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Overview
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= Highlights of the Farm Financial Survey, 2008 Reference Year.

= Conclusions.
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The Farm Financial Survey (FFS) has been an important source of information for

Agriculture and Agri-Food Canada (AAFC) since 1981
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= The FFS is funded by AAFC and conducted by Statistics Canada.

The results of the FFS, 2008 Reference Year are based on an initial sample of 14,000 farms with gross revenue of
$10,000 or more representing all provinces and farm types.

The survey was carried out in July 2009 and collected data for the 2008 reference year.

The survey collects data on farm assets and liabilities as well as data on farm and family income.

The FFS is unique in that it provides a complete financial picture of Canadian farms to evaluate structural and
performance issues.
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Farm assets increased 9% to $1.58 million per farm between 2007 and 2008

0, TN AVERAGE FARM ASSETS BY FARM TYPE, CANADA
buildings increased by $68,000, accountmg for 53% (2006 to 2008)
of the $127,000 increase in farm assets. 4000 1 = o006
3,500 -
H 2007
= Expansion and consolidation in the poultry and egg, 2 30009 5o
. . S 2,500 -
potato, and dairy sectors led to higher average 8 2’000 |
assets. g
3 1500
. , F 1,000 -
= The largest percentage increases were for fruit and 500 .
vegetable (16%), and grain and oilseed (15%) farms, 04 I
but the highest dollar increases in average farm 3 2282 285 8 £ g%
assets were $287,000 for dairy farms, followed by " =825 & =38 ° 2 23
$253,000 for poultry and egg farms. =S % 2 < 06° 3

Source: Farm Financial Survey, AAFC calculations.
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Farm assets increased for most provinces

AVERAGE FARM ASSETS BY PROVINCE, CANADA

crease in ssets (17%) partlally due to the Iarge

(2006 to 2008)
increase in the asset value of farmland and buildings. 25007 2006
B 2007
= Only Newfoundland and Labrador reported a 20001 = 9008
decrease in assets (7%) partially due to a decrease in | £ 1500 |
the value of quota assets. g
N _ _ 2 1,000 -
= British Columbia reported the highest average value 2
of assets at $2,447,000 in 2008. 500 4
0 o

N.L. P.E.I. N.S. N.B. Que. Ont. Man. Sask. Alta. B.C.

Source: Farm Financial Survey, AAFC calculations.
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Farm debt also increased as farms continued to invest in their operations

AVERAGE FARM LIABILITIES, CANADA
(2006 to 2008)

i o ' 307 @ Long-term liabiliti
Vmidlinfe ,.avesrage farm liabilities reaéhed $301 000 per 300 - oo AL ES
B Short-term liabilities
~ farm, up 14% from 2007. 2 250 A
o
» Long-term liabilities increased more than short-term § 200 -
liabilities. B 150 -
£ 10 1
50 -
il BN e =
2006 2007 2008
Source: Farm Financial Survey, AAFC calculations.
= Only potato farms decreased their farm debt, by AVERAGE FARM LIABILITIES BY FARM TYPE, CANADA
$75,000 between 2007 and 2008, while all other farm 000~ 200 (2006 to 2008)
types increased their farm debt. 2 g0 207
. . &4 6004 2008
= The largest percentage increases were for grain and 5 400
oilseed (21%), and poultry and egg (20%) farms, but 3 200 -
the highest dollar increases in average farms assets . .
were for poultry and egg ($148,000) farms followed by S T T ® g @ DT o =
| $ §353 £ 23 2 5 _ & =
dairy ($135,000) farms. o 28Z8 5§ 22 T Sg 5 8
§55£¢% 2 835  3°
5 & o

Source: Farm Financial Survey, AAFC calculations.
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Despite the increase in debt, interest expense was 7 cents per dollar of farm revenue in

2008, Compared to 13 cents in 1981 _ INTEREST RATES AND AVERAGE INTEREST EXPENSE
AS A PERCENT OF FARM CASH RECEIPTS, CANADA
(1981 to 2008)
-L' : 20 1
.
~ farmers to take on more debt without increasing 15 | Interest rate
interest eXpenses. =
D
< Farmers can service more debt with the same income. 2 10 1
[a W
Total interest expense
5 1 as % of total farm cash receipts
0 T T T T T T T T T T T T T T T T T T T T T T T T T T 1
1981 1984 1987 1990 1993 1996 1999 2002 2005 2008
Source: Farm Financial Survey, AAFC calculations and CANSIM table 002-0001, 002-0005.
= Average interest expense expressed as a percentage AVERAGE INTEREST EXPENSE AS A

PERCENT OF GROSS REVENUE, BY FARM TYPE, CANADA

of gross farm revenue measures the ability of farms to (2008)

cover the cost of servicing their debt. E————

FARM TYPE AS A PERCENT OF FARM REVENUE

< Beef, fruit and vegetable, and hog farms reported the

highest interest expense per dollar of revenue at 9 cents. Beef 4
Fruit and vegetable 9%

< Potato farms reported the lowest interest expense per Hog 9%
dollar of revenue at 4 cents, reflecting high farm Dairy 8%
revenues. All farms %
Greenhouse and nursery 6%

Poultry and egg 5%

Grain and oilseed 5%

Potato 4%

Source: Farm Financial Survey, AAFC calculations.
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e ectlng continued mvestment and expansmn in their
farm operations.

