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Message from the Chair

I am pleased to present this annual report for the periods July 1, 2010 to
June 30, 2011 and July 1, 2011 to December 31, 2011 on behalf of
Canada Beef Inc., the restructured Canadian Beef Cattle Research,
Market Development and Promotion Agency, commonly referred to as
the National Check-off Agency (NCOA).

The Canadian Beef Cattle Research, Market Development and
Promotion Agency became operational in 2002. The Domestic Levy
Order was registered April 14, 2005. All Canadian provinces with a
structured beef cattle organization are in a position to collect the federal
levy (also referred to as “national check-off”) on beef and cattle sold in
inter-provincial trade and pay the levy to the Agency.
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Over the past decade, the beef industry has experienced many
enges with respect to market development, including reduced check-off revenue, global
omic recession, and BSE driven market restrictions and higher regulatory driven processing
. In response to these challenges, provincial cattle organizations which collect the check-off
ested the structure of the marketing organizations be assessed. This review presented the
rtunity to plan for the industry’s future marketing needs.

art of the review, the Canada Beef Working Group (CBWG) was struck and mandated “to
igate and develop a new organizational structure for maximizing efficiencies and effectiveness for domestic and
ational beef marketing activities”. In carrying out this mandate the group also reviewed the current
future roles of: the Global Marketing Advisory Committee (GMAC); the two major funding
nizations (Beef Information Centre and Canada Beef Export Federation); the Canadian
lemen Market Development Council (CCMDC); and the NCOA, while taking into
ideration the long-term needs of the industry, the funding and marketing challenges, the
ribution and needs of stakeholders, and the results of previous studies and reviews.

excited about the outcome of the review which was the creation of a single independent
nal beef cattle marketing, promotion and research organization by merging and integrating the
s, operations, liabilities and funding of the Canada Beef Export Federation, the Beef
rmation Centre and the NCOA. The new Agency began operating as Canada Beef Inc. effective
1, 2011.

ada Beef Inc. fully utilizes the structure and authority of the NCOA while consolidating
onsibility and accountability to one organization for the development of domestic and
national marketing programs. This ensures increased flexibility in the allocation of staff and
cial resources through the creation of a single unified marketing team and provides clearer
untability for contributors including cattle producers and other funding partners including
rnment.

Beef Cattle Research Council (BCRC) remains the national research group funded through
da Beef Inc. (the restructured NCOA). Its purpose is to sponsor research and technology
lopment and adoption in support of the vision of the Canadian beef industry to have high

Canada Beef Inc.
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quality Canadian beef products recognized as the most outstanding by both Canadian and
international customers.

Provincial organizations can continue to utilize national check-off funds to support projects that
address provincial-specific research, and marketing and promotion of beef and veal products. I am
pleased with the successful projects that were supported by national check-off across several
provinces. As well, national check-off is the “industry funding” used as the basis to obtain matching
funds from the industry-led Canadian Beef and Cattle Market Development Fund and Beef
Cattle Industry Science Cluster for the industry’s long-term marketing and research plans
respectively.

In closing, I would like to thank the industry leaders, who through their commitment and leadership
developed the pathway to the creation of Canada Beef Inc. I would further like to thank the
inaugural Board of Directors and staff of Canada Beef Inc. for their continued dedication to the
marketing efforts of Canadian beef, the results of which are highlighted in this report. I am excited
about the restructured organization, and look confidently towards the future.

Brad Wildeman, Chair
Canada Beef Inc.
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Agency Profile

PROCLAMATION

The Canadian Beef Cattle Research, Market Development and Promotion Agency (Agency or
NCOA) was proclaimed on January 17, 2002 and the registration published in the Canada Gazette,
Part II on January 30, 2002. The Agency sought revision to the proclamation in October 2003 to
allow the Saskatchewan Government to enter into an agreement to collect levies. The revised
proclamation was published on May 4, 2005 (SOR/2005-102).

