





CHAPTER

Managing Risk

he challenges of farming in the 21st century place a significant amount of

responsibility on the shoulders of Canada’s regulated egg producers. Even though

the job places them on the forefront of animal disease prevention, animal care,
food safety and environmental management, producers are embracing the challenge,
choosing to lead by example. Our sector was among the first in Canada to institute its very
own on-farm food safety program, Start Clean-Stay Clean™ (SC-SC). It is now supported
by Clean Start, a program launched recently to mitigate the risk of Salmonella enteritidis in
pullet flocks. This past year, we continued to press government for adequate producer
compensation in case of avian influenza (Al) and have bolstered our Risk Management
Fund, which could cover shortfalls. Meanwhile, with the national egg traceability project
under way, our efforts to produce eggs according to the highest standards are leading
toward the creation of a loyalty program—one designed to further strengthen consumer

trust in Canadian eggs.

Connect with federal government on sponsoring insurance

or assistance programs to compensate for depopulation

due to avian influenza

In 2008, we continued our efforts to work with government officials to secure adequate
compensation for egg producers in the event of avian influenza on their farms. As we
have been doing for several years now, EFC pressed the federal government over its
interpretation of the Health of Animals Act (HAA) regulations, arguing that the legislated

$8 maximum per hen is not representative of fair market value. Our efforts took on added
urgency in August when the Canadian Food Inspection Agency launched its mandatory

on-farm Al testing program for commercial poultry flocks, including laying hens.

Toward the end of the year, EFC compiled data from a diverse sampling of egg producers
to determine what they would be eligible to receive were their farms depopulated. In
early 2009, EFC met with the Deputy Minister of Agriculture and Agri-Food Canada

to present these findings. In the months ahead, we will continue to advocate before
government on behalf of all regulated producers until the compensation issue is

successfully resolved.
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Egg farmer Bert Harman inspecting his hens and observing
biosecurity protocols on his farm near Prince Albert, Saskatchewan. i

e——

Producers just can't take any ....the business plays a big part in helping
chances when it comes to

biosecurity, says Bert Harman,  people develop their abilities while providing for

who, together with his wife

Darlene, owns three egg farms  thewm and their families. “That gives me a lot of

in two provinces. Upon entering

their Prince Albert, Saskatchewan Satisfaction"’
lay house operated by nephew

Jason Labelle, Bert is like most

visitors: even if he is the owner, he

needs to don clean coveralls and

a hair net for biosecurity. farms, the Harmans today also Expansion and growth is just

run Star Egg, a grading station ordinary operating procedure for
Bert grew up in Prince Albert and in Saskatoon they relocated to the Harmans. “What that does
in 1965 joined his father in the a newly retrofitted building in for us is it allows us to hire more
egg business. As a young lad, his the fall. The tradition has been and better qualified people,” Bert
family had about 1,800 hens. The maintained as Bert and Darlene’s says. In return, the business plays a
flock grew to 6,500 by the time daughter Dana runs the Star big part in helping people develop
Bert came into the business. Since  Egg office and their son Shawn their abilities while providing for
then, the business hasn't stopped manages the farm in Humboldt, them and their families. “That

growing. Besides the three Saskatchewan. gives me a lot of satisfaction.”




Identify indemnification options and
implement an indemnification program

Compensation for avian influenza has been a difficult issue for our

industry because egg producers need assurances their livelihoods
would not be compromised in the event of a government-
ordered depopulation. In our view, we have no assurances that
compensation under the HAA would provide adequate assistance
in an emergency. In addition, an examination of the federal
government’s new Growing Forward suite of programs produced
more questions than answers concerning producer access to

emergency funds.

For the time being, while no flock screened as part of the
surveillance program has tested positive for AL it does remain
a real possibility for which we must be prepared. This was a
major factor behind the Board’s decision in 2008 to rebuild the
Risk Management Fund. In 2009, we will develop protocols for

accessing Fund resources.

Have supply management recognized as a
Business Risk Management program by the
federal government

Last year, the federal government recognized supply management

as a Business Risk Management (BRM) program, agreeing that
our orderly marketing approach is a viable way for egg, poultry
and dairy producers to mitigate market volatilities and manage
risk. We can build on this recognition by exploring ways for
supply management organizations to develop their own risk

management programs.

EFC and its industry partners are placing the finishing touches
on a reciprocal insurance program for Salmonella enteritidis (Se).
The existing compensation program—available only to regulated
egg producers—has worked well, but increasing food safety
demands from consumers make additional barn environment
testing imperative. Over the past few years, a dedicated group
representing the full spectrum of our supply chain has been
working with insurance experts to develop a comprehensive,

industry-wide reciprocal insurance program for Se.

Internally, Corporate and Public Affairs carried out a risk
identification and assessment exercise this past year that
examined risks that could prevent EFC from reaching its strategic
objectives. In the framework developed expressly for this purpose,
risks were assessed qualitatively and ranked to determine a level
of importance. Depending on the outcome, appropriate staff
members were assigned to manage each risk, and trigger points

were established to prevent risks from being realized.

Develop a national egg traceability program
in consultation with CPEPC

EFC is an active participant on the Industry-Government Advisory
Committee (IGAC), a body developed by federal and provincial
governments to advance premises identification, identification
of animals and animal movement tracking. The government
has made commercial poultry, including laying hens, a priority
sector for establishing traceability mechanisms. In 2008, EFC
representatives met regularly with their IGAC counterparts to
investigate every possible facet of a national traceability system,
including farm data, hardware, tools, legal agreements and
communications. In short, establishing national standards for
premises identification remains a challenge as existing systems
differ from province to province. In the coming year, further

consultation will be required.

