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AGRICULTURE COMMITTEE MEETING

(Committee of the Whole)

Thursday, September 22, 2016

Mark Parker

Eileen Benedict
Mark Fisher

Tom Greenaway
John llles

Dwayne Lindstrom
Thomas Liversidge
Rob MacDougall
Bill Miller

Rob Neweli

Jerry Petersen
Darcy Repen
Gerry Thiessen

Taylor Bachrach, Town of Smithers
Shane Brienen, District of Houston

Melany de Weerdt, Chief Administrative Officer

Cheryl Anderson, Manager of Administrative Services

Jason Llewellyn, Director of Planning — arrived at 1:46 a.m.
Roxanne Shepherd, Chief Financial Officer

Corrine Swenson, Manager of Regional Economic Development
Wendy Wainwright, Executive Assistant

Chair Parker called the meeting to order at 1:37 p.m.

Moved by Director Greenaway
Seconded by Director Lindstrom

“That the Agriculture Committee Meeting Agenda of September
22,2016 be adopted.”

(All/Directors/Majority) CARRIED UNANIMOUSLY

Moved by Director MacDougall
Seconded by Director Greenaway

“That the minutes of the Agriculture Committee meeting of July
21, 2016 be received.”

(All/Directors/Majority) CARRIED UNANIMOUSLY
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REPORT

Reckitt Benckiser Canada Moved by Director Miller
and the Bulkley-Nechako, Seconded by Director Fisher

Fraser-Fort George, Peace
River and Cariboo Regional Districts

AG.2016-8-3 “That the Agriculture Committee receive the report of the
meeting between Reckitt Benckiser Canada and the Bulkley-
Nechako, Fraser-Fort George, Peace River and Cariboo
Regional Districts regarding an update to the Trees for Change
Program.”

(All/Directors/Majority) CARRIED UNANIMOUSLY

Chair Miller thanked those who attended the meeting.
Discussion took place regarding 9,000 hectares not being used
for agriculture production and agricultural land earmarked for
tree planting now being put on the market for sale to be utilized
for agriculture. The impact to the forest industry in regard to new
agriculture leases utilizing lands and removing trees that could
be used for the midterm timber supply was discussed.

CORRESPONDENCE
Correspondence Moved by Director Greenaway
Seconded by Director Petersen
AG.2016-84 “That the Agriculture Committee receive the following

correspondence from the Ministry of Agriculture:

-BC Strategic Outreach Initiative Funding Application;
-2016-17 BC Strategic Outreach Initiative Funding Application-
Strategic Planning.”

(All/Directors/Majority) CARRIED UNANIMOUSLY

Director Miller mentioned that the BC Strategic Outreach
Initiative Funding could be potentially utilized for the RDBN
Agriculture Forum. Staff will investigate to determine whether or
not the RDBN Agriculture Forum could be eligible for funding.

DISCUSSION ITEM

Agriculture Forum - Chair Parker — Re: Update

Date for the Forum: November 9, 2016;
Location: Vineyard Church in Burns Lake;
Facilitator: Gary Blattner, Vanderhoof, B.C.
o Has facilitated other Agriculture events;
o In the Agriculture sector;
o Very versed in the strengths and issues in the region;
Chair Parker has a draft agenda;
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DISCUSSION ITEM (CONT’D)
Agriculture Forum - Chair Parker — Re: Update (Cont'd)

- Invite:
agriculture groups within the RDBN;
Ministry of Agriculture;
District Agrologist;
Agriculture Land Commission representation,;
Nechako Valley Cattleman’s Association;
Bulkley Valley Farmers Market;
o 40-45 participants plus RDBN staff;
- Further information or possible participants can be forwarded to staff.

000000

ADJOURNMENT Moved by Director Miller
Seconded by Director MacDougall

2016-8-5 “That the meeting be adjourned at 1:48 p.m.”
(All/Directors/Majority) CARRIED UNANIMOUSLY

Mark Parker, Chair Wendy Wainwright, Executive Assistant
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Funding provided by:

Canadi { QEE  LGHm

Funding for this project has been provided by Agriculture and Agri-Food Canada and the BC
Ministry of Agriculture. The initiative is delivered by the Investment Agriculture Foundation of
BC.

Agriculture and Agni-Food Canada (AAFC) and the Ministry of Agriculture are committed to
working with industry partners. Opinions expressed in this document are those of [the authors]
and not necessarily those of AAFC or the Ministry of Agriculture.

Legal Disclaimer

The report is provided for information purposes and is intended for general
guidance only. It should not be regarded as comprehensive or as a substitute for
personalized, professional advice. We have relied upon the completeness,
accuracy and fair presentation of all information and data obtained from industry
associations, telephone interviews and public sources. The accuracy and
reliability of the findings and opinions expressed in the presentation are
conditional upon the completeness, accuracy and fair presentation of the
information underiying them. We assume no liability for errors or omission.

The information contained in this report is confidential and for the sole use and
benefit of the BC Cattlemen's Association. It must not be distributed or
reproduced without their express permission.

Catltle images courtesy of Canada Beef Inc.
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We would like to acknowledge and thank the industry representatives, organizations and companies who contributed
to this project for their support, expertise, insights and guidance.