LEVIES AND IMPORT ORDER

The Domestic Levy Order was registered April 14, 2005. All provinces with structured beef cattle
organizations are now signatories to the Agency’s agreements in their respective provinces (British
Columbia, Alberta, Saskatchewan, Manitoba, Ontario, Quebec, New Brunswick, Prince Edward
Island and Nova Scotia). As such, these provinces are in a position to collect the levy (also referred
to as “national check-off”) on beef cattle sold in inter-provincial trade and pay the levy to the
Agency. Now that all provinces have finalized their authority and entered into formal agreements
with the Agency, the program is truly national and the Agency will be able to finalize the Import
Levy Order for imported animals and carcass equivalent beef products. Efforts continue in the
Maritimes to address collection procedures to accommodate inter-provincial sales and collection of
the levies.

FISCAL YEAR

The fiscal year of the Canadian Beef Cattle Research, Market Development Promotion Agency is
July 1 to June 30. The Agency commenced financial operations July 1, 2002.

BOARD OF DIRECTORS – JUNE 30, 2011

The Board of Directors, as outlined in the proclamation, consists of 16 members (14 are beef cattle
producers and two are importers). The importer members are appointed one each from the
Canadian Association of Importers and Exporters and the Canadian Meat Council. The beef cattle
producer members are appointed by the Canadian Cattlemen’s Association from a list of nominees
submitted by the 10 provincial cattle organizations. One producer from each province is nominated
and the four remaining appointments are determined as per two Canadian Cattlemen’s Association
Executive Committee motions carried November 16, 2001:

1) That the Chairman of the Agency will serve in his own right and once elected, an additional producer
representative will be appointed from the Chairman’s province of origin; and

2) That three additional producer representatives be appointed – two from Alberta, and one rotating between
Saskatchewan and Ontario.

The by-laws of the Agency were approved by the Agency members at their first meeting on March
16, 2002. Accommodation was made for any committee member who is unable to attend a meeting
in person or via electronic means to send a proxy to the meeting.
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2010/11 BOARD OF DIRECTORS

Chair - Marlin Beever, Manitoba
Vice-chair – Kim Hextall, Saskatchewan
2nd Vice Chair – John Gillespie, Ontario
Treasurer - Bob Lowe, Alberta
Bill Freding, British Columbia
Gordon Graves, Alberta
Herb Groenenboom, Alberta
Brian Ross, Saskatchewan
Greg Johnson, Manitoba
Rick Hobbs, Ontario
Gib Drury, Quebec
Ed Crandlemire, New Brunswick
Jim Bremner, Nova Scotia
Ivan Johnson, Prince Edward Island

Dwight Greer, Canadian Association of
Importers and Exporters
Brian Read, Canadian Meat Council

Named Alternate:
Michel Dessureault, Quebec
Margo Ladouceur, Canadian Meat Council

STAFFING UP TO JUNE 30, 2011

The Canadian Cattlemen’s Association has been contracted to provide administrative and
management services for the Agency. This arrangement allows the Agency to access specialized
skills on an as-needed basis and reduces administrative costs. Locating the Agency in the same
office as the Canadian Cattlemen’s Association also allows for an important communication link
between the Agency and the industry. R.G. (Rob) McNabb, P.Ag., of the Canadian Cattlemen’s
Association is the Executive Director and Legal Counsel is Adrienne Waller.
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Restructuring of the Agency

In 2010, on behalf of the Canadian beef industry a Canada Beef Working Group (CBWG) was
mandated “to investigate and develop a new organizational structure for maximizing efficiencies and
effectiveness for domestic and international beef marketing activities”. In carrying out this mandate
the group also reviewed the current and future roles of the Global Marketing Advisory Committee
(GMAC) and the two major funding organizations, the Canadian Cattlemen Market Development
Council (CCMDC) and the Canadian Beef Cattle Research, Market Development and Promotion
Agency (NCOA).

In developing its recommendation the CBWG took into consideration the long-term needs of the
industry; the funding and marketing challenges that lay ahead; the contribution and needs of
stakeholders; the results of the due diligence reviews of the Beef Information Centre (BIC) and
Canada Beef Export Federation (CBEF); the results of the previous studies and the opportunities to
simplify the funding and approval structures. Three basic options were examined: 1) status quo; 2) a
single independent integrated organization; or 3) a strategic alliance.