Within EFC, the operations department is spearheading efforts
to build a national egg and hen traceability system where eggs
can be traced up and down the supply chain from the farm to
the consumer and back again. Going forward, we will explore

launching a traceability pilot in 2009.

Establish a strategy for the development of

a loyalty program for Canadian eggs that
integrates on-farm programs, traceability, etc.
Along with our mission to optimize supply to our traditional
and newer markets and ensure a fair return for producers, we
are also working to position Canadian eggs as the best product

on the market for consumers. As EFC builds a loyalty program

around Canadian eggs, we are striving to ensure that our programs
Scheduled for a 2009 launch, it will offer coverage for egg provide a high level of care for the animals under our stewardship
producers, pullet growers, hatcheries and breeders. Recognizing and are based on science, environmental sustainability and sound
the value of the new program and its strong emphasis on risk management.

biosecurity, EFC provided funds to get it up and running.
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The Canadian egg industry is already trusted by consumers and
governments to produce a steady supply of quality eggs. Now, we
are seizing the opportunity to bring the relationship full circle by
letting consumers know that not only are we proud to grow their
food, but that Canadian eggs are produced under some of the
most rigorous food safety, animal care and biosecurity standards in
the world.

To determine what could function in a Canadian context, EFC
representatives travelled to the UK and the Netherlands this
past year to learn more about successful egg loyalty programs
and traceability technology. While it is still too early to predict
the form this program will take in Canada, the research was
invaluable. In the coming year, EFC will continue to work on this

multi-step project.
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CHAPTER

Governance, Human Resources and
Knowledge Management

s we work to position Egg Farmers of Canada as a leading agriculture organization,

our strategy continues to be one of having sound business operations, effective

government relations and strict on-farm food safety. For this strategy to achieve
the best results, we are paying close attention to our internal organizational development

priorities. In 2008, we restructured several units and emphasized the need for strong
teamwork along with efficient fiscal management. As well, our policy of transparent
consultation with internal and external stakeholders was bolstered through the use of
newer technologies, such as SharePoint. The highlight was our move to a new building and
adoption of a new name—an undertaking that would not have been possible without the
attention to detail and cooperation of the entire EFC team.

The move represents a major milestone in our development as one of the country’s leading
agriculture organizations. In short, we recognized a golden opportunity and teamed up
with like-minded groups such as the Canadian Federation of Agriculture, Dairy Farmers

of Canada and Canadian Hatching Egg Producers, with whom we now share office space.
Long a shared vision by EFC Chairman Laurent Souligny and CEO Tim Lambert, our new

agriculture campus right in the heart of the nation’s capital enables our organizations to

project a united front to the world.

Strengthen mission and develop a new image, including a new
name and corporate logo, viewed positively by all stakeholders
The move occurred simultaneously with the launch of our brand new Egg Farmers

of Canada name and corporate identity, an initiative spearheaded by our Marketing

and Nutrition Manager. Prior to the move, we consulted with industry partners and
consumers to find the most appropriate name, logo and tagline to build on farmers’
positive reputations. An important reason for the change was to eliminate the common
misperception that our organization might be a government agency. Further to these
efforts, our eggs.ca website was redesigned and now serves as a one-stop shop for
information about the egg industry in Canada. So far, feedback from all quarters has been
overwhelmingly positive. Ultimately, we are hopeful this transformation will continue to

strengthen relations with our many stakeholders.
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Oversee the successful completion of the
renovation and relocation of EFC head office
Without question, the building acquisition and subsequent move
was one of the most significant changes we have ever faced as an
organization. Led by our VP, Human Resources & Organizational
Development and our Chief Financial Officer, and with the direct
assistance of the Information Services (IS) Unit and staff team, the
project was carried out seamlessly and delivered on time. Notably,
our telephone and computing infrastructure was transferred on

a Friday evening and made completely operational by Monday
morning. As well, even in our first year as owners, occupancy
costs are less than what we would have been paying in rent. In
summary, the new office space is a pleasant environment in which

to work, a sentiment echoed by directors, employees and visitors.

Hold annual board visioning session aimed

at providing effective strategic leadership to
employees

In order for staff to implement the Board’s vision, all directors
are involved in an annual strategic planning process. As part

of this exercise, directors identify and rank priorities, provide
direction, and lay out objectives for the EFC Business Plan. From
there, the Business Plan is drawn up and tied to unit work plans
and individual goal setting, thereby ensuring that all within the
organization are working collectively to achieve the goals of
the Board.

Following the presentation of the strategic audit—a summary
of the previous year’s achievements and challenges—directors
identified goals and ongoing challenges for the short, medium
and long term. The resulting feedback became the foundation
for a strategic insights questionnaire forwarded to directors.
Following a round of interviews with directors, the findings
were incorporated into the 2009-2012 Business Plan. This past
year, directors praised the planning process and, in 2009, we are
expanding the process to include provincial egg board managers

and chairs.

Provide ongoing governance training and
development sessions covering current trends
and principles to both directors and employees
Establishing and communicating up-to-date, accurate governance
principles to directors and staff is the key to maintaining a

high level of accountability within the organization. Beginning

in May 2009 and recurring annually, EFC will be organizing a

Board governance training session for directors. This will include
updated orientation packages for incoming directors with relevant
information about their role and responsibilities as well as the
legal fundamentals of governance. We are also planning to add

governance principles to employee job descriptions.

Ensure clarity of roles and accountability
among directors and employees

Our work to strengthen the consultations process these past few
years is resulting in improved teamwork. We have significantly
enhanced our efficiency in Board meetings by ensuring access

to information for decision-making prior to meetings. Directors
are informed and have already given thought to implications for
their region and the national supply chain as a whole. In essence,
the Board has the information it needs today to make informed
choices—the streamlined 2009 budget being a prime example, as
directors were able to react quickly to external factors affecting

the Pooled Income Fund.