< In 2008, 91% of farms with one million dollars and more
of operating revenue had farm debt in comparison to 53%
of farms with less than $100,000 of operating revenue.

= |n 2008, hog farms reported the highest debt-to-asset
ratio at 44%.

= Grain and oilseed farms and beef farms had the
lowest debt-to-asset ratios of 15% and 16%,
respectively which reflects that many of these
operations are smaller.

10-017-r

Debt-to-asset ratios are highest for hog farms and larger farms

FARM DEBT AS A PERCENT OF FARM ASSETS, CANADA
(2008)

FARM SIZE (TOTAL REVENUES) DEBT-TO-ASSET RATIO
$1,000,000 and over 31%

$500,000 to $999,999 28%

$250,000 to $499,999 23%

$100,000 to $249,999 17%

Less than $100,000 12%

All Farms 17%

FARM TYPE DEBT-TO-ASSET RATIO
Hog 44%
Greenhouse and nursery 29%

Poultry and egg 28%

Dairy 26%

Potato 25%

Fruit and vegetable 21%

All farms 17%

Beef 16%

Grain and oilseed 15%

Source: Farm Financial Survey, AAFC calculations.
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Net worth is increasing for most farm types

= In2008, average net Worth'per fyﬁfwas $1.2 AVERAGE FARM NET WORTH BY FARM TYPE, CANADA 5
" anincrease of 8% from 2007. (2006 to 2008) :
30007 w2006
= Average net worth declined for hog and potato farms. 2,500 1 @ 2007
« Networth per farm declined by $180,000 (14%) forhog | & 2,000 { 52008
farms between 2007 and 2008, due to a decrease in farm § 1500 A
assets of $129,000 and an increase in farm debt of § '
$51,000. 2 1,000
500 |
= Net worth was highest for poultry and egg, potato, and 0. |
dairy farms at over $2 million per farm which reflects T gz22 2 25, 8 =2 g %
. . . . . n 238 £ & =T @ S
continued machinery investment, increase in quota £5=8 £ & © 2@ 28
values and expansion in their operations. g E T2 < 5° 3

< Fruit and vegetable farms reported the largest percentage
and dollar increase in net worth at $163,000 (16%) per
farm partially due to a large increase in the asset value of
farmland and buildings.

Source: Farm Financial Survey, AAFC calculations.
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Net worth increased for most provinces with Saskatchewan having the largest
percentage increase

. an re nage AVERAGE NET WORTH BY PROVINCE, CANADA
crease in net worth (1 7%) part|ally due to the Iarge (2006 to 2008)
increase in farmland and buildings. 2100 1 w2006
1,800 { 2007
= Only Newfoundland and Labrador reported a L5op | ©2008
decrease in net worth (8%) partially due to a decrease | &£
in their farm assets and a slight increase in their farm | g 1,200 1
debt. g 900 -
= 00 -
= British Columbia reported the highest average net
worth at $2,065,000 in 2008. 300 -
0 - .
N.L. P.E.I. N.S. N.B. Que. Ont. Man. Sask. Alta. B.C.

Source: Farm Financial Survey, AAFC calculations.
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Net worth for young farmer enterprises is also increasing

PSS

AVERAGE NET WORTH
enterprises (YFE) reached $861 000 per farm up FOR YOUNG FARMER ENTERPRISES*, CANADA
0 (2005 to 2008)
10% from 2007. $1.000,000 -
< The largest increases in average net worth were for grain 767 036 781578 860,864
and oilseed, and dairy YFE. $800,000 - 686,353
= Average net worth for YFE increased by 25% or $600,000 -
$175,000 between 2005 and 2008.
$400,000 -
$200,000 -
$0
2005 2006 2007 2008

* Young farmer enterprises: farms managed solely by young farmers between 18 and 39 years of age.
Source: Farm Financial Survey, AAFC calculations.
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Overall, average farm operating revenue increased 15% per farm between 2007 and 2008*

