Install irrigation
Planting and vines
Install drainage
Land leveling, layout
ditching/dykes
Land clearing and
reservoir
Total
Construction
Tractor and mower
Packing line
Total

Year One (2010)
Cost
Description (in acres)
$70,000
20,000
42,000
50,000
First five
40,000
First five
$222,000
Year Two (2011)
Cost
Description (in acres)
$30,000
50,000
5,000
50,000
20,000
First five
20,000
First five
30,000
First five
10,000
First five
50,000
Second five
40,000

Revenue

$0
Revenue

Second five

$305,000
Year Three (2012)
Cost
Description (in acres)
$50,000
50,000
$100,000

$0
Revenue

$32,000

3.6

Based upon the above financial plan, the clearing of the first five acres was to
have cost a total of $90,000.

3.7

We were advised that the original location for the bog was to be on the Flats as it
was close to a natural water source. However, Mr. Johnston was concerned with
the environmental impact on the existing bog and recommended that the site be
moved to Brown Flats Road; the site that has been partially cleared.
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4

WORK COMPLETED AND PROCESS

4.1

Based upon invoices and correspondence provided by B. Johnston along with a
review of the SFN general ledger it appears that a portion of the land on Brown
Flats Road has been cleared and some levelling done.

4.2

B. Johnston has been in the cranberry production business since 1980 and was
the founding president of the Nova Scotia Cranberry Growers Association.
Accordingly, he is considered knowledgeable with respect to the development of
property for the cultivation of cranberries and operating a cranberry farm. B.
Johnston maintains specialized equipment for grading and excavating cranberry
bogs.

4.3

B. Johnston advised that when he was last at the property in late 2011
approximately five acres had been cleared at that time. However, the property
needed additional work to be ready for planting and growing cranberries on the
cleared area.
MCCORMACK: At what percentage of completion do you think they’re at now? I know
you said that the land, from what you can tell, the land has been cleared.
JOHNSTON:

For the first five acre bed, maybe fifty percent.

And
MCCORMACK: So about fifty percent completion. Dollar value?
JOHNSTON:

I’d have a hard time nailing down right now, you know, what it would take
to get it into production only because I haven’t been there since they’ve, I
haven’t walked the site or done a level survey since these other
contractors got off. But after we left, John from Bedford Backhoe
Services and Mike Sack and his guys continued moving dirt around there
with no direction. So, you know, they had a general idea of what needed
to be done, but I, you know, stopped providing information because really
that was the only hammer that I had in terms of trying to get paid.

4.4

He had arranged for vines to be rooted and ready for planting in the summer of
2011 but those vines were thrown out because the property was not ready for
planting.

4.5

MNP observed the Brown Flats Road property and there was a portion of the land
that was clear of trees but there were no buildings or visible cranberry beds as
observed at B. Johnston’s farm in Aylesford.
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4.6

MNP interviewed Jeffrey Hayes (“J. Hayes”) in regard to the cranberry bog. J.
Hayes indicated that Chris Milley (at that time an employee of the Band) was
seeking funding for the project and that the project was leftover from his tenure.
He indicated that the invoicing was paid by Dana Gloade (“D. Gloade”), the
Housing manager.
HAYES:

. . . bills that came for cranberry they would get approved by Housing and
come over to us and we’d code it off to a cranberry account. I'm pretty
sure I got Peter to set up something separate for that, or if he didn’t it
would be called on the description cranberry and those costs were fired
in there waiting there money to come in to offset those costs. Now
whether he was triple billing, double billing, or really billing, I have no
idea.

MCCORMACK: And in terms of verification and reconciliation that's been done by Dana,
and Dana has a relationship with Mike Sack so we really don’t know
whether that's, any of those expenses are legitimate or illegitimate?
HAYES:
Correct. And Dana no longer works for the band. Right? You know
that?

4.7

J. Hayes indicated that the salary monies for the clearing would have come from
METS (Mi’kmaq Employment Training Secretariat) training monies. J. Hayes
indicated that there was supposed to be some funding, however he did not know
how much; he did not monitor the project and has very little information in regard
to the costs or funding.
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5

REVENUES AND EXPENDITURES

5.1

The cranberry project has been reported as part of Economic Development.
Although there was a company set up for the cranberry project, we were advised
that all cheques for the cranberry project were run through the general bank
account of SFN.