At the staff level, there are now more projects being managed
and implemented jointly across units. We have acted to ensure
the right people with the right skills are in place to deliver results
that move the organization forward. There is more capacity and
depth, and a good mix of veteran and newer staff. Over the short
and medium term, we will improve communications among units

using tools such as SharePoint.

Establish a policy development and update
cycle, and further refine existing policies and
processes and develop new ones as needed
This past year, EFC reworked its human resources policy

manual and updated new finance policies governing audits and
accounting. The expense and travel policy for directors was

also fine-tuned. In addition, committees updated their Terms

of Reference, completed self-assessments and identified goals.
Starting in 2009, we will begin reviewing policies in all units on an

annual basis to strengthen the planning cycle.
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Wind is one of Prince Edward
Island’s most valuable resources.
Egg farmers Douglas and lan
Simmons have taken advantage

of the clean natural resource by
purchasing a turbine to provide
energy for their 10,000-hen egg
farm, garden market, greenhouses
and the two homes that house
each of their families. “It's the
cleanest energy you can produce,”

The brothers divide work around
the business according to their
preferences and talents. lan

is in charge of administration,
financial details and marketing
while Douglas handles day-to-day
operations. The most rewarding
experience about egg farming,
says lan, is getting a new flock in
the fall. There isn't much that's
more rewarding than cracking the

Every autumn, the two brothers,
their families and employees host a
free community scarecrow contest
with the help of local suppliers and
the local Lions Club. About 3,000
people visit the farm during this
annual event. Families want things
they can do together without it
costing a lot of money and the
scarecrow contest gives them just
that opportunity.

lan says of the wind energy,

explaining why he and Douglas
opted to purchase a turbine. “"We
have a lot of wind in PEl and we
should use our natural resources to
the best of our ability.”

Implement training and development

for employees

As the EFC staff team becomes further established, we are now
better able to develop employee skills and further knowledge
through training. About a third of the workforce took training

in 2008 in software programs, leadership, French and more.

Our Chief Operations Officer also offered in-house project
management training to managers. It is expected that most, if not

all, members of the team will participate in training in 2009.

Develop a succession plan

Senior staff have begun developing a succession plan to identify
employees who are interested in being groomed for greater levels
of responsibility, thereby increasing the potential for retaining

key performers. Some employees attended leadership training
and development courses, while we increased responsibilities for
others and mentored newer arrivals. In the year ahead, more work

will be done to ensure EFC’s succession plan is in place.
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first eggs from a new flock.

Transition to a new performance management
program linking employee goals and objectives
to the Business Plan

In 2008, EFC staff worked with a new performance management
program to link individual goals to unit work plans in support of
the Business Plan. For the first time, all staff performance reviews
and salary adjustments occurred around a common review date.
Equally important, our annual review and salary adjustment

process is now part of the annual business cycle.

Conduct an organizational capabilities review
that identifies strengths and gaps

A unit-by-unit organizational review in 2008 led to the
restructuring of two departments. The review shed new light

on strengths and weaknesses, making it possible to better
understand short and long-term staffing requirements. As a result,
the Finance Unit and Field Operations Unit were restructured

to address specific gaps and we reorganized the Administrative
Services Unit in conjunction with our office move. Meanwhile, the
Business Development Unit was created to undertake projects of a

technical operational nature.



“We have a lot of wind in

PEI and we should use our
natural resources to the best

of our ability.”

Egg farmers lan (left) and Douglas Simmons on their farm near Summerside,

PEI. The brothers use a wind turbine to help power their farm, garden
market, greenhouses and the two homes that house each of their families.

Create a knowledge management environment
and architecture that enables and influences
the business

EFC’s knowledge management capability can be measured by
how well our decision-makers are provided with relevant, timely
information. At present, we are working from a multi-year road
map to help create a computing environment built upon a stable
and secure infrastructure. With each step, we are delivering value
to the end-user; staff and stakeholders benefit from timely access
to information compiled from various data sources housed in a
single, convenient location.

Take a leadership role as the source for
information about eggs in Canada

To strengthen our position as the best source of information about
eggs in Canada, the Marketing and Nutrition Unit helped redesign
our eggs.ca website in 2008. It is now the central repository for our
corporate and consumer content where visitors can find recipes,
our media centre, resources for health professionals, information
about trade, contest information and more. Equally important,

we launched livingwellwithcholesterol.ca, an online version of the

Healthy Choices kit aimed at Canadians with cholesterol concerns
and their physicians. In 2009, employees will be able to update
these sites and add content using Content Management System
software.

Build a plan to develop a robust information
infrastructure that enables the interoperability
of stakeholders

The IS Unit is focused on becoming more of a partner in enabling
the overall business strategy by making information available
without need of sophisticated technical knowledge. Among our
key challenges is making this data easier to find—and the search
process increasingly more seamless. The Web-based SharePoint
application is the foundation upon which we are building our
infrastructure. Last year saw the laying of this foundation—
mostly document storage and retrieval capabilities—and more

applications were added this year.

SharePoint and Webex technologies make it possible for team
members to work together over the Internet, regardless of

their geographic location. Rather than travelling or waiting for
documents to arrive by mail, provincial board staff can receive
online training on the Egg Information Management System
(EIMS), while members of the National Egg Supply Team (NEST)
draft documents in real time during conference calls. At present,
we are using this technology to support activities involving the
Board of Directors, Executive Committee, the NEST and more. In
the coming year, IS will add more applications to SharePoint in

preparation for a paperless future.
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Implement key performance measures

which highlight accurate financial data

on a timely basis

A key objective for the IS Unit is to ensure that EFC’s computing
infrastructure is fully operational. In 2008, IS launched a two-year
project to bring all desktop and laptop computers up to date with
the latest software. Work was also done to update Great Plains

to the most recent version, an important step in web-enabling
our financial system. With the technical foundation and building
blocks in place, we will be working in 2009 to integrate the pieces
so that all users, regardless of their level of financial expertise, can
easily extract data from the program.