- = Allfarm types éported'@,n{i‘ncréﬁﬁi'nfrarnl operating AVERAGE FARM OPERATING REVENUE )
- revenue per farm. BY FARM TYPE, CANADA
(2006 to 2008)
] s $1,200,000 -
= Despite a decline in market revenue, average farm 1.000.000 B 2006
operating revenue for hog farms increased 4% due to e 8 2007
government payments. $800,000 1 2008
$600,000 -
= Average farm operating revenue was the highest for $400,000 o
potato, poultry and egg, greenhouse and nursery, and $200,000 A
hog farms as these farm types tend to be larger $0 | I
farms. 8 £33z2 f FiT_f
S c 8= g O 2 o > O
= ®=>2 D [ 25 o
= S 5 F 3 SEE O
= Poultry and egg farms had the largest percentage S > 828
increase in average farm operating revenue at 21%

Source: Farm Financial Survey, AAFC calculations.

followed by grain and oilseed farms at 20%.

*Excludes farms with gross revenue of less than $10,000 and multi-
holding operations.
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Operating expenses increased 17% per farm between 2007 and 2008

m types re AVERAGE OPERATING EXPENSES
expenses per farm. BY FARM TYPE, CANADA
(2006 to 2008)
. . $1,000,000 -
= Grain and oilseed farms had the largest percentage | 2006
increase in operating expenses of 26%, largely due to | $800,000 4 2007
higher fertilizer and fuel costs. ss00.000 1 0%
. . 400,000 -
= Potato farms reported the lowest increase in average $
operating expenses of 7%. $200,000 -
. . . . $0 - _|
= |tis expected that ope_rgtmg expenses will d.rop in g B 2 B % 2 g B gg £
2009 due to lower fertilizer, fuel and feed prices. s 8 =3 ° £5z28 <
5° T £¥8 $ o3
6 &8a

Source: Farm Financial Survey, AAFC calculations.
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Fertilizer and fuel expenses rose most significantly in 2008

AVERAGE FERTILIZER AND LIME EXPENSES
BY FARM TYPE, CANADA

$120,000 4 . (2005, 2006 and 2008)
oI rtilizer and lime éxpenses lncreased 52% $100,000 -
B“ENeen 2006 and 2008. $80,000 2000
$60,000 1 12008
. : $40,000 -
= All farm types, with the exception of beef and hog $20.000
farms, reported an increase in fertilizer and lime "0 4
expenses per farm. E’ 2 BsS £ 2 8 3,3; 2 2o g
O - [m) o < = [«B] o
< The largest increase was for grain and oilseed farms %‘ 8'; > c 2 £ 3 = @
(61%). Dairy, and poultry and egg farms also saw 2 g £ = ©

increases of 39% and 22% as many of these farms
produce their own feed.

Source: Farm Financial Survey, AAFC calculations.

AVERAGE FARM FUEL EXPENSE FOR MACHINERY

= Average farm fuel expense for machinery increased 660,000 - BY(ZFOA(\)EMzggﬁPaEr,] OT:?(;\IO/;)DA
27% between 2006 and 2008. ss0.000 | 2005 !
$40,000 { 2006
= All farm types, with the exception of fruit and $30.000 4 @2008
vegetable farms, reported an increase in farm fuel for | $20,000 1
machinery expense. $10,ogg :

« The largest percentage increases were for grain and g% E 2 s g2 8 3“? jE_a_” 25 8
oilseed (40%), and greenhouse and nursery (32%) farms. =i 23 o 8 fé’ S £ 3 &
i g 3 < 8 G °
a G &

Source: Farm Financial Survey, AAFC calculations.
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Net operating income was variable across years and farm types

, | : AVERAGE NET OPERATING INCOME
«'l unehanged from 2007. BY FARM TYPE, CANADA

(2006 to 2008)

i o : $200,000 -
= Average net operating income increased most B 2006

significantly (51%) for potato farms from $118,000 to $160,000 4 @ 2007

$178,000 in 2008. $120,000 - 02008
o $80,000 |
= By contrast, average net operating income for hog

farms fell 76% to $10,000 over the same period. $40,000 -

» Higher feed costs and a stronger Canadian dollar in the $0 = " 5
first half of 2008 contributed to the decrease in farm g2 8 £ E2Eg85 £ 2 £
income. € 28325 2 283 &

= 2 O ® = c = o
< £ €5 °8s a
65 & o

= Greenhouse and nursery farms also reported a
sizable decline of 25% in net operating income.

Source: Farm Financial Survey, AAFC calculations.



Hog farms received the highest average program payments per farm

0 08, uncﬁanged from 2007. However program
payments were quite variable across farm types.

= |n 2008, hog farms received the highest program
payments per farm, an increase of 49% from 2007.

= Not unexpectedly, farms under supply management
received the lowest program payments per farm at
less than $10,000.