British Columbia Cattlemen’s Association (BCCA) — Kevin Boon, Andrea White

Bovicor Pharmatech Inc. — Trent Smith, Dr. Chris Miller

Canfax Research Services - Brenna Grant, Huating Huang, Brian Perrilat

Baker Marketing Strategies International ~ John Baker

Canadian Cattlemen’s Association (CCA) — D. Laycraf, R. Bergen, J. Masswohl, M. Klassen
Canada Beef Inc. = Rob Meijer, Ron Glaser, James Bradbury, Jorge Mendez Manzanillo
Canadian Food Inspection Agency — Dr. Christa Wallace, Steven Cossens, Shauna Woodworth
Informa Economics - Dennis McGivern

Paragon Economics - Steve Meyer

George Morris Centre — Kevin Grier

Initiatives Prince George — Heather Oland, Zishan Shah

Northemn Development Initiative Trust — Janine North, Renata King, Brenda Gendron
BC Govsmment, Ministry of Jobs, Tourism & Skills Training — Rob Wood, Selena Basil, Shawn Dolan
BC Government, Environment Standards Branch — Margaret Crowley

BC Government, Environmental Assessment Office - Chris Hamilton

BC Govemment, Ministry of International Trade, Ben Stewart, Lance Noble, Khris Singh
Prince George Airport Authonity - Allan Rigdeway, Cuyler Green

Canadian Meat Council — Jim Laws, Suzanne Sabouri, Jorge Correa

Canadian Premium Meats — Wemner Siegrist

Riding Regency Meat Packers Limited — Anthony Petronaci

Diamond Willow Organics — Kevin Wilkie

One Earth Farms — Mike Berretta

Westwold View Farms — Joe Heemskerk

G.K. Farms & Feedlot Health Management Services — Dr. Kee Jim

Southem Plus Feedlots - Bill Freding

Ballco Feeders — Mike Pollard

Schooten & Sons Custom Feedyard Ltd. - John Schooten

Frank Goetz Consulting Ltd. — Frank Goelz

Agriculture and Agri-Food Canada - John Ross, Patti Negrave

BC Hydro — Steve Scott

IDL Projects — Sheldon Boyes, Dale Jarvis, Earl Cutting

Majestic Management — Bob Hillhouse

Port of Prince Rupert — Michael Inman

Vancouver Port Authonty — Doug Mills

Canadian National Railway — Lon Nedham, Girish Nair

Caanam Shipping — Michelle Law

Kuehne & Nagel — Martin Reagan

Willow Creek Realty — Gerry McGuire
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The proposed plant would potentially be iocated in Prince George. [t is the largest city in one of the fastest
growing regions in Canada and is positioned for growth and investment. It has superior transportation
connections to provincial, national and global markets through an international airport (YXS), a CN
distribution centre, Highways 16 and 97 and the Port of Prince Rupert. It is also ideally located near feeder
cattle and feed supply and can be located in close proximity to a feedlot.

The availability of labour and affordability of housing for that labour are critical factors when determining
the feasibility of a new venture. With a population base of 76,000, Prince George is of sufficient size to
support the labour and required support services for a plant. Unemployment rates in Prince George are
5.3% compared to Alberta at 4.1%. Housing is more affordable than other centres. The percentage of
household income required to finance a home in Prince George is considerably lower than in other areas
of the province at 32% and rental property is also more readily available and affordable.

Land, building construction and equipment will be the largest capital costs in the development of a new
packing plant. Land with access to municipal water and sewage is readily available in Prince George and
the plant would be a purpose built design to meet export requirements. A phased approach to plant
design is recommended to allow for scaling of operations. We are estimating total capital cost for 1,000
head per week plant at $21M and for 2,000 head per week plant at $25M.

A three year horizon to begin operations would time well with the expansion phase of the cattle cycle.

Low operating costs are critical to success. After cost of livestock, labour is the largest expense in a beef
packing operation. Wage rates in the manufacturing sector in BC are on average 20% lower than in AB.
Utility costs for water, sewage, electricity and natural gas are major expenses and are comparable to other
regions. Currently transportation costs are comparable to plants in southern Alberta with potential for
an advantage once service providers establish pricing for this newly created business.

As an export dependent beef and cattle producer, Canada has the opportunity to capitalize on increasing
global demand for high quality beef. The industry has recently seen enhanced market access conditions
(Japan expanded market access for Canada to bone-in and boneless beef from cattle under-30-months of
age on February 1, 2013) as well as the signing of trade agreements including the Canada-EU
Comprehensive Economic Trade Agreement (CETA), the Canada-Korea Free Trade Agreement (CKFTA) and
the potential of the Trans Pacific Partnership (TPP). Combined with the increasing demand for high quality
beef in China and niche opportunities in North American specialty markets, these conditions present
exciting opportunities for the BC beef cattie industry.

The success of the proposed plant depends upon targeting regional retail and food service customers
within BC and the Pacific Northwest and untapped global demand from the European Union, Asia and the
Middle East. Product would be clearly differentiated from commodity beef. The plant would specialize in
producing beef from cattle raised without antibiotics or added hormones.

The BC Cattlemen’s Association has already developed a “BC Natural Beef” program with production
protocols to raise cattle without antibiotics or added hormones and with BC-verified origin. Currently a
significant portion of cattle in BC are already raised without hormonal implants and limited use of
antibiotics but are not sufficiently differentiated to capture premiums from the marketplace

A packing plant in Prince George would create significant economic and social benefits. Producers would

benefit from potentially increased cattle and grain demand and higher prices enhancing potential for
profitability and sustainability. Net contribution to the producer in BC north/east is estimated to increase
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to $179/head when price premiums and cost advantages of local plant are realized. With beef and by-
product sales in year 1 (2018) estimated at $160M and rising to $256M in year 3 (2020), the plant would
contribute significantly to BC Agriculture’s goal to increase agricultural receipts from $108B to $14B. Value
added exports are estimated at $100M in year 1 and to increase to $180M in year 3. The region would
benefit directly from 100 full time equivalent jobs in 2018 increasing to 180 in 2020 within the plant.
Packing plants can have significant economic spin-offs and we estimate 620 jobs being created within the
region by 2020. The regional and provincial economy would benefit from increased economic
diversification.