5.2

There was no revenue sourced from the cranberry project during the Period of
Review. As noted in the planning of the project there were no revenues expected
until the third year of the project. We understand that the project was in the
development stage during the Period of Review therefore we have focused on the
expenditures. A summary of the expenditures per the financial statements are
set out in Table 3 below:
Table 3: Cranberry Expenses
Description
Cranberry
Expenses

5.3

2010
12,850

2011
47,405

2012
564,782

Total
$625,037

The above numbers do not include the $9,940 paid for a feasibility study in 2009.
In considering the total cost to March 31, 2012 of the cranberry project, one
should add this cost along with the funding offset of $10,900. We have not
pursued these amounts further.
Revenue

5.4

Concerns were raised with respect to the uses or sale of timber cleared of the
site. B. Johnston advised that the trees cleared for the site did not have
significant value. No revenue was recorded for the sale of trees. This concern
was not pursued further.
Expenditures

5.5

Economic Development includes projects other than the cranberry bog but we
note that the largest expenditures are due to the bog.
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5.6

Based upon the general ledger, the expenses can be summarized as follows:
Table 4: Cranberry Expense by Category
Vendor / Payee
Sack’s Excavating
Payroll
Legal
Consultants
Other
Total

2010
12,250
600
$ 12,850

2011
44,195
1,497
1,713
47,405

$

2012
434,768
107,302
13,222
200
9,290
564,782

Total
434,768
151,497
14,719
12,450
11,603
625,037

Sack’s Excavating
5.7

The payments to Sack’s Excavating are as follows:
Table 5: Payments to Sack’s Excavating
Date
Aug 22, 2011
Sep 08, 2011
Sep 28, 2011
Sep 28, 2011
Nov 30,2011
Total

Invoice
Reference
22082011cran
20110073
28092011cran3
28092011cran4
30112011cran5

Amount
$175,798.66
17,995.00
194,612.00
19,500.00
26,862.43
$434,768.09

Payment
Cheque
Date
45629 Sep 28, 2011
63058
Apr 23, 2012
45630 Sep 28, 2011
45631 Sep 28, 2011
63058
Apr 23, 2012

5.8

Invoice 20110073 from Sack’s Excavating covers the period of August 27 to
September 8, 2011 (refer Exhibit 6). The work described includes levelling and
filling where needed. There is no detail with respect to the number of hours,
labour or materials.

5.9

Invoice 30112011cran5 covers specific dates during the period of September 16
to November 1 (refer Exhibit 7). Excavation services included grub loading,
hauling and ditching to prepare for over-wintering. There is no detail with respect
to the number of hours, labour or materials. We note that this invoice covers
dates that are within the timeframe of invoices issued on September 28, 2011.
The remaining invoices have not been found so we cannot comment if there is a
billing overlap or not.
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5.10

We have located copies of the cancelled cheques related to the remaining
invoices totalling $389,911 and have confirmed that they were issued to Sack’s
Excavating. Copies of those cheques are attached as Exhibit 8.
The three
cheques were all issued on the same day and bear the signatures of Chief Jerry
Sack and J. Hayes. Upon review, the signature of Chief Jerry Sack is virtually
identical on each cheque indicating that a signature stamp could have been used
versus Chief Sack personally signing the cheques. In addition, Chief Jerry Sack
typically signs using his middle initial “F”. Invoices supporting these payments
have not been found.

5.11

In an interview with Mike Sack (“M. Sack”), he advised that
SACK:

(Talk over) Yeah. Like they hired their own guys to cut and stuff and then
we did all the machine work, cleared all of the grubs, did a cut and fill, like
a six foot cut in at one side and took it to the other side and built it all up
to make it level and stuff. And to me it was crazy, they wanted it done,
we're in business, we’ll do it, right but I would never have tried that myself
but . . .

MCCORMACK: The, when you did the bog, like you said so your guys only did the cut
and fill part, right or the cut, no sorry you didn’t do any of the cuts, you
guys just took out all the grubs and all the other stuff.
SACK:

(Talk over) They, all the excavating and stuff.