AVERAGE NET OPERATING INCOME
BY SOURCE, CANADA

(2006 to 2008) O Program payments
$50,000 - B Net market income |
$40,000 - 39,900 39,800

' 32,800
$30,000 -
$20,000 -
$10,000 -
$0 A
2006 2007 2008

Source: Farm Financial Survey, AAFC calculations.

AVERAGE PROGRAM PAYMENTS
BY FARM TYPE, CANADA

$100,000 - (2008)
$80,000
$60,000
$40,000
$20,000
$0 __- T - T . T . T . T . T I T
> 0O =g & g5 9
5 S5 = gz=€2 %
3 L g < H°©° g o
a TR

Hog

Source: Farm Financial Survey, AAFC calculations.
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between 2007 and 2008

e

-

n 2 08, families operatiné-poultry. aﬁd—egg farms had -
 the highest total family income at $201,000, while
families operating hog farms had the lowest at
$61,000.

(e

= Families operating hog, and fruit and vegetable farms,
reported a decrease in average total family income.

< The largest decrease was for families operating hog
farms due to the decrease in their average farm net
operating income.

= Off-farm income accounts for more than half of the
total family income.

10-017-r

Total family income (before capital cost allowance) increased by 3% to $94,000 per farm

AVERAGE TOTAL FAMILY INCOME
BY FARM TYPE, CANADA

$200000 1 o (2006 to 2008)
$150,000 { @ 2007
$100,000 - 0 2008
$50,000 -
$0 B
— n
g 3 EE58g £ %5 £ %
m & =8c8 2 25 8 23
= =y = =
T £2§5° 3 o 3
68 o

Source: Farm Financial Survey, AAFC calculations.

AVERAGE TOTAL FAMILY INCOME, CANADA
(2006 to 2008)
O Family off-farm income
B Family farm income

100 -

Thousands of $

2006

2007 2008

FAMILY INCOME

Source: Farm Financial Survey, AAFC calculations.
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Participation rates* in on-farm food safety programs are highest for dairy and pork

prOducerS PARTICIPATION BY LIVESTOCK PRODUCERS

IN FARM FOOD SAFETY PROGRAMS, CANADA
(2008)

- = About 83% of dairy producers, accounting for 87% of | 100% - O Implementation
B Passed Audit

sales, participated in a food safety program. Whereas | gy, |
73% of pork producers participated in a program, but
accounted for most of the pork production in Canada
(92%). 40% -
20% -

60% -

= While only 25% of beef producers participated in a
program, they accounted for a relatively high
percentage of beef sales (42%).

0% -
Dairy Beef Pork

Source: Farm Financial Survey, AAFC calculations.

= Potato farms had the highest participation rate of PARTICIPATION BY HORTICULTURE PRODUCERS
horticulture enterprises at 49% and accounted for N FARM FOOD SAF?;&);ROGRAMS’ CANADA
H 0L —
82% of production. 50% O Implementation
40% - B Passed Audit
= Participation was lower for vegetable and melon 30% 4

producers (31%) but accounted for 68% of the
production in Canada.

20% A
10% A
0%

Potato Fruitand nuts Vegetable and Greenhouse

*Participation rates do not reflect the percentage of production that falls under on-farm melons and nurseries
food safety programs.

Source: Farm Financial Survey, AAFC calculations.
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Livestock tracking was the major buyer requirement (42%) for products from Canadian
farms

BUYER REQUIREMENTS FOR ALL FARMS, CANADA
(2008)

survey, the: second major one was an enwronmental
farm plan at 33%. 50% -

40% 4 33

42

= The remaining buyer requirements fall between 8% 0
and 11%. 30% 1
20% -

[N
(BN
[N
[N

10% A

0% -

Biosecurity [I =
]

No antibiotics - =

N

NoGMO [ <

= x > c —-= D c
*EC 8 = RS E.E RS
S S 78 T = 4 Q®
— 0 D = c > o
& o8 o

o Lo o= < © =
CE 2 &8 W e = O =
© & — = = (o)
= o D
E"CE = 7
L

Source: Farm Financial Survey, AAFC calculations.
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Conclusions
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- * Theco ntinued rise in farjmﬂsseféaﬁﬁe § foflettrihe mend rrfam: 3‘*‘;»- . "‘3 ’1" o '*'n :
- general optlmlsm in the Canadian agricultural sector. The average farm in Canada had farm assets vaIued a 5. 58 !

million and net worth of $1.28 million.

= Low interest rates have allowed producers to take on more debt to invest and expand their farm operations. Also,
82% of the farm debt is long-term debt which is less impacted by interest rate increases.

= The results reflect the difficulties the hog sector faced in 2008 as their average net operating income and net worth

fell, and their debt-to-asset ratio rose from 42% to 44%. However, during this same period, the hog sector received
the highest program payments per farm.
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