It should be noted however that the packing industry is an extremely difficult business, even for
established companies. There is no guarantee that small, start-up slaughter facilities will achieve success
in an industry characterized by economies of scale. Small plant success is dependent on being able to
exploit niche markets and having a reliable supply of cattie with the required attributes. Plant operations
for a start-up can be challenging and an experienced senior management team and sufficient skilled
labour are essential. The sales department will need to establish customers quickly, command high
enough premiums and balance carcass utilization. Commercially viable market access will be required
moving forward.

A small plant with a differentiated marketed strategy is potentially viable. While viable, it is a high risk
venture with significant capital and operating expenses for a very low margin business. Operational
excellence, prudent risk management and favourable external factors are required in order to be
profitable. Projected net operating income was positive, capitalization rates on plant assets were
favourable, however overall rates of return in terms of operating margins are low.

As much of the benefit is accrued directly back to the producer, an integrated structure with producer
ownership should be considered to align the supply chain and share risk and reward. A commercial
partner with experience in the meat packing industry should be considered to mitigate operational risk.
A commercial partner with a network of small plants would also provide economies of scale. This
combination of risk mitigation and improved net operating income would improve viability and make it
more attractive to secure investment capital.

As next steps the business case should be further developed along with a business plan. A
commercialization strategy should be developed that includes identifying potential partners.
Government and regional support should be consider for technical support and funding assistance to
enable further development of the business case, development of the business plan and
commercialization strategy.
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12,000 head could be slaughtered domestically every week. In 2013, fed and feeder exports averaged
~12,600 head per week. So the capacity is currently available to slaughter everything domestically
(excluding cows), although there would be seasonal variations which may require exports. However,
seasonality means weekly volumes ranged from 3,100 to 23,600 head where high volume periods would
still result in live exports.

Much investment in packing plants over the years has been justified with the argument that it will increase
local demand and therefore decrease dependence on live cattle exports. One solution to increased
concentration and questions of market access generated by the consolidation trend is to create
investment incentives to attract new packing plants to the industry. Producers often welcome a new plant
opening, viewing it as having a likely positive effect on livestock procurement prices in the geographic
region surrounding the plant (Ward and Hornung 2005%¢).

Much of the research on the positive price effect on

fed cattle has been done with plant openings during an oo Canadian Fi Slaughter Est Utilization Rate
expansion phase when additional slaughter capacity
was needed. However, since Canada currently has the | 9% +-

capacity to slaughter the majority of fed cattle
domestically, it is economics that are driving cattle
south despite additional costs from COOL regulations, | 7% |

80%

For the last several years packing plants have been | &% - [r {

closing in Canada and the US as liquidation has | . | | L .

reduced cattle supplies. In Canada, Federally inspected 2688285538883 333233303
S 5858585855855 8%
O 0 00 C0CO0OC0 40«0 C0 «

slaughter capacity has declined on average 5%

annually since peaking in 2006. The most recent

closures in the US include Cargill's Plainsview, TX plant (4,500 hd/day), National Beef's Brawley, CA cow
plant (1,900 hd/day) and Cargili's Milwaukee, MI cow plant (1,200 hd/day). More cow plants are expected
to close over the next year as expansion gets underway in the US and cow slaughter stays low. It has been
theorized that closing capacity during times of excess capacity allow other plants in the region to operate
at higher plant utilization, thereby supporting fed cattle prices as fixed costs at each plant are spread over
more numbers (Ward and Hornung 2005).

At the same time, smaller plants are opening in western Canada. Qu’Appelle Valley re-opened in March
2014 processing 1,000 head of cows per week but its license was suspended in July 2014. It is anticipated
that the Balzac plant will reopen as Harmony Beef in the spring of 2015 adding 625-3,000 head per week
in its first year of operations. This facility is designed for 4,000 head per week and is targeted to reach
that number in year three. These smalier plants are designed to add value by targeting niche markets and
increasing local demand in order to improve the fed cattle basis. However, these plant openings will
provide 5,000 head per week additional capacity, creating excess capacity in Canada. With weekly
slaughter averaging around 50,000 head this would decrease federally inspected plant utiization from
82% to 76%. If a 2,000 head per week plant was opened in BC this would drop utilization to 74%. The
Canadian industry has rarely operated for a sustained period with utilization below 75% as it typically
results in a plant closing. For example, in December 2010 utilization fell below 75% and by April 2011 the
XL Calgary plant had closed. This is not surprising as Scheoder et al. (2009) found a 1% increase in slaughter

16 Clement E. Ward and Jonathan T. Hormnmung. 2005. Price Effects from an Anticipated Meatpacking Plant Opening and Unexpected
plant closing. Journal of Agricultural and Resource Economics 30(3): 469479
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capacity utilization in western Canada‘strengthened the fed cattle basis by $0.07/cwt. Therefore, the
estimated 6% decrease in utilization would correspondingly weaken the fed cattle basis by $0.42/cwt,

In order to support increased packing capacity in Canada, there would need to be more cattle or another
small to medium sized packing plant already operating could be put at risk of closing. This could
potentially be a number of smaller provincial plants in BC if the local market is targeted, displacing product
from these operations but that is not the proposed strategy for a new plant. Also, a portion of the
provincial staughter will be cull cows and not high quality fed cattle and therefore will leave these plants
unaffected. In terms of small to medium federally inspected plants, the closest one would be Canadian
Premium Meats at Lacombe, AB followed by Harmony Beef at Balzac, AB. All of these three Federally
Inspected plants would be expected to have similar business plans to compete against the larger packers,
making them direct competitors for business.

