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What we know

DFC has been working hard to analyse the potential impact of the agreement on farmers and the
industry. The federal government has not yet provided official text and details regarding the
USMCA. Other than the text released by the US on the USTR site on October 157, there is still no
official text official text and details regarding the USMCA. Furthermore, some parts of the text are
still being negotiated. In this context, it remains challenging for DFC to confirm details that were
published on Oct. 1, 2018 about the new agreement. We are therefore still gathering information
to assess the impact.

We understand that some parts of the text are still being negotiated, we want to be prudent in our
assumptions and analysis. We continue to assess the impact of this deal with provincial staff as
information is shared with us.

What we are doing

1. Focus on government understanding the impact of this deal:

Since the announcement, DFC has met with various important politicians of all stripes, political
staff and federal government civil servants to ensure they understand the significance of this trade
deal for farmers and the dairy sector as a whole. We want to ensure they understand the level of
concern and disappointment so they understand the need for government action.

This past week, DFC has:

e Briefed key policy staffers in Opposition parties. Among the key MPs we met, Opposition
Leader Andrew Scheer, ministers, senators, and Prime Minister Justin Trudeau;

e Taken a firm tone with the federal government, releasing five statements and press
releases and videos to media in three days. We have conducted media interviews and have
been active on social media. These activities has been picked up by media and noted by
government;

¢ Encouraged farmers, through our social media platforms and provincial organizations, to
tell the government and MPs how they feel. A Q&A and ‘spin vs fact’ document was
developed and circulated to help farmers communicate the seriousness of the situation;

e Maintained relations with industry stakeholders to align our lobby efforts.

DFC continues to work closely with provincial dairy farmer organizations to strategize ways to
hold the government accountable to its commitment to the dairy industry and insist the
government communicate its vision for the future of the dairy industry as an economic engine in
Canada.




2. Cultivate public support for Canadian Farmers and Canadian Dairy

There is a lot of support for Canadian dairy farmers and consumers want to know how to make

sure they buy Canadian milk and dairy products. DFC and the provincial organizations have been
busy with outreach to media, consumers and stakeholders as well to help them identify Canadian
dairy products in stores.

You will find attached two documents related to this: a consumer Frequently Asked Questions
(FAQs) document and infographic (how do I know the dairy product I buy is Canadian?). These
are being shared by all farmer organizations — and many of you. We know several farmers have
taken on various initiatives to share information to consumers about the logo or labelling of
imported products. Thank you and please feel free to continue to share widely. DFC will turn up
the volume on this as well.

3. Ongoing Communications with farmers

DFC and the provincial organisations appreciate and understand that farmers and families are
very concerned about their future and the future of their farms. Until we have confirmation from
the government about a number of details that are not exact, we will continue to stress the
highlights below. We will also continue to share communication tools with you, including media
statements, video declarations, comments from meetings and the overview of analysis on the
DairyExpress+ app.

What’s next

Your dairy organisations will continue to assess the impact of
the agreement to our markets, and work with stakeholders to:

Mitigate losses as best as possible;

Share relevant information as it becomes available on
the app, social media and via the provincial marketing
boards;

Produce a tool-kit for producers to help you advocate
for your industry;

Foster broad support in Canada for Canadian dairy
farmers; and

Ensure the federal government articulates its vision
for the future of the dairy industry as an economic
engine in our country.

We fully expect the Liberal government
MPs will be reaching out to dairy
farmers with a ‘charm exercise’. We
want farmers to be equipped to
continue to tell the government how
they feel let down that actions have not
followed their words. Please see
attached FAQs and ‘spin vs fact’ to help
you handle a conversation with Liberal
MPs and ensure they understand the

seriousness of the situation.

1If you don’t have it yet, please download ‘DairyExpress+’ from the iStore or the play store. Note that there is an

approval process in place to ensure only licensed dairy farmers download the app.
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The Agreement — USCMA

e An agreement in principle announced just before midnight on Sept. 30;

e Market access (under TRQ) to Canadian dairy was increased by 3.9 per cent;

e Class 7is to be eliminated six months after the agreement enters into force;

e The agreement allows for continued competitive pricing at U.S. rate (which is how Class 7
is currently priced the majority of the time) for milk protein concentrates (MPC), skim
milk powder (SMP) and infant formula;

e A surcharge will be applied the export of these products;

e The agreement comes into force three months after ratification by all three countries.
When that will happen, though a best guess could be in the second half of 2019.

e The federal government has promised ‘fair’ compensation.

Estimated Impacts of the Agreement -
Based on published US text

e DFC estimates that the access amounts to 3.9% of Canada’s milk production in 2017,
slightly more than the Canadian government estimates of 3.59% - we continue to discuss
with Agriculture and Agri-Food Canada on their working assumptions. The estimated
loss of revenues associated with the market loss of 3.9% amounts to $192 million/year
(based on access in year 6).

¢ DFC has calculated market access concessions that are greater than those estimated by the
federal government. Our estimates also indicate the USMCA concessions are 27% greater
than those given in the CPTPP.

e Current imports of milk, dairy products and dairy ingredients currently represent 12% of
the Canadian production of milk at the farm level. DFC estimates that once the three
recent trade deals (CETA +1.5%, CPTPP +3.25% and the USMCA +3.9%) are fully
implemented in 2024, the imports, will be in the neighbourhood of 18% of Canada’s milk
production'. This represents total farm gate sales of $1.3 billion.

1 Based on a DFC estimate of milk production in 2024, assuming some growth in demand between 2018 and 2024. The current
12% coming in includes imports that are coming in as a result of existing trade agreements (WTO allows both imports under
TRQ and dairy ingredients not subject to any tariff or TRQ), plus the estimated imports after CETA, TPP and USMCA have been
fully implemented. This is divided by estimated production in 2024. Note that various numbers are from different years, but the
total impact is still in the neighbourhood of 18%.




e The access given in USMCA is only the tip of the iceberg; the removal of class 7 combined

to the export surcharge — could cost an additional $57 million up to $349 million - will
not only limit Canada’s ability to export milk and dairy products but it will also curtail
Canada’s dairy industry ability to benefit from growth within Canada’s domestic market.




HOW TO FIND CANADIAN DAIRY PRODUCTS
AT THE GROCERY STORE

Packaging on Canadian dairy products will usually include the processor name and location.
Imported products are required to state the country of origin.

MILK:
All Canadian milk is produced on local Canadian dairy farms.

DAIRY PRODUCTS:

If not otherwise stated,

If the product packaging

features either of these logos, | ) _’5!‘ please contact the processor or
the dairy product is made el OR 2 © & OR retailer directly to inquire about
with 100% Canadian milk. LR %qmmpst‘” their products.

LAITIEAS B8
LAIT DE QUALITE

' * e *Not all 100% Canadian dairy products have
! these logos on their packaging.
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