On January 6, 2011 the CBWG presented the results of its investigation and its recommendation:

to create a single independent national beef cattle marketing, promotion and research organization by merging and
integrating the assets, operations, liabilities and funding of the CBEF, the BIC and the NCOA.

This single organization was created effective July 1, 2011 by restructuring the Canadian Beef Cattle
Research, Market Development and Promotion Agency which assumes the responsibilities,
programs and core functions of all three organizations. Research responsibilities continue to be
assigned to the Beef Cattle Research Council. The new Agency will operate as Canada Beef Inc.
Supporting the transition period for Canada Beef Inc. to become fully operational as a new Agency,
a six-month transition business plan for the period July 1, 2011 to December 31, 2011 was
implemented. The six-month Transition Plan followed the historical direction of the founding
organizations BIC and CBEF, and was the last plan to incorporate specific Commercial Beef
programs funded by the Legacy Fund. The subsequent Business Plan incorporated the strategic
vision and direction of the newly formed organization Canada Beef Inc.

2011/12 BOARD OF DIRECTORS

Chair - Brad Wildeman, Saskatchewan
Vice Chair- Dane Guignion, Manitoba
Grant Huffman, British Columbia
Chuck MacLean, Alberta
Jeff Warrack, Alberta
Paul Sharpe, Ontario
Gib Drury, Quebec
Jennifer MacDonald, New Brunswick

Members-at-large:
Jim Bremner, Nova Scotia
John MacDonald, Prince Edward Island

Canadian Association of Importers and Exporters
Dwight Greer – Eastern Meat Solutions

Beef Processing and Distribution
Brian Read – XL Foods
Francis Labrecque – Levinoff Meat Products
Mike Kennedy – Cargill
Arthur Batista – Ecolait
Scott Ellerton – Sysco Canada
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STAFFING – JULY 1, 2011

Effective July 1, 2011 the Agency operating as Canada Beef Inc. was managed by the executive staff
of Canada Beef Inc. including Robert Meijer (President), John Baker (Executive VP Global
Marketing), Ron Glaser (VP Corporate Affairs and Operations), Rob Giguere (VP Programs), and
Michael Shittu (VP Finance).

The office of the Agency is located at:

310, 6715 – 8 Street NE
Calgary, Alberta T2E 7H7
Tel: (403)275-5890
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Executive Summary

This 2010/11 annual report of the Canadian Beef Cattle Research, Market Development and
Promotion Agency, commonly referred to as the National Check-off Agency (NCOA), provides a
summary of programs and results of national check-off funded activities between July 1, 2010 and
December 31, 2011. The audited financial statements covering this reporting period (July 1, 2010 to
June 30, 2011 and July 1, 2011 to December 31, 2011) are included at the end of the report.

Through the national check-off, Canadian beef cattle producers collectively invest in research,
market development and promotion to achieve the industry’s long-term vision of a dynamic and
profitable Canadian industry with Canadian high quality beef products recognized as the most
outstanding by Canadian and world customers. Throughout 2010/11, market development and
promotion emphasized the Canadian Beef Advantage or CBA - a value proposition positioning
Canada’s beef industry as a world leader in quality beef production. The CBA promotes the benefits
of choosing Canadian beef based on attributes achieved from farm to fork. These
benefits/attributes of the CBA include conscientious production practices, environmental
stewardship, beef quality and yield advantages, plus Canada’s global animal health status and food
safety record.

Restructuring of the Agency:

In 2010, the Canadian beef industry stakeholders investigated a new beef marketing organizational
structure for maximizing efficiencies and effectiveness for domestic and international beef marketing
activities. In doing so, the roles of the Beef Information Centre (BIC), Canada Beef Export
Federation (CBEF), the Global Marketing Advisory Committee (GMAC) and the two major funding
organizations, the Canadian Cattlemen Market Development Council (CCMDC) and the Canadian
Beef Cattle Research, Market Development and Promotion Agency (NCOA) were reviewed. The
outcome was the merging of CBEF, BIC and the NCOA to create a single independent national
beef cattle marketing, promotion and research organization. Effective July 1, 2011, the new
organization operated as Canada Beef Inc.