Harness knowledge through the evolution

of information management systems

The ever-developing world of information management has
provided us with new ways of working. In 2008, we built a “data
warehouse”—a tool designed to house business information. The
warehouse will function on a trial basis next year. When fully
operational, staff will be able to extract industrial product and
Neilsen retail sales data from a single source. In future, there are
plans to integrate flock, transport and EIMS data. Besides the data
warehouse, we eliminated some limitations to EIMS by upgrading
the system to capture inter-provincial egg purchases and sales.
Next year, the Field Operations Unit will be working closely with
IS to implement further recommendations from the provincial
board offices for EIMS.

34 Annual Report 2008



AU DITORS' REPORT Deloitte & Touche LLP

800 - 100 Queen Street
Ottawa, ON KiP 5T8

Canada

Tel: (613) 236-2442
Fax: (613) 236-2195

To the Members of the www.deloitte.ca
Canadian Egg Marketing Agency

c.o.b. Egg Farmers of Canada

We have audited the statement of financial position of the Canadian Egg Marketing Agency c.o.b. Egg Farmers
of Canada (“EFC”) as at December 27, 2008 and the statements of operations, changes in fund balances and of
cash flows for the fifty-two week period then ended. These financial statements are the responsibility of EFC’s

management. Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing standards. Those standards
require that we plan and perform an audit to obtain reasonable assurance whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles used and

significant estimates made by management, as well as evaluating the overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the financial position of EFC as at
December 27, 2008 and the results of its operations and its cash flows for the fifty-two week period then ended in

accordance with Canadian generally accepted accounting principles.

ST Tk 2P

Chartered Accountants

Licensed Public Accountants

February 4, 2009
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FINANCIAL STATEMENTS

Statement of Financial Position

as at December 27, 2008
(in thousands of dollars)

CURRENT ASSETS

Cash and cash equivalents
Accounts receivable (Note 5)
Inventory

Prepaid expenses

Investments (Note 6)

RESTRICTED INVESTMENTS (Note 7)
CAPITAL ASSETS (Note 8)

INTANGIBLE ASSETS
(at a cost of $345 net of accumulated amortization)

CURRENT LIABILITIES
Accounts payable and accrued liabilities

Short-term portion of long-term loan (Note 9)
LONG TERM LOAN (Note 9)

COMMITMENTS AND CONTINGENCIES
(Notes 15 and 16)

FUND BALANCES
Internally restricted (Note 10)

Unrestricted

APPROVED BY THE BOARD

Chairman of the Board of Directors

Pooled Income

Administration

Fund Fund Total 2008 Total 2007
(Restated)

(Note 3)

$ 30,025 $ 5,345 $ 35,370 $ 33,964
11,929 2,098 14,027 16,179
220 — 220 632

33 246 279 86
35,494 — 35,494 10,866
77,701 7,689 85,390 61,727
3,538 — 3,538 1,569
— 5,428 5,428 3,390

— 328 328 —

$ 81,239 $ 13,445 $ 94,684 $ 66,686
$§ 9,030 $ 2,690 $11,720 $ 10,586
— 59 59 56
9,030 2,749 11,779 10,642
— 2,838 2,838 2,896
9,030 5,587 14,617 13,538
5,802 5,932 11,734 7,063
66,407 1,926 68,333 46,085
72,209 7,858 80,067 53,148
$81,239 $ 13,445 $ 94,684 $ 66,686

The accompanying notes form an integral part of these financial statements.
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FINANCIAL STATEMENTS

Statement of Operations

for the fifty-two week period ended December 27, 2008
(in thousands of dollars)

Pooled Income Administration
Fund Fund 2008 2007
REVENUE
Egg sales $ 85,227 $ — $ 85,227 $ 68,389
Levy, service fees and contributions (Note 11) 96,389 17,787 114,176 133,131
Net levy contribution 12,592 — 12,592 14,970
Interest and other income 1,628 10 1,638 2,087
Other income — restricted (Note 10) 208 153 361 299
196,044 17,950 213,994 218,876
EXPENSES
Trade operations:
Egg purchases 159,025 — 159,025 156,804
Transportation and handling 5,130 — 5,130 5,560
Food safety program 123 — 123 160
Third party verification 1,223 — 1,223 1,180
Other 178 — 178 62
165,679 — 165,679 163,766
Advertising and promotion — 7,884 7,884 7,274
Salaries and benefits (Note 13) — 4,235 4,235 4,213
Repayment of producer contributions — — — 3,878
Professional fees and consulting 798 1,154 1,952 1,923
Meetings and travel — 1,660 1,660 1,503
Public affairs and communications — 1,138 1,138 1,577
Office and other administrative — 897 897 709
Marketing and nutrition research — 889 889 461
Rent — 377 377 417
Per diems — 547 547 479
Donations 183 — 183 206
Restricted expenses (Note 10) 1,600 361 1,961 774
Interest on long-term debt — 65 65 —
Amortization of capital assets — 183 183 70
Amortization of intangible assets — 17 17 —
Uncollected levy, service fees and contributions (533) (59) (592) 92
Transfer of administration expenses (Note 12) 2,235 (2,235) — —
4,283 17,113 21,396 23,576
TOTAL EXPENSES 169,962 17,113 187,075 187,342
EXCESS OF REVENUE OVER EXPENSES $ 26,082 $ 837 $ 26,919 $ 31,534
The accompanying notes form an integral part of these financial statements.
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FINANCIAL STATEMENTS