WILL A BC PACKING PLANT REDUCE DEPENDENCE ON THE US MARKET?

Figure 1 shows the supply curve for Canadian fed cattle (Scan) as prices increase the quantity produced
increases. Domestic demand for fed cattle is stable at Dp providing a price (Pp} and quantity (Qo) when
there are no exports due to trade restrictions. But when market access to the US is open, this is
represented as new demand from the US (USp) which allows the Canadian market to increase both supply
and price to Py and Qus. The volume from Qus to Qo is the volume of fed cattle exported. Canada as a
price taker receives Pys on all fed cattle, not just those exported.

Figure 1. Supply & Demand for Figure 2. Increased Domestic Figure 3. Reduced US Demand due
Canadian Fed Cattle Demand to COOL
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Figure 2 shows how increasing domestic demand for Canadian fed cattle such as a new packing plant in
BC. it should be noted that additional capacity does not automatically mean increased demand as shown
here. Additional capacity when supplies are large (e.g. during expansion) typically increases demand, but
during the liquidation or consolidation phase additional capacity can create lower utilization rates which
decrease packer’s willingness to pay for fed cattle (the above section estimates this impact to be around
$0.42/cwt) and offset any price increase from having another buyer in the market. In order for demand
to increase (to Qsc), a BC plant would need to be willing to pay more for fed cattle than the current market
price (Py). Most entrants would only be willing to pay the going market price, and therefore have no price
impact.

Figure 2 assumes a BC plant would increase domestic demand (Do to BC) this would reduce fed export
volumes by the amount from Qo to Qsc. When a border closure occurs, Qus fed cattle are captive to the
domestic market dropping the fed cattle price to Po. This decline in price would not be as large with an
increase in domestic demand, dropping only to P;. However, increasing domestic demand does not
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come from heifer retention. Calf prices in the fall of 2013 did not inspire expansion; breeding heifer
numbers on January 1, 2014 were steady compared to the year before and still 9% below the long term
average. As prices increased in 2014 bred heifer prices are now so high that they are impractical for many
producers given cash flow limitations. That means many will wait until the fall of 2014 to retain and
develop heifers of their own. However, that represents a significant opportunity cost.

It should also be remembered that with decreased feed costs and technology advancements larger carcass
weights mean that every additional cow to the national herd produces that many more pounds of beef.
Fewer cows will be needed in this expansion because carcass weights will amplify the additional beef cow
numbers. Markets respond to pounds of beef, not the number of cows.

The cattle cycle in 2015-2019?

The beef industry is currently in the third year of the consolidation phase of the cattle cycle. During the
consolidation phase some producers will be leaving the industry, while other producers expand their
herds leaving a net zero change in the national number. Since 2012, the beef cow herd has been relatively
steady declining zero to 1.5% annually. The consolidation phase typically lasts for 2-3 years, but is
expected to be prolonged to 4-5 years due to numerous market factors. Things that will prolong the
consolidation phase include: producer age, higher input costs limiting profits, and greater risk aversion
with equity losses over the last decade, a high level of volatility in the market place and greater profits in
other commodities. In order to move from the consolidation to expansion cow/calf producers need to see
profits that are competitive with producing other commodities and be confident that those profits will be
maintained long enough to justify investing in bred heifers.

Higher cow marketings, particularly in the fourth quarter of 2013 resulted in a smaller beef cow
inventories on January 1, 2014 down 0.8% at 3.9 million head. Despite higher calf prices in the first half
of 2014, interest in bred heifers has been soft. It is unlikely that heifer retention will increase enough to
stabilize the herd in 2014, resulting in an even smaller number on January 1, 2015. If expansion in the
beef cow herd is not seen until year five (2016) there will be three years of larger calf numbers (2017-
2019) contributing to two years (2018-2019) of larger production.

Risk factors that will:
Encourage Expansion: Discourage Expansion:
e Lower Loonie e  Par Exchange Rate with US
s Lower grain prices over the next five e Abounce in grain prices
years e Erosion of global & domestic beef demand
¢ Global & domestic beef demand holds e  Significant increases in production and export volumes out of

steady India/Brazil/Australia
e QOther major exporting country expand COOL continues under the amendment

production & export volumes e Fences and infrastructure have been removed on mixed
incrementally farms.
e COOL removed completely e Land bought by investors has increased the amount of
e  More risk management options are grassland available for rent. Young producers will need a
available today (e.g. price insurance) new paradigm for surviving the bad years if they don’t have
equity

Whether the national herd expands or not provides the foundation of cattle marketings in the future.
However, if the anticipated cautious expansion occurs it does not guarantee that more fed cattle will be
available for the domestic packer. Relative cost of gain, the fed basis and the number of US packers taking
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One of the key requirements is compliance with European Union rules on decontamination. interventions
(e.g., use of hot water or of chemicals except lactic acid) to decontaminate dressed carcasses are not
permitted. However, the use of steam is allowed provided that:

—~ Woater used for steam production is potable;

— Steam application does not result in irreversible discoloration of the meat (as determined
by visual inspection);

— Hygiene requirements are respected; and

— ltis considered as a Critical Control Point in the HACCP plan.

The European Union also requires separate employee welfare areas for slaughter floor and cut floor staff
which has implications on plant design and construction cost.

People’s Republic of China:

The slaughtering and processing plants and federally registered cold storage facilities exporting pork and
beef to China must meet the requirements of the Meat Inspection Act and the requirements of the
Chinese veterinary hygiene and public health regulations which apply to Chinese meat processing plants
in the relevant Chinese laws and regulations.

Water potability: records must show absence of fecal coliform (Escherichia coli) and a maximum total
plate count of 100 microorganisms per ml or less.