National check-off funded activities and results in 2010/11.

1. Research:
National Check-off funds that support beef and cattle research are managed by the Beef Cattle
Research Council, a division of the Canadian Cattlemen’s Association (CCA). The BCRC also
focusses on encouraging collaboration and coordination among researchers, funding agencies, and
industry in order to maximize the benefits obtained from beef cattle research.

The Beef Cattle Industry Science Cluster, a partnership between Agriculture and Agri-Food Canada
and the CCA, was initiated in 2009 to support beef and cattle research projects. Industry and
government funding through the Cluster totals $11.25 million directed to 32 research projects. Each
national check-off dollar is matched by six AAFC dollars under the cluster. In addition to the
investments made through the Beef Science Cluster, the BCRC has contributed over $4 million to
nearly 60 other research initiatives. These BCRC investments have leveraged other industry and
government dollars, leading to total funding exceeding $20 million.
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The program priority areas under the Cluster in 2010/11 included:

1. Forage and Grassland Productivity
2. Beef Quality
3. Feed Efficiency
4. Animal Health and Welfare
5. Food Safety

Significant progress has been made on the research projects to date. Preliminary results of a forage
and grassland productivity project to identify strategies to maximize forage nutrient yield and
minimize winter feeding costs suggest that winter feeding costs can be reduced by 27-45% by swath
grazing corn or triticale; feed efficiency projects have confirmed that improved feed efficiency not
only means an increase in returns to the producers but also has measurable environmental benefits;
and beef quality research suggests that consumers’ satisfaction levels have improved on measures of
tenderness, juiciness and flavour over the past decade.

The BCRC continues to focus on communications through print and electronic publications. As
part of the Beef Cattle Industry Science Cluster, emphasis is being placed on the development of a
long-term strategy to improve technology transfer and knowledge dissemination. The strategy
includes an enhanced website and exploration of social media to keep producers, researchers, and
funders informed on research results, industry practise and new technologies, and the value of the
national check-off investments.

Through the BCRC, Canada’s beef on-farm food safety quality assurance program Verified Beef
Production™ (VBP) continued to be implemented. The VBP is a HACCP-based auditable program
that is recognized by the CFIA and has the potential for international recognition. The program
continues to focus on animal health management, medicated feed/water and non-ruminant feeds,
cattle shipping, pesticide control and training and communications. Uptake of the program has
continued to grow with producers identifying VBP as part of the future where industry looks for
product differentiation – an integral element of the Canadian Beef Advantage. VBP participation
has grown to over 15,400 cattle operations, with 55-60% of Canada’s beef being produced at these
VBP-trained operations.

2. National Market Development and Promotion
The national check-off funded domestic, commercial beef, and export marketing programs were
managed by the Beef Information Centre and Canada Beef Export Federation prior to the creation
of Canada Beef Inc. Effective July 1, 2011 when Canada Beef Inc. became operational, the
programs were managed by the single organization Canada Beef Inc. The national check-off was
supplemented with funding from the Canadian Beef Cattle Market Development Fund to cover the
full cost of the industry’s global marketing strategy. This Fund, also known as the Legacy Fund, was
established in 2005 to support long-term market development for Canada’s beef and beef cattle
genetics industry. This funding is matched by industry through the national check-off paid by cattle
producers and support from market partners.

Fundamental to the marketing programs are Canadian beef and cattle production, inventory and
marketing trends. In 2010, larger fed cattle production supported production and consequently
export volumes, which were up 8% from 2009. As supplies tightened throughout the year, prices
increased to reach their annual highs in December. In 2011, higher cattle prices occurred as a result
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of tighter supplies in both North America and globally, as well as increasing beef demand in many
emerging markets. The combination of smaller Canadian beef production and continued weakness
in the North American economy, which has limited demand recovery, has resulted in decreased
export volumes since 2010. Exports to United States and Mexico were down 15% and 33%
respectively in 2011 compared to 2010, while exports to Taiwan were down 61% due to market
access issues related to ractopamine residue limits. Exports to Russia and Japan were down 19%
and 25% respectively, with exports to Hong Kong and Macau up 3% in 2011.