Statement of Changes in Fund Balances

for the fifty-two week period ended December 27, 2008
(in thousands of dollars)

Pooled Income Fund Administration Fund
Internally Internally
Restricted Restricted
(Note 10) Unrestricted (Note 10) Unrestricted 2007
BALANCE,
BEGINNING OF PERIOD $2,194 $ 43,933 $ 46,127 $ 4,869 $ 2,152 $ 7,021 $ 53,148 $21,614

Excess (deficiency) of revenue

over expenses (1,392) 27,474 26,082 1,063 (226) 837 26,919 31,534
Interfund transfers 5,000 (5,000) — — — — — —
BALANCE, END OF PERIOD $ 5,802 $ 66,407 $ 72,209 $5,932 $1,926 $ 7,858 $ 80,067 $ 53,148

The accompanying notes form an integral part of these financial statements.
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FINANCIAL STATEMENTS

Statement of Cash Flows

for the fifty-two week period ended December 27, 2008
(in thousands of dollars)

NET INFLOW (OUTFLOW) OF CASH RELATED TO THE
FOLLOWING ACTIVITIES:

OPERATING

Excess of revenue over expenses
[tem not affecting cash
Amortization of capital assets

Amortization of intangible assets

Changes in non-cash operating working capital items

FINANCING AND INVESTING
Purchase of investments

Proceeds from matured investments
Purchase of capital assets

Purchase of intangible assets
Proceeds from long-term loan

Payments on long-term loan

NET CASH INFLOW
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD

CASH AND CASH EQUIVALENTS, END OF PERIOD

Pooled Income

Administration

The accompanying notes form an integral part of these financial statements.

Fund Fund 2008 2007

$ 26,082 $ 837 $ 26,919 $31,534
— 183 183 70

—_ 17 17 —
26,082 1,037 27,119 31,604
1,540 1,965 3,505 (4,915)
27,622 3,002 30,624 26,689
(84,579) — (84,579) (24,312)
57,982 — 57,982 12,147
—_ (2,221) (2,221) (2,952)

— (345) (345) =

— — — 2,956

— (55) (55) (4)
(26,597) (2,621) (29,218) (12,165)
1,025 381 1,406 14,524
29,000 4,964 33,964 19,440
$ 30,025 $ 5,345 $ 35,370 $ 33,964
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NOTES TO THE FINANCIAL STATEMENTS

for the fifty-two week period ended December 27, 2008
(in thousands of dollars)

1. ACTIVITIES OF EFC

Objective of EFC

In 1972, Parliament enacted the Farm Products Marketing Agencies Act. The Canadian Egg Marketing Agency c.0.b. Egg Farmers of
Canada (“EFC”), a Statutory Corporation, was then established by proclamation and incorporated pursuant to the Farm Products Agencies
Act. It, along with a Federal-Provincial Agreement, identifies EFC’s responsibilities, including: to effectively manage the production,
pricing, distribution and disposition of eggs in Canada and to promote the sale of eggs. EFC is exempt from income taxes under section

149(1)(e) of the Income Tax Act.
As of August 25, 2008, the Canadian Egg Marketing Agency operates under the name “Egg Farmers of Canada”.

Levy, service fees and contributions

The provincial and territorial egg marketing boards have agreed to act as agents of EFC for the collection, control and remittance of the
levy, as recommended by EFC and approved by the National Farm Products Council. Further amounts are paid to EFC by the provincial
boards to finance the national industrial product removal system pursuant to the supplementary Federal-Provincial Agreement and, in

the case of Quebec and Alberta, through service fees payable pursuant to a commercial contract.

Removal activities
EFC purchases, at specified buy-back prices, all eggs that meet EFC specifications that have been declared as excess to provincial table

market requirements. These eggs are then sold to domestic processors.

Service contract

EFC maintains a service contract with the Quebec provincial board.

The contract allows for the operation of a provincial industrial product removal program within the national system. As a result

of national programs operated by EFC, not all provincial declarations are recorded as sales by the provincial board. In Quebec, the
provincial removal program was responsible for g7% (2007 — 9o%) of their province’s industrial product declarations. The difference of
3% (2007 — 109%) represents product sold interprovincially by EFC. The excess of national levies over the cost of removal of industrial

product is recorded as net levy contribution.

2. SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared in accordance with Canadian generally accepted accounting principles for not-for-profit

organizations and reflect the following accounting policies:

Fund accounting

The EFC reports under the fund accounting method to ensure the observance of limitations and restrictions placed on the use of
resources available to EFC. The accounts of EFC are classified for reporting purposes into funds in accordance with activities or objectives
specified by the members or in accordance with directives issued by the Board of Directors. For financial reporting purposes, the Fund

balances have been classified into two funds consisting of the following:

(i)  The Pooled Income Fund includes the industrial product removal levy, service fees, contributions and related professional fees and

consulting. All transactions involving the buying and selling of eggs are recorded in this Fund.

(i)  The Administration Fund includes the administration levy, service fees and contributions and all administrative expenses.
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NOTES TO THE FINANCIAL STATEMENTS

for the fifty-two week period ended December 27, 2008
(in thousands of dollars)

Foreign currency translation
Revenue and expense items are translated using average monthly rates. Any resulting foreign exchange gains or losses are charged to
miscellaneous income or other expense of the Administration Fund. Foreign currency monetary assets and liabilities are translated at the

exchange rates in effect at the statement of financial position date.

Revenue recognition

EFC follows the deferral method of accounting.

Egg sales revenue is recognized on the date eggs are delivered to the customer.

Levy, service fees and contributions are recognized in the period of issuance, production or provision of service as applicable.
Levy revenue is calculated based on the weekly provincial bird issuance and a weekly per bird levy rate.