China also requires separate approval for off-site cold storage. Provincial Acts and Regulations that pertain
to operating a meat packing plant include:

— Environment Management Act

— Code of Practice for Slaughter and Processing Industries
-~ Waste Discharge Regulation

— Provincial Agricultural tand Commission (ALC) i.e. SRM
— Environmental Assessment Act

— Reviewable Projects Regulation

We have worked with the Environmental Standards Branch and Environmental Protection Division to try
to clarify requirements including waste disposal and/or treatment requirements.

They consider “treatment” different to “disposal.” Treatment may be primary settling out the solids,
and then discharging the liquid portion to the ground (in a detention pond or by irrigation), which would
be the disposal, and composting the solids (is a treatment) and land applying (is the disposal), or burying
the solids (also disposal).

If the slaughter facility has a discharge (or discharges) to the environment (liquid or effluent (wastewater),
semi-solids or solids, the owner/operator needs to register the facility and follow the requirements in the
Code of Practice for Slaughter and Processing Industries. If the slaughter facility is connected to the
municipal wastewater system, then effluent (or wastewater) from the slaughter facility is going into a pipe
and is not considered to have a discharge — of effluent — to the environment.

The blood, fat, oils, cleaning agents, etc. may be accepted into the municipal system, but they may require
some kind of treatment dependent on levels. Some slaughter facilities screen and/or separate out the
blood, fats, oil, grease (FOG) and add it to their solids for treatment/disposal. This is referred to as semi-
solids in the Code.
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Transportation Cost Advantages:

Transportation costs were compared relative to plants in southern Alberta; it is difficult to quantify a cost
advantage based on information currently available.

Truck transportation from Prince George to Prince Rupert is estimated at $.12/kg which is only $.012/kg
less expensive than Alberta to Vancouver. This is due to the lack of an established backhaul opportunity.
Truck transportation from Prince George to customers in Vancouver and the Pacific Northwest is the same
as from Alberta, again, because of the lack of an established backhaulf opportunity.

Rai! transportation to Prince Rupert and other port destinations like Montreal for access to the European
Union could provide a cost advantage. CN staff and management were consulted extensively to assess
this but they were not able to provide costs at this time. It is also important to note that transit times
would be a key factor particularly if using rail to ship fresh product to Montreal for export to the European
Union.

Ocean freight costs to Asia are difficult to quantify as freight and logistics companies worked with the two
main carriers, Cusco and Hanjin but were not able to get quotations out of the Port of Prince Rupert at
this time. This is complicated by the fact that currently very few refrigerated containers are returned from
Asia to the Port of Prince Rupert. All ocean freight quotations had to be generated based on shipping
empty refrigerated containers from Vancouver to Prince George and returning to the Port of Vancouver
for export to Asia. The cost to truck a refrigerated container from Vancouver to Prince George returning
to Vancouver for delivery to Shanghai China is estimate at $.25/kg, the same cost as from Alberta.

Ocean freight costs to Europe are also difficult to quantify. As the Port of Prince Rupert does not currently
service the European Union, all quotations need to be via either Vancouver or Montreal, Ocean freight
from Prince George via Vancouver to Europe is available and is estimated at $.31/kg but is projected to
require 51 days by water which would be acceptable for frozen beef but not for fresh product. Currently
the best available option is trucking an empty container from Calgary to Prince George, back to Calgary
then to Montreal for export to Europe. This cost is estimated at $.46/kg and is projected to require 17
days by water which is acceptable for fresh beef.

Air freight costs were also difficult to quantify. Air freight to Asia and Europe for fresh or frozen meat is
typically cost prohibitive. Costs from Alberta to Asia are currently estimated in the $2.00 to $2.40/kg
range and vary based on availability. Due the prohibitively high cost, air freight to Asia is typically used
on an urgent basis. The most common use is to make up product that was shorted when loading an ocean
container. Air freight is commonly used for regular deliveries of fresh beef to the Middle East. Cost is
estimated at $3.00/kg. As none of the carriers currently make scheduled stops in Prince George, we were
not able to secure any air freight quotes to Asia from Prince George. One industry expert estimated it
would be about $1.40 to $2.00/kg on a back haul with 20,000 to 30,000 kilograms to be required.

if a plant is to be considered, further work should be done with transportation and logistics companies
including CN, Cosco and Hanjin to more accurately estimate cost options and quantify any potential
advantages to both Asia and Europe. Similar work should also be done with trucking and air cargo
companies to assess the advantages of back haul opportunities.
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Introduction

Access to farmland is often one of the most prohibitive barriers for a new farmer. Purchasing
farmland represents a long-term commitment — much longer than three to five years it can take to
get a farm business up and running. Often, even if a new farmer is willing to invest in real estate,
they will find themselves priced out of the real estate market. Farmland real estate prices across
British Columbia are rising due to competing residential, recreational and other commercial
values, outpricing the value of agriculture uses.

A lease agreement is an alternative method farmers can use to access farmland and reduce the
strain of real estate investment on a new farm start up. Lease agreements are also beneficial to
landowners who wish to see their land in active agricultural production, and may not be ready to
sell. Many landowners will enter into lease agreements with new farmers so that their land can
be actively farmed while they pursue other activities, such as retirement, other careers, and
extended leave. Lease agreements are also a helpful tool for landowners to vet potential buyers
for their ability to viably maintain the farmland for agricultural use into the future, prior to
transferring ownership.

Lease agreements are the most formal type of land access agreements, giving exclusive
possession and usage of a property, or portion of property, to a tenant in exchange for rent. Lease
agreements can be registered on title, giving tenants greater legal recognition and security. There
are many clauses in a lease agreement that will define the responsibilities of a landowner and
tenants. A lot thought and conversation is required to create a lease agreement specific to each
landlord and tenant relationship.