MCCORMACK: All the excavating and stuff.
SACK:

(Talk over) Yeah. Yeah we didn’t actually cut the trees, no.

MCCORMACK: How big or how much land did you have to do? Do you remember?
SACK:

I think the first section was like five acres or something. Right?

And further Mike Sack stated
MCCORMACK: (Talk over) Yeah, yeah. Now in terms of the work that you’ve done have
you, did you finish what you were supposed to do on that, on the bog?
SACK:

I...

MCCORMACK: Except for the sand.
SACK:

(Talk over) . . . I think we got to the sand point I think and that's where it
stopped.

MCCORMACK: So you’ve done all the clearing . . .
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Payroll
5.12

Based upon the general ledger, a total of $151,497 was paid in payroll to band
members from fiscal 2011 through 2012. The majority or $107,302 was paid in
fiscal 2012.

5.13

Payment to individuals working on the cranberry bog started in December 2010.
There were a total of ten (10) band members who worked at some point in time
on the cranberry bog, five of these individuals worked in both fiscal 2011 and
2012. The individuals who were paid on a regular basis were Jerry M. Sack,
Christopher Sack and Charles Marble.

5.14

We are not aware of any timesheets prepared by the individuals to show what
work they were doing, hours worked or rate paid. For those individuals who were
paid regularly, the weekly pay ranged between $450 - $700/week in fiscal 2011
and $450 - $750/week in fiscal 2012.

5.15

From December 2010 through June 2011 the Nation paid approximately $89,000
to band members for wages and expenses. The general ledger description of
expenses reimbursed to individuals included phone and equipment repair costs.
In July 2011 when B. Johnston was reportedly excavating the land, $9,900 was
paid to band member for wages. From August 2011 through February 2012
approximately $63,000 was paid in wages and expenses.

5.16

Without time sheets or progress reports it is unclear what work was performed by
the individuals.
Legal

5.17

The amounts paid included $1,497 for the incorporation of Cranberry Nation.
Payments for the remaining $13,222 were made to Burchell MacDougall. We
have not obtained or reviewed those invoices at this time.
Consultants

5.18

A total of $12,450 was paid to Moore and Associates. James Moore (“J. Moore”)
advised that the invoices were for the business plan and work to get B. Johnston
on board. His impression was that the project management after that point was
assumed by Jerry M. Sack and B. Johnston.
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Expenses Not Shown
5.19

In addition to the amounts stated above, are the invoices which allegedly remain
unpaid to CMC Ltd. and Bezanson & Chase Cranberry Co. Ltd.; companies
owned by B. Johnston. The invoices total $120,528. and are summarized below
(refer Exhibit 9).
Table 6: Invoices from Cranberry Marsh Construction Ltd.
Date of
Invoice
14-Jun-11

Date of Work
Conducted
April 5 – 20

14-Jun-11

No entry

20-Jun-11

No entry

20-Jun-11

No entry

09-Jul-11

Week ending July
9, 2011

16-Jul-11

Week ending July
16, 2011
July 11 and 18
No entry

20-Jul-11
21-Jul-11
21-Jul-11

Week ending July
22, 2011

28-Jul-11

Week ending July
30, 2011

Description of Work
10 hours – Consultation, reviewing
plans with Genivar.
15 Ben Lear, Cranberry vines

Amount
$1,150.00

Chevy 8 cyl Open power Unit, 11yd
s/n15086, coupled to a cornel 8”x5”
pump Model #5RB-EM 16 s/n 168564.
Custom auto start system for electronic
diesel or gasoline powered motor.
5 hours – travel and meetings with
Dana, investigate culvert installation
and observe tree cutting progress with
Jerry Sacks.
28.5 hours of Cat 312 excavator, 28.5
hours of Case 550 E dozer, 27 hrs of
Kobelco 150
35 hours Cat 312 excavator, 39 hours
Case 550 E Dozer, 39 hrs Kobelco 150
9 hours – travel and time on site.
8 hrs floating dozer, excavator and
attachments from Aylesford
31 hrs Cat 312 excavator, 35.5 hrs
Case 550 E Dozer, 40.5 hrs Kobelco
150
29 hrs Kobelco 150 and dump truck, 30
hrs Case 550 E dozer