Cash and cash equivalents
Cash and cash equivalents, which include cash and short-term investments with maturities of three months or less from the date of the

balance sheet, are considered to be held-for-trading and carried at fair value.

Investments
Investments in government bonds and restricted investments are classified as held-to-maturity and are recorded at amortized cost.

Interest on interest-bearing investments is calculated using the effective interest rate method.

The fair values of investments are based on quoted market prices at the date of the statement of financial position. Transaction costs
related to investments are expensed as incurred.

Accounts receivable
Amounts receivable are classified as loans and receivables and carried at amortized cost, net of the allowance for doubtful accounts.
Because of the short-term nature of accounts receivable, amortized cost approximates fair value.

Inventory
Inventory consists of eggs which are valued at the lower of cost and net realizable value. Cost is determined on the first in, first out basis.

Capital assets
Capital assets are recorded at cost. Amortization is calculated using the straight-line method over their anticipated useful lives once

placed in service as follows:

Buildings 40 years
Office equipment 10 years
Computer hardware and software 5 years
Leasehold improvements over remaining term of lease

Carrying costs associated with the buildings are capitalized until the buildings are ready for productive use.

Intangible assets
Intangible assets, which include the design and related expenses of EFC’s corporate identity, are recorded at cost and amortized over

their estimated useful life, which is 10 years.
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Accounts payable, accrued liabilities and long-term debt
Accounts payable and accrued liabilities are classified as other liabilities and carried at amortized cost. Because of the short-term nature of

accounts payable and accrued liabilities, amortized cost approximates fair value.
Long-term debt is classified as other liabilities and carried at amortized cost using the effective interest rate method.

The fair value of the debt is estimated using quoted market prices of similar debt or based on models and other valuation techniques that

include prices sourced from observable data. Transaction costs related to the debt are expensed as incurred.

Use of estimates

The preparation of financial statements in conformity with Canadian generally accepted accounting principles requires management

to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosures of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenue and expenses during the period. Actual results
could differ from these estimates. These estimates are reviewed periodically and, as adjustments become necessary, they are recorded in

the periods in which they become known.

The estimated useful lives of capital assets and intangible assets, the amount of accrued liabilities, the allowance for doubtful accounts

and the assessment of contingent liabilities are the most significant items where estimates are used.

3. CHANGE IN ACCOUNTING POLICIES

Financial instruments

On December 30, 2007, EFC adopted three new presentation and disclosure standards that were issued by the Canadian Institute of
Chartered Accountants (CICA): Handbook Section 1535, Capital Disclosures; Handbook Section 3862, Financial Instruments — Disclosures; and

Handbook Section 3863, Financial Instruments — Presentation.

Section 1535 specifies the disclosure of (i) an entity’s objectives, policies and procedures and process for managing capital; (i) quantitative
data about what the entity regards as capital; (iii) whether the entity has complied with any capital requirements; and (iv) if it has not

complied, the consequences of such non-compliance.

Sections 3862 and 3863 replaced Handbook Section 3861, Financial Instruments — Disclosure and Presentation, revising and enhancing its
disclosure requirements, and carrying forward unchanged its presentation requirements. These new sections place increased emphasis

on disclosures about the nature and extent of risks arising from financial instruments and how the entity manages those risks.

Not-for-profit standards

On December 30, 2007, EFC adopted the amendments issued by the CICA to several of the existing sections in the 4400 series. The
amendments include a) additional guidance in the applicability of Section 1100, Generally Accepted Accounting Principles; b) removal of the
requirement to report separately net assets invested in capital assets; c) requirement to disclose revenues and expenses in accordance
with EIC 123, Reporting Revenue Gross as a Principal Versus Net as an Agent; d) requirement to include a statement of cash flows in accordance
with Section 1540, Cash Flow Statements; e) requirement to apply Section 1751, Interim Financial Statements, when preparing interim financial
statements in accordance with Canadian generally accepted accounting principles (GAAP); f) requirement for not-for-profit organizations
that recognize capital assets to depreciate and assess these capital assets for impairment in the same manner as other entities reporting
on a GAAP basis; g) requirement to disclose related party transactions in accordance with Section 3840, Related Party Transactions; and

h) new disclosure requirements regarding the allocation of fundraising and general support costs.
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The impact on EFC’s 2008 financial statements is as follows:

Current Accounting Policy Previous Accounting Policy

Statement of Financial Position — Administration Fund

Restricted $ 5,932 $ 4,999
Invested in capital assets — 2,859
Unrestricted 1,926 —

This change in accounting policy has been applied retrospectively. As such, the impact on EFC’s 2007 financial statements is as follows:

Current (Restated) Previously
Statement of Financial Position — Fund Balances
Invested in capital assets $ — $ 438
Unrestricted 46,085 45,647

4. CAPITAL MANAGEMENT

As disclosed in note 3, EFC adopted Handbook Section 1535 effective December 30, 2007. This new standard establishes disclosure

requirements about EFC’s capital and how it is managed.

EFC’s objectives when managing capital are to safeguard EFC’s ability to continue as a not-for-profit organization while keeping levy rates
at a minimum. EFC’s capital consists of long-term debt and net assets. EFC sets the levy rates at a rate to meet its projected cash flow
requirements for restricted and unrestricted funds, which are reviewed periodically by management and the Board of Directors. The levy

rates per dozen marketed were set at the following levels during 2008:

December 30, 2007 28.25 cents
May 18, 2008 26.25 cents
October 5, 2008 24.25 cents

EFC is not subject to externally imposed capital requirements with the exception of being permitted to invest only in securities of or

guaranteed by the Government of Canada.

