A SUSTAINABLE SOURCE FOR FOOD AND FUEL

Canadian canola farmers are ready to respond to growing
global food demands along with an emerging biofuels sector.
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Innovative. Resilient. Determined to create superior value and a healthier world.

Canola is significant oilseed crop in Canada with over

16 million harvested acres, and 11.8 million tonnes (MT)
produced in 2010." We're also the largest exporter of
canola in the world, with approximately 85 percent of
canola production exported to key food customers in the
U.S., Japan, Mexico, China and other countries. While food
is always the first market for Canadian canola, an emerging
biofuel sector offers an important new market.

The federal government’s mandate of a two percent inclusion standard for biofuel in all diesel
fuel sold in Canada will create a sustainable domestic market for excess canola seed, improve
farm revenues and help generate jobs and economic activity in the value-added industries such
as crushing and processing. It's also good news for the environment - using canola as a feedstock
in biodiesel reduces lifecycle greenhouse gas emissions by 90 percent compared to fossil diesel.

This means that switching Canada’s diesel engines to a two percent biodiesel blend will reduce
GHG emissions by 1.8 million tonnes, equal to taking 300,000 cars off the road.

It's important that we support Canadian farmers so they can continue to grow enough food
and build a biodiesel industry that benefits growers, our economy and our environment.

THE CANADIAN CANOLA INDUSTRY HAS A STRATEGY TO CREATE 15 MILLION
TONNES (MT) OF SUSTAINED MARKET DEMAND AND PRODUCTION BY 2015:

ELEMENT 2006 BENCHMARK 2015 TARGET

Export canola seed for major food markets 52 MT 7.5 MT
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How will Canadian farmers produce enough canola for both food and fuel?

The introduction of new canola hybrids and biotech traits, along with improved agronomic practices has
allowed Canadian farmers to improve canola yields over the past 15 years, to meet both food and fuel
demands. According to Statistics Canada, canola yields have risen 50% from an average of 21.8 bushels
per acre in 1995 to 32.5 bushels per acre in 2010.

CANADIAN CANOLA YIELD (BU/ACQ)
Source: Field Crop Reporting Series - Statistics Canada
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Note: Annual canola yield fluctuations are common due to seasonality issues including excess moisture,

drought, frost, heat stress, etc.

Continued yield improvements mean that Canadian farmers are already growing more than enough
canola to fill the demand for both food and fuel. The federal government’s two percent biodiesel
mandate would require about one million tonnes (MT) of canola seed annually. Historically, food
demand has left us with enough carryover (ending stocks) of canola seed to fill this biofuel demand.

CANADIAN CANOLA SEED ENDING STOCKS (MILLION TONNES)
Source: Statistics Canada and COPA Monthly 3
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In addition to excess supply, biodiesel production also offers a good market for some lower quality,
non-food grade canola that is difficult to sell. Each year, canola growers face problems and price
discounts due to immature green seed in their harvest that naturally contains a high level of chlorophyll.

S High levels of chlorophyll in oil are undesirable for food uses because they are difficult and expensive i, Y
. - to remove, and are associated with increased oxidative rancidity and difficulties in hydrogenation.* - "__'1\"3"':.} .
' T e =_ For example, in 2010, almost 25% of Western Canadian canola samples were downgraded in part ,:fh -5-':‘ ; A
pe A ’; Q .‘ due to their green seed and chlorophyll content. ® e A "“% i 1'"
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How has canola production increased without converting land away from
food production?

The availability of an economically viable, non-cereal crop in western Canada has facilitated the reduction
of summerfallow area and the increase in no-till agriculture. Increased canola production has therefore
not been a result of increased agricultural land, but rather the more sustainable use of the existing land
base® According to Statistics Canada, the percentage of land in conservation and no-till changed from
24 and 7 percent respectively in 1991 to 26 and 46 percent respectively in 2006.

WESTERN CANADA HARVESTED AREA
Source: Statistics Canada
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Summerfallow

Farmers have transitioned from an erosion prone summerfallow/wheat rotation to a more sustainable,
diverse rotation that integrates canola and other food crops such as pulses in place of summerfallow area.

ENVIRONMENTAL BENEFITS OF CONSERVATION TILLAGE

A recent survey of Canadian canola producers revealed that the majority of canola grown
on the prairies is combined with a zero or minimum tillage method, with 86 percent of
growers reporting reduced soil erosion and 83 percent indicating greater soil moisture.®

How do biofuels relate to food price spikes?

There is a mounting body of evidence and agreement among leading global bodies that the impact of
biofuels on food prices is often over-stated and that crude oil prices are the major culprit in driving up
food prices. The following chart clearly outlines the strong correlation between the UN FAO's food price
index and oil prices globally. As oil prices rise, so does the price of food.’

UN FAO FOOD PRICE INDEX VS. PRICE OF CRUDE OIL
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“Unexpected oil price The U.S. Congressional Budget Office has estimated that the maximum effect of biofuels
spikes could further on food prices in 2008 was 0.5 to 0.8 percent — or about $35-60 dollars per year based on an
exacerbate an already average Canadian family annual expenditure on food and beverages (restaurant meals

precarious situation included) Of$7,264 in 2009.7°

in food markets.” !

“Qur consideration of
the evidence has led
us to place a lower
emphasis on biofuels

and speculation than
some prominent For example in the U.S,, it is estimated that ethanol blending has reduced retail gasoline prices —

Can biofuels lower fuel costs?

Biofuels are a factor in suppressing oil demand and thus restraining global crude oil prices that continue
to escalate fuel costs. The Organization of the Petroleum Exporting Countries (OPEC) has stated that the
use of biofuels will “put more downward pressure on oil consumption worldwide!" ™

commentators and i.e. compared to what would have occurred without ethanol blending — by an average of $0.06 to $0.10
. . s . . .
a greater emphasis per ||tre.4Th|s equates to abouF $100to $1-80 pgr year per vehicle.” According to'f\/lem!l Lynch commaodity
. . strategist Francisco Blanch, “Oil and gasoline prices would be about 15 percent higher if biofuel producers
on oil as an input, - _ , i
L weren't increasing their output.”'¢
and the depreciation

of the dollar”?

“The demand for grains
and oilseeds as biofuel
feedstocks has been

cited as the main KEY FACTS ON BIOFUELS AND FOOD

cause of the price . . . .

rise. but there is little * Higher yields are allowing Canadian farmers to produce more canola for both food and fuel.
direct evidence for * Canola has enabled sustainable crop production on unproductive summerfallow area,

this contention.” 3 putting more land into food production.
* High energy prices are a major culprit in driving up food prices.

* By suppressing oil demand, biofuels can help mitigate further increases in fuel prices.

To learn more:

This factsheet is based upon a Canola Council of Canada review of existing literature and
reports on canola production, biodiesel and the link between biofuels and food prices.
Visit www.canolacouncil.org for the complete review.
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