This toolkit is designed to facilitate a preliminary discussion between a farmland seekers and
farmland owners. It is not a legal document, but it is designed to prepare both parties to enter into
a legal agreement. By working through the questions in this workbook, you will have a better
understanding of your own demands, expectations and limitations. By completing this workbook,
you will also save time for a legal expert or third party advisor who may be assisting you, which
saves valuable dollars on legal and consulting fees.

To begin this process, please download and print this workbook and follow the steps below:

Step 1:

Fill out your section of the workbook, either as a land seeker or land owner, to the best of your
abilities. You may not be able to answer all of the questions, but do the best you can. Not all
questions will be relevant to all situations. Farmland seekers should prepare a business plan for
their farming ventures prior to entering into lease negotiations. Farmland owners should
understand the market values of leaseholds in their area.

Step 2:

Arrange to meet with the other party, the land owner or land seeker, and review your answers to
the questions in the workbook together. Compare results and determine where expectations
match and where they differ. Begin discussions on issues that may need to be negotiated or
further explored.
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Step 3:

Bring your workbooks to a lawyer for further advice and begin drafting a legal agreement. A
completed workbook from both parties will assist a lawyer in drafting a good lease agreement
and will save both parties on costly legal fees by being well prepared.

Tips for Getting to an Agreement

1.

Be knowledgeable and competitive. Always approach potential land seekers or land owners in a
professional manner. Know your potential for profit and loss. Be ready to provide references
and resumes to demonstrate past experience. If there are friendships or family linkages
between a land owner and land seeker, remember that a lease agreement is, above all, a
business relationship.

Be proactive. If you do not yet have a potential land partner in mind, prepare your half of the
workbook to the best of your ability and use the results to create an advertisement for your
opportunity. Be sure to post this advertisement broadly through classified sites, land linking
sites and your local farming networks. You may even want to advertise nationally to draw on the
largest possible pool of qualified land partners.

All agreements will require negotiations. Expect to have several meetings with potential land
partners before anything close to an agreement is reached. Setting an agenda for each meeting
can help keep the process on track and ensure your expectations are met. Prior to entering
negotiations, understand what your own priorities are: what items are absolute necessities and
what items can be negotiated?

Rely on professionals. Not everyone has all the answers. Avoid relying on bad advice that could
have costly implications down the road. Accountants, lawyers, and agricultural specialists can
help determine the best financial, legal and agricultural practices for your situation.

Don’t be afraid to walk away. Not all negotiations will end in an agreement. Stand by your
priorities and never sign an agreement that you are uncomfortable with. Depending on the
market, there may other land partners you can work with.

Further References:

Guide for Agriculture Lease Agreements in British Columbia. 2014 Edition. BC Ministry of
Agriculture: http://www.agf.gov.bc.ca/busmgmt/bus arrange/lease pdf/Lease Guide 10-
2014.pdf

Land Access Guide. Edition 2.0. Young Agrarians: http://voungagrarians.org/young-agrarians-bc-
land-access-guide-iease-license-templates/

Linking Land and Farmers: http://llaf.ca/

New Farm Start Up Guide. BC Ministry of Agriculture:
http://www.agf.gov.bc.ca/regional/NewFarm/NewFarm.htm
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For Land Seekers

Section 1: Basic Information

Name:

Mailing address:

Phone number:

Email:

Are you a Canadian citizen or permanent resident? ] Yes | No

Business Name:

Business structure: sole proprietorship | partnership | corporation not yet
registered

Is your farm business: | new business | existing business

If this is an existing business, how many years has it been operation?:

If this is an existing business, What were last year’s gross sales?:

Section 2: The Land

Do you require access to a well or waterline? Yes No Unsure

Do you require potable water? Yes No Unsure

Do you require documentation of past activities that took place | Yes No Unsure

in the leasehold?

Do you require records of pesticide, fertilizer, or chemical Yes No Unsure

applications on the leasehold?

Do you require documentation of waste disposal, septic fields, | Yes No Unsure

sewage lagoons and contaminated sites on the leasehold?

Do you require the land to hold current organic certification? Yes No Unsure

Do you require the land hold any other current certifications? | Yes No Unsure

Do you require soil samples from the leasehold? Yes No Unsure

Do you cell phone reception on the leasehold? Yes No Unsure

Do you require the following utility connections:
Sewer lines Yes No Unsure
Natural gas lines Yes No Unsure
Electrical lines Yes No Unsure
Curbside waste pickup Yes No Unsure
Phone lines Yes No Unsure
High speed internet lines Yes No Unsure

Do you require fencing in the leasehold? Yes No Unsure

What type of fencing?

Wood Barbed High- Woven Electric Other Unsure

wire tensile wire | wire

Describe the size and function of the areas that will need to be fenced:

Do you require any security systems on the leasehold? If so, describe:
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Section 3: Farm Activities

What types of activities will you be conducting on the leasehold?:

Animal Boarding Yes No Unsure
Apiculture ) Yes No Unsure
Aguaculture Yes No Unsure
Accommodations Yes No Unsure
Agritourism Yes No Unsure
Biosolids application Yes No Unsure
Chemical fertilizer application Yes No Unsure
Christmas trees Yes No Unsure
Dairy Yes No Unsure
Fairs and Festivals Yes No Unsure
Floriculture Yes No Unsure
Food Processing Yes No Unsure
Food Service Yes No Unsure
Forest seedlings Yes No Unsure
Forage production Yes No Unsure
Fuel Storage Yes No Unsure
Fruit, vegetable and herb production Yes No Unsure
Grain production Yes No Unsure
Greenhouse production Yes No Unsure
Livestock raising — extensive Yes No Unsure
Livestock raising — intensive Yes No Unsure
Marijuana production (legal) Yes No Unsure
Pesticide application Yes No Unsure
Turf production Yes No Unsure
Wild harvesting (describe): Yes No Unsure
Other (describe):

Other (describe):

Other (describe):

Do you require the ability to remove trees in the leasehold?