5. ACCOUNTS RECEIVABLE

Pooled Income Administration

Fund Fund 2008 Total 2007 Total

Levy, service fees and contributions $ 6,869 $ 1,296 § 8,165 $11,296
Egg sales 4,749 — 4,749 4,340
Other 523 747 1,270 1,263
Interfund receivable (55) 55 — —
Allowance for doubtful accounts (157) — (157) (720)
$11,929 $2,098 $14,027 $16,179

Management assesses the recoverability of accounts receivable on a regular basis and records an impairment loss when it believes that a

receivable is impaired, based on the expected amount to be recovered.
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At the period-end date, the accounts receivable are aged as follows:

Less than 30 days 31-60 days More than 60 days
Levy, service fees and contributions $ 7,548 $ 25 $ 592
Egg sales 4,413 170 166
Other 812 158 300
Allowance for doubtful accounts — — (157)
Total $12,773 $ 353 $ 901
Information about the allowance for doubtful accounts, measured at the period-end date, are as follows:

2008 2007

Balance, beginning of period $ 720 $ 527
Write-offs (105) —
Expense (Reversal) (458) 193
Balance, end of period $ 157 $ 720

6. INVESTMENTS

2008 Cost 2008 Fair Value 2007 Cost

2007 Fair Value

Government guaranteed investments $ 35,494 $ 35,725 $ 10,866

$ 10,992

The rate of return on investments ranges from 1.05% to 3.90% (2007 — 3.00% t0 4.11%).

7. RESTRICTED INVESTMENTS

Restricted investments held by EFC represent funds which have been restricted by the Board of Directors for the purposes described in

Note 10. The cost and fair values of the investments are as follows:

2008 Cost 2008 Fair Value 2007 Cost

2007 Fair Value

Short-term government guaranteed investments $ 3,538 $ 3,553 $ 1,569

$ 1,582

The rate of return on investments ranges from 2.25% to 5.50% (2007 — 3.59% t0 5.95%).

8. CAPITAL ASSETS

2008 Accumulated 2008 Net Book 2007 Net Book

2008 Cost Amortization Value Value

Land $ 416 3 — $ 416 $ 416
Buildings 4,430 47 4,383 2,815
Office equipment 489 211 278 72
Computer hardware and software 1,373 1,094 279 87
Leasehold improvements 76 4 72 —
$6,784 $1,356 $5,428 $ 3,390

In 2007, cost and accumulated amortization amounted to $5,734 and $2,344 respectively.

In November 2007, EFC purchased 43.04% of a building and its land located on Florence Street in Ottawa at a cost of $2,205 and relocated

its operations to this building in August of 2008. EFC also purchased, in November 2007, 50% of a building and its land located on James

Street in Ottawa at a cost of $1,028. EFC is leasing this facility to other organizations.
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9. LONG-TERM DEBT

In November 2007, EFC entered into a loan agreement with a financial institution to finance the acquisition of two buildings. The loan
amount at inception was $2,956. The loan bears interest at an annual rate of 5.68% and is payable in monthly installments of capital and
interest of $18.5. The loan payments are amortized over a 25-year period and the loan is renewable in 2017. The loan is secured by the
Florence Street and James Street buildings. All owners of the buildings are jointly and severally liable for the total amount outstanding of
the loan should an owner default on payment. The fair value of the loan as at December 27, 2008 is $3,168 (2007 — $3,450).

As well, EFC has a revolving demand loan facility with a total approved limit of $5,000 at an interest rate of prime. The facility is secured
by a general assignment of book debts and a demand debenture agreement. As at December 27, 2008, loans under this facility were $NIL
(2007 — $NIL).

Future payments of the loan are as follows:

Capital Interest Total

2009 $ 59 $ 163 $ 222
2010 62 160 222
2011 66 156 222
2012 70 152 222
2013 74 148 222
Years thereafter 2,566 1,627 4,193
2,897 2,406 5,303

Less: short-term portion 59 163 222
$ 2,838 $ 2,243 $ 5,081

10. FUND BALANCES
Restricted fund balance — Pooled Income Fund
EFC has been directed by the Board of Directors to restrict the use of certain funds in the Pooled Income Fund. The use of the funds is at

the discretion of the Board of Directors. There are currently two restrictions in the Fund:
(i) In 1995, a trust account was set up to administer transactions for the National Quota Exchange (“NQE”) Program.
(i)  In2001, a Risk Management Fund was set up to self-finance potential costs related to its risk management activities.

The transactions in the Fund are for the following purposes:

2008 Risk 2008
Management NQE Program 2008 Total 2007 Total
Beginning balance $ 1,866 $ 328 $2,194 $ 2,098
Interest income 192 16 208 97
Risk management activities (1,600) — (1,600) 1)
Transfer to Restricted Funds 5,000 — 5,000 —
Ending balance $ 5,458 $ 344 $ 5,802 $2,194

In 2008, funds of an amount of $5,000 were transferred from the unrestricted fund to the Risk Management Fund to finance future costs

related to risk management activities.
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Restricted fund balance — Administration Fund

(i)  In1997, EFC was directed by the Board of Directors to set up a restriction in the Administration Fund to fund research. The

lower and upper limit thresholds for this restricted fund are of $2,000 and $5,000 respectively; should the balance fall outside

this range, EFC would adjust the levy rate on a prospective basis. Use of the funds is at the discretion of the Board of Directors.

(i)  In 2005, EFC received a settlement of $379 as a result of the Canadian Vitamins class action suit. These funds are directed to be

expensed against future research activities. As per the agreement, EFC exhausted these funds by the end of 2008.

The transactions in the Fund are as follows:

2008 Canadian

2008 Research Vitamins 2008 Total 2007 Total
Beginning balance $4,792 $77 $ 4,869 $ 5,150
Interest income 148 5 153 202
Research activities (279) (82) (361) (774)
Income from levies 1,271 — 1,271 291
Ending balance $5,932 $— $5,932 $ 4,869

11. SUPPLEMENTARY INFORMATION

Egg sales revenue and egg purchases are recorded on a net basis as net levy contribution for an amount of $12,592 (2007 — $14,970), in

accordance with the service contract with the Quebec provincial board, and on a gross basis as egg sales and egg purchases, in the case of

the other provinces.