The global marketing strategy for national market development and promotion focussed on three
priority goals in 2010/11. The following highlights the results of the programs relevant to each
priority goal.

Build awareness of the Canadian beef brand and the Canadian Beef Advantage
The awareness of the CBA and the Canada Beef brand and/or supporting attributes has been
heightened significantly over the past two years. Through various programs, CBA brand license
agreements have focussed on 75% of market share in the retail and foodservice sectors. Of that
target, approximately 55% are CBA brand license holders. With this increased awareness, the focus
moves to building on the commitment by consumers and trade partners to Canadian product. The
beef marketing materials, including print, electronic, and website, incorporated the CBA and
inherent attributes and resulted in increased awareness. For instance, awareness of attributes
associated with commercial beef increased from 85% in 2009 to 90% in 2010. And internationally,
heightened awareness and improved confidence in Canadian product were garnered through an
increased number of activities and resources incorporating the CBA.

Achieve growth in traditional, existing, new and emerging markets
Exports of Canadian beef in 2010 increased 8% over 2009, reaching 407,500 tonnes. Beef exports
in 2010 were valued at $1.42 billion, up 13% from 2009. Domestic consumption in 2010 decreased
2% from 2009 with the larger volumes exported. Canadian non-fed beef exports declined 32% in
2010, leading to increased domestic consumption of Canadian commercial beef. Beef exports in
2011 totaled 336,900 tonnes, down 17% from 2010. This supports inventories at the smallest
numbers since 1991, reduced production levels (down 14% from 2010) and an appreciated Canadian
dollar. Domestic consumption in 2011 was steady with 2010. In 2011 the proportion of Canadian
beef that was consumed in Canada increased to 63% from 60% in 2010, with lower exports
offsetting the increase in imports.

Many domestic and international partnerships and programs established in the retail and foodservice
sectors in previous years were maintained and/or strengthened, and new ones were developed.
However availability of consistent supplies of Canadian product at competitive prices continues to
be a challenge for partner commitment.

Maximize total value through optimization of carcass, genetics and live cattle values
The sale of identified priority cuts has been advanced in international markets, including Japan
where short plate, hanging tender and outside skirt sales volumes increased in 2010 compared to
2009. In Canada, the price discounts of heavy versus light carcasses were reduced in 2010 compared
to 2009. Domestic programs in 2010/11 also focussed on increasing the share of source grinds at
retail; although the volume of source grind sales at retail increased 14% over 2009, the overall share
of total ground beef sales remained low at 1.6%. Recognizing that there are numerous market
factors outside of the marketing organizations control that drive the North American boxed beef
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values, the focus has also been on monitoring the spread between Canadian and U.S. prices.
Marketing efforts overall focus on driving value for specific cuts into each of the retail and
foodservice sectors.

3. Provincial Research Market Development and Promotion
In 2010/11, national check-off transferred funds for projects managed by: the Manitoba Beef
Producers, New Brunswick Cattle Producers, Nova Scotia Cattle Producers, Ontario Cattlemen’s
Association and Prince Edward Island Cattle Producers. As well, the Fédération des Producteurs de
Bovins du Québec continued to use the proceeds from their allocation for veal and beef promotion
and research in Quebec.

Provincial programs focussed on the areas of research, consumer promotion and market
development. Research projects on feed efficiencies, animal health and management, marketing
strategies, and also research facility development were supported with check-off funds. Consumer
directed promotions at retail and foodservice, including branded product development promoting
provincially grown beef, were also managed by the respective provinces. Communicating the value
of the national-check-off plays a part in the provincial programs, and the use of social media is
becoming more prevalent in the marketing efforts and reaching various audiences.
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June 30, 2011 Audited Financial Statements
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December 31, 2011 Audited Financial Statements




