35,155.68

Total

37,500.00

575.00

10,608.75

12,490.00
900.00
1,104.00
13,593.00

7,452.00
$120,528.43
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5.20

Based upon our discussion with B. Johnston, emails between him, D. Gloade and
J. Hayes, the above invoices have not been paid. A search of the general ledger
did not identify payments. B. Johnston indicated that his primary points of contact
were D. Gloade and J. Hayes. We note that all invoices are addressed to J.
Hayes and copies were sent via email to D. Gloade and copied to J. Hayes. He
was asked to work with M. Sack and Bedford Excavating although he did not see
either when on site. MNP conducted a search on the incorporation of Bedford
Excavating and noted that the corporation has been revoked for non payment in
1990 and struck off the incorporation database since July 2000. B. Johnston
indicated that he started to have problems getting his work paid and was advised
by M. Sack (during the construction process) to provide him with the invoices,
that M. Sack would increase the costs by $10 per hour and then get them paid,
we assume through Sack’s Excavating. We assume that M. Sack would then
invoice SFN for the work. B. Johnston advised that he did not follow M. Sack’s
suggestion. B. Johnston indicated that he was told that there was no funding for
the project and eventually J. Moore was no longer involved in it.
Purchase of a Saw

5.21

Jerry M. Sack confirmed that a saw was purchased for the project. The Council
Minutes of April 12, 2011 indicate that Councillor Ron Knockwood was to buy a
$9,000 saw for the Cranberry Nation project. A payment to Michael L. Warner on
May 2, 2011 for $8,905 for a “wood mill” saw was found in the general ledger
(refer Exhibit 10). Jerry M. Sack advised that the saw was stolen during the
project. The police were never notified of the loss nor was an insurance claim
filed.
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6

CONCLUSION

6.1

Based on the above, the total cost of the cranberry bog to date is shown in Table
7 below:
Table 7: Cranberry Bog Cost to March 31, 2012
Description
Excavating
Payroll
Legal
Consultants
Other
Total Paid
Excavating and consulting - Unpaid
Total Effective Cost

Amount
$434,768
151,497
14,719
12,450
11,603
625,037
120,528
$745,565

6.2

Although $745,565 has been effectively incurred, the bog is not operational. It
appears that much more work is required to fulfill the plan of having 25 acres in
production. The cost of the additional work and timeline to do so is unknown.

6.3

Due to the lack of supporting documentation for $389,911 of the payments to
Sack’s Excavating and indication that payments to Sack’s Excavating was
essentially for work performed by another contractor (B. Johnston) the $389,911
paid to Sack’s Excavating is considered questionable. SFN should request
supporting documentation including time sheets and machine logs from Sack’s
Excavating to assist in verifying the amounts paid.

6.4

We note that there was no identifiable funding in place for this project therefore
the money to pay the amounts expended would have come from other sources.
We have not traced the source of the funding to pay for the above amounts. Due
to the co-mingling of funds in the general account, considerable time would be
required to perform a tracing of the funds.

6.5

We were advised by B. Johnston that he was owed $120,528 for his contributions
to the project (including cranberry vines and excavating) but he has never
litigated against the Band for these monies.
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7

RESTRICTIONS AND LIMITATIONS

7.1

This Appendix to MNP Report is not intended for general circulation or
publication, nor is it intended to be used for any purpose other than to advise Pink
Larkin, or as outlined in the Terms of Reference noted at Section 1 of the Report.
We will not assume any responsibility or liability for losses suffered by any party
as a result of circulation, distribution, publication, duplication, reproduction, or any
use of this report contrary to the provisions of this Paragraph.

7.2

We reserve the right, but will be under no obligation, to review all calculations and
comments included in or referred to in this report and, if we consider it necessary,
to revise our comments in light of any information existing at the date of this
report that subsequently becomes known to us.

7.3

Our Report must be considered in its entirety by the reader. Selecting and relying
on specific portion of the analyses or factors considered by us in isolation may be
misleading. The procedures performed do not constitute an audit and an audit
has not been performed on the financial information.
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