Had all the industrial product removal operations in Quebec been recorded on a gross basis, the Pooled Income Fund Statement of

Operations would be as follows:

Revenue

Egg sales

Levy, service fees and contributions
Interest and other income

Other income — restricted

Expenses

Trade operations:

Egg purchases

Transportation and handling

Food safety program

Third-party verification

Other

Repayment of producer contributions
Professional fees and consulting
Donations of eggs

Restricted expenses (Note 10)
Uncollected levy, service fees and contributions
Transfer of administration expenses

Excess of revenue over expenses
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$ 94,263 $ 76,312
117,313 143,365
1,628 1,883
208 97
213,412 221,657
176,009 175,082
5514 5,976
123 160
1,223 1,180
178 62

— 3,878

798 1,059

183 206
1,600 —
(533) 83
2,235 1,912
187,330 189,598
$ 26,082 $ 32,059
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12. TRANSFER OF ADMINISTRATION EXPENSES

In 2008, EFC made an allocation of administrative expenses of $2,235 (2007 — $1,912) from the Administration Fund to the Pooled Income
Fund. This transfer provides for the full cost, including administration and overhead, of operating EFC’s Industrial Product Program.

13. PENSION PLAN
EFC sponsors and administers The Pension Plan for the Employees of EFC (the “Plan”), which is a defined contribution plan registered

under the Ontario Pensions Benefit Act.

EFC contributes an amount equal to the employee’s required contribution under the Plan. In the 2008 fiscal period, EFC contributed

$147 (2007 — $152) to the Plan, which is included in salaries and benefits expense in the statement of operations.

14. FINANCIAL INSTRUMENTS

EFC’s financial instruments consist of cash and cash equivalents, investments, restricted investments, accounts receivable, accounts

payable and accrued liabilities and the short-term and long-term portions of the debt.

Interest rate risk
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in market
interest rates.

EFC’s cash and cash equivalents earn interest at prevailing market rates. Investments in short-term government bonds and long-term

debt bear interest at fixed rates and are exposed to changes in fair values due to fluctuations in market interest rates.

The following table details EFC’s exposure to interest rate risk as at December 27, 2008 by the earliest of maturities:
Rate of Return

0% 0-2% 2-5% More than 5% Total

Assets

Cash and cash equivalents $ — $ 35,370 $ — $ — $ 35,370
Accounts receivable 14,027 — — — 14,027
Investments — 9,136 26,358 — 35,494
Restricted investments — — 3,522 16 3,538
Total assets $ 14,027 $ 44,506 $ 29,880 § 16 $ 88,429
Liabilities

Accounts payable and accrued

liabilities $11,720 $ — $ — $  — $11,720
Long-term debt — — — 2,897 2,897
Total liabilities $ 11,720 $ — $ — $ 2,897 $14,617

A 200 basis point change in interest rates would result in an annual difference of approximately $2,194 in the EFC’s excess of revenue over

expenses.

Currency risk
EFC is not significantly exposed to currency risk, as EFC operates primarily in Canadian dollars.
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Other price risk
Other price risk, is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in market
prices (other than those arising from interest rate risk or currency risk), whether those changes are caused by factors specific to the

individual financial instrument or its issuer, or factors affecting similar financial instruments traded in the market.
EFC is not exposed to other price risk at period end.

Credit risk
The risk relates to the potential that one party to a financial instrument will fail to discharge an obligation and cause the other party to
incur a financial loss. EFC’s maximum exposure to risk represents the total amount of accounts receivable and investments. No financial

assets have been offered as collateral.

Credit risk concentration exists where a significant portion of the portfolio is invested in securities which have similar characteristics or
similar variations relating to economic, political or other conditions. EFC monitors the financial health of its investments and restricted
investments on an ongoing basis with the assistance of its investment advisors. EFC only invests in securities of or guaranteed by the

Government of Canada.

As described in Note 5, EFC’s receivables are from two main sources: egg sales to egg processors and levy, and service fees and
contributions collected by Provincial Boards. EFC mitigates credit risk through credit evaluations and monitoring of the outstanding

balances and the financial conditions of EFC’s customers.

Egg sales are dependent upon four groups of related companies. In 2008, these customers purchased 879% (2007 — 869) of the eggs sold
by EFC.

Liquidity risk
Liquidity risk refers to the adverse consequence that EFC will encounter difficulty in meeting obligations associated with financial

liabilities, which are comprised of accounts payable and accrued liabilities, and long-term debt.

EFC manages its liquidity risks by regularly reviewing its projected future cash flows and adjusting levy income levels to meet its financial
obligations. EFC believes its overall liquidity risk to be minimal as EFC’s financial assets are considered to be highly liquid and due to the

fixed term of payments of the long-term debt as detailed in Note g.

15. COMMITMENTS

EFC is committed under contract for the purchase of advertising and other services in fiscal 2009 for an amount of $2,768 (2008 — $2,174).

16. CONTINGENT LIABILITIES

Two legal claims have been made against EFC. One, claiming damages of $17,000, has been inactive for several years. The second claim
would not have a material financial impact. These potential liabilities may become actual liabilities when one or more future events
occur or fail to occur. To the extent that the future event is likely to occur or fail to occur, and a reasonable estimate of the loss can be

made, an estimated liability is accrued and an expense recorded in the financial statements.

It is EFC’s view that the outcome of these legal processes is not determinable at this time. As a result, no recognition of any liability has

been included in the 2008 financial statements.

17. COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform to the current period’s presentation.
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