Yes | No | Only in emergency circumstances
Who should be responsible for management or removal or manure from the leasehold?

Tenant | Landlord | Shared

Who should be responsible for the management or removal of waste from the leasehold?
Tenant | Landlord | Shared

Do you require the ability to spread manure, fertilizers, Yes No Unsure
pesticides, or other chemicals on the leasehold?

Do you require notice for the landlord to apply manure, Yes No Unsure
fertilizers, pesticides, or other chemicals on or adjacent to the

leasehold?

Do you require the ability to erect signage on the leasehold? Yes No Unsure
Do you require the ability to pursue organic certification? Yes No Unsure

Are there general production practices or stewardship standards you intend to follow?
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Please describe:

Section 4: Access

Are there buildings or equipment that you require access to? Please describe:

Are there time periods your access to the leasehold absolutely cannot be restricted? Please
describe:

Are there time periods during which you would like to be able to restrict access to the leasehold
by others? Please describe:

Under what circumstances can normal access to the leasehold be restricted? How much notice is
required?

How much notice to you require for landlord to enter the site and inspect the land and premises?

What do you consider a reasonable frequency of landlord inspection of the leasehold?

Daily | Weekly | Monthly | Quarterly | Annually

Aside from yourself, who else might access the leasehold?
Friends & family Yes No Unsure
Contractors and service providers Yes No Unsure
Volunteers Yes No Unsure
Interns and employees Yes No Unsure
Customers Yes No Unsure
General visitors Yes No Unsure
Paying guests (B&B rentals, tour groups, etc) Yes No Unsure
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Section 5: Accommodations

Do you require housing on the leasehold?

Yes

No

Unsure

Do you require the ability to use a trailer or tent as temporary
accommodations on the leasehold?

Yes

No

Unsure

In the absence of existing washroom facilities on the site, how do you propose to establish

washroom facilities?

Do you require parking space for vehicles in addition to your own personal vehicle? Please

describe:

Section 6: Time Frame

How long should the term of the lease be?:

At the end of the lease, should the agreement:

Automatically renew if no complaints brought forward by Yes No Unsure

either party
Provide an option for renewal Yes No Unsure
Provide an option for purchase Yes No Unsure

How could the lease be terminated prior to its expiry date?
Breach of contract Yes No Unsure
Sale of land Yes No Unsure
Notice with compensation Yes No Unsure
Notice without compensation Yes No Unsure
Extenuating circumstances, such as:

Do you require the lease to be registered on title to ensure the | Yes No Unsure

agreement survives the sale of the land to a new owner?

Section 7: Financial

What form of payment for the lease is expected?

Cash | Crop share | Labour | Other:

When will be payment be made and at what intervals?:

Who is responsible for payment of:
Property taxes Landlord | Tenant | Shared
Fees and licensing Landlord | Tenant | Shared
Utilities Landlord | Tenant | Shared
Capital improvements Landlord | Tenant | Shared
Legal fees associated with the lease agreement Landlord | Tenant | Shared

If Farm Status under BC assessment is earned or maintained Yes No Unsure

by your activities on the leasehold, do you expect to receive

financial compensation?

Are you willing to purchase general liability insurance for the | Yes No Unsure

business and list the landlord as third party insured?
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Section &: Other

Do you require mentoring support from the landlord? | Yes | No | Unsure

Do you require labour or other services from the landlord? Please describe:

What compensation are you willing to provide for the landlord’s labour and other contributed
services?

Is there anything else you would like a potential landlord to be aware of that has not been
covered in this workbook?
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For Landowners

Section 1: Basic Information

7Y

Name:

Mailing address:

Phone number:

Email:

Are you a Canadian citizen or permanent resident? Yes No
Are you married? Yes No
Are there additional owners listed on title for the property Yes No
Section 2: The Land
Legal description of the property:
Do you have aerial photos or maps of the property? | Yes No Attached
Does the intended leasehold an entire property or a portion of a Portion Entire
property?
If the intended leasehold covers a portion of the property, | Yes No Attached
could you attach a sketch or map of the area?
Size of the intended leasehold:
Zoning of the intended leasehold:
Does the intended leasehold fall within the boundaries of | Yes No Partially
the Agricultural Land Reserve?
Does the intended leasehold fall within the boundaries of | Yes No Partially
any of restricted areas or special management zones?
If so, please describe:
How many hectares/acres of the intended leasehold are in production?:
Describe the current production:
How many acres of the intended leasehold are forested?:
What is the fenced area of the intended leasehold?:
What type of fencing?
Wood Barbed Wire | High-tensile | Woven wire | Electric Other

wire
What is the state of the fencing?
Poor | Fair | Good | Excellent
Does the leasehold have access to a well or waterline? Well Waterline None
Does the well or waterline provide potable water? Yes No Unsure
Can you provide recent water testing results? Yes No Attached
Do you have any knowledge of historical activities that Yes No Attached
took place in the leasehold?
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[s the leasehold fallow? If so, for how long? Yes No Duration:
Do you have records of pesticide, fertilizer, or chemical Yes No Attached
applications on the leasehold?

Are there any active or closed waste disposal, septic Yes No Attached
fields, sewage lagoons and contaminated sites on the

leasehold? If so, please attach a map

Does the land hold any current organic certification? Yes No Attached
Does the land hold any other current certifications? Yes No Attached
Are the results of soil sample testing from the leasehold Yes No Attached
available?

What proportion of the property has of south facing exposure?:

Describe the topography of the leasehold:

Describe the routes of access to the leasehold;

Describe any security measures that have been taken to protect the leasehold from trespassing,

theft or natural disasters:

Describe the extent of any noxious weed presence in the leasehold:

Describe the extent of seasonal flooding issues in the leasehold:

Does the leasehold have cell phone reception? | Yes [ No

Does the leasehold have the follow utility connections available:
Sewer lines Yes No
Natural gas lines Yes No
Electrical lines Yes No
Curbside waste pickup Yes No
Phone lines Yes No
High speed internet lines Yes No

Will the tenant be sharing the use of these utilities with any other user? | Yes No

Section 3: Farm Activities

What types of activities will you be permitted on the leasehold?:

Animal Boarding Yes No Unsure

Apiculture Yes No Unsure

Aquaculture Yes No Unsure

Accommodations Yes No Unsure

Agritourism Yes No Unsure

Biosolids application Yes No Unsure

Chemical fertilizer application Yes No Unsure
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Christmas trees Yes No Unsure
Dairy Yes No Unsure
Fairs and Festivals Yes No Unsure
Floriculture Yes No Unsure
Food Processing Yes No Unsure
Food Service Yes No Unsure
Forest seedlings Yes No Unsure
Forage production Yes No Unsure
Fuel Storage Yes No Unsure
Fruit, vegetable and herb production Yes No Unsure
Grain production Yes No Unsure
Greenhouse production Yes No Unsure
Livestock raising — extensive Yes No Unsure
Livestock raising — intensive Yes No Unsure
Marijuana production (legal) Yes No Unsure
Pesticide application Yes No Unsure
Turf production Yes No Unsure
Wild harvesting (describe): Yes No Unsure

Are there any other activities that would not be acceptable in the lease? Please describe?

Will the tenant require permission to remove trees in the leasehold?

Yes [ No | Except in emergency circumstances
Who should be responsible for management or removal or manure from the leasehold?

Tenant | Landlord | Shared

Who should be responsible for the management or removal of waste from the leasehold?
Tenant | Landlord | Shared

Do you require the ability to spread manure, fertilizers, Yes No Unsure
pesticides, or other chemicals on the leasehold or adjacent

lands?

Do you require notice for the tenant to apply manure, Yes No Unsure
fertilizers, pesticides, or other chemicals to the leasehold?

Is the tenant permitted to erect signage on the leasehold? Yes No Unsure
Is there an opportunity for the tenant to pursue organic Yes No Unsure
certification?

Are there general production practices or stewardship standards the tenant must follow? Please
describe:
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Section 4: Access

Are there buildings or equipment that the tenant will have exclusive access to? Please describe:

Are there buildings or equipment that the tenant will have shared access to? Please describe:

Are there areas of the leasehold that will be off limit to the tenant? Please describe:

Are there time periods your access to the leasehold absolutely cannot be restricted? Please
describe:

Are there time periods during which you would like to be able to restrict access to the leasehold
by the tenant and others? Please describe:

Under what circumstances can normal access to the leasehold be restricted? How much notice is
required?

How much notice are you willing to provide prior to entering the leasehold to inspect the land
and premises?

What do you consider a reasonable frequency of landlord inspection of the leasehold?

Daily | Weekly | Monthly | Quarterly | Annually

Aside from the tenant, who may access the leasehold?
Friends & family Yes No Unsure
Contractors and services providers Yes No Unsure
Volunteers Yes No Unsure
Interns and employees Yes No Unsure
Customers Yes No Unsure
General visitors Yes No Unsure
Paying guests (B&B rentals, tour groups, etc) Yes No Unsure

Section 5: Accommodations

Is there housing available to the tenant on the leasehold? Yes No Unsure
Can the tenant use an RV, trailer or tent as temporary Yes No Unsure
accommodations on the leasehold?

Are there washroom facilities that the tenant will have access Yes No Unsure
to?

Are there designated areas for vehicle parking? Yes No Unsure
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Section 6: Time Frame

How long should the term of the lease be?:

At the end of the lease, should the agreement:

Automatically renew if no complaints brought forward by Yes No Unsure
either party
Provide an option for renewal Yes No Unsure
Provide an option for purchase Yes No Unsure
How could the lease be terminated prior to its expiry date?
Breach of contract Yes No Unsure
Sale of land Yes No Unsure
Notice with compensation Yes No Unsure
Notice without compensation Yes No Unsure
Extenuating circumstances, such as:
Are you willing to register the lease on title to ensure the Yes No Unsure
agreement survives the sale of the land to a new owner?
Section 7: Financial
What form of payment for the lease is expected?
Cash | Crop share | Labour | Other:
When will be payment be made and at what intervals?:
Who is responsible for payment of:
Property taxes Landlord | Tenant | Shared
Fees and licensing Landlord | Tenant | Shared
Utilities Landlord | Tenant | Shared
Capital improvements Landlord | Tenant | Shared
Legal fees associated with the lease agreement Landlord | Tenant | Shared
If Farm Status under BC assessment is earned or maintained Yes No Unsure
by the activities on the leasehold, will the tenant receive
financial compensation?
Do you require your tenant to hold general liability insurance | Yes No Unsure
for their business and to list you as third party insured?
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Section &: Other

Will you be available to provide mentoring support to the Yes No Unsure
tenant?

Will you be available to provide labour or other services to the tenant? Please describe:

What form of payment is expected for your labour and other contributed services?

Is there anything else you would like a potential tenant to be aware of that has not been covered
in this work book?

